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INTRODUCTION  
 
As the undisputed leader among the municipalities of Southeastern Serbia, which 
reformed the local administration and the economic environment as a prerequisite for 
economic growth and new jobs, despite the ongoing crisis Pirot  has been continuously 
successful  in attracting investment and developing the local economy. Partnership with 
the economy and international organizations is resulting in specific investment and 
development projects which promote the local economy, inter-municipal and cross-
border cooperation with neighbouring Bulgaria. 
 
The most prominent example of local development is the local industry as the generator 
of Serbian exports, which is indicated by the fact that the world tyres production giant 
Michelin is building a new plant in Pirot (the value of the investment is 170 million 
euros), which is the greatest investment in Pirot for the past few decades and will  
provide jobs for 700 workers. This is a project called the "Big Tigar" which will, through 
capacity expansion and the construction of new production facilities, increase the 
production of tyres in 2016 to as much as 12 million tyres per year, from the current 8 
million. The largest part of production in the new facilities will be intended for the 
growing Russian market, the former Soviet Union countries, African countries and the 
Middle East. 
 
 Success stories of the local economy are confirmed by numerous other examples, such 
as the investment of the "D Company" from Babusnica, which is investing 2 million 
euros  in a rubber industry tools factory  in the Industrial Zone and plans to hire 100 
persons. Business activities of a local refrigeration company  "Lenad Pirot", in which the 
amount of 2 million euros was invested and which employs 200 people engaged in 
purchasing, processing and export of local fruits, is also encouraging, as well as the 
activity of the “Merkatus tekstil” export company, which has doubled the number of 
workers to 180 employees in a very short time period,  due to the increased volume of 
work. 
 
The Free Zone Pirot, which is even listed among the most successful zones in the world, 
in  2013 generated 520 million euros through the incentives it provides, such as the  
exemption from payment of customs duties, taxes, employee support  through the 
organization of customs representation, customs agents, organization of transport and 
other benefits. By creating a connection with the Rijeka port, the Free Zone Pirot 
beneficiaries will have access to port facilities in Croatia, as a prelude to cooperation in 
the planned multi-modal logistics terminal that will be a new milestone in the 
development of this area. The new hotel Pirot which is currently under construction will,  
in addition to providing accommodation and jobs, confirm the importance of Pirot as 
the administrative, tourist and convention centre of the district.  
 
Owing to the leadership and a clear vision of the local leadership, Pirot has established 
itself as the economic centre of the region and has become a cosmopolitan city where 
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foreigners from different countries live and work. Local experts and engineers in the  
Michelin research and development centre in Pirot (the only of its kind outside the 
headquarters in France) design and produce cutting-edge technology that is sold around  
the world. Support to all commercial activities is provided by the Local Economic 
Development Office, which acts as a source of information, advice and efficient services 
for all entities operating in Pirot.  
 
A growing number of foreign tourists is visiting Pirot to feel the specific characteristics of 
this area and enjoy the beauty of nature, ethnographic and cultural resources with 
which it abounds. The quality of life is significantly improved through a better utility 
infrastructure and educational and social facilities such as the “Kej” sports hall that was 
reconstructed with the EU funds and which now offers a variety of recreational 
activities, and together with the construction of the indoor pool which is nearing 
completion, this reflects the efforts of local authorities to respond to the needs and 
improve the standard of living for all citizens of Pirot.  
 
The local radio, in partnership with selected institutions, each year gives awards to 
deserving citizens, valuing their work and their contribution to the sense of community. 
 
This Manual is designed as part of the cross-border project to encourage cooperation 
and exchange between Serbia and Bulgaria, and the region of Pirot-Montana as a source 
of information, ideas and support for:  
 
- the local economy and entrepreneurs who are starting a job or planning business 
growth,  
- interested businessmen and investors from the border region of Pirot-Montana,  
- all investors who want to multiply their capital in this region.  
 
We hope that you will find this information useful and wish you a successful 
cooperation!  
 
The Expose team for the preparation of the Manual   
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General information  

 
Pirot municipality is located in the Southeastern Serbia on the international route to the 
Middle East, halfway between Nis and Sofia. Pirot municipality covers an area of 1,232 
km2 and is one of the largest municipalities in Serbia with a population of 67,552. It is 
the centre of Pirot District, which includes four municipalities (Dimitrovgrad, Babusnica 
and Bela Palanka). The municipality is characterized by a very favourable geographic 
position and well connected road and rail networks: the international road E-80, 
Corridor X, the M-9, the railroad Nis-Pirot-Sofia, as well as airports in Nis and Sofia 
(distance 70 km). Pirot is surrounded by mountains, most important being the Balkan 
Mountains (Stara Planina) with its peak Midzor (2,169 m), which is becoming one of the 
most popular ski resorts in Serbia.  
 
The dominant industries in the municipality are rubber, textile, food and chemical 
industries. Pirot is one of the first municipalities in Serbia where the Free Zone and the 
Industrial Zone have been established, and with a host of additional benefits and 
incentives it is a great place to invest, which has been recognized by international 
investors such as Michelin and Slovenian AHA Mura who came to Pirot. The average 
cost of labour is 480 euros / month (gross). The number of working-age population is 
39,019 of which 10.27% have a university  or college degree. 
 
The businessmen who operate in Pirot can realize the benefits of the free trade 
agreements that Serbia has with Turkey and the countries of South East Europe (CEFTA) 
and the Interim Trade Agreement with the EU. In Pirot there is the so called Free Trade 
Zone, one out of 13 such zones in Serbia, with 17 ha of land equipped with 
infrastructure facilities, and the municipality has a share in the Free Zone which is one of 
the first real examples of public-private partnerships in the country. The General Urban 
Plan enabled the establishment of three Industrial Zones, one of which is in mixed 
ownership  (25 ha, of which 6 ha  with complete infrastructure), and the other two in 
private ownership (12.9 ha and 29.6 ha). 
 
Pirot is among the first Serbian municipalities to receive the national Certificate of 
Favourable Business Environment being a modern municipal administration focused on 
the economy and the citizens and having an effective office for local economic 
development that supports the local economy and attracts new investors. In addition, 
among the selected Southeastern Europe towns (Ivanec, Bjelovar, Sanski Most, Prijedor, 
Ruma, Strumica and Veles), Pirot has emerged as a leader among municipalities which 
had  reformed their local administration and the economic environment in accordance 
with the uniform international standard BFC SEE and so became entitled to become one 
of the first Favourable Business Environment regional certificate winners and to qualify 
as an attractive investment destination on the Southeastern Europe map.  
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The municipality is characterized by an exceptionally rich natural and tourism resources 
and cultural and historical heritage. In addition to the geological specifics, mountains - 
especially the Balkan Mountains, Zavojsko lake, monasteries and museums, Pirot offers 
many opportunities for recreation and rest with a good quality of life through 
educational, cultural and social activities. The municipality of Pirot is one of the few in 
Serbia that fosters distinctive local brands such as  Pirot kackaval cheese, Pirot kilim 
(rug) and the so called flattened sausage. In order to preserve the tradition of making 
rugs, the municipality supported the establishment of the  "Grlica" cooperative for the 
manufacturing of Pirot kilims and souvenirs and thereby created conditions to preserve 
this national symbol, whose production provides a source of income and employment 
for the members of the cooperative.  
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Identity card of the municipality  

   

Name Municipality of Pirot 

Position 
43° 09’ N, 22° 35’ E, Southeastern 

Serbia 

Population 57,928  

Territory 
1,232 m²; 56,7% arable land, 

33,9% forests, 9,4% roads and 
other 

Budget 
2012: 14.1 million €,                    

25 % for capital investments  

Contact 

Srpskih vladara 82, 18 300 Pirot, 
Serbia, 010 305 500, 

kabinet@pirot.rs, 
proffice@pirot.rs 

Website 
www.pirot.rs  

 

 
 
Geographic location  
 
Distance from major cities  
 

Belgrade 306 km 

Sarajevo 517 km 

Skopje  224 km 

Zagreb 699 km 

Athens 876 km 

Budapest 683 km 

Istanbul 627 km 

Rome 1,592 km 

Sofia 90 km 

Thessaloniki 376 km 

Vienna 923 km 

   
 

mailto:kabinet@pirot.rs
mailto:proffice@pirot.rs
http://www.pirot.rs/
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Distance from the nearest border crossings 
 

Bulgaria 30 km 

Macedonia  180 km 

Romania 160 km 

Hungary  495 km 

 
 
Transport connections  
 

Motorway Access to the motorway E-80 (Corridor X) 

Trunk roads E-80/M-9, R-121 

Railway lines  Belgrade – Pirot – Sofia  

Ports 
Port in Vidin (Danube, Romania) – distance 158 km, port in  

Smederevo (Danube, Serbia) – distance 258 km 

Airports 
International airport in Nis – distance 70 km, airport in Sofia – 

distance 80 km, Belgrade airport – distance 310 km 

 
 
Human resources 
 

Working force 39,019 

Educational structure 
13,77% college and faculty, 50,98% secondary school, 35.25% 

primary school or less 

Most important faculties and 
schools 

College of Education, various departments of the Faculty of Law and 
the Faculty of Economics and vocational training for employees  

No. of unemployed 7.152; unemployment rate 18,33% 

Average gross salary 480 € monthly 
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The local economy  
 

No. of companies 419 companies, 1,347 entrepreneurs 

Company size 93,5% small, 4,5% medium-sized and 2% large companies 

Dominant industrial sectors  rubber, textile, chemical, metal, food industry  

Largest domestic companies 
Tigar Tyres (production of tyres), Prvi maj (textile industry), Tigar 

(rubber industry)  

Major foreign investors 
Michelin (rubber industry, France), AHA Mura (textile industry, 

Slovenia) 

 
 
Investment location  
 

Size and purpose 100,000 m2 

Ownership structure 45% state owned, 55% private 

Infrastructure 
Water, sewerage, high voltage electricity, access road, 

telecommunications  

Location 
2 km from city centre, by the regional road  R-121 and international 
road  E 80 

Price and conditions of 
acquisition 

Auction, initial price is land market price   

Other investor expenses 10 – 40 € / m² for all local expenses (depending on the zone) 

Local incentives and benefits 
Exemption from local fees and charges in first 5 years, special 

incentives for > 200 new jobs  
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Starting a business  

 
Starting a small business involves carrying out a series of formal procedures. In few basic 
steps this Manual will help you plan, start or successfully run your business. 
 
Step 1 - RESEARCH AND PLANNING (BUSINESS PLAN) 
Step 2 - SOURCES OF FINANCING 
Step 3 - TYPES / FORMS OF COMPANIES 
Step 4 - REGISTRATION  
Step 5 - TAXES AND FINANCIAL LIABILITIES  
Step 6 - EMPLOYMENT  
Step 7 - INSPECTIONS  
 
 
STEP 1  
Research and planning (business plan)  
 
INTRODUCTION  
Everything starts with a business idea which should be a short and accurate description 
of the main activities of a company. It explains what type of business activity is in 
question, who are the customers and how the product or service will get into the 
market. Whenever there is a need and a market where you can sell and service, there is 
a potential business. The lack of opportunities is not an actual obstacle, but finding the 
right opportunities which correspond to our resources, interests, skills and experience 
as beginners in the business.  
 
RESEARCH  
 
Before you start writing a business plan you need to perform various types of research, 
to think and consult with advisors, people who already have experience in this field as 
well as potential business partners. 
 
Regarding the sources of information, they can be gathered  online in the form of 
various economic reports, economic indicators, formal and informal research, and 
through personal contacts. In this way, the data collected will help you to more easily 
write a business plan that will be based on realistic market indicators. While doing 
research one should always bear in mind the four questions: product, price, place and 
promotion (the "4P’s" concept). At this stage we recommend you take the time to do a 
research and find out if your idea is viable enough to invest time and money into a 
product or service that you will be able to sell successfully. 
  
PLANNING  
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A well-written business plan is essential for both the initiation and conduct of a 
successful business. A business plan is essential when you want to raise funds to start a 
business, like start-up loans, grants or to attract potential investors. A good business 
plan incorporates the mission and vision and the manner in which the goals will be  
reached.  
 
Before you start writing a business plan think carefully and  research answers to the 
following questions:  
- What type of products and / or services will my company be placing on the market and 
what  needs of existing customers / clients will they meet? 
- What is the target market for my products and / or services, and why should customers 
pay  for my products and / or services?  
- How do I find potential clients?  
- Where and how will I get the financial means for starting and running my own 
business?  
 
Do the SWOT analysis, i.e. analyse your Strength, Weakness, Opportunities and Threats 
to objectively review all the opportunities and risks that await you in the business.  
 
Although when starting a business it is considered  that  for a successful venture one has 
to come up with something new, many business activities and companies are successful 
precisely because they have perfected the existing products or services that they 
continually evolve and improve to meet the needs of a changing market. If you opt for 
something that is not on the market, first make sure that the product or service will 
have a sufficient number of customers that will enable you to keep your business 
running. 
 
BUSINESS PLAN 
  
There is no rule when it comes to the length of a business plan, but keep in mind that it 
is best to include all relevant information in as few pages as possible. Here are some of 
the points that need to be included in a good business plan: 
 
1. Table of Contents - enumerates the contents of a business plan. It will help in 
creating the structure of your business plan and enable readers to find  parts that are of 
interest to them.  
 
2.  A brief description of the business plan - although it stands at the beginning of the 
plan, this part is written last when you have finished writing all the necessary details. It 
is considered the most important part of the business plan, because it will be read first 
by an interested person who will then decide whether to continue reading. This section 
provides a brief overview (summary) of your future company, who you are, what you 
intend to do and why. This section should be clear and concise, no more than two 
pages. 
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3. Company mission and vision - start with defining the mission and vision of your 
company, what you want to represent, what you want to achieve and what are the long 
term goals of your future business.  
 
4.  Company's business activity - in this part of the business plan you need to enter the 
results of the preliminary SWOT analysis, then address the development path of the 
company, the predominant business activity and planned business activities entered 
with the intent to achieve success.  
 
5. Defining the market - includes analysis of the sales market (market size, consumers, 
market segmentation, competition, highlighting the main competitive advantages of 
your products/services), procurement market analysis (information about the suppliers 
and sources of supply) and additional production market analysis (estimate possibilities 
of placing products/services onto new markets). 
 
6. Description of products and/or services (production plan) - this part of the business 
plan should include information on the location and capacity of the company, 
production/service provision plan and schedule, production process description, a 
description of the equipment and the necessary raw materials and labour force 
assessment.  
 
7. Organization and management - at this stage, think carefully about the business 
type, i.e. are you going to start as an entrepreneur, a joint stock company, a limited 
liability company, etc. (more about the types of business entities in the following pages). 
When deciding pay attention to the number of persons having a share in the company, 
the role of each partner in the company and the possibility of resigning from the 
company and the necessary financial resources. This decision may affect the cost of 
opening businesses and business expenses.  
 
8. Marketing and sales strategy – here one should rely on the previously completed 
"Defining the market" section and based on that analysis create a sales strategy. Now 
use  some of the issues you have are already been analyzing to develop your marketing 
plan, primarily use  answers to questions such as: which  customer needs does your 
product/service satisfies, how much are potential buyers  willing to pay for your 
product/service, what other factors are included in the pricing (e.g. profit), which is the 
best location for your business and what is the best method of promotion to reach 
customers? 
 
9. Finances (Financial Analysis) - this section describes three important things: the 
capital that will be required to start a business (investments - construction or 
renovation, fixtures and equipment, licenses and permits, charges for hiring and 
insurance; operating expenses-rent, utilities, salaries, supplies, depreciation, overheads, 
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opening inventory, taxes, etc.), the way in which the business activity will be funded and 
projections of business results.  
 
10. Annexes - annexes that accompany a business plan depend on where and how you 
want to get the funds for the implementation of the plan. Among other things, as an 
annex to a business plan one may be required to attach a copy of the certificate of 
incorporation, a certificate for the guarantor, the bank's report on the liquidity and 
solvency, annual financial statements (balance sheet and income statement), Tax 
administration’s Certificate of paid taxes and contributions and the solvency report of 
the National Bank of Serbia, copies of contracts with suppliers.  
 
STEP 2  
Sources of financing 
  
START-UP CAPITAL  
 
If you have written a good business plan the next step is finding the funds for the 
implementation of the business plan. The main sources of financing are:  
 

1. Personal savings 
2. Informal sources - a loan from family and friends  
3. Business incubators (free legal and management assistance, business premises 

and other forms of assistance). Business Incubator "ZIP- youth centre" in Pirot is  
funded by the European Commission in order to stimulate entrepreneurship and 
small business. Among its tenants there is an accounting agency, a software 
shop, driving school, beauty salon, etc.  

4. Grants and government loans disbursed through government agencies such as 
the National Employment Service, the National Agency for Regional 
Development and regional development agencies, the Development Fund of the 
Republic of Serbia and other institutions.  

5.  Investors/Partners  
6. Bank loans and leasing  

 
 

STEP 3  
Types/forms of companies  
 

The first thing to do when creating your own business is to decide on the type of 
company you will register. The Law on Companies of the Republic of Serbia recognizes 
several forms of organization for the purpose of profit generation. Types of legal entities 
that conduct business activities are divided into the following legal forms:  
 

 Entrepreneur  

 General partnership  
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 Limited partnership  

 Limited liability company 

 Joint stock company  
 
 
   

 ENTREPRENEUR LEGAL ENTITY 

OWNER Natural person Natural person or legal entity 

ACTIVITY Limited no. of activities Unlimited no. of activities 

CAPITAL CONTRIBUTION No contribution Money, assets, rights, work  

LIABILITY OF OWNER Unlimited  Limited - Unlimited  
(depending on the form) 

COMPANY MEMBERS Entrepreneur Partner, member, 
shareholder (depending on 
the form) 

BUSINESS BOOKS Single or Double-entry 
bookkeeping 

Double-entry bookkeeping 

TAXES Realized profit, lump sum Realized profit 

MANAGEMENT Entrepreneur Partners or Assembly 
(depending on the form) 

   
 
Entrepreneur  
 
An entrepreneur is a natural person who, for the purpose of profit generation, registers 
a business and solely performs a business activity. A sole proprietor sets up a shop or 
other appropriate form of business (e.g, agency, shop, medical practice, manufacture, 
etc.).  
 
Entrepreneur is a business entity, but is formally a natural person (as opposed to other 
businesses that have the status of legal entities). The most important feature of 
entrepreneurship is the legal interpretation of their assets. Assets of entrepreneurs 
include property of the natural person (personal property of agency, shop, practice 
owner) and his/her business assets (property of the agency, shop, practice…). This 
means that the assets of a natural person who is an entrepreneur are burdened by all 
liabilities of a natural person which stem from performing business activities, but also 
those liabilities assumed outside the business.  
 
In practice it looks like this - if entrepreneurial activities generate debts towards certain 
persons, these persons (creditors) have the right to satisfy their claims from the assets 
of the entrepreneur`s shop or agency (e.g. funds from the accounts, movable and 
immovable property necessary for his/her business operations), and also from the 
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personal assets of the entrepreneur (personal car, household items, family estate and 
house, etc.).  
 
To summarize, the main disadvantage of entrepreneurial form of organization is that as 
an entrepreneur, person is liable with all his assets for obligations incurred in 
connection with the pursuit of his/her business activities. The main advantage of 
entrepreneurship is the possibility for a natural person who is an entrepreneur to freely 
dispose of the profits and assets obtained through his/her activities. 
 
 General partnership  
 
General partnership is a legal entity consisting of two or more partners. Partners may 
be natural persons or legal entities. This form of business entity is a typical partnership. 
Partners are jointly and severally liable for all business obligations with all their assets 
(personal and company assets). What does that mean?  
 
A partnership, as any other company, interacts with various market actors. These 
interactions create obligations of a partnership towards other entities. Like any subject 
of law, a general partnership is liable for its obligations with its assets. But partners are 
also liable for obligations of the partnership with all their personal property. In practice 
this means - if you and a friend form a general partnership, your and his house, and 
both your cars are assets from which creditors’ claims can be settled. 
 
 As is the case with entrepreneurs, due to unlimited legal liability of partners for all 
company liabilities, this is a rather risky legal form for a business. 
 
 Limited partnership 
 
A limited partnership is a company that has at least two members. The main feature of 
a limited partnership is the liability of all partners for the limited partnership’s 
operations. At least one partner’s liability is unlimited. Such a member is called a 
“general partner”. Besides him, the company must have at least one person whose 
liability is limited to the amount of his contribution. This person is known as a “limited 
partner”.  
 
The relationship between general and limited partners is regulated by law, but also by 
their mutual agreement. This company is ideal if two (or more persons) wish to form a 
business entity in which the degree of mutual rights and obligations of its members is 
not the same. 
 
Limited liability company 
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According to the Company Law, a limited liability company is defined as a company 
organized by one or more legal entities and/or natural persons, as members of the 
company, to conduct business under a common business name. 
 
Limited liability company may be incorporated by one or more legal and/or natural 
person. A limited liability company is liable for its obligations with all its assets, which is 
separate from the property of the company. This means that a member or members of 
a limited liability company, whether natural or legal persons, are not liable for the 
company's obligations with their personal property. Their liability is up to the amount 
of their contribution. According to the new Law on Companies, which came into force 
in, the minimum initial capital to establish a company is at least 100 dinars.  
 
It is easy to conclude that the main advantage of this kind of undertaking is the 
delimitation of liabilities of company members (and their assets) for obligations of the 
company. However, the disadvantages of a limited liability company are related to 
increased administration, the obligation of to hire bookkeepers, as well as a more 
difficult access to financial resources of the company by the founders. 
  
Joint-stock company  
 
A joint stock company is a company whose basic capital is divided into shares that are 
owned by one or more shareholders who are not liable for obligations of the company. 
The structure of the joint stock company and the incorporation process is very complex 
and challenging. This form of organization has a number of advantages, starting from 
the initial financing, through a clear delimitation of ownership and labour relations to  
multiple controls of company operations. Because of these facts, this business form is 
common to companies with large capital and organized internal organization which 
includes a larger number of people.  
 
STEP 4  
Company registration  
 
Registration with the Business Registers Agency works on the one-stop-shop principle, 
with a simple administrative procedure and further shortening the deadline for 
registration.  
 
One-stop-shop registration system was established by unifying the procedures for 
starting a business in one place and electronically linking the Business Registers Agency 
(BRA), the Tax Administration (TA), the Pension and Disability Insurance Fund  (PDIF) 
and the Public Health Insurance Institute (PHII).  
 
When establishing a company or starting as an entrepreneur, citizens file the following 
documents to the nearest organizational unit of the SBRA or electronically through the 
website of the Agency:  
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 Integrated application for registration of legal entities (relevant forms can be 
found on the Agency's website), 

 Supporting documents (all instructions can be found on the Agency's website), 

 Proof of payment of the registration fee (the amount can be found on the website 
of the Agency),  

 Proof of payment of the administrative fee to the Statistical Office for the issuance 
of the registration/identification number of the company (important note: the fee 
is payable only when registering a company).  

 
Within the prescribed 5 day period, a certificate of incorporation is issued at the SBRA 
one-stop-shop, along with the registration and the tax identification number (TIN), the 
Pension and Disability Insurance Fund application, a receipt and registration number of 
the insured party paying contributions to the Public Health Insurance Institute.  
 
DESCRIPTION OF THE REGISTRATION PROCEDURE BY COMPANY TYPE 
  

1. Entrepreneur  
The application for registration is submitted to the nearest organizational unit of the 
SBRA or electronically through the Agency’s website. 
To register a company, the following documents should be submitted: 

 - Completed application for registration of entrepreneur, 
- Proof of the identity of the entrepreneur (copy of personal ID card or passport) 
- Registration fee data. 

If the entrepreneur does not perform his business activities under his own name, he is 
required to Register in accordance with the provisions of the Law on the Registration of 
Companies.  
 
2. Limited liability company (Ltd.)  
 
The following documentation is to be submitted to the SBRA when filing the application 
for registration:  
- Completed application for registration of a limited liability company,  
- Proof of identity of the founder: copy of personal ID card, and if the founder is a 
foreign national, copy of passport, which should be translated into Serbian language and 
certified by a court interpreter. If the founder is a legal entity, an excerpt from the 
original register is submitted (if the founder is a foreign legal entity, the excerpt is 
translated into Serbian and certified by a certified court interpreter),  
- Document of association (memorandum  or decision)  with certified signatures of  
company founders, 
 - Agreement of founders on the value of contributions in kind, if it is not contained in 
the incorporation agreement, 
- Resolution on appointment of the representative, if no representative is designated by 
the incorporation agreement, 
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- Certified representative’s signature ("OP form" certified by the court),  
- Proof of payment of the registration fee. 
 
3. General partnership  
The following documentation is to be submitted to the SBRA when filing the application 
for registration: 
- Completed application for registration of a general partnership,  
- Proof of the identity of the founder (copy of personal ID card or passport),  
- Memorandum of association with certified signatures of the founders, 
- Certified representative’s signature ("OP form" certified by the court),  
- Proof of payment of the registration fee. 
  
Pursuant to the provisions of the Law on Companies, in addition to the Memorandum of 
association   a general partnership may also have a Partnership agreement defining the 
company's operations and management. The Partnership agreement is not attached to 
the application for registration. In the event of any inconsistency between the 
Memorandum of Association and the Partnership agreement, the Memorandum of 
association shall apply. 
 

4.  Limited partnership 
The following documentation is to be submitted to the SBRA when filing the application 
for registration:  
 - Completed application for registration of a limited partnership,  
- Proof of  identity of the founder; copy of personal ID card, and if the founder is a 
foreign national, copy of passport which should be translated into Serbian language and 
certified by a court interpreter. If the founder is a legal entity, an excerpt from the 
original register is submitted (if the founder is a foreign legal entity, the excerpt is 
translated into Serbian and certified by a certified court interpreter),  
- Document of association (memorandum or decision)  with certified signatures of  
company founders, 
 - Bank confirmation of the limited partner’s payment of the contribution in a temporary  
account or his certified statement that he provided a cash contribution, 
- Founders agreement on the value of the limited partner’s contribution in kind  if it is 
not contained in the Memorandum of association,  
- Decision on the appointment of the representative if no representative is designated 
by the Memorandum of association ("OP form" certified by the court),  
-Proof of payment of the registration fee.  
 

5. Joint stock company (open or closed)  
 
The following documentation is to be submitted to the SBRA when filing the application 
for registration:  
-Completed application for registration of a joint stock company, 
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- Proof of  identity of the founder; copy of personal ID card, and if the founder is a 
foreign national, copy of passport which should be translated into Serbian language 
and certified by a court interpreter. If the founder is a legal entity, an excerpt from the 
original register is submitted (if the founder is a foreign legal entity, the excerpt is 
translated into Serbian and certified by a certified court interpreter),  
 - Document of association (memorandum or decision) with certified signatures of  
company founders and bank statement regarding the subscribed shares,  
- Bank statement on cash contributions on the temporary account, 
- Proof of publication and content of a public invitation for subscription and payment of 
shares (prospectus) with the approval of the prospectus by the competent authority,  
- Decision on the appointment of the representative if no representative is designated 
by the Memorandum of association, certifies signature of the representative ("OP 
form" certified by the court),   
-Proof of payment of the registration fee. 
 
AFTER THE REGISTRATION  
 
I COMPANY REGISTRATION NUMBER  
 
As of 1 January 2006, the Register of companies is kept by the Serbian Business 
Registers Agency (SBRA). By registering with the SBRA, a company receives the 
company registration number, and as of 6 May 2009, the Tax Identification Number is 
also issued there. 
  
 II Tax Identification Number - TIN  
 
With the entry into force of the "Rulebook on the allocation of the tax identification 
number of legal entities, entrepreneurs and other entities for which the registration 
authority is the Business Registers Agency" ("Official Gazette of the RS" no. 32/2009, 
issued on 5. May 2009), the SBRA started applying the one-stop-shop system of  
company registration. This system enables citizens to file their registration applications 
and collect certificates of incorporation and their TINs at the SBRA counter within the 
period prescribed by the Law on Registration of Legal Entities (5 days). Applications for 
company registration can be submitted solely on the new integrated application forms 
for registration of entrepreneurs and legal entities  and for the entry into the Register 
of taxpayers prescribed in the “ Rulebook on the allocation of the tax identification 
number of legal entities, entrepreneurs and other entities for which the registration 
authority is the  Business Registers Agency."  
When filling out the new registration applications, applicants should fill in legibly all the 
requested information which the SBRA electronically forwards to other government 
authorities on their behalf (Tax Administration, Pension fund, PHII), for the purpose of 
implementing appropriate administrative procedures related to starting a new business 
(all necessary instructions regarding the registration of legal entities and entrepreneurs 
can be found in the "Instructions" section). 
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III OTHER  
 
1. Seal- to make it one needs the SBRA’s certificate. In case of entrepreneurs, the seal 
should be rectangular and must contain the name of the sole trader, the address, the 
owner's name and the name on the seal must be identical to the name of the sole 
trader stated in the Certificate of registration. 
  
2. OP form - for the certification of signatures of persons authorized for representation,  
certified in the Municipality or court.  
 
3. Bank account - agreement on opening a bank account and the specimen signature 
card.  
4. Applying for registration of employers – it is carried out in the Tax Administration 
branch in the municipality where the company seat is. Required documents: ERP form 
(it can be found on the Tax Administration’s website), Certificate of registration - SBRA,  
TIN, Certified OP form.  
 
For more information please contact the Tax Administration branch in Pirot, 87 Srpskih 
Vladara Street.   
 
STEP 5  
Taxes and financial liabilities  
 
After a successful registration, it is necessary to find a certified bookkeeper  who will 
keep a record of your financial rights and obligations and ensure that everything is in 
accordance with the law. It is advisable that your bookkeeper’s business seat is in the 
municipality of Pirot (like your company), since a local bookkeeper is bound to know 
local laws and regulations better. 
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MOST IMPORTANT TAXES FOR BUSINESS ENTITIES 

 
  
CORPORATE TAX 
SELF-EMPLOYMENT INCOME TAX  
EXCISE TAX 
VAT 
PAYROLL TAX 
PROPERTY TAX 
 
   
TAXATION OF SOLE PROPRIETORS  
 
In accordance with the local regulations, the taxation is performed in the following 
manner: 

 - According to revenue on a lump sum basis (in accordance with the decision of the Tax 
Administration),  total turnover of up to 3,000,000.00 per calendar year, 
- According to actual turnover (required book keeping), the total turnover over  
3,000,000.00 per calendar year, 
- VAT taxpayer, the total turnover of over 8,000,000.00 dinars in the last 12 months (one 
can become a VAT taxpayer based of the planned turnover in that amount, or you can 
register the newly formed proprietorship in the VAT system.)  
 
SELF-EMPLOYMENT INCOME TAX  
The following is paid: 
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-Personal Income tax on income arising from self-employment - 10%, 
- Contributions for compulsory social insurance (37.8% in total), 
 -    Contributions for pension and disability insurance at the rate of 24%, 
 -    Health insurance contribution at the rate of 12.3%, 
 -   Unemployment insurance contribution at the 1.5% rate, 
Base for the calculation of self-employment income tax and contributions for 
compulsory social insurance: 
- For entrepreneurs - taxable income or lump sum income  
- Employee's salary.  
 
DECISION ON THE CALCULATION OF TAXES AND CONTRIBUTIONS  
 
Calculation of taxes and contributions is made by the tax authority who issues the 
following decisions to the taxpayers:  
- For advance tax payments, 
-For finally determined tax liability at the end of a business year.  
 
According to the method of bookkeeping entrepreneurs are divided into:  
- entrepreneurs who keep books on the double-entry basis, 
- entrepreneurs who are paying tax on the lump sum revenue shall keep the book of 
realized turnover  (KPO).  
 
Entrepreneurs who are paying tax on the lump sum revenue shall only keep the book of 
realized turnover of lump sum taxpayers and are not required to determine the financial 
results of operations and to file their Balance Sheets and Tax Accounts to the tax 
authorities. 
  
Disposition of funds: lump sum taxpayer may withdraw cash from their business 
accounts, without restriction and without submitting documents regarding the purpose 
of withdrawing and spending those funds. Financial assets of the business may be used 
for business and personal needs. 
  
VALUE ADDED TAX (VAT)  
 
As a turnover tax it is effective from 1 January 2005 with a general tax rate of 20% (for 
most products and services), and the special rate is 8% (excise goods). 
  
VAT purposes:  

- Revenue for the state, 
- Reduces the size of the informal economy and encourages fair competition (each 

transaction stage is taxable), 
- Promotes exports and makes it cheaper (VAT is not paid on exports), 
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- Increases the number of taxpayers (those who do business with taxpayers 
outside the VAT system are not entitled to a tax refund).  

 
The VAT can be paid in two reporting periods:  

- The calendar month, the taxpayer pays tax each month, if in the past 12 months 
his  total turnover exceeded 20,000,000.00 dinars,  

- The calendar quarter, the taxpayer pays VAT every 3 months, if in the past 12 
months his total turnover was over 8,000,000.00 and less than 20,000,000.00 
dinars.  

 
Companies that are in the VAT system set prices of goods and services without VAT. 
They add the VAT to that price thus forming the sales price (sales). When purchasing 
goods and services for conducting their business activities, the company pays its 
suppliers a price which includes VAT (purchase). At the end of the tax period, the 
company pays the difference between the sales and purchase VATs.  
 
Implementation of regulations on fiscal cash registers:  
According to the Law on Fiscal Cash Registers, legal entities and entrepreneurs who are 
engaged in retail trading and who provide services to individuals must record each   
transaction through fiscal cash registers solely (unless they are exempted under some  
regulation). An entrepreneur who has a cash register has an obligation to keep the   so 
called EDI book (the record of daily reports). 
  
Every business is related to three major spheres of financial activities: purchase, sales 
and obligations to the state. An entrepreneur must service his obligations towards his 
suppliers (purchase), the state, employees, creditors, whereas he collects his 
receivables from  the customers. Liquidity is achieved when liabilities are subtracted 
from receivables. For a business, it is important that receivables exceed liabilities and 
that these receivable are collectible.  
 
 
PAYROLL TAXES, for employees  
 
Payroll taxes are paid for those who work under a contract of employment or 
temporary or provisional contracts (except for those who work under this contract and 
are under 26 years of age and are studying). 
Tax is paid on gross salary, at the rate of 12 percent, but it is not paid on the non-
taxable amount of salary (as of 1 January 2014 this amount is  11,242.00 dinars). Find 
more details regarding this segment in the part on the general tax policy in Serbia.  
 
PROPERTY TAX 
 
From the beginning of 2014, all companies using certain property, no matter whether it 
is in their possession or not, will pay property tax.  A taxpayer is anyone who owns or  
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uses a property, but paying taxes cannot be the basis for the acquisition of property. 
The latest amendments to the Law changed the way in which the property tax base for 
legal persons is calculated. Until now, it was defined as the book value, the amount 
stated in the accounting records as the present value of the property, and from now on 
it will be either the market value, if that is the bookkeeping method, or it will be 
determined in the same manner as for natural persons. 
 
For production facilities - large halls and warehouses for which it is not possible to 
apply the average price of apartment square meter, the base is calculated differently so 
that the book value of the object is added to the market value of the land. Taxpayers 
themselves will assess the market value of the property and will be responsible for the 
assessment.  
 
Property tax rates in the municipality of Pirot as of 1 January 2014 are as follows:  

1. For immovable property of taxpayers who keep business books - 0.4%  
2. For the land of  taxpayers who do not keep business books - 0.3% 
3. For immovable property of taxpayers who do not keep business books, except 

for  land,  depending on the tax base: 
 

On tax base  Tax 

(1) up to 10,000,000 dinаrs 0.3% 

(2) from 10,000,000 to 25,000,000 dinаrs Tax from point (1) + 0.5% on the amount 
exceeding 10,000,000 dinаrs 

(3) from 25,000,000 to 50,000,000 dinаrs Tax from point  (2) + 0.9% on the 
amount exceeding 25,000,000 dinаrs 

(4)  over 50,000,000 dinаrs Tax from point (3) + 1.9% on the amount 
exceeding 50,000,000 dinаrs 

 
In the municipal council’s decision it is stated  that the Decision on determining zones 
and the  best-equipped zone for the purpose of determining the property tax amount, 
the municipality of Pirot consists of the first zone, the second zone, the third zone and 
the fourth zone, and that the first zone is the best-equipped one. 
 
 The coefficients in the municipality of Pirot are as follows: 

- Zone 1 - 1.00%  
- Zone 2 – 0.8% 
- Zone 3 - 0.6% 
- Zone 4 - 0.4%. 

  
FEES  
Local fees for businesses (company name display fee, fee for garbage collection, water 
charges, etc.) depend on the activity they perform, so at this stage it is necessary to 
visit the Pirot municipality Service centre and through the LEDO office get information  
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about the benefits that the municipality has to offer to businesses through incentives 
and business activities in the industrial or free zone.  
 
 
PUBLIC UTILITIES  
 
Tariffs on the basis of which the amount that the employer has to pay for the use of 
utilities (water, electricity, gas, TV subscription) are usually higher than those paid by 
households. Local self-governments have different tariffs for certain utilities. When 
starting a business, be aware that you will be paying more that other citizens for water, 
electricity, utilities and gas.  
 
STEP 6  
Employment  
 
In addition to the qualified workforce that you need to have when starting or 
expanding your business, regarding the employment matters it is necessary to get 
acquainted at least with the basic provisions of the Labour Law (Official Gazette of RS, 
no. 24/2005, 61/2005 and 54/2009) and to consult with a lawyer and an accountant. 
The Labour Law regulates all basic issues related to employment and work, and the 
existing law should be improved to allow easier recruitment and clear working 
relationship between workers and employers. 
 
The first step in hiring is primarily finding people with specific qualifications, knowledge 
and skills necessary to perform certain activities. The right person can be found 
through the National Employment Service or through licensed recruitment agencies 
and companies who will find you the staff you need and charge you for it. 
Nevertheless, these people are competent to find the best possible employees and 
save your time and money that would be spent during the candidate selection process. 
 
One of the most common methods of recruitment and employment is through 
referrals. In these cases think carefully  whether the person you are hiring is qualified 
and can he/she help your company grow. When you select and decide to hire a 
particular person the administrative part begins, where the Law defines the types of 
employment contracts, which elements it should include, what are the rights and 
obligations of employers and employees in respect of each contract. Employment 
contract forms can be bought in bookstores, but our recommendation is to shape it 
yourself with the help of a qualified person. For business beginners, when hiring it is  
advisable to sign a temporary employment contract first  (3 to 12 months), and when 
you are convinced that the employee meets all your criteria, after a maximum of one 
year, the law obliges you to hire that person for an indefinite time period. 
 
This is the registration procedure: 
I SELF REGISTRATION 
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Self registration means registering for the compulsory   pension and disability insurance 
and health insurance of persons who start their own business (entrepreneurs, 
craftsmen, sole traders, Ltd., jsc, etc.),i.e. in the case of self-employment. 
 
One-stop shop - for self registration, change and deregistration of the compulsory 
pension and disability insurance, health insurance and unemployment insurance you 
need the following: 
 
For all companies: 

- OPD form for registration, change and deregistration of the contribution payers ( 
company registration), 

- Form - M for registration, change and deregistration (person/owner 
registration), 

- copy of personal identity card (identity card for inspection),  
- company registration document (Certificate of incorporation from the SBRA).  

 
Legal entities (ltd, jsc, etc.) should also submit the following: 

- the act of performing management operations and governing powers, 
- registration, change and deregistration  are done at the PHII or PDIF branches 

according to the company seat. 
  
II EMPLOYEE REGISTRATION 
 
1. A contract of employment (Articles 24, 47, Labour Law) can be concluded for an 
indefinite or definite term.  
Definite term contract cannot exceed 12 months without interruption or with an 
interruption of less than 30 working days. The Labour Law stipulates the conditions 
under which a definite term employment agreement can be entered into. In addition to 
the definite and indefinite term employment contracts, the Law also regulates other 
types of contracts that may be concluded between the employer and the employee.  

2. Registration (one-stop-shop) - for employee registration, change and deregistration of 
the compulsory pension and disability insurance, health insurance and unemployment 
insurance you need the following: 
 - Form M (Note: If you are registering at a PHII branch,  the M-A Form certificate is not 
required because you shall receive it upon completion of the registration at the 
counter),  
- Contract of employment, 
- Employment card. 
 

 Registration, change and deregistration  are done at the PHII or PDIF branches 
according to the company seat location. Registration, change and deregistration  
procedures can also be performed in electronic format. 
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It is best to register your employees or yourself at the PHII branch  because you will 
immediately be issued a health insurance card for the newly employed.  
 

Types of employment  
 

As a rule, employment contract is concluded for an indefinite term. According to Article 
31 paragraph 2 of the Labour Law, this is the basic type. Employment contract where 
the term/duration of the Contract is not set shall be considered a labor contract for 
indefinite term.  

Employment can be:  
- for an indefinite term  
-  for a definite term  
- probation work  
- part time work  
- trainee  
- for work performed outside the employer’s premises.  
   
Work outside the scope of employment entails the following types of work:  
- temporary and periodical work,  
- service contract,  
- contract of representation and mediation,  
- Vocational training and professional development (voluntary) and additional work,  
- Youth or students' cooperatives.  
   
Labour Law for foreign citizens  

Foreign citizen  is a natural person  who has a foreign citizenship or has not got any of 
the existing citizenship.  

Rights of foreign citizens may be classified in terms of their availability in at least three 
groups:  
1. rights that foreign citizens cannot enjoy (the right to vote, public functions, etc.),  
2. relatively reserved rights that are available to foreign citizens  if a certain condition is 
met (reciprocity, approval, address, etc.).  
3. general rights that are equal for foreign citizens and nationals.  

In Serbia, general rights include the right to employment, hence a foreign citizen with 
permanent or temporary residence permit can be employed by a company, an 
entrepreneur and a public sector organization if he/she meets the requirements 
stipulated by the law, general acts or a collective contract  of the legal entity. 
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Therefore, a foreign citizen exercises the freedoms and rights proclaimed by the 
Constitution and the law.  

The Law on the Conditions for Employment of Foreign Citizens (Official Journal of SFRY, 
No. 11/78,64/89, and OJ of FRY No. 42/92, 24/94, 28/96 and 101/05), which  the 
Republic of Serbia uses as its own law, prescribes two conditions that a foreign citizen 
has to fulfil in order to be employed:  

1) he/she should have approval for permanent residence or temporary stay, and  
2) he/she should have approval for employment (work permit). 

A foreign citizen can enter into a labour relation without the required approval  to 
perform professional activities under the following contracts:  

1. contract on business and technical cooperation,  
2. long-term production cooperation contract,  
3. technology transfer contract, and  
4. foreign investment contract.  

The Law on Employment and Unemployment Insurance (Official Gazette No. 71/2003) 
provides that a work permit for foreign citizens and stateless persons is issued by the 
National Employment Service (Article 60 Paragraph 1(6)). The work permit is an  
approval for employment pursuant to the Law on conditions for the employment of 
foreign nationals . 
 
Foreign nationals with permanent residence in Serbia are equal to Serbian nationals 
with  regard to the employment. 
 A foreigner with permanent residence personally files the request for employment 
approval, i.e. a work permit to the relevant branch of the National Employment Service. 
A foreign citizen with  permanent residence requires the following documentation: 
· Request (received at the NES), and 
· Certified copy of the permit for permanent residence in Serbia or a photocopy of  
personal ID card.  

A foreign national who has the temporary residence (evidenced by the residency  
certificate issued by the Ministry of Interior, or a photocopy of a passport with a 
temporary residence permit) can obtain a work permit based on the request of the 
employer.  
   
The employer submits a request to the relevant branch of the National Employment 
Service (relevant form can be found at the NES). An explanation and an opinion 
regarding  the need for employing that particular person is attached to the request, 
along with a validated diploma as a proof of professional qualification, or other 
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document evidencing that the foreign citizen meets the requirements for the execution 
of activities and tasks for which the work permit is requested. 

It can be said that the approval of residency and permission to work are functionally co-
dependent. 
Penal provisions in the form of fines are envisaged for not acting in accordance with the 
law. 

Employment of a foreign citizen shall be terminated when: 
1. his/her  residence term expires; 
2. approval is annulled; 
3. residence is cancelled; 
4. contract expires. 

 
Step 7  
INSPECTIONS  

 
Inspections are state or local government bodies whose task is to monitor compliance 
with regulations and lawful operation of all entities, even private entrepreneurs and 
companies.  
 
Each inspection is responsible for the control of implementation of regulations in a 
specific area: market inspection inspects the application of the law on trade and 
consumer protection, sanitary inspection controls compliance with health and hygiene  
related regulations, etc.  Also, there are regulations whose application is controlled by 
several inspections. For example, this is the case with the  Law on Protection from 
Exposure to Second-Hand Tobacco Smoke.  
 
There are also inspections which a private entrepreneur will never encounter, such as 
the administrative inspection (inspects administrative bodies) or the Defence 
Inspectorate (aka military inspection).  
 

Inspection supervision in Serbia is performed by inspection services which  represent 
organizational units (sectors or departments) of ministries. Inspections generally 
supervise the implementation of regulations and their control  in a given area. List of 
inspection services, the scope of their activities and the ministry to which they belong 
will help you to get information regarding the work of each inspection and its powers 
(rights and obligations). 
  
You will find a list and links to their web sites below.  
 
Labour inspection  
Ministry of labour, employment and social policy - http://www.minrzs.gov.rs 

http://www.minrzs.gov.rs/
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Performs inspection supervision in the field of labour, labour relations and health and 
safety at work, and inspections of deaths, serious  and collective work related injuries. 
Activities of the inspectorate are aimed at suppressing the black market, reducing the 
number of violations of labour-legal relations (overtime, payment of wages, other forms 
of discrimination), and at the development of a modern labour inspection system. 
 
Market inspection 
 Ministry of Trade and Services http://www.mtu.gov.rs/cms/ 
 
Market inspection performs inspection supervision over the implementation of laws and 
regulations governing: the conditions for trade in goods and provision of services 
provided by natural and legal persons and entrepreneurs, the prices of goods and 
services, the quality of industrial non-food products in production and trading, quality of 
services, establishment of the conditions for economic activities in areas that are 
subject to control, taking measures stipulated by the law, preventing unfair competition 
(control of marketing, advertising and offering of goods and services by specifying 
information which creates or may create confusion in the market, control of the sale of 
goods with labels and data that create or may create confusion concerning the origin 
and quality of goods, etc.), control of measuring instruments and units of measure 
(apparent malfunction of a measuring instrument and accuracy of measurement of the 
goods which are measured prior to sale); inspection  supervision over the 
implementation of laws and regulations governing consumer protection and advertising  
and inspection supervision over  manufacturing and sale of goods infringing intellectual 
property rights and the supervision over the production and circulation of goods 
protected by copyright or related rights; jobs that are directly related to the 
performance of  inspection supervision, financial and material operations in respect of 
goods confiscated during the inspection, etc.; cooperation with other inspection bodies, 
judicial authorities, other agencies and organizations, associations and institutions 
whose activities are related or relevant to the work of the sector; submission of reports 
and information on the situation within the scope of the sector, and other activities in 
accordance with the regulations governing inspection supervision. 
  
 
Sanitary Inspection  
Ministry of Health - http://www.zdravlje.gov.rs/index.php 
 
The Department of sanitary supervision performs activities which include the following: 
sanitary and health supervision in areas under sanitary supervision – by direct insight 
into the actions of companies , institutions and other legal entities and natural persons 
with regard to the implementation of laws and other regulations and laws, the 
imposition of administrative measures and implementation of other measures in 
accordance with the law; giving advice in relation to  planning documents, giving 
opinion on sanitary conditions in the process of issuing the document on town planning 

http://www.mtu.gov.rs/cms/
http://www.zdravlje.gov.rs/index.php
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and technical requirements in the  procedures of construction of objects under sanitary 
supervision, resolving administrative issues in the first instance, and other activities 
within the scope of the department.  
 
Tax inspection and the police  
Ministry of Finance, Tax Administration http://www.poreskauprava.gov.rs/ 
 
The first level of control is performed by the Control sector of the Tax Administration. If 
it is determined that there is something wrong with the documentation submitted, 
field inspectors are sent to perform on-site inspection. After that, based on the severity 
of violation, the case is handed over to the Tax Police or remains within the office 
control. Cases of serious violations of the law such as evasions, major frauds, and so on 
are  usually given to the Police Administration. 
 
 "Environmental" inspection  
www.ekoplan.gov.rs/src/Sektor-za-kontrolu-i-nadzor-65-c5-content.ht  
 
The Department for the control and supervision of the Ministry of Environment and 
Spatial Planning performs tasks related to the following: 
environmental pollution protection;  
protection and use of natural resources, resources and  fishery; 
procedure in the event of an accident; 
harmonization of activities of the Environmental protection inspection at all levels in 
the Republic of Serbia with the requirements of the European Union to implement the 
Recommendations of the Council of Europe and the European Parliament on the 
minimum criteria for environmental inspections;  
preparation of reports and records on the implementation of  inspection supervision;  
participation in the preparation of expert bases in drafting legislation;  
inspection in the field of construction and use of buildings of importance to the 
Republic within the scope prescribed by law;  
joint inspections on buildings of importance to the Republic,   with other inspection 
bodies, supervision  of activities conferred on the  Autonomous province and local self-
governments; 
drafting and submission of administrative acts within the powers prescribed by law and 
monitoring of laws and regulations falling within the scope, initiating amendments 
thereto;  
acting upon appeals against the building inspector’s decision; 
proposing appropriate solutions in collaboration with relevant internal units;  
inspection supervision over the implementation of the provisions of the Law on 
planning and construction in the field of spatial planning, urban planning and 
construction; control of adopted spatial plans, urban plans, urban development 
projects, implementation of plans,  etc.;  

http://www.poreskauprava.gov.rs/
../www.ekoplan.gov.rs/src/Sektor-za-kontrolu-i-nadzor-65-c5-content.ht
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preparation and inspection supervision over the work of the Republic Geodetic 
Authority in the field of geodesy; perform other duties within the scope of the 
Department.  
 
Veterinary, phytosanitary and agricultural inspection  
Ministry of Agriculture, Forestry and Water Management - http://www.minpolj.gov.rs 
 
General Inspectorate of the Ministry of Agriculture, Forestry and Water Management 
was established by the Law on Ministries in July 2008. In order to improve efficiency, 
inspection services of the ministry - agriculture, veterinary, phytosanitary, forestry and 
hunting and water management inspections have been moved from the 
Administrations to the General Inspectorate.  
 
By integrating these inspection, in addition to more effective supervision and 
coordination within the services, a continuity in the chain of command and control is 
established, which enables the Minister to have a direct insight into the work of 
inspections. Inspectors report to the director of the General Inspectorate, and all other 
powers, duties and responsibilities, as well as the internal organization of inspection 
authorities remain unchanged. The objective of the General Inspectorate is to establish 
a more efficient, faster and more professional operation of the inspection and to  
prevent corruption. 
 
Communal  inspection  
Local self-government  
 
The Law on Communal Activities and the decisions of local self-governments regulate 
the operation of the communal inspection (Official Gazette of RS, Nos. 16/97 and 
42/98), and the scope of work is defined in the local self-government’ Decision on 
communal inspection.  
 
Safety and health at work  
 
Safety and health at work are regulated by the Law on Safety and Health at Work 
(Official Gazette no. 101/2005) and a number of other bylaws. Safety and health at 
work are key to a successful  business regardless of  the company size. Knowledge and 
application of laws and regulations in the field of safety and health at work will help 
employers to avoid unnecessary costs and damages resulting from injuries and 
occupational diseases.  
 
By establishing a safety and health at work system the employers protect themselves 
and their employees from the adverse consequences that affect health in the long-term 
and represent a burden in  human and  material terms.  

 
All the latest information on safety and health at work which are important for 

http://www.minpolj.gov.rs/
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employers can be found on the website of the Serbian Association of Employers  
http://www.poslodavci.rs/?page_id=406 where you can be informed in a timely manner 
about all your rights and obligations in the field of safety and health at work.  
   
 Business environment in Serbia 
  
Serbia is at the door of the European Union and at the intersection of Corridors No. 10 
and No. 7, on the Balkan Peninsula and as such represents a link between  eastern and 
western, northern and southern Europe, which in addition to the free trade agreement 
and the EU candidate country status, makes Serbia in terms of its position highly 
competitive compared to other countries in the region. In 2013, the Government of the 
Republic of Serbia made a big step towards integration into the European Union, thus 
creating a unique opportunity to accelerate reforms and meet the needs of a 
competitive economy. In terms of efficiency of business registration procedures Serbia 
is the world leader which is the first step in welcoming new companies and foreign 
investors. A specialized state agency SIEPA provides all the necessary services to 
interested investors. 
 
Although business environment in Serbia is often subject to a justified criticism of the 
local economy representatives, there are real steps taken and results achieved with 
regard to improving Serbian business environment – from  January 1, 2014, when paying 
salaries, companies, entrepreneurs and other legal entities are enabled to transfer a 
single  payment  for taxes and contributions to one account, and that government body 
shall allocate these funds. Significant progress has been made in  relation to public 
procurement, trade and taxes, as well as in the Information Technology industry. Certain 
improvements were observed in a large part of the general legal framework (with best 
results in the areas of competition protection and e-commerce), infrastructure 
(transport, energy, telecommunications), environmental protection, as well as in the 
areas of tobacco industry and the private security industry. 
 
After the election, the Government of the Republic of Serbia is expected to take a 
number of measures to improve the business environment in Serbia, which will also 
improve the ranking of our country on the world competitiveness lists. It is expected 
that in 2014 the new government will accelerate the improvement of business 
conditions in Serbia through the tax reform and a more efficient judiciary, but also 
through reliefs on salary contributions, amendments to the Labour Law and the 
simplification of procedures for issuing construction permits, in order to create 
conditions for faster  local economy development and for attracting foreign capital. 
Through a dialogue with the business sector representatives, the state initiates the  
reform of the state ownership policy, it is strengthening the public administration 
capacity for law enforcement and improving  business climate by removing  
administrative barriers.  
 
In contrast, there are numerous local self-government like Pirot, who used the crisis to 

http://www.poslodavci.rs/?page_id=406
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improve the efficiency, capacity and quality of services which they provide to citizens 
and businesses and thereby improved the business environment and competitiveness at 
the local level. These communities are holders of Certificates of Favourable Business 
Environment which they provide for the economy and investors because they are aware 
that the local economy and quality of life in local communities primarily depend on 
taxes which companies pay to the budget of the municipality.  
 
In addition to the state incentives and favourable investment environment, Pirot  is 
taking specific steps within its jurisdiction to create better business conditions and the 
standard of living - works on Corridor 10 in the municipality of Pirot are on schedule and 
after their completion a more intensive development, primarily in terms of economy, is 
expected.  

State benefits and incentives  

 
Incentives for investors  
 
Institutions of the Government of the Republic of Serbia offer specific incentives and 
benefits to investors through efficient services, simple procedures and financial 
incentives. Based on the  Government regulation  ("Official Gazette of RS" No. 56/2006), 
at the proposal of the Ministry of Finance,  investment projects in all sectors, except for 
trade, tourism, hospitality and agriculture, can apply for grants from the state budget. 
The funds are intended to finance investment projects in production and service sectors, 
which may be the subject of international trade and research and development.  
 
Among the incentives for investors, we emphasize the following:  

- the lowest corporate tax rate in Europe - 10%  
VAT on goods and services: 8% and 20%, 

- a simplified  company registration and incorporation procedure, 
- a simple procedure for foreign trade operations and the realization of foreign 

investment  
- 10 year tax exemptions for large investments (~ 8 million euros and > 100 employees)  
- tax credit: reduction of corporate tax in the amount of  20-70% of the investment in 

fixed assets,  
- state incentives for investment - from 4.000 to 10.000 € for each new job,  
- skilled and educated workforce and exceptional efficiency and low operating costs. 

Special tax reliefs  for employing persons under 30 and over 45 years of age,  
- imports exempted from customs duties on raw materials, semi-finished products, 

components and equipment. The possibility of duty-free exports of around 4650 
products to the United States,  

- restructured and stable financial system,  
- easy access to foreign markets (access to about 800 million consumers): 
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· In March 2012, Serbia obtained the EU candidate status and by the end of 2013 it has 
started the negotiations, which has enabled flexibility of business operations and  
benefits for investing, 

· The CEFTA agreement,  
· Agreement with the EFTA countries, Russia (1% duty rate), Belarus, Kazakhstan and 

Turkey, 
· Preferential terms of trade with the USA,  
· Preferential terms of trade with the EU, customs tariff reduction since 1 February 2010.  

 
In addition, In line with the Law on Free Zones, the  Free Zone Pirot provides benefits for 
business operation, namely: 

 Exports of goods and services from the zone and imports of goods and services into the 
zone are free, customs duties are not levied, 

 Imported raw materials for goods intended for export are not subject to customs duties, 
VAT and other charges are not levied  

 Imported equipment, machinery and building materials are not subject to customs 
duties, VAT and other charges, 

 free transfer of profits realized in the Zone, 
  Using the services of the Free zone Pirot Logistics Centre 
  Efficient administration in the Free Zone (one stop shop),  
 Rights of the Free Zone users established by the Law on Free Zones cannot be reduced 

by other regulations. 
 
Goods from the Zone can be placed on the domestic market following the payment of 
customs duties. If the goods entering the customs territory of Serbia are produced in the 
zone or were manipulated  with the participation of a local component, duty is paid only 
for the foreign component contained in such goods. Import into and export from the 
Zone are completely free, i.e. quotas, import or export licenses or other restrictions of 
foreign trade do not apply. 
 
Goods that are imported from the Zone to the domestic market are subject to regular 
import regime, but if the minimum local component value is 51% of the total value, such 
goods shall be considered domestic. Goods from the Zone can be temporarily taken out 
onto the national territory or enter the zone from the national territory for processing 
(processing, finishing, installation, repair, quality control, marketing presentation, etc.), 
which provides great opportunities to connect with the local economy. Zone users can 
rent, buy or build production facilities, warehouse or office buildings.  
 

Tax policy  
Tax rates  
 
The tax system is characterized by low tax rates. Corporate tax is one of the lowest in 
Europe, and the Value Added Tax and the payroll tax are lower than in most countries of 
Central and Eastern Europe.  
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Tax rates 

Value Added Tax General rate – 20% 
Special rate – 10% 

Social insurance contributions Pension and disability insurance – 13% 
Health insurance – 6.15% 
Unemployment insurance – 0.75% 

For legal persons 

Corporate tax 15% 

Tax on dividends, shares in profit, 
copyright remuneration, interest and 
capital gains 

20% 

Personal income tax 

Salaries and self-employment income  10% 

Capital income and capital gains 15% 

Copyright, real estate, games of chance 
and other income 

20% 

Annual income tax 10%/15% 

 
 
Value Added Tax 
 
It was introduced on 1 January 2005. VAT rates are: 

 20% (General rate ) 

 10% (special rate) 

 
 
Value Added Tax 
Serbia 
Bulgaria 
Slovakia 
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Czech Republic 
Poland 
Romania 
Croatia 
Hungary 
 
Corporate tax 
 
Corporate tax rate is 15%. 
 

 
 

Corporate tax  
Bulgaria 
Serbia 
Romania 
Czech Republic 
Poland 
Hungary 
Croatia 
Slovakia 
 

Withholding tax 
 
Withholding tax rate is 20%. It is paid on dividends, shares in profit, copyright 
remuneration, interest in legal person. 
 
Personal income tax 
 
Personal income tax rates are as follows: 

 Self-employment income-10% 

 Capital income and capital gains – 15% 

 Other income – 20% 
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Other types of income include income from copyright, rights related to copyright and 
industrial property rights, real estate, income earned by leasing equipment, transport 
vehicles and other moving objects, income from games of chance, income of athletes 
and sports professionals and other income.  
 
Payroll taxes are paid for those who work under a contract of employment or temporary 
or provisional contracts (except for those who work under this contract and are under 
26 years of age and are studying). Tax is paid on gross salary, at the rate of 12 percent, 
but it is not paid on the non-taxable amount of salary (as of 1 January 2014 this amount 
is  11,242.00 dinars).  
  
 
PDI employee contribution  13% 

Health insurance employee 
contribution 

6,15% 

Unemployment insurance 
employee contribution 

0,75% 

PDI employer contribution  11% 

Health insurance employer 
contribution 

6,15% 

Unemployment insurance 
employer contribution 

0,75% 

Payroll tax (net of tax exemption amount of  11,242 dinars) 10%  

 
 

Annual income tax  
 
Annual income tax is paid by natural persons - residents, including foreign nationals - 
residents who had income in a calendar year three times greater than the average 
annual salary per employee paid in the Republic in the year for which the tax is levied, 
according to data of the national statistical authority. 
 
Annual income tax is paid at the following rates:  
- for amounts up to six times the average annual salary - 10%;  
- for amounts over six times the average annual salary - 10% on the amount up to six 
times the average annual salary plus 15% on the amount over six times the average 
annual salary.  
 
Social insurance contributions  
 
Social insurance contribution rates are as follows: 
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 Pension and disability insurance – 13% 

 Health insurance – 6.15% 

 Unemployment insurance – 0.75% 
 
The total sum of social insurance contributions and  payroll taxes that are calculated on 
the net salary amounts to about 65% of net earnings.  
 

Property tax 
  
From the beginning of 2014, all companies using certain property, no matter whether it 
is in their possession or not, are paying property tax.  A taxpayer is anyone who owns or  
uses a property, but paying taxes cannot be the basis for the acquisition of property. 
The latest amendments to the Law changed the way in which the property tax base for 
legal persons is calculated. Until now, it was defined as the book value, the amount 
stated in the accounting records as the present value of the property, and from now on 
it will be either the market value, if that is the bookkeeping method, or it will be 
determined in the same manner as for natural persons. For production facilities - large 
halls and warehouses for which it is not possible to apply the average price of apartment 
square meter, the base is calculated differently so that the book value of the object is 
added to the market value of the land. Taxpayers themselves will assess the market 
value of the property and will be responsible for the assessment.  
 
Property tax rates in the municipality of Pirot as of 1 January 2014 are as follows:  

1. For immovable property of taxpayers who keep business books - 0.4%  
2. For the land of  taxpayers who do not keep business books - 0.3% 
3. For immovable property of taxpayers who do not keep business books, except 

for  land,  depending on the tax base: 
 
 
 

On tax base  Tax 

(1) up to 10,000,000 dinаrs 0.3% 

(2) from 10,000,000 to 25,000,000 dinаrs tax from point(1) + 0.5% on the amount 
exceeding 10,000,000 dinаrs 

(3) from 25,000,000 to 50,000,000 dinаrs tax from point (2) + 0.9% on the 
amount exceeding 25,000,000 dinаrs 

(4)  over 50,000,000 dinаrs tax from point (3) + 1.9% on the 
amount exceeding 50,000,000 dinаrs 

 
In the municipal council’s decision it is stated  that the Decision on determining zones 
and the  best-equipped zone for the purpose of determining the property tax amount, 
the municipality of Pirot consists of the first zone, the second zone, the third zone and 
the fourth zone, and that the first zone is the best-equipped one. 
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 The coefficients in the municipality of Pirot are as follows: 

- Zone 1 - 1.00%  
- Zone 2 – 0.8% 
- Zone 3 - 0.6% 
- Zone 4 - 0.4%. 

By linking the GIS with the Tax Administration’ software, the Municipality has an 
overview of the collection rate of property tax payers.  
 

International trade and agreements 

 
Interim Agreement on Trade and the SAA 
 
The Stabilisation and Association Agreement (SAA) and the Interim Agreement on Trade  
were signed on 29 April 2008 in Brussels, and were ratified by the National Assembly of 
the Republic of Serbia on 9 September 2008. From 1 February 2009 Serbia has been 
unilaterally implementing the Interim Agreement on Trade, while the ratification of the 
Stabilization and Association Agreement by the EU member states is expected during 
this year (it will enter into force following the ratification by the Council of Ministers of 
the EU and the European Parliament).  
 
The Stabilisation and Association Agreement (SAA) is an international treaty, whose 
signing will grant Serbia the status of associated state to the European Union. By signing 
this agreement, the relations between Serbia and the European Union become double-
binding, with precisely defined rights and obligations of both parties. The two most 
important obligations that the Republic of Serbia will commit to under this agreement 
shall be the establishment of a free trade area and harmonization of legislation of the 
Republic of Serbia with the EU law.  
 
With this agreement a free trade area between Serbia and the EU is created for an 
transitional period of six years. Serbia's obligation is to phase out tariffs on goods 
originating in the EU for a transitional period. On the other hand, with this agreement 
the European Union confirms the free access of goods from Serbia to the EU market.  
 
The Stabilisation and Association Agreement provides for a gradual introduction of free 
trade in industrial and agricultural products in the next six year period. Three groups of 
industrial products were defined, according to sensitivity, for which liberalization will be 
achieved after a period of two, five or six years. For products that are not on these lists, 
customs duties will be abolished at the moment the Agreement comes into force. It is 
ensured that the key sectors of domestic industry (such as car industry, toys, footwear, 
ceramics, etc.) remain at a high level of protection during the transitional period of five 
or six years. 
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During the first year of the Agreement implementation, duties on raw and production  
materials were reduced to 70 percent of those from the previous year, while for the  
products in more advanced processing stages duties were  reduced to 80 per cent and 
85 per cent of the 2008 tariff rates. Duties on animals for breeding and reproduction  
and some agricultural products that are not produced in Serbia, such as tropical fruits, 
spices and some types of seeds were abolished, although  duties on these products have 
been symbolically small.  

The abolition of tariffs for agricultural products, processed agricultural products, fish 
and fishery products will also be achieved gradually over a transitional period of six 
years, while maintaining tariff protection for certain products (approximately 20 percent 
of products) even after the interim period. It has been agreed that sensitive products 
such as meat, milk and wheat remain at a high level of protection during the five-year 
transitional period. The retention of seasonal protection for a number of sensitive 
products, fruits and vegetables such as tomatoes, peppers, plums and apples, has also 
been ensured.  

CEFTA  
 
The trade liberalization process in the  SEE region has begun in 2001  by signing a 
Memorandum of Understanding on trade liberalization and facilitation  under the 
auspices of the Stability Pact for SEE and thus opened the negotiations leading to the 
conclusion of a network of 32 agreements on mutual liberalization of trade in industrial 
and agricultural products, which has been established between the countries of Central 
and South Eastern Europe i.e. Albania, Bosnia and Herzegovina, Bulgaria, Croatia, 
Macedonia, Moldova, Romania, Serbia and Montenegro.  
 
Following the accession of Romania and Bulgaria into the European Union on 1 January 
2007 , the CEFTA  2006, which was signed on 19 December 2006,  included Albania, 
Bosnia and Herzegovina, Croatia, Macedonia, Moldova, Serbia and Montenegro. All 
countries have ratified the Agreement and it is still being implemented. The agreement 
provides for the market expansion for all products, trade under the same conditions for 
all producers; it expands and modernizes free trade, opens larger markets for trade and 
investment and establishes institutions authorized to operate in this area. The 
agreement envisages liberalization of public procurement, attracting investments into 
the signatory countries, and it increases the chances of entering European markets 
under preferential treatment.  
 
In contrast to the bilateral agreements according to which only bilateral cumulation of 
origin was implemented, the CEFTA allows diagonal cumulation, i.e. the cumulation of 
origin of goods which are produced in several countries in the region which will have the 
status of domestic origin. If a product or raw material from one CEFTA country  is 
worked or processed in another CEFTA country, it will change its origin and will be 
exported to another CEFTA country as the product of that country. If the next importing 



43Expose d.o.o 

country further processes this product it would again change its origin. A product 
originates from the CEFTA member country of final manufacture. 
 
This agreement provides for the cumulation of origin outside the  CEFTA zone, with the 
EU member states, the EFTA countries (Iceland, Norway, Switzerland, Liechtenstein) and 
Turkey. However, to cumulate the originating status of goods with non-CEFTA countries 
three requirements need to me met: 
- each of the CEFTA countries has concluded agreements with the EU, EFTA or Turkey, 
-  the agreement is based on the Pan-European rules, and  
- there is a protocol within the agreement which provides for such a cumulation. 
 
It should be noted that the customs duties and other fees are paid for non-originating 
elements of  the product. For this reason it is important for foreign companies to keep 
records in a proper manner or otherwise the certificates would be withdrawn. The 
application of diagonal cumulation of origin of goods (in trade between the countries of  
the region and between the region and the EU) promotes the exports and investment 
capacities of the region,  growth of its technological capacities and competitiveness, and 
consequently the required level of product competence for placement on the EU market  
and on the global level. 
  
The CEFTA 2006 improved the mechanism for resolving disputes that may arise during 
the implementation of the agreement, which represents a new quality and a factor of 
greater assurance of liberalization in the region.  
 
On 15 December 2011, the Additional Protocol to the Agreement on Amendment of and 
Accession to the Central European Free Trade  Agreement came into force, which 
provides that the parties will abolish all customs duties on imports, all charges having 
equivalent effect, and all import duties of a fiscal nature in trade between them on  the 
date of entry into force of the Additional Protocol, on all products other than those 
subject to bilateral concessions, as listed in Annex 10 to this Additional Protocol.  
 
Annex 3.7 to the CEFTA 2006 which has until now regulated the import of agricultural 
products to Serbia from the CEFTA countries (concessions for agricultural products), was 
replaced by a new Annex 10.5, which is an integral part of the Additional Protocol. 
Annex 10.5 only includes those agricultural products that have not been liberalized and 
are imported from the Republic of Croatia. 
  
This means that the with the entry into force of the Additional Protocol the preferential 
agricultural trade with Albania and Moldova, which has been subject to certain 
concessions, becomes fully liberalized. On the other hand, the stated also means that 
preferential trade with Croatia within the CEFTA Agreement is further liberalized 
because it reduces the number of products that are the subject to bilateral concessions 
within which  preferential duty rates for 2010 and 2011 are stipulated,  as well as even 
more favourable duty rate within larger quantitative restrictions (approved quotas). 

http://siepa.gov.rs/files/pdf2010/DodatniProtokol_CEFTA.pdf
http://siepa.gov.rs/files/pdf2010/DodatniProtokol_CEFTA.pdf
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 Free Trade Agreement between the Russian Federation and Serbia  
 
Free Trade Agreement between the Russian Federation  and Serbia (then FRY) was 
signed on 28 August 2000 to scale up and improve mutual trade and economic 
cooperation. Serbia is the only country in Europe, besides some members of the 
Commonwealth of Independent States (CIS), which has signed a free trade agreement 
with Russia. The agreement stipulates that  goods which are considered to be of Serbian 
origin (over 50% of their content is from Serbia) are exported to Russia customs, unless 
they are excluded from free trade regime. 
The agreement is one of the most important advantages that Serbia has in attracting 
foreign investment compared to other countries, given that other than some former 
Soviet republics, no other country in the world enjoys a free trade agreement  with 
Russia. 
 
 A list of products excluded from the free trade regime is revised annually. A new 
Protocol between the Government of the Republic of Serbia and the Government of the 
Russian Federation on exemptions from the free trade regime and rules for determining 
the country of origin was signed on 22 July 2011 and has been provisionally 
implemented ever since, replacing the previously applied 2009 Protocol.   
 
Compared to the previous list of exempted products, products such as starch, insulin, 
glucose syrup, carpets and other floor coverings, cash registers, monitors and 
projectors, wooden furniture are excluded from the list of exemptions, which means 
they can be subject to preferential trade / exports from Serbia to Russia. However, the 
list of excluded products is longer compared to the previous one, because of some 
products that were not on the list but have now been added because of Belarus and 
Kazakhstan, such as: cheeses, a variety of tyres, cotton fabrics, various categories of 
motor vehicles.  
 
Free trade regime shall apply provided that products with origin are  purchased directly 
from a person who is duly registered as a business entity in the Contracting Parties and 
are delivered directly to the territory of the Contracting Parties, where the transit 
through the territory of other countries, as well as temporary storage, reloading, etc. 
which is dependent on geographic, transportation, technical or economic circumstances 
is allowed. This means that in the future it  will not be possible to receive the 
preferential treatment in cases where a seller and / or buyer is a persons who is not 
registered as a business entity in the Contracting Parties (not residents of Russia and 
Serbia).  
 
The condition for acquiring preferential origin has remained unchanged (the value of 
non-originating materials used does not exceed 50% of the product value), but the 
materials of Kazakhstan and Belarus-preferential origin should be considered as  
originating materials in the sense of cumulation of origin.  
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For the purpose of proving preferential origin of delivered products, a Certificate of 
origin of goods Form CT-2  is submitted.  This certificate is valid 12 months from the 
issue date. Proof for the consignments of small value not exceeding $ 5,000 may be the  
declaration of origin of goods issued  by the exporter on commercial or other supporting 
documents.  
 
Free Trade Agreement between Serbia and Belarus  
 
Free Trade Agreement between the Republic of Serbia and the Republic of Belarus was 
signed on 31 March 2009 in Minsk.  
 
To align its trade regime between the Republic of Serbia and the member states of the 
Customs Union of Belarus, the Republic of Kazakhstan and the Russian Federation, on 15 
June 2011 the Government of the Republic of Serbia and the Government of the 
Republic of Belarus signed the Protocol on Amending the Agreement on Free Trade. The 
protocol provided for a list of products that are excluded from the free trade regime, as 
well as rules on determining the country of origin.  
 
Country of origin of goods shall be considered a Signatory Country within whose 
territory the goods are wholly obtained or sufficiently worked/processed. It is believed 
that the goods have undergone sufficient working/processing if the goods are worked/ 
processed and value of materials of foreign origin used in the process does not exceed 
50% of the value of goods exported. The cumulation of origin applies, which means that 
goods will be considered  originating in Serbia if they are obtained there, and materials 
from Serbia, Kazakhstan, Belarus and Russia that were used were not required to have 
undergone sufficient working/processing.  Methods of preservation of goods  during 
storage or transport, modelling of packages, sorting, repackaging, cleaning, washing, 
dyeing, simple methods of assembling or disassembling parts of  goods and the like will 
not be considered sufficient working/ processing.  
 
The conditions for the implementation of the free trade regime is that there is a 
contract between residents of the Signatory Countries, the Certificate of Origin Form ST-
2, and a direct delivery supported by relevant documents.  
From the beginning of 2012, the ST-2 certificate is issued by the Customs 
Administration. The certificate is valid for 12 months for a single consignment of goods 
and there is a possibility of a 5% variation from the amount indicated on the certificate.  
For small value consignments whose customs value does not exceed $ 5,000, instead of 
the certificate, a declaration of origin is submitted on a commercial invoice or other 
supporting document. 

  
 Land and zones 

  
 Industrial and work zones  
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All industrial and work zones are defined by the General Urban Plan and the Regulation 
Plan. Zone play an important role as instruments for fastest attraction of  investments as 
tools of  local development policies and whose effects and benefits are competitive in 
relation to other concepts of economic development. Industrial Zones provide the most 
favourable conditions for businesses and profit making for the purpose of satisfying the 
interests of users, the economy and the town of Pirot.  
 
Incentives for investors who operate in the Industrial Zone:  
 
1. For the construction and use of buildings in the Industrial park (zones) Pirot 

  Land lease and sale, 

 The investor is exempted from paying fees for all administrative acts and actions  
relating to construction  and urban planning 

 The investor is exempted from paying land development fees 

 The investor is exempted from paying the fee for issuance of documents in 
proceedings for the approval for the construction of facilities and connecting 
them to water supply and heating networks 

 Exemption from fees for the issuance of all planning documents related to 
construction.  

2. For the use of facilities  

 The investor is exempted from paying the fee for the construction land use and 
local public taxes,  

 Special privileges to use facilities (in accordance with the Decision of Pirot 
Municipal Assembly).  
 

The General Urban Plan of Pirot municipality provided for the following industrial 
(work) zones: 

  Part of the Industrial Zone Beg Basca (6.5 ha) with complete infrastructure. 
During 2011, the municipality of Pirot sold through auction a part of the land 
and thus got the first tenants in the Industrial Zone Beg Basca,  

  Bozurato – an area of 12.9 ha, 30% free, 

  Sredorek and Barije - area of 29.6 ha, 70% free.  
 

Industrial Zone Beg Basca 
  

 Activities: Industry and storage 

 Area: 25 ha (state and privately owned), 6.5 ha with completed  
infrastructure  

 Infrastructure - water, sewer, electricity, telecommunications, roads  

  The land is parcelled into lots, sizes from 730 m2 to 1700 m2 

 Method of sale – auction 
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 Distance from the town centre – 2 km, it is located on the regional road  Pirot 
- Knjazevac, as well as the international road E-80. 
 

  
Industrial Zone Pirot has a favourable location with a specific transport related 
advantages in terms of connections to the main roads and the Pirot District transport 
network, which ensures a strategic position of this Industrial Zone and enables a large 
number of domestic companies to become involved in the global  flow of goods in the 
fastest and cheapest way. 
 
The mission of Industrial Zone Beg Basca Pirot is to be the means of attracting  
investments in the service of regional development through the creation of new jobs 
and ensuring financial savings for business users (customs, duties, taxes, stimulating 
economic policy measures) and directing international trade through controlled 
channels.  
 
Since the area of the Beg Basca Industrial Zone  spatially and functionally fits into the 
industrial and commercial complex which starts with locations with already existing 
industrial facilities intended for brownfield investments (former Polet, Dragos and 
Kartaljevic factories), Tigar 3, Tigar Tyres, Free Zone and continues  as Industrial Zone 
Beg Basca. The total area of the "economic zone" formed in this manner is 150 ha. 
 
Industrial (work) zone Bozurato (with a possibility of including a part of the barrack 
facility)  
 
Activities: Industry and storage (defined by the General Urban Plan) 
Industrial Zone Area: 12.9 ha  
Work zone storage area - 19.8 ha 
 
Industrial Zone Sredorek and Barije 
 

 Activities: Industry and storage  
 Area:A19+A20=29.6 ha 
 Free space: 70% 

 Zone for storage and service functions  
Activities: storage,  services, trade, family housing and others.  
Area: A16 + A17 + A18 = 14ha  
Free space: 60%  
 

The "Free Zone JSC" also operates in the municipality of Pirot, which has ownership 
interests in it. This is one of the first and successful forms of the public-private 
partnerships in the country. According to its results, this is the most successful zone in 
Serbia, which will be further discussed later in this Manual.  
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Free zones are physically separated and designated parts of the territory of the Republic 
of Serbia, equipped with infrastructure, where production and service activities with 
certain incentives can be carried out. 
  
 At present, there are 13 free zones in Serbia  in which all types of business and 
industrial activities  can be performed, including manufacturing, storage, packaging, 
trade, banking and insurance. Free zones may be established and managed both by 
domestic and foreign companies. Earnings and revenues that are realized within the 
free zone can be transferred to any country, including Serbia, freely, without prior 
approval, without charging any taxes, duties or fees. This creates enormous 
opportunities for the co-operation of local and foreign industry.  
 
When operating in free zones, investors are provided with special incentives and 
preferential tax regime (exemption from VAT and customs duties on imports of raw 
materials used for production of export goods, machinery, equipment and building 
materials).  
Import and export of goods into the zone is unlimited. Goods that are imported from 
the zone to the domestic market are subject to the regime of import of foreign goods. 
Employers within the free zone can lease office space, workshops and storage space and 
have support services (standardization, insurance, freight forwarding, etc.) under 
favourable conditions, which will be discussed in more detail in the section on Free Zone 
Pirot.  
   
In the municipality of Pirot there are economic capacities which  are not currently in use 
due to the present situation and status, and whose activation would contribute to the  
local economic development, which could also be the subject of cooperation with 
foreign investors. Local Economic Development Office has all the information on 
companies in this category who are in bankruptcy and restructuring, and the sectors 
covered are transportation, publishing, chemical industry, wood processing, agriculture, 
food processing and metal processing industries.  
 
All geospatial information and services related to urban planning and landscaping, 
building land, transportation, utilities, natural and other resources, are integrated in the 
municipal geographic information system (GIS) that enables the collection, processing, 
maintenance, analysis and exchange of information. GIS enables the efficient 
management of municipal resources by improving the quality and efficiency of services 
that the local government and its public enterprises (Cadastre, Construction Directorate, 
etc.) provide to citizens and businesses. In this way, the GIS is to serve the citizens 
thereby enabling efficient maintenance of municipal infrastructure and the collection of 
public revenues . Citizens are enabled to report any irregularities or problems and 
influence the work of responsible services because thanks to their ability to monitor the 
status of applications filed, citizens monitor the effectiveness of their resolution, and 
the manner and quality of work of municipal bodies and companies.  
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 Infrastructure  
Transport, utility, communications infrastructure  
 
Main motorways, an intercontinental main road,  European route E-70, intercontinental 
railroad Turkey- the Balkans are passing through the municipality.  Transport network of 
the municipality consists of the following roads: 
 
1) Nis - Dimitrovgrad, the international main road E80 - 40 km 
2) Pirot - Babusnica, main road M9 -  14 km  
3) Regional road - 92 km 
4) Local road - 103 km 
5) Uncategorized - 73.30 km. 
 
Works on the Corridor 10 in the municipality of Pirot are on schedule. Upon their 
completion, a more intensive development of this region is expected, primarily in 
economic terms. 
 
The dynamics of works on the Corridor 10 
  
Section Pirot East - Dimitrovgrad L = 14.3 km 
Contractor - in the process of contracting, the value of around 26 million euros 
LOT 1 Pirot East – Sukovo 
LOT 2 Sukovo - Dimitrovgrad  
 
Section Dimitrovgrad bypass L = 8.6 km 
 Execution of works financed by the World Bank. Construction in progress. The 
contractor TERNA SA was introduced on 10 October 2011. Completion deadline: 720 
days.  
LOT 1 - Route  
LOT 2 - Bridges  
LOT 3 - Tunnels Progon and Przojna Padina 
  
Utilities  
Tariffs on the basis of which the amount of compensation paid by an employer for the 
use of utilities (water, electricity, gas, TV), are mostly higher than those paid by 
households. Rates for some utilities differ in local governments.  
As already mentioned, the local government incentives to enterprises refer to the 
following:  

- facilities related to business operations within the industrial park 
- facilities related to business operations  within the expansion limits of the Free 

Zone 
- special benefits for new users of the Free Zone Pirot. 

-  
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Annual reports on the work of  utility companies are available to the public at  
www.ledo.pirot.rs/index.php/sr/dokumenta-i-prirucnici. For continuous works and 
services carried out in its territory the Municipality is using local entrepreneurs thus 
establishing a form of public-private partnerships with them (such as local 
transportation, maintenance of public areas, etc.). 
 
The municipality has a unique call centre that operates 24 hours a day, 7 days a week, 
through which you can send all questions, requests and comments. A Municipal 
employee answers questions or, in order to collect relevant information forwards them 
to the competent department or a public enterprise. 
 

The public utility system is organized through the  operation of Public Utility Companies  
– Water Supply and Sewage, “Komunalac”, “Toplana” Heating Company, Public 
Company for Town Planning, and other republic public enterprises which have offices in 
Pirot. All information on the procedure for securing local utility connections for 
businesses, relevant taxes and utility prices are provided by the LEDO. The municipality 
provides information and assistance in obtaining documentation and approvals from 
public enterprises, although the procedure is outside the municipal jurisdiction and 
often time-consuming and administratively burdensome.  
 
Water supply of the town area under the authority of the public utility company is 
reliable thanks to rich sources of drinking water and water resources. The wealth of 
springs (Kavak 80-120 l/s; Krupac 1 100-1000 l/s;  Krupac 2 40 l/s; Gradiste 100-800 l/s), 
very few malfunctions on  the main network and very few days with water shortages 
mean a continuous water supply for the town population and give an image of well-
managed and well-organised  system. In the town zone, 99% of the population is  
connected to the town waterworks. The average daily consumption is 180 l per capita, 
quality control is a constant and  the percentage of cleanliness of drinking water 
samples is very high (over 97%). The Municipality has a number of bases such as: the 
locations of sources with data on capacity, suitable sites for hydroelectric plants, 
sources of pollution of water courses and others. The Spatial Plan envisages 58 locations 
for building mini hydroelectric plants, of which 43 are in the territory of the Balkan 
Mountains, and 6 are in the process of construction. 
 

Sewage network  coverage in the area covered by the public utility  sewage 
system is 98%, which makes 70% of the town zone. All of the industry is also 
connected to the sewage network. The system is combined and the primary 
pipeline was in placed in 1970. According to the strategic development plan of the 
town, a project for the construction of a wastewater treatment and purification plant 
has been prepared and the municipality is currently looking for financiers, like the EU, 
which  supported the development of the Regional Sanitary Landfill as the biggest 
project of all four municipalities of the district. The development began in 2008 and the 
regional landfill began operating in early 2013. Most of the funds were provided by the 

http://www.ledo.pirot.rs/index.php/sr/dokumenta-i-prirucnici
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EU grants. In terms of its size, this is the second largest landfill in Serbia. Solid waste 
management covers waste removal from the town centre, which is 98% of the urban 
town area (about 13,000 households in the area included in the General Urban Plan”, 73 
institutions and 220 industrial facilities). 
 
The heating system includes residential facilities, public institutions and business 
premises. The coverage is 23% of the population (which is about 12,000 inhabitants of 
Pirot) covered by the General Urban Plan. The system consists of 5 heat sources of 
different power and five independent heating networks which are powered separately 
from each boiler room. The fuel used is heavy fuel oil. Use of capacities is 68.4% which 
leaves room for reserve (about 15.7 MW). The system stability is good and the number 
of hours of interruptions due to malfunctions is relatively small and getting smaller 
every year.  Air pollution is monitored regularly and so far all the parameters of harmful 
emissions have been within allowed boundaries. All this leads to a favourable conclusion 
regarding the exploitation and the present state of the energy facilities. 
 
Telecommunications are in satisfactory condition although there is a need to introduce  
broadband Internet to support economic development and access to electronic services 
of local self-government.  The coverage of stationary phones and the quality are good 
(over 21,000 telephone subscribers), and there are also networks of all mobile phone 
operators with solid area coverage. Pirot Plant, which is a part of the public utility 
company seated in Nis, is responsible for the power system.  The yearly electricity 
consumption is about 200 million kWh. 
 

 
Types of land  

Construction land 
 
Objects can be built only on the construction land, on lots provided for construction in 
the Spatial Plan. 
  
The fact that in the municipality of Pirot all industrial and work zones are defined by the 
General Urban Plan and the Regulation Plan supports the fact that these areas can be 
activated for the construction purposes because there are plans to be used as grounds 
for issuing location and construction permits.  Given the existence of a sufficient 
planning basis (the General Regulation Plan - GRP or the Detailed Regulation Plan - DRP) 
which clearly defines the rules of development or construction on these plots,  as well as 
infrastructure supply routes and access to public roads, these plots can be immediately 
offered for building purposes. A key requirement for the construction is that the land 
has access to a public road, which is defined as such in the real estate cadastre on the 
geodetic surveying map, and that this is done in line with the existing plans. Also, some 
of the plots  need to be further developed in the town planning project, if so envisaged 
by the GRP or DRP. Land ownership does not grant amnesty with regard to these 
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construction-related requirements; however, investments on state-owned land are 
realized with greater support of state authorities.  
 
Decisions on fees for the development and use of construction land and local utility fees  
are available at www.ledo.pirot.rs / index.php / en / documents-and-manuals.  
 
Agricultural land 
 
To convert agricultural land into construction land, first there should be a town planning 
scheme which states that particular agricultural land is planned for construction 
purposes. The proposal of this kind is prepared by a town planning body and is voted by 
the local parliament majority vote after all legally prescribed procedures have been 
completed.  Under the current law, the moment the owner wants to obtain a building 
permit to convert agricultural land into construction land, he must pay the fee for the 
change of land use to the   Ministry of Agriculture.  
 
The Law on Agricultural Land clearly states that the land classified above the fifth quality 
class should not be used for other purposes and for that reason the fees in this case are 
significantly higher. The Law also stipulates that compensation for land use conversion 
will not be paid if the conversion of agricultural land into construction land is completed 
by 15 July 1992.  
  
When you are convinced that you are near the completion, you have collected all 
necessary documents and paid all taxes and fees prior to obtaining a construction 
permit, it may well be that there is one more remaining obligation that you did not 
foresee, although it must not be ignored. 
 

Land use 

 
It may sound surprising, but a land plot which is designated in the Detailed town 
planning scheme  as the construction land  can at the same time be agricultural land. In 
fact, agricultural land designated as construction land, until it is brought to its intended 
use, i.e. the start of construction works, must be used for agricultural production. Before  
the start of works on the land is announced, the use of the land has to be changed from 
agricultural to construction land. This means that if you buy a construction plot, and pay  
market price valid for construction land, and you have all the connections for water, 
sewer, electricity, you still have to change its use and pay the fee. 
 
 The Law on Agricultural Land defines in detail all procedures and states that agricultural 
land which is, according to a separate law, designated as construction land is used for 
agricultural production until it is brought to its intended use, i.e. until the construction 
starts, when its stated use must be changed and a relevant fee paid. The amount of this 
fee may be substantial and therefore should be planned as a  possible investment cost.  
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How much does it cost?  
 
The amount of compensation for the change of use of land for an indefinite period may 
not exceed 1,500 euros in dinar counter value equivalent per hectare, except for arable 
land of first and second cadastral class.  
 
If the plan of your plot which is obtained from the Geodetic Authority states that your 
plot is arable land of the first or second class, you will pay the sum of 50% of the market 
value of arable land on the date of application for the change of intended use of arable 
land. Needless to say, all the land near the centre probably belongs to one of these two 
classes. This means that the cost of land conversion is one of the major expenses that 
needs to be taken into account.  
 
How to change the land use?  
 
To get the construction permit, the municipality requires you to provide a Decision on 
land use conversion. To obtain this Decision you need to apply to the Secretariat for the 
Economy, which will issue a Decision containing the amount of compensation that 
should be paid within 15 days following the Decision. 60% of this amount goes to the 
state budget, and 40% to the municipality where the land is located. When submitting 
the application one  should bear in mind that obtaining the Decision may take a while (a 
month or two).  
 
How to obtain land 
  
Plot of land owned by the state can be leased from local government through:  
1. public auction, or 
2. solicitation of bids through public advertisement.  
 
The land is leased to a person who offers the highest price, but in exceptional cases it 
may be leased for the price below the market value or without the fee if a prior 
approval of the Government has been obtained. 
 
 In addition, agricultural land can be changed to the construction land (conversion) with 
the approval of competent authorities and the payment of the conversion fee. 
  
The law also provides for private ownership of land so that it is possible to purchase 
land from private individuals. Facilities suitable for brownfield investments can be 
obtained through the purchase of assets and the privatization of enterprises which 
entered the Agency’s privatization programme.  
 
The construction process  
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CONSTRUCTION PROCESS STEPS 
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1. Application for location information 
2. Purchase, long-term lease 
3. Registration 

Parcellation or reparcellation project** Urban project 
  

4. Application for location permit 
5. Application for a decision on the need for environmental impact assessment 
6. Construction permit application 
7. Notification about the construction works 
8. Statement on the completion of foundation work 
9. Use permit 

 
** Parcellation or reparcellation project is prepared when a parcel should be 
formed and not before the location permit issuance 
** Urban project is prepared if it is envisaged in the  Town planning scheme 
before the location permit issuance 

 
  How to get a construction permit? 
  
The website http://www.ledo.pirot.rs/download/postupak_odobrenje.pdf contains the 
procedure for issuing construction permits, construction works notifications and use 
permits for the construction of industrial facilities for which approval is issued by the 
municipal or town administration. Professional and trained staff at the Service Centre 
will provide new investors with necessary information. Also, all   information are 
available in the form of  brochures - "Steps to the construction and use permits," "Road 
to the preparation of the environmental impact assessment," "Road to traffic 
organization" and "Utilities operations". Electronic monitoring of the application status 
is possible because the system is fed with the data on application receipt, forwarding it 
to a public enterprise  on the local / republic level in order to obtain the requirements 
and issue decisions / complete activities relating to the application. Tracking efficiency is 
currently done through daily meetings of the Town planning, housing and utilities 
operations, construction and inspection department. On-line registration of privately 
owned locations for potential investors is enabled at the LEDO  website by downloading 
the completed application forms for brownfield and greenfield locations and e-mailing 
them to: ledo@pirot.rs. 
   
Incentive measures of the  municipality support  undertakings from the outset, from the 
construction of buildings and even after the commencement of their business activities. 
An example of one of the measures is certainly the reduction of the fee paid  for 
occupation of public space in proportion to the number of employees in the company.  
 
Procedures in the process of issuing construction permits are certainly among the most 
important elements of the business environment at the local level and, to a large extent, 
determine the degree of attractiveness of a town / municipality for existing and 

http://www.ledo.pirot.rs/download/postupak_odobrenje.pdf
mailto:ledo@pirot.rs
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potential investors. According to information of the Urban Planning Department of 
Pirot, the procedure for issuing a construction permit, construction works notifications 
and the use permit for the construction of industrial facilities requires a minimum of 30 
days, of which the regulation of the procedure in the municipal administration takes  3 
to 5 days. We shall  describe the basic procedure and the documentation required for 
obtaining the construction permit in Serbia: 
 
 Location permit 
  
Location permit is required for the technical documentation preparation, including the 
preparation of the detailed design. The permit is issued by the local self-government 
body within 15 days from the date of application and is valid for a period of 2 years, 
during which the investor is required to submit an application for a construction permit.  
 
Construction permit 
  
After obtaining the construction permits and having prepared technical documentation 
(general design, preliminary design, detailed design, realization project and as-built 
drawings) in cooperation with the  registered legal person or entrepreneur, the investor 
may submit application for a construction permit. The following documentation should 
be submitted: 
 

1. location permit,  
2. detailed design, together with a report on the completed technical inspection, 
3. proof of ownership or right of lease of construction land,  
4. proof of regulation of relations with regard to the payment of construction land 

development fee, and 
5. proof of payment of administrative fees.  

 
The permit is issued within eight days from the submission of application. It is  valid for 
2 years during which the investor has to start the construction.  
 
Construction  
 
No later than 8 days before the start of construction, the investor must notify the 
competent authority of the local government, which is responsible for issuing 
construction permits, of the start date and the deadline for completion of the 
construction. Before the beginning of construction, the investor should prepare plots for 
construction and mark the site with a  board containing the legally required information.  
 
During the construction  the investor should ensure supervision over the execution of 
works.  
 
 Use permit  
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The use permit is issued no later than 7 days after receiving the findings of the  technical 
inspection Commission which determined that the facility is fit for use. 
  
Technical inspection is performed after the completion of construction, i.e. of all work 
specified in the construction permit and the main design. The inspection can be carried 
out simultaneously with the construction if the inspection of performed works would 
not be possible after the completion. 
  
If, for the purpose of determining the suitability of the facility for use, preliminary 
examinations and inspections of installations, equipment, plants, stability or safety of 
the facility, appliances and facilities for environmental protection, fire protection 
devices or other tests need to be performed, the technical inspection Commission may 
recommend to the competent authority to approve the release of the facility into trial 
operation, provided that it verifies that relevant conditions have been met. The decision 
on granting a trial operation determines the duration of trial operation, which may not 
be longer than 1 year. 
  
Registration in the cadastre 
  
The final phase of the construction process is the registration of the building in the real 
estate cadastre or land register which is kept by the competent municipal court or 
cadastre. The use permit is the final document of the entire construction process, which 
establishes that the facility is complete, fit for use  and legal.  

 

 Pirot labour market  

Employment data  

 
With regard to the population structure in the municipality of Pirot, the male population 
makes 50.17% and female 49.83%.  
 
There is a negative population growth, which is -5.3, but is still higher than the 
population growth in the region (-8.1). The average household size is 2.8. The youth (15-
30 years) participate in the general population with 18.54%. Working population, as an 
important precondition for socio-economic development, makes 63.06% which is above 
Serbian average (60.6%), but the share of the unemployed is about 24%. Another 
interesting ratio is that between the number of children (up to 14 yrs.) compared to 
senior population  (over 64 yrs), which indicates that there are 128 seniors for every 100 
children.  
  
Also, comparing the contingent of  "unproductive population" (children aged 0-14 and 
seniors over 64 yrs) with the working age population (15-64) we see that for every 100 
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working-age population members there are 53 dependent persons, which is considered 
as an unfavourable relationship. In the 2007 – 2010 period, the share of women in total 
employment maintained at approximately the same level, in the range of 42-44%. 
However, in 2011 there was a drastic change in the structure of workforce, so  now  only 
34% of the total number of employees are women, in other words, every third 
employee is female.  
 
Formal employment rate of working age population (15-64) is 38.8%, which is  
above the national average of 36.2%, while the share of private companies in the 
structure of employment is 23%. The rate refers to the formal employment, that is, to 
those employed in companies, institutions, cooperatives, registered entrepreneurs and 
their employees, and it applies only to a portion of the formally employed population 
aged 15 and over. Most employers need the following professions: plastic and rubber 
technicians, clothing manufacturers, shoe-makers, economists and shop assistants.  
   
The average cost of labor is 480 euros / month (gross).  
 
Comparative review of employees per sector (2011 data)  
 

SECTOR 2011 (%) 

Transport 3.7 

Education 8.3 

Health 10.9 

Processing 46.6 

Construction 2.8 

Trade 8.3 

Other 19.4 

 
The low share of employees with higher education (approximately 3%) is evident in 
these companies. This indicates that this is still an economy that relies on labour-
intensive business processes, with little technological innovation. Also, it is evident that 
the low participation of highly qualified labour force is constant (previously privatized 23 
companies show the same layout), which all indicates that human resources and 
economic development of the entire Pirot District should be seriously considered. 
  
Educational structure of the workforce 
 

With regard to the educational structure, the largest share of  population has completed  
secondary education (33.5%) and primary education (26%). The share of people with 
college or university degree is 9%, and 5% are without education. 
 

In the municipality of Pirot there are four elementary schools with 240 classes and 4,854 
students and five high schools and vocational schools for the education of teachers and 
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a special school "Mladost" for primary and secondary education. The enrolment rate in 
primary education is 96.7%, and the enrolment rate in secondary schools is very high, 
amounting to 92.5% (88.3% in the Republic). 
 
Secondary schools have 86 classes with 2,373 students  

- “Predrag Kostic" grammar school, 
-  Economics and trade school,  
-  Construction and technology school, 
-  Dairy production school  with the student boarding home "Dr. Ozren Pejic", 
- "Mladost" primary and secondary education school. 

 
There are 8 preschool institutions in Pirot, with about 1,200 users that support working 
parents. All this represents a significant potential for education of employees who are 
wanted in the labour market. For example, in the dairy school workshops practical 
classes are taught with the aim of training students for dairy, bakery and meat industry 
jobs, as well as retraining and additional training for adults.  
 
In this respect, the municipality monitors the needs of the economic sector and in 
cooperation with the existing companies it is applying to the competent ministry for the 
introduction of new educational profiles to modify school curricula and educate profiles 
and workers that the business sector has identified as required for their business 
growth.  At the request of local companies, the French language was introduced to 
schools, as well as the wood and metal processing technologies programme. 
 
The municipality is placing considerable efforts and resources in creating conditions for 
providing top quality education for staff and attracting companies that would employ 
highly qualified workers and in turn improve the existing structure of the employed 
workforce.  
   

The local business climate  

 Favourable business environment  
 
Pirot is one of the first Serbian municipalities with the national Certificate of Favourable 
Business Environment, as being a modern municipal administration focused on the 
economy and the citizens, with an efficient local economic development office that 
supports the local economy and works on attracting new investors. In addition, among 
the selected cities in Southeastern Europe (Ivanec, Bjelovar, Sanski Most, Prijedor, 
Ruma, Strumica and Veles) Pirot has emerged as a leader among municipalities that 
reformed the local administration and the economic environment in accordance with 
the uniform international standard BFC SEE and so became entitled to be one of the first 
municipalities to obtain a regional Certificate  of Favourable Business Environment and 
to qualify as an attractive investment destination on the map of Southeastern Europe.  
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Through the certification process the municipality has met a series of standards that 
make a favourable business environment and thus ensured the following for its 
economy:  

-  predictability and stability of the factors relevant for business operations  
- opportunities for attracting foreign direct investment and employment increase 
-  attractiveness for investment and profit-making, for both existing and new 
market participants 

-  incentives for existing companies needed to create new jobs and generate new  
added value 

- incentives for startup entrepreneurs 
- Incentives for domestic and foreign investment in the local community  
- a new quality of living in the local community, with effects on the entire district.  

 
Through the adopted development strategy and the setting up of the LEDO and making 
necessary zoning and other conditions confirmed by Certificate  of Favourable Business 
Environment to attract investors, the existing organization represents a stable starting 
point for further economic development of Pirot District and the Municipality of Pirot. 
Compared to the conventional territorial-administrative approach, Pirot stands out by  
its sectoral approach that it fosters with regard to the management of economic 
development on the basis of competitive advantages, resources and the tradition in 
selected sectors. There is an obvious effort to rebrand earlier manufacturing brands, but 
also in relation to the re-industrialization of economic activities, which in addition to the 
restructuring of production and  companies also involves a new approach to modern 
industry and local employment. 
 
The municipality has prepared the Local Economic Development Strategy which defines 
the priority projects from 2009 to 2014. In the previous period, around 80% of  projects 
defined in the Strategy were implemented. The Local Economic Development Strategy 
of the municipality of Pirot is intended for the realization of sustainable economic 
growth  that will ensure competitiveness and better economic performance of the 
business sector, attract capital and direct investment, raise living standard and create 
appropriate infrastructure and other conditions to encourage  economic development 
of the local community and the entire district. In 2014 the adoption of a new strategic 
document will be initiated, which will be an opportunity for the business sector to get 
involved and highlight priorities for faster local development and cross-border 
cooperation with Bulgaria.  
 
In addition, the municipality has a Strategy for the promotion of economic potentials 
2010-2015, and the Strategy of agricultural development 2008-2015.  
 
To support the business sector, the municipality has established the Local Economic 
Development Office (LEDO) which employs 4 professional associates and 1 manager 
who maintain contact and support the local business community through  surveys of the 
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needs of the economy, provide information and have an ongoing dialogue regarding the 
needs of local businesses.  
 
The Economic Council was established in early 2010 and since then it has been providing 
opportunities for the business sector to influence local policies relevant to the 
development and expansion of businesses. The municipality has introduced some forms 
of the e-administration (ordering documents online and the ability to send the 
questionnaire on-line LEDO), and there is a web portal for questions, applications, 
inquiries and complaints http://www.pirot.rs/index.php/sr/postavite-pitanje. 
 
What is the municipality doing for the local economy and the investors?  
 
Local economic development as a priority of the municipal administration involves 
orientation to the current economy and efforts to attract direct investments. The 
strategy which entails simple procedures and helpful local administration, targeted  
promotion of the municipality and incentives for investors gives  results in attracting 
additional capital to Pirot.  
 
Key reasons to invest in Pirot:  
 

 favourable  geographic position  
 General Urban Plan of Pirot  
 Geographical information system  established 
 Great resources of educated and skilled workforce  
 Greenfield and brownfield sites 
 Benefits for investors 
  Helpful municipal administration  
 Tradition of industry and crafts 
 Profit and investment-oriented utility systems  
 satisfactory percentage of paying for  utilities services 
 Stara Planina Nature Park  
 Natural resources (sources of drinking water, forests, pastures and meadows).  

 
In order to attract investment, Pirot Municipal Assembly adopted a Decision on 
approving special privileges during the lease of land, construction and use of facilities 
within the boundaries of the Industrial Park Pirot. For the construction of facilities 
within the Free zone users are exempted from paying: 

-  compensation for regulation of town construction land 
-  taxes and expenses of the municipal administration and for issuing documents 
- compensation for issuing requirements for the connection to the infrastructure 

network 
- compensation for issuing the approval for the connection to the infrastructure 

network 
- compensation for the connection to the infrastructure network 

http://www.pirot.rs/index.php/sr/postavite-pitanje
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In addition to geographical, natural and economic benefits, the municipality has 
developed specific instruments  to attract investment and encourage local companies to 
expand operations and which  rely primarily on the 3 pillars of local economic 
development and new investments: 
 

1. Work and Industrial Zones 
 A prerequisite for accelerating local economic development of the municipality of Pirot 
is the establishment of industrial and work zones with the tendency of their growing 
into industrial parks. The General Urban Plan envisages industrial and work zones in the 
municipality of Pirot , and the most attractive ones are  Bozurato,  Sredorek and Barje 
(road to Barje Ciflik) and zone Beg  Basca, which is particularly interesting because it is 
situated next to the Free Zone Pirot. 
 

2.  Activation of the existing facilities (brownfield investments) 
The Programme of the Privatization Agency defines companies planned for the process 
of privatization, which is one of the ways for the potential investor to come into 
possession of the business facilities. For companies which are in the bankruptcy or 
liquidation proceedings there is a possibility of coming into possession of the property 
without buying the company. The facilities in private ownership are also potential 
brownfield investments.  

 
3. Investments and the development of small and medium-sized enterprises 

 Having in mind that Tigar Tyres and Michelin represent a backbone of economic 
development of the municipality, there are investment opportunities through the 
introduction of new products and further expansion of the market. What characterizes 
the municipality of Pirot is the possibility to activate small businesses to do “service 
jobs” for industrial giants.  
 
In addition to the strategic guidelines, the municipality has developed instruments of 
local competitiveness as incentives for investors, which distinguish it from the 
competition and the region: 
  
I Municipal Administration’s incentives for business operations within the Industrial 
park  
   
- During the construction of facilities the investor is exempted from paying 
compensations  for all acts and administrative actions in the field of construction and 
town planning,  
- The Construction Land Fund of the Municipality of Pirot exempts investors from paying 
compensations for regulating construction land,  
- Public Utility Company “Water Supply and Sewage” and the Public Utility Company 
“Toplana“ exempt investors from paying compensations for issuing documents in the 
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procedure of approval for the construction of facilities and connecting the facilities to 
the town water supply and heating networks, 
- Public company for Town Planning - Pirot exempts investors from paying 
compensations for issuing all planning documents concerning the construction of 
facilities,  
- During the use of facilities constructed and operating within the boundaries of the 
Industrial park, investors are exempted from paying compensations for the use of 
construction land as well as paying local utility taxes prescribed by the Decision of the 
Municipal Assembly of the Municipality of Pirot,  
- After the construction of facilities within the boundaries of the Industrial park, the 
investors will pay compensations for utility services of the PUC “Komunalac“ , PUC 
“Water supply and Sewage” and PUC “Toplana“ at the rate of 50% of the current price 
for industrial facilities for a period of up to 5 years.  
 
 
II Municipal Administration’s incentives for business operations within the  expansion 
boundaries of the Free Zone  
   
When constructing new facilities, investors are exempted from paying the following:  
 
with the Department for town planning, utility and residential activity, construction and 
inspection activities and the Department of economy and finance of Pirot municipality:  
- compensation for issuing documents in the process of resolving current applications 
(from the Program for development of spatial planning documents: the town planning 
and technical requirements, town planning approval, issuing information on the location 
permit, notifications, etc.),  
- compensation for expenses of the Municipal Administration (fees for issuing the 
location permit, town planning approvals, construction permits, Decision on 
construction approval and other),  
- utility taxes,  
- compensation for the certificate of the right of priority construction;  
 
with the Construction Land Fund:  
- compensation for regulation of town construction land (amounting to 50%);  
 
with the PUCs “Water Supply and Sewage” and “Toplana”:  
- compensation for issuing the requirements for connection to the network, 
- compensation for issuing approval for the connection to the network, 
- compensation for the  connection to the network (excluding material costs); 
 
with the Public Company for Town Planning: 
-  compensation for the issuance of reparcellation related documents when addressing 
current requirements . 
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While exploiting facilities, the Municipal Administration exempts investors from paying 
the following:  
with the Department for town planning, utility and residential activity, construction and 
inspection activities of Pirot:  
-  utility taxes; 
 
with the Construction Land Fund:  
- compensation for using the town construction land;  
 
with the PUCs “Komunalac”, “Water Supply and Sewage” and “Toplana: 
- compensation for utility services (50 % of current price for industrial facilities). 
 
While exploiting facilities and programmes within the boundaries of the expanded area 
of the Free Zone Pirot the users are exempted from paying for the period of 5 years 
from the moment of issuance of the use permit  for the constructed facility. 
 
III Special exemptions for new users of the Free Zone Pirot  
 
All new production users in the Free Zone are exempted from the following taxes:  
 
with the Department of Economy and Finance, Pirot - local tax administration:  
- Property tax - 50% relief, 
- Income taxes, for production companies in the Free Zone which employ 200 or more 
employees (30% of the part that goes to the local self-government).  
 
The Free Zone Pirot users belonging to the production sector are exempted from paying 
for the period of 5 years from the moment of adoption of this Decision.  
 
Special incentive measures of local administration refer to business operations in the 
Free Zone:  
 
A. For the construction of facilities within the boundaries of the Free Zone users are 

exempted from paying the following: 
- compensation for regulation of town construction land, 
- taxes and expenses of the municipal administration and for issuing documents 

(utility fees, town planning permit, approval, construction approval and other), 
- compensation for issuing requirements for the connection to the infrastructure 

network 
- compensation for issuing the approval for the connection to the infrastructure 

network 
- compensation for the connection to the infrastructure network. 
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B. While exploiting facilities within the boundaries of the Free Zone the users are 
exempted from paying for the period of 10 years from the moment of issuance 
of the use permit  for the constructed facility: 

 
- local utility fees,  
- compensation for the use of town construction land, 
- compensation for utility services (50 % of current price for industrial facilities). 

 
C. The Municipality of Pirot has adopted a Decision on the special benefits to 

increase employment in the Free Zone Pirot by granting subsidies based on the 
number of newly-employed with the Free Zone user. 

 
Structure of  Pirot economy  

Overview of the local economy  
 
Region of Southeastern Serbia is one of the least developed regions in Serbia. The 
economy is underdeveloped with poor structure (high share of agriculture and labour-
intensive industries), demographic trends of depopulation and aging are strong, and the 
rates of inactivity and unemployment are far above Serbian average. However, 
according to the economic development criteria, such as GDP per capita, average salary 
and unemployment rate, the municipality itself is moderately developed and is one of 
the potential development centres of the region. Pirot GDP is much higher than in the 
neighbouring municipalities. According to a new methodological concept of the National 
Statistical Office, since 2005 national income and gross domestic product categories are 
no longer included at the local level. 
  
The industry has the largest share in GDP, which was 43.78% in 2001, followed by 
agriculture, trade, transport, construction industry, etc. In a labour intensive industry 
with the prevailing low accumulative branches, the employment structure is 
unfavourable since a large part of the workforce consists of semi-qualified and qualified 
workers. Agricultural population makes up 3.7% of the total municipal. A quarter of the 
population (24.5%) is inactive, while women make up 62.6% of inactive, dependent 
agricultural population. There are 8,000 registered agricultural holdings in the 
municipality, which is above the average in the Central Serbia region. Of the total 
number of registered farms only 36% are registered to women, and agricultural 
production is carried out on 69,619 ha of classified agricultural land lying on altitudes 
between  320 and 2,170m.  
 
The economic base of the municipality is the industry whose share in the total GDP  has 
always been dominant and occasionally exceeded 50%. The largest companies are "Tigar 
Tyres" with 2,500 employees, "Tigar JSC" with 2,000 employees, and “Prvi maj” clothing 
production with about 1,500 workers. The industry employs the greatest number of 
workers - around 15% of the total population. Most  important small and medium-sized 
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enterprises in the municipality of Pirot are "Blagoje Kostic-Crni Marko", "Gali", "Kar-
mod", "Zlatko Jovanovic," "Mustang", "Peksim", "Jupiter", "Magmont" and so on.  
 
The Table below shows the share (%) of companies by industry sectors, which can 
provide initial guidance for further research and business decisions. 
 
Companies by sectors  
 

Sector Number % 

Wholesale and retail trade 146 34.85 

Processing 92 21.96 

Construction industry 35 8.35 

Transport and storage 28 6.68 

Professional, scientific, innovation and technical 
activities  

28 6.68 

Agriculture, forestry and fishery 24 5.73 

Accommodation and food 11 2.62 

Other 55 13.13 

TOTAL: 419 100 

 
Entrepreneurs by sectors  
 

Sectors Number % 

Wholesale and retail trade 393 31.52 

Processing 238 19.08 

Accommodation and food 117 9.38 

Transport 114 9.14 

Other services 100 8.02 

Professional, scientific, innovation and technical 
activities  67 5.37 

Construction industry 62 4.97 

Maintenance and service of motor vehicles 45 3.6 

Other 111 8.92 

TOTAL: 1.247 100 

 
There are around 400 local businesses operating in Pirot. The predominant form of  
registration is the limited liability company, ten cooperatives and ten joint-stock 
companies. The largest companies are from the rubber industry (which creates 
opportunities for a large number of local suppliers), textile industry and agriculture 
where there is a long tradition, knowledge and available workforce. The potential for 
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new businesses exist in the area of suppliers and services in support of the existing 
industry.  
 
Since the industry in Pirot used to be developed in terms of technology,  its advantage 
now is the existence of a qualified and skilled workforce with the potential for learning 
and acquiring new skills, which is an available resource relevant  for new companies in 
the field of processing of raw materials, especially electrical engineering, mechanical 
engineering, rubber and plastic. For each of these fields it is advisable to do a sector 
study that would indicate  advantages and investment potentials, and an overall market 
and competition analysis prior to the commencement of operations. Basic data on the 
subject are included in the Manual but in a more concise form.  
 
The complete database of existing businesses and entrepreneurs is available at the 
LEDO website. 
  
 Companies that have not yet passed into private ownership currently employ nearly 
2,000 workers, which is not an insignificant number in relation to the total number of 
employed persons. The largest number of companies have their their registered office in 
the Pirot municipality (10 companies out of 14 which are to be privatized). Companies 
engaged in trading, textile and construction industry companies are most common.  
   
LEDO conducts annual surveys of the economy. Questionnaires which provide 
information on the ownership structure of the company, business activity, total sales of 
goods and services, export orientation, number of employees and the need for hiring, 
ownership of business premises and need to expand/lease those premises, evaluation of 
the quality of public services and the possibility of improving cooperation with the 
municipality etc. can be completed and electronically submitted. The investment offer 
of the municipality is also published at www.freezonepirot.com and 
http://www.ledo.pirot.rs/index.php/investiranje.  
 
In an effort to encourage entrepreneurship and  small and medium-sized companies, in 
collaboration with the  international donor organization "Help", the municipality  has 
developed a program of grants and support to vulnerable groups and small businesses. 
The municipality cooperates with the National Service as evidenced by the inclusion of 
representatives of these institutions in the Employment Council of Pirot municipality. 
Local Employment Action Plan for 2012 envisaged the measures of self-employment and 
employment and vocational training for the young, called "The First Chance 2011" -  
www.ledo.pirot.rs/index.php/sr/dokumenta-i-prirucnici, and the LEAP for 2013 provides 
for measures of professional practice, public works and employment of doctors. The 
municipality is financing the competition for student scholarships from its own funds 
and publishes public calls under the LEAP 
http://www.pirot.rs/index.php/sr/konkursi/javni-radovi.  
 

http://www.ledo.pirot.rs/index.php/investiranje
http://www.pirot.rs/index.php/sr/konkursi/javni-radovi
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In addition, the “ZIP Youth Center” is  successfully operating in the municipality of Pirot  
as a business incubator offering training to potential entrepreneurs and young 
unemployed people on the following topics: starting a business, accounting, tax 
liabilities and finances, inspection supervision, solving disputes with suppliers and 
business partners, accountability, customer relations, marketing, foreign business 
operations, on-line business operations, changes in business operations and  business 
associations.  
 
Free Zone Pirot 
 
Because of the many benefits they offer, such as exemption from taxes and duties, free 
zones in Serbia are attracting more investors. Through this mechanism new 
technologies and investments are entering the country and new jobs are created. Free 
Zone Pirot,  as an incubator for the development of  small and medium-sized 
enterprises, has a major impact on attracting foreign investment. The municipality has 
provided important incentives for business development in the area by exempting 
investors from fees for obtaining construction permits, planning documents, 
connections to infrastructure,   customs duties, VAT on energy-generating products, 
corporation tax, part of the payroll tax and the property tax. According to the currently 
available data, with regard to all companies operating in the free zone regime in Serbia, 
only Fiat had EUR 1.6 billion  worth of exports and Michelin in Pirot had more than EUR 
200 million. 
  
By definition, Free zone is a part of Serbian territory that is particularly marked and 
enclosed and in which activities are conducted under the guaranteed benefits and 
incentives.  
According to the Law on Free Zones, all activities are allowed in the Zone, especially the 
production of goods, processing, loan operations, storage of goods and raw materials, 
banking and financial services, insurance and reinsurance, travel and other services, and 
all types of businesses that do not pollute the environment. Free Zone Pirot began its 
operations in April 1998 on the location of the Industrial Zone Pirot, on a total area of 17 
ha with the possibility to extend it up to 50 ha. The Free Zone is located on the eastern 
gate of Serbia towards the Middle East, on Corridor 10 and E-80, the shortest route 
between Europe and Asia, close to corridors 4 and 8, in the Industrial Zone equipped 
with complete infrastructure and goods transport centres. FZ Pirot is a joint-stock 
company with “Tigar" corporation as the majority owner and the municipality owns 
13.5% of the Zone under a public-private partnership model. Benefits of doing business 
in the Free Zone are used by over 200 domestic and foreign companies. An overview of 
companies operating in the Zone is available at its website. 
  
 Vision of the Free Zone Pirot is to become a leading industrial and logistics centre that 
provides a full contribution to the sustainable development of the region.  
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The mission of the Free Zone Pirot is to create the most favourable business 
environment for attracting domestic and foreign companies engaged in high-tech 
production intended for export as well as providing quality customer services.  
 
FZ Pirot has the following infrastructure: 
  
Electricity: 10 / 0.4 kV 400 kW  
Water, Sewage: Yes  
Phone: 150 independent lines  
Transport links: the international road E 80 regional road Pirot-Knjaževac  
Railway (industrial track): yes  
 
Total capacity:  
Total area: 650,000m2  
Area for rent: 170,000m2  
Open arranged  area: 103,181m2 
Closed production area: 2,597m2 
Office space: 300m2  
Open storage space:  3,000m2 
Closed storage space: 14,516m2 
Working hours: 24 h 
Standing services: administration, security, forwarding, transport  
 
The Free Zone's success is based on the policy of providing the highest quality services. 
The Zone has obtained relevant certificates – the Integrated management systems 
relating to the quality management system (according to ISO 9001:2008), environmental 
management system (according to ISO 14001:2005 ), and  occupational health and 
safety management system (according to SRPS OHSAS 18001:2008). The Free Zone is 
the first holder of the certificate for these systems among the free zones in Serbia and 
the process of implementation of these systems is realized  in accordance with the 
Strategic Development of the Zone by 2014.  
 
The benefits of operating in the Free Zone Pirot 

 Export of goods and services from the Zone and import of goods and services in 
the Zone are duty and tax free, 

 Imported equipment, machinery and construction materials are duty free and 
free of other charges, 

 The goods brought into the Zone are VAT free, 
 Transport and other services provided to the users of free zones that are directly 

related to the entry of goods in the Free Zone are VAT free, 
 Energy generating products such as electricity, gas, fuel oil, and coal, are VAT 

free, 
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 Municipality of Pirot exempted the users of the Zone that have employed 200 
and more new workers from 30% on the income tax, 

 Municipality of Pirot exempted the users of the Free Zone Pirot from 50% on the 
property tax, 

 For the construction of new facilities in the zone, the users are exempted from: 

o Fees for the regulation of town construction land 
o Fees for the taxes and municipal administration fees 
o Fees for using town construction land 
o Connections to the local water and sewer infrastructure 
o Fees for zoning requirements and approvals 

 For exploiting the facilities,  the users are exempted for 5 years from:  

o Local utility fees 
o Fees for using town construction land 
o 50% of the cost of garbage collection 

 For doing business in the Zone, the Municipality provides the following 
exemptions to the users:  

o 50% on the property tax for the new users of the Zone 
o 30% of the corresponding income tax of the employees for the 

manufacturing companies that employ 200 or more new workers, an 
addition to the reduction of income and property taxes. 

Benefits of the Free Zone Pirot logistics centre 

 Customs operating in the Zone – customs papers, 
 Fast and efficient procedure of import/export, 
 Qualified staff with relevant certificates and licenses, 
 Terminal for customs inspections and parking of the vehicles monitored by the 

security service, 
 A set of logistics services – transportation organization, handling, loading, 

forwarding services, etc. 

To further develop the Free Zone Pirot, a feasibility study has been prepared that 
envisages the development of the Zone into the Intermodal logistics centre by the end 
of 2016, as the logical continuation of the development in line with  the completion of 
Corridor X, IV and the Danube Strategy on Corridor VII. The overall objective of the 
project is to reduce unemployment by attracting investments to Pirot as a leading 
industrial and logistics centre that provides a full contribution to the sustainable 
development of the region.  
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The project for the construction of the Intermodal logistics terminal as a strategic 
project on Corridor 10 encompasses the following: 

 Expansion of the existing customs terminal with the appropriate equipment, 

 Construction of a modern container terminal, 

 Construction of a Ro-La terminal, 

 Road and railway transshipment services 

General benefits offered by the Serbian Government to the investors: 

 Products that are at least 51% of Serbian origin are exported to the Russian 
market with the duty of  1%, 

 Low tax rates: VAT 8%/20% - in free zones 0%, property tax: 0,4%, tax on profit 
and capital gains: 20%, 

 Investments over 7.5 million USD and 100 newly employed workers are not 
subject to income tax in the period of 10 years, 

 Various tax incentives for investment, for the maximum period of 10 years and 
with 20% of tax deduction, 

 Tax incentives for the newly employed workers, 
 Tax loan valued 40% of the investment value for investment in fixed assets, 
 Exemption from profit tax for the period of 5 years for revenues  from 

concessions, 
 Tax exemptions for the eligible investors that invest in vocational training, 

vocational rehabilitation and employment of the disabled, 
 Two-year tax loans for the undeveloped areas, 
 Grants from the development funds for agriculture, ecology, environmental 

protection, scientific research, etc. 
 Financial incentives for investment in creating new jobs - www.siepa.gov.rs 

The specific aims of the Intermodal logistics terminal establishment imply a direct access 
to the global market through the operations of multinational companies in the Zone, as 
well as the development of the logistics and transport centre which will enable quick 
access to all parts of the world. An additional aim is the possibility of application of a 
modern  concept of establishment and development, which enables the creation of an 
universal space intended for all types of investments in several development phases.  
 
The concept of operations of the Free Zone with the Intermodal logistics terminal is 
relying on the examples of the most successful free zones in the world (Dubai, Turkey, 
Egypt, Hungary, etc.), but it is also influenced by the specific economic circumstances in 
the country . Being located on the fringes of the EU, they may use the advantages of 
their position, providing maximum benefits, tax exemptions and direct financial 
incentives in the free zones and industrial parks  to attract of foreign direct investments  
and companies engaged in the production of high-tech products for exports to the EU. 
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With the right combination of state and local benefits, Pirot municipality aims to provide  
the Free Zone users and attract  companies of all profiles. Through the logistics centre it 
aims to  attract  those involved in the international flow of goods. The Industrial Zone 
and  industrial facilities intended for brownfield investments should attract labour-
intensive industrial production, especially companies that use new technologies. Import-
export programs should be implemented in the Free Zone. 
 
The feasibility study provides for all necessary measures for achieving positive effects in 
terms of attracting foreign and domestic capital to Pirot, the production of goods and 
provision of services, employment, transfer of modern technologies, economic 
restructuring through efficient marketing strategy and  attracting targeted users.  
 
Case study: a comparative analysis of business operations inside and outside the Zone  
 
Existing entrepreneurs who plan to expand their business and new investors may be 
particularly interested in the analysis of business results of an imaginary business 
enterprise operating within the Free Zone Pirot using the previously mentioned 
incentives and benefits in comparison to the same enterprise operating outside the Free 
Zone.  
   
Let us imagine a production company with the following characteristics:  

 A company that produces goods for export and the domestic market, with two 
months of inventory,  

 Import of raw materials for export worth USD 15 million, 

 Import of materials for the domestic market, 

 Average tariff on raw materials: 6%, 

 Construction and use of the facility of 10.000 m2, 

 The average customs duty for building materials: 15%, 

 Import of equipment: USD 10 million, 

 Customs duties on equipment: 20%.  
 
A) CONSTRUCTION OF PRODUCTION FACILITIES - 10.000 m2  
 
 
 
 
 
 

PREPARATION OF TECHNICAL 
DOCUMENTATION  UP TO 
THE USE PERMIT ISSUANCE - 
PROCEDURE AND PRICE  
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Warehouse  720.00 m2, 
permit issued by the 
Municipality 

Construction outside the 
Zone (RSD) 

Construction in the Zone 
(RSD) 

1. TOWN PLANNING PERMIT 

1.1 M.A. Pirot 
Town planning ng permit 
application fee  

 
600.00  

1.2  Pirot Cadastre 
Plan copy 340+25 
Title deed 210+34 

 
365.00 
244.00 

 
365.00 
244.00 

1.3 Public town planning 
company Pirot 
town planning and technical 
requirements 33 RSD/m2+20% 

 
28,512.00  

1.4. Ministry of  Defence 
Requirements: free for shelter 
construction 

  

1.5 Telecom Serbia 
PTT network connection 
Material per m2 - 100.00m x 
17.5 RSD/m2 

 
12,000.00 

1,750.00 

 
12,000.00 

1,750.00 

1.6  PUC “Water Supply and 
Sewage” Pirot 
Application 
Requirements 

 
882.00 

2,088.00 
 

1.7 Public Company “Electric 
power supply” Nis, Pirot plant 
Fee 
Requirements 

 
25.00 

810.00 

 
25.00 

810.00 

2. PROJECT 
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2.1 Three offers of authorized 
organizations approximately 
720*300*30*.02 

129,600.00 129,600.00 

3. TECHNICAL PROJECT 
CONTROL 

3.1 Three offers of authorized 
organizations approximately 
20% of the project 

25,920.00 25,920.00 

4. CONSTRUCTION PERMIT 

4.1 M.A. Pirot 
Construction license fee 
town planning approval 
facilities>500 m2 

 
1,000.00 

900.00 
 

4.2 Public town planning 
company Pirot 
Technical documentation 
approval 16.5 RSD/m2+20% 

 
14,256.00  

4.3 Ministry of  Defence – 
Defence Dpt. Pirot 
fee for shelters   110 RSD/m2 

 
79,200.00 

 
79,200.00 

4.4 Telecom Serbia 
Technical documentation 
approval  

 
700.00 

 
700.00 

4.5 PUC “Water Supply and 
Sewage” Pirot 
Technical documentation 
approval  

 
1,044.00  

4.6  Public Company “Electric 
power supply” Nis, Pirot plant 
Technical documentation 

 
480.00 

 
480.00 
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approval  

4.7  Institute “Prvi maj" - Nis 
Technical protection 
measures–Technical 
documentation approval 
Study on living environment 
protection  

 
 

5,000.00 
25,000.00 

 
 

5,000.00 
25,000.00 

4.8. Ministry of  Interior, RS – 
Internal Affairs Secretariat 
Pirot - Fire Protection Section 
Technical documentation 
approval 

 
2,500.00 

 
2,500.00 

4.9  Ministry of health of  the 
R. Serbia –Section for sanitary 
supervision in Pirot district 
Sanitary approval for location 
Administrative fee 
Budget fee 
District fee 
Sanitary approval for the 
facility 
Administrative fee 
Documentation fee   

 
 
 
 

25.00 
3,500.00 
1,000.00 

 
55.00 

6,500.00 

 
 
 
 

25.00 
3,500.00 
1,000.00 

 
55.00 

6,500.00 

4.10 Socially–owned fund for 
town construction land 
Town construction land fee 
936 RSD/m 

 
 

673,920.00 

 
 

673,920.00 

5. TECHNICAL ACCEPTANCE 

5.1 M.A. Pirot 
Technical acceptance fee 

 
1,000.00 

 
1,000.00 

5.2  M.A.  Pirot 
Technical acceptance 
committee - 4% of gross 
average personal income in 
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the Municipality for the 
previous month–by the hour, 
approximately 5 members/5 
working hours  
10000*.04*5*5 

 
 

10,000.00 

 
 

10,000.00 

5.3  Pirot Cadastre 
Recording of constructed 
building 
Mapping 
Registration 
Cadastre fee 
Recording electric, water, 
drainage, PTT lines per 
connection 4x1600 per m2    

2.5 RSD/m2 100x2.5 RSD 
Land registration fee   

 
 

3,200.00 
860.00 

1,700.00 
30.00 

 
6,400.00 
1,000.00 

10.00 

 
 

3,200.00 
860.00 

1,700.00 
30.00 

 
6,400.00 
1,000.00 

10.00 

 
6. USE PERMIT 

6.1 M.A. Pirot 
On the basis of all provided 
documents, the Municipal 
Assembly issues the use 
permit 
Total 
per/m2 RSD 
per/m2 EUR 

 
 
 
 
 

1,042,076.00 
1,447.33 

24.12 

 
 
 
 
 

318,874.00 
442.88 

7.38 

7. PROVISION OF LAND 

7.1 Property - legal 
department 
Repurchase of land for  
construction 276.55 RSD/m2 
Land cession for using 
7x276.55 RSD/m2 

 
 

1,935,850.00 
 

TOTAL 
per m2 RSD 

2,977,926.00 
4,136.01 

318,874.00 
442.88 
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per m2 EUR 68.93 7.38 

 
 
Saving during the construction of the facility in the Zone:  
based on local self-government exemptions -  10,000 m2 x 60 USD/m2  =  600,000 USD  
based on customs saving for building material - 10,000 x 100 USD/m2 x 15/100 = 
150,000 USD 
Total saving during the construction :  750,000 USD  
 
 B) PURCHASE OF EQUIPMENT 
  
The cost of procurement of equipment:  

Name Assumed value of import of equipment, USD Tariff rate % 

EQUIPME
NT 

10,000,000 20 

 
The cost of procurement of materials in USD  
 

 
Outside the 

Zone 
In the FZ PIROT regime 

Customs duties 2,000,0000 0 

CUSTOMS SAVING 0 USD 2,000,000 USD 

 
C) PRODUCTION  
 
The cost of the annual procurement of all materials:  

Name 
Assumed value of import of production 

materials, USD 
Tariff rate % 

ALL 
MATERIAL

S 
15,000,000 6 

 
The cost of procurement of materials in USD  
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Outside the 

Zone 
In the FZ PIROT regime 

Customs duties 900,000 0 

Compensation for using the FZ Pirot 0 108,000 

TOTAL 900,000 108,000 

ANNUAL SAVING ON  
DUTIES 792,000 USD 

 
 
D) EXPLOITATION OF FACILITIES 
 
During the exploitation of facilities in the Free Zone, the user is exempted from paying 
local utility fees – fee for using town construction land 23  RSD/m2/yr x 10,000 m2 = 
230,000 RSD / yr, approximately 4,100 USD / yr (1 USD = 56 RSD) - 50% of fees for utility 
services (3.87 RSD/m2/month), which is about 1,935 RSD/m2  x  10.000 m2 = 232.200 
RSD,  4,200 USD / year.  
 
Total annual saving during the exploitation of facilities is approximately  8,300 USD. 
  
TOTAL SAVING (with individual expenses per year) USD 
 

  

EXPENSES 
OUTSIDE 

THE ZONE 

SAVING in 
the FZ 
PIROT 
regime 

A. 
TOTAL saving during the construction of 
facility–lump sum 

1,689,000 750,000 44.4% 

B. 
EQUIPMENT saving on duties – lump 
sum 

12,000,000 2,000,000 16.7% 

C. PRODUCTION saving on duties -yearly 15,900,000 792,000 5.0% 
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D. 
PRODUCTION facility exploitation-saving 
on fees - yearly 

12,500 8,200 66.0% 

 TOTAL: 29,601,500 3,550,200 12.1% 

SAVING IN FZ  
3,550,200 USD 

TOTAL SAVING 
ON THE 
30.000.000 USD 
INVESTMENT IS 
12.10% 

 

  
Potentials by sectors 

Competitive business sectors  
 
The economic base of the municipality is the industry whose share in total GDP  
economy was dominant and occasionally exceeded 50%. There are around 400 local 
businesses operating in Pirot and the prevailing form of registration is the limited 
liability company, ten cooperatives and ten joint-stock companies. The largest number 
of companies belong to the Trade sector (38.5%), followed by the Processing sector 
(24.3%), Construction (7.2%), Transport and storage (7%), and Agriculture, forestry and 
fishery (6.5%).  
 
According to the 2011 data, with regard to the company size the situation in the 
municipality is as follows:  
 
• Large 3.7 ℅  
• Medium 16.6 % 
• Small 79.7 ℅.  
 
In terms of the total number of companies, the majority belongs to the following 
sectors:  
 
•Trade (38.5%),  
• Processing (24.3%),  
• Construction industry (7.2%),  
• Transport and storage(7%),  
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• Agriculture, forestry and fishery (6.5%).  
 
Within the medium-sized companies the following are represented: industry, trade, 
construction, hospitality. With regard to small businesses the leather, textile and food 
industries prevail. Most small businesses in the municipality are from the private sector 
and registered mainly for manufacturing and wholesale and retail trade and import-
export.  
   
The data relating to the process of privatization of companies in the Pirot District in the 
2002 – 2009 period indicate the following:  
- There were altogether 23 companies from the Pirot district which were privatised, 
most of which (14 companies) come from the Municipality of Pirot,  
- The total amount realized through these transactions is approximately EUR 5.5 million. 
The number of employees working in companies which were obtained by a private 
owner is approximately 5,000 (of which more than a half come from the company “Prvi 
maj”, which was sold for the largest amount), 
- The process of changing ownership was carried out in different areas of business, so 
the most represented activities are the following: trade, hospitality, food, construction, 
production of paints and coatings, textile, veterinary and information activities, 
- Number of employees with higher education is around 3% (150 employees), which 
indicates that primarily labour-intensive processes are carried out in privatized 
companies,  
 - Except for the above mentioned privatisation of “Prvi maj”, most of the remaining 
companies were bought by physical persons, domestic employers, so there have not 
been significant inflows of capital and technologies from abroad.  
 
Besides the domestic market, Pirot economy is focused on exports to the European 
Union, Russia and the United States. The biggest exporters are "Tigar Tyres", "Tigar JSC",  
"Prvi maj”", the Free Zone  Pirot and other small and medium-sized enterprises to a 
lesser extent. 
The largest foreign investor is "Michelin", France, which recapitalized "Tigar Tyres" to 
become the majority owner and later on the 100% owner. Entrepreneurship in Pirot has 
a long tradition and represents a great opportunity for the development, and on the 
other hand it is of great importance for the employment of persons who lost their jobs 
in the period of transition and structural adjustment of the economy. The number of 
entrepreneurs is constantly increasing. For example, in 2008 in  the municipality of Pirot 
there were 1,311 registered entrepreneurs , in 2009- 1347, in late 2010 - 1373 and in 
November 2011 - 1513 entrepreneurs, which is the most noticeable increase  in the 
recent years.  
 
Looking at the total number of entrepreneurs and the structure of activities they 
perform, it can be  seen that almost 20% of entrepreneurs are involved in some form of 
trade, followed by the hospitality with a share of 6.7%,  hair and beauty salons with 
4.1%, car repair shops - 4%, and so on.  
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The largest companies are in the rubber industry (which creates opportunities for a 
large number of local suppliers), textile industry and agriculture where there is a long-
lasting  tradition, production related knowledge and available workforce. The potential 
for new businesses exist in the area of suppliers and services in support of the existing 
industry.  
 
Since the economy in Pirot used to be developed in terms of technology, its advantage 
now is the existence of a qualified and skilled workforce with the potential for learning 
and acquiring new skills, which is an available resource relevant  for new companies in 
the field of processing of raw materials, especially electrical engineering, mechanical 
engineering, rubber and plastic.  The largest economic entities in the municipality of 
Pirot are “Tigar Tyres” and “Michelin”, both in the rubber industry. Slovenian company 
"AHA group" Mura bought a part of "Prvi maj" Pirot and it is now the largest 
undertaking in the textile industry in the municipality. In order to further develop the 
industry and the local economy, it is necessary to do extensive studies of the sectors and  
on the basis of those data provide specific recommendations for the further 
development of local potentials.  
 

Rubber industry 

  
The local economy leader is  "Tigar Tyres" rubber industry which was among the top five 
exporters in Serbia in 2013 exporting car tyres to foreign markets in the amount  of over 
230 million euros. The main export markets include the European Union, France, Great 
Britain, Germany, Italy, Spain and others, east and south-east Europe and the Middle 
East.  
 
The main activity of "Tigar Tyres" is the production of foreign passenger and commercial 
tyres for cars and light trucks, scooter tyres and inner tubes, and the industry creates 
opportunities for the development of local suppliers such as "D Company", which 
specializes in manufacturing equipment for the rubber industry. To encourage  
development of the supplier base, it is suggested that the local government creates the 
supplier database on its website and organizes regular meetings between the industry 
representatives and the existing and potential suppliers in order to standardize small 
companies and to qualify for partnership with the industry representatives.  
 
In addition, the municipality has a skilled workforce and the potential for the 
development of textile industry. In this section of the Manual we will pay more 
attention to agriculture and tourism as areas that lack reliable data and actual proposals 
for development measures with the support of the municipality.  
 

Agriculture  
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Prospects of agriculture and food industry  
 
Taking into account the fact that the food industry has been identified in strategic 
documents as one of the pillars of development, it is important to know what are the 
characteristics of primary production in the Pirot region, what are the comparative 
advantages and what are in general the competitiveness and production-related 
relations like at the level of the two countries and two regions, because this is the 
prerequisite for development planning and support. 
  
Suitable resources for agricultural development in Pirot: 
-  69,730 ha of agricultural land,  
- Great potential in natural resources (territory of the Balkan Mountains,) 
- Land for organic processing of plants and animals, raspberries, strawberries, 
mushrooms, etc. 
- Ideal conditions for the development of fruit and grape growing, 
- No chemical pollution in the region,  
- Long tradition in agriculture as the leading industry, 
- Organic farming leads to continuous growth of local producers,  
- Large grassland areas  favourable for the development of animal husbandry.  
 
There are excellent conditions for the development of animal husbandry (cattle, sheep, 
goat raising) due to a large number of pastures (5,560 ha), which creates the needed  
base of raw material (leather, wool, ...) for making rugs, jackets, yarn. The existence of 
these prerequisites is a developmental opportunity for opening new farms. Connected  
with animal husbandry and livestock raising on farms is  the production of quality milk 
and dairy products: kackaval cheese , cheese, yoghurt, đubek, pressed milk, etc.  
 
With over 8,000 registered agricultural holdings, Pirot region is above the average of 
Central Serbia. Agricultural production is carried out on 69,619 ha of classified 
agricultural land lying on altitudes between 320 and 2,170 m.  It is interesting that 45% 
of the total agricultural land is grassland and meadows account for additional 20%. 
Arable land accounts for 30% while the remaining area is under orchards and vineyards - 
about 5%.  
 
In addition to the land area, the data on soil quality are also illustrative – according to  
this criteria, all lands are divided into eight cadastral classes. In the municipality of Pirot  
the first four classes are widely represented and are typically used for the cultivation of 
field and vegetable crops and intensive orchards and vineyards. Land of the fifth and 
sixth class at lower altitudes is predominantly used for the cultivation of fruits and vines, 
and for the production of animal feed (alfalfa, red clover and other legumes, natural 
meadows), and the seventh and eighth class for pastures. 
 
If this information is cross-referenced with the data on the size of estates in the area 
where small holdings prevail (50% up to 2 ha), the first perspective is clearly defined and  
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that is the  labour intensive agriculture characterized by animal husbandry  based on 
grazing, vegetable and fruit growing, and especially the production of value-added 
products. This assumption is clearly confirmed when we take into account the 
competitive position of products in this category compared to the Pirot-Montana 
region.  
 
The existing production structure and trends  
Crop husbandry 
    
The production structure of this segment of agriculture is quite one-sided. Grains (corn 
and wheat) have the largest share, followed by forage crops and vegetables. The most 
profitable lines of crop production - industrial, medicinal and aromatic plants are seldom 
grown in this region. 
 
Grain production  
 
In the area of Pirot municipality the following types of grains are produced: corn, wheat, 
barley, oats, triticale and in minor areas and rye. Corn and wheat have greater economic 
importance. In the long term, corn production is declining, which coincides with the 
decline of livestock raising. The production of wheat decreases even further, which is in 
line with the production trends in Central Serbia as a whole.  
 
Production of vegetables and industrial crops 
 
The most common types of vegetables in Pirot are potatoes in the mountainous part of 
the municipality and beans in the plain-hilly area. Vegetables are produced on around  
2,200 ha. 
 
Potato production has a very strong downward tendency. Other types of vegetables 
grown in the region are: significant quantities of pepper, onion, garlic and tomatoes. The 
production of other vegetables common to this region (carrots, peas, cabbage, kale and 
other brassicas, cucumbers, etc.) is mostly of subsistence character and of no economic 
importance. Vegetables are mainly produced in the open air.  
 
Production of plants for animal feed - forage crops  
 
Production of livestock forage crops is the most common type of crop production in the 
municipality of Pirot. Forage crops are produced on the area of over 51,000 hectares, or 
on 73% of total agricultural land (meadows – 14,091 ha, grassland 31,313 ha and 
cultivated cattle fodder crops 5,778 ha). With regard to the cultivated forage crops most 
common are alfalfa and red clover. The average production of alfalfa in 2005/2006  
amounted to around 7,640 tons, and of red clover around 2,800 tons. These two forage 
crops are grown on an area of around 1,800 hectares. Mixtures of grasses and legumes 
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are next, and among other forage crops the most common is silage corn (green mass). 
Vetch, field peas and fodder beet are grown on a smaller scale.  
  
In the mountainous areas of the municipality the largest quantity of animal feed comes 
from meadows and pastures. It is estimated that the average yield of grass on meadows 
and pastures was about 48,000 t in 2005/2006. Unfortunately, due to the enormous 
decrease in the number of basic types of livestock common to this region (sheep and 
cattle) large quantities of this high quality and cheap food remain unused, which is a 
potential for development.  
 
Fruit production  
 
According to the official statistics, orchards and vineyards in the municipality of Pirot 
occupy around 3,679 ha and the production of fruit and grapes is mainly of subsistence 
and extensive character. All kinds of continental fruits which are normally grown in the 
Republic of Serbia are produced in this area  (stonefruits, pome fruits, berries and nuts). 
Intensive planting is scarce, mainly in the form of garden plots and amateur plantations. 
The most common types of fruit in the municipality are plums and apples. And while 
apple production is stagnating both in terms of quantity and the size of  plantations, the 
production of plums has a  different trend. 
  
Pirot accounts for 1.64% of the total  production of plums in Serbia. Also (x axis), in the 
last 12 years the production in Pirot is growing faster than in the world by 15%. 
Compared to Serbia this growth is 12.4% faster. This trend clearly indicates the 
competitiveness of plums from this region, and when the data are correlated with the 
Bulgarian import data (especially relating to prunes) it is clear that this fruit has a good 
prospect of production and exports to Bulgaria.  
 
Other types of fruit grown in the municipality of Pirot: sour cherries, cherries, apricots 
and peaches from the group of stonefruits, then pears and quinces from the group of 
pome fruits, walnuts from the nuts group, and finally strawberries and blackberries in 
very small quantities. However, all  these categories have no economic significance. 
 
From the aspect of tradition it is important to mention the production of grapes. For a 
long period of time viticulture was a significant agricultural branch in the municipality of 
Pirot. 
  
 Animal husbandry 
 
 In terms of economy, animal husbandry is the most important and the most common 
branch of agriculture in the municipality. A relatively small number of livestock is grown 
in the farm system. There are about 500 farms in the private sector individually raising 
over 100 sheep each.  
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The largest cow farm is owned by a producer on the Balkan Mountains – 150. This 
production is organized in an extensive way according to the so called  cow-calf system.  
 
Two farmers have  50 cows each, one has 20,  ten farmers between 10 and 20 cows and 
40-50 farmers have between 5 and 10 cows. In the villages of Pirot municipality there 
are neglected facilities for fattening 2,000 to 2,500 thousand bullocks in one round.  
 
Trade in food in Serbia and Bulgaria, with  emphasis on the position of  
competitiveness of Pirot  
 
 

 
   
If one looks at comparative data on the production in Bulgaria and Serbia expressed in 
tons, one gets initial information regarding the possibility of exchange between the two 
countries. It is obvious that Serbia is extremely dominant in relation to corn and milk 
production, that it produces three times more meat and vegetables, while Bulgaria leads 
in the production of wheat and sunflowers. These data are valuable at the level of 
sectors, but to learn more about the market positions of these product surpluses, the  
competitiveness of their prices compared to other countries with the same or more 
favourable trade agreements should also be considered. 
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With less than 50 million dollars, Serbia occupies 14th position on the list of exporters of 
food to Bulgaria. Serbian exports is three times smaller than Hungarian or almost ten 
times smaller than Greek exports. However, what is noticeable is that the trend is 
upward and that the sector of food exports has recorded growth since 2008 when it 
represented less than 1% of total Bulgarian imports. Today, this percentage is doubled 
and the total Serbian exports represent nearly 2% of the overall Bulgarian imports and 
with upward  tendency. 
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BUT WHAT IS BULGARIA IMPORTING FROM SERBIA AND IS SERBIA COST 
COMPETITIVE?  
 
What dominates in Bulgarian imports from Serbia are soybean oil, corn, sugar, beer 
extracts, tobacco, soft drinks. It is interesting that wheat and sunflower represent a 
significant portion of imports, although Bulgaria is an important producer of these 
categories compared to Serbia.  
 

 
 
In total, cereals and cereal products dominate exports to Bulgaria, but what about the 
upward trends of import from Serbia to Bulgaria, and what products are becoming more 
competitive in the Bulgarian market?  
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Plums and prunes 
recorded the largest  
linear export growth of 
over 45% in the past five 
years . Export of coffee 
and food for dogs and 
cats also increased, and 
export of vegetables, 
which although not 
substantial in terms of 
amount, shows the 
competitiveness of this 
sector in the Bulgarian 

market. When the data on production in Serbia and in Pirot are cross-referenced with 
the data on the competitiveness of Serbian products in Bulgaria, PLUM is clearly defined 
as the STRONGEST EXPORT PRODUCT of the municipality, whether fresh, processed or 
dried (possibly as an in addition in the confectionery industry, or as a stand-alone 
product with a coating of chocolate and nuts).  
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WHAT ARE OTHER POTENTIALLY COMPETITIVE PRODUCTS IN THE BULGARIAN 
MARKET?  

 
When analyzing the so-
called unit value in 
dollars per kilogram of 
Bulgarian imports and 
Serbian exports, a 
whole range of 
products that could be 
competitive in the 
Bulgarian market can 
be seen. This analysis 
uses the average 
quality of  products and 
this quality component 
should also be taken 
into account when 
forming conclusions 
regarding the  
competitiveness of 
certain types of goods 
(for example, Serbia is 
exporting alcoholic 
drinks at prices more 
favourable  than 
Bulgarian import prices, 
but that does not mean 
that Serbian brandy is 
more competitive than 
Scotch whiskey). 
However, a real chance 
for Serbian products in  
Bulgaria lies with the 
products whose brand, 
trademark, or other 
designation of added 
value does not make a 

competitive difference regardless of price. 
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Bulgarian import of all kinds of meat is dramatically more expensive compared to what 
Serbia can export to Bulgaria at its averaged export prices. Also, prices of frozen and 
canned vegetables exported from Serbia are significantly lower than Bulgarian import 
prices.  
 
Having in mind all of the above, chances of Pirot are not small. The Table below provides 
an overview of the top 20 crops grown in Pirot and their share in export to Bulgaria from 
Serbia and the total import of those top 20 Pirot products from all over the world to 
Bulgaria.  
 

Tourism  

 
Thanks to the leadership and a clear vision of the local management, Pirot has 
established itself as the economic centre of the region and is becoming a cosmopolitan 
town where foreigners from different countries live and work. A growing number of 
foreign tourists is visiting Pirot to feel the specific characteristics of this area  and enjoy 
the beauty of nature, ethnographic and cultural resources with which it abounds. The 
quality of life is significantly improved through a better utility infrastructure and 
educational and social facilities such as the “Kej” sports hall that was reconstructed with 
the EU funds and which now offers a variety of recreational activities, and together with 
the construction of the indoor pool which is nearing completion, this reflects the efforts 
of local authorities to respond to the needs and improve the standard of living for all 
citizens of Pirot.  
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In addition to the Stara Planina Nature Park, Pirot abounds with local resources for 
tourism development - caves, gorges, picnic areas, lakes and waterfalls. A former town 
of poor craftsmen and migrant workers is now recognized among foreigners for its  
striking kilims, hard sheep cheese and pottery, whereas the domestic population 
definitely knows Pirot for Tigar car tyres.  In the honour of the so called "flattened" 
sausage, the annual festival is organized attracting tourists and businessmen from the 
region and having great potential for the gastronomic branding of the area. A growing 
number of domestic and foreign tourists is coming to visit the Momcilo’s Town and the 
Ponisavlje Museum to peek into the ledger of young Rista to find out the secret of 
success of this widely famous Pirot merchant. 
 
To put all these natural, historical, traditional, gastronomic and cultural resources into 
the function of local community and regional development, the Strategy of local 
economic development has for the first time recognized the importance of tourism for 
the development of the municipality and the overall progress of its population. 
Revenues from tourism did not have a significant share in total municipal revenues in 
the past, but with significant investments in the development of the Stara Planina 
capacities, the need for a strategic approach with regard to space  furnishing and 
decorating and enabling of local capacities for achieving faster development of tourism 
in the region has been recognized.  
 
The municipality of Pirot has a number of advantages and resources for tourism 
development:  
-transit position on the Nis-Sofia road, 
-great potential in natural tourist resources, 
-well-preserved environment, 
-ethnographic inheritance and architecture, 
-local trademarks and recognizable brands,  
-cultural  events. 
 
In addition to the development of infrastructure and the economy, there is a growing 
interest of tourists and guests who visit the town to stay and live in it. With the 
construction of hotel Pirot, the municipality satisfied one of the key missing 
prerequisites for the development of business and congress tourism by providing   first 
class accommodation, so a significant increase in the number of overnight stays of  
tourists and business people is expected. To enable further tourism development, in 
parallel with the development of infrastructure and accommodation, the municipality is 
working on the design and implementation of targeted marketing campaigns to impose  
Pirot on the regional and national level as a diverse tourism destination.  
 
In particular, with the continuous development of tourist facilities there are numerous  
opportunities for local business and entrepreneurs to take advantage of the existing 
resources as the foundation for new economic activities that will generate more 
revenue from services and products in the tourism industry. We propose the following:  
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- Branding and marketing of local gastronomy,  
- Catalogue of authentic local dishes with a translation into foreign languages, 
- Categorization of selected local restaurants in cooperation with the tourism 

organization according to the authenticity of the design, the menu and relevant 
standards, which would be accompanied by promotion and visibility, 

- Special offers of food, souvenirs and equipment for alpinists, cycling tourism, 
motorcyclists, through promotional materials (on the internet) and 
recommendations,  

- Cooperation with the Michelin Group on the inclusion of restaurants in Pirot 
(and the region and Serbia) in the  Michelin Guide, with restaurant 
categorization and promotion (Michelin stars). 
 

 Branding of local trademarks 
- Pirot kackaval cheese, 
 - flattened sausage, 
-  Pirot kilim and pottery in cooperation with the “Grlica” cooperative.  
 
Facilities in the Balkan Mountains 
 
- Programs for children and families, 
- Children’s daycare programs,  
- Organized excursions and visits with guides (in Serbian and English), 
- Traditional crafts workshops - pottery and weaving (one day, two days, several 
weeks), 
- Seasonal household activities (picking fruits, making winter food, homemade bread 
and pies, corn bread from whole-wheat flour, etc.). 
 
Camps for students, youth and children of the diaspora 
 
- Science and research camps, 
-  Scout camps, 
- Ethnological camps, 
- Environmental camps. 
  
Ethnological heritage 
  
- In partnership with Bulgaria, establish annual international conference on the 
protection of ethnological heritage of the region in the border area, which will, in 
addition to the specific effects of the protection and promotion generate a large 
number of visits to the municipality and  income from conference participants, 
 - Twinning with cities that have similar offer in order to preserve and promote heritage 
in the function of tourism and local economy development (e.g. identify appropriate 
towns in the border area with Bulgaria, or Sombor and Stapar kilim).  
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With the support of local and institutional partners, it is necessary to work on the 
intensive promotion of  investment potentials for tourism development, which would 
lead to a greater visibility of the existing tourism offer and ensure greater revenues in 
the local budget. One possibility is the promotion of Pirot’s offer (art, design, lifestyle) 
in the Wallpaper Travel Guide, and a targeted promotion directed at foreign nationals 
who live and work in Belgrade (embassies, international  organizations, etc.).  
 

Framework for economic cooperation  in the  Pirot-Montana region 

  

Owing to the efforts of the two Governments to encourage economic cooperation in the 
border region through a series of bilateral meetings on political and economic topics, 
Serbia and Bulgaria have formally defined their relationships in the following areas:  

 
• Agreement on the Reciprocal Promotion and Protection of Investments,  
• Agreement on Cooperation in the Field of Tourism,  
• Economic Cooperation Agreement (entered into force on 10 March 2010.). 

  
In this manner the two countries are encouraging economic relations with activities 
aimed at developing cooperation, particularly in the fields of industry, agriculture, 
forestry, energy, research and development, the construction industry and  
cooperation between small and medium-sized enterprises. The most significant forms 
of cooperation are in the energy sector (projects: South Stream and Nis-Dupnica) and  
tourism (the area of Stara Planina), as well as the completion of the Corridor 10 
towards the Bulgarian border. 
  
During the Serbia-Bulgaria business forum which took place in Sofia in early 2011, the 
final Protocol of the first session of the Intergovernmental Committee for Economic 
Cooperation was signed.  The protocol contains four guidelines for the development of 
trade and cooperation between small and medium-sized enterprises, sectoral 
chambers and chambers of commerce, and for the organization of business forums.  

 
The potential for cross-border cooperation with Bulgaria  

 
20 companies from Bulgaria are operating in the Free Zone Pirot and represent a stable 
foundation for  further development of economic relations between the two regions.  

Bulgarian and Serbian economies are similar, although the restructuring in Bulgaria 
ended while in Serbia it is still ongoing. Even the same goods are traded in both 
directions, which is absolutely in accordance with the rules of free trade. The most 
developed industries in Bulgaria are energy, textiles, footwear and clothing, 
confectionery industry and chemical industry. Imports from Bulgaria include non-
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ferrous metals, oil and oil products, mineral ores and metal scrap, chemicals, 
machinery and transport equipment, iron and steel, non-metallic mineral products, 
food and live animals, electrical energy, cork and wood products. Therefore, Bulgaria 
can offer almost all of these products at very competitive prices, which is a challenge 
for the local economy.  

In late 2013, the Serbian-Bulgarian Chamber of Commerce has been established in 
Bulgaria with the aim of improving foreign trade between the two neighbouring 
countries and facilitating cooperation between Serbian and Bulgarian businessmen. 
The founders of this Serbian-Bulgarian business association are Nis, Leskovac and 
Zajecar Regional Chambers of Commerce , while on the Bulgarian side the founders are 
the Montana Chamber of Commerce and the Bulgarian Economic Forum.  

The analysis of economic cooperation and trade between Serbia and Bulgaria is 
showing signs of recovery – a growing trend in both exports and imports, with the 
faster growth of imports was present before the economic crisis. From 2010 to 2011 a 
decrease in imports and a slight increase in exports was observed. In 2013 both the 
imports and the exports had a downward trend, but our deficit was noticeably reduced 
compared to  the previous year.  

Relating to the trade with Bulgaria, coverage of imports by exports has a declining 
trend, while in July 2013 this indicator reached the 2011 coverage ratio.  

The most common export products in the market of Bulgaria are: 

- Mineral ores and metal scrap,  
- Oil and oil  products,  
- Electricity,  
- Primary form plastics, 
- Non-metallic mineral products. 

The most common import products from Bulgaria to Serbia: 

 - Non-ferrous metal,  
- Sugar, sugar products and honey, 
- Primary form plastics, 
- Iron and steel,  
- Various finished products.  

Based on the analysis of existing companies, we have identified several basic models of 
cooperation between businesses in the border region of Pirot-Montana:  

- attracting investment through the use of benefits  of the Free Zone,  
- investments of local companies in Bulgaria, 
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- joint appearance on third markets, 
- placement of Serbian goods through Bulgarian companies,  
- production of parts that are missing on the Bulgarian market, and  
- joint production of scarce products for the industry and the market in both 

countries.  

Finding potential partners in Bulgaria  

Finding potential partners in the border area and establishing contact with them can be 
accomplished in several ways and one of the most successful ways is the 
recommendation of a member of administration  of the Free Zone Pirot  which does 
business with Bulgarian companies (20%, i.e. 40 companies out of 200 Free Zone Pirot 
users are Bulgarian companies). Owing to its direct contacts, the Zone administration 
can offer this service relating to establishing contacts, or connect you directly with 
production companies or trade organizations and distributors operating in the border 
area who are from sectors  of  interest to you.  

Local fairs and business meetings with the support of the LEDO and the Free Zone Pirot 
can provide information regarding reliable partners and assist in meeting and making 
direct contacts, as well as in establishing cooperation. 

Verifying the partner’s reliability 

If you want further verification of the reliability of a company in the border area, such 
information can be obtained for a fee from the relevant Chamber in Serbia or Bulgaria 
to which the company in question is affiliated, or from a professional agency that is 
registered for that particular activity. Please note that such information, regardless of 
being paid for, does not guarantee for possible liabilities that the company makes. 

This in itself indicates that the maximum security in relation to the collection (advance 
payment, bank guarantee or letter of credit) is required in order to prevent past events 
from recurring. 

An additional element of security is the verification through the LEDO or local 
administration office which will communicate with the domicile embassy in the 
neighbouring country (Serbian embassy in Sofia), or verification with the Trade 
department of the Embassy of Bulgaria in Belgrade. 

Import-export regulations – tariff and non-tariff protection 

As of 1 January 2007, Bulgaria is the EU Member State and therefore the EU regulations 
apply. In the first three years of membership, all new Member States may implement 
certain derogations for some types of goods, which will enable easier adjustment of 
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their economies. However, this is not often the case in Bulgaria. Import tariff rates can 
be seen at the Bulgarian customs website - www.customs.bg.  
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USEFUL CONTACTS  

 
Serbian Business Registers Agency  
Brankova 25, 11000 Belgrade, Serbia  
e-mail: registar@apr.gov.rs  
Tel: +381 11 2023 350, Fax: +381 11 33 73 061  
www.gov.rs  
   
Bulgarian Embassy in Belgrade  
Bircaninova 26, 11000 Belgrade, Serbia  
e-mail: embassy.belgrade @ mfa.bg  
Tel: +381 11 3613 980, 361 3990, Fax: +381 11 361 1136  
www.mfa.bg / Embassies / Serbia  
   
Serbian Embassy in Sofia  
Veliko Tarnovo 3, 1504 Sofia, Bulgaria  
e-mail: sofia@emb-serbia.com 
Tel: +359 2 946 1635, 946 1633, Fax: +359 2 946 1059  
http://www.sofia.mfa.gov.rs/ 
 
 Serbia-Bulgaria Cross-Border Business Support Centre  
CCI-Vratsa Berkovitsa Branch 1, Dr Ivan Panov, 3500 Berkovitsa, Bulgaria  
e-mail: mailto:info@cb-centres.net 
Tel: +359953 88397  
www.cb-centres.net  
   
Help  
Obrenoviceva 36/2, 18000 Nis, Serbia  
e-mail: helpnis@help-serbia.org.rs 
Tel: +381 18252822  
www.help-serbia.org.rs  
   
Local Economic Development Office Pirot (LEDO)  
Srpskih vladara 82, 18300 Pirot  
e-mail: ledo@pirot.rs, marija.djosic@pirot.rs 
Tel: 381 10305580 305 578, Fax: +381 10305578  
http://www.ledo.pirot.rs/ 
   
Ministry of Economy  
Kneza Milosa 20, 11000 Belgrade, Serbia  
e-mail: kabinet@privreda.gov.rs 
Tel: +381 11 3642 702, Fax: +381 11 3642 705 
www.privreda.gov.rs 
   

mailto:sofia@emb-serbia.com
http://www.sofia.mfa.gov.rs/
mailto:info@cb-centres.net
mailto:helpnis@help-serbia.org.rs
mailto:ledo@pirot.rs
http://www.ledo.pirot.rs/
mailto:kabinet@privreda.gov.rs
http://www.privreda.gov.rs/


98Expose d.o.o 

 NALED  
Makedonska 30, VII Floor, 11000 Belgrade, Serbia  
e-mail: naled@naled-serbia.org 
Tel: +381 11 33 73 063, Fax: +381 11 33 73 061 
www.naled-serbia.org 
   
Business Directory BUSINESS.BG  
Rusaliiski prohod 15, kancelarija 3, Sofija 1407, Bugarska 
e-mail: hrisi@business.bg, office@business.bg 
Tel: +359 2 931 2147, Fax: +359 2 931 2154 
www.business.bg 
 
 Business portal ECON.BG  
Искър 71 1527 Sofia, Bulgaria 
e-mail: portal@econ.bg 
Tel: +359 2 439 7409 
   
Tax Administration  
Save Maskovica 3-5, 11000 Belgrade, Serbia  
e-mail: kabinet@purs.gov.rs 
Tel: +381 11 3950 680 
www.poreskauprava.gov.rs 
   
 Office of the Serbian Chamber of Commerce in Bulgaria  
Janko Sakazov 19/6, Sofia, Bulgaria  
e-mail: sofia@pks.rs 
Tel: +359 2 94 61 014, Fax: +3592 9461 014 
   
Serbian Chamber of Commerce  
Resavska 13-15, 11000 Belgrade, Serbia  
e-mail: info@pks.rs 
Tel: +381 11 3300  900, Fax: +381 11 3230 949 
www.pks.rs 
   
Regional Chamber of Commerce Nis  
Dobricka 2, 18000 Nis, Serbia  
e-mail: rpknis@rpknis.rs 
Tel: 381 18510999 255 668, 255-391, Fax: +381 18255472  
www.rpknis.rs   
   
Regional Development Agency Jug  
Obrenoviceva 38, 1. Floor, 18000 Nis, Serbia  
e-mail: info@rra-jug.rs  
Tel: +381 18515447, 522 659  

mailto:naled@naled-serbia.org
http://www.naled-serbia.org/
mailto:hrisi@business.bg
mailto:kabinet@purs.g
http://www.poreskauprava.gov.rs/
mailto:sofia@pks.rs
mailto:info@pks.rs
http://www.pks.rs/
mailto:rpknis@rpknis.rs
http://www.rpknis.rs/
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www.rra-jug.rs  
   
SIEPA  
Vlajkovi ceva 3 / V, 11000 Beograd, Serbia  
e-mail: office@siepa.gov.rs  
Tel: +381 11 3398 550, Fax: +381 11 3398 814    
http://www.siepa.gov.rs/ 
   
 Free Zone Pirot 
Nikola Pasic bb, 18300 Pirot, Serbia  
e-mail: zona@tigar.com  
Tel: +381 10 304070, 304071  
www.freezonepirot.com  
   
Free Zones Administration 
Omladinskih brigada 1, 11070 Novi Beograd, Serbia  
e-mail: slobodnezone@usz.gov.rs  
Tel: +381 11 311 7326, 311 7327, Fax: +381 11 311 7388  
www.usz.gov.rs  
 

mailto:office@siepa.gov.rs
http://www.siepa.gov.rs/

