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An adequate normative regulation isa prerequisite for a successful implementation of the competition 
policy as a fundament of a market economy is. With current legal solutions in the fi eld of the competition 
policy, Serbia has provided the necessary institutional framework for the effi  cient functioning of the market 
and the establishment of eff ective competition on it. The eff ectiveness of this framework is necessary to 
evaluate through a market analysis, based on the results achieved in creating a climate that encourages the 
development of competition. The compatibility of legislation with the European Union standards and its 
practical application are the basic assumptions of the purposeful operating of institutions. The modest results 
of the competition policy in Serbia impose the need to increase institutional capacity, upgrade the regulation 
and its conceiving in a manner that will ensure the construction of an effi  cient market economy. In this sense, 
the paper analyzes the key elements of the institutional framework that determine the eff ectiveness of the 
competition policy. Special a$ ention will be paid to the practical application of this framework, which will 
be illustrated by a critical review of the manner and method of decision-making by the Serbian Commission 
for the Protection of Competition in its procedures in monopolized markets.
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INTRODUCTION

One of the main tasks of any country is to create a 
favorable environment for the expression of individual 
preferences of the population and economic entities, 
and their alignment with collective preferences. In 
the economic area, it means creating conditions for 
achieving enterprises’ and consumers’ goals, which 

leads to economic effi  ciency, both at the micro level 
and the level of the entire economy. According to 
that, an important task of the government is creating 
a necessary market infrastructure, i.e. market 
institutions. The market is not stochastic; it is an 
arranged set of supply and demand relationships. 
With adequate legal regulations, the government 
clearly determines the framework of economic entities’ 
behavior and stability in expressing their interests 
and achieving goals. By clearly defi ning the rules of 
conduct and the scope for the economic activity, the 
state impacts the relationship between economic actors 



and the environment and also creates conditions for 
achieving the highest possible level of social welfare.

In economic theory, the potential eff ectiveness of 
economies is known to be based on competition. 
Proceeding from this, economic theory is directly 
or indirectly used for designing legislation in the 
competition area. In addition, it must indicate the 
mode of the application of positive legislation.

The fi rst task is related to defi ning the standards 
which legislation must follow in deciding on a possible 
violation of competition conditions. These are the so-
called conditions of eff ective competition. Competition 
could accomplish more functions. One of the most 
important is to protect market participants from the 
excessive market power of fi rms and abuses that can 
arise from it. In this way, the state takes over a general 
social task which basically boils down to the protection 
of individuals and fi rms. Another important goal is to 
improve the ability of companies and their technical 
progress. These targets lead to raising the standard of 
living and overall social progress. 

The mission of the competition policy is to harmonize 
competition conditions in all parts of the market for 
all market participants. The openness of particular 
markets is a prerequisite for encouraging companies to 
be cost-eff ective, innovative and inventive. Increasing 
prosperity in companies increases the total welfare. 
Unbridled competition, which involves the free 
movement of goods, services, capital and people, opens 
the door to a synergetic eff ect of diff erent factors. In 
doing so, the market should be free from the negative 
consequences of the government’s infl uence, illegal 
actions and non-tariff  barriers between countries. 
The task of economics is to defi ne the relevant market 
and identify the abuse of the dominant position. 
Additionally, it is important that an analysis of 
apotential distortion of competition, created by 
merging companies on the relevant market, should be 
carried out. The Law on Competition regulates and 
o& en intervenes in cases of the violation of legal norms 
in this area. In fact, it seems ironic that control and 
intervention should promote free competition. The 
second paradox concerns the democratic principle of 
the freedom of individuals which opposes the freedom 
of the redefi nition of their relationship (Jones & Sufrin, 
2001, 6).

The competition policy involves a very complex process 
that, in some segments, may evenbe controversial. The 
fact is that monopolies are desirable in certain industries 
and atcertain moments. To add, the determination of the 
relevant market involves a high degree of arbitrariness 
and subjectivity, the control of concentrations is based 
on assumed (future) eff ects on the competition intensity 
and economic effi  ciency. Because of that, the process of 
defi ning specifi c goals of the competition is impossible 
to standardize precisely, and the competition policy is 
under constant pressure of a shallow and superfi cial 
analysis as well as intentions of business and political 
circles to present market conditions in accordance with 
their own interest positions (Stojanović & Radivojević, 
2010, 337). 

However, this area is characterized by frequent 
diff erences inscientifi c experts’opinions, and even 
those expressed by members of the state body for the 
protection of competition. When these diff erences in 
opinions become particularly large, there is a doubt 
about the authenticity of research results, and even the 
legal merits of a particular procedure. Nocompetition 
system is exempt from these diff erences; however,they 
seem to be more common in countries applying 
them for a short period of time, such as almost all 
transitional economies. Typically, in such countries, 
their regulations and practical activity in this area 
arenot suffi  ciently defi ned and reliable. The main 
reason for this is a lack of an institutional framework 
and an inadequate implementation of the law.

In developed countries, competitive institutions 
have gradually evolved over hundreds of years into 
eff ective ones due to the present form. Serbia has 
beentrying to make up for the part o& hat historic delay 
since 2005, and, by using good economic concepts and 
accumulated experience, to carry out quick reforms 
and build new and effi  cient institutions in this fi eld. 

One of the most powerful incentives for (economic) 
reforms in Serbia is itsmembership with theEuropean 
Union (EU). The integration process involves building 
an institutional infrastructure compatible with modern 
institutions of developed market economies. In the fi eld 
of the competition policy, it comprisesthe adoption of 
laws, the establishment of regulatory bodies and the 
practical activity aligned with the competition policy 
in the EU. However, the formal harmonization of the 
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regulatory framework with legal regulations in the 
EU, with the lack of its practical application, only 
temporarily satisfi es the standards of the Stabilization 
and Association Agreement and does not lead to the 
establishment of eff ective competition in the market. 
Disposing of substantial reforms carries on the risk 
that the accumulated problems will signifi cantly limit 
economic effi  ciency and economic growth in the future, 
thus makingthe process of satisfying other (future) 
requirements for the EU accession more diffi  cult.

Using the method of scientifi c observation and testing, 
and the method of a comparative analysis, the paper 
tests the hypothesis of an underdeveloped institutional 
framework for the eff ective implementation of the 
competition policy in Serbia. The aim of the paper is 
to point out the advantages and disadvantages of the 
competition policy institutional framework in Serbia 
and accordingly formulate valid recommendations 
for the policy implementation in the future through a 
critical consideration of all its aspects.

COMPETITION AND ECONOMIC EFFICIENCY

The competition policy is an important part of the 
economic policy determining general conditions for 
economic entities’ behavior in the market. It involves 
defi ning the goals, instruments and holders of the 
measure implementation (policy-makers). The market 
functionality is realized by providing conditions 
for aneffi  cient and open market economy through 
preventing or removing market restrictions. The 
competition policy includes the following activities: 
analyzingthe market relationships, diagnosingthe 
competition limits, taking measures to stimulate 
competition and identifying and implementing 
measures for the protection of competition. The main 
objective of these activities is to provide and maintain 
competition conditions through: 1) eliminating artifi cial 
and voluntary activities of the companies or countries 
having a weakening infl uence on the competition and 
2) improving competition conditions with respect 
to natural limitations (Stojanović, 2003, 27). In an 
eff ort to achieve the goals of the competition policy, 
the regulatory role of the responsible state and/or 
independent institutions is essential. Due to aninherent 

tendency to restrict the competition, the authorities 
have an obligation to take measures against the holders 
of the alleged actions. The measures of the protection 
of competition are directed towards companies, on the 
one hand, and thestate or quasigovernmental funds, 
on the other. 

At the EU level, which puts a positive landmark in the 
process of establishing the national systems and creating 
a national competition policy, the competition policy 
seeks to ensure a delicate balance of various objectives. 
All goals should promote eff ective competition by 
ensuring aneffi  cient allocation of resources. Thus,the 
given task suggests an answer to the question what the 
subject of the competition policy is. It is the economic 
effi  ciency achieved by the competition in the market 
which provides the optimal allocation of limited 
resources. One of the primary intentions is the forming 
of competitive market structures. Proceeding from 
this, competition is a tool allowing the stability and 
total eff ective utilization of a business potential. The 
economic interests of the two basic types of economic 
(market) actors – enterprises and households – have an 
important place in the competition policy. Increasing 
competitive capacity and economic effi  ciency is related 
to another goal – to increasing consumer welfare. 
Therefore, competition is understood as a process of 
constant change in which the profi t and usefulness 
are motives for an economic activity. In achieving the 
maximum profi t, as a target function of fi rms, or the 
maximum utility as a target function of the consumer, 
transactions are conducted with agoal to achieve the 
economic optimum. In anopen-market economy, an 
increase in social welfare, with a discrete and selective 
control and authority over the behavior of economic 
agents, is achieved. This view of competition involves 
a dynamic process of building new institutions or 
upgrading the existing onesthat would contribute to 
achieving economic growth and development, thus 
improving the economic performance of the economy.

Pertaining to Serbia’s commitment to the European 
integration processes, a competition policy compliant 
with the European standards should be designed.

An eff ective competition policy, able to provide 
quality competition and new players’smooth entry 
into the domestic market, has a positive impact 
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on the competitiveness of the country, a$ racting 
foreign and domestic investments and infl uencing 
domestic companies’ competences in their inclusion in 
competitive markets.

The Law on Competition is an important tool available 
to countries in the process of constituting an eff ective 
competition policy. In this sense, and as a necessary 
condition for thefunctioning market economy and 
progress of Serbia towards European integrations 
in recent years, it has beennoted that the adoption 
of the following two laws iscrucial: the Law on the 
Protection of Competition (LPC) and the Law on 
the State Aid Control (LSAC), which will refl ect the 
basic rules of the EU in this area. It was necessary to 
legally round up anextremely important area, with 
signifi cant implications forthe internal development 
and international position of the country.

THE RESULTS OF THE COMPETITION POLICY 
IN SERBIA IN COMPARISON WITH NEIGHBOR 
COUNTRIES

The achieved results of the competition policy 
implementation in Serbia as well as institutions’ 
effi  ciency and the legal framework can be traced by 
analyzing globally-accepted indicators. The European 
Bank for Reconstruction and Development (EBRD) 
evaluates the progress of transition countries in the fi eld 
of the competition policy by indicators ranging from 1 
to 4.33. Indicator 1 means the absence of legislation and 
institutions for the protection of competition, while 

indicator 4.33 is given to the countries which achieve 
the standards and performance typical ofdeveloped 
countries (EBRD, 2011, 174). Serbia was evaluated 
with indicator 1 until 2006, when it scored 1.67for 
the fi rst time. The merit for this can be a$ ributed to 
the adoption of the initial Law on the Protection of 
Competition in 2005. Unlike Serbia, some neighbor 
countries had already recorded the fi rst positive 
assessments at a much earlier date. Thus, Croatia was 
positively evaluated with indicator 2 forthe fi rst time in 
1996 (inthe same year, Albania scored 1.67), Macedonia 
in the year 2000, while Bosnia and Herzegovina (B 
& H) and Montenegro wereevaluated with 1.67 in 
2006 and 2007, respectively. Table 1 shows the results 
of the competition policy implementation and the 
corresponding scores for Serbia and surrounding 
countries in the time period from 2001 to 2010.

According to the EBRD, Croatia – with a score of 3, 
which involves taking signifi cant actions in the fi eld 
of the competition policy and preventing the abuse of 
the dominant position – is the top ranked country in 
the region. Serbia, a& er the initial positive assessment 
of 1.67 in 2006, wasmakingprogress in the next year. 
A& er that, Serbia stagnated and the fi rst positive step 
and its shi& ingtoindicator 2.33 occurred in 2010. The 
nature of the EBRD indicators induces the fact that 
they are directly dependent on and conditioned by 
the development of institutions and legislation in the 
competition policy area. 

Experience shows, and the current practice in Serbia 
fully confi rms, that the most diffi  culties in transitional 
countries relate to forming a modern market structure 
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Table 1   The evaluation of the competition policy implementation in transitional countries

Country
Year

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

B & H 1 1 1 1 1 1.67 2 2 2 2

Croatia 2.33 2.33 2.33 2.33 2.33 2.33 2.67 2.67 3 3

Macedonia 2 2 2 2 2 2 2.33 2.33 2.33 2.33

Montenegro 1 1 1 1 1 1 1.67 1.67 2 2

Serbia 1 1 1 1 1 1.67 2 2 2 2.33

Source: European Bank for Reconstruction and Development 2011   



that would be in function of providing intensive and 
eff ective competition between businesses entities. 
Accordingly, the competition policy implementation in 
Serbia is a very sensitive issue requiringa big loadhard 
work. 

The extent to which Serbia is being faced with 
problems in the competition policy implementationand 
the manner in which it refl ects its international 
competitiveness is clearly accounted forin the World 
Economic Forum study for the year 2011. According 
to this study, out of 142 monitored countries, Serbia is 
ranked at the 95th place, with a score of 3.88 (World 
Economic Forum, 2011, 314). Analyzing the reasons that 
led to a relatively low index of Serbia’s international 
competitiveness, it is evident that a particular weakness 
lies in the low ranking of some “pillars of international 
competitiveness”. Namely, out of twelve “pillars of 
competitiveness”, Serbia has the worst ranking in terms 
of goods market effi  ciency (132nd place). However, 
it is necessary to identify the weakest “sub-pillars of 
international competitiveness” to complete the analysis 
of Serbia’s low global competitiveness, namely: the 
eff ectiveness o$ he anti-monopoly policy (rank 137) 
and the extent of the market dominance (rank 139).

Table 2  The intensity of competition and the 
eff ectiveness of the anti-monopoly policy, 2011

Country

Eff ectiveness of anti-
monopoly policy

Extent of market 
dominance

Value  
(1-7)

Rank/142
Value  
(1-7)

Rank/142

B & H 3.4 110 2.8 131

Croatia 3.7 94 3.1 119

Montenegro 3.9 79 4.0 46

Macedonia 3.6 96 3.4 92

Serbia 2.8 137 2.5 139

Source: World Economic Forum, 2011

It is clear that such a low international competitiveness 
of Serbia imposes aneed to increase the institutional 
capacity and upgrade the regulation and design of the 
competition policy in a manner that will ensure the 
establishing of an effi  cient market economy.

THE INSTITUTIONAL AND ADMINISTRATIVE 
CAPACITY FOR THE IMPLEMENTATION OF 
THE COMPETITION POLICY IN SERBIA

The protection of competition in the context 
of the Law from 2005

The Law on Competition was adopted in Serbia in 
2005, by which the Antimonopoly Law, having been 
in force between 1996 and 2005, and having not 
generated meaningful results, was abolished. Despite 
the fact that the law represented a step forward in 
the fi eld of the legal regulation of competition, it is 
evident now that ithad its shortcomings. The criticism 
and negative consequences of inadequate solutions in 
the law exceeded the benefi ts of its application. The 
subject ma& er of the law was being criticized. Article 
1,defi ning the subject ma& erand purpose of the Law, 
cited that “the protection of competition in the market 
has been regulated, in order to ensure the equality of 
the market participants and encourage the economic 
effi  ciency and the achievement of theeconomic well-
being of society as a whole, particularly consumers” 
(Law on the Protection of Competition, 2005). 
According to critics, there are several inaccuracies,even 
contradictions, in this respect. The objective of the 
law should be the protection of competition as a 
process whose unfolding brought numerousbenefi ts 
to society, and did not protect existing competitors 
(the equality of participants). Furthermore, the most 
criticized drawbacks of the Law from 2005 were tied 
to: a) penalties preventing or, at least, signifi cantly 
impedingan eff ective action against those who 
violatethe Law, since the Commissionfor the Protection 
of Competition (Commission) had very limited powers 
to impose penalties and, practically, could only bring 
misdemeanor charges, b) an irrationally low threshold 
of the annual income giving rise to the obligation of 
thenotifi cation of concentration, c) the position of the 
Commission and (to) guaranteeing its independence; 
d) exemptions from theapplying of the Law to 
persons engaged in the activities of a common interest 
(Skopljak, 2007, 66).

The approving of the market concentration is a 
function which was completely le$  to the Commission. 
However, the extremely low threshold for the 
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notifi cation of the concentration (the annual income of 
all parties in the concentration more than 10 million 
euros) led to a series of problems. Given the easy 
feasibility of the mentioned income level, this legal 
defi nition of the threshold resulted in overloadingthe 
Commission throughrequests for the approval of the 
concentration. In this manner, the Commission had 
li$ le time for focusing on more important cases of 
the distortion of free competition, the abuse of the 
dominant position and restrictive agreements. In 
addition, , the doublemeaning and a lack of precision 
in defi ning the dominant position of the relevant 
market and the relevant geographic marketwere 
pointed out as the shortcomings of the Law. Finally, 
the Law gave the government a hugediscretion in 
prescribing the conditions, criteria and regulations 
toregulateeach relevant area of the competition policy. 
As a result of the above mentioned, a& er a relatively 
short period of time, a need for making changes in the 
legislation emerged, as well as did knowledge that such 
a change is not suffi  cientby itself. In addition to the 
modifi cations of the law, it was equally important to 
work on the adoption of an appropriate methodology 
for making decisions on the protection of competition, 
in accordance with the practices of leading European 
Commissions (Labus, 2008, 18). 

A& er the Law from 2005, the Stabilization and 
Association Agreement (SAA) was signed in the year 
2008, which featured the protection of competition as 
one of Serbia’smost important obligations in the EU 
integration process (The Stabilization and Association 
Agreement, 2008). Depending on theway competition 
is distorted in the Single European Market, the 
Community Competition Law includes several parts: 
restrictive practices and cartels, the abuse of the 
dominant market position and control of integration, 
the state aid and state monopolies (Spasić, 2007, 62). The 
SAA contains provisions closely aligned with much of 
the legislation and the intentions of the EU in the fi eld 
of competition. By signing the Agreement, Serbia has 
accepted the obligation of building institutions and 
adopting a legal framework that will encompass all 
these areas of the Community Competition Law. In this 
way, the question of competition in Serbia has gained 
its international dimension, due to the fact that the 
domestic economy, because of itssize and geographic 

positioning, cannot be excluded from global fl ows. 
Any restrictive agreement and any abuse of the 
dominant position may have cross-border eff ects, the 
fi ght against anticompetitive behavior in Serbia is no 
longera mereobligation of the state towards its citizens, 
but also its international obligations towards the EU 
(Graić-Stepanović, 2007, 5). All requirements arising 
fromthe SAA in terms of competition, except for the 
area of the state aid, were covered by the Law on the 
Protection of Competition and did not constitute a 
novelty. The only novelty was the international control 
and supervision of the implementation of the defi ned 
rules.

The protection of competition in the context 
of the Law from 2009

As a result of the ineffi  ciency and lack of results of 
the old law from 2005, the new Law on the Protection 
of Competition wasadopted in Serbia in 2009. The 
aim was to remove the criticized shortcomings of the 
old law in order to fi nallycreate conditions for fair 
competition, which wouldcontribute to the realization 
of the internal priorities of the country and meet 
its international obligations. Since the new law is 
compatible with the prevailing rules of the EU in the 
fi eld of the competition policy, its use is expected to 
ensure an improved quality of the supply of goods 
and services to citizens at a lower cost and tocontribute 
to Serbia’sintegration process. The emphasis is on the 
effi  cient sanctioning of the distortion of competition, 
providing more effi  cient ways to prevent the abuse 
of the dominant market position and the control of 
the creation of market integration. The law gives 
more powers to the Commission, which will be more 
eff ective in proving the existence of abuses and will 
punish the perpetrators. The increased threshold for 
the obligatory notifi cation of the concentration at 20 
million euros and, in that sense, the relieved capacity of 
the Commission will be putin the service of preventing 
more serious cases of the distortion of competition. 

The specifi c objectives of the concept of the new law 
can be systematized as follows: a) the specifying and 
adequate transposition of the material competition 
rules applicable in the EU, b) the reduction of the burden 
of administrative procedures for business entities in 
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the sense of obligations of notifi cation, by raising the 
control threshold, c) creating legal and organizational 
conditions for capacity building and the expansion of 
procedural powers of the Commission; d) authorizing 
the Commission to implement eff ective and applicable 
measures in the cases of the distortion of competition; 
e) the improvement of the procedural and legal 
regimes (Graić-Stepanović, 2007, 6). The law provides 
a systematic and meaningful way of determining 
the basic legal institutions and terms in the fi eld of 
competition. The procedure determiningapotential 
distortion of competition has been ru$ ing in front of 
the Commission ina comprehensive manner, with 
apossibility of the participation and cooperation of all 
stakeholders.

Authorizations of the Commission 
for the Protection of Competition

The Commission for the Protection of Competition was 
formed in 2005. However, the fundamentalproblems of 
the protection of competition in Serbia a& er 2005 have 
beenrelated to the ineffi  cient workof the Commission. 
The lack of operational and fi nancial independence 
has beencriticized, since the Commission was 
fi nanced from the state budget. In addition to this, its 
competencies defi ned by the Law from 2005 havenot 
been clear enough and have giventhe government a 
broad discretion in this area. The limited capacity of 
the Commission and its overload due torequests for 
the approving of the concentration have beenpointed 
out as problems, which, again, is a consequence of an 
inadequate legal regulation of the ma$ er. The new Law 
from 2009 made several important alterationsin the 
domain of the Commission’s actions. Speaking about 
the prosecution of investigation, the old LPC predicted 
an agreement (an order) by the state authorities for the 
examination of the offi  cial and other premises of the 
party. The new LPC does not provide anapproval of the 
competent state authorities and does give very broad 
authorizations in the performance of inspections. The 
new LPC also allowsan unannounced investigation, 
if there are grounds to believe that there is a danger 
of removing or altering evidence of a party or a third 
person (Article 52). The old LPC envisaged proposals 
for provisional measures by the parties, by which the 
Commission has brought a decision on the termination 

of the distortion of competition and taking actions 
toeliminate their harmful consequences. The new 
LPC does not provide the submission of proposals 
for provisional measures. Under the old LPC, the 
Commission for the Protection of Competition did not 
specify administrative measures. However, the new 
LPC provides the Commission with this jurisdiction 
in Article 57: “If the Commission fi nds a distortion 
of competition or another distortion of this Law, 
the Commission will determine a measure for the 
protection of competition, a measure eliminating the 
distortion of competition, or another administrative 
measure prescribed by this law” (Law on the Protection 
of Competition, 2009, 18). 

In the new LPC, two types of measures to 
remove a distortion of competition are defi ned: 
behavioral measures and structural measures. 
The Commission may determine measures aimed 
at eliminatingadistortion of competition and at 
preventingapossibility of the same or similar distortions 
in a decision by which a distortion of competition is 
established, by giving orders to behave in a particular 
way or prohibit certain behavior (a behavioral measure). 
However, if a signifi cant risk of repeating the same or 
similar distortion is determined as a direct result of the 
structure of market participants, the Commission may 
determine ameasure that would be aimedatchanging 
this structure in order to eliminate such adventures, 
and at establishingthestructure that existed before 
the violation (structural measures). The new LPC 
provides themeasure of a procedural penaltyin article 
70, according to which it is determined that a market 
participant should pay penalties in the amount of 500 
euros to 5.000 euros for each day of conduct contrary 
to the Commission’s order given in the proceedings.

The administrative capacity of the Commission 
for the Protection of Competition

Notwithstanding the undeniable progress in the 
legal regulation of the activities carried out by the 
Commission, it is still necessary that its institutional 
and administrative capacity should be promoted and 
its personnel be continuously educated and trained for 
taking an eff ective action. It is needed that an emphasis 
should be put on building an institutional capacity 
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and providing professional staff  for the purpose 
of an economic analysis, in order to timely detect a 
distortion of competition in the market. Furthermore, 
it is necessary the work of similar bodies in other 
countries should be monitored in order to learn on the 
experiences of countries with a good antitrust practice. 
According to a report from the year 2010, the national 
Commission employs a total of 29 people. Seventeen 
employees are entrusted with tasks which are the scope 
of the Commission (work on subjects), two persons 
are employed in the Domestic and International 
Cooperation Sector, while 10 employeesdeal with joint 
operations for the sectors directly concerned with the 
protection of competition. Comparing the number of 
employees in the national Commission and the number 
of employees in the bodies of the Competition in EU 
member states, ageneral conclusion can be reachedthat 
Serbia has fewer employees. However, this comparison 
should be viewed as provisional, some national bodies 
for the protection of competition exercise consumer 
protection, state aid and public procurement control 
(Commission for the Protection of Competition, 2011a, 
p. 8). Graph 1 shows the comparative view of the 
number of employees in the bodies of the Competition 
in Serbia and countries in the region in the year 2010, 
in total and on the work scope of the Commission 
(work on subjects).

Compared with neighbor countries, Serbia has a greater 
number of employees, in total and on the subjects, than 
most countries. Thenumber of employees is higher only 
in the Croatian body for the protection of Competition, 
but it is a country in the region with the best antitrust 
practice.
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Graph  1  The number of employees in the bodies for the 
protection of competition (2010)

Source: Ganon & Petaković, 2011, 94

Table  3   Case review of the Commission for the Protection of Competitionin Serbia (2006 - 2010)

2006 2007 2008 2009 2010

Restrictive agreements 1 4 20 16 9

Exemption from restrictive agreements / 4 8 7 5

Abuse of dominant position 10 13 2 19 6

Concentrations of market participants 47 125 137 116 75

Total 58 146 167 158 95

Source: Annual Reports of the Commission for the Protection of Competition,  2006 - 2010  

The predominant activity of the national Commission 
from its constitution in the year 2005 was the one of 
approving theconcentration. Signifi cant forms of the 
distortion of competition in the market, the abuse of the 
dominant position and restrictive agreements, were far 
less common in the practice of the Commission. Table 3 
accounts foran overview of the subjects of the national 
Commission for the Protection of Competition in the 
time period from 2006 to 2010.

Only in 2010 was there a reduction in the number 
of requests for approving the concentration. This 
is the result of passing a new law that increased the 
threshold of the total annual revenue requirement for a 
mandatory notifi cation of concentration (in the previous 
law, it had beenset at an unrealistically low level). 
However, there was an increase in the number of cases 
considering the abuse of the dominant position and 



restrictive agreements between market participants. 
Graph 2 demonstrates a comparative overview of the 
number of notifi cations of concentrations in Serbia and 
countries in the region.

Political interference in this area has generated frequent 
diff erences inexpert and impartial circles’ opinions and 
analyses, and eventhe opinions and analyses made and 
conducted, respectively, by the representative body for 
the protection of competition. When these diff erences 
in a$ itudes seem as particularly large, a doubt in the 
obtained researches and even in the legal basis of 
a particular procedure grows. The procedure that 
the Commission implemented against the company 
Danube Foods Group (Commission for the Protection 
of Competition, 2008, Commission for the Protection 
of Competition, 2011b) or the a$ empts to prohibit the 
acquisition of Hellenic Sugar by the company Sunoko 
are among them (Stojanović & Radivojević, 2011, 480-
484; Commission for the Protection of Competition, 
2012).

One illustration of the condition of competition in the 
Serbian markets is the recently-adopted Regulation 
on the Limitation of Margins on Basic Foodstuff s 
(Regulation on Special Conditions of Certain Goods 
Traffi  c, 2011). If a higher level of competition existed 
inthis market, the margin would be within a normal 
framework, and it would not be necessary for the 
Regulation to be adopted. Thus, the state indirectly 
aff ected the retailpricing with its interventionist 
measures, which suggests that the state is not (was not) 
able to establish eff ective competition in this market 
by means of the instruments of the competition policy. 
Also, the mentioned Regulation has had a negative 
impact on small retailers (the so-called shops in the 
neighborhood), whose business largely depends on 
the margins on basic foodstuff s. A large number of 
such shops were forced to suspend their business or 
operate at aconsiderable loss by restricting the margins 
on these products. According to the Serbian Employers 
Union, 875 small shops were closed and 3,430 people 
lost their jobs in the time period from 1 January (when 
the Regulation entered into force) to 15 February 2012.

It is quite legitimate to ask what the situation is like 
whenmargins on products not classifi ed as basic foods 
are concerned. Since such products are not used to 
meet the basic needs, they can be divided into groups 
of more or less luxury goods, and it is quite reasonable 
to have a doubt that margins on some of these products 
do exceed 50%.
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Graph  2  The number of notifi cations of concentration 
in Serbia and countries in the region (2010)

Source: Ganon & Petaković, 2011, 96

Notwithstanding the fact that the number of 
applications of concentrations to the Commission 
was undoubtedly reduced in 2010, Serbia still has the 
highest number of applications in comparison with 
the countries in the region. The intention of the new 
law that the capacity of the Commission should serve 
the purpose of the control and sanctioning of serious 
disturbances in the market hasnot ledto major positive 
changes.

The consequences of an inadequate institutional 
capacity 

On the basis of the previous analysis of the regulatory 
framework, the institutional and administrative 
capacities of the Commission, it is clear that it is not 
given due weight to the protection of competition 
in Serbia. Therefore, the Serbian economic system 
isnot amarket system in anordinary sense. Laws are 
(were) usually poor and o& en not referred to, and the 
state and politics informally assumed the role of an 
omnipotent arbiter which predominantly aff ects all 
economic fl ows.



CONCLUSION

Whether because of the inadequate legislation, 
a lack of an institutional capacity, incompetence, 
political pressure or something else, it seems that the 
competition policy in Serbia is de facto a policy of 
protecting monopolies from competitors. In the absence 
of a comprehensive and coherent, harmonized and 
long-term strategy of institutional reforms, it can result 
in theoverlapping of and even confl icting withsome 
institutional interventions, the waste of professional 
resources, time and money, and an increase inother 
dysfunctional costs.

This is not pleading for a rigid and centralized 
reforming option; however, it is pleading for planned 
and coordinated reform interventions that will 
raise institutionalization processes tothe level of the 
standards established by developed countries, with 
anaim to reduce the existing institutional defi cit.

The created transitional recession occurred as a 
result of economic restructuring and adjusting to 
new business conditions without a synchronized 
change of institutions.In addition, it seems that a 
political consensus on the necessity of a radical 
intervention in the competition policy areawas not 
reached. Considering the delay in creating a legal 
basis and appropriate institutions, it is necessary that 
the regulation of this important area in transitional 
economies should continuously be improving. This 
is one of the preconditions for thefundamental 
reconstruction of the economy and society. Without 
leaving the strategic orientation, the creators of 
transition processes in Serbia need to makecorrections 
in designing and implementing economic and systemic 
solutions, eliminate the discrepancy between the 
norms and the currentsituation, and thus prevent the 
already achieved results from being compromised.
Starting from the poor performance of the economy 
and the ineffi  ciency of institutions, a clear criticism 
was madeo& he previous engineering of transition in 
the fi eld of the competition policy in paper. Thus, a 
basis for further research and the identifi cation of the 
causes was created, describing the characteristics and 
establishment of a tendency in the development of this 
important area of the economic policy.
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