STATEMENT
NATIONAL CONVENTION ON THE EUROPEAN UNION
Draft Budget and Fiscal Strategy of the Republic of Serbia 2025-2027: The Need for a Transparent, Development-Oriented, and Institutionally Grounded Approach to Fiscal Policy

The National Convention on the European Union (NCEU) has analyzed the Draft Budget of the Republic of Serbia for 2026 and the Fiscal Strategy for the 2025-2027 period. The analysis points to systemic problems that limit Serbia's development potential and its capacity to prepare for membership in the European Union: the absence of a strategic planning framework, politicized decision-making, extreme non-transparency of budget procedures, and a bias towards large, ad hoc politically determined measures instead of programs that raise productivity and the society's development capacity.
Structural weaknesses in economic policy jeopardize the competitiveness of the economy. The real appreciation of the dinar and the increase in production costs for exporters, along with the absence of programs to increase productivity, result in a reduction of private investment and, for the first time in 2025, stagnating or even decreasing exports by domestic small and medium-sized enterprises. Without thorough reforms, social and economic development are condemned to low GDP growth without societal development and with further deepening of economic differences among citizens.

Key Recommendations
Transparency and Accountability:
1. Regarding the public investment management, parallel to fulfilling the obligations undertaken in the Reform Agenda (adopting a position paper and Action Plan by the end of 2026, and abolishing exemptions from public procurement by the end of 2027), establish a publicly available platform for monitoring all public investments , including the publication of all contracts, investment plans, monitoring of execution, and related procurements with justifications, even for projects exempted from the Law on Public Procurement.
1. Despite the launch of the budget portal and a formal "invitation to citizens" by the Ministry of Finance, it is necessary to fundamentally open the consultation process with interested parties substantially before the Government's budget proposal is formulated, through an inclusive and accessible mechanism of participation, rather than through limited activities based on quizzes or closed online formats.
1. Radically increase the transparency of key projects and programs, along with the related presentation of fundamentally connected spending.
1. The budget proposal should be presented together with an assessment of the current year's execution, and justifications should include a clear overview of achievements during the year. This way, the circumstances under which the budget is adopted and how realistic the projected figures for the next year are become visible.
Regulatory and Strategic Framework:
1. Proceed with the drafting of the Development Plan and the Investment Plan in accordance with the Law on the Planning System, with the proactive involvement of all interested parties.
1. Restart and complete the reform of the system of salaries and remuneration for public sector employees by adopting a new systemic law and by-laws which, relying on the principles of the former (now invalid) Law on the Salary System in the Public Sector from 2016, introduce transparent salary grades and clear criteria for advancement and remuneration.
1. Establish social cost-benefit studies as a mandatory procedure before the start of works on all large investment projects.
1. Limit the size of the current budget reserve and logically and quantitatively connect it with the risks they are intended for. At the same time, introduce greater transparency in their spending and full coverage of the purposes recognized in the risk analysis..

Development Orientation and Support to the Economy:
1. Eliminate tax discrimination against small and medium-sized enterprises (SMEs) compared to large enterprises , as part of the announced harmonization of tax schemes with the EU state aid system in the Reform Agenda.
1. Establish a state guarantee fund to support SME exports in the amount of at least EUR 15 million from the unexplained budget line for "investments of special importance".
1. Reduce the tax burden on the lowest wages and increase tax progressivity , in accordance with long-standing recommendations from the civil sector and good international practice.
1. Redirect support from simple subsidies towards programs that build capacity and synergies , creating added value that exceeds the cost
Sectoral Reforms and Preparation for the EU:
1. Establish a Green Fund with a reform of fees that includes new fees from laws related to CBAM regulation (Law on Tax on Greenhouse Gas Emissions and Law on Tax on the Import of Carbon-Intensive Products).
1. Urgently begin the preparation of transformational programs for emissions reduction and adaptation to climate change and regulatory changes in the EU.
1. Initiate substantive reforms in key sectoral policies: agriculture, healthcare, education, and social protection.
Development plans and program-based thinking, along with broad participation of citizens and the economy, are necessary to identify priorities that strengthen productivity and synergies. Implementing such programs requires strong institutions capable of acting with clearly defined goals. Without strong and decentralized institutions that ensure synergy in the action of all parts of society and the economy, Serbia cannot develop further or become ready for membership in the European Union.
The detailed analysis of the budget and fiscal policies can be found in the annex to this letter
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