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ABSTRACT 

This paper analyzes the impact of Serbia’s subsidization policy during 2015–2025 on the 

structural transformation of the economy. Subsidies in Serbia have been widely used as tools of 

industrial and fiscal policy aimed at increasing employment, attracting foreign direct investment and 

supporting domestic sectors. Integrating industrial policy theory, political economy and structural 

transformation frameworks, the study evaluates whether the current subsidization model has led to a 

shift toward high-productivity, technologically advanced sectors, or merely sustained a low-cost, 

investment-dependent growth pattern. The analysis indicates that subsidies have produced short-term 

gains in employment and investment but have not significantly enhanced long-term productivity or 

structural change. Additionally, the fiscal burden of subsidies remains considerable, and institutional 

mechanisms lack transparency and systematic impact evaluation. The paper concludes that reform of 

the subsidization model is warranted — toward productivity-linked, innovation-oriented support that 

fosters domestic value chains. Policy recommendations include shifting from employment-based 

subsidies to productivity-conditioned instruments, instituting rigorous ex-post evaluations, and 

strengthening domestic supplier networks. 
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