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MONTENEGRO
DURING THE PANDEMIC

Facts and Challenges

Podgorica, September 2021.

This publication is part of the project: “COVID-19: Reporting: What is the truth behind the pandemics?” which
is funded through a U.S. Embassy grant. The opinions, findings or recommendations expressed herein are
those of the author and do not necessarily reflect those of the Department of State.
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T h COV' D pandemic, in addition to

e - 19the heavy death toll, has
also caused numerous other problems that have significantly
affected the entire society and each individual. The world is
no longer the same. From the West to the East, answers are
being sought as to how to fight the virus that first appeared
in the Chinese city of Wuhan. New waves of infection only
add to the uncertainty over the protection of lives and the
economic, healthcare and educational systems, but also of
other aspects.

Montenegro has been hit hard by the COVID-19 pandemic.
The infection rate in some periods was among the highest in
the world, just as was the mortality rate. In 2020 our economy
was among the most affected in Europe due to a plunge in GDP.
Some consequences, such as those in the areas of education
and human rights and freedoms, will only be measured by
future generations.

Mass vaccination, which started in the first half of this year, is
moving at a slow pace, while the infection rate started to climb
again in late summer. The proposed public health measures
have often been breached, even by top officials. In parallel with
the pandemic, the world has also seen an infodemic, a flood
of misinformation and conspiracy theories and the spread
of denial of the dangers of COVID-19. This has considerably
hampered the fight against the virus not only in our country,
but also globally.

The old saying that a lie can travel halfway around the world
while the truth is putting on its shoes has proven true in these
challenging times, with a sort of proliferation through social
media and other forms of communication that have served
as a ground for the spread of unverified, false or inaccurate
disturbing information about the pandemic. This has affected
the behaviour of millions of people.

When the pandemic ends, the problem of fake news will
remain for a long time, as social behaviour cannot be addressed
with a universal vaccine, but rather with patient and long-term
work on media literacy of existing and future generations.

Through the project "COVID-19 Reporting: What is behind
the pandemic?”, the Centre for Investigative Journalism of
Montenegro (CIN-CG) and the independent daily Vijesti sought
to shed light on this topic by providing reliable information of
public interest as confirmed from credible sources.

Between 1 October 1 2020 and 30 September 2021, a total
of 20 investigative articles were published on the CIN-CG and
Vijesti websites, as well as on other platforms that have so
far had more than 740,000 views. The texts were also made
available to thousands of readers in Vijesti's print edition.

The present bilingual publication contains six selected
texts, which discuss different aspects and the impact of the
pandemic in Montenegro.

We would like to thank the Embassy of the United States
of America in Podgorica for its support.




Marija MIRJACIC

FIGHTING DISINFORMATION
PROVES AS HARD
AS FIGHTING THE PANDEMIC:

LIES SPREAD
FASTER
THAN THE VIRUS

Montenegro does not
have a strategy to fight
fake news and
conspiracy theories. It
is not always easy for
citizens to distinguish
between disinforma-
tion and real news.
The Government says
that media self-
regulation is currently
the only solution
because there is no
relevant European
practice.
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day before a May session of the

Montenegrin parliament at which

the MPs discussed amendments

to the Law on Protection of the
Population from Infectious Diseases, a
Facebook user warned that “the new
parliamentary majority will resort to a
repressive method, just as Aleksandar
Vuci¢ allegedly did in Serbia,” adding
that the list of mandatory vaccines will be
expanded to include vaccination against
infectious diseases.

This is just one of everyday examples
of the spread of fake news which was
published by the fact-checking website
Raskrinkavanje.me - a platform run by the
Centre for Democratic Transition (CDT).
Such pieces of false information have
flooded the world ever since the outbreak
of the COVID 19 pandemic.

The old saying “A lie can travel halfway
around the world while the truth is
putting on its shoes” has taken on a new
meaning. The World Health Organization
(WHO) has labelled the spread of false
or misleading information that can lead
to risky behaviours and damage public
health as “infodemic”.

According to the experts we interviewed,
Montenegro like most other countries still
does not have the right answer or a strategy
to combat lies that spread faster than the
virus through various channels and make

S

it difficult to curb the epidemic.

Since the outbreak of the pandemic,
neither former nor current policy makers
have run a strategic campaign to educate
citizens on how to recognize misleading
health information and conspiracy theories.

The vague media campaigns, such as “It
depends on you”, are aimed at motivating
as many citizens as possible to get a vaccine.
Numerous public appearances by health
workers talking about the need to comply
with Covid measures, emphasizing the
importance of vaccination and giving
advice on how to preserve mental health
have had a limited impact.

Raskrinkavanje.me is currently the only
service that points to the proliferation of
fake news about the pandemic by analysing
media products and social media content.
They collaborate with similar websites in
the region and sometimes even divide up
tasks because of heavy workload.

Speaking to Vijesti, Darvin Muri¢, editor
of Raskrinkavanje.me, says that it’s difficult
to assess the government’s performance in
the fight against the infodemic, because in
fact there is no such performance.

“This isn’t just the case with the current
health crisis, but, as we have said on several
occasions, the state does not have a clear
strategy and has not taken concrete steps
in the fight against disinformation. That
fight usually comes down to reactions and




putting the label “fake news’, but without a
plan on how to prevent this phenomenon,”
Muri¢ pointed out.

That the infodemic is worrying, in
addition to the noticeable slow vaccination
pace, as in most other countries, is best
evidenced by results from an Ipsos
survey, which showed that one in three
Montenegrin citizens believe in conspiracy
theories about coronavirus. Among them
is a significant proportion of people with
primary or lower level of education.

Research has shown that conspiracy
theories are likely to be prevalent among
people who have been exposed to a large
amount of inaccurate information about
coronavirus, as well as by people who think
they were lucky enough to find desired
information on this topic.

“These data indicate the importance of
media literacy for public health, because it
allows people to find information of interest
to them, as well as to critically evaluate any
piece of information and check it against
reliable and expert sources,” said Vladimir
Raicevié¢, CEO of Ipsos in Montenegro.

This survey was conducted between 24™
and 26™ March this year, with the support
of the British Embassy and UNICEF. The
nationally representative sample included
821 respondents aged 18 or over from all
across Montenegro.

Infodemic is a chronic
public health disease

The Ministry of Health has announced
new campaigns in collaboration with
Raskrinkavanje.me. Furthermore, the
Ministry of Public Administration, Digital
Society and the Media says that Montenegro
is facing the same problem as many EU
countries when it comes to the infodemic,
adding that the European Commission is
currently of the opinion that this problem
is to be tackled by means of self-regulation
of media platforms.

According to the Ministry of Health, this
government department has continuously
and strategically called for compliance
with prescribed Covid measures in
collaboration with the Institute of Public

Health, Clinical Centre of Montenegro and
Podgorica Health Centre Podgorica, while
explaining to citizens why this is necessary.
The infodemic, they say, did not “come
into existence” with the appearance of
coronavirus, but is a chronic disease that
has affected all spheres, including the areas
of public and personal health.

“This area is seriously neglected in
Montenegro’s healthcare system, which
is supported by the fact that almost 90
percent of children born in 2016 have been
vaccinated with the MMR vaccine, while
the coverage of immunized babies born
in 2020 is just over 20 percent. This is just
one of the illustrative examples that we cite
here,” the Ministry of Health said without
answering Vijesti’s question as to what they
plan to do regarding such worrying data.

The Ministry of Public Administration,
Digital Society and the Media told Vijesti
that the creation of a national website
aimed at informing citizens about the
current situation caused by the pandemic
(covidodgovor.me) and the public call
for service providers to inform citizens
about epidemiological measures and
immunization in Montenegro helped them
undertake timely activities with the aim of
providing accurate and timely information
to citizens and preventing the spread of
fake news.

“Recognizing the problem of the
spread of fake news about the pandemic,
especially in respect of the vaccination
process, we cooperated with all other
institutions in order to provide information
in an understandable and accessible way
and avoid misinterpretation and false
information. Thanks to the coviodgovor.me
website, but also to other communication
activities in collaboration with other
institutions (Ministry of Health, Ministry of
Economic Development, Institute of Public
Health and Administration for Inspection
Affairs), citizens are being informed in a
timely and accurate manner about all events
in the country relating to the pandemic,
the Ministry says.

However, neither the Government’s
official website and nor covidodgovor.
me feature information on how citizens
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can recognize the infodemic. Even if there
was, analysts specializing in website traffic
monitoring say that the coviodgovor.me
website has had a low number of visits,
which means that its impact is just as low.

Stefan Mandi¢-Rajc¢evié, MD and a
teaching assistant in the Department of
Social Medicine and the School of Public
Health and Health Care Management at
the Faculty of Medicine in Belgrade, who
attended the WHO training programme in
infodemic management, told Vijesti that
this organization had noted at the beginning
of the pandemic that an overabundance of
information - some accurate and some
not - would pose a challenge.

Reliable sources
instead of social media

“The training programme in infodemic
management was developed as a result of
the work of experts from a large number
of areas, ranging from epidemiology
and medical informatics to the media,
communications and the humanities.
Infodemic management is a form of
risk communication and community
engagement in resolving public health
crises. As far as the citizens are concerned,
a bridge has been made between science
and recommendations issued by relevant
institutions in each country, real concerns,
as well as doubts regarding a decision on
how people can protect themselves and
their families, Mandi¢-Rajcevic told Vijesti.

The training, he says, was given online
for four weeks via teleconference platforms,
and involved individual and group work.

“In order to make the preparation for
the realistic scenario as efficient as possible,
the process involved solving an infodemic
problem in an imaginary country that is
hit by COVID-19 and is experiencing a
shortage of PCR tests. News is pouring in
from different corners and fake medicines
preventive measures are being offered
everywhere. In addition, the imaginary
country is inhabited by three peoples
who differ in terms of religion, culture,
understanding of health, trust in the state
and the media. I think this scenario is

well-familiar to all of us. When it comes
to our region, only one colleague from
Slovenia participated in the first training,
which was organized last year. Out of
600 candidates who were admitted to the
programme from all over the world, 250
successfully completed the training,” said
Mandi¢ Rajcevic.

The current training programme that is
about to end is attended by his colleagues
from Serbia, Croatia and Macedonia, one
from each country.

The WHO office in Montenegro did
not answer Vijesti’s questions about what
their recommendations are in respect of the
fight against infodemic, how they assess
the current fight against it and whether
anyone from this country applied for the
training programme that was attended by
Mandi¢-Rajcevié.

When there are doubts that have not
been addressed on time and by sources
considered reliable (ministries, public
health institutes, state agencies, experts
in the field), citizens often search for
information on the Internet, he explains.

“Even when they are not searching for
information, they find it through messages
of unknown origin that spread in various
group chats, social media posts and even
in the traditional way over coffee with
friends. The key word for citizens is
“source”, as one reliable source is worth
a thousand unreliable ones,” Mandi¢-
Rajc¢evi¢ underlines.

He also recalled the successful reaction
to the smallpox epidemic in the former
Yugoslavia almost half a century ago,
which demonstrated how the state can
become flipped upside down in a short
time, but also how a solution can be
produced thorough the joint work of
citizens, health workers and the authorities.

“Serbia has managed to secure a
large number of vaccines in a very short
time and enable its own, but also the
citizens in the region, to get vaccinated.
Health authorities in the region have
concentrated their efforts on providing
personal protective equipment, expanding
treatment capacities and procurement
of vaccines. However, communication
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strategies aimed at citizens and health
workers, including monitoring, timely
response to their concerns and targeted
interventions in certain age groups, have
been pushed into the background, Mandi¢-
Rajcevic says.

The Ministry of Health underscores
that they are aware of the malign effects of
the infodemic, but say that they also have
freedom of speech in mind.

“It is clear that the infodemic is deeply
rooted and we will not sit back and do
nothing. The Institute of Public Health
and CDT will try to debunk key myths
through the “Raskrinkavanje” project,
both with the help of traditional media
and social networks, which are widely
used by anti-vaxxers. We aim to explain,
for example, that COVID-19 vaccines do
not cause infertility, nor do our genes
change, nor are people being implanted
with a microchip,” the Ministry said.

Truth dissemination fund

Muri¢ says that the CDT has initiated
and is working on the establishment of a
fund for fighting disinformation, which
would help the Montenegrin media become
less susceptible to untruths.

“The idea is to use the fund, which
would be established by the government, to
support media projects aimed at verifying
the accuracy of facts within editorial
offices, including provision of funding for
journalists, staff training, introduction of
new tools and technologies, etc. In addition,
it is necessary to comply with journalistic
standards in Montenegro, which are often
taken lightly,” Muric says.

He adds that his organization has been
working more than ever since the pandemic
started and that, like other fact-checking
websites, they cannot manage to crack
down on all disinformation that spreads
on social media.

“We deal with all manipulations
relating to COVID-19, including untruths
about its origin and how it spreads, as well
as with information relating to masks and
especially vaccines, which have become the
main target of ever-increasing anti-vaxx

movements following their approval for
emergency use. We also deal with stuff that
may seem and sound absurd to someone,
such as claims that we will be implanted
with microchips,” Muri¢ explains.

Currently, the most popular topic is
that magnets may attach to the injection
site of the COVID-19 vaccine.

“ Although it has been proven that this
has nothing to do with the vaccine, videos
of people sticking magnets to their arms
are being shared via social media on a
massive scale. One of the most dangerous
phenomena is linking any death and health
problem to vaccination without any proof
or justification. If a vaccinated person
dies, loads of people go on to convince
everyone on social media that the person
was killed by the vaccine, as if no one
who has received a COVID-19 vaccine
was expected to die,” Muric emphasizes.

This website has also launched a quiz
where you can check how well you can
recognize fake news about the current
pandemic. The quiz is available at https:/ /
www kviz.raskrinkavanje.me/.

Tijana Cvjeti¢anin, editor of the Bosnian
fact-checking website Raskrinkavanje.
ba, also believes that in the entire region
there is no appropriate response from the
authorities to the infodemic.

She points out that disinformation
also started from institutions, citing as an
example from a press conference in Serbia,
where one of the doctors spoke about “the
most ridiculous virus in history”, with
the president standing behind him and
laughing.

“This was exactly the right ground for
conspiracy theorists,” Cvjeti¢anin notes.

Regional fact-checking websites, she
says, have fought together to address the
infodemic and were taken aback by the
speed with which it was spreading.

“While there used to be posts that
had up to 500 shares, with the infodemic
we have seen a spread which is up to
10 times higher. There were some video
posts with running times of up to an hour,
with numerous untruths being told, so we
often shared tasks among ourselves,” says
Cvjeticanin.
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Online comments
as a playground for disinformation

Olja Nikoli¢, director of the Media
Institute, says that the pandemic has been
a big test for the media in Montenegro,
adding that it has been a challenge to
provide credible information and not
just be a megaphone for those that the
authorities mark as credible.

“Many governments, including the
Montenegrin, have decided to restrict
their freedoms, so they communicated key
information at press conferences, without
the presence of journalists and unpleasant
questions,” Nikoli¢ points out.

The health crisis, she explains, has
revealed the importance of media literacy
and continuous education of citizens so that
they could become as resilient as possible
to disinformation, lies and propaganda.

“Media literacy must not and cannot
be an alibi for the passivity of the state,
regulators and big media outlets. During
the pandemic, the Media Institute
continuously worked on media literacy
of high school students, teachers, students
and non-governmental organizations
through workshops, webinars, analyses
and articles by experts of various profiles,
but also through projects that support
media professionalization,” Nikoli¢ said.

She assesses that the mainstream media
in Montenegro have passed the test,
adding that they were a source of verified
information and a barrier to the spread of
disinformation and conspiracy theories.

“The first weeks of the pandemic have
shown that the mainstream media in
Montenegro, even with limited resources,
have the potential to provide credible
information. For example, the decision
of some websites to completely remove
comments, or to ban them below certain
content, is part of good self-regulatory
practices,” Nikoli¢ points out.

The key sources of untruths, as shown by
one of the studies conducted by the Media
Institute, were social media and tabloids
from Serbia that are popular among
Montenegrin citizens, but also messaging
apps such as Viber and WhatsApp, as well

as reader comments on news websites.

The Ministry of Public Administration,
Digital Society and Media says that the
issue of fake news has not been the subject
of media regulation so far, as there are
no generally accepted mechanisms or
clear recommendations that may serve
as guidance to states without threatening
freedom of expression.

“Montenegro is facing the same
challenges in the field of infodemic as all
EU member states, and that is finding a
balance between what is happening on
news websites and social media where fake
news and freedom of speech are mostly
disseminated. The European Commission
(EC) has recognized fake news and the
spread of a large volume of disinformation
through new communication channels as
one of the main challenges for democracy
nowadays. At this moment, the EC is of
the opinion that the key to fighting this
problem lies in the self-regulation of
media platforms, or more precisely, in the
proactivity of platforms to limit the spread
of fake news,” the Ministry said.

The Ministry stresses there is currently
no European legislation that would be
instructive for the legal regulation of new
communication channels, whereas the
national media legislation does not directly
prohibit the dissemination of fake news
and does not provide for penal sanctions
in respect of this type of offence.

They also point out that the promotion
of digital and media literacy and support
for quality journalism is important for
the fight against the spread of fake news,
which is also the standard of the Council
of Europe. To that end, they assert that
the reformed media legislation and the
forthcoming media strategy will lay the
foundations for achieving that goal.

Whoever believes - will be late

Stefan Mandié-Raj¢evi¢ explains that
there is an important difference between
disinformation and misinformation, which
both have been present in the current crisis.

“Disinformation implies a certain
intention to harm, while misinformation
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is the spread of false information without
intent to mislead. When an emergency
situation occurs, such as a public health
crisis caused by a pandemic, solving
problems and protecting individuals
depends on complying with rules. At
the level of population, confidence in the
health authorities and trust in alternative
measures proposed by unverified sources
leads to delays in solving the problem and
a prolonged pandemic, including more
infections, overwhelmed hospitals and
hindered access to health care for others,”
says Mandic¢-Rajcevié.

Individually, failure to comply with
rules, he explains, leads to infections,
spread in the family and the environment,
and ultimately to deaths.

“Itis necessary to point out that people
of lower socio-economic status are usually
at a loss. They are less likely to pay
attention to their symptoms, call a doctor
and get the appropriate diagnosis and
treatment. As a result, they are likely to
have more serious health consequences
and perhaps life consequences as well,”
Mandi¢-Rajcevi¢ adds.

Vaccine hesitancy
leads to ventilator

Milko Joksimovié, an epidemiologist
of the Institute of Public Health, told
Vijesti that the infodemic was no less
dangerous than the pandemic, adding
that Montenegrin doctors share the same
concerns as all colleagues around the
world. These include citizens who are
overwhelmed with disinformation and
conspiracy theories articulated through
numerous statements, such as: “vaccines
have not been sufficiently tested”, “an
acquaintance of mine received the vaccine,
after which they got sick - perhaps they
wouldn’t have if they had not been
vaccinated”, “the virus was invented so
that they could sell us vaccines now” “they
implanted us with microchips and who
knows what else”, ”I don’t want to stay
infertile” and many more.

“None of this is true. Vaccination helps
protect our health and the vaccine prevents

hospitalization. By avoiding vaccination
against coronavirus, we are getting closer to
the ventilator in case of illness,” Joksimovi¢
emphasized.

He said that citizens should be guided
by the principle “I may be able to read
anything and get information anywhere,
but when I need to be treated, I will call
and/or go directly to a doctor.”
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Ana KOMATINA

COURT UPHOLDS

FIRST COMPLAINT

OVER RELEASE OF LISTS

OF SELF-ISOLATING CITIZENS:

GOVERNMENT BREACHED
THE RIGHT T0 PRIVACY
ON A MASSIVE SCALE

Hundreds of ¢
pending befor rts
across Montenegro.
waiting for practice to
be established and the
grounds for one final
judgement to be
transposed to other
cases. The state could
face millions of euros
in damages and legal
costs for breaches of
human rights.
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government violated the right to privacy

of 76-year old Zarko Boskovi¢ from
Bijelo Polje by publishing his personal
data - including his name, surname and
address - while he was self-isolating.

This is the first instance judgment
rendered by the Basic Court in Bijelo Polje,
which partially upheld Mr Boskovi¢’s
complaint - the first out of several hundred
complaints that have been filed with
Montenegrin courts over the past ten
months for the very same reason.

The Bijelo Polje-based man sued the
state, seeking a symbolic compensation
of 200 euros. The first instance court
ordered the Government to pay him half
that amount by way of compensation for
non-pecuniary damages due to the breach
of the right to privacy and family life. His
defence counsel announced plans to appeal
against the decision.

The state could lose millions of euros
in damages and legal fees as a result of
publishing the lists of persons ordered to
self-isolate. In July 2020, the Constitutional
Court found that the Government had
violated the right to privacy. Individual
compensation claims, as Vijesti has learned,
amount up to €3,000.

There is no precise information on how
many people were on the lists released
between 21 March, when the Government

In March last year, the Montenegrin

published the first names, and 7 May last
year, when it removed the names from
the official website. According to the
Administration for Inspection Affairs, more
than 10,000 people received a decision on
mandatory self-isolation or quarantine
between mid-March and 24 April. Human
Rights Action (HRA), a Podgorica-based
NGO, says the first list contained more than
1,000 names, adding that the identities of
at least 2,000 people were published.

“Some sources claim that the list
contained even more than 6,000 names,”
HRA said, citing a text published by the
ZDNet news website on 27 March last
year entitled “This tiny country is posting
the names and locations of quarantined
citizens.”

The unlawful publication of personal
data was also met with condemnation in
the European Commission’s 2020 report
on Montenegro. This, however, was not
the only case of infringement of the right
to privacy of citizens during the COVID-19
pandemic. In early April last year, a list with
the details of 62 people from Podgorica
infected with coronavirus, including their
personal identification numbers, made
its way into the public. So far.only one
employee of the Podgorica Health Centre
has been charged on these grounds, only to
be released in the first instance procedure
in the meantime. Although the Basic Court
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noted inits judgment of acquittal delivered
towards the end of last month that the
Institute of Public Health had not processed
the data in a lawful manner, none of those
responsible from that institution and the
Health Centre have been prosecuted for
that.

Delays as courts
are waiting for a model

As a result of the publication of the
lists of names of people required to
self-isolate, as confirmed to Vijesti, a
total of 206 complaints have been filed
with the Podgorica Basic Court to seek
compensatory damages for past and future
mental anguish, the violation of personal
rights, the right to privacy, data protection
rights and the right to respect for private
and family life. The Bijelo Polje Basic Court
has received 59 complaints, whereas the
Basic Court in Bar is currently handling
eight cases involving a total of 10 plaintiffs.

Having confirmed that one case
(apparently the complaint filed by Zarko
Boskovi¢) has been concluded at first
instance on 18 May with partial admission
of the claim, the Bijelo Polje court president
Radula Piper told Vijesti that there was
a delay in the remaining 58 proceedings
until a final and non-appealable decision
has been rendered in the first case.

The Podgorica Basic Court told Vijesti
that “most proceedings have been put on
hold until the final conclusion of case No.
3757 /20 before this court.”

This means that this court is also
making use of the legal possibility to wait
for case law to be established in order
to obtain guidance on how to rule in
other proceedings involving this matter,
following the final conclusion of one case.

“If a large number of complaints have
been filed with a court with claims based
on the same or similar facts and involving
the same legal basis, the court may, upon
receipt of responses to the claims, conduct
proceedings on the basis of one complaint
and suspend other proceedings until a final
and non-appealable judgment has been

rendered in respect of the said complaint.
After a judgment becomes final and non-
appealable, the court shall apply the law
in the same manner to suspended cases,”
the Law on Civil Procedure says.

Attorney Maja Zivkovic told Vijesti that
the cases assigned to her are in their early
stages, confirming that case law on this
issue has not been established yet.

“There are three ongoing cases seeking
compensatory damages for mental anguish
resulting from a violation of personal
rights, or more precisely from a violation
of the right to privacy by publishing the
name and address of a person who was in
self-isolation, which took place in March
2020. I'm not aware of any case that has
been finalized so far,” Zivkovié said.

She specified that compensation claims
range between €2,000 and €3,000.

“We still don’t know what position the
court will take when it comes to amounts
to be reimbursed if it finds the claims to
be well-founded,” Zivkovi¢ explained.

Pjescié: I was treated worse than a
criminal

“The decision of the Government to
publish my name and address just before
the end of my self-isolation period was a
great burden to me. They made me feel
like a walking contagion and a criminal,
but also guilty because I came back to
Montenegro to stay with my parents.”

This is how Milica Pjes¢i¢, a mathematics
student at Belgrade University, recounts
to Vijesti her experience of 13 months ago,
when her details together with personal
data of another several thousand people
were posted to the Government’s website.

“This is to enable each citizen to know
who of their neighbours and fellow citizens
is putting them at risk due to their poor
discipline,” the Government’s wrote on
Twitter.

Pjesci¢ was among the first to decide to
bring action against the state for violating
the right to privacy, claiming that she
suffered mental anguish as well due to the
actions of the former government.

“I'told people to gather up the courage
and sue the state. Someone decided to
play with human rights in the middle of
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a pandemic. Even if it is out of ignorance,
there’s no excuse. A global problem was
turned into a show, with many omissions.
Our rights must not be infringed, even
during a pandemic,” she said.

The outbreak of the coronavirus
pandemic caught Ms Pjesc¢ic¢ in Belgrade.
As she was unemployed and given that a
lockdown was introduced, she decided to
return home to Niksic¢ for a while.

“For days, I inquired about the flight
that was supposed to get us home. I went
to the Montenegrin embassy several times
only to be told that no transport options
were available, even though people knew
there would be a flight and made bookings
a few days earlier. Two hours before the
take-off, I got a call from the embassy
saying that, all of a sudden, there was a
flight. I didn’t even pack up - I left all my
things in Belgrade and continued to pay
the rent for another six months, as I didn’t
have time to cancel it. I don’t understand
how it was possible that they had no
information. I only brought a sweatshirt
and my books. I didn’t want to stay alone
in Belgrade and spend my parents” money,
which is not easy to earn at all. I already
suffered harm when I was leaving for
Montenegro,” Pjescic¢ told Vijesti.

She added that at Podgorica airport no
one could make sense of the criteria that
were used to decide who should be sent
to quarantine and who should self-isolate.

“ A man in a protective suit greeted us,
asking if I had a fever or cough and if I
was feeling well.  wanted to go home, as I
didn’t have my clothes and other necessary
stuff with me. An inspector handed me
a decision on mandatory self-isolation.
I took it, but I didn’t know who signed
the document, because the signature was
illegible. I spent the next few days alone in
my room, without any contact. I followed
all the prescribed measures,” said Pjescic.

On day 13, just before the expiry of the
self-isolation period, her name, surname
and address were published on the
Government’s website.

“It really hurt me that someone was
pointing a finger at me. I felt like a criminal
and asked why the names of paedophiles,

rapists and murderers were not made
public. Why me, who came to stay with
my parents?,” Pjes¢ic recalls.

She felt, she says, guilty and unwelcome,
claiming that the Government influenced
her decision not to return to Montenegro
after her studies.

“They did an injustice to us. They gave
criminals a warmer welcome than they did
to us, students from Montenegro,” she said.

Pjescic said that she had spent 28 days
in self-isolation, as she was handed a new
decision on two-week self-isolation just
before the expiry of initial period.

“After 14 days, I wanted to get tested
for coronavirus, even to pay if necessary.
I called and begged, but they wouldn’t
let me. It was neither possible for me to
get tested, nor anyone could visit me and
examine me. I wanted to stop self-isolating
as soon as possible and begin treatment
of a condition that had worsened due to
anxiety and confinement. I didn’t want to
sign the second decision, only to be told in
the end that it would be regarded as having
been handed to me, “she said.

She claims that her religious rights were
also breached. In particular, on Easter day,
which was the 28" day of her self-isolation
period, she felt the need to be, if not in the
church, then at least with her family.

List of infected people
emailed unlawfully

Following the leak of a list of names of
62 people infected with coronavirus, it is
not known whether any of those citizens
decided to take legal action against the state
in addition to the criminal proceedings that
have been brought against one person.

Last month, the Basic Court acquitted
Rade Milovi¢, an employee of Podgorica
Health Centre, of unauthorized collection
and use of personal data. He is suspected
of sending information about coronavirus
patients to third parties via Viber in the
capacity of an official in charge of providing
such data to chosen GPs.

In the judgment seen by Vijesti, the
Podgorica Basic Court finds that it is not
possible to tell how the list of infected
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persons reached the public, while also
claiming that these data were previously
shared with numerous people.

“The e-mail does not indicate that it
contains personal data. Milovi¢, who works
in the IT department, was not obliged to
know that the email contained personal
data. Instead, he only carried out the order
of his superior, which he - as stated by
himself - would not have performed if he
had known that such action would lead
to criminal proceedings against him,” the
judgment says.

The court found that a list of persons
in self-isolation had previously been
published on the Government’s website, as
part of the “Let everyone know” campaign,
which is why even those responsible for
the processing of personal data would
have been confused as to whether the list
really represented personal data at the
time or not.

“ As stated in the letter from the Health
Insurance Fund, under Article 4 of the Law
on Data Collections in the Area of Health,
the Institute of Public Health as the data
collector had the possibility to send this
list directly through the Health Centre’s
system, instead of it being passed between,
as was clearly the case, an indefinite
number of persons, which is certainly not
alawful way of processing personal data,”
the judgment says.

Mladen Tomovié, Rade Milovié¢’s
defence counsel, told Vijesti that it had
been proven beyond doubt that special
categories of personal data were sent via
e-mail outside the health information
system, without any cybersecurity
mechanisms and contrary to regulations.

He believes that the Law on Data
Collections in the Area of Health, Law
on Personal Data Protection, Rulebook
on the method of marking and protecting
special categories of personal data, Law
on Information Security, Decree on
information security measures and
Rulebook on information security have
been breached. He said that the Institute
of Public Health and the Health Centre
had done that even before such data were
delivered to Milovi¢.

Tomovi¢ believes that the said data, in
case there was no current or permanent
technical possibility for data exchange
directly through the information system,
had to be marked as “a special category of
personal data” in all processing stages and
be submitted solely to persons authorized
to process such data, after which the data
would be manually entered into patients’
health records in specially designated
premises.

Tomovié¢ said that one of the most
dangerous types of injustice is selective
justice. None of the persons who ordered
the publication of personal data on the
Government’s website, or those responsible
in the Personal Data Protection Agency
who gave their authorisation, have been
prosecuted for unlawful data processing,
despite the fact that the Constitutional
Court found the decision unlawful and
ordered the lists to be removed from the
website.

“On the other hand, this is an event
that occurred due to a set of negligent
circumstances caused by alack of procedures
and protocols, whereby one person is
incriminated and prosecuted, which
indisputably represents discrimination
and selective interpretation of personal
data protection regulations,” he concluded.

Only Montenegro and South Korea

In its 2020 report, the European
Commission notes that the crisis caused by
the COVID-19 pandemic further exposed
the challenges relating to personal data
protection, adding that a list of all persons
subject to self-isolation was published upon
a decision of the National Coordination
Body (NKT - dissolved towards the end
of last year) and positive opinion of the
Agency for Personal Data Protection.
The report also states that the list was
subsequently used by private individuals
to create a mobile application allowing
users to locate those in self-isolation.

Such an example was unprecedented
in European countries, which, just like
Montenegro, are parties to the International
Covenant on Civil and Political Rights
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and the European Convention on Human
Rights.

In Belgium, Germany, Italy, Spain
and France, GSM data (on mobile phone
numbers) were used in order to know
whether people who had been ordered
into self-isolation or those infected stayed
at home.

The Belgian weekly Le Vif compared
Montenegro to South Korea, where the
Corona 100m app was developed to alert
people if they come within 100 metres of
the location of a person infected with the
virus.

“Koreans did not go that far as to
publish the name, surname and address
of infected people. A country much closer
to us dared to do so: Montenegro,” Le Vif
wrote in early April last year.

Ombudsman reacted at a later stage,
breaches of journalists’ code of ethics

Following the publication of the list of
persons in self-isolation, the Ombudsman
said that “there is no possibility for him
to react” and that “he cannot interfere
in the work of other independent and
autonomous bodies”, referring to the
Personal Data Protection Agency (AZLP).

Two months later, the Ombudsman
requested Ministry of Public Administration
to undertake a detailed inquiry into the
case of the crnagorakorona.com website,
so as to prevent unjustified interference
with the personal data of individuals. It
was then recommended that AZLP “in
all future analogous situations should act
proactively with its opinions and other
types of action in order to prevent abuses
of personal data, as well as to control the
creation and use of similar websites.”

By visiting the crnagorakorona.com
web portal, it was possible to locate all
people in Montenegro who were ordered
to self-isolate, based on the list published
by the Government.

Lists of persons in self-isolation were
also published by certain print and
electronic media. The news website of the
national broadcaster RTCG still contains
press releases from March last year stating

that the NKT published an updated list of
people in self-isolation, as well as links to
the Government’s website. The same is
true of the news websites of Pobjeda, CDM,
Analitika, Antena M, Radio Jadran, Radio
Skala, etc. Regulatory and self-regulatory
bodies failed to react to these violations of
the right to privacy.

Stigma costs €1007?

Attorney Milo$ Kojovi¢, defence counsel
of Zarko Boskovi¢, whose complaint was
the first to be considered by the Bijelo
Polje Basic Court, told Vijesti that it was
established in a proper and lawful manner
that the Government had violated the
fundamental human rights and freedoms
of his client by publishing his details on
its website.

“This includes both the right to privacy
and the right to respect for private and
family life. In this regard, the court
ordered the Government to pay him
€100 as fair compensation. We lodged an
appeal in respect of such a decision, as
we believe that €100 is not proportional
to the stigmatization and intrusion by the
general public which the plaintiff suffered.
His mental state was impaired, given that
this was the period when the epidemic
reached its peak, with citizens fearing
transmission,” said attorney Milos Kojovic.

The judgment, which was seen by
Vijesti, states that the Government
violated Boskovi¢’s right to private life by
publishing his name, surname, address and
date of the decision on self-isolation. They
did not accept the claim for damages that
is higher than the one awarded, because
Boskovi¢ said that he did not suffer any
inconveniences arising from the list. Judge
Almir Muratovi¢ claims in the judgment
that the fact that the National Coordination
Body for Infectious Diseases (NKT) decided
to publish the list with the consent of AZLP
did not affect the decision, nor did the
Government'’s claim that the goal was to
protect public health.
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EFFEGTS OF COVID-19 PANDEMIC
ON MONTENEGRIN
MARITIME SECTOR:

SEAFARERS STUCK

AT SEA AS

INDUSTRY SINKS
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It is estimated that
there are about

2 million active
seafarers globally.
The lockdown and
difficulties with crew
changes left as many
as about 200,000 of
them trapped on ships
around the world even
after the end of their
employment contracts



lobal maritime industry will decline
G by 4.1% in 2020 due to the disruption

caused by the COVID-19 pandemic,
as estimated by the United Nations
Conference on Trade and Development
(UNCTAD) in late November. From
Montenegro’s standpoint, the predictions
made by experts affiliated with this
permanent UN body based in Geneva are
more than optimistic, as the coronavirus
and measures taken by the Montenegrin
authorities since mid-March until today to
curb the epidemic have had far, far worse
effects.

The fact that literally not a single cruise
ship bringing in tourists has docked in
any of our ports since mid-March, that
the Montenegrin marinas were at best half
full this summer even at the height of the
nautical season, and that the state caused
numerous problems to our seafarers when
returning from ships with its often illogical
quarantine measures, all add to the gloomy
picture of the effects that the pandemic has
had on this branch of the economy.

From the point of view of approximately
7,000 active seafarers from Montenegro,
who are almost exclusively employed
by foreign shipping companies, the
pandemic-characterized 2020 was and
still is extremely tough and challenging.
In the spring, while the world was just

getting acquainted with the novel virus
and its effects, many countries imposed
virtually complete border closures to
foreign nationals and severe restrictions on
air traffic, making the problem of regular
crew changes and repatriation of seafarers
one of the burning issues for the entire
maritime industry.

It is estimated that there are about
2 million active seafarers globally. The
lockdown and difficulties with crew
changes left as many as about 200,000 of
them trapped on ships around the world
even after the end of their employment
contracts. Due to problems with travel
and air transport, crews remained stuck
at sea for months. In those early stages of
the pandemic, some seafarers remained
on board continuously for six or eight
months, with some breaking the “magical
limit” of 12 months of uninterrupted
navigation. Being stranded on a piece of
floating steel for months with more or less
the same twenty people, separated from
family and friends, takes its toll on seafarers
even in normal conditions. How this will
reflect on their physical and mental state
in the extraordinary circumstances of the
COVID-19 pandemic remains to be seen in
the coming period. An additional problem
is that even during short times when ships
are docked in ports, seafarers now generally
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cannot get off the vessel to visit a town and
escape from the gruelling everyday life at
least for'a moment.

The gravity of the situation is also
illustrated by the fact that the International
Maritime Organization (IMO) has made
special protocols with measures and
procedures for crew members to prevent
the spread of COVID-19 infection. It has
also has set up a Seafarer Crisis Action
Team to assist seafarers with repatriation,
boarding or crisis situations. In early
December, the 75" UN General Assembly
adopted a Resolution on international
cooperation to address challenges faced
by seafarers as a result of the COVID-19
pandemic to support global supply chains,
calling on UN member states to designate
seafarers as key workers and implement
relevant measures to enable seafarers
to disembark and embark, as well as to
provide them with unrestricted access to
medical care.

Earnings remain unchanged,
but Europe is not in focus

Many seafarers from Montenegro
have also been among those who have
suffered the consequences of the pandemic,
especially those who sailed as white-collar
staff on cruise ships. During the spring
and the first months of the summer, our
media were full of dramatic testimonies
of some of our citizens who, as crew
members of cruise ships which were laid
up in various ports around the world,
found themselves literally in a kind of a
months-long imprisonment because they
could not be repatriated. They were waiting
for months to return to the country, with
their employers devising various methods
to bring them back home in coordination
with Montenegrin diplomats. However,
even when they finally reached the
borders of their country, these seafarers
and their colleagues who were returning
home from merchant ships, where the
sanitary risk is many times lower than on
cruise ships, were, often unreasonably,
kept in quarantine in Montenegro for
another fifteen days. The public still

remembers the protests - nearly rebellions
- which occasionally broke out among
repatriated seafarers due to poor conditions
in quarantine hotels, especially in the one
in Vudje resort and partly the one in Igalo.
All that, however, was being gradually
overcome and worked out, to the extent
that departures and returns from ships are
a bit less problematic today.

“Embarkation and disembarkation
are still difficult compared to pre-Covid
circumstances. In comparison with the
tirst months of the pandemic, the situation
is now somewhat easier because there are
more PCR testing labs, many countries have
introduced a simplified border crossing
procedure, recognizing the importance
of seafarers as a labour force of special
importance to the global economy. Yet,
various restrictions imposed by airlines,
insurance requirements and the like still
remain. The average cost of embarking or
disembarking an individual seafarer is now
100% higher than in pre-Covid times, so
shipowners often decide to change large
numbers of crew members at the same
time, as they reduce costs by sending more
people off or on board at the same time.
That’s why seafarers are sometimes left
waiting for disembarkation for several
months after the end of their contracts,” sea
captain Janko Milutin of the Shipmasters
Association of Montenegro and the Kotor-
based “Seamonte” ship manning agency
told Vijesti.

He points out that, fortunately, the
corona crisis has not significantly affected
the incomes of seafarers so far, which
have remained more or less unchanged.
However, as the global trade is currently
more oriented to the Pacific region than
to routes towards Europe, shipowners
are looking for crew members from that
region more often because it is easier and
cheaper for them to rotate crews on ships
operating in that part of the world, rather
than sending seafarers from Europe there.

“Conversely, shipowners whose ships
operate in this part of the world prefer to
have crews from Europe, so we also get
inquiries to send complete crews from
Montenegro. This, however, is not so easy
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for us, because we practically don’t have,
for example, helmsmen, oilers and other
similar lower ranks,” Milutin explains. On
the other hand, in the beginning it was even
more difficult for our seafarers who were
caught by the pandemic at home, because
they were left without the possibility to
board a ship and earn their livelihoods for
an indefinite period of time.

A study by the American Cornell
University has shown that during the first
months of the pandemic between March
and June, when the tightest restrictions
and prevention measures were in force, an
unprecedented global decline in volume of
maritime traffic was recorded in virtually
all segments of the world maritime
industry. The decline ranged from 5.62%
to 13.77% for container ships, to 3.32% for
bulk carriers, 9.27% for tankers, and from
19.57% to as much as 42.77% for passenger
ships. A survey of representatives of
200 of the world’s leading shipping
companies, conducted in mid-October by
the international law firm DWF, has shown
that as many as 63% of respondents have
suffered negative economic consequences
due to the pandemic and various lockdown
measures around the world, while as many
as 60.5% of respondents have said that they
had to cut their workforce because of that.

The European Maritime Safety Agency
(EMSA) announced that in the first ten
months of 2020, the number of ships
entering EU ports had decreased by 14%
compared to last year as a result of the
COVID-19 pandemic, with Spain, Slovenia,
Croatia and Iceland being the hardest
hit, while the industry sector that saw
the largest decline was passenger ships
- cruise ships, ferries and ro-ro ships on
regular lines.

Montenegrin seafarers, like their
colleagues around the world, have faced
additional financial challenges as more
foreign companies that hire them were
forced to take a number of austerity
measures and cut operating costs due to
the economic effects of the coronavirus
crisis and the reduced volume of traffic in
global trade, 80% of which takes place by
sea. Therefore, many companies put some

of their ships out of service, and some of
them simply started laying off workers
because they were literally fighting for their
very survival, as is, for example, the case
with Bourbon Offshore, which employs a
considerable number of our seafarers on
their tugs, suppliers and similar oil industry
support vessels.

Cruise industry

The world’s cruise industry is certainly
the hardest hit by Covid, with over 90% of
its capacities literally being suspended for
months, as there are practically no cruises
anywhere in the world at the moment due
to the pandemic. In recent months, these
companies have sent a number of their
slightly older cruise ships to breaking
yards in order to reduce costs. As a
result, at least in the foreseeable future,
a large number of jobs for seafarers and
white-collar staff of various profiles who
sailed on those ships have been cut. When
it comes to the Montenegrin maritime
economy, the pandemic has had the most
devastating impact on cruising as one of
its fastest growing segments. The fact that
until March 16, when the ban on cruise
ships was introduced in Montenegro, the
busiest Montenegrin cruise port of Kotor
recorded the arrival of only 9 smaller ships
in the first quarter, out of as many as 560
planned arrivals of cruise ships this year,
best illustrates the scale of the disaster
which has affected not only the Port of
Kotor company, but also all other links in
the chain of cruise service providers.

Instead of the projected total revenue
of €4.6 million in 2020, the Port of Kotor
suffered a loss of €1.4 million at the end
of the third quarter, with the deficit being
expected to grow further by the end of
the year. Kotor’s losses in cruising could
not be offset by the results achieved in
yachting, as by early September only about
120 yachts had sailed into the port under
the walls of the Old Town, out of the total
expected 1,600 yacht arrivals in 2020. The
money that the Port of Kotor lost due to
the absence of cruise ships, is added to the
huge sums that were lost by everyone else
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involved in the cruise industry chain in
Montenegro = starting with the state that
collects so-called light dues (charges levied
on ships for the use of sea routes) and other
taxes, through maritime agents, pilotage
and towing service providers, suppliers,
excursion organizers, bus companies that
take cruise ship passengers sightseeing,
travel agencies... The extent of work
involved is best illustrated when figures
are compared with 2019, when 490 cruise
ships came to Montenegro, bringing along
almost 650,000 passengers.

“A rough estimate is that due to the
absence of about 500 this year’s cruise
ships, at least €25 million in direct revenues
has been lost and at least as much in the
revenues that would have been generated
by a chain of other providers and caterers
serving those ships and their passengers.
The importance of the cruising industry
for our economy is also indirectly shown
by literally hundreds of calls that we get
every day from caterers, traders, carriers
and travel agents, who all want an answer
to a single question - when will cruise
ships start coming again? Personally, I
think that it could still happen in the next
few months”, Mihailo Vukié, the owner
and director of the Bar-based Allegra
Montenegro maritime agency, told Vijesti.

Losses in our ports in this year’s cruising
are measured in tens of millions of euros, so
itis not surprising that all those involved in
this business are trying to bring and station
cruise ships in one of our ports in the period
when they are in lay-up. Depending on
whether a ship is in the so-called warm or
cold lay-up status, (lay-up for a shorter or
extended period of time) i.e. depending on
the number of crew members retained on
board, operating costs for the owner of only
one large cruise ship range between 1 and
3 million dollars per month. The biggest
expenses in such cases are wages for crew
members, but the rest of allocations that
end up in the pockets of port operators, the
economy and, indirectly, in the budgets
of the countries where the ship is located,
are not negligible either. Currently, about
95% of the world’s cruise fleet is in lay-
up. European ports host over a hundred

ships, with more than half of them staying
in various ports in the Mediterranean.
Montenegro also tried to get its fair share of
the cake, so the first cruise ship to undergo
a three-month lay-up in Montenegro -
Norwegian Spirit of Norwegian Cruise
Line - arrived in the Port of Bar in late
November. However, achieving something
greater in this regard was prevented by a
barrier perhaps stronger than Covid - the
traditional rigidity and inflexibility of the
Montenegrin state administration and
incompatibility of the relevant legislation.

Yachting fared the best

Another segment of the Montenegrin
maritime economy that was virtually
battered by the pandemic this year are
tourist and excursion boats, several dozen
of which take tourists on short tours along
the Montenegrin coast during the summer.
This year, most of those vessels did not go
out to sea at all, and their owners were left
with empty pockets because hardly any
tourists visited Montenegro last summer.
The only exception was the excursion boat
Katica from Tivat, which made only twenty
trips around Boka with groups of foreign
tourists, primarily from Ukraine. In doing
so, due to measures limit the spread of
coronavirus, this boat with a capacity of
370 passengers accommodated significantly
fewer people - up to a maximum of 90,
which was ultimately reflected in reduced
revenues for the owner.

Despite a dramatic decrease in traffic
compared to last year, the impression
is that the yachting industry suffered
proportionately the smallest losses as a
result of coronavirus.

“We had fewer yachts this year
compared to last year, but the situation
in that segment of our services was not as
bad as we had expected it to be. Still, the
results we achieved in yachting this year
were above our expectations because more
of those boats came than we had hoped
for,” Vukié points out.

In the spring months during the complete
lockdown, the leading Montenegrin
marinas such as Porto Montenegro, Porto
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Novi and the Bar marina implemented
a series of innovative and proactive
measures and programmes to train their
staff and design protocols for the arrival
and servicing of yachts at the time of
the increased health and sanitary risk.
Although this year’s results of our nautical
tourism cannot come close to last year’s,
when there were 4,775 yacht arrivals
with 28,562 passengers, the situation in
our marinas this summer at the height
of the nautical season was still a little
less depressing than in the Port of Kotor,
where there were no cruise ships in sight.
For instance, out of a total of 85 births
in the Lustica Bay marina, 70% of them
were occupied in August, whereas berth
occupancy in August in the largest marina
in Montenegro - Tivat’s Porto Montenegro,
with a capacity of 450 yachts, was 72%.
However, these data should also be taken
with caution, because long-term moorings
are counted as occupied, regardless of
whether there is a moored yacht at a
given moment or not. There is, however,
a fundamental difference, because when
a boat is actually in the marina, the
accompanying economic effects of its stay
consequently grow through the costs it
generates there through supply, payment
of various services and consumption by
its crew. Yet, all of this is missing when
a yacht is not moored at the leased berth,
which is formally counted as “occupied”
by the marina management.

“Our annual birth occupancy in 2020 is
70%, which is an even better result than the
one from last year, when we had 68%. Such
score was achieved due to the extension of
contracts for a majority of ships moored
in Porto Montenegro as their home port,
which also led to an increase in the average
docking time of yachts in our marina from
51 to 105 days”, Danilo Kalezi¢, Porto
Montenegro’s senior PR and marketing
manager, told “Vijesti”. He points out
that large boats came more often to that
marina this year, so the average length of
yachts that sailed into Porto Montenegro
this year was 22 metres, up from last year’s
21 metres.
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THE PANDEMIC GCHANGED
MONTENEGRO'S
ECONOMY MAP:

LABS MADE GAINS

AS HOTEL INDUSTRY
WAS PLAGED ON
VENTILATUR SUPPORT

aaaaaaa tical and I'T
d strie h
significa
gains, \x/hile hotels
are spending their
accumulated profits to
survive. As many as 86
new companies have
been founded in the IT
ector, and laboratories
have profited from PCR
and other tests
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sectors are the biggest business

winners on Montenegro’s disrupted
economic map in the midst of the
coronavirus crisis. Most other industries,
such as retail, hotels, construction,
transport, real estate, oil and petroleum
products, telecommunications, have
suffered significant losses.

This is the main finding of Vijesti’s
analysis of last year’s financial reports of
companies in Montenegro.

Such a picture is not surprising, given
that the global economic crisis, which has
been described as the most severe since the
1929 Great Depression, is the sum of the
consequences of the coronavirus pandemic.

The pharmaceutical, IT and healthcare

Revenues in pharmacy
rose by €61.32 million

The pharmaceutical industry in
Montenegro is mainly composed of trade
in medicines and medicinal preparations
and just one Hemofarm’s drug production
plant. Most entities in this industry
reported strong revenue and profit growth
last year.

An analysis performed by BI Consulting,
a provider of business and credit
information within the project entitled
“Montenegro’s 100 biggest companies”,
has shown that in 2020, total sales revenue

in the pharmaceutical industry increased
from €320.19 million to €381.51 million
(19.10%). Profits were up from €12.72
to €16.39 million (28.85%), whereas the
number of employees rose from 1,786 to
1,960 (9.74%).

Data from the Statistical Office (Monstat)
show that last year saw imports of
€116,377 million worth of medical and
pharmaceutical products, which is an
increase of 8.3% compared with the
previous year, when that value was 107,409
million.

The industry’s leading company,
Glosarij, which specializes in the wholesale
supply of pharmaceutical products,
reported revenue of €84.32 million last year,
an increase of 12 percent on the previous
year, when it yielded €74.71 million. The
Glosarij’s reported profits were €3.73
million, up 6% compared to 2019, when
the company made €3.49 million.

Glosarij told “Vijesti” that their business
had not been affected by the COVID-19
pandemic in 2020.

“We all know that this is a wiral
infection for which an effective cure is
yet to be found. Also, we did not trade in
COVID-19 vaccines, because this is not
done through pharmaceutical wholesalers,
but states instead perform procurement
and distribution directly. As far as sales
of vitamins and dietary supplements are
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concerned, werecorded a slight increase in
sales, while overall growth was achieved
as a result of an increased range of services
and equipment,” Glosarij said.

The COVID-19 outbreak led to an increase
in the consumption of zinc, magnesium and
vitamin C and D supplements, but Vijesti
could not obtain exact data on this. The
Institute for Medicines and Medical Devices
explained that they were not in charge of
procuring medicines and medical devices.
The state-owned Montefarm company, a
pharmaceutical wholesaler with a network
of 55 pharmacies, confirmed that there was
a high demand for “a significant number of
supplements that have a beneficial effect on
the immune system,” without presenting
specific amounts.

“One of the most sought-after
supplements was certainly vitamin C,
but also products containing zinc and
selenium, which all saw a multiple increase
in demand. Vitamin D in doses of 1000-
10.000 units was especially popular, after
it was recommended by medical experts
as having a role in the prevention and
treatment of COVID-19, but also as a post-
Covid supplement for faster and easier
recovery of patients. The turnover of this
vitamin increased several times in the last
year,” Montefarm said.

Montefarm pharmacies, as the company
says, also recorded increased demand for
herbal preparations, which “have a positive
effect on immunity and boost its defensive
power”.

Montefarm’s annual revenue jumped
10%, up from €73.58 million in 2019 to
€81.34 million last year, while the profit
for the same period fell by 31, down from
€376.405 to €261,325.

The data from the analysed financial
reports show that the revenue of private
pharmacies also went up. According to
one the chains, this was expected, because
the pandemic, intensified by fear, caused
the demand for medicines and medicinal
preparations to increase substantially,
especially in the first months.

“We had an onslaught at the beginning,
but the situation normalized later,” the
company management told Vijesti.

More than 120 new companies
in the IT sector

The pandemic has also led to computers
and laptops becoming priority devices in
households, as many were and still are
working from home due to the state of
emergency, while children are attending
classes online.

This has also caused the IT industry to
generate significant revenue.

The analysis by BI Consulting also shows
that the number of companies in this sector
climbed from 495 to 621 (up 25.45%), sales
revenue from €112.22 million to €126.048
million (up 12.32%) and profits from €9.72
million to €14.5 million (up 49.29%). The
number of employees at the annual level
increased from 1,512 to 2,074 (37,175%).

Comtrade Distribution, an IT company
that generated the highest revenue in 2019,
specializing in the wholesale distribution
of computers, computer equipment and
software, increased its profits from €373.403
in 2019 to €398,925 last year, which is a
growth of about six percent, although its
yearly revenue fell from €19.8 to €18.54
million.

Cikom, a company carrying out the same
activity, increased its annual profits by as
much as 60%, up from €561,678 in 2019
to €903,221 last year. Revenue was up 11
percent, from €7.88 million to €8.80 million.

Amplitudo, a company commissioned
by the Ministry of Education to develop
a web portal and a YouTube channel for
the purposes of online teaching last year,
reported total revenue of one million euros
and a net profit of €197,000. A year earlier,
their revenue was 925,260, while profits
were €61.960.

“The main factor for the strong growth
of the IT sector globally is the impact of the
pandemic on everyday life and the way we
use technology,” says Predrag Lesié, the
CEO of DoMen company, which manages
the ME domain.

According to him, various services, such
as messaging apps and video conferencing
platforms, have enabled administrative
and other jobs to be relocated without any
problems.
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“On the other hand, everything that
needed to be digitalized in the course
of next five years was digitalized in five
months,” LeSi¢ said.

Between March 2020 and March 2021,
he says, when compared with the period
between March 2019 and March 2020,
12.5% more websites were created, while
the registration of domains intended for
e-commerce websites increased by 23.65%.
There has also been a slight increase in
domains intended for blogging.

Lesi¢ also points to the increase in
domains that are registered and developed
as websites and featuring words such
as ‘webinar’ (19.23 percent), ‘freelance’
(9.15 percent), ‘e-learning’ (6.61 percent),
‘fitness” (5.52 percent), ‘social distancing’
(2.83 percent) and “delivery’ (1.86 percent).

Coronavirus tests
as a way to make big gains

Significant revenue was also generated
by private clinics and laboratories offering
complete examinations for those suspecting
that they are infected.

Labs performing rapid antigen tests,
which cost around €25, earned particularly
well, while several private clinics offered
PCR tests at €80.

Frequent advertising campaigns
on billboards, television channels and
newspapers, where PCR tests are now
being offered at around €50, prove that this
activity has resulted in a competitive race.

There is an especially high demand for
serological tests, which are blood tests to
check if a patient had an infection before.
Their price ranged between 15 and 30 euros.

The Ministry of Health did not answer
Vijest’s question as to how many new
laboratories have been opened for the
purpose of such analyses. They referred us
to their website, which gives 12 addresses
where a PCR test can be done.

“Of these institutions, the Institute of
Public Health and the Kotor Health Centre
belong to the public health system and
they do not charge PCR testing services,”
the Ministry said.

One of the first newly established private

laboratories and polyclinics (in August
2020, in the middle of the pandemic) is
Moj Lab, which is run by thoracic surgery
specialist Milan Mijovié. In five months,
it generated revenue of €1.5 million and a
net profit of €322,000.

The Institute of Public Health did not
answer Vijesti’s question as to how many
tests have so far been conducted in public
health institutions and how many have
been performed in private ones.

According to BI Consulting’s data, 86
new companies were established in the
medical services sector last year, so now
there are a total of 539 such companies.
The number of employees in this sector
has increased from 1,895 to 2,090 (10.29%),
sales revenue from €39.47 to €48.65 million
(23.25%) and profit from €3.47 million to
€3.52 million (1.26%).

In May last year, Montenegro saw the
opening of F.T.S. - a company specializing
in the production of face masks. According
to the Central Registry of Business Entities,
its registered activity is “non-specialized
wholesale trade” and its founder is Italian
national Francesco Meleo. This company
reported revenue of €693.380 and a net
profit of €262,577 last year.

The information about this business was
first made public last year by former MP
and now acting director of the Revenue
and Customs Administration Aleksandar
Damjanovié, who said that the company
had not been entered in the Register of
Medicines and Medical Devices.

Subsequently, the Capital City
announced that they had made the first
contact with the investor specializing in
the production of masks at the Podgorica
Investment event.

“The company “F.T.S.” bought two
machines for the production of face masks
for a total amount of 291,000.00 euros.
“F.T.S.” is an export-oriented company, as
all their main customers are from Europe
and other parts of the world. It currently
employs 12 workers,” the Capital City said
in July last year, among other things.

Retail chains see a decline in turnover

The retail sector, which is traditionally
the biggest industry in Montenegro.in
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terms of the number of companies and
employees, has seen a decrease in revenue
and profits. According to BI. Consulting,
this area of business generates €3.4 billion,
which is about 40 percent of the revenue
of all companies.

The Chamber of Commerce (PKCG)
told Vijesti that the decline in demand in
tourism had a negative impact on retail
turnover. As a result, in 2020 it fell by 16.8
percent compared to the previous year.

The highest revenue among supermarket
retailers was generated by Voli, which
recorded an annual decrease of about
10 percent, from €242.39 million in 2019
to €218.70 million in the last year. The
company’s profits in this period were
slashed by half from €4.87 million to €2.46
million.

“The drop in turnover is the lowest in
the industry thanks to great commitment
of our employees across all structures of
the company. Taking into account our
results in the previous seven years and
comparing this year’s parameters with that
period, it can be concluded that 2020 was
extremely difficult. It is clear that 2019 was
a record year for many business entities
in Montenegro, including our company,
so it is not a reference value with which
this year should be compared,” Voli said.

According to them, falling revenues
have also led to a drop in direct costs,
because they abandoned everything that
was unproductive. Voli explains that they
used the launch of five new retail stores in
2020 and €15 million in investments as a
mechanism to mitigate the consequences
of the pandemic. They also emphasized
that they had the support from co-owners
- the European Bank for Reconstruction
and Development.

Financial statements have also revealed
that Mercator ended the last financial year
with a deficit of €7.37 million compared
to 2019, when profits were €1.042 million.
Franca’s saw its profits halved - from €1.55
million in 2019 to €772,630 at the end of
last year.

The oil and petroleum products
sector, which features several renowned
international companies, is also making

poor results. Jugopetrol, which is majority
owned by Greece, saw a 47 percent drop
in revenue, from €159.34 million to €84.79
million, with profits also being down from
€4.32 million to €2.57 million.

Hospitality revenues slashed by half

According to the BI Consulting data, the
hotel and catering sector saw the biggest
drop inrevenues last year, by an average of
55 percent. Hotels had it worse. A big loss
was suffered by the largest hotel company
in Montenegro, Budvanska rivijera, which
owns five hotels, whose revenue fell from
€21.95 million in 2019 to €2.96 million last
year (down 87 percent). This state-owned
company also reduced the number of
employees from 599 to 412 (32 percent)
over the same period.

“For the first time since 2003, we
recorded a business loss and found
ourselves in a situation that presented
an insurmountable challenge. Thus, the
balance sheet at the end of the last tourist
year resulted in a loss of nine million
euros,” Budvanska rivijera said, adding that
they had recorded a €1 million profit a year
earlier. According to them, liquidity was
preserved thanks to the accumulated profits
in previous years, along with additional
austerity measures, reduced overheads
and a reduction in salaries. The investment
momentum of almost 40 million euros from
previous years has been disrrupted.

Less food and drink

The food and beverage industry has
also suffered significant losses. One of
the reasons is that this sector is closely
linked to the catering and hotel sectors,
which generally did not operate during the
coronavirus crisis, which is why they did
not require big orders. One of the leading
companies on this market, Coca-Cola HBC
Montenegro, saw a drop in revenue from
€29.31 to €19.97 million (32 percent), with
profits of 1.17 million in 2019 melting into
aminus of €126.17 thousand last year. The
company told Vijesti that 2020 had been
particularly challenging for the operation
of companies linked to the tourism and
hospitality sector.
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This has affected their business as well.
Yet, they continue to be a reliable partner
to employees, customers, partners and
the market.

“We have taken on the burden of the
crisis. In particular, we have not reduced
the number of employees and their salaries,
we have settled all liabilities to customers
and continued to invest in the market. We
collaborate directly and indirectly with two
and a half to three thousand customers
and by deciding to meet all obligations to
them, we have supported the survival of a
large number of these businesses. We felt it
was responsible to continue to support the
community, even though our business was
severely shaken by the pandemic. Together
with the Coca-Cola Foundation, we have
donated 50 thousand US dollars to the Red
Cross and 15 thousand litres of drinks for
health workers and those working in Covid
institutions,” the company said.

Another big loser from this branch is
Niksi¢-based Trebjesa, which ended the
last financial year with a loss of about €1.37
million, unlike in 2019, when it made a
profit of 3.94 million.

Direct assistance
only to the most vulnerable

Aleksandar Damjanovié, a former
MP and acting director of the Revenue
and Customs Administration, told Vijesti
that he had said several times in the
Parliament last year that the consequences
of the pandemic were not the same for all
economic activities, which is now confirmed
by companies’ financial statements for the
last year.

“I pointed to certain sectors, such as
pharmacy, IT industry, energy... which
profited in some way, while others, such
as transport and tourism, were brought to
their knees. That is why I asked the former
government to selectively target the most
vulnerable companies and support the
economy. Unfortunately, that failed to
happen,” Damjanovi¢ said.

He expects that a comprehensive
analysis of the winners and losers of the
pandemic will help define a long-term

support package, exclusively for those who
need it the most.

“This may include special tax measures
for vulnerable economic activities,”
Damjanovi¢ pointed out.
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Marija MIRJACIC

COVID-19 HAS

INJEGTED UNCERTAINTY
INTO THE FINANCIAL SYSTEM
AS WELL:

BANKS SURVIVE

AS CITIZENS ARE FINDING
IT INCREASINGLY
DIFFIGULT TO COPE

The amount of loans on
which businesses and
citizens are late with
repayment is growing.
Interest rates remain high,
bank profits have been cut
in half, while citizens are
making fewer and fewer
term deposits.

The crisis has strengthened
electronic banking.
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itizens and businesses are finding it
‘ increasingly difficult to repay loans,

and high interest rates are hardly
going down at all. Due to the crisis caused
by the coronavirus, there are significantly
fewer term savings, and mobile phones are
increasingly replacing counters.

These are the key findings from an
analysis of the impact of the pandemic
on the economic and banking system
recently published by the Central Bank of
Montenegro (CBCG), which claims that its
own measures and policies have largely
preserved stability.

The total bank capital at the end of
March 2021 was €600.4 million, which is
a drop of 0.9 percent at the annual level.

Deposits at the end of March this year
were €3.45 billion, having increased by
€94 million in a year. Citizens had €1.77

billion on their accounts, or 51.28 percent,
while businesses had €1.68 billion or 48.72
percent. In the comparable period last year,
citizens” deposits were €1.70 billion, and
those of businesses were €1.66 billion.

According to the CBCG, at the end of
March, total loans approved were €3.26
billion, €1.4 billion of which was provided
to citizens and €1.85 billion to businesses.
That is an increase of €104.6 million
compared to the same period last year.

From March to the end of 2020, banks
approved €789 million in new loans,
more than 72% of which was granted to
the business. In the first three months of
this year, €238.08 million in loans were
approved, up 22.95% on the comparable
period of the previous year.

At the end of March, according to the
CBCG data, loan arrears ‘amounted.to

35




€177.9 million, which is an increase of €17.3
million or 10.76% compared to the same
month last year. The share of these in total
approved loans is 5.45 percent.

At the end of March this year, citizens
were late in paying theirloan instalments
for a total amount of €63.5 million, while
legal entities had overdue debts of €114.5
million.

“The data indicate that the banks have so
far withstood the economic consequences
of the pandemic and that their stability as
the most important part of the financial
system has been preserved,” CBCG told
Vijesti.

However, economic analyst Predrag
Drecun explains for Vijesti that it is logical
for loans to grow, because in times of crisis,
citizens and businesses use loans to protect
themselves from illiquidity. However, he
emphasizes that this growth alone is not a
sufficient premise to draw any conclusions
on the health of the economy.

“We need to see what’s behind the
growth of loans- whether the level of
security is of high quality, whether loans
to residents or non-residents are growing,
whether this a consequence of a rise in
earnings or whether the base of borrowers
has expanded. It is logical that increased
borrowing is accompanied by employment
growth. However, our credit growth is
accompanied by unemployment growth.
This means that we need to see who is
borrowing, because it’s logical that a
jobless citizen can’t easily take out a loan,”
Drecun notes.

He pointed out that if you look at CBCG
data, you can see that increased borrowing
is predominantly caused by an increase in
loans granted to the Government.

“The rise in loans in 2019/2020 amounts
to €97.4 million, €45.5 million of which
refers to the growth of loans given to the
central government. It can be observed
that loans are growing from year to year,
but amounts are getting smaller. It is
remarkable that there is a considerable
rise in loans in the four months of 2021
compared to December 2020, taking into
account the trend of the last four years.
There has been an increase in loans

totalling €136 million, but this growth was
predominantly caused by the growth of
loans granted to non-resident legal entities
for a total amount of €112 million. Thus,
the CBCG'’s argument about credit growth
is very questionable in respect of benefits
for Montenegro’s economy. Residents
were granted only 24 million euros more
compared to the balance of loans at the end
of December last year. The rise in loans to
households is rather symbolic and amounts
to barely €1.4 million,” Drecun explains.

He says that deposits reflect a dangerous
trend for the stability of the system. In his
opinion, the decline in the share of term
deposits in total deposits is dramatic.

According to CBCG data, Drecun says,
term deposits (whose terms and interest
are known) accounted for 70.99 percent
of total deposits in 2013, 39.46 percent
in January last year, and 36.04 percent in
April this year.

Demand deposits (with no fixed term)
were at 28.79 percent in January 2013,
60.54 percent in January last year, and
63.96 percent at the end of April this year.

“The liquidity of banks is potentially
at risk. Bank funds range mostly around
90 percent of the total amount of demand
deposits. This means that term deposits
are completely uncovered by liquid assets.
Today, deposits are lower by about 40
million compared to the end of 2019. The
CBCG is again consciously sugar-coating
the reality by comparing growth with the
worst months and years, and not with
the best,” Drecun said, adding that low
interest rates on savings is another cause
of the change in the maturity of deposits.

The weighted average effective interest
rate on savings, according to CBCG data,
was 0.41 percent at the end of March this
year, which is the same level as in March
last year.

_ The CBCG, led by Governor Radoje
Zugié, says that the minimal decline in
total bank capital is largely due to the
accounting treatment of the merger of two
banks (Podgoricka and CKB banks) in 2020.
In addition, it did not affect the aggregate
solvency ratio, which is significantly above
the statutory minimum of 10 percent.
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The bank’s liquidity is its ability to
meet its overdue liabilities at any time.
Insolvency occurs when the value of a
company’s liabilities exceeds the value of
its assets, i.e. when losses exceed its share
capital.

“That ratio was 19.30 percent at the
end of March this year. Its growth is 1.9
percentage points on an annual basis,” the
CBCG explained.

The analysis has found that clients are
experiencing falling revenues, reduced
liquidity and more difficult settlement
of liabilities, which further leads to more
stringent bank conditions when granting
loans, while the growing uncertainty
when it comes to future settlement of
loan commitments has been pointed out
as a risk.

Erste Bank and NLB Bank told Vijesti
that they expected a further growth of loans
with late repayment of instalments, while
Crnogorska komercijalna banka (CKB) did
not answer this question.

“We expect a slight, but continued
growth of non-performing loans, which
rose from 3.2 percent to almost 4.5 percent
last year, which is still substantially below
the market average,” Erste Bank said. NLB
pointed out that the significant decline
in economic activity inevitably leads to
an increase in the percentage of non-
performing loans.

“Last year’s absence of tourists was
felt mostly in the area of net commission
income and through higher risk costs, due
to the timely recognition of expected credit
losses. The share of non-performing loands
in the bank’s total loans at the end of March
was 7.2 percent,” NLB said.

According to CBCG procedures, banks
are required to set aside a reserve for each
approved loan, which is used as security
in case a borrower fails to repay their loan.

The total reserve requirements allocated
by banks with CBCG were €182.2 million
at the end of March 2021, an increase of
€1.2 million or 0.7 percent on a monthly
basis. Compared to March 2020, reserve
requirements decreased by €74.2 million.

Drecun explains that reserve
requirements have been reduced to about

70 percent of the 2019 level.

“CBCG announced that it has
consciously reduced reserve requirements
in order to help businesses with about €70
million. But, then we can’t talk about real
borrowing growth, because that means
that a substantial part of this growth was
financed by reserve requirements,” Drecun
explained.

Lower, but still
unfavourable interest rates

Data from the Central Bank of
Montenegro show that loans with a delay
in repayment of more than 90 days have
slightly decreased from 2.66 to 2.44 percent,
which indicates that temporary measures
introduced by this institution in respect of
harmonization of repayment plans with
expected cash flows of loan beneficiaries
were appropriate.

“When it comes to future projections of
trends in non-performing loans, regardless
of their limited growth compared to the
pre-crisis period, it can be expected that
the withdrawal of temporary measures
will lead to a rise in these loans, primarily
for beneficiaries whose business has
become unsustainable as a result of the
crisis. Future trends in non-performing
loans will depend on a number of factors,
including the duration of the pandemic.
The overall macroeconomic environment
in the country is contingent on that. This
primarily includes the effects of this year’s
tourist season, which will have the greatest
impact on macroeconomic indicators and
trends in the coming period,” CBCG told
Vijesti.

The Central Bank statistics show that
last year there was a further decline in the
weighted average effective interest rate on
approved loans, which was 5.81 percent
at the end of March this year, while it was
5.93 percent the year before. At the same
time, the interest rate on loans granted to
citizens at the end of March this year was
7.31 percent, and to businesses 4.35 percent.

Drecun points out that interest rates
are unreasonably high and that they.are
a consequence of the ailing Montenegrin
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economy and the country’s high trade
deficit.

“By taking certain measures in respect
of the capital, the Central Bank could cause
a reduction in interest rates, as it is well
known that they are hefty partly due to
the strict regulations it imposes on banks,”
Drecun explained.

It is logical, he says, that if businesses
find it difficult to repay loans due to
poor results, this can also affect the loan
repayment capacity of citizens who work
in those companies.

One of the measures taken by CBCG
to protect the banking system during
the coronavirus crisis is a temporary ban
on the payment of dividends to bank
shareholders, except in the form of shares.
This was done in order to increase bank
capitalization levels. Banks reported
profits of €22.7 million last year, which is
significantly less compared to 2019, when
they recorded a surplus of €48.6 million.

According to CBCG, the temporary
ban on the payment of dividends to bank
shareholders has led to an increase in the
annual solvency ratio of banks from 17.40
to 19.30 percent.

Erste Bank said that the most noticeable
effect of the crisis on banks’ operations
was a decline in certain revenues, as well
as a decline in profits of almost 60 percent
in 2020.

“The major contributing factor was the
growth of costs of loan loss provisions,
which will remain high in this year as
well. We have strengthened our financial
position to meet the potentially more
challenging situation, so the solvency
ratio was 24.4 percent at the end of March,
significantly more than the statutory 10
percent. In these circumstances, the bank’s
focus is not on looking for opportunities
to achieve additional business results, but
on supporting clients affected by the crisis,
while preserving the stability and health
of the bank,” Erste Bank said.

Mobile banking

Erste Bank said that ever since the
beginning of the pandemic they had

been actively working to reduce the
negative effects of the crisis on customers,
implemented several moratoriums,
suspended certain fees and charges and
provided favourable loans in cooperation
with international financial institutions.

“We continued to see a strong growth
in the number of e-banking users, which
was up 21.5 percent on the previous year,
as well as a rise in the number of mobile
banking users of almost 33 percent. The
number of accounts was as much as 86
percent higher, while there were about
nine percent more active cards,” Erste
Bank added.

CKB Bank said that a decline in overall
economic activity in the market had
resulted in a drop in revenues, adding that
the pandemic had caused new potential
credit risks that were directly linked to
those businesses that were most affected
by the crisis.

“That is why we have set aside
significant loan loss provisions”, a CKB
representative pointed out.

The bank said that they had implemented
all officially adopted mechanisms to help
businesses and citizens (moratorium and
restructuring). They also ran a “client
protection programme”.

This programme, as they explained,
means that they could analyse each case
individually and offer a solution that
best suits the client’s capabilities. Thanks
to that programme, among other things,
the bank avoided a significant increase in
non-performing loans. CKB also recorded
a growth of 25 percent in digitally active
clients compared to the previous period.

NLB: We will see
after the tourist season

NLB Bank said that they were satisfied
with their results compared to those during
the crisis. However, when it comes to
regular targets, they were significantly
below the planned ones.

“We expect to see the real effects of
the crisis on our clients and our operation
after the moratorium and rescheduling
agreements end for most companies, and
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when we see the effects of the upcoming
tourist season,” the bank said.

According to data from NLB, in 2020
they provided support citizens and
businesses for a total amount of €165
million in the form of a moratorium on loan
repayment, while the value of restructured
loans to businesses (by means of defining
more favourable repayment terms) was
almost €20 million.

The bank says that they did not slow
down the process of loan approval, as this
segment saw a growth of 2.7 percent at the
end of March compared to the end of 2020.

“Despite the negative effects of the
pandemic in 2021, we have continued to
have a stable performance this year with a
net profit. The current circumstances have
had the greatest impact on net non-interest
income, which decreased compared to the
comparable period of the previous year,”
NLB said.

Since the outbreak of the pandemic,
the bank has been trying to encourage the
population to use digital banking service.
To achieve this, the bank says, they have
allowed customers to use those services
free of charge on several occasions. When
it comes to businesses, they focused on
providing money for liquidity and loan
restructuring.

Businesses are
craving fresh money

Representatives of businesses and trade
unions told Vijesti that interest rates are
high and should be significantly lower to
allow the effects of the economic crisis to
be mitigated faster.

The Montenegrin Employers Federation
(MEF) said that banks’ loan policies should
take into account the present state of the
economy, which is deeply affected by the
current crisis.

“In these conditions, businesses
have found themselves in a situation to
“crave” fresh money in order to maintain
their current liquidity and continue the
investments which are under way. It would
be logical for banks to support businesses
by easing the conditions for granting new

TRENDS IN TIME AND DEMAND DEPOSITS
(TOTAL DEPOSITS)

vear | Month | GO | depostts
January 28.97% 70.99%
February 29.11% 70.86%
March 29.52% 70.44%
April 29.77% 70.20%
May 29.65% 70.32%
June 29.54% 70.43%
July 30.52% 69.04%
2013 August 32.02% 67.95%
September 31.50% 68.48%
October 31.28% 68.70%
November 31.39% 68.59%
December 31.91% 68.07%
January 60.54% 39.46%
February 60.59% 39.41%
March 59.73% 40.24%
April 60.63% 39.34%
May 60.11% 39.86%
June 60.61% 39.36%
July 60.97% 39.00%
2020 August 60.77% 39.20%
September 61.47% 38.51%
October 61.88% 38.09%
November 62.07% 37.90%
December 62.82% 37.18%
January 62.40% 37.60%
February 62.82% 37.18%

2021
March 63.34% 36.66%
April 63.96% 36.04%
Source: Central Bank of Montenegro

loans, particularly by reducing interest
rates in order to give businesses impetus
for growth again. But, since banks also
want to make a profit, it is reasonable that
they do not want to expose themselves
to risks that are greater than the existing
ones. Their loan policies remained at the
2019 level - in other words, there was no
significant drop in interest rates. On the
contrary, banks are even more‘cautious
when granting loans to business, even
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though they have enough fresh money at
their disposal,” the MEF said.

This organization says that the
Montenegrin economy needs lower interest
rates, but the question is how realistic this
is given the current conditions.

The Chamber of Commerce believes that
interest rates on loans are relatively high,
adding that they still present a limiting
factor for a more dynamic recovery of the
economy. This body suggests that interest
rates should be lower in order for business
to enter a recovery phase as quickly and
easily as possible.

“The current interest rate policy exhibits
a significant discrepancy in the average
interest rate for citizens and for businesses
- of almost three percent. This can be
explained by the greater risk of lending
to the general population, taking into
account the growing unemployment
rate, the closure of small businesses,
difficulties in paying wages, all of which
resulting from the pandemic. Businesses
are relatively well rehabilitated in terms
of credit obligations with measures taken
so far to delay loan repayments. A further
drop in lending interest rates is necessary
in order to enable stronger development of
the real sector and more stable conditions
for recovery and economic development,”
the Chamber of Commerce said.

Union of Trade Unions:
Citizens are low priority

The Union of Trade Unions says that
it is not surprising that interest rates
for businesses are significantly lower
compared to the rate for citizens, as citizens
have been low priority for years.

“Businesses are provided with numerous
opportunities, both with banks and with
the Investment and Development Fund.
Over the last ten years, citizens have
found it harder to get favourable loans
than before. It is often the case now that
the effective interest rate on housing loans
exceeds eight percent, while the interest
rate of 6.99 percent can be described as one
of the most favourable. Not so long ago, it
was not uncommon for citizens to take out

housing loans on much more favourable
terms, and with nominal and effective
interest rates even below three percent. We
believe that it is high time that the interest
rate policy went back to the period of 10
or 20 years ago, when banks competed
for each client and provided numerous
benefits and relatively very low interest
rates,” the trade union organization said,
adding that banks took advantage of the
last year’s moratorium to further increase
customer indebtedness.
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Marija MIRJACIC

FOOD PRIGES SKYROCKETED DUE
T0 THE PANDEMIC

AS GOVERNMENT

IS PREPARING MEASURES:
RETAIL MARGINS
MUST BE TAMED
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White bread prices

will be capped, while the
socially vulnerable will
receive a free portion of
groceries and special
shopping vouchers,

as confirmed to Vijesti

by the Ministry of
Economic Development.
The International Monetary
Fund estimates that global
food prices will continue
to rise due to the effects
of the pandemic.



he Government of Montenegro

I expected to put a cap on the retail

price of white wheat bread, following

a proposal of the Ministry of Economic
Development (MED).

According to the proposal, the maximum
retail price of white wheat bread, weighing
between 500 and 600 grams, will be 50 euro
cents. As for bread weighing between 300
grams to 400 grams, the maximum price
will be 40 euro cents.

Confirming this information, the MED
told Vijesti that this “will help stabilize the
retail price that has fluctuated significantly
in the previous period, all in order to secure
consumer confidence in the price of this
essential foodstuff.”

The MED says that this is one of the
first measures that are expected to lead to
areduction in prices of essential groceries.
Regarding the prices of other foods, the
Ministry announced they would soon
present the conclusions of a comprehensive
analysis and propose the adoption of
recommendations on possible restrictions
on retail margins, “especially because
these products are already subject to a
reduced VAT rate of seven percent, and
owing to the fact that these products are
predominantly imported at preferential
zero percent rates of duty.”

“We expect retailers to adopt these
recommendations and thus show corporate

AT X 2 -

responsibility, all in order to maintain a
stable purchasing power of consumers,”
the MED said. According to them, market
inspections will continuously monitor
how these recommendations are followed,
which is expected to enable the Ministry to
continuously monitor and possibly devise
“a different price control mechanism”.
The Government, as confirmed to
Vijesti, is also planning to help the most
socially vulnerable residents who will
receive free cooking oil, special shopping
vouchers and various other benefits.

A 2.4 percentrise
from June to June

In Montenegrin retail stores, the prices
of bread, flour, oil, sugar, meat, eggs, milk
have all risen in the previous year. Analysts
estimate that this is a consequence of a
growing global demand and a declining
production of sunflowers, cereals and
soybeans, which has been caused by the
coronavirus pandemic.

According to the latest official data from
Monstat, consumer prices in June 2021 were
on average 2.4 percent higher, compared
to the same month last year.

“The biggest impact on the monthly
inflation rate was made by the rise in
prices of accommodation services, fueland
vehicle lubricants, meat, milk, cheese and
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eggs, catering services, sugar, jam, honey,
chocolate and sweets, pharmaceuticals,
bread and cereals. Consumer prices were
on average 1.2 percent higher in the period
between January and June 2021, compared
to the same period last year,” Monstat said.

The MED says that at the height of the
current rise in food prices at the global
level, they are continuously monitoring
the situation on the Montenegrin market. It
has been found that certain food categories
are seeing double-digit and even triple-
digit percentage growth compared to the
last year.

The rise in prices, as noted by this
government department, was influenced
by numerous factors that were primarily
caused by the coronavirus pandemic, which
also brought about an increase in the prices
of transport and necessary raw materials.

“With the help of market inspection, the
Ministry collects data and analyses retail
margins in order to have a comprehensive
insight into all factors affecting the formation
of prices of essential groceries and ensure
stabilization in an effective manner. It
should be noted that Montenegro has so far
pursued an inadequate development policy,
which is why we rely too much on imports,
even of those products that can be produced
by domestic companies. In that regard, the
conclusion of the Ministry is that we must
solve the inherited problems of our chronic
trade deficit through relevant development
policies aimed at strengthening domestic
production and export capacities of
domestic manufacturers, while respecting
the rules of the free market,” the MED
pointed out.

Despite the fact that their mechanisms to
address market anomalies are limited, this
Ministry said it was preparing a number of
programmatic solutions, jointly with other
departments, by which they will tackle
the sudden jump in the prices of essential
groceries, with the aim of preventing more
severe economic and social consequences.

A group of manufacturers of bakery
products said last week that due to
significant increases in production costs,
bread price rises is are inevitable and require
a thorough review of producers’ business

policies, as well as better understanding
of and support for retailers.

“The average price of the basic type of
bread of 37 euro cents including VAT -
which is the price at which bakeries sell
this foodstuff to retailers - dates from April
2019. In the meantime, there has been a
significant increase in the prices of energy
products, flour and other raw materials. In
retail establishments, the price of this bread
is 50 euro cents. Itis a fact that unsold bread
is returned every day, so bakeries have to
sell it at much lower prices or destroy it,”
the group said, adding that last year they
had aloss of revenues of €11 million due to
the lack of tourist demand because of the
pandemic, increased prices of raw materials
and other inputs that affect production.

The IMF is worried
about price increases

In an analysis released late last month,
the IMF said that rising food prices around
the world were causing public concern.
The most recent data, the analysis says,
show a moderation in consumer food price
inflation, which would only add to the high
prices that consumers in many countries
already lived through last year.

“Due to various factors, it is probable
that the effect would be felt most by
consumers in emerging markets and
developing economies still wrestling
with the effects of the pandemic,” the IMF
pointed out.

This international organization said that
the rise in consumer food price inflation
preceded the coronavirus pandemic, adding
that early lockdown measures and supply
chain disruptions caused a new jump.

“At the start of the pandemic, food
supply chain disruptions, a shift from food
services (such as dining out) towards retail
grocery, and consumer stockpiling pushed
up consumer food price indices in many
countries,” the IMF assessed. According
to the organization, prices peaked in April
2020, after which the trend was mitigated,
“pushing down consumer food inflation in
many countries”.

“Producer prices, on the other hand,
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have recently soared. But it takes at least
6-12 months before consumer prices reflect
changes in producer prices,” the IMF
explained, adding that transport costs have
increased around 2-3 times in the last 12
months, ultimately increasing consumer
food inflation.

According to data from the IMF,
international food producer prices rose
by 47.2 percent from their lowest level in
April 2020, reaching a record level in May
2021 ever since 2014. Accordingly, between
May last year and the same month this
year, soybean and corn prices increased by
more than 86 and 111 percent, respectively.

The IMF estimated that consumer
food price inflation will rise again in the
remainder of 2021, specifying an increase
of about 3.2 percentage points this year and
1.75 percentage points next year.

Fidelity Consulting said that the food
price index of the Food and Agriculture
Organization of the United Nations shows
that food was as much as 39.7 percent more
expensive in May 2021, compared to the
same month last year. This index monitors
the monthly movement of international
food basket prices.

“In 12 months, oil prices rose the most,
by as much as 124 percent, sugar by
57 percent, cereals by 37 percent, dairy
products by 28 percent, while meat prices
increased the least - only by 10 percent,”
Fidelity Consulting said.

This consultancy company house
notes that Montenegro, unfortunately, is
a country that is extremely dependent on
food imports - a devastating fact for which
we should especially thank the neoliberal
economic model, which was carefully
supported and selflessly promoted by the
former government.

“It will take at least 10 years of full
economic stability to change that model,”
Fidelity assessed.

Strategic reserves are necessary

The Chamber of Commerce (PKCG)
told Vijesti that the increase in the food
price index of the Food and Agriculture
Organization of the United Nations was

mostly influenced by rises in the prices of
commodities such as vegetable oils, sugar
and cereals.

“Data published by this organization
are encouraging, as they have revealed
that in June global food prices fell for
the first time after twelve months of
consecutive growth, and that this index
was 33.9 percent compared to June 2020,”
PKCG said.

The increase in prices, the organization
says, is a consequence of reduced
production activities during the pandemic
period, as well as a sharp increase in
demand when economic activity picked
up again. In addition, the rise in food
prices was significantly influenced by the
increase in transport costs and prices of
energy products.

“Since the prices of essential groceries
have risen, the Government of Montenegro
should create an assistance package for
the socially vulnerable population as a
way to protect consumers. In addition, in
these situations, there is a possibility of
emergency procurement, which is applied
in conditions of severe market disruptions.
The Chamber of Commerce has repeatedly
called for building strategic reserves of
basic commodities precisely due to such
circumstances,” PKCG said.

The Chamber believes that overcoming
price challenges in the long run means
continuing the ongoing restructuring of the
economy;, i.e. investing in the development
of sectors offering comparative advantages
(primarily sustainable agriculture and food
production, energy, tourism, ICT, etc.) and
expanding the scope of economic activities.

“One of the possible directions that
could help stabilize the domestic prices
of a number of groceries is to boost
domestic food production. In this regard,
it is important to support the increase
of competitiveness of businesses and. to
strengthen export capacities. The other
direction is to continue attracting foreign
investments and to invest in infrastructure
in order to reduce certain key production
costs, but also to encourage further
development of manufacturing sectors,”
PKCG concluded.

45




1 January 19 January 15 March 22 June Today
Euro-super 95 1.14 1.19 1.30 1.33 1.38
Euro-super 98 1.18 1.22 1.34 1.37 1.42
Euro-diesel 1.03 1.06 1.14 1.19 1.21
Heating oil 1.02 1.04 1.12 1.17 1.19
Prices are displayed in EUR/I Source: Ministry of Capital Investments

Montenegrin
Employers Federation:
Excise taxes on fuel

to be reduced urgently

The Employers Federation told Vijesti
that they expect the Government to consider
the possibility of reducing its participation
in the formation of the price of fuel as soon
as possible, i.e. to reduce excise taxes on
fuel.

“The increase in fuel prices in the current
economic crisis caused by the coronavirus
pandemic is a move that leads to further
growth in prices of many other products
and services (food, imported clothing and
footwear, transport services...), especially
necessity goods. All this contributes to the
worsening of citizens’ standard of living
and additionally slows down the process
of economic recovery,” the MEF said.

The Federation says that the effects
of rising prices of any energy product,
especially fuel, bring about an increase in
other prices, often to an extent that is even
higher than the degree of increase in the
price of fuel.

“All this leads to an increase in prices
of other products and services, which is
an economic necessity that businesses are
forced to accept, because otherwise, due
to the negative impact of this cost (fuel
prices), they will face even greater losses
and greater illiquidity. Therefore, this is a
forced consequence,” the MEF pointed out.

Fuel prices have risen ten times since the
beginning of the year. The last price increase
was at the beginning of this week. The price
of a litre of fuel is now €1.42 for Euro-super
98, €1.38 for Euro-super 95, €1.21 for Euro-
diesel and €1.19 for heating oil.

70 tons of oil to the
socially vulnerable

Montenegro’s government has decided
to classify 70,000 litres of oil, which was
procured at the same time as the imported
wheat, as state property and distribute it
to the most socially vulnerable population
categories, the MED said.

“Along with the social voucher
programme, which was previously
announced by the Ministry of Finance
and Social Welfare, this is another social
measure that we have decided to implement
properly in order to maintain the stability
of purchasing power,” the Ministry said,
promising further measures in order to
“calm” the market.

“In this way we will ensure the protection
of citizens’ standard, and especially that of
the most vulnerable population categories,
by means of stabilization of essential food
prices and other social measures, without
acting repressively on the market,” the
Ministry said.

As a part of the social voucher project,
the Ministry of Finance will distribute
vouchers worth 30, 50 and 100 euros, and
it will be possible to trade with them in
a market that will be selected through a
public call.

Bids for providing vouchers for
purchasing food products can be submitted
by interested companies until 24 July,
after which the Ministry of Finance will
publish a list of companies that have met
the requirements and conclude contracts
with selected providers, within three days
of the end of the public call.
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