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1. Key development issues and rationale for Bank involvement 
 

The Bor region (total population ~146,500 (2002 data)), consisting of the Bor and Majdanpek 
municipalities and a number of smaller towns and villages, is amongst the poorest in Serbia.  
Average wages equal to 42.8% of the national average in Bor and 32.8% in Majdanpek, and 
unemployment rates are very high.  The regional economy has been historically dominated by a 
large copper mining and processing complex known as RTB Bor, comprised of three mines (two 
open-pit and one underground), a smelter with a refinery, and a number of downstream 
subsidiaries.   
 

A Bank-financed feasibility study (January 2005) demonstrated that, given very low ore grades, 
obsolete technology and high production costs, RTB Bor cannot operate at a profit even with the 
present high copper prices.  Despite being the second largest recipient of state subsidies to the 
enterprise sector (>Euro 10 mln per annum in 2002-2004, not including equally large arrears to 
social funds and energy utilities), RTB Bor is losing some $45 mln a year, and has accumulated 
some $500 mln of debt.  At present levels of production, RTB Bor is grossly overstaffed in all 
areas of its operation (total of 8,900 workers).  Very importantly, RTB Bor’s continued 
operations, especially the smelter, are extremely harmful to the environment. The only potential 
for increasing production on a long-term basis at RTB Bor is the new underground copper 
deposit at Borska Reka; exploiting this deposit would require large capital investment and would 
employ only a fraction of RTB Bor’s current labor force.   

The Government of Serbia (GoS) realizes that addressing the complex problems of the Bor 
region is essential for progressing towards the country’s ultimate goal of European integration.   
During the CAS discussions in Fall 2004, the authorities requested Bank’s assistance to improve 
the socio-economic situation in the region.   It was made clear to the authorities, however, that 
the timing and scope of the Bank's potential project would be conditional on the GoS’s progress 
in implementing a comprehensive restructuring program for RTB Bor based on the results of the 
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feasibility study.  This program should include: (i) implementation of a severance plan for 
redundant labor; (ii) closure, or upgrading to EU environmental standards, of the smelter; and 
(iii) a transparent tender (“market test”) for saleable core assets, including Borska Reka.  As 
discussed with the authorities, the Bank will finance, under the ongoing TA Credit (P077732), a 
qualified advisor to assist the Privatization Agency (PA) with implementing the above-
mentioned restructuring measures and completing the market test by mid-2006, in parallel with 
project preparation process. 
 

The proposed project will contribute to the GoS’s structural reform agenda, as defined by the 
First Programmatic Development Policy Loan (PDPL I), by helping to resolve one of the 
country’s largest loss-making enterprises that consistently undermines fiscal discipline.  More 
broadly, it will support all three of the overarching development goals identified in the recent 
CAS: (i) creating a smaller, more sustainable, more efficient public sector; (ii) creating a larger, 
more dynamic private sector; and (iii) reducing poverty levels, and improving social protection 
and access to social services.   
 

The rationale for Bank’s support builds both on its leading role in promoting enterprise sector 
restructuring in Serbia to date, and on its unique and extensive experience in assisting mining 
sector reform in countries such as Romania, Bulgaria, Poland, and Russia, including mine 
closures, social mitigation and environmental rehabilitation measures. The main lessons learned 
from these operations show that mining sector restructuring should be addressed through a broad 
and comprehensive reform program pursuing in parallel the resolute closure of loss-making 
enterprises and the creation of new economic opportunities for displaced workers. Experience 
has also shown that a high level of commitment by the Government and donors is typically 
required over a decade to achieve sustained changes in mono-industrial communities.  
 

2. Proposed objective 
 

The project’s objective is to: (i) support the privatization and/or closure of RTB Bor copper 
mining and processing conglomerate, or parts thereof, in a socially, environmentally, and 
economically responsible manner, and (ii) foster new sources of diversified growth and job 
creation in the Bor region. The project’s expected outcomes are: 
 

• resolution of RTB Bor through the sale of viable assets and liquidation of unsaleable parts; 
• resolution of the most pressing environmental problems; 
• new sources of employment for redundant workers and general population of the Bor region; 
• improved access of private small and medium enterprises to investment finance. 

Primary beneficiaries of the project would be the employees of RTB Bor, the general population 
of Bor region, regional businesses, especially SMEs, and Serbian taxpayers.  
 

3. Preliminary description 
 

The Project ($30 mln in the CAS base scenario) will provide investment financing and technical 
assistance for initial steps aimed at resolving urgent social and ecological problems, and 
regenerating the economy of the Bor region. The project would have the following components: 



A. Resolution of the Copper Mining Complex (~$12 mln). This component will 
facilitate the implementation of a restructuring program for RTB Bor, to be prepared by the PA 
with the help of qualified financial advisors.  The ultimate objective is the sale of viable business 
parts of RTB Bor to reputable (qualified) investors, and liquidation of unsaleable parts, with the 
majority of current labor force expected to become redundant.  The project will mitigate the 
immediate social and political impact of restructuring by financing severance pay and, if 
applicable, special pre-retirement benefits for workers whose labor contracts would be 
terminated. 
 

B. Urgent Environmental Remediation (~$13 mln). This component will finance the 
emergency clean-up of immediate environmental hazards, as well as the reclamation of 
environmentally damaged areas. In particular, there is an urgent need to replace the pipe 
collector that runs under the tailings pond at Veliki Krivelj to prevent the spillage of tailings into 
the Borska River that eventually flows into the Danube. The component would support design 
and construction of a river diversion, as well as stabilization of the tailing pond, installation of 
dam-stability monitoring devices and other remedial works.  
 

In addition, the project may finance the closure of the existing tailing pond at Majdanpek that has 
reached its full capacity and, unless the smelter is acquired by a reputable investor committed to 
upgrading it to meet the EU environmental standards, its closure, dismantling and restoration to a 
“brown site.” The content and pricing of this component will be elaborated on the basis of the 
prioritized environmental remediation plan to be developed in coordination with the GoS and the 
donors in the course of project preparation.     
 

C. Regional Active Labor Market Programs and SME Development (~$5 mln). This 
component will finance facilities and services to mitigate the impact of RTB Bor’s restructuring 
through upgrading the skills of redundant workers and providing job placement services.  The 
longer term objective would be to promote the economic growth and employment creation 
through developing the promising mining potential of the Bor region, located in the rich 
geological area of the Carpathian Arc.  More specifically, this component would support 
institutional strengthening of the regional Labor Bureau and the development of a focused labor 
assistance package aimed at: (i) helping Bor's qualified mining personnel to find employment in 
newly developing mining operations and related industries; and (ii) re-training individuals 
seeking employment in the region’s established and prospective industries through a continuing 
education program.  Limited financing could be provided for relocation assistance to individuals 
who want to migrate from the region to find other sources of employment.  The content and 
pricing of this component will be based on the findings of the Regional Development Planning 
study to be prepared in coordination with the local stakeholders and donors in the course of 
project preparation. 
 
The project will also support the diversification of regional economy by providing lending 
services to SMEs and technical support for private entrepreneurs.  Assistance would primarily be 
provided through a microfinance program. This program could support small and micro-
businesses and self-employed individuals (some 90% of businesses in Bor) with loans ranging 
from 1,000 Euros to some 30,000 Euros to improve and expand their businesses.   
 



Counterparts. The primary counterpart for the project will be the Ministry of Economy.  Given 
the cross-sectoral nature of the proposed project, the team will also seek to engage other relevant 
ministries, such as Finance, Mining, Social Affairs, and Environment.  It is recommended that 
the Government established a high-level Steering Committee for Bor Region Development, in 
order to ensure political buy-in from all relevant ministries.  At local level, the municipal and 
regional authorities and trade unions will be the key stakeholders. 
 

Possible Partnerships and Co-financing. Despite having a very large potential for donor 
involvement, the Bor region so far has not received much assistance from international aid 
agencies.  The absence of Government’s coherent program for the region is largely to blame for 
the lack of donor attention.  Based on the Bank’s experience in Serbia to date, it is expected that 
the potential project could serve as a catalyst for mobilizing donor support, provided the 
authorities also make progress with implementing the restructuring program for RTB Bor.  In 
particular, given limited size of the Bank project, co-financing will be sought from EU and 
bilateral donors for the vast environmental rehabilitation agenda.  

 
4. Safeguard policies that might apply 
 
TO BE DISCUSSED WITH SAFEGUARDS TEAM 
 
5. Tentative financing 
Source: ($m.) 
BORROWER 0 
INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 

30 

 Total 30 
 
6. Contact point 
Contact: Alexander Pankov 
Title: Projects Officer 
Tel: (202) 473-7128 
Fax:  
Email: Apankov@worldbank.org

 


