PILLARS OF
DEVELOPMENT
ENERGY
This sector includes electricity generation and transmission, the market for renewable energy sources and energy
efficiency. In 2021, Serbia supplemented the regulatory
framework under the EU’s Third Energy Package, and de jure
liberalised the electricity market. Despite liberalisation, Elektroprivreda Srbije (EPS), as a state-owned company, remains
the dominant supplier with about 98% market share.
In the case of renewable energy sources, new regulations
have been adopted to encourage the production and sale
of renewable energy. Incentives are provided in the form
of a market premium system and feed-in tariffs for small
plants. Both systems will be implemented through auctions and relate to the price of electricity, taking on balance
responsibility and the right to priority access to the grid.
In the area of energy efficiency, new regulations have
also been adopted. Implementing projects on contracting energy supply in public lighting in a significant number of local governments has begun. In contrast, the issue
of cooperation between the public and private sectors
regarding public facilities remains open.
Energy supply contracting for households and small consumers continue to operate at regulated prices, which have
been partially adjusted in the past but are still below market levels. EPS is the leading supplier of electricity, although
there are about 60 registered wholesalers. The number of
members on the SEEPEX electricity exchange increased
from 18 to 25.
Coal remains the dominant source of electricity production
- more than 70% of annual production comes from coalfired power plants. Coal mines are in relatively poor condition and need serious modernisation to meet demand.
Concerning electricity supply and efficiency of its use,
COVID-19 had an initially negative impact that was eliminated by the end of the year. Electricity generation is higher
by 2 per cent in the first half of 2021, relating to the same
period before the outbreak of the crisis in 2019. The average
FIC progress index in 2021 was 1.75 compared to 1.6 in 2019.
The Foreign Investors Council gave seven recommendations for improving the regulatory framework in this area.
In the production of electricity, it is proposed to abandon
price regulation; in the case of energy efficiency, the adop-
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tion of a functional contract for public-private partnership,
and in the case of renewable energy sources, the specification of the incentive system.

TELECOMMUNICATIONS
The COVID-19 pandemic harmed the business of electronic
communications operators in the Republic of Serbia in 2021.
Only in the second half of this year, a gradual return of activities to more regular flows is noticeable. In the meantime,
electronic communications operators continued their business aimed at developing the process of comprehensive digital transformation of society in order to meet the needs of
citizens and the economy for “online” services ,i.e. remotely.
It is crucial for further developing the electronic communications market in the Republic of Serbia to improve the existing
regulatory framework. Particularly to harmonise it with the
needs of operators and users, along with harmonisation with
the regulatory practice of the European Union. In this context, the Foreign Investors Council welcomes activity on the
new Law on Electronic Communications. It also supports the
joint construction of broadband communication infrastructure in rural areas of the Republic of Serbia.
One of the preconditions for accelerated digitalisation is
constructing a 5G network in the Republic of Serbia. The
Foreign Investors Council expects that the auction for allocating rights to use radio frequencies from the radio frequency bands 700 MHz, 900 MHz, 2100 MHz, 2600 MHz
and 3500 MHz will be conducted quickly, transparently
and efficiently. Within this framework, removing barriers
to the efficient construction of base stations is the critical
assumption. Barriers are related to the non-harmonized
legal basis for the implementation of the environmental
impact assessment procedure of each base station, as well
as insufficiently specific provisions defining the “source of
non-ionizing radiation of special interest”.
It would be helpful to amend the Regulation establishing the list of projects for which an impact assessment is
required (List I) and the list of projects for which an environmental impact assessment may be required (List II). Telecommunications facilities should be excluded entirely from
List II. The Foreign Investors Council also expects a more
active role of the Government in combating conspiracy
theories and false news about 5G technology to prevent
attacks and disrupt the critical telecommunications infrastructure necessary for the provision of essential electronic
communications services.

The Foreign Investors Council gave twelve specific recommendations in this area for improving the regulatory framework in Serbia. The average FIC progress index in 2021. was
1.78 compared to same index 1.78 in 2019.

DIGITALISATION AND ELECTRONIC BUSINESS
This sector includes electronic commerce, electronic identification, issuance of electronic documents, and electronic
business of administrative bodies, including the connection of public databases. Since last year, the whole world
has started to adapt to the new situation caused by the
coronavirus’s appearance and turn to e-business due to a
completely changed way of life and business. Many positive
changes have also taken place in Serbia. Many companies
organised work “from home”, numerous citizens began to
use the e-Government portal services, new services were
developed, and unified data registers were formed.
It all started with the introduction of e-Government services through which citizens applied for vaccination. That
was extended to the issuance of a digital green vaccination
certificate, which was done according to EU standards, and
based on which Serbian citizens could travel abroad without
the need to have a negative PCR test. In the background of
these innovations, a comprehensive infrastructure, technical
and personnel capacities have been developed, which can
offer new services in a short period and put them in the function of solving the burning problems of citizens.
When it comes to other services, the most crucial achievement in the previous period was completing the register of
citizens, which brought together thirteen different databases
from five different institutions. Hence, it will be possible to
perform numerous procedures before public administration
bodies more efficiently and cheaper. The centralisation of
official data is one of the preconditions for introducing new
e-Government services, which include simultaneous verification of facts from several different databases.
In the past period, registered electronic identification
schemes started working, with the first registered provider
of this service being the Office for IT and e-Government. As
for schemes, high-level electronic identification schemes
include a qualified certificate, while basic-level schemes are
based on username and password. Between them, medium-level electronic identification schemes utilise the user’s
identification ID card that can be run on a mobile phone
using the Consent ID application. Consequently, citizens can

perform the second level of authentication after logging in
on the e-Government portal with a username and password.
Changes in the issuance of electronic documents have led
to the introduction of a qualified means for creating electronic signatures at a distance, the so-called qualified signature in the cloud. On the other hand, qualified trusted
services from European Union providers and registered
electronic identification schemes from the EU have been
recognised. In that way, the legal representatives of foreign
companies in Serbia can use without restrictions the personal certificates issued to them in their home countries
based on electronic identification schemes from the EU.
The Foreign Investors Council points out that a great
effort has been made, and significant progress has been
achieved to enable further digitalisation of the economy
and the public sector in the past period. Additionally, the
readiness of all state institutions to continue in that spirit in
the future is recognised. For its part, the Foreign Investors
Council gave six recommendations in this area for further
improvement. The average FIC progress index in 2021. was
2.60 compared to 1.6 in 2019.

REAL ESTATE AND CONSTRUCTION
The focus of the Foreign Investors Council remains the application of the Law on Planning and Construction, the application of a unified procedure for obtaining construction
documents, legalisation of existing facilities following new
regulations, conversion of construction land use rights into
ownership, and implementation of cadastre regulations.
Construction as an activity made significant progress until
the appearance of the coronavirus in 2020, but it experienced a severe shock that year. It has recovered from this
shock this year, but rising prices of construction materials
and apartments threaten to halt the growth. On the institutional side, the issue of land ownership remains a significant obstacle, with interference between state and private
property. Regardless of that, there has been a noticeable
increase in the number of issued building permits since
introducing the unified procedure for their issuance.
The Foreign Investors Council proposes to amend the regulations on conversion with a fee to reduce the costs of the
conversion. It is also necessary to improve the procedure
of electronic submission of documentation, to specify the
obligations of having a license for subcontractors hired by
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contractors, and to continue the legalisation of illegally
constructed facilities after 2023.
The sector as a whole is not homogeneous, and in 2021 its
parts behaved differently. According to the Foreign Investors Council’s estimate, in the area of mortgages and financial leasing, there has been no progress (FIC progress index
1.0); there has been some progress in the area of restitution, but at pre-crisis levels (index 1.33); in the real estate
and construction sector, progress has decreased compared
to the pre-crisis period (index 1.43), but it has increased in
the area of cadastre functioning and the application of the
new procedure (index 1.70). The average FIC progress index
in 2021. was 1.48 compared to 1.39 in 2019.

WORKFORCE AND HUMAN CAPITAL
In the previous year, there were no improvements in the
labour legislation nor the decision-making of courts in
labour disputes. All this was followed by the coronavirus
pandemic, which permanently changed the functioning
of the labour market. The Foreign Investors Council notes
that the existing regulations no longer meet the real needs
of employers and employees and impose unnecessary
administrative, organisational and financial burdens. In this
regard, several improvements have been proposed.
They refer to the introduction of more flexible forms of
work, such as work from home and teleworking, regulation of work practices when they are not part of the
compulsory educational program, digitalisation and simplification of strictly formal communication between
employer and employee, and simplification of complex
salary structure and calculation.
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In addition, specific changes are required in the legal provisions governing the termination of employment, such as
those governing statutes of limitations and notice periods,
as well as a clear definition of the procedure for resolving
redundancies. It is necessary to simplify further the procedure of employment of foreigners and the movement
of labour in general, to identify activities that due to their
specificity are subject to limited employment of persons
with disabilities and to improve the hiring of labour and
temporary employment agencies.
According to official data, unemployment did not increase last
year, on the contrary, an increase in formal employment was
registered. However, companies that did not apply for state
subsidies began serious restructuring and optimization of the
number of employees. The unemployment rate varies on the
territory of the Republic of Serbia, which largely reflects the
state of the economy in different parts of the country. At the
same time, the demand for highly qualified staff cannot be
met, and people with low education go abroad to work. The
problem of the gray economy and undeclared work still exists.
In the area of the labour market and labour relations,
the Council of Foreign Investors gave five critical recommendations for improving the regulatory framework (FIC
index of progress in 2021 was 1.0); three recommendations for the work of foreigners (index 1.33), also three recommendations for sending employees to temporary work
abroad (index 1.0), three recommendations for hiring
labour (index 1.0), and three recommendations for professional rehabilitation and employment of persons with
disabilities (index 1.0). The average FIC progress index in
2021. was 1.0 compared to 1.4 in 2019.

