LABOUR

With the development of flexible forms of work, which
have particularly gained momentum in recent years, the
need for more comprehensive changes to the Labour Law
is becoming increasingly evident. After a significant step
forward in the improvement of labour regulations in 2014,
when over 65% of the recommendations from previous
editions of the White Book were adopted, there have been
no major changes to the core law. The Ministry of Labour,
Employment, Veteran and Social Affairs announced the
launch of the project “Support for Improving Working Con-
ditions and Preparing the Republic of Serbia for Participa-
tion in EURES,” which, among other things, is expected to
include the harmonization of domestic legislation with the
EU acquis, as well as the drafting of a new Labour Law and
a Law on Internships.

In this edition of the White Book, the Foreign Investors
Council continues to highlight the need foramendments
to and further improvement of labour-related regula-
tions. The priority in amending the Labour Law includes,
among other things, regulating more flexible forms of
work, such as working from home and remote work,
regulating internships, digitalizing employment docu-
mentation and communication between employers and
employees, simplifying the complex salary structure and
calculation of salary compensation. Additionally, certain
changes to legal provisions regulating the termination
of employment, such as those governing statutes of lim-
itations and notice periods, as well as a clear definition
of the procedure for resolving surplus of employees, are
needed. This edition of the White Book also points out a
number of legal provisions whose application has led to
uncertainties in business practices or different interpre-
tations by the courts.
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Foreign Investors Council welcomes the progress made
regarding employment and mobility of foreign nationals in
the domestic market, noting that a significant portion of the
Council’'s recommendations given during the adoption of
amendments regulating the work and residence of foreigners
has been adopted. The amendments to existing regulations
towards introducing a single permit and conducting the pro-
cess electronically led to simplification of the procedure for
granting residence and work permits to foreigners in Serbia.

The Law on Occupational Health and Safety is aimed at
aligning the domestic occupational health and safety
system with European standards, raising awareness and
responsibility among all participants in the occupational
health and safety system, which should ultimately con-
tribute to improving the quality of implementing safe and
healthy working conditions. However, the work from home
and the remote work remain inadequately regulated by
law, highlighting the need once again for amendments to
the Labour Law which would provide for closer regulation
of the mutual rights and obligations associated with this
type of work. Since most of the bylaws in this area were
adopted in the previous period, it is expected that the law
will be fully implemented, allowing the effects of the new
legal solutions to be observed in practice.

Continuing the initiated labour reforms is a crucial pre-
requisite for establishing a business environment that will
make the Serbian market appealing to foreign investments
and encourage the creation of new employment oppor-
tunities. The Human Resources Committee, leveraging its
expertise and knowledge in regulatory implementation,
has strived to identify the key priorities for further improve-
ments in this field.
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Recommendations:

The Labour Law

Digitization of labour law documents. In order to align with the trends,
solutions and opportunities brought by the digitalization process, it is
necessary to amend the Labour Law in order to define an alternative
way of administering employment rights and obligations using elec-
tronic documents and electronic signature (adoption of acts and con-
cluding contracts), alternative formal communication on the employer
- employee relationship electronically, primarily via e-mail or other sim-
ilar channels of electronic communication and with the use of internet
notice board, electronic records as well as submission of documenta-
tion electronically, etc., as ways and forms that would be completely
equal to the currently valid forms. Also, we believe that it is necessary to
amend the Law on Labour Records in relation to three key points: deter-
mining the maximum retention period up to five years after termination
of employment, explicitly permitting electronic records and use of vari-
ous IT tools for this purpose and prescribing the correct way to dispose
of paper employee files.

Flexible working conditions outside of the employer’s premises.
Introduction of a possibility of regulating employment when establish-
ing it or in its course so that the employee would work one part of his
working time outside the employer’s premises (not just from home), as
well as a possibility of changing the work regime and concluding and
annex to the employment contract during employment, i.e. without
the obligation to conclude the annex (in case when the transition to
work regime outside employer’s premises is occasional or short-term,
in which case employer’s provisions of general enactments would
directly apply to conditions of work from home). Since legal certainty
and security are required, it is necessary to precisely distinguish the dif-
ference between the work from home and remote work (by the place
of work or means of work), and relativize the need to define “Place of
work” as obligatory element of employment contract by introducing,
for example, “primary place of work” in case of remote work, as well as
introduce general principles for the compensation of costs for work per-
formed outside Employer’s premises. Within the framework of a flexible
organization of work, possibility of implementing overtime should be
widened so that it is not limited only to unforeseen circumstances. The
Employer and employee should have the freedom to agree on the rea-
son for and purpose of overtime, and the Employers should be able to
negotiate a manager’s fee that includes overtime pay for managers who
work overtime.
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Introduced = Significant = Certain No

Recommendations: in the WB: progress progress progress

Rational salary structure and salary compensation. We propose that
work performance be viewed only as an optional component of com-
pensation, as opposed to a mandatory one. In addition, the premise for
calculating the salary compensation during the absence from work is
proposed to be the base salary plus seniority pay. This would make it
much simpler for all employers to manage salaries, provide greater flex-
ibility in both the salary contracting and budgeting, and make the sal-
ary structure itself more transparent. Also, we propose that the amend-
ments to the Labour Law clearly define the elements or conditions for
determining the base salary and the general act of the employer that
determines these elements, as well as to determine the conditions for
offering an annex which stipulates a change the base salary.

2021 v

Flexible engagement of students in practice. We propose amend-
ments to the section of the Labour Law in the part that regulates pro-
fessional training and development. These amendments should enable
high school students, students and other persons outside employment
(both in the field of education and outside the field of education) to
gain practical knowledge and experience in a real-world work environ-
ment, career advancement, and easier future employment through the
use of flexible engagement models. Existing provisions on vocational
training and development should be amended to remove additional
conditions limiting the possibility of such engagement, and the same
should be provided regardless of the employer’s activity and whether it
is the public or private sector. The competent ministry may establish all
necessary mechanisms to prevent abuse of this institute, if this was the
reason for the introduction of restrictions by Article 201. In this regard,
in order to develop good and safe practice, it is necessary to harmonize
the provisions of the Labour Law so that they form a consistent labour
law regulation with the provisions of the Law on Dual Education and the
Law on the Dual Model of Studies in Higher Education, which regulate
working conditions of high school students and university students.
Alternatively, an adequate law on work practice could be a good way
to regulate the employment of students. However, the draft of this law
that was on public discussion provided for flawed solutions based on
which practitioners can perform work practice for a certain period after
schooling, for work in a profession within the acquired level of quali-
fications, which leaves room for the interpretation that work practice
within of the aforementioned law, students cannot work for the occu-
pation for which higher education is provided (since at that moment
they have acquired secondary education). It remains to be seen what
the final solution of the future law will be and whether it will represent
an adequate basis for the employment of students.

2016 v
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Recommendations:

More flexible conditions and procedures for employment termina-
tion. It is necessary to: (a) extend the statute of limitation periods for
the conduct of proceedings (the subjective period of 6 months to be
extended to at least one year and the objective period to 3 years), (b)
in the event of the employment contract termination, extend the maxi-
mum duration of the notice period from 30 to 60 days (c) enable employ-
ers to issue decisions in the form of an electronic document determining
measures (dismissal or milder measure) or releasing employees from lia-
bility, as well as delivery these decisions are executed electronically, (d)
the employee’s refusal to receive the decision served on the employer’s
premises as if the act had been delivered, (e) enable the employer to uni-
laterally release the employee from work during the notice period (when
the notice period is prescribed/ contracted) with the salary compensation
payment in the amount equal to the employee’s base salary, (f) regulate
the procedure of termination of employment due to technological, eco-
nomic or organizational changes - redundancy in cases when program is
mandatory — is the employer obliged to first amend the rulebook on the
systematization of workplaces or to adopt a solution-finding program of
employee redundancy first, and when program is not mandatory, clearly
state the obligations of the employer or whether the employer is obliged
to address a representative union within the company and the repub-
lic organization responsible for employment, whether he is obliged to
apply measures for new employment and how they are being applied,
especially additional qualification and retraining, etc. (g) regulate the pro-
cedure of termination of employment due to abuse of the right to sick
leave, but also the termination procedure due to the use of alcohol by
employees, (h) to be defined by the Labour Law that the establishment of
an employment relationship with another employer who submitted the
employee’s application for insurance, without prior written notice to the
original employer, is considered a termination of the employment con-
tract by the employee, effective on the first day he did not report to work
at the employer.

Termination of a probationary employment contract. Amend Article 36
of the Labour Law by specifying: (a) that the report of the immediate supe-
rior is sufficient justification for the termination of the contract with pro-
bationary work, during the probationary period, and that the employer
is not required to give the employee any additional period for improve-
ment of his work; (b) that in the case referred to in Article 36, paragraph 4,
it is not at all necessary for the employer to justify why the employee did
not demonstrate appropriate work and professional abilities, but that he
can only issue a declarative decision stating that the employee’s employ-
ment ends on the day the probationary period expires.

Introduction of guidelines for defining the minimum compensa-
tion that the employer pays to the employee in case of contracting
a non-competition clause after the termination of the employment
relationship. Amend Article 162 paragraph 2 of the Labour Law speci-
fying that the agreed amount of compensation cannot be lower than,
for example, 1/3 of the average net salary in the previous 3 months
before the termination of the employment relationship, for each month
of validity of the non-competition clause, after the termination of the
employment relationship.
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Recommendations:

Specifying the procedure for returning an employee to work. Amend
Article 191 of the Labour Law by specifying that if the court legally
obliges the employer to return the employee to work, and the employer
does not have a vacant position in his organization to which he can
assign the employee, he has the right to declare the employee redun-
dant in the sense of Article 179 paragraph 5 point 1 of the Law on work
and pay him severance pay.

Specifying the submission of employment-related documentation.
Amend Article 193 of the Labour Law to specify that the provisions on
delivery of the decision on dismissal from Article 185 apply to all docu-
ments from the employment relationship, including the offer and the
annex to the employment contract.

Change of employer. n Article 147, it is necessary to specify precisely
what constitutes a change of employer, i.e., which situations (aside from
status changes prescribed by the Companies Act) constitute a change
of employer.

Cancellation of the employment contract in terms of Article 149
of the Labour Law. Article 149 of the Labour Law must be amended
by specifying the grounds on which the employer may terminate the
employment contract of an employee who refuses to take over the
employment contract - does he have to declare him redundant or is
it possible to terminate the contract based on Article 175 paragraph 1
point 7 (in other cases determined by law).
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Introduced = Significant = Certain No
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Law on Vocational Rehabilitation and Employment of Persons With Disabilities

Because the regulations listed herein are considered particularly important and vital for attracting and maintaining foreign
investments, and given that the very purpose of this Law is the inclusion of PwD, the FIC previously provided and is still putting
forth a number of suggestions on how to improve the situation. To this end, here we underline the most important recommen-

dations on how to improve the existing legal framework and practice:

Classify business activities subject to a limited application of the Law,
due to their specific nature (e.g. private security, manufacturing, con-
struction, etc.), meaning that in these activities the number of PwD
the employer must hire should be calculated relative to the number of
employees in jobs that do not require special medical fitness pursuant
to the law and/or nature of the business activity and that can be per-
formed by employees with disabilities.

The assessment of and the issuing of a decision on working ability
should be performed by the same body to accelerate the procedure.
We suggest that the procedure and decision-making should be accel-
erated and the list of documents required by the authorities from the
employee be reasonably decreased.

We believe that a more efficient manner for increasing the employment
rate of PwD would be to incentivize employers with subsidies for their
employment.

Employment of Foreign Nationals

The Central Registry of Mandatory Social Insurance should contain the
exact job title of the employee who was declared redundant.

2016 v
2009 V
2009 v
2015 v
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Recommendations:

Technical improvements to the online forms which will enable an effi-
cient use of all the functionalities provided by the regulations.

Facilitating the registration of an employee to CROSO on the basis of a
Visa D.

Secondment of Employees Abroad

We recommend extension of the maximum period employees at man-
agerial positions are allowed to stay abroad on the basis of referral to
business trip, without application of the Secondment Act to up to 180
days in total within a calendar year, instead of the currently applicable
90 days.

We recommend allowing secondment abroad for the purpose of voca-
tional training and development also to the entities which are not nec-
essarily related to the employer by equity or control.

We recommend allowing secondment abroad of employees under the
age of 18.

Staff Leasing

We recommend deletion of Article 14 of the Staff Leasing Act, which lim-
its the number of employees employed at the staff leasing agency on a
fixed-term basis that a beneficiary can lease.

We recommend deletion of Article 2 paragraph 5 of the Staff Leas-
ing Act, which regulates situations in which there is no comparative
employee at the beneficiary.

We recommend deletion of Article 17 of the Staff Leasing Act, which
prescribes the staff leasing presumption.

Human Capital

The education system should continue to be improved. For that, it is
essential to establish regular contact between the Council and the Gov-
ernment, the ministries responsible for education, youth and sports, as
well as with universities. The Council and the business community in
Serbia are ready to provide support and make available their expertise,
and based on the analysis of the needs of the economy and the real
sector, create and establish new educational profiles, as well as regu-
larly correct enrollment quotas at all faculties in accordance with mar-
ket needs.

Define the legal framework for the relationship between employer and
student in order to simplify the application of professional practice of
students during regular schooling.

Define the legal framework for the training of persons with higher edu-
cational profiles for independent work in the profession, regardless of
the acquisition of the conditions for passing a professional exam, i.e.
performing an internship.

With the employment action plan of the National Employment Service,
define, redefine and expand the range of educational profiles that will
be included in the action plan and employment policy, that is, listen to
the needs of the market and employers.
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Recommendations:

Create a plan for the migration of human capital within the territory
of the Republic of Serbia in order to equally develop underdeveloped
areas and thereby reduce the gap in the needs of the economy in dif-
ferent parts of the country, and in order to prevent migration outside
the Republic of Serbia, citizens have already been given an incentive to
within the territory of the Republic of Serbia look for a better place to
live and work.

Consider supporting employment by reducing employment costs,
especially in relation to taxes and wage contributions, as well as legally
define all aspects of working from home.

Facilitate and promote supplementary work at all levels.

Occupational Health and Safety
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Introduced = Significant = Certain No
inthe WB: | progress progress progress
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Amendments and additions to the Law and/or the adoption of bylaws in relation to the conditions of working from home or
remotely. The Law requires the adoption of bylaws, in order to better regulate specific aspects of workplace safety and health.
In that part, the recommendation is that, to the extent feasible, bylaws whose adoption is governed by the Law be used to fur-

ther regulate the conditions of work from home or for remote work:

the procedure for drafting the Risk Assessment Act for jobs per-
formed from home, or remotely;

procedures associated with the implementation of preventive meas-
ures, mechanisms for controlling the enforcement of measures for
safe and healthy work, and mechanisms for determining the causes
and methods of injuries during work from home or remote work
(primarily preventive measures associated with: work ergonomics,
illumination of workstation, the microclimate in the workspace, ade-
quate equipment, accessibility, stress management, maintenance of
workspace, electrical installations, fire protection, prohibited activi-
ties and conduct, and the employee’s actions in the event of a work-
place injury);

employee training for safe work from home/remote work and dig-
itization of the entire training process and work from home related
administration;

a distinct separation of the employer’s responsibilities, obligations
and rights, in relation to the application of measures for safe work
from home or remote work.

If it is not possible to regulate the conditions of work from home or
remote work by bylaws whose adoption is mandated by the Law, it is
recommended to further supplement the Law in that section, given the
trend of growth and development of work from home or remote work,
which necessitates appropriate measures and procedures for safe and
healthy work.

During the adoption of bylaws, it is necessary to consult the economy
as well, in order to share practical experiences and problems in the
application of certain legal norms, and thus prevent the unilateral pro-
posal of norms that are difficult or almost impossible to apply in prac-
tice. Also, it is necessary to arrange the processes in accordance with the
general intention to digitize legal processes and procedures as much
as possible.

2021 V
2021 V
2021 V
2021 V
2023 V
2023 N
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There have been no major amendments to the Labour Law
(“Official Gazette of the Republic of Serbia,” Nos. 24/2005,
61/2005, 54/2009, 32/2013, 75/2014, 13/2017, 113/2017, and
95/2018; hereinafter: the Labour Law) since 2014, when sig-
nificant reforms were introduced in the field of labour law.

In the meantime, over the past ten years, practice has
shown that the solutions contained in the current Labour
Law do not meet the real needs of employers and employ-
ees. Moreover, a significant number of provisions of the
Labour Law impose excessively complex administrative,
organizational, and financial obligations on employers,
which hinder business operations.

Specifically, it is necessary for the Labour Law to:

enable the use of electronic documents and electronic sig-
natures for the efficient and flexible administration of legal
documents arising from the employment relationship;
introduce flexible conditions for work outside the em-
ployer's premises, with the aim of ensuring efficient
work organization and optimizing labour costs;
regulate contracts for the engagement of pupils and
students for internships;

provide for more rational conditions for determining the
length of annual leave;

clarify the provisions governing amendments to agreed
employment conditions (@annexes), in order to ensure le-
gal certainty;

amend the complex salary structure, in order to simplify
payroll calculation and protect employers from the high
costs arising from the payment of compensation of salary;
provide for more flexible conditions for suspension
from work and a simpler procedure for termination of
employment, in order to reduce the employer’s admin-
istrative burden.

Furthermore, since the adoption of the 2014 amendments
to the Labour Law until today:

certain provisions of the Labour Law have remained un-
aligned with EU Directives;

employers and employees continue to face numerous
practical difficulties due to ambiguities in the interpreta-
tion and application of insufficiently precise provisions;

case law, partly as a result of provisions subject to vary-
ing interpretations, remains inconsistent.

In the past year, there have been no improvements, given
that the Labour Law has not been amended, while the
problems related to its application have only continued to
grow in practice.

It is necessary to significantly amend the Labour Law, both
by aligning it with EU Directives and by addressing the prob-
lems that employers and employees encounter in practice.

Some of the most significant problems in the application of
the existing provisions of the Labour Law have been carried
over from previous years:

1. Legal uncertainty concerning the (im)possibil-
ity of using electronic signatures and electronic
documents.

The Electronic Document, Electronic ldentification and
Trust Services in Electronic Business Act stipulates that
an electronic signature may not be denied validity or evi-
dential value solely on the grounds that it is in electronic
form, and that a qualified electronic signature has the same
legal effect as wet signature. The said rule does not apply
only where a separate statute prescribes that certain legal
actions cannot be carried out in electronic form. Although
the Labour Law does not stipulate that legal documents
arising from employment cannot be issued in electronic
form or signed electronically, certain provisions implicitly
create doubt as to whether the electronic form and elec-
tronic signature are legally valid. Namely, the Labour Law
provides that the employer is obliged to “hand over” one
copy of the employment contract to the employee, which
raises the question of whether it is possible to “hand over”
an electronic document and, if so, what constitutes hand-
over. Furthermore, the Labour Law explicitly allows for
the issuance of decisions on annual leave and pay slips in
electronic form, which raises the question of whether this
means that other documents, for which such a possibility
is not explicitly prescribed, cannot be issued in electronic
form. Therefore, the current Labour Law is not harmonized
with the Electronic Document, Electronic Identification and
Trust Services in Electronic Business Act.



2. Flexible organization of work.

The statutory solutions that enable flexible work currently
do not meet the wishes, needs, and practical possibilities
of employers and employees. First, work from home and
remote work, as two categories of work performed outside
the employer’s premises, are not defined at all in the Labour
Law. It is also unclear whether the Labour Law allows for
the introduction of occasional work outside the employer’s
premises, without the obligation to conclude an annex to
the employment contract, based on conditions established
in the employer’s general acts and through communication
between the supervisor and the employee. Although Arti-
cle 50, paragraph 2 allows an employee to work part of their
working hours from home, this provision is not adequate for
implementing a hybrid work regime. The Labour Law also
does not provide for the possibility of transitioning from work
performed at the employer’s premises to work performed
outside those premises, and vice versa. Finally, there are no
guidelines regarding the reimbursement of costs incurred
in connection with work performed outside the employer’s
premises. Namely, it is unclear whether the obligation to agree
upon “reimbursement of other work-related expenses and the
manner of determining them” means that the employer must
foresee such “other expenses,” or whether the parties may
jointly agree on the (non)existence of such “other expenses.”

Regardless of the type of employee engagement, the provi-
sions regulating overtime work are rather restrictive and should
be amended to allow for a higher level of flexibility concerning
the introduction of overtime and the manner of compensating
overtime work (by expressly prescribing the possibility of com-
pensation not only through extra pay, but alternatively, through
hours or days of paid leave). Flexibility is particularly important
in the case of employees in managerial positions.

3. Criteria for annual leave.

The Labour Law prescribes that the statutory minimum of 20
working days of annual leave is to be increased in accordance
with mandatory criteria (professional qualification, work expe-
rience, working conditions, and work performance), which is
impractical and administratively burdensome for employers.

4. Amendment of agreed employment conditions to
change the elements for determining the base salary.

Employers face difficulties in applying Article 171, paragraph
1, item 5 of the Labour Law, which provides that the employer
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may offer the employee an amendment to the agreed
employment conditions (annex) for the purpose of changing
the elements for determining the base salary. When prescrib-
ing this reason for amending agreed employment conditions,
the legislator had in mind a situation in which the base salary
with the employer is determined by applying a coefficient and
the minimum wage. However, such a method of determining
salary is outdated and is rarely applied in the practice of the
private sector. Namely, in the private sector, the base salary is
most often agreed as a fixed amount, determined by taking
into account the working conditions, as well as the knowledge
and skills required to perform the specific job. For that reason,
the cited statutory provision creates a dilemma as to whether
itis possible to change an employee’s base salary in situations
where such a change is not the result of changes in the “ele-
ments for determining the base salary,” given that, in practice,
these elements are almost never specified.

Furthermore, Article 107, paragraph 1 of the Labour Law pro-
vides that the base salary is determined based on the condi-
tions, established by the internal rulebook, necessary for per-
forming the duties for which the employee has concluded an
employment contract and the time spent at work. Therefore,
it is unclear from the wording of the Labour Law whether the
elements for determining the base salary are the same as the
conditions for determining the base salary, and it is also unclear
which general act must establish those conditions or elements,
whether they are to be set out in the rulebook on employment
or in the rulebook on job classification. The aforementioned
ambiguities and inconsistencies in the statutory provisions
lead to problems in practice when employers wish to offer
employees a change in the amount of the base salary, since,
in the absence of clear statutory norms, many employers have
not determined or have not clearly determined the elements
or conditions for determining the base salary. Accordingly,
due to these unclear and inconsistent statutory provisions, the
employer faces the problem of lacking a formal legal basis to
offer the employee an amendment to the agreed base salary.

5. Structure and calculation of salary and salary
compensation.

According to the Labour Law, salaries consist of pay for
work performed and time spent at work, pay based on the
employee’s contribution to the employer’s business suc-
cess (rewards, bonuses, etc.), and other employment-re-
lated income, in accordance with the general act and the
employment contract. Furthermore, the portion of the sal-
ary for work performed and time spent at work consists of
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the base salary, performance-based pay, and extra pay. All
the above elements are elabourated in detail by the gen-
eral act and the employment contract. The above struc-
ture is extremely complex and prevents foreign companies
operating in Serbia from implementing their standardized
salary policies in the same manner as they do in other coun-
tries where they operate. Instead, companies are forced to
apply the complicated salary structure and calculation sys-
tem prescribed by domestic legislation.

Such a structure brings no real benefit to employees, as
employers, when contracting the base salary, take into
account other payments they are required to make (e.g.,
vacation allowance, meal allowance). In this way, employ-
ees ultimately receive the same total amount of salary that
the employer planned, regardless of whether it is expressed
through a single salary category or divided among several.
Therefore, it is necessary to simplify the salary structure
and the salary calculation.

Additionally, calculating salary compensation based on the
average salary from the previous 12 months often results
in the salary compensation being higher (usually due to
bonuses paid) than the salary the employee would have
received if they had been working during that same period.
This prevents companies from planning their budgets and
negatively affects employees, who are aware that they will
receive higher pay during their absence than they would
have earned had they been working.

6. Internships for high school pupils and students.

Article 201 of the Labour Law provides for the possibility of
engaging persons under a contract on professional train-
ing and a contract on professional development. However,
in order to conclude a contract on professional training, it is
necessary that a law or rulebook prescribe the performance
of aninternship or the taking of a professional examination,
while the conclusion of a contract on professional devel-
opment requires that a special regulation prescribe profes-
sional training for work in a particular profession or special-
ization. As a result, the use of such contracts is, in practice,
extremely limited and rare, especially in the private sector.

Internships, that is, the engagement of high school pupils and
students who wish to develop and acquire certain practical
knowledge and skills for personal development and easier
future employment, have remained outside the scope of the
Labour Law. Therefore, in practice, employers encounter diffi-

culties in engaging young people for learning through prac-
tice in a manner that ensures legal certainty. In the absence
of an appropriate form of contract through which pupils and
students could be engaged, employers most often use tem-
porary and occasional work contracts to carry out student and
pupil internships, given that the flexible legal nature of such
contracts allows for it, even though the legislator’s intent was
not for this contract to be used for that purpose.

7. Content of the offer for reassignment to another
appropriate position.

Article 171, paragraph 1, item 1 of the Labour Law provides
that the employer may offer the employee an amendment
to the agreed employment conditions (annex) for reassign-
ment to another appropriate position, due to the needs
of the work process and work organization. Case law has
taken the position that an offer to conclude an annex to the
employment contract must include a detailed explanation
of the specific needs of the work process and organization
that have led to the necessity of transferring the employee
from one (appropriate) position to another. Given that the
Labour Law does not prescribe an obligation to provide a
detailed explanation of the needs of the work process and
organization, yet case law insists upon it, employers face
uncertainty regarding the mandatory content of the offer.

8. Termination of employment due to technological,
economic, or organizational changes, abuse of the
right to absence due to temporary incapacity for
work, use of alcohol, subjective and objective limita-
tion periods, notice period in the case of termination
by the employee, termination of employment con-
tracts with a probationary period

Article 179, paragraph 5, item 1 of the Labour Law provides
that an employer may terminate an employee’s employment
contract if, due to technological, economic, or organizational
changes, the need for performing a specific job ceases or the
volume of work decreases. While the Labour Law regulates
the procedure relating to so-called mass redundancies, which
entails the obligation to adopt a redundancy program, it fails
to regulate the procedure for so-called individual redundan-
cies. It is also unclear whether this ground for termination is
applicable to employees with fixed-term contracts.

Even in relation to the regulated procedure for resolving
collective redundancies, numerous uncertainties arise.
For example, it is unclear whether the employer must first



amend the rulebook on job classification or first adopt the
redundancy program. This issue is particularly relevant given
that in recent years several decisions of the Supreme Court
of Cassation have been published interpreting the redun-
dancy procedure and the sequence of such actions in dif-
ferent ways, precisely due to the aforementioned gaps in
the Labour Law, which further increases legal uncertainty in
the application of this law. Additionally, various doubts arise
regarding the implementation of employment measures,
especially in cases of retraining and requalification.

The Labour Law insufficiently specifically regulates the
termination of employment due to abuse of the right to
absence arising from temporary incapacity for work, as well
as in cases of reporting to work under the influence of alco-
hol or other intoxicating substances, or in cases of their use
during working hours, which creates dilemmas in practice.

The subjective and objective limitation periods (six months
from the date of becoming aware of the facts/one year from
the occurrence of the facts) are too short, which is particu-
larly evident for employers with a large number of employ-
ees, complex structures, and processes, as well as for those
employers who can only initiate the termination procedure
once internal controls have established the complete fac-
tual situation. For these reasons, in complex cases, statu-
tory deadlines are often exceeded, leading to situations
where employees who have seriously violated work duties
or failed to observe work discipline remain employed.

A major problem is the inability to agree upon a notice
period longer than 30 days in the event of termination
by the employee, particularly when hiring a director or
another member of management, who is very difficult to
replace within such a short time frame.

In addition, it often happens that an employee simply stops
coming to work because they have entered into an employ-
ment relationship with another employer. In such a case, the
previous employer is required to carry out the entire pro-
cedure for terminating the employment contract due to a
breach of work duties and work discipline, which demands a
serious investment of time and resources, even when, based
on data from the social insurance system (i.e., based on the
deregistration by the previous employer due to the employ-
ee’s registration under an employment relationship with a
new employer), itis clear that the employee has implicitly ter-
minated their employment contract. Furthermore, the previ-
ous employer is obliged to file a request for determining the
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employee’s insurance status in order to align the deregistra-
tion date from social insurance with the date of termination
of the employment relationship with the employer.

In practice, in cases of termination of employment during
a probationary period, pursuant to Article 36, paragraphs 3
and 4 of the Labour Law, courts have taken the position that
the reasoning of the termination decision must state that the
employer has applied the procedure applicable to termination
of employment due to underperformance and incompetence,
as provided in Article 171, paragraph 1, item 1 of the Labour
Law, which entails the obligation to provide detailed instruc-
tions for improving the employee’s work performance and to
allow an additional period forimprovement before terminating
the employment contract. Such a requirement, resulting from
the insufficiently clear wording of Article 36 of the Labour Law,
completely undermines the purpose of probationary period.

9. Absence of guidelines for determining the minimum
compensation payable by the employertotheemployee
in cases where a non-compete clause is agreed for the
period upon termination of employment.

Article 162, paragraph 2 of the Labour Law provides that a
non-compete clause applicable after termination of employ-
ment may be agreed upon if the employer undertakes via the
employment contract to pay acompensation to the employee.
Given that the Labour Law fails to provide guidance on deter-
mining the amount of such compensation, there is a risk that
courts may find that the employer and employee have agreed
upon a disproportionately low amount and therefore declare
the provision establishing the restriction null and void.

10. Reinstatement of an employee following annulment
of a termination decision.

Thereis uncertainty as to how an employer should act when
an employee succeeds with a claim seeking annulment
of a termination decision, and the employer is obliged to
reinstate the employee, yet within its organizational struc-
ture there is not an appropriate vacant position to which
the employee may be assigned. Namely, employers are
uncertain whether they have the option to declare such an
employee redundant and pay severance, which should be
clarified by law.

11. Delivery of employment-related documents.

The current statutory solution concerning the delivery of
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employment-related documents is excessively complex,  The current statutory solution is insufficient, as the Labour
particularly given that it requires physical delivery of docu-  Law does not specify what constitutes a change of employer,
mentation for nearly all employment-related acts, which,in  which creates dilemmas and legal uncertainty in practice.

the context of modern communication tools, represents an

archaic and impractical solution. In addition to the problems identified in the Labour Law, the
Employment Records Act is outdated, and modern solutions
12. Change of employer. must be implemented.

Digitalization of legal documents arising from employment. It is necessary to amend the Labour Law to allow
for: (a) the use of electronic documents and electronic signatures (issuance of acts and entering into contracts)
in employment matters, (b) the electronic delivery of such documents, (c) the conduct of formal communication
between employerand employee by electronic means (viaemail oranother channel of electroniccommunication),
and (d) the use of an electronic notice board, electronic records, and similar tools.

Also, we think it is necessary to amend the Employment Records Act by regulating the obligation to preserve
employment-related documents (instead of maintaining records), determining a maximum retention period of
up to five years after termination of employment, providing for the possibility of storage in electronic form, and
prescribing the proper method of archiving employee files created in paper form.

Flexible conditions for work outside the employer’s premises. It is necessary to clarify the distinction between
work from home and remote work.

Itis necessary to enable the employee and the employer to agree that the employee may perform part of their working
hours outside the employer’s premises, not only from home. It is also necessary to provide for a simple transition from
work performed at the employer’s premises to work performed outside those premises, through entering into an
annex to the employment contract. In cases where the change of work regime is temporary or occasional, it should be
permitted to implement such change without the obligation to conclude an annex (in which case the provisions of the
employer’s general acts would directly apply to the conditions of work performed outside the employer’s premises).

We propose a relative approach to the “place of work” as a mandatory element of the employment contract, by
introducing, for example, a “primary place of work.”

It is necessary to introduce general principles governing the reimbursement of expenses for work performed
outside the employer’s premises, in order to clarify whether such expenses are to be determined by the employer
or are subject to negotiation between the employee and the employer.

The grounds forintroducing overtime work should be expanded beyond cases caused by sudden and unexpected
circumstances. The employer and the employee should be free to agree on the reason and purpose of overtime
work, as well as the manner of compensating the employee for overtime (through extra pay or through hours or
days of paid leave). When negotiating salary levels with managers who, as a rule, earn significantly higher salaries
than other employees because they assume a higher level of responsibility, the employers should be allowed to
agree with such managers that the salary includes compensation for any potential overtime work.

Abolition of mandatory criteria for extra days of annual leave. Instead of prescribing mandatory criteria for
extra days of annual leave in advance, it would be much simpler if the Labour Law left to the employer the option
to independently determine, through a general act, the criteria for increasing annual leave that aligns with the
specific employer’s organization, or if the Labour Law simply increased the statutory minimum, while abolishing
the obligation to apply the criteria for extra days.
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Rational structure of salary and salary compensation. Work performance portion of the salary should be
prescribed only as a possibility, not as a mandatory component of salary. The base for calculating salary
compensation during absence from work should be equal to the base salary increased by extra pay on account
of years of service. It should be stipulated that the employer may offer an amendment to the agreed employment
conditions in order to change the agreed base salary, and not only to change the elements of the base salary.

Flexible engagement of pupils and students for internships. It is necessary to provide appropriate flexible
modalities for engaging high school pupils, students, and other persons outside employment for the purpose of
acquiring practical knowledge and experience in a real working environment, advancing their careers, and facilitating
future employment. This can be achieved by amending Article 201 of the Labour Law, which regulates contracts on
professional training and professional development. The competent ministry may establish all necessary mechanisms
for preventing abuse of this legal instrument, if such abuse was the reason for introducing the restrictions in Article
201 of the Labour Law, which currently prevent the use of these types of contracts for internship purposes. When
implementing amendments to the Labour Law, it is necessary to take into account the existing provisions of the Dual
Education Act and the Dual Study Model in Higher Education Act, which regulate the conditions for internships of high
school pupils and students.

Alternatively, student internships may be regulated by a separate statute on internships. The draft of that law,
which was subject to public consultation, contained inadequate provisions under which interns could undertake
internships within a certain period after completing their studies, for work in a profession corresponding to the
level of qualifications acquired. Such wording leaves room for interpretation that students, during their studies,
would not be able to undertake internships in professions requiring higher education (since, at that moment,
they have only completed secondary education). Such a solution defeats the purpose of internships. It remains
to be seen what the final version of the future law will be and whether it will constitute an adequate legal basis
for the work engagement of students.

More flexible conditions and procedures for termination of employment. It is necessary to: (a) extend the
limitation periods, setting the subjective period at one year and the objective period at three years, (b) extend the
maximum duration of the notice period in the case of termination by the employee to 60 days, (c) enable employers
to issue, in the form of an electronic document, decisions on employees’ rights, obligations, and responsibilities,
including those imposing sanctions (termination or a less severe disciplinary measure) or releasing the employee
from responsibility, as well as to deliver all such decisions electronically, (d) stipulate that if an employee refuses
to receive a decision on the employer’s premises, the decision shall be deemed delivered, (e) allow the employer
unilaterally to release the employee from the obligation to attend work during the notice period (when such a
notice period is prescribed or agreed), while paying salary compensation equal to the employee’s base salary
proportionate to the number of working days from which the employee is released, (f) regulate the procedure for
termination of employment due to technological, economic, or organizational changes - redundancy — when there
isan obligation to adopt a redundancy program (for example, whether the employer must first amend the rulebook
on job classification or first adopt the redundancy program), and when there is no obligation to adopt such a
program, clearly specify the employer’s obligations (whether there is an obligation to adopt any document prior to
the termination decision, whether there is an obligation to apply employment measures and how such measures
should be applied, etc.), and explicitly clarify whether this ground for termination may also apply to employees with
fixed-term contracts, (g) specify the conditions for termination of the employment contract due to abuse of the right
to absence arising from temporary incapacity for work and the use of alcohol and other intoxicating substances,
(h) define that entering into employment with another employer who has registered the employee for insurance,
without previously submitting a written resignation to the prior employer, shall be considered termination of the
employment contract with the previous employer by the employee, effective as of the first day the employee fails to
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report to work for the employer. It is necessary expressly to permit the inclusion of a contractual penalty clause for
failure to comply with the notice period, given the frequent dilemmas in practice concerning this issue.

Termination of an employment contract with a probationary period. Article 36 of the Labour Law should
be amended to clarify: (a) that the employer is not obliged to grant the employee on probation any additional
period to improve their performance; (b) that, in the case referred to in Article 36 paragraph 4, it is not necessary
for the employer to provide any explanation as to why the employee failed to demonstrate appropriate work and
professional abilities, but that the employer may issue only a declaratory decision stating that the employee’s
employment shall terminate on the date of expiration of the probationary period.

Introduction of guidelines for defining the minimum compensation payable by the employer to the employee
for post-termination non-compete. Article 162 paragraph 2 of the Labour Law should be amended by introducing
guidelines for determining the minimum amount of compensation for a post-termination non-compete obligation
(for example, the amount of compensation may not be lower than, for instance, 1/3 of the agreed base salary in effect
on the date of termination of employment, for each month during which the post-termination non-compete period).

Clarification of the procedure for reinstating an employee. Article 191 of the Labour Law should be supplemented
to clarify that, if a court issues a final and binding decision ordering the employer to reinstate the employee, and
the employer has no vacant position within its organization to which the employee may be assigned, the employer
may declare the employee redundant within the meaning of Article 179 paragraph 5 item 1 of the Labour Law, with
severance pay.

Clarification of the delivery of employment-related documents. Article 193 of the Labour Law should be
supplemented to clarify that the provisions governing the delivery of a termination decision under Article 185
of the Labour Law apply to all employment-related acts, including the offer and annex to the employment
contract. It should also provide for the possibility of electronic delivery of employment-related documents where
employees use electronic communication tools in their work or in communication with the employer.

Change of employer. Article 147 of the Labour Law should be clarified to specify what constitutes a change of
employer, that is, which situations (in addition to status changes prescribed by the Companies Act) represent a
change of employer.

same rules to all industries, regardless of their key differences.
In that respect, the legislature’s disregard of the fact that some
industries require full working ability caused significant chal-
lenges for employers, which will be difficult to overcome.

There were no significant changes in the field of PwD employ-
ment and inclusion in relation to the previous period regard-
ing legislation activities. The impression is that neither the
Since the adoption of the Law in 2009, the goal of the legisla-  legislature, nor the implementing institutions have made this
ture has been to raise awareness and increase employment of  legislative area a focus of their attention. Positive progress can
persons with disabilities (PwD) in allindustries, by applyingthe  be seen in forming of various organizations and platforms



with focus on this topic. It is a significant effort of such organ-
izations to make this group of candidates visible on the mar-
ket, as well as to bring their needs closer to Employers. These
efforts could give good results in the future.

Problems remain the same and are reflected in the
following:

The problem for employers is the lack of staff that would
apply for jobs appropriate for PwD.

Working in some industry sectors (such as construction,
private security, manufacturing, etc.) requires specific
medical fitness and it is therefore practically impossible
to employ PwD.

Failure to carry out the classification of business activities
of employers that, due to their nature, cannot be subject to
the application of the Law in the same way as business ac-
tivities not requiring special medical fitness or special men-
tal or physical abilities of employees for certain jobs. Fur-
thermore, companies selling services rather than products,
where employees with special mental and physical charac-
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teristics are a key factor in performing core business activ-
ities, are unable to meet the requirements set by this Law.

The Law on Vocational Rehabilitation and Employment
of Persons with Disabilities is in conflict with the Law on
Private Security. The latter stipulates that, starting from 1
January 2017, private security activities can only be carried
out by persons with an appropriate license the acquisition
and maintenance of which requires appropriate mental
and physical abilities. This especially applies to employees
handling weapons, who are required to undergo annual
health check-ups. Thus, companies from the private secu-
rity industry are additionally prevented from complying
with provisions of the Law on Vocational Rehabilitation
and Employment of Persons with Disabilities.

Although there is a possibility for current employees to
undergo an assessment of their working ability to be
recognized as PWD, in practice such a procedure is very
complex and administratively cumbersome, as it includes
the submission of numerous documents by the employ-
ee and the involvement of different state authorities with
somewhat overlapping powers within just one procedure
(the National Employment Service [NES] and the National
Pension and Disability Insurance Fund [NPDIF].

Because the regulations listed herein are considered particularly important and vital for attracting and maintaining
foreign investments, and given that the very purpose of this Law is the inclusion of PwD, the FIC previously provided
and is still putting forth a number of suggestions on how to improve the situation. To this end, here we underline the
most important recommendations on how to improve the existing legal framework and practice:

Classify business activities subject to a limited application of the Law, due to their specific nature (e.g. private
security, manufacturing, construction, etc.), meaning that in these activities the number of PwD the employer must
hire should be calculated relative to the number of employees in jobs that do not require special medical fitness
pursuant to the law and/or nature of the business activity and that can be performed by employees with disabilities.

The assessment of and the issuing of a decision on working ability should be performed by the same body to
accelerate the procedure. We suggest that the procedure and decision-making should be accelerated and the list
of documents required by the authorities from the employee be reasonably decreased.

We believe that a more efficient manner for increasing the employment rate of PwD would be to incentivize

employers with subsidies for their employment.
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The employment of foreigners is regulated by the Employ-
ment of Foreigners Act from 2014 and the Foreigners Act from
2018. The last amendments to these acts entered into force
in August 2023, whereas the implementation of the most sig-
nificant changes was postponed until 1 February 2024. In the
meantime, bylaws were adopted in January 2024.

Following the amendments to the relevant legislation in
2023, foreigners who require a visa for a longer stay in Ser-
bia (the co-called visa D) are now allowed, on the basis of
that visa, not only to stay, but also to work in Serbia. Visa
D is issued upon the foreigner’s request, and the decision
must be made within 15 days, with the possibility of exten-
sion to up to 30 days from the date of submission of com-
plete documentation, if there are justified reasons for it.

Also, the procedure for obtaining temporary residence
and a work permit in Serbia has been simplified through
the introduction of the so-called integrated permit, i.e. per-
mit for temporary residence and work of a foreigner in the
Republic of Serbia. An integrated permit is issued upon the
request of either the employer or the foreigner, decided
by the competent authority within 15 days from the date
of receipt of a complete application. The application must
be submitted exclusively online, via the Welcome to Serbia
website. The process is handled jointly by the Foreigners
Office and the National Employment Service (“NES”).

A foreigner holding a visa D may be registered for man-
datory social security insurance starting from the date of
obtaining the visa, while a foreigner who does not require
a visa may be registered only after the approval of the inte-
grated permit request, based on a certificate confirming
the initiation of the permit issuance process.

There is a relatively broad set of exceptions under which
approved temporary residence allows a foreigner to work
without obtaining an integrated permit. These include,
for example, family reunification with an immediate fam-
ily member who is a citizen of Serbia or a foreigner with
permanent residence, an integrated permit, or temporary
residence; volunteering; ownership of real estate; etc.

As of March 2025, in accordance with the Rulebook on Visas
and the Rulebook on Submission of Applications for Issuing
Visas Electronically and Approval of Visas, it is possible to
register a foreigner with a visa D for social security insur-
ance using a temporary registration number, whereas in
practice it was possible to register foreigners in the previ-
ous period.

In the previous year, by far the biggest challenge in prac-
tice has been the significant delay in issuing integrat-
ed permits. Namely, although the Foreigners Act pre-
scribes a 15-day deadline from the date of submission
of the request for the issuance of an integrated permit,
the authorities issued the permits only after an average
of three to four months from the date of submission of
the complete request, while in some cases it took more
than five months. This delay has serious consequences
for foreigners who do not need a visa D, because, dur-
ing this period, they are not able to establish employ-
ment relationship, to generate income in Serbia or open
a bank account. There are also consequences for the or-
ganization of the work of employers, who cannot plan
their business.

Through the Welcome to Serbia website, the Foreign-
ers Office often issues to applicants vague and unclear
requests for the supplementation of documentation
or requests the resubmission of documents that were
already submitted with the initial application. Addi-
tionally, there have been instances where the NES has
directed foreigners and employers to other authorities
regarding requests for additional documentation, citing
lack of access to data from the submitted application,
instead of the NES and Foreigners Office achieving full
mutual cooperation and obtain the necessary informa-
tion and documentation ex officio, as prescribed by law.

Submitting a request for a labour market test, which is a
necessary step in the process of obtaining an integrated
permit based on employment in Serbia, is complicated
due to the unreliability of the eUprava system. The re-
quest is submitted electronically, via the eUprava web-
site, and can be submitted only by a director using his
electronic certificate, or by another person authorised
by the director using the same website and his electron-
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ic certificate. The director, as a rule, does not want to
submit a request for each foreigner individually, howev-
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er, the eUprava system is unreliable, making it unneces-
sarily difficult to grant authorisation to another person.

Strict compliance with the statutory deadline for issuing an integrated permit.

Improving the operation of the eUprava and Welcome to Serbia websites, and better cooperation and coordination
of the authorities that participate in obtaining of the documentation required for issuing an integrated permit.

The Act on Conditions for Secondment of Employees to
Temporary Work Abroad and their Protection (“Second-
ment Act”) has been in effect since 13 January 2016, reg-
ulating secondment of employees abroad by a Serbian
employer for the purpose of temporary work or vocational
training and development abroad. The Secondment Act
defines the following types of secondment: (i) performance
of investment and other works and provision of services,
pursuant to a business cooperation agreement or another
adequate basis; (i) work or professional training and devel-
opment at the employer’s business units established
abroad, pursuant to a secondment enactment or another
appropriate basis; and (iii) work or professional training and
development in the context of intra-company movement
pursuant to an invitation letter, intra-company movement
policy or another appropriate basis (which includes second-
ment to a foreign employer that has a significant equity in
the Serbian employer or exerts controlling influence over
the Serbian employer, or to such foreign company whichis,
together with the Serbian employer, under the control of a
third foreign company).

The Secondment Act does not apply to business trips
abroad which last for up to 30 days continuously or up to

90 days with interruptions within a calendar year. In 2016,
the Ministry of Labour issued an opinion which states that
the employer can refer its employees to business trips
abroad irrespective of the said limitations, if such business
trips do not fall under one of the cases (i) - (iii) from the
previous paragraph (e.g. business trip abroad for the pur-
pose of negotiations with a potential business partner and
concluding a business cooperation agreement).

An employer can second abroad only its employees,
and not persons engaged outside employment. The
employer and the employee must conclude the amend-
ments to employment agreement regulating the terms
of secondment abroad (the mandatory elements are
prescribed by the Secondment Act). The employee must
be employed at the employer which is seconding the
employee for at least three months prior to secondment
(except in case secondment assumes work which falls
within the employer’s core business activity, and if the
number of employees to be seconded does not exceed
20% of the total number of employees at the employer;
furthermore, the exception also applies in certain cases
of secondment to Germany).

An employee may be seconded abroad only with his writ-
ten consent. When the possibility of secondment abroad
is stipulated in the employment agreement, no additional
consent is required, but the employee may refuse second-
ment abroad for justified reasons prescribed by the Second-
ment Act (e.g. during pregnancy). The initial duration of
secondment is limited to 12 months, with the possibility
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of extension. In case of secondment of fixed-term employ-
ees, the duration of secondment may not exceed the term
of their employment, and the time spent on secondment
does not count toward the maximum statutory duration of
fixed-term employment.

The employer must register the change of the seconded
employee’s social security insurance ground in the Central
Registry of Mandatory Social Security Insurance, and state
the host country, as well as any subsequent change of the
host country.

There were no positive developments in this area in the
past period, compared to the previous edition of the White
Book.

Although the Secondment Act provisions do not apply
to business trips abroad the duration of which does not
exceed 30 days continuously or 90 days in total within a
calendar year, in practice of a large number of employers,
this limitation is inadequate when it comes to managerial

positions which require frequent business trips for the pur-
pose of performing work for the employer abroad, since
the employees who work at managerial positions are often
required to be on business trip abroad for more than 90
days in total within a calendar year.

Limiting secondment abroad for the purpose of vocational
training and development only to the employer’s business
units abroad, and only to a group of entities affiliated with
the employer based on equity or control, has been dis-
puted in practice. By not allowing secondment for the pur-
pose of vocational training and development at the compa-
nies abroad that are not related to the domestic employer
based on equity or control, but on some other basis (e.g.
contractual relationship), the movement of employees
seeking training and development abroad is an unneces-
sary constraint.

The Secondment Act prohibits secondment abroad of
employees under the age of 18 (unless another statute
regulates otherwise). This limitation is unnecessary, hav-
ing in mind that secondment for the purpose of vocational
training and development can be useful for employees
between the age of 15 (the statutory condition for estab-
lishing employment) and 18.

We recommend extension of the maximum period employees at managerial positions are allowed to stay abroad
on the basis of referral to business trip, without application of the Secondment Act to up to 180 days in total
within a calendar year, instead of the currently applicable 90 days.

We recommend allowing secondment abroad for the purpose of vocational training and development also to
the entities which are not necessarily related to the employer by equity or control.

We recommend allowing secondment abroad of employees under the age of 18.




The Staff Leasing Act (“Official Gazette of the Repub-
lic of Serbia”, no. 86/2019) (“Staff Leasing Act”) entered
into force on 1 January 2020 and became applicable on
1 March 2020. This is the first time that staff leasing and
staff leasing agencies’ work are regulated in Serbia. The
Staff Leasing Act regulates the rights and obligations of
leased employees employed at a staff leasing agency,
equal treatment of leased employees regarding cer-
tain employment rights and rights arising from work,
the conditions for temporary employment, the opera-
tion of the agencies, the conditions for staff leasing, the
relationship between an agency and a beneficiary and
the obligations of an agency and a beneficiary towards
leased employees. However, the Staff Leasing Act cre-
ated certain problems, such as those connected with
the notion of comparative employee, the limitation of
the number of leased employees who are employed for
a fixed term with an agency that a beneficiary can lease,
and the presumption of staff leasing.

Although there have been no amendments to the Staff
Leasing Act, the amendments to the Employment of For-
eigners Act (“Official Gazette of the RS”, nos. 128/2014,
113/2017, 50/2018, 31/2019, and 62/2023), which came
into force on August 4 2023, and became applicable on
February 12024, introduced a novelty in the field of staff
leasing. Namely, the Employment of Foreigners Act now
allows for so-called “temporary employment” of a for-
eigner, i.e. leasing of a foreigner to a beneficiary for tem-
porary performance of work for that beneficiary.

The Staff Leasing Act prescribes that a beneficiary can
engage leased employees who are on a fixed-term
employment contact with the staff leasing agency only
if the number of such leased employees does not exceed
10% of the beneficiary’s total workforce. This provision
has many negative effects. Prior to the adoption of the
Staff Leasing Act, one of the reasons for staff leasing was
that there are industries in which the volume of workload
is uncertain, i.e. there are sudden decreases and sudden
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increases of workload. In such industries, the beneficiary
needs to engage leased employees for a fixed-term,
during the increase of the workload, and during such
times the number of the leased employees the benefi-
ciary needs can easily exceed 10% of the beneficiary’s
total workforce. With the adoption of the Staff Leasing
Act, this can no longer be done because it is not realistic
that staff leasing agencies will employ people for indef-
inite-term in order to lease them to the beneficiaries for
a fixed-term. This leads to an increase in the number of
persons engaged on the basis of the agreement on tem-
porary and periodical work (directly or through a youth
cooperative). Workers engaged on this basis are less
protected than leased employees under the Staff Leas-
ing Act (persons engaged based on the agreement on
temporary and periodical work are not guaranteed the
same work conditions as comparative employees at the
beneficiary). Reduced flexibility in engaging staff in Ser-
bia certainly discourages potential and existing inves-
tors. Limiting the number of fixed-term employees that
a beneficiary can lease from a staff leasing agency prac-
tically obviates the need for staff leasing agencies on the
Serbian labour market.

The concept of a comparative employee from the Staff
Leasing Act introduces legal uncertainty and potentially
leads to the violation of the basic principles of the labour
legislation. Namely, the Staff Leasing Act defines a com-
parative employee by developing the basic idea of the
Directive 2008/104/EC (harmonization with the Direc-
tive 2008/104/EC was one of the goals when adopting
the Staff Leasing Act). However, the Staff Leasing Act
prescribes that, when there is no comparative employee
at the beneficiary, the leased employee’s base salary
cannot be less than the base salary of the beneficiary’s
employees who have the same degree of professional
qualification or same qualification level as the leased
employee. This solution is not in the spirit of the Direc-
tive 2008/104/EC. In addition, a potential consequence
of this solution is that leased employees and the benefi-
ciary’s employees, who have the same degree of profes-
sional qualification, would be entitled to the same base
salary even if their jobs are different (the complexity of
the job, and responsibility are not taken into account).
This is contrary to the equal pay for equal work principle.

The Staff Leasing Act introduces the presumption of
staff leasing, according to which a person who does the
work for the beneficiary or at the beneficiary’s prem-



WHITRBO0K

ises but has an employment agreement or other type of
engagement agreement with another employer, is con-
sidered a leased employee unless proven otherwise. The
Staff Leasing Act, therefore, does not recognize situa-
tions in which a beneficiary and another employer have
a business cooperation agreement, service agreement,
construction agreement etc., on the basis of which the
employees of another employer work for the benefi-
ciary or at the beneficiary’s premises. The possibility to

rebut the presumption (“unless proven otherwise”) does
not offer sufficient legal certainty, i.e. it unnecessarily
shifts the burden of proof to the beneficiary. Having in
mind that the Staff Leasing Act defines staff leasing in
detail, and determines who can be considered a leased
employee, the staff leasing presumption is unnecessary,
and can result in practice in unwarranted misdemeanour
proceedings and expose the beneficiaries to unneces-
sary costs of overturning the statutory presumption.

We recommend deletion of Article 14 of the Staff Leasing Act, which limits the number of employees employed
at the staff leasing agency on a fixed-term basis that a beneficiary can lease.

We recommend deletion of Article 2 paragraph 5 of the Staff Leasing Act, which regulates situations in which

there is no comparative employee at the beneficiary.

We recommend deletion of Article 17 of the Staff Leasing Act, which prescribes the staff leasing presumption.

Human capital in Serbia is one of the most important
resources for the economic growth and development of
our country. In the past period, a certain improvement of
the educational system was visible, which contributed to
the increase of better qualifications of the workforce. The
country’s universities and colleges offer a wide range of
programs and occupations, and there is a visible increase in
the number of young people completing higher education.
However, Serbia is facing serious challenges such as brain
drain, where highly skilled labour goes abroad in search of
better business opportunities and life. This directly affects
the reduction of labour availability within the country.

Highly skilled people, as well as people with a lower level
of education for basic jobs, are very challenging to hire
and retain because they leave the country trying to find
better paying work abroad. On the other hand, there is a
constant need for additional investments in training, devel-

opment and improvement of the workforce to respond
to the changes and demands of the modern labour mar-
ket. All activities aimed at encouraging entrepreneurship,
developing the IT sector, promoting education and greater
involvement of young people in innovative projects can
significantly improve the state of human capital in Serbia
and contribute to long-term economic growth.

In the first quarter of 2025, the employment rate increased
to 51.4% (Republican Bureau of Statistics - Labour Force
Survey, Q1 2025) while the unemployment rate was 9.1%.

The participation of the active population in the labour
market also increased to 56.6%, which indicates a slight
increase in economic activity.

A drop in informal employment was also recorded to 11.5%
in total, i.e. 6.0% in non-agricultural activities.

In addition to all of the above, the situation on the labour
market is becoming more and more challenging. In the
previous period, the biggest challenge for companies was



finding and attracting candidates, as well as retaining exist-
ing employees. Such a trend is visible for a longer period of
time. He points out that companies have big challenges on
how to keep existing employees on the one hand, and on
the other hand how to attract better candidates from the
labour market. The educational structure and the labour
market point to the fact that it is challenging to find can-
didates who can meet the challenges in high, professional
and strategic positions, while there are more and more
challenges in finding candidates for lower executive posi-
tions as well. Retaining highly skilled workers and develop-
ing own resources are still very popular trends, given the
market conditions.

Also, despite a slight drop in the brain drain index from 6.0
(2023) to 5.9 (2024), the departure of young, educated peo-
ple is still a serious challenge (TheGlobalEconomy.com -
Human Flight & Brain Drain Index).

The lack of employees is felt in all industries. This deficiency
is evident both in the number of necessary executors and
in their professional structure. There is a noticeable lack of
competence, knowledge and skills for various positions in
all activities. These problems become major organizational
challenges for companies.

A special challenge is the increase in total labour costs due
to the growth of average wages by about 13% compared
to the same period last year (Trading Economics - Serbia
Wages Growth).

Another visible segment that we accepted from the previ-
ous period was working from home as an important ben-
efit that employees often use. This type of work ceases to
be dominant, and its representation is rapidly decreasing.
The reasons for this are different, and from the IT industry
that used it the most, it becomes just one benefit and the
possibility to allow employees to work from home 1-2 times
a week.

This trend further strengthened in 2025 - working from
home is still present, but as a selective convenience, not a
standard way of working (sources: business portals, FIC HR
Committee).

The unemployment rate varies in the territory of the Repub-
lic of Serbia, which, in many ways, reflects the state of the
economy in different parts of the country, and unemploy-
ment is still the lowest in the territory of Vojvodina, which
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is why employers in the territory of this autonomous prov-
ince face a great challenge in the recruitment and selection
of suitable personnel.

Also, some municipalities in eastern and southern Serbia
are experiencing an increasing challenge, which are expe-
riencing an increase in young people who are not involved
in education or work - the so-called The NEET population
(15-29) is 15.7% in Q1 2025 (Republican Bureau of Statistics).

The unemployment rate in the entire country in the
first quarter of 2024 was around 10.1%, while employ-
ers have increasing challenges to find, attract and retain
the workforce, especially quality candidates, especially
in the field of IT where major changes and movements
are visible that have led to employers becoming more
cautious when investing in new technologies and hiring
more people.

This prudence continued in 2025, and in addition to selec-
tive hiring, there is also a greater investment in upskilling
and reskilling of existing employees (FIC and HR company
reports).

Finally, despite the economic crisis that has affected the
whole world, the minimum wage in Serbia has been
increased in 2025 as well - from 230 to 271 dinars per hour,
that is, from 40,020 to 47,154 dinars per month (Govern-
ment of the Republic of Serbia, decision on the minimum
wage in 2025).

Certain changes related to the state’s efforts to support
employment in all industries are visible.

In 2025, the Government of the Republic of Serbia contin-
ued the implementation of active employment measures
in cooperation with the National Employment Service
(NES), which include subsidies for self-employment, voca-
tional training programs, public works, as well as programs
aimed at groups that are more difficult to employ (NES pro-
grams for 2025).

The budget for active employment measures in 2025
amounts to 7.5 billion dinars, which is an increase com-
pared to the previous year, and enables the inclusion of
more than 20,000 unemployed persons in various forms of
support (NES, 2025).
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The focus of the program is increasingly moving towards dual
education and connecting the education system with the
labour market, through projects in partnership with the econ-
omy, especially in the manufacturing, craft and IT sectors.

From 2025, it is mandatory to include the economy in the
development of high school curricula in technical profiles,
in accordance with the new Law on Dual Education (Minis-
try of Education of the RS, 2025).

Special attention is paid to the development of digital skills
and retraining in the IT sector through the continuation of
the “My First Salary” and “IT Retraining” programs in coop-
eration with EIB and private partners, whereby trainings
are oriented to the specific needs of employers - Digital
Agenda 2025.

In 2025, measures to support returnees from the diaspora
were intensified - including tax breaks for companies that
employ them, as well as grants for self-employment for
returnees from abroad, in cooperation with UNDP and IOM
(International Organization for Migration) (IOM Serbia, 2025).

The digitization of the labour market and the competence
base, as well as the improvement of the online platform of
the NES, contributed to greater availability of information
on vacancies and the matching of supply and demand, thus
increasing the efficiency of employment.

In addition, employment programs for young people
under 30 now include more specialized training and certi-
fication - including green skills, energy management and
sustainable development, in line with Serbia’s climate goals
and green agenda (GIZ and Ministry of Environmental Pro-
tection, 2025).

A particularly encouraging trend is the increase in the num-
ber of female entrepreneurs, thanks to programs support-
ing female entrepreneurship, which include credit lines
with subsidized interest and mentoring support (sources:
Development Fund, EIB and Development Agency of
Serbia).

Despite the numerous efforts of the Government and the
legislation to stand in the way of the negative appearance
of the problem of the grey economy and illegal work, it is
still very current.

According to data for the first quarter of 2025, about 11.5%
of employees work in the grey zone, and in non-agricul-
tural sectors that share is 6% (RZS - Labour Force Survey,
Q1 2025).

This phenomenon is particularly pronounced in small and
medium-sized enterprises in the hospitality, construction
and agriculture sectors.

The number, age structure and qualifications of labour inspec-
tors are one of the key challenges that the state must face.

At the level of the whole of Serbia, inspection services do
not have sufficient capacity to effectively cover the grow-
ing number of economic entities, especially in rural areas
and unregistered zones.

Unfair competition, unfair market competition in various,
especially low-profit industries and a large number of eco-
nomic entities that do not fulfil basic legal and fiscal obli-
gations towards employees and the state, as well as unpre-
dictable labour costs, represent a major obstacle to the
development of the market as well as human capital.

The education system still needs to be improved and better
connected with the business community.

Despite the advances through dual education and the
introduction of more flexible profiles, there is still a signifi-
cant gap between the needs of the economy and the offer
of educational institutions.

In this way, the gap between education and the needs of
employers would be reduced, and the image of the Repub-
lic of Serbia as a desirable investment location would be
improved.

Digital and green skills have not yet been systematically
introduced into secondary education, and higher educa-
tion is slow to react to changes.

It is necessary to promote more the importance of educa-
tion at all levels, because it is a generator of the develop-
ment of society, economy and the whole country.

Dropout rates and NEET rates (15-29 years - 15.7%) fur-
ther indicate insufficient motivation and the connection
between schooling and employment prospects (RZS, 2025).
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It is necessary to encourage the trend of rejuvenating the
population as well as stimulate the migration of human cap-
ital within the Republic of Serbia in order to equally develop
underdeveloped areas and thereby reduce the gap in the
needs of the economy in different parts of the country.

Internal migration is still more motivated by migration to
larger urban centres, while rural and underdeveloped areas

record a decline in the working age population.

The decision of foreign investors to enter the market of a cer-
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tain country is conditioned by the quality and structure of
the labour force in the market as well as clear labour costs.

With the current situation and the planned amendments to
the Labour Law, there is a great need for amendments to
the Law in various areas.

In particular, the need to regulate remote work, flexible
forms of work, additional work, as well as mechanisms for
the protection of workers engaged through contracts out-
side of employment is highlighted.

The education system should continue to be improved. For that, it is essential to establish regular contact
between the Council and the Government, the ministries responsible for education, youth and sports, as well
as with universities. The Council and the business community in Serbia are ready to provide support and make
available their expertise and based on the analysis of the needs of the economy and the real sector, create and
establish new educational profiles, as well as regularly correct enrolment quotas at all faculties in accordance

with the needs of the market.

Define the legal framework for the employer-student relationship with the aim of simplifying the application of
students’ professional practice during regular schooling, including the creation of a contract model and tax relief

for employers.

Define the legal framework for the training of highly educated persons for independent work in the profession,
regardless of the acquisition of the requirements for taking a professional exam or doing an internship, which

would enable their faster inclusion in the labour market.

The employment action plan of the National Employment Service will define, redefine and expand the range of
educational profiles that will be covered by the employment policy, especially in the field of digital skills, green

economy and health care.

Create a plan for the internal migration of human capital within the territory of the Republic of Serbia, with
support through subsidies for resettlement, housing and employment in less developed parts of the country.

Reduce the burden on labour through tax reforms - especially wage contributions, in order to stimulate legal

employment and reduce the shadow economy.

Legally define and standardize all aspects of working from home, including working conditions, safety and
health, as well as reimbursement of expenses and working time.

Facilitate and promote supplementary work, including the possibility of additional engagement of employees in
accordance with the needs of the economy and the legal protection of workers' rights.
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The Law on Occupational Health and Safety (the Law) was
adopted on 28 April 2023 and entered into force on 7 May
2023, providing employers with a two-year transitional period
for compliance. By-law adoption was set for 18 months from
the effective date. To date, four rulebooks have been enacted:
on risk assessment at the workplace, inspection and testing of
work equipment and electrical installations, recordkeeping,
and preventive measures for working at height. Their applica-
tion has been postponed to 1 January 2026 to ensure efficient
implementation, with the support of the Chamber of Com-
merce of Serbia and the Employers’ Union of Serbia, both of
which have called for timely compliance.

However, during expert panels and conferences held on
the application of the Law and related by-laws, employers
have expressed significant uncertainty, particularly regard-
ing strict classification of high-risk workplaces (e.g., opera-
tion of internal transport equipment, vehicle driving, etc.),
issuance of work permits, and frequency of medical exami-
nations for employees operating vehicles.

Key improvements include clear definitions of work from
home and remote work, increased awareness through train-
ing, introduction of work permits for high-risk activities,
strengthened competence of occupational health and safety
advisors through mandatory continuous training, recogni-
tion of electronic records, mandatory employee insurance
for work-related injuries and occupational diseases, and an
enhanced role of the Labour Inspectorate. However, the
effects of the Law are not yet visible and will largely depend
on employers’ ability to align their operations by the extended
deadline forimplementing subordinate regulations, as well as
on inspection oversight and the willingness to consistently
enforce the Law’s provisions across all sectors.

The introduction of electronic records and registers of work-
place injuries represents a step toward reducing the admin-
istrative burden on specialists and increasing the efficiency
of government bodies. Clear delineation of the roles of safety
and health advisors and associates, definition of their compe-

tencies, setting minimum numbers relative to the activity and
number of employees, as well as the introduction of licensing,
establishing the foundation for improving expertise through
mandatory and continuous professional development.

The Law replaces the term “competency-based training” with
“training”, raising occupational safety standards. Emphasis is
placed on periodic instruction — annually for high-risk roles
and every three years for other positions. Additional instruction
is mandatory in cases of process changes, serious/imminent
risk, serious or fatal injuries, and for employee representatives,
managers, and users of personal protective equipment. The
Law also introduces an obligation for employers to ensure that
only employees with appropriate instructions and work per-
mits have access to hazardous zones. Furthermore, the regula-
tion on medical examinations has been expanded—alongside
initial, periodic, and control exams, targeted medical examina-
tions have been introduced. Employers are required to refer
employees for a medical check-up at their request at least once
every five years, in accordance with the assessed risks.

The Law also requires employers to adopt a workplace
safety and health rulebook that, in line with the specific
nature of their business, clearly regulates the rights, obli-
gations, and responsibilities related to occupational health
and safety, as well as the monitoring and enforcement of
safety measures, to ensure effective implementation of
safe and healthy working conditions.

Legal uncertainty and regulatory gaps persist regarding
work from home and remote work. The Law currently only
defines these work models and sets out a few general rules,
without regulating mutual rights and obligations between
employees and employers. It remains unclear whether fur-
ther regulation will be provided through by-laws. The current
regulatory framework allows employers greater flexibility
and competitiveness in the labour market, but clearer guide-
lines are needed. Since these work models are performed in
environments not directly controlled by the employer, it is
necessary to adopt by-laws that define the minimum obli-
gations of both employers and employees, with the involve-
ment of business community representatives in their draft-
ing. It is particularly important to regulate the distinctions
from employer’s premises, especially regarding working
conditions, risk assessments, and preventive measures.

Risks related to enforcing occupational safety in work
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from home/remote work require further legislative
attention. The constitutional right to the inviolability of
the home limits employers’ ability to directly inspect such
workspaces. However, this must not obstruct clear regula-
tion of safety obligations, such as proper electrical instal-
lations, lighting, accessibility, and ergonomics. This calls
for greater employee involvement and clearly defined
responsibilities adapted to work outside employer’s prem-
ises. Additional challenges arise with frequently changing
work locations, especially cross-border remote work, which
is generally not covered by current legislation and compli-
cates the application of standard safety measures.
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Workplace injuries occurring during work from home
or remote work introduce a range of legal and practi-
cal ambiguities. Due to the constitutional protection of
home's inviolability, employers lack the ability to verify
injury sites, relying solely on employee statements, which
complicates determining cause and context. It is also nec-
essary to prescribe specific codes for reporting such inju-
ries, along with a clear procedure for their reporting and
verification. Additionally, it should be clarified whether the
term “workplace” refers exclusively to the part of the home
where contracted work is performed, or also includes other
areas of the residence.

based and remote work, particularly:

administrative procedures;

objective of legal digitalization.

It is necessary to harmonize the regulations concerning the frequency of medical examinations for employees
who operate vehicles. The Law classifies vehicle operation as a high-risk position, requiring annual medical check-ups.
However, the Road Traffic Safety Law mandates such examinations for drivers every three years. This inconsistency
results in employees such as sales representatives being subject to stricter health monitoring than professional heavy
vehicle drivers. Amendments to the laws and/or the adoption of by-laws are needed to resolve these discrepancies.

Amendments to the Law and/or adoption of by-laws concerning working from home and remote work. The
Law provides for the adoption of by-laws to further regulate specific aspects of occupational health and safety. In
this context, it is recommended that, to the extent possible, the by-laws also cover the specific conditions of home-

The process for drafting a risk assessment act for work performed from home or remotely;

Procedures for implementing preventive measures and mechanisms for monitoring their application,
including identifying the causes of work-related injuries (especially regarding workplace ergonomics, lighting,
microclimate, adequate equipment, accessibility, stress management, maintenance, electrical installations, fire
protection, prohibited activities and behaviours, and employee actions in case of injury);

Training of employees for safe work from home/remote locations and the digitalization of training and related
A clear division of rights, obligations, and responsibilities between employer and employee concerning the

implementation of occupational health and safety measures for work from home and remote work;

If these issues cannot be fully regulated by by-laws, it is recommended to amend the Law, given the increasing
prevalence of these work models and the need to ensure safe and healthy working conditions;

When drafting such regulations, it is essential to involve representatives of the business community to reflect
practical experience and avoid overly rigid or impractical rules. All processes should also align with the broader



