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SUMMARY

The government’s decision in 2017 to embark upon a programme to build housing for members of the 
security forces1 was followed by the adoption of a “special law”2 that governs the implementation of this 
programme somewhat differently to existing regulations. The government’s decision was not properly 

from the point of view of legal proceedings.

The Law On Special Conditions for Implementing the Housing Construction Programme for Members 
of the Security Sector was passed in May 2018 and within the next year and a half it had already been 
amended twice. The Ministry of Finance adopted a bylaw regulating contract termination and recupera-
tion of costs in the event of a breach of obligations only in January 20203

had expired on 1 July 2018.

announced. The reasons for this come partly in the form of objective problems (e.g. the need to demine 
the sites) at some of the locations. 

It already seems likely that the construction of apartments will cost more than announcements claimed 

by governmental bodies and special purpose vehicles). The Government’s plans do not indicate if these 

be estimated that the project costs would be up to 20% higher than was envisaged at the beginning.

The special law introduced a complex system of project implementation that grants important roles to 
-

– one at each site.

-

have acted almost completely in accordance with regulations that would apply to them under the “regular” 
Law on Public Procurement. 

1  Ministry of Defence, “Solving housing issue for members of the security forces”, 11 December 2017. http://
www.mod.gov.rs/eng/11941/resavanje-stambenih-pitanja-pripadnika-snaga-bezbednosti-11941 
2  Zakon o posebnim uslovima za realizaciju projekta izgradnje stanova za pripadnike snaga bezbednosti [The 
Law on Special Conditions for Implementing the Housing Construction Programme for Members of the Security 

3 

of Serbia” 7/2020.
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The only exception in this regard is the obligation imposed by the law that 80 percent of the materials 
used be of domestic origin. This provision would otherwise be considered discriminatory and in contra-

-
4

That the special law has not been applied to a greater degree in order to circumvent standard public 
procurement procedures does not mean that the implemented procedures have been without their du-

-

-

support for this.

-

-

of state-owned companies.

CONSTRUCTION OF APARTMENTS FOR SECURITY 
SECTOR EMPLOYEES AS AN ILLUSTRATION OF 
BROADER ISSUES

In a nutshell: The project of state construction of residential buildings for employees in the security 
-

structural projects for political promotion.

Even though it was adopted in late 2012 as one of the cornerstone anti-corruption promises of the cur-
5 has been repeatedly compromised by its very 

en masse legal means which should only 

4  https://europa.
rs/srbija-i-evropska-unija/kljucni-dokumenti/sporazum-o-stabilizaciji-i-pridruzivanju/
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laws that govern only a single project.6

Large-scale infrastructure projects are exceptionally useful for political publicity purposes. This is evi-
7

8

infrastructure projects.

military is one of the institutions with the highest levels of public trust.9 In addition to it being potentially 
politically popular amongst the broader public to grant members of these services and the families of 

-
sion to favour one group of public sector employees (in this case by enabling them to purchase subsidised 

-

-

-

corruption that would not otherwise exist.

Transparency Serbia initiated a review of the law’s constitutionality – for violating the unity of the legal order in public 

Serbia’s Constitutional Court rejected the initiative, resorting to economic rather than legal reasoning. (Transparentnost 

7  
https://pescanik.net/zamagljivanje-funkcionerske-kampanje/

aktivnosti-2/pod-lupom/10712-funkcionerska-kampanja.
9 
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FROM ANNOUNCING THE PROGRAMME TO PASSING 
LEGISLATION

In a nutshell:
-

-
10 was adopted in the wake of numerous announce-

-

the limits of good taste.11

12 that a housing construction 

construction.

-

-
lowing spring.13

 reported in May 2018 that construction had not yet begun14. 

-

dynamic implementation plan for this project.”

10  Zakon o posebnim uslovima za realizaciju projekta izgradnje stanova za pripadnike snaga bezbednosti [The 
Law on Special Conditions for Implementing the Housing Construction Programme for Members of the Security Sector], 

11  Ministry of Defence, “Minister Vulin: The state again takes care of the people who take care of it”, 22/04/2019. 

12 https://insajder.net/sr/sajt/vazno/8666/Novo-obe%C4%87anje-Stanovi-u-Beogradu-za-550-evra-po-kvadratu.htm
13  Ministry of Defence, “Solving housing issue for members of the security forces”, 11 December 2017. http://
www.mod.gov.rs/eng/11941/resavanje-stambenih-pitanja-pripadnika-snaga-bezbednosti-11941
14 

  https://insajder.net/sr/sajt/tema/11260/
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could not adopt the planning documentation for the housing construction.15

announced.

WHAT IS SO SPECIAL ABOUT THE SPECIAL LAW?

In a nutshell:

New Rules in Comparison with the Law on Public Procurement
The Law on Special Conditions for Implementing the Housing Construction Programme for Members 

right for employees of security forces to obtain apartments under privileged conditions and to regulate 

in other laws.

also contains certain political declarations that cannot be considered as legal norms. The following article 

16 and “The implementation of this programme secures the overall development of the 
17

  Ibid.
 

17 
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The law also claims that all proceedings implemented on the basis of this law are deemed to be urgent.

Which members of the security forces can exercise the right to purchase more affordable housing

-

The developer -
18 These enterprises are to be established for each individual 

site. The developer for the utilities and other infrastructure within the residential complexes is also to be 
-

dential complexes leading up to the site boundary are to be developed by the local authority in which the 
residential complex is to be constructed.

Project management

-
tors and surveyors as needed. This enterprise will report to the developer on all of these activities and will 
also propose any corrective action that needs to be taken.19

The law states that resources for the production of lacking urban planning documentation may 
be provided -

authorities but merely enables them to do so. They would have to elaborate why such a decision is in the 
-

20

expropriation required for the construction of the res-
idential complexes. It is envisaged that the cost of construction will be precisely determined upon the 
completion of the building permit schematics and construction documents.

It is envisaged that the list of potential future homeowners will be drawn up and that a ministerial 
decision is mandated.21 This list should be updated biannually and is to be submitted to the established 
enterprise. 

 
19 
20 
21 
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-

of occupancy is issued. The proceeds from the sale of the affordable housing units are considered reve-

who exercises their right to purchase a residence in accordance with this law is obliged to continue their 
employment for the next ten years and may not divest themselves of the residence within the next ten 
years. The prohibition of divestment also applies to other users (e.g. family members). 22

The procedure for conducting public procurement

or one of state-owned enterprises established for the implementation of this project. It is envisaged that 
open public procurement procedure -

the construction of the residential buildings and ancillary infrastructure within the residential complexes. 
-

vision not been included in the law.

time limits stipulated for individual activities are different (shorter)  from usual. 
23

published. 

submitting 
a statement.24 25 from the best bidder is pre-
scribed as a possibility rather than an obligation.  It is problematic  that the contracting authority does not 

request for the protection of 
[bidders’] rights does not halt further public procurement activities by the contracting authority. In the 

Law 
-

-

-
-

22 
23 
24 

  Such as that there is no tax debt, that they have certain number of machines and employees etc. Instead of 
evidence, bidders are submitting “full liability statements”. This is an option in general procurement regulation.
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26.

selection of bidders is carried out by the contract-

enterprise.27

the cost of construction per square metre must not exceed the dinar 
equivalent of 500 euros

case of force majeure -
prises established in each city where the project is implemented) – determines the purchase price of 

 of a residential building at each individual site.

The Government decides on individual locations for the construction of residential complexes upon 

-
ment.28 City and municipality authorities are obliged to ensure that urban planning documents are adopted. 

from domestic producers -
29

It is envisaged that the city or municipality authorities may exempt the developer from their obliga-
tion to pay zoning contributions30

to communal utilities and other infrastructure.

The implementation of provisions of this law is to be overseen by the ministry responsible for construc-
tion affairs.31

-

residual value”32. 

 
27 

 
29 
30 
31 
32 
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-

33 The 
sponsors of the law have claimed that members of this sector are the largest group with unresolved hous-

the Preparation Commission for Proposals for the Housing Construction Programme for Members of the 

-

and the overcoming of all potential problems that may arise during the implementation phase itself”34

in some locations – even two years after the law  had been adopted.

entities”35

but only indirectly the use of construction materials produced domestically. 

amount excludes value added tax.36

This projection of the costs includes expenditure for the construction of utilities at the proposed sites 

necessary for the implementation of this law will be determined upon completion of the building permit 
schematics.

In an analysis of the impact of the law37 -

33  Predlog zakona o posebnim uslovima za realizaciju projekta izgradnje stanova za pripadnike snaga 

34 
  Ibid.
 

37 
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-
ernmental institutions – was considered. It is good to note here that public sector employees in Serbia are 

The Government anticipated that the law will have a direct impact on members of the security forces 

-

reintroducing temporary use of state-owned housing for security sector employees.

In a nutshell: -

-

transparency.
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What the Public Learned from Media Reports

-
tractor and oversight and with all those working on the project”38

39

200 apartments were being built and site preparation and foundation works were underway for two build-
40

Changes to the law passed in July 2019  broadened the category of people who have the right to apply 

million euros.41

42.
43

deadline for completion has been pushed back due to the removal of explosives from the site. The same 

-

Sremska Mitrovica.44

 
http://www.rts.rs/page/stories/sr/story/125/drustvo/3604659/kako-

tece-izgradnja-stanova-za-pripadnike-snaga-bezbednosti.html
39 
40 
41 

Prosirena-lista-pripadnika-snaga-bezbednosti-koji-mogu-da-konkurisu-za-stanove.html
42  “The list of members of security forces who are eligible for housing is extended” (2019).
43 “
forces], Tanjug/Dnevnik, 27 October 2019. https://www.dnevnik.rs/ekonomija/naslovi/gradi-se-1530-stanova-za-pripadnike-
snaga-bezbednosti-27-10-2019
44  Ibid.
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would be tasked with the construction of housing for security forces personnel.45 These reports add that 

-

the obvious inconsistency of the Government forming enterprises in seven towns for construction in six.

statement of January 2019.46

-
dustry. From this it can be surmised that addressing the housing needs of security forces personnel was 
chosen as the least controversial option from the point of view of state investment and the resolution of 

Works in Niš and Vranje
-

47 was estimated at 630 million dinars 

-

-

that the construction of these units would cost far more than the price at which they would be sold (the 

-

extent to which it diminishes competition and whether it affects some of the domestic companies that 
the government intended to indirectly assist through the procurement.

 

 http://www.novosti.rs/vesti/naslovna/ekonomija/aktuelno.239.html:760517-Vlada-
osniva-preduzeca-za-izgradnju-jeftinih-stanova)

 
 http://www.politika.rs/sr/clanak/419460/Ekonomija/Izradnja-jeftinih-stanova-pocinje-

krajem-januara
47 Public procurement 
Portal
http://portal.ujn.gov.rs/Dokumenti/JavnaNabavka.aspx?idd=2074720
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-
-

number of employees for the uninterrupted execution of works”.48

The bidder’s commercial capacity is evidenced by the contractor having completed construction works 

offer for corrections during the warranty period.

products and materials are sourced from domestic manufacturers. It was not stated how these claims 

by value).

-

share of 1.2 percent.49

-
ceptable.

agreement between the bidders on joint execution of a contract). One of the possible answers is that the 
bidders correctly estimated the costs and knew that no one could work with the ministry’s calculation of 

-

  Public procurement 2074720.
49 
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50 -

-
cent more than the Government of Serbia had estimated the deal was worth.

-

been corrected to increase competition. If a greater number of companies  had not participated because 

should have been re-evaluated to make this government contract more competitive.

-
tracting authority had conducted a market analysis and concluded that it would be able to attract bids for 

bidders had taken place.

-

increase.

51

-

The government approved expenditure of 1.4 billion dinars plus value added tax for the construction of 

2018. It is interesting that the approved amount is greater than the cost of the apartments by around 

dinars remained on the budget line to which these procurements belong.

  
Portal portal.ujn.gov.rs/Dokumenti/JavnaNabavka.aspx?idd=2074712
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-
thority allowed the bidder six days to “supplement its bid to the extent to which the bid that had been 
deemed unacceptable would become acceptable”. The new offer was exactly the same as the initial one 
and remained the same through three rounds of negotiations.

-

may only accept an offer that is higher than the estimated value of the procurement if the offered price 
is not greater than a comparable market rate. This is why the Ministry consulted the (publicly owned en-

and that the offered price was comparable to the market rate. The contract was awarded on the basis of 

of the works was 20 percent lower than what was later deemed to be “comparable to the market rate”. In 

Transportation provided an inaccurate evaluation.

-

as to what other expenditures remained unrealised due to this. Given that the work on the other sites was 

Problems in Vranje
Implementation of this project ran into problems even before construction had begun in earnest. In 

-

bribes during selection of subcontractors”.52 -

had made a more favourable offer for the supply of concrete”.

53

 

  Ibid.
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It is worth noting here that the part of the Law on Public Procurement which was not repealed by the 
special law provides no possibility for hiring subcontractors that are not listed in the bid that was awarded 
the government contract.54

-
dal that erupted in 2013 in his home country. The owner of this company was said to be one of three 
prominent businessmen who were arrested at the time on suspicion of illegal activities pertaining to 

55

by the country’s president visited Turkey. On that occasion a memorandum of understanding was signed 

Belgrade-Sarajevo highway56

was no reference to the provisions of the intergovernmental agreement or memorandum – instead the 
tender was organised on the back of provisions of the special law.

Procurement of Works in Other Towns
-

ried out by companies formed in the meantime by the Government of Serbia.

-
the projected costs of the procurement were not made 

public ahead of contract awarding -

the publishing of projected costs could only have served to increase competition and reduce space for 
speculation.

 
 

  Ibid.
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57

-

-

more stringent in order to limit competition.

was submitted at the same time as the initial offer and just three minutes before the deadline.

group of contractors to be selected.58 -
diture was 61 million dinars (7.5 percent) lower than anticipated.

the bids was rejected as unacceptable because it lacked a bank guarantee of the offer’s seriousness. The 
remaining bids differed on price.59

 

 
http://kjn.rs/wp-content/pdf/566-2019odlukark.pdf

 available (in Serbian only) at Public Procurement 
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60

completion of works.

-
-

ed no bids.

-
ity announced a “decision on awarding the contract through negotiated procedure without issuing a call 
for bids”61

was published under its rightful name.

Procurement by the Ministry of Construction

62 the Ministry of Construction entrusted the task of clearing out cluster munitions and 

19.5 million.

2 2” (it 

 
Portal http://portal.ujn.gov.rs/Dokumenti/JavnaNabavka.aspx?idd=2236967

 

Portal ]http://portal.ujn.gov.rs/Dokumenti/OdlukaODodeliUgovora.aspx?idd=2286900&idp=2236967&vz=2
 

http://portal.ujn.gov.rs/Dokumenti/DodelaUgovora.aspx?idd=2285876&idp=2250669&vz=2
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such machines will show defects within a shorter production run.

Procurement63

ministry awarded a contract for management of the Housing Construction Programme for Members of 

other companies.

The Government Conclusion dated 7 June 2018 gave the investor the right to execute works for the 
Ministry of Construction. The law prescribes that the project manager be a legal entity engaged by the 

The Ministry of Construction obtained approval from the Ministry of Finance for a multi-year manage-

2.

 
Area and number of apartments by city – Phase I

 
Procurement Portal http://portal.ujn.gov.rs/Dokumenti/JavnaNabavka.aspx?idd=2057191
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against potential participants.

64

they destimulated greater competition.

contracted costs was negligible and the only bidder was the CIP Institute of Transport.

65

tender led to savings of 25 percent.

-

minimal.

 
https://www.021.rs/story/Novi-Sad/Vesti/222865/Za-

razminiranje-dela-Jugoviceva-spremljeno-68-miliona-dinara.html
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THE TRANSPARENCY (OR LACK THEREOF) OF THE CON-
STRUCTION COMPANIES

The Formation of Special Purpose Vehicles

-

-

66

-

-
tion forms. This is also the only place on the internet where at least some information on the ten newly 

conducts its own procurement through the Public Procurement Portal and its own website.67 It can be 
concluded that this joint website is the website of these state-owned companies as they are listed at the 

-
able on the site. 

no public procurement plans have ever been published by these companies.
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68

69

70

Sremska Mitrovica 19071

72

73

CONCLUSION

-
sion to address the housing needs of security sector employees in this way and not through some other 

estimated that the project costs would be up to 20% higher than was envisaged at the beginning. Procure-

  https://www.ssb-srbija.rs/gradovi/vranje/
  https://www.ssb-srbija.rs/gradovi/nis/

70   https://www.ssb-srbija.rs/gradovi/kraljevo/
71  https://www.ssb-srbija.rs/gradovi/sremska-mitrovica/
72   https://www.ssb-srbija.rs/gradovi/kragujevac/
73  https://www.ssb-srbija.rs/gradovi/novi-sad/


