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Abstract

The real estate market in the Republic of Serbia represents one of the key segments of
the economic system, while at the same time constituting an area characterised by significant
challenges and an increased risk of various forms of unlawful activities. The high value of
transactions, complex property-law relations, insufficient transparency, and the pronounced
role of institutional actors make the real estate sector particularly susceptible to phenomena
such as real estate fraud, money laundering, illegal construction, abuse of contractual
relations, and environmental crime related to construction and demolition activities. The aim
of this paper is to analyse, in a comprehensive and systematic manner, the current state,
identify and systematise key challenges in the real estate sector in the Republic of Serbia
from the perspective of preventing unlawful activities, relying on the analysis of the
macroeconomic, institutional, and regulatory environment. Based on publicly available data
from relevant international and domestic institutions, the paper places special emphasis on
the analysis of risks, weaknesses, and threats that may generate or facilitate unlawful
activities, while also highlighting the role of international institutional indicators as meta-
signals shaping foreign investors’ risk perceptions and investment decisions towards real
estate sector in the Republic of Serbia. In this context, prevention mechanisms, the role of
competent institutions at various levels of government, and relevant legislative frameworks
are examined and discussed in detail. This paper contributes to a more comprehensive
understanding of the potential connection between the real estate market and unlawful
activities, emphasising the importance of a preventive approach that includes strengthening
mechanisms and institutional coordination, improving legal certainty, and applying modern
technological solutions in order to reduce risks and enhance the integrity of the real estate
market in the Republic of Serbia.
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AHAJIN3A AKTYEJIHOI' CTAIbA, U3A30BA U
INPEBEHLHUJE ITPOTUB3AKOHUTUX AKTUBHOCTH
Y OBJIACTH HEKPETHHUHA Y PEITYBJIMLU CPBUJU

Arncrpakr

Tpxumre HekperHuHa y PemyOmuuu CpOuju mpencTaBiba jeaH OF KIJBYYHHX
cerMeHaTa eKOHOMCKOT CHCTeMa, ald MCTOBPEMEHO M 00JAaCT M3PaXCHNX H3a30Ba U
noBehaHoTr pH3nKa OJ] Pa3IMUNTHX OOJHMKA MPOTUB3AKOHUTHX aKTUBHOCTH. Bmcoka
BPEAHOCT TPaHCAaKIHja, CJI0KEHH MMOBHHCKO-TIPaBHU OJHOCH, HEJOBOJbHA TpaHCIa-
PEHTHOCT ¥ M3paKeHa yJIora HHCTUTYLIMOHAIHUX aKTepa YHHE CEKTOP HEKPETHHUHA I10-
TOJIHMM 32 I10jaBe Kao IITO Cy IpeBape y NPOMETY HeIOKPETHOCTH, IIpakbe HOBIIA, Helle-
rajHa Tpajiba, 3J10ynoTpeda YrOBOPHUX OZHOCA M CKOJOLIKH KPMMMHAI IOBE3aH ca
rpahemeM u pyniemeM odjekara. LIusb oBor paza je anann3a Ha CBeOOyXBaTaH U CUCTE-
MaTH4aH Ha4MH aKTYEJHOT CTamba, HACHTH(UKALMja U CHCTEeMaTH3alllja KJbYYHHX U3a-
30Ba y obyactu HekpeTHuHA y PermyOmuimm CpOuju U3 MEepCIeKTHBE MPEBEHIIHjE MPO-
TUB3aKOHUTUX aKTUBHOCTH, Y3 OCJIamhambe Ha aHATN3Y MaKpOEKOHOMCKOT, HHCTHTYIIH-
OHAJTHOT U PETYJIaTOPHOT OKpY>kera. Ha 0CHOBY jaBHO JOCTYNHHUX IO/aTaKa peyieBaHT-
HUX MehyHapomHuMX M gomahmx WHCTHTYLHja, paj CTaBjba IocebaH akleHaT Ha aHa-
JM3y PU3HKA, CTIA00CTH M NPETHH KOje MOTY I'€HEepUCATH WM OJaKIIaTH MPOTUB3aKO-
HMTE aKTHBHOCTH, TIPH YeMy Ce yKasyje U Ha yJIory MehyHapoIHUX (MHCTHTYLMOHAI-
HMX) MHIMKaTOpa Kao0 MeTa-OKBHPA KOjH yTHYE Ha HEPLEHLHjy PU3HUKa H HHBECTHIH-
OHE OJUTyKE CTPaHUX WHBECTUTOPA y CEKTOPY HekpeTHHHa y PermyOmmiu Cpouju. Y Tom
KOHTEKCTY, J€TaJbHO C€ aHAIM3UPAjy M pa3MaTpajy MEXaHHU3MH MpPEBEHILHjE, yJjora
HaJUIeKHUX WHCTHUTYIMja Ha Pa3MYUTHM HHBOMMA BJIACTH y OBOM IpOIECy, Kao U
peJIeBaHTHHU 3aKOHOJaBHY OKBHPH KOjU Ce OJHOCE Ha OBY obuacT. Pax nompuHocu cBe-
o0yxBaTHHjeM U 00JbeM pasymeBamy Moryhe MmoBe3aHOCTH TP)KHUINTA HEKPETHUHA H
MOTEHIMjATHUX MPOTUB3aKOHUTHX aKTHBHOCTH, yKa3yjyhu Ha 3Hayaj IpPEeBEHTUBHOT
HPHCTYTIA, KOjH TT0pa3yMeBa yHanpehembe MexaHn3amMma 1 HHCTHTYLIMOHAIHE KOOP/IH-
Halyje, No0OJbIIIakhe MPaBHEe CUIYPHOCTH U MPUMEHY CaBPEMEHHX TEXHOJOLIKHX pe-
HIewka Y HHJbY CMabeha PU3HKa U jadarba HHTEIPUTETa TPXKHUIITA HEKpeTHHHA y Pe-
myOmmmm CpOuju.

KibyuHe peun: TpXHILTE HEKPETHHHA, TPEBEHIMjA MPOTHB3aKOHUTHX aKTHBHOCTH,
TpaBHa CHTYPHOCT, Jieraym3anja, Permyomika Cpouja.

INTRODUCTION

The real estate market represents a significant segment of contem-
porary economies, playing an important role in investment flows (Li, Xu,
Liu, Dong, & Dong, 2023), financial stability (Martyniak, 2023), and over-
all economic and social development (Alihodzi¢, 2024). At the same time,
numerous studies indicate that the real estate sector is among the areas most
vulnerable to fraud (Matveeva, 2020), money laundering (Barone, 2023),
and other forms of economic crime (Agaidarov, Sartaeva, Isatacva, &
Serik, 2024; Tarasenko, Stankovych, & Pozihun, 2024). This vulnerability
primarily stems from the high value of transactions, complex ownership
structures, and insufficient or limited market transparency (Barone, 2023;
Tarasenko, Stankovych, & Pozihun, 2024; Simovi¢ & Sikman, 2021).
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Both international and domestic literature suggest that various forms
of institutional weakness (Deniz, Kayalik, Kirtiloglu, & Polat, 2023), in-
consistent enforcement of regulations (Georgiadou & Ionica, 2025), as well
as complex administrative procedures (Ugalde, 2023), further increase the
risk of abuse in the real estate sector. These challenges are particularly pro-
nounced in the areas of urban planning (Koumpias, Martinez-Vazquez, &
Sanz-Arcega, 2022), permitting procedures, land administration and man-
agement (Bugarski, Milasinovi¢, & Milosevi¢, 2025). In such an institu-
tional environment, legal uncertainty and limited capacities of competent
(supervisory) authorities may have adverse effects on the investment cli-
mate (Deniz, Kayalik, Kirtiloglu, & Polat, 2023), as well as on the imple-
mentation of Environmental, Social, and Governance (ESG) principles
(Georgiadou & lonica, 2025).

Contemporary approaches to risk management in the real estate
market increasingly emphasise the importance of preventive actions
(Kosti¢, Kosti¢, & Milicevié, 2025). These actions include the improve-
ment of the legal framework, strengthening institutional coordination, and
the application of digital and technological solutions aimed at enhancing
transparency and reducing opportunities for abuse (Zhang, Ci, Wu, & Wi-
watanapataphee, 2024).

Building on these theoretical insights, the remainder of this paper
analyses the current state of the real estate market in the Republic of Serbia
as a starting point for identifying key challenges and for a comprehensive
consideration of potential mechanisms for preventing unlawful activities.

METODOLOGICAL APPROACH

The methodological approach of this paper is based on a qualitative,
descriptive-analytical, and review-based analysis of available secondary
data sources. The research includes an analysis of publicly available data
from domestic and international institutions, the regulatory framework of
the Republic of Serbia, national risk assessments, sectoral reports, as well
as relevant scientific and professional literature.

The paper applies methods of institutional analysis, regulatory anal-
ysis, comparative analysis, and synthesis of secondary sources, with the
aim of identifying key risks, institutional weaknesses, and preventive
mechanisms in the real estate sector. The subject of the analysis also in-
cludes an examination of the competencies, capacities, and mutual coordi-
nation of institutions involved in the regulation and supervision of the real
estate market, as well as a regulatory analysis of the legislative and by-law
framework governing real estate transactions, construction, urban plan-
ning, taxation, and anti-money laundering.

In terms of the time horizon, in addition to the most recent literature
from relevant international sources used in the paper, the analysis includes
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various time series and domestic institutional indicators, with a particular
focus on the largest urban real estate markets in the Republic of Serbia.

Based on the methodological framework described, the paper aims
to systematise existing knowledge, identify key challenges, and analyse
possible preventive and regulatory mechanisms in the field of preventing
unlawful activities in the real estate market.

Based on the presented theoretical insights, the paper starts with the
following research question:

How does the interaction of key institutional and regulatory
vulnerabilities affect the exposure of the real estate sector in the Republic
of Serbia to unlawful activities, and which preventive mechanisms can be
identified as the most relevant and, as such, contribute to the overall
improvement of the regulation of this sector with the aim of reducing these
risks?

ANALYSIS OF THE CURRENT STATE OF
THE REAL ESTATE MARKET IN THE REPUBLIC OF SERBIA

Key Indicators and Trends of the Real Estate Market
in the Republic of Serbia

Due to differences in the availability and nature of data sources, the
temporal coverage of the presented indicators varies long-term market
trends are analysed based on extended time series, while sectoral and insti-
tutional indicators are examined for a shorter, more recent period. The anal-
ysis is based on publicly available data provided by the Republic Geodetic
Authority (RGZ), Statistical office of the Republic of Serbia (RZS) and
other relevant institutions and is conducted with a particular focus on the
three largest urban centres in the Republic of Serbia—Belgrade, Novi Sad,
and Nis.

The real estate market in the Republic of Serbia has recorded strong
and accelerated growth over the observed period, accompanied by pro-
nounced cyclical fluctuations and a high concentration of activity in the
major urban centres. The total market value increased from EUR 2.9 billion
in 2017 to EUR 7.4 billion in 2024, with the highest level recorded in 2022
(Figure 1) (RGZ, 2018-2025). Following a correction in 2023, the market
resumed growth in 2024, indicating the continued investment attractive-
ness of real estate.

The number of concluded real estate sales contracts exhibits a long-
term upward trend, increasing from 84,745 transactions in 2014 to a peak
of 140,561 contracts in 2022, while 125,787 transactions were recorded in
2024 (Figure 2) (RGZ, 2018-2025). Such dynamics confirm a high level
of market activity, particularly during periods of elevated inflation and
increased demand for safe or relatively safer forms of investment.
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Figure 1. Total value of the real estate market in Serbia, EUR billion
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Figure 2. Number of real estate transactions in Serbia (2014—2024)

The spatial structure of the market indicates a pronounced degree of
centralisation. The city of Belgrade accounts for a dominant share of the
total transaction value, which increased from EUR 2.1 billion in 2020 to
EUR 3.5 billion in 2024, while the cities of Novi Sad and Nis$ record a
significantly smaller, yet stable growth in transaction volumes (Figure 3)
(RGZ, 2018-2025). These differences confirm a strong concentration of
investment activity and demand in the capital city, and a limited number of
the largest urban centres.
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Figure 3. Value of real estate transactions in selected Serbian cities,
EUR million

Residential property prices have been continuously increasing
across all observed cities. During the 2020-2024 period, the average price
of newly built residential properties in Belgrade rose from EUR 1,986 per
m? to EUR 2,435 per m? while the increase in prices of existing housing
stock was even more pronounced (Figure 4) (RGZ, 2018-2025). Similar
trends are observed in Novi Sad and Ni§, indicating a systemic pressure on
the residential segment of the real estate market.

3000

H Beograd (New
construction)
m Beograd (Existing housing)

2500

2000

® Novi Sad (New
1500 construction)
H Novi Sad (Existing
1000 housing)
‘ “ “ m Ni$ (New construction)
50 ‘
m Nis (Existing housing)

2020 2021 2022 2023 2024

(]

o

Figure 4. Average residential price per square meter in selected cities
(EUR/m?)
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Construction activity remains intensive, despite fluctuations in the
number of issued building permits, which reached a peak in 2023 with
31,216 permits, followed by a slight decline (Figure 5) (Statistical Office
of the Republic of Serbia, 2026a). The total constructed floor area in-
creased from 5.4 million m? in 2020 to 6.5 million m? in 2024, with growth
predominantly concentrated in the residential segment (Figure 6) (Statisti-
cal Office of the Republic of Serbia, 2026b).
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Figure 5. Number of issued building permits in Serbia, 2020-2025
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Figure 6. Total constructed area in Serbia (m?), 2020-2024
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Financing of real estate purchases increasingly relies on the availa-
bility of bank lending. The number of beneficiaries of housing loans in-
creased from 131,345 in 2020 to 164,761 in 2025, while the average loan
amount rose from RSD 3.5 million to RSD 4.8 million (Figures 7 and 8)
(Association of Serbian Banks, 2021-2026).
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Figure 7. Number of real estate purchases financed by loans, 2020-2025
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Figure 8. Average loan amount for real estate purchases (mil. din),
2020-2025

The data indicate that the partially regulated segment of the market
continues to account for a significant share of the total value of real estate
transactions, although its proportion declined from 34% in 2022 to 25% in
2024 (RGZ, 2023-2025). At the same time, partially regulated transactions
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are strongly concentrated in the primary market segment, where their share
amounted to 68% in 2022, 66% in 2023, and 53% in 2024, while the sec-
ondary market consistently accounts for only around 3% (RGZ, 2023—
2025). Such a structure confirms the assumption that key institutional and
legal risks are predominantly associated with the new-build segment of the
real estate market.
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Figure 9. Share of the partially regulated market in total, primary and
secondary real estate segments (%)

According to data from the interactive map of the GeoSrbija portal,
during the 2015-2016 period, nearly 4 million buildings across the territory
of the Republic of Serbia were recorded as not being registered in the real
estate cadastre, while in the 2020-2021 period the number of such build-
ings decreased to approximately 800,000 (RGZ, GeoSrbija, n.d.).

The presented indicators suggest that the real estate market in Serbia
developed during the observed period under conditions of strong demand,
rising prices, and high investment activity, but also with an increasing de-
pendence on the regulatory and institutional environment. To provide a
more systematic assessment of the internal and external factors affecting
the functioning of the real estate market, the subsequent section of the pa-
per applies a SWOT analysis, identifying the key strengths, weaknesses,
opportunities, and threats relevant to this sector.

SWOT Analysis of the Real Estate Market in the Republic of Serbia

To provide a more systematic assessment of the internal and external
factors affecting the functioning of the real estate market, this section of
the paper applies a SWOT analysis, identifying the key strengths, weak-
nesses, opportunities, and threats relevant to this sector.
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Table 1. Systematised SWOT factors of the real estate market
in the Republic of Serbia

Strength Weaknesses

A well-developed regulatory framework Insufficient effectiveness of inspection

in the fields of spatial planning, and supervisory control in practice

construction, and real estate transactions

Digitalisation of the cadastre and Fragmented institutional framework and

public registers (e-Cadastre) overlapping competences

Relative political stability and continuity Inconsistent enforcement of regulations

of urban development policies at the local government level

Centralised statistical and institutional Limited transparency of certain market

databases transactions

Continuous and structurally driven Insufficiently developed legal framework

demand in major urban centres for long-term and short-term rental markets

Developed housing finance Administrative complexity and lengthy

mechanisms procedures

Increasing application of sustainable Limited administrative capacities at the

and energy-efficient construction local level

practices

Developing urban and communal High share of partially regulated and

infrastructure unregulated market segments

Opportunities Threats

Further harmonisation of national Persistence of the grey and black market

legislation with the acquis of the in real estate transactions

European Union

Development of digital tools for Money laundering and economic crime

transaction monitoring and risk through real estate investments

assessment

Strengthening inter-institutional Illegal and unauthorised construction

cooperation

Urban revitalisation and activation of Rising construction costs and declining

brownfield and greenfield sites housing affordability

Development of PropTech solutions  Speculative capital inflows and price
volatility

Adoption of international standards ~ Legal uncertainty and prolonged court

(e.g. LEED, ISO) proceedings

Growing social and environmental Geopolitical and macroeconomic

awareness uncertainty

Incentives for energy renovation of  Environmental risks and spatial degradation

buildings resulting from inadequate construction

practices and(or) waste management

The results of the SWOT analysis indicate that, alongside its devel-
opment potential and investment attractiveness, the real estate market in
the Republic of Serbia is also characterised by numerous structural and in-
stitutional challenges, which represent potential sources of risk related to
unlawful activities. In this context, the subsequent part of the paper is de-
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voted to an analysis of these challenges, as well as to consideration of ap-
proaches and mechanisms for their prevention.

ANALYSIS OF CHALLENGES AND PREVENTION MECHANISMS
AGAINST UNLAWFUL ACTIVITIES IN THE REAL ESTATE SECTOR

The subject of the following analysis, within the context of this pa-
per, comprises a set of challenges that have been identified and jointly pre-
sented in Table 2. These challenges are further examined through four in-
terrelated areas: legal uncertainty in real estate transactions, investments
originating from the grey and black economy, illegal construction and le-
galisation processes, as well as environmental challenges associated with
construction and demolition activities.

In order to improve analytical precision, the identified challenges
are further classified within this analysis into three main categories: (a) un-
lawful activities in the narrow sense, which include specific forms of illegal
conduct such as fraud, money laundering, tax evasion, illegal construction,
and illegal waste disposal; (b) systemic or institutional risk factors, which
include structural weaknesses of the system, such as incomplete cadastral
records, fragmented institutional competences, weak supervision, and legal
uncertainty; and (c) preventive and regulatory measures and responses, which
refer to existing or potential mechanisms for reducing the identified risks.

Such a classification allows for a clearer distinction between unlaw-
ful activities themselves, the conditions that enable them, and the instruments
used for their suppression, thereby ensuring greater conceptual consistency
in the further analysis and in the presentation of the results in Table 2.

Legal Uncertainty in Real Estate Transactions

Legal uncertainty in real estate transactions in the Republic of Serbia
represents one of the key structural challenges and cannot be analysed in
isolation, but rather within a broader institutional and socio-economic con-
text. The level of legal certainty in this area is closely linked to the quality
of institutions, the rule of law, and the capacity of the state to ensure con-
sistent protection of property rights and contractual relations. Within the
scope of this analysis, these issues are examined through the lens of ‘big
data,” namely composite indices and indicators produced by relevant inter-
national institutions.

According to the Global Competitiveness Report of the World Eco-
nomic Forum, Serbia achieved a score of 60.85 out of a possible 100 points
in 2019, with weaknesses in institutional quality, protection of property
rights, and judicial efficiency identified as limiting factors of economic de-
velopment (World Economic Forum, 2019).
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Table 2. Key challenges in the context of unlawful activities
in the real estate sector in the Republic of Serbia
Challenge Short Description of Dominant Basis for Classification
the Challenge Risk Identification
Legal Ambiguous Fraud and Judicial and b
uncertainty in  contractual and abuse institutional
real estate ownership relations, practice
transactions increased risk of
fraud in transactions
Inconsistency  Incomplete cadastral Systemic Cadastral and b (c)
between factual records and institutional ~ administrative
and legal status  discrepancies risk data
between factual and
legal conditions
Money Integration of Financial National risk a
laundering illegally acquired crime assessment
through the real funds through
estate sector property acquisition
and legalisation
Investment of  Use of untaxed Fiscal risk National risk b
funds from the income in assessment
grey economy  construction and real
estate transactions
Grey economy  Non-registration of ~ Fiscal risk Tax b
in the rental rental contracts and framework
market rental income and estimates
llegal Construction without Urban Inspection data a
construction permits and planning and
supervision during  financial risk
the building phase
Inconsistent Legalisation without Systemic risk Administrative b (c)
legalisation of ~ comprehensive practice
buildings verification of
legality
Temporary Special connection  Safety risk Regulatory b
connections to  regimes for illegally framework
infrastructure  constructed buildings
llegal Improper disposal ~ Environmental Inspection a
management of and circumvention of risk practice
construction regulatory
waste requirements
Environmental = Systematic Environmental Institutional a
crime in the avoidance of crime practice
construction environmental
sector protection costs
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Similarly, according to the Rule of Law Index for 2025, published
by the World Justice Project, Serbia was ranked 96th out of 143 countries,
with pronounced deficiencies in judicial independence, which directly af-
fect legal certainty in real estate transactions (World Justice Project, 2025).

According to the Corruption Perceptions Index (CPI), Serbia scored
33 out of 100 points in 2025 and ranked 116th out of 182 countries and
territories (Transparency International, 2025), further deteriorating com-
pared to the previous year, when it ranked 105th. This score represents Ser-
bia’s lowest result since the introduction of the current measurement meth-
odology in 2012. In a regional comparison, Serbia for the first time occu-
pies the lowest position among Western Balkan countries, indicating a
long-standing and deepening problem related to the perception of corrup-
tion in the public sector.

According to the Global Organized Crime Index (GOCI) for 2025,
Serbia is ranked fourth among 44 European countries in terms of criminal-
ity, making it the lowest-ranked country in the region (Global Initiative
Against Transnational Organized Crime, 2025). At the same time, based
on the indicator of institutional resilience within the GOCI framework, Ser-
bia ranks 35th in Europe, pointing to limited institutional capacities for the
prevention and suppression of organised crime.

Findings of the Committee of the Council of Europe for the preven-
tion of money laundering (MONEY VAL ) indicate that the Republic of Ser-
bia has achieved a certain level of progress in risk assessment and criminal
prosecution. However, significant shortcomings remain in supervision and
in the effective use of financial intelligence, particularly in cases of money
laundering linked to high-level corruption and organised crime (Council of
Europe, MONEY VAL, 2025).

International indicators of legal certainty and institutional quality
have a direct impact on the investment climate, as they represent one of the
key reference frameworks for risk assessment and for decision-making by
foreign investors regarding capital allocation and participation in projects
within the territory of the Republic of Serbia, including the real estate sector.

Recommendations for Strengthening Institutional Prevention. En-
hancing legal certainty in real estate transactions requires strengthening in-
stitutional capacities in the areas of property rights protection, consistent
enforcement of regulations, and effective judicial protection, with particu-
lar emphasis on the independence and predictability of the judiciary. At the
same time, increasing transparency and integrity in procedures related to
urban planning and the issuance of permits constitutes a key precondition
for reducing legal uncertainty and the risk of abuse.

Reducing institutional risks associated with corruption and organ-
ised crime has a direct preventive effect on the investment climate, given
that international rule-of-law indicators represent one of the primary refer-
ence points for foreign investors’ decision-making. In this regard, systemic
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strengthening of the rule of law and institutional coordination contributes
to risk reduction and to the enhancement of integrity within the real estate
market.

Investments in Real Estate Originating from the Grey and Black Economy

Within the real estate sector, illegal and informal financial practices
encompass both the use of funds originating from the black economy and
investments derived from the grey economy. Funds from the black econ-
omy refer to proceeds generated through criminal offences, which are in-
tegrated into legal financial flows through the purchase, construction, and
legalisation of real estate via money-laundering mechanisms. Funds from
the grey economy originate from formally permitted activities that are not
fully recorded or taxed and, in practice, manifest through informal employ-
ment, cash-based transactions, and tax evasion, particularly during the con-
struction and rental phases.

According to the National Risk Assessment of Money Laundering
and Terrorist Financing conducted by the Ministry of Finance of the Re-
public of Serbia — Administration for the Prevention of Money Laundering
(2024), the real estate sector has been identified as a high-risk sector. Dur-
ing the analysed period, investigative proceedings for the criminal offence
of money laundering were conducted against a total of 648 individuals,
with the real estate sector involved in 116 cases (17.9%) at the investigation
stage. At the indictment stage, real estate was identified in 87 out of 335
cases, while at the stage of final convictions, 22 out of 132 money-launder-
ing judgments involved the real estate sector.

The total amount of funds invested in the real estate sector in cases
at the investigation stage amounted to EUR 48.2 million, of which EUR
2.77 million was linked to the activities of organised criminal groups. The
most prevalent modality was the purchase of real estate, recorded for 73
individuals at the investigation stage and 58 individuals at the indictment
stage. The second most frequent modality involved the issuance of ficti-
tious invoices, with 39 cases at the investigation stage and 28 at the indict-
ment stage, while investment in real estate construction was significantly
less frequent, with only four cases at the investigation stage and one case
at the indictment stage. Of particular importance is the dominance of so-
called stand-alone money laundering, accounting for 46.6% of cases at the
investigation stage and 59.8% at the indictment stage. This finding con-
firms the role of the real estate sector as a convenient mechanism for the
integration of illegally acquired funds, even in the absence of a previously
established predicate criminal offence.

In addition to money laundering, the real estate sector is also char-
acterised by a pronounced presence of the grey economy, particularly in
construction and rental activities. According to the National Risk Assess-
ment of Money Laundering, the construction sector is assessed as one of
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the activities most exposed to the grey economy, with every fifth enterprise
operating within the grey zone and approximately 13% of workers engaged
informally (Ministry of Finance of the Republic of Serbia, 2024). Informal
employment, cash payments for construction materials and works, as well
as the absence of mandatory registration of entrepreneurial activity for in-
dividual investors, further limit the ability to monitor the origin of funds
and the actual costs of construction. Illegal construction further amplifies
these risks, as in cases of construction without a building permit, the origin
of invested funds is, as a rule, not examined, while during subsequent le-
galisation processes such funds are introduced into formal economic flows
without prior verification of their origin.

Recommendations for strengthening institutional prevention. The
identified patterns indicate that unlawful activities in the real estate sector
are predominantly realised during the capital integration phase, which ne-
cessitates strengthening the preventive role of institutions responsible for
supervising financial flows and real estate transactions. Particular im-
portance should be attached to the consistent application of anti-money-
laundering regulations, including the identification of beneficial owners,
analysis of high-risk transactions, and enhancement of mechanisms for re-
porting suspicious activities.

A key prerequisite for effective prevention is the improvement of
operational cooperation among the Administration for the Prevention of
Money Laundering, the National Bank of Serbia, the Tax Administration,
and authorities responsible for the real estate cadastre, through functional
data exchange and the integration of information systems. In addition to
institutional supervision, targeted fiscal and administrative measures aimed
at reducing the grey economy—particularly in the rental market—com-
bined with simplified reporting procedures and strengthened controls and
sanctions, may contribute to increased market transparency and a reduction
in opportunities for concealing financial flows.

lllegal Construction and Inconsistent Legalisation of Buildings

Illegal construction represents one of the most pronounced systemic
challenges in the real estate market in the Republic of Serbia, with direct
implications for legal certainty, fiscal discipline, and the prevention of
criminal activities. The construction of buildings without a valid building
permit, as well as subsequent legalisation carried out without comprehen-
sive verification of legality and the origin of invested funds, creates oppor-
tunities for abuse and for the integration of illegally acquired capital into
formal economic flows.

According to data from the national construction inspection author-
ities, a total of 1,517 inspection controls were conducted in 2024, with ir-
regularities identified in more than half of the cases (854), resulting in the
imposition of corrective measures. During these inspections, 111 unregis-
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tered entities were identified, for which measures were ordered involving
the removal of illegally constructed buildings or restoration to their original
state, while, in addition to administrative measures, 35 criminal charges
were filed. These data relate exclusively to buildings under the jurisdiction
of the Ministry of Construction and do not cover the entire stock of illegal
construction, for which no consolidated official statistical data exist.

An additional indicator of the prevalence of illegal construction is
the existence of a special legal regime allowing temporary connections of
illegally constructed buildings to electricity, water supply, sewage, and gas
networks. A regulation adopted in 2023, which permits temporary utility
connections for buildings lacking an occupancy permit, indicates a form of
systemic tolerance of factual conditions that are not aligned with existing
regulations, thereby reducing the preventive effect of construction and ur-
ban planning supervision.

A particular risk arises during the subsequent legalisation phase, as
legalisation procedures introduce buildings constructed outside the legal
framework into formal economic flows, often without prior verification of
the origin of funds invested in construction. In this way, illegal construction
becomes a functional element of the integration phase in the money-laun-
dering process, while simultaneously deepening the discrepancy between
the factual and legal status of real estate, which, in the long term, under-
mines legal certainty in the market.

Recommendations for Strengthening Institutional Prevention. Ef-
fective prevention of illegal construction requires strengthening the pre-
ventive—rather than exclusively repressive—role of competent institu-
tions, particularly during the early stages of construction. Consistent and
coordinated enforcement of construction, urban planning, and inspection
regulations, accompanied by enhanced capacities of construction inspec-
tion services, constitutes a fundamental prerequisite for reducing the scale
of illegal construction.

Special importance should be attached to strengthening control over
financial flows related to construction activities, especially in cases where
individual investors appear without recorded income proportionate to the
scale of investment. In this context, enhanced cooperation between con-
struction inspections, tax authorities, and bodies responsible for the pre-
vention of money laundering may contribute to the early identification of
high-risk patterns.

In the field of legalisation, it is necessary to further align legalisation
procedures with the principles of legal certainty and crime prevention,
through stricter conditions and a more selective approach to legalisation,
to prevent legalisation processes from becoming mechanisms for the retro-
active legitimisation of unlawful activities.
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Environmental Challenges — Construction and Demolition Waste

Environmental challenges in the field of construction and real estate
transactions are numerous and represent significant factors that must be
analysed and considered within the context of this paper. Unauthorised and
unlawful waste disposal impacts on protected natural areas, national parks,
habitats of plant and animal species, wetlands, agricultural land and its con-
version into construction land, greenfield and brownfield investments, ar-
chaeological sites, and protected cultural heritage assets are among the po-
tential environmental impacts associated with the construction and real es-
tate sector. Among these challenges, particular emphasis is placed on the
generation and management of construction and demolition waste (Jo-
vanovi¢ & Zivkovié, 2019) (Jovanovi¢ & Zivkovié, 2019a).

Construction and demolition waste is generated through construc-
tion and other works related to the building and demolition of structures,
adaptations, renovations, reconstructions, construction, maintenance and
replacement of infrastructure facilities, as well as excavation works for res-
idential, industrial, and road infrastructure (Regulation on the Method and
Procedure for the Management of Construction and Demolition Waste, Of-
ficial Gazette of the Republic of Serbia, Nos. 93/2023 and 94/2023 — corri-
gendum). Management of construction and demolition waste comprises a
set of activities and measures including separate collection, sorting,
transport, storage, preparation for reuse, recycling and/or disposal of con-
struction waste. The Rulebook on the Regulation, Management, Disposal,
and Landfilling of Construction Waste during Construction Works (Offi-
cial Gazette of the Republic of Serbia, No. 81/2024) governs the organisa-
tion, management, disposal, and landfilling of construction waste during
the execution of construction works. This regulatory framework addresses
general issues, on-site waste handling, construction waste management
plans, procedures for waste management, reporting obligations, and pen-
alty provisions.

These regulations prescribe mandatory inspections of buildings
prior to construction works, demolition, or reconstruction, to determine the
presence of hazardous substances, on-site material separation, handling of
milled asphalt, asbestos disposal, and related measures. Investors are re-
quired to enable contractors to conduct building inspections to identify the
materials present in and on structures, as well as those materials that may
become hazardous waste during construction works. These legal provisions
are intended to address many existing problems, given that construction
waste has traditionally been disposed of at illegal dumpsites and in natural
environments.

In the Republic of Serbia, approximately 729,000 tonnes of con-
struction and demolition waste were generated in 2020. However, based on
comparative indicators from European Union member states, the actual
volume of this type of waste is estimated at around 1.6 million tonnes an-
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nually, with a potential upper limit of up to 3.6 million tonnes. In Serbia,
this waste is almost entirely not recycled, primarily due to the lack of ade-
quate technological capacities for its treatment and the absence of waste
separation at the point of generation. As a result, most of the construction
and demolition waste ends up at municipal landfills, often inadequately
managed, thereby further increasing environmental burdens and pollution
(Government of the Republic of Serbia, 2022).

Management of this category of waste represents a specific, yet of-
ten neglected, segment of unlawful activities indirectly linked to the real
estate market. Inadequate management of construction waste, illegal dis-
posal, and avoidance of prescribed waste-treatment procedures not only
generate adverse environmental consequences but also possess a pro-
nounced criminal dimension, particularly in the context of the grey econ-
omy and the evasion of regulatory and financial obligations.

In practice, unlawful activities in this field most commonly manifest
through illegal disposal of construction waste at unauthorised locations,
evasion of waste-sorting and record-keeping obligations, and the use of un-
registered entities for the transport and disposal of waste. Such practices
are particularly prevalent in cases of illegal construction and informal re-
constructions, where institutional oversight of waste generation and waste
flows is largely absent.

Public discourse and media coverage in Serbia have reflected strong
reactions from environmental organisations regarding these practices (e.g.
the case of Bara Reva). This protected natural area and bird habitat located
near the centre of Belgrade has for years been threatened by the dumping
of construction debris and waste. Although protests and environmental ac-
tions in 2021 led to the suspension of such dumping activities, the area
continues to face new challenges, including proposed construction projects.

The linkage between environmental challenges and the real estate
market is further reflected in the frequent avoidance of proper waste man-
agement costs to reduce overall construction or renovation expenses. This
results in unlawful economic gain, while the negative externalities are
transferred to local communities and the environment. In this regard, illegal
management of construction waste may be considered a form of environ-
mental crime driven by direct economic motives. An additional risk arises
from the insufficient integration of construction records, inspection over-
sight, and waste management systems. The absence of effective mecha-
nisms for monitoring the quantities and flows of construction and demoli-
tion waste hampers the identification of unlawful activities and creates
space for systemic circumvention of regulations in this field.

Recommendations for Strengthening Institutional Prevention. Ef-
fective prevention of unlawful activities related to construction and demo-
lition waste requires strengthening institutional control and improving co-
ordination among authorities responsible for construction, environmental
protection, and inspection supervision. Particular emphasis should be
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placed on establishing mandatory systems for recording and tracking the
generation and movement of construction waste, especially in large-scale
investment and reconstruction projects. Significant preventive potential
also lies in enhanced supervision of entities engaged in the transport and
disposal of construction waste, combined with consistent enforcement of
sanctions in cases of illegal dumping. Integration of data across construc-
tion permitting systems, inspection authorities, and environmental registers
may contribute to the early detection of high-risk behavioural patterns and
to reducing opportunities for environmental crime.

POSSIBLE MECHANISMS FOR THE PREVENTION OF
UNLAWFUL ACTIVITIES IN THE REAL ESTATE SECTOR

Based on the previously identified challenges and the analysis of
their causes and consequences, the following section systematises the key
mechanisms for the prevention of unlawful activities in the real estate
sector, including an overview of the competent institutions and the relevant
regulatory framework.

Table 3. Possible mechanisms for the prevention of unlawful activities
in the real estate sector in the Republic of Serbia

Challenge Key Prevention Competent Relevant Regulations
Mechanisms Institutions
Legal Digitalisation and ~ Republic Law on State Survey
uncertainty in ~ regular updating of Geodetic and Cadastre (2020);
real estate the cadastre; Authority; Law on Real Estate
transactions strengthening notaries public;  Transactions (2015);
notarial control; courts; banks Law on Notaries
application of Public (2024)
escrow and deposit
mechanisms
Inconsistency =~ Harmonisation of ~ Republic Law on State Survey
between factual cadastral records Geodetic and Cadastre (2020);
and legal status  with the factual Authority; local Law on Special
of real estate situation; restricting self-government Conditions for
transactions units Recording and
involving properties Registration of Rights
without full to Real Estate (2025)
registration
Money Control of the origin Administration =~ Law on the Prevention
laundering of funds; for the Prevention of Money Laundering
through the real identification of of Money and Terrorist
estate sector beneficial owners; Laundering; Financing (2018)
analysis of high-risk National Bank of
transactions and Serbia; Tax

data exchange Administration
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Investment of
funds from the
grey economy

Grey economy
in the real estate
rental market

Limiting cash
transactions; fiscal
controls during
construction and
transaction phases

Tax
Administration;
financial
inspections

Registration of lease Tax

contracts;
simplification of tax
procedures; targeted
tax audits

Administration;
Ministry of
Finance

Tax regulations; Law
on the Prevention of
Money Laundering
(2018)

Personal Income Tax
Law (2026); Law on
Obligations (2020)

Illegal Early and Construction Law on Planning and
(unauthorised)  continuous inspection; Construction (2025)
construction inspection Ministry of
supervision; digital Construction;
monitoring of local self-
issued permits; government units
public access to
urban planning
documentation
Inconsistent and Harmonisation of ~ Ministry of Law on the
selective legalisation criteria Construction; Legalisation of
legalisation of  and practices; local self- Buildings (2023); Law
buildings stricter control of ~ government units on Special Conditions
legalisation for Recording and
procedures Registration of Rights
to Real Estate (2025)
Temporary Restricting and Local public Regulation on
utility time-limiting utility companies; Temporary Utility
connections of  temporary inspection Connections (2023);
illegal buildings connections; linking authorities Law on Communal
connections to Services (2018)
inspection
supervision
Ilegal Recording the Ministry of Environmental
management of generation and Environmental  Protection Law
construction and movement of waste; Protection; (2018); Rulebook on
demolition waste control of transport communal Construction Waste
and disposal; inspections (2024); by-laws
inspection
supervision
Environmental ~ Application of Environmental  Environmental
crime linked to  environmental and construction Protection Law
informal standards; inspections (2018); ISO 20887
construction sanctioning illegal (2020)
activities practices;
inter-institutional
cooperation

The regulations are presented with reference to the years of their most recent
amendments, while full source details are provided in the References section.
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In addition to repressive measures, preventive effects may also be
achieved through educational and informational activities targeted at in-
vestors and contractors, as well as through the promotion of green and cir-
cular economy principles within the construction sector. In this way, such
measures contribute not only to environmental protection but also to the
reduction of unlawful practices associated with the real estate market.

CONCLUSION

The analysis of the real estate market in the Republic of Serbia,
based on publicly available data from relevant international and domestic
institutions, indicates that this sector operates within a zone of heightened
economic, institutional, and environmental risks. As such, it represents a
particularly sensitive area for the emergence of unlawful activities. The key
challenges are concentrated in the areas of legal uncertainty in real estate
transactions, investments originating from the grey and black economy, il-
legal construction and selective legalisation practices, as well as environ-
mental risks associated with construction activities and the management of
resulting construction waste.

The analysis of organisational, institutional, and normative capaci-
ties in the Republic of Serbia for repressive measures and the prevention
of unlawful activities implies the following conclusions. Taking into ac-
count the results of international indices indicating challenges in the areas
of the rule of law, control of corruption, institutional efficiency, and the
fight against organised crime, it can be concluded that the Republic of Ser-
bia possesses a normative and institutional framework for combating un-
lawful activities in the real estate sector; however, further efforts should be
directed toward strengthening the organisational capacities of institutions,
improving coordination between supervisory, judicial, and financial insti-
tutions, as well as developing preventive mechanisms for the early detec-
tion of high-risk activities.

Improving legal certainty, institutional efficiency, transparency of
financial flows, and environmental responsibility represents one of the key
prerequisites for reducing the space for unlawful activities and strengthen-
ing the overall stability and integrity of the real estate market in the Repub-
lic of Serbia.

The analysed challenges demonstrate that risks in the real estate
market in the Republic of Serbia do not occur in isolation but rather act
cumulatively and mutually reinforce one another. Legal uncertainty in real
estate transactions, when combined with institutional weaknesses, creates
a favourable environment for financial abuses and money laundering. Ille-
gal construction and selective legalisation procedures further deepen the
discrepancy between the factual and legally recognised status of real estate.
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Environmental risks related to the illegal management of construction
waste represent an additional dimension of these problems, as they simul-
taneously generate unlawful economic gains and long-term, often signifi-
cantly negative, consequences for the environment. In this regard, the real
estate market is confirmed as a complex system in which effective preven-
tion requires simultaneous action across legal, institutional, financial, and
environmental domains.

The paper particularly emphasises that adequate and effective pre-
vention in the real estate sector requires an integrated approach based on
strengthened institutional communication and coordination, consistent en-
forcement of regulations, and early identification of high-risk patterns,
alongside mandatory and broader use of digital and technological solu-
tions. From a long-term perspective, the improvement of legal certainty,
transparency, and environmental responsibility represents one of the key
prerequisites for strengthening the integrity and resilience of the real estate
market in the Republic of Serbia.
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AHAJIM3A AKTYEJIHOI' CTAIbA, U3A30BA U
HNPEBEHIIMJE ITPOTUB3AKOHUTUX AKTUBHOCTHU
Y OBJIACTU HEKPETHHUHA Y PEITYBJIMLU CPBUJU

IIagea 3enncko, Bophe Jopanosuh

VHusep3uter YHuoH — Hukona Tecna, @akynrer 3a MEHAIMEHT,
Cpemcku Kapnosuu, Cpbuja

Pe3ume

Pan ananmusupa TpxumrTe HekpeTHHHa y PenyOminy CpOuju M3 yriia NpeBeHIuje
NPOTHB3aKOHUTHX aKTHBHOCTH, IoJIa3ehy ol YNI-EHHUIIE J]a 0BAj CEKTOP, YCIIe BUCOKE
BPETHOCTH TPAHCAKIIHja, CJIOKEHUX UMOBHHCKO-TIPABHUX OJHOCA U MHCTUTYLIMOHATHNX
OrpaHHYeHa, NPECTaBba MIPOCTOP MOBehaHOT pH3MKa OJ] Pa3IMYUTHX OOJIHKA 3JI0YIIO-
Tpe6a. Ha OCHOBY jaBHO JOCTYNHHX CTpaHHX M JoMahuX MHCTHTYLHOHAIHMX MOJaTaKa,
CEKTOPCKHX M3BELITaja M HAIMOHAIHMX MPOLICHA PH3HKA, TPUKA3aHO je aKTYEeITHO CTabe
TP>KHIITA HEKPETHUHA U MICHTU()HUKOBAHH Cy KJbYYHH CTPYKTYPHH H MHCTUTYLIMOHAIHH
U3230BH.

VY pany cy u3nBojeHe yeTupH Mel)ycoOHO moBe3aHe 00IacTH 011 MoCceOHOT 3Havaja 3a
NPEBEHIINjy KpUMHHAJA: IPaBHA HECUTYPHOCT Y NIPOMETY HENIOKPETHOCTH, yJlarama Ka-
NHTaJNA U3 CHBE M LPHE 30He, OecIpaBHA Ipajiiba U MPOLECH JIeralli3alyje, Kao U eKo-
JIOIIIKM U3a30BH TIOBE3aHU Ca ¥ YIIPaBJbakbEeM OTIIAI0M HOPEKIOM o rpal)erba U pyIiema.
V okBHpy cBake 00JaCTH aHATM3UPAHU CY JOMHHAHTHU OOJMLM PH3UYHOT M MPOTHB-
MPABHOT IOHAIIAKka, HHCTUTYLHOHATHE CIIa00CTH KOje HX oMoryhaBajy 1 FbUXOBE IOCe-
JIMLIE TIO TIPAaBHY CUTYPHOCT, (DMCKAIHY JUCHMIUIMHY U 3aLITHTY )KHBOTHE CPEHHE.

Tloceban momprHOC paja oriiesia ce y cuCTeMaTH3aliji HACHTU(PUKOBAHIX H3a30Ba
U oJroBapajyhnx MexaHu3zama NpeBeHIyje, IPUKa3aHuX KPo3 MOBE3NBabe PU3UKa, Hall-
JI©KHUX HHCTUTYLIMjA ¥ PEIEBAHTHOT HOPMAaTUBHOT OKBHUpa. Paz 3akipyuyje na epukacHa
HpEeBeHIHja NPOTUB3aKOHUTHX aKTUBHOCTH y CEKTOPY HEKPETHHHA, 3aXTeBa HHTErprca-
HU U TIPEBEHTUBHO YCMEpPEH NMPHCTYII, 3aCHOBAH Ha jauyary WHCTUTYIIHOHAIHE KOOP/IH-
Halyje, J0CIeIHO] MPUMEHH IPOTHCa, yHanpelhemy TPaHCIIapeHTHOCTH U TIPaBHE CHTYP-
HOCTH OBOT TpykumiTa y Permy6muimu CpOuju.



