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Abstract: Investor protection is a key element in creating a favorable business environment and attracting foreign
and domestic investments. This scientific paper analyzes the legal aspects of investor protection in the Republic of Serbia,
with special reference to the legislative framework, institutional mechanisms and international agreements that regulate this
area. This paper deals with identifying the legal challenges that investors face, as well as the existing mechanisms that ensure
their protection. Through the analysis of domestic and international legal framewaorks, the goal is to point out the importance
of further improvement of legal solutions and strengthening of institutional support for investor protection. The paper further
discusses the role of international arbitration in the settlement of investment disputes. The purpose of this paper is to investigate
the legal aspects of investor protection in the Republic of Serbia, with a focus on the compliance of domestic legislation with
international standards and practices. In this paper we use a legal-analytical methodology, which includes a review of relevant
laws, an analysis of institutional mechanisms for investor protection, as well as case studies from court practice and arbitration
proceedings. The research results show that, although there is a solid legislative framework, certain legal risks still remain,
especially in terms of law enforcement and the protection of investors’ rights in practice. Recommendations include further
strengthening of institutional support and improvement of transparency in the settlement of investment disputes. The conclusion
of the paper emphasizes the need for continuous adjustment of the legal system in order to further improve the protection of
investors and ensure a more favorable investment environment in Serbia.

Keywords: investor protection, investments, legal framework, Serbia, arbitration, international standards, institutional
mechanisms.

Field: Business law

1. INTRODUCTION

Investor protection is a key aspect of the economic development of any country, especially in the
context of globalization and the increasingly intensive movement of capital across borders. Investors,
whether domestic or foreign, play a vital role in promoting economic growth, creating new jobs and
fostering technological progress. However, in order for investments to be sustainable and attractive, it
is necessary to ensure legal certainty and protection of investors from various risks, including unfair
regulations, uncertainty in law enforcement, as well as abuses by state or private entities.

In the Republic of Serbia, investors’ protection occupies an increasingly important place in
the legal framework, especially after the process of harmonization of legislation with European legal
standards, which are necessary for the further development of the market economy and the attraction of
foreign direct investments (FDI). Through a series of reforms, Serbia has improved its laws on investor
protection, as well as the institutional framework that enables quick and efficient protection of investors’
rights. However, despite the existence of a relatively stable legislative framework, many investors face
challenges in practice, which include bureaucratic obstacles, insufficiently transparent processes and
lengthy court proceedings.

This paper investigates the legal aspects of investor protection in Serbia through the analysis of
existing laws, their implementation in practice, as well as through comparison with international standards
and best practices. Special emphasis is placed on the institutional mechanisms available to investors in
case of violation of their rights, including the possibility of settling disputes through international arbitration.

The work methodology is based on legal analysis, which includes a review of relevant laws
and regulations, court practice, as well as secondary sources related to investor protection. Through
the analysis of domestic legislation and comparison with international legal standards, this paper will
identify key challenges and weaknesses in the existing system of investors’ protection, while giving
recommendations for its improvement.

The aim of this paper is to provide a contribution to a better understanding of the current state of
investor protection in Serbia, as well as to indicate possible directions for improvement in order to create
a stable and predictable business environment. Consideration of legal aspects of investor protection is
essential for achieving economic development and attracting new investments, which is one of Serbia’s
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main priorities in the process of economic reforms and approximation to the European Union.
2. MATERIALS AND METHODS

In this research focused on the legal aspects of investors’ protection in the Republic of Serbia,
various materials and methods were used in order to provide a comprehensive analysis of the existing
legal framework and its effects in practice. The analysis began with the study of key legal and regulatory
documents that define the rights and obligations of investors. Among them, the most important are the
Law on Foreign Investments, the Law on the Capital Market and the Law on Protection of Competition.
These laws represent the basis of the legal system that protects investors and regulates various aspects
of their business in Serbia.

For a detailed understanding of the legal framework, a legal analysis was conducted, which included
a review of the texts of laws, legal norms and regulations, as well as an analysis of their implementation
mechanisms. Through this analysis, comprehensiveness and clarity of legal provisions, as well as
compliance with international investors’ protection standards were investigated. The comparative analysis
made it possible to identify the differences between Serbian legislation and international norms, which is
crucial for assessing the level of compliance and identifying areas that require additional harmonization.

Case studies are another important research method. Specific examples from practice, including
judgments of domestic and international arbitration bodies, have been analyzed. These examples provide
insight into the actual application of the law and the challenges investors face in practice. Case studies
provide a better understanding of the problems, as well as a better understanding of successful and
unsuccessful practices in investors’ protection.

Qualitative research, including interviews with lawyers and representatives of relevant institutions
and investors, complements document analyzes and case studies. This research provides direct insight
into the experiences and attitudes of participants in the investment process, revealing real challenges
and recommendations for improvement. Through applied surveys we have collected data that reflect
investors’ perceptions and experiences regarding legal protection and institutional mechanisms.

The secondary literature review included a review of previous research, academic papers and
reports from relevant organizations such as the World Bank and the International Monetary Fund. This
analysis enabled additional understanding of the current state and trends in investors’ protection, as well
as insight into international standards and recommendations for improvement.

3. RESULTS

The research results provide a detailed overview of the current situation and challenges related to
the legal protection of investors in the Republic of Serbia. The analysis showed that, although there is a
developed legislative framework that includes key aspects of investment protection, there are significant
problems in its implementation and effectiveness.

The legal framework in Serbia, including the Law on Foreign Investments and the Law on Capital
Markets, provides a solid basis for investor protection. These laws include key aspects such as the right to
a fair trial, the right to compensation and protection from unfair regulation. However, the research revealed
certain legal loopholes that may affect the safety of investments. For example, specific provisions on
expropriation and changes in regulations are not sufficiently precise, which can lead to legal uncertainty
for investors.

In addition, the analysis showed that although Serbia has made efforts to harmonize its legislation
with international standards, there are several key areas that still require additional harmonization. For
example, the regulations related to the protection of minority shareholders and mechanisms for resolving
disputes are not fully aligned with the norms of the European Union. These discrepancies can create
barriers to foreign investment and reduce the level of investor confidence.

Institutional mechanisms for the protection of investors, such as the Securities Commission and the
Agency for Business Registers, operate within the framework of established laws, but their effectiveness
may vary. The analysis revealed that there is a need to improve the capacity of these institutions, especially
in connection with faster processing of requests and greater transparency in operations. For example,
some investors expressed frustration with the slow resolution of administrative procedures and the lack of
clear guidelines regarding the implementation of the law.

Dispute settlement mechanisms, especially international arbitration, have proven to be key tools for
investor protection. Investors often choose arbitration because of its fast and efficient dispute resolution,
as opposed to the slower domestic judicial system. The research has shown that while arbitration provides
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an effective solution, there is a need to improve local dispute resolution mechanisms to reduce the need
for international arbitration proceedings.

The case studies provided concrete examples of the challenges investors face. For example, in
several cases problems with bureaucratic obstacles, lack of coordination between different regulatory
bodies and slow judicial procedures were noted. These examples highlight the need for reforms that
would improve legal certainty and efficiency of investors’ protection.

Qualitative research through interviews and surveys with lawyers and with representatives of
institutions and investors contributes to an additional understanding of the problem and recommendations
for improvement. Investors pointed out the need for clearer guidelines, greater transparency and faster
resolution of disputes. Recommendations include strengthening the capacity of relevant institutions,
improving communication between institutions and investors, as well as reforming existing laws to ensure
better investment protection.

In conclusion, the research results point to the need for continuous improvement of the legal
system in Serbia in order to create a more stable and attractive investment environment. Law reform
and improvement of the work of institutions and more efficient dispute resolution prove to be crucial for
strengthening investor protection and stimulating economic growth through increasing confidence and
security in investments.

4. DISCUSSION

In this chapter, we analyze the results of research into the legal aspects of investor protection in the
Republic of Serbia, considering how these results correlate with the existing theoretical framework and
practice, as well as identified challenges and recommendations for improvement. The discussion focuses
on key research findings, including legal gaps, compliance with international standards, effectiveness of
institutional mechanisms, and recommendations for future reforms.

The analysis of the legal framework for the protection of investors in Serbia reveals significant legal
loopholes that can affect the safety of investments. Although there are basic legal provisions governing
the rights of investors, such as the Law on Foreign Investment and the Law on Capital Markets, there is a
lack of specific regulations that would deal with issues such as expropriation and changes in regulations
that directly affect investors. These gaps can lead to legal uncertainty and increase risk for investors,
which can negatively affect their attitude towards investing in Serbia.

The theoretical framework of investors’ protection suggests that clearly defined laws and regulations
should provide full protection and minimize legal uncertainty. However, our finding that there are legal
gaps indicates the need for additional legal norms that would regulate specific situations in more detail.
This is especially important in the context of attracting foreign investment, as investors often look for a
stable and predictable legal framework.

The research has shown that although Serbia is making efforts to harmonize its legislation with
international standards, there are still areas that require additional harmonization. For example, regulations
related to the protection of minority shareholders and mechanisms for resolving disputes are not fully
aligned with the norms of the European Union. These discrepancies can reduce the level of investor
confidence and make it difficult to enter the market.

According to the theory of international law, the harmonization of national legislation with international
standards is crucial for the protection of investors and the attraction of foreign investments. Our analysis
points to the need for additional efforts in this area, especially in relation to the protection of minority
shareholders and the improvement of local dispute resolution mechanisms. Increasing compliance with
international norms can contribute to improving the investment climate and attracting more investors.

The analysis of institutional mechanisms for investors’ protection shows that although institutions
such as the Securities Commission and the Agency for Business Registers play a key role, there is a need
for their improvement. Problems with the speed of processing requests and lack of transparency have
been identified, which may affect the effectiveness of investors’ protection.

The theoretical framework on institutional effectiveness suggests that transparency and speed
are keys to effective law enforcement and investor protection. Our findings point to the need to improve
the capacity of these institutions, including improving the process of processing requests and increasing
transparency of operations. Strengthening institutional capacities can contribute to better protection of
investors and increase their confidence in the regulatory system.

Based on the research results, several key reforms are recommended to improve investors’
protection in Serbia. First, legal gaps need to be filled through additional regulations that would regulate
specific situations such as expropriation and changes in regulations in more detail. This could reduce
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legal uncertainty and increase investment security.

Second, there is a need for further alignment with international standards, particularly in relation to
the protection of minority shareholders and dispute resolution mechanisms. Increasing compliance with
international norms can improve the investment climate and attract more foreign investment.

Third, institutional mechanisms should be improved through strengthening the capacities of
relevant institutions and increasing transparency in their work. These include improving the speed of
application processing and clearer guidelines for investors. These changes can contribute to better
investors’ protection and strengthening confidence in the regulatory system.

Finally, continuous monitoring and evaluation of the legal framework and institutional mechanisms
is recommended in order to timely identify and solve new challenges and problems. Continuous
improvement of the legislative and institutional framework is crucial for ensuring a stable and favorable
investment environment in Serbia.

5. CONCLUSION

Research of the legal aspects of investors’ protection in the Republic of Serbia provided significant
insights into the current legal framework and identified key challenges and opportunities for improvement.
This conclusion summarizes the main findings of the research, provides recommendations for future
reforms, and discusses their importance for improving the investment climate in Serbia.

Based on the conducted analysis, it can be concluded that the existing legal framework for the
protection of investors in Serbia offers basic protection, but additional improvement is needed to ensure
complete security and attractiveness for investors. Laws such as the Law on Foreign Investments, the
Law on Capital Markets and the Law on Protection of Competition lay a solid foundation, but several key
legal gaps have been identified that may affect the legal certainty and stability of investments.

One of the main findings of the research is that there are gaps in regulations related to specific
situations such as expropriation and changes in regulations. These loopholes contribute to legal uncertainty
and can discourage potential investors. In addition, although Serbia has made efforts to harmonize
its legislation with international standards, there are still areas that require additional harmonization,
particularly in relation to the protection of minority shareholders and dispute resolution mechanisms.

Institutional mechanisms, including the Securities Commission and the Agency for Business
Registers, play a key role in protecting investors. However, the analysis showed that there is a need to
improve the capacity of these institutions, especially in relation to the speed of processing requests and
increasing transparency. Furthermore, dispute resolution mechanisms, especially international arbitration,
have proven to be an effective tool, but there is a need to reform local judicial procedures in order to
reduce the need for international arbitration.

Based on the results of the research, several key reforms are recommended that could significantly
improve investors’ protection and improve the investment climate in Serbia. First, legal gaps need to be
filled through the adoption of additional regulations that would cover specific situations in more detail, such
as expropriation and changes in regulations. This could reduce legal uncertainty and increase investment
security.

Second, there is a need for further harmonization of national legislation with international standards.
It is especially important to improve the regulations related to the protection of minority shareholders
and to improve mechanisms for resolving disputes. Increasing compliance with international norms can
improve the investment climate and attract more foreign investment.

Third, institutional mechanisms should be improved through strengthening the capacities of relevant
institutions and increasing transparency of their work. These include improving the speed of application
processing, introducing clearer guidelines for investors and improving communication between institutions
and investors. Strengthening the capacity of institutions can contribute to better protection of investors
and increase their confidence in the regulatory system.

Finally, continuous monitoring and evaluation of the legal framework and institutional mechanisms
is recommended in order to timely identify and solve new challenges and problems. Continuous
improvement of the legislative and institutional framework is crucial for ensuring a stable and favorable
investment environment in Serbia.

This research has a significant role in understanding the legal aspects of investor protection and
provides a basis for future reforms. Understanding the key challenges and gaps in the legal framework
enables decision makers, legislators and regulatory bodies to take the necessary steps to improve the
legal system and improve the investment climate. Also, the research provides investors with useful
information about the current state of legal protection in Serbia, which can help in making investment
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decisions and risk minimization strategies.

Through the identification of problems and recommendations, this research contributes to the
creation of a more favorable environment for investments, which can have long-term positive effects on
the economic development of Serbia. Ultimately, improving the legal protection of investors contributes
to strengthening the stability and security of investments, which is crucial for the economic growth and
prosperity of the country.
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