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Foreword

In the framework of the Decent Work Country Progmaenof the Republic of Serbia, the ILO
conducted a technical mission in 2011 to reviewdieent benefit and financing structure and the
organizational arrangements of benefits for workigents and occupational diseases. The main
findings and recommendations were presented iflLi@ereport “Employment Injury Protection in
Serbia: Issues and Options” published in 2012.

At the request of the Government of Serbia, the datried out further technical assistance in 2013

on the analysis of the reporting of work accidesatsl occupational diseases, and on the actuarial
study for determining the contribution rates of #mployment injury insurance system. This report

presents the results of the analysis and key re@ndations.

This report was written under the supervision ohi€bi Hirose, Senior Social Protection Specialist,
ILO Decent Work Technical Support Team and Coufitifjce for Central and Eastern Europe (ILO
DWT/CO-Budapest) with the following internationaiperts.

A joint mission with the Occupational Safety andalle Expert, Helmut Ehnes (Director for
Prevention of the German Social Accident Insurdnsgtution for the Raw Materials and Chemical
Industry, BG RCI), was conducted in January 201&nalyze and evaluate the current reporting
system, data collection and analysis of work actgl@and occupational diseases in Serbia. The key
findings are presented in Chapter 2, sections®213.

Then, a joint mission with the Actuarial Expert,ll& Binet, was undertaken in March 2013 to
collect statistical and financial data and condocehsultations with the Government and social
partners. The main results and methodology on shienation of contribution rates for employment
injury benefits are presented in Chapter 3, Annéxes.2 and B.3.

Finally, a joint mission with the IT Expert in SatiSecurity, John Angelini, was carried out in
November 2013 to conduct an initial assessmenthi@iew work injury reporting system. The key
results of the assessment are presented in Ciasection 2.4 and Annex C.

The draft report was presented at the Tripartiteetihg on Employment Injury Insurance in Serbia
held on 7 November 2013 in Belgrade. The commestsived by the government authorities and
representatives of the social partners at the mgpédtave been reflected in this final report. Jovan
Protic, the ILO National Coordinator for Serbiapyided valuable assistance throughout the conduct
of the mission and the preparation of this repbynn Villacorta provided English editing of this
report. Olga Dontsova, intern at ILO DWT/CO-Budapesovided editorial assistance in finalizing
this report.

This report is organized as follows. Chapter 1 sanmires the current employment injury benefits in
Serbia. Chapter 2 analyses the problems with tpertiag of work injuries and occupational
diseases. Chapter 3 presents the determinatiomeoédtimated cost of employment injury benefits
and variants of risk-based contribution rates. @rap4 concludes with the summary
recommendations and their implementation stratediesee Annexes supplement the report with
explanations of detailed technical issues. Annegprésents the process of actuarial estimation of
contribution rates. Annex B presents case studiéseocontribution rating systems in Japan, Quebec
and Romania. Annex C presents detailed technicdsament of the new work injury reporting
system.



Serbia has been committed to developing a newl&igis on the employment injury insurance
system. We trust that key findings and recommeandatiormulated in this report will serve as the
basis for the development of national policy on Eyment injury protection with the active

involvement of social partners.

Budapest, December 2013

Antonio Graziosi Kenichi Hirose
Director Senior Social Protection Specialist
ILO DWT/CO-Budapest ILO DWT/CO-Budapest
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1. Employment injury benefits in Serbia

1.1 Introduction

Serbia provides comprehensive social security ltsnehcluding employment injury benefits.
However, the employment injury benefits are notutetpd by a single law or administered by a
single institution. Most of the employment injurgrefits are provided in the framework of health
insurance and pension and disability insurénddoreover, employers are directly responsible for
some benefits, specifically the cash benefitséargorary incapacity to work.

Since the current system does not give strong esmploa occupational risk, there is a considerable
under-reporting of work accidents and occupatiahs¢ases. As a consequence, a large number of
work-related cases are not properly compensatethooe likely, treated as non work-related cases
which provide a lower level of cash benefit or neglcertain cost sharing of medical costs. This
problem is primarily due to the low awareness @& tompliance with reporting obligation on the
part of both employers and workers. It is also emted with weak enforcement mechanisms and
complex reporting procedures.

In particular, the complexity with the reportingusas the following major problems.

- First, incomplete understanding of the causes agkwocidents and occupational diseases makes
it difficult for occupational safety and health (BSauthorities to design and implement effective
prevention measures and to monitor their impact.

- Second, the absence of a clear line of demarchgtwmeen work-related cases and general cases,
as well as the elements of employers’ liability,keat difficult to quantify the overall costs of
occupational risks, which are to be financed exeklg by employers. This inhibits the
competent authorities from designing possible itigen measures such as differential
contribution rates for different risk groups angerience-based contribution rates (also known
as the “bonus-malus” system).

In this context, the ILO has conducted further gsialwith respect to (i) the measures to improwe th
reporting of work accidents and occupational dissaand (ii) the actuarial evaluation of the casts
employment injury benefits and the methods for mhetr@ing contribution rates.

1.2 Current provisions of employment injury benefit S in Serbia
This section summarizes the current provisionsnopleyment injury benefits in Serbia. Table 1.1

provides an overview of the social security besedjainst accidents and sicknesses for work-related
and general cases.

! In this report, the term employment injury incladeecidents at work and occupational diseases.

% This is a common characteristic of employmentripjoenefits systems in former Yugoslav countries.



RESTRUCTURING THE EMPLOYMENT INJURY INSURANCE SYSTEM IN SERBIA

(1) Legislation

Article 53 of the Law on Occupational Safety andaklte (Official Gazette of the RS, 101/2005)
stipulates that:

“Employer shall be liable to insure Employees fguries at work, occupational diseases and
work-related diseases, in order to ensure compiensat

The financial means for insurance (...) shall be bobhy Employer, and they shall be
determined subject to the level of risk from injuprofessional disease or work-related
disease with regard to the workplace and workingrenment.

The requirements and procedures concerning inseritom injuries at work, occupational
diseases and work-related diseases of Employe#dslgoverned by the Law”.

As noted earlier, most of the employment injury dféa are provided through the existing social
insurance systems. The main laws and administratidies are as follows:

- The Health Insurance Lavdfficial Gazette of the RS No. 34/2003) administered by the Republic
Health Insurance Fund (HI Fund); and

- The Pension and Disability Insurance LaWif{cial Gazette of the RS No. 34/2003) administered
by the Republic Pension and Disability Insuranced<P10 Fund).

In addition, short-term sickness benefits (salaendiits) in the case of work-related injuries and
occupational diseases rely on the direct finar@hllity of the employer.

(2) Medical care

In case of morbid conditions, workers can receigmpgrehensive medical care from health care
providers contracted by the Health Insurance FEodgeneral cases, three months’ insurance period
is necessary to be eligible for medical care bésiedind cost-sharing (up to 35 percent) is required
for certain medical services. For work-related saséhich do not require any insurance period, the
health insurance covers the full cost of examimaticeatment and (medical) rehabilitation.

(3) Cash benefits for temporary incapacity to work

On the occurrence of an accident or disease, delgiess benefits for temporary incapacity to work,
commonly referred to as salary benefits, are pay&dl up to six months. No minimum insurance
period is required. For general cases, the beegfiils 65 percent of the base salary (definedeas th
average salary of the three months preceding ttiddnt). In terms of the duration, the employer is
responsible for the payment of the first 30 daysdhfter the Health Insurance Fund will take over
the payment for up to five months. For work-relatedes, the benefit is set at 100 percent of the
base salary and the employer is responsible forp#ynent of the benefit throughout the entire
duration of the incapacity.

® These social security institutions are in charfj¢he maintenance of workers’ contribution recorestablishment of
benefit rights and payment of the benefits. Sind@32the Tax Authority has been responsible forcthleection of social
security contributions.
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1. EMPLOYMENT INJURY BENEFITS IN SERBIA

(4) Disability pensions for permanent loss of capacity for work and other benefits

If the injured worker is not fit for work after simonths, the case is then referred to the Medical
Commission of the Pension and Disability Insurartaend for an assessment of permanent
disability* Disability pensions are payable as long as tisahiity persists by the Pension and
Disability Insurance Fund. To be eligible for tlhienefit, five years’ insurance period (shortenad fo
workers who are 30 years of age or less) is redue general cases, while there is no minimum
insurance period for work-related cases.

Similar to old-age pensions, a disability pensigncalculated as a product of (i) the personal
coefficient (ratio of a worker’s insurable earnirigsthe average salary in a calendar year averaged
over the entire contribution period), (ii) the gealeoint, and (iii) the number of pensionable gear
Concerning the first two factors in the pensiomfala, a common definition is applied for both
work-related and general cases. Concerning thageaide period, the full career period of 40 years
is taken into account for disability resulting fromork-related injuries; whereas, the pensionable
period for general disability cases is calculatedtioe actual insurance years plus an additional
amount depending on the age of the insured wotkiieadetermination of disabilify.

During the transition period in the 1990s Serbipli@g quite generous criteria for disability partly
because the pension system was used to meet thmemtnmeed of income for the unemployed.
However, the Pension and Disability Insurance Law2@03 has adopted a strict definition of
disability. In the current law, an insured workerentitled to a disability pension in the caseotélt
and permanent loss of working ability.

Apart from the disability pension, the Law on Pensand Disability Insurance also provides cash
benefits on grounds of “bodily impairment” causedabwork injury or an occupational disedsé
bodily impairment is defined as a loss, severe dgnwa disability of specific organs or body parts,
irrespective of whether or not this results in dibty. This benefit is a fixed amount depending on
the severity of impairment ranging from 30 peraent00 percent in eight categories. If the assessed
impairment is below 30 percent, no benefit is pégiabhe benefit amount is currently 1,500 Serbian
dinars (RSD) for 30 percent, and 6,000 RSD for p@fcent. This benefit is paid monthly and
adjusted in line with the pension indexation.

There is also cash compensation payable for peradws provide care for insured persons or
pensioners who, due to injury or sickness, reqoinestant attendance for their basic life needs. A
fixed amount benefit is paid monthly and adjustetirie with the pension indexation.

* When a claim is filed for a general case, the thelmisurance Fund continues to cover the salargfitefor up to 60
days, which is the maximum time allowed for a decidy the Medical Commission. The equivalent amauiti be
reimbursed from the Pension and Disability Insuealfand to the Health Insurance Fund retroactively.

® Persons receiving disability pensions have to tqaleegular assessments of disability. Howevergtigean issue
regarding pensioners who go back to work. For disapensioners who have a fixed-term employmeonitecact, no
assessment is required. In contrast, if they havepgn-ended employment, they are obliged to uakiethe assessment.

® The additional period is calculated as the surg@pfwo-thirds for each year between the age ofrthered worker and
53 years, and (b) one-third for each year betw@&eyears and the normal retirement age (65 yeannéor and 60 years
for women). If the insured worker is more than ®8ang, then term (a) is regarded as zero, and “aGY@ term (b) is
replaced by “the age of the insured worker”.

" This benefit has been paid since the time of thenér Yugoslav social security system.



RESTRUCTURING THE EMPLOYMENT INJURY INSURANCE SYSTEM IN SERBIA

(5) Survivors’ pensions and funeral grants

Survivors’ pensions are payable to orphans up tgelss of age (26 years if at university, no age
limit for disabled children) and widows who areledst 50 years of age (increased gradually to 53
years by 2017) or widowers who are at least 55syeérage (increased gradually to 58 years by
2017). The amount of survivors’ pensions is deteadias a percentage of the amount of old-age or
disability pension to which the insured worker mgited (or the pension received by the pensioner)
at the time of death. The percentage depends amutinder of survivors, ranging from 70 percent for
one survivor, 80 percent for two, 90 percent faed#) and 100 percent for four or more. To be
eligible for this benefit, the deceased person ®itteer a pensioner or an insured worker with five
years’ insurance period, while no minimum insurapegod is required for work-related cases.

In addition, a funeral grant, equivalent to 1.5ds81the average monthly pension, is payable to a
person who covered the funeral cost of the decgasedn.

(6) Financing

The main source of financing health insurance atsien and disability insurance is contributions
from insured workers and employers. The contributiate for the Health Insurance Fund is 12.3
percent. Since May 2013, the contribution ratetf@ Pension and Disability Insurance Fund has
been increased to 24 percent from the previous?&pt.

These contribution rates for health insurance asmasions are shared equally by employers and
workers. Therefore, despite the general rule thatdompensation of work-related accidents and
diseases should be financed exclusively by empépybere is no employer contribution earmarked
for employment injury benefits.

It is reported that if an employer is at fault f@ork accidents or occupational diseases, the Health
Insurance Fund and the Pension and Disability Arste Fund can claim the reimbursement of the
relevant benefit amounts from the employer. Howgetlese funds manage to recover only a small
part the amounts due (mostly by court order).

The budget of the Health Insurance Fund has beeae proless in balance in recent years. Of the
total expenditure of 195 billion RSD in 2011, thmaunt of the salary benefits and transportation
costs represents only 4 percinin spite of its relative financial stability, thealth Insurance Fund
faces a major problem in securing a stable corttahuncome to respond to the increasing need for
quality health caré.

On the other hand, the budget of the Pension ardhbity Insurance Fund has been chronically in
deficit. The magnitude of the pension deficit, whis covered by the State budget, is in the orfler o
7 percent of GDP. Since its promulgation in 2003janamendments to the Pension and Disability
Insurance Act have been made in 2005 and in 2D®@wever, with the continual ageing of the

population, the Serbian pension system is facinfpuge challenge to restore its long-term
sustainability while providing adequate income sigdior the elderly.

® The remaining components of the expenditure ireld® percent for salaries of medical personneh&éent for
health care costs of the medical institutions, éZent for prescribed medicines, and 2 percerthfoadministrative
expenses of the Health Insurance Fund.

® The cumulative amount of uncollected contributiénasn public enterprises exceeds 80 billion RSD.

2 with respect to the policy debate in the 2010mefcsee Pension Reformin Serbia- from international and regional
perspectives’ (Proceedings of the Conference on Pension Refor8erbia, 24-25 September 2009, Belgrade), ILO.
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Table 1.1 Overview of the social security benefits against accidents and sicknesses in Serbia
(comparison of work-related and general cases)

Contingency Benefit Amount Duration Benefits provided by Qualifying period Financing
Temporary Medical care In kind Throughout the contingency Medical institutions (public and 3 months (except | Employers and employees
inability to (General) private) contracted by Republic for urgent contribute equally to HI Fund.
work Health Insurance Fund (HI Fund) medical care) State covers any deficit.

Patients copayment up to
35%
Medical care In kind As above As above None As above
(Work-related) Patients no copayment
Cash sickness benefit 65% of salary Throughout the contingency. The employer pays for the first 30 | None As above
(General) After 6 months HI Fund is obliged days, then RHIF covers up to 5
to present the case to Medical months and during the
Commission of Republic Fund for assessment up to 2 months
Pension and Disability Insurance
(P10 Fund) to assess disability to
grant disability pension
Cash sickness benefit 100% of salary As above The employer pays up to 6 None As above
(Work related) months. HI Fund pays during the
assessment up to 2 months
Total loss of Disability pension Pension based on the actual Throughout the contingency Republic Fund for Pension and 5 years of Employers and employees
capacity to (General) insurance period plus 2/3 till Disability Insurance (P10 Fund) insurance contribute equally to PIO
work age 53 and plus 1/3 of the (reduced if aged Fund. State covers any deficit.
remaining years until the 30 or less)
retirement age
Disability pension Pension based on 40 years of As above As above None As above
(Work-related) insurance
Cash compensation for Fixed rates according to body As above As above None As above
body impairment damage from 30% to 100%,
(Work-related) indexed as pensions. The full
amount is RSD 6,000.
Cash compensation for Fixed rates, indexed as pensions | As above As above None As above
constant attendance
Death Survivors’ pension From 70% (1 survivor) to 100% Throughout the contingency As above The deceased As above
(General) (4 survivors or more) of the (widows aged 50.5 years or more; was a pensioner
pension of the deceased widowers aged 55.5 years or or had 5 years
more; orphans’ age limit 15 years, coverage
26 years if in education)
Survivors’ pension As above As above As above None As above
(Work-related)
Funeral grant 150% of the average pension As above As above None As above




RESTRUCTURING THE EMPLOYMENT INJURY INSURANCE SYSTEM IN SERBIA

2. Reporting of work accidents and occupational
diseases in Serbia

2.1 The current work injury reporting system

(1) Overview of the current reporting system

Besides the workers and employers, the key institatinvolved in the reporting of work
injuries include:

- the OSH Directorate under the Ministry of Laboud &wocial Policy;

- the Labour Inspectorate under the Ministry of Latand Social Policy;
- the Institute of Occupational Health under the Igliryi of Health;

- the Health Insurance Fund; and

- the Pension and Disability Insurance Fund.

Figure 2.1 illustrates the information flow betwe#rese institutions under the current
reporting system.

Figure 2.1 Information flow under the current reporting system
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2. REPORTING OF WORK ACCIDENTS AND OCCUPATIONAL D ISEASES IN SERBIA

The process of reporting in the current systenescdbed as follows. According to the Law
on Occupational Safety and Health, employers aspamsible for reporting any major work
accidents resulting in more than three days of radeseHowever, in the current system, two
lines of reporting exist.

First, the employer should notify the Labour Ingpegte within 24 hours of the occurrence
of the accident (usually by telephorté)Based on the direct notification from employéns,
Labour Inspectorate will conduct inspections. Fackeinspection, the Labour Inspectorate
prepares a detailed report.

Second, the employer should complete a work injapprt form to claim employment injury

benefits™> The work injury report form for the benefit claioonsists of nine pages. Five
copies of the form will be submitted to the injuregbrker, the employer, the OSH

Directorate, and the Health Insurance Fund (twoie)p The Labour Inspectorate is not
included in the list of recipients. The Health Iresace Fund will submit one copy of the work
injury report form to the Pension and Disabilitysimance Fund when the beneficiary is
assessed to be permanently disabled and eligibiidability pensions.

As Table 2.1 shows, the existing report form is pased of eight sections, two of which
have additional signature and identity blocks.

Table 2.1  Structure of the current work injury report form

Data group heading Fields
I Employer’s data 6
Il. Data on person appointed to be responsible for safety and health 3
Il. Data on injured person 9
IV. Data on direct supervisor of injured person 4
V. Data on workplace and jobs of injured person, as well as on time and place 19

of injury occurrence

VI.  Data on witness 3
VII. Data on work - related injury and measures for safety and health in work that 14

were applied in workplace where the injured person worked

Signature and Identity Block fields 5

VIIl. The findings and the opinion of physician who first examined the injured 6
person

Signature and ldentity Block Fields (6 +4) 10

Total fields 80

The total of 80 fields, many of which are free tertry makes this a substantial form albeit
that it is completed by two parties, the employsat the medical officer.

(2) The number of reported work injuries and occupational diseases

Table 2.2 presents the number of reported workrigguand occupational diseases and the
number of work accident inspections in Serbia f000 to 2012.

M Article 50 of the Law on Occupational Safety aneakh.

12 Article 51 of the Law on Occupational Safety aneakth. The reporting form is provided by Rule of
Procedure No. 216®fficial Gazette of the RS No. 72/2006.
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Table 2.2 Number of reported work accidents and occupational diseases in Serbia, 2000-2012

Year Number Number of work accident inspections Number of
of work Total Death Severe Light Collective occupational
accidents diseases
2000 27,908 835 32 788 - 15 232
2001 27,026 489 25 448 - 16 205
2002 26,391 831 48 771 - 12 143
2003 21,903 829 25 794 - 10 97
2004 24,290 811 47 742 - 22 80
2005 21,924 1,037 43 907 56 31 78
2006 - 1,102 54 966 82 27 66
2007 - 1,330 28 1,140 162 28 104
2008 - 1,285 42 1,034 177 32 57
2009 21,870 1,286 37 1,004 (18) 223 22 29
2010 22,481 1,322 35 1,026 (21) 232 29 30
2011 19,717 1,082 28 976 (18) 54 24 23
2012 15,843 1,243 26 1,016 (13) 177 24 19

Source: Republic Health Insurance Fund (number of work accidents), Labour Inspectorate (number
of work accident inspections), Institute of Occupational Health (number of occupational diseases).

Notes: The numbers in brackets in the fifth column from 2009 onwards indicate the severe injuries
which resulted in death at the hospital.

The following observations and remarks are made:

The Health Insurance Fund keeps data on the nuafl@ases and expenditure on work-
related sick leave and medical care. However, #pemrditure on medical care does not
reflect the full medical costs. The Pension andabigy Insurance Fund keeps data on
the number of cases and expenditure on newly adatsability pensions due to work-
related causes and the bodily damage benefitstdtee change in the IT system several
years ago, information on accidents by the indalssector is no longer available.

The Health Insurance Fund receives more than 2@0K accident claims annually. For
the period 2010-2012, 82.2 percent were light, be&ent, severe and 0.1 percent, fatal.
The decrease in the number of reported cases ih @d 2012 is due to the amendment
of the Health Insurance Law which excludes comngutincidents from work injurie's.
Recently, however, the Constitutional Court hasrimed this amendment. From 2013
onwards, the number of work accidents is expeabedat back to the previous level.
Incidentally this experience reveals the size ohewting accidents, which is estimated
at around 5,000 annually, or around one-fourttheftbtal work injury cases.

It was discovered that the work injury report forare not always sent to all the four
institutions mentioned above. In fact, the OSH Cliveate receives only a portion of the
forms (around 9,000) and does not share them wih.abour Inspectorate.

13|n contrast, the Pension and Disability Insuranae has always regarded disability caused by conmyuo
workplaces as work-related.
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The Labour Inspectorate annually conducts arouB@0linspections of work accidents,
two-thirds of which occur in the construction secithe number of inspections accounts
for only around 6.5 percent of the total reportemtknaccidents. The inspection is focused
on severe, collective, and fatal cases. A compangth the Health Insurance Fund data
indicates that although almost all fatal casesrapected, only one-third of severe cases
are investigated by the labour inspectors.

With regard to occupational diseases, althoughinkstute of Occupational Health had
recorded more than 200 cases in the beginningeo@0s, the number has diminished
to less than 30 in recent years. It is obvious that notification system for reporting
occupational diseases does not function effectiv€wrrently, there is no unique
occupational diseases register, nor unique criierighe identification of occupational

diseases.

2.2 Under-reporting of work accidents and its cons

The number of reported work accidents and occupatidiseases accounts for only a small
portion of the real figures. Interviews with thecsb partners indicated that the practice of
non-reporting is likely to be prevalent in smaltexi private enterprises with no trade union

equences

or OSH committee. To provide indirect evidence afler-reporting of work accidents in

Serbia, Table 2.3 compares work accidents and tasour market statistics of Serbia and
Germany. As explained above, the number of repavta#t accidents in Serbia is assumed to

be 20,000.

Table 2.3 Work accident data and labour market indicators in Serbia and Germany, 2012

Serbia Germany
Population 7.5 million 81.8 million
Employed population 2.3 million 41.1 million
Number of enterprises 0.22 million 3.23 million
Reported work accidents 20,000 1,007,864
(absence more than three days)
Reported work accidents per 1000 8.7 26.0
employed population
Labour inspectors (all) 259 5,400
Labour inspectors per 1000 enterprises 0.80 1.67
Labour inspectors (OSH inspection) 115 5,400
Labour inspectors per 1000 enterprises 0.36 1.67
(OSH) inspection
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Figure 2.2 Comparison of cash benefits between work-related and general cases

(a) Work-related case

60,000 Salary benefits

Employer
28,000 Disability pensions

Pension and Disability Insurance Funde

6 months

(b) General case

39,000 Salary benefits

Employer ->| Health Insurance |19,400 Disability pensions

Fund Pension and Disability Insurance Fundee

30 days 6 months

Notes: Benefits are calculated for a 40 year-old average wage worker with a 15-year insurance
period. The average wage is assumed to be 60,000 RSD per month.

It is observed that the rate of reported work amaid per 100 employed population in Serbia
is almost three times less than that of Germarng¢8ses as opposed to 26.0 cases). However,
due to the under-reporting problem, this does neammthat Serbian enjoys a much higher
level of workplace safety than Germany. If one asssi that Serbia has the same rate of
reported work accidents as Germany, a simple estimahows that the actual number of
work accidents in Serbia would be almost three simere than the reported cases. It should
be noted that if Serbia has higher actual incideates of work accidents than Germany, the
number will be accordingly higher.

Significant under-reporting entails a number of ateg consequences. Major issues are as
follows.

- A large number of work-related cases are treatedeagral cases. This means that the
injured workers and their families do not receihe tompensation to which they are
legally entitled. Instead they only receive a lovestel of benefits or are required to share
certain medical care costs, although at a modestiatr(See Figure 2.2). Some workers,
especially those working in small enterprises wiibh trade union, may have weak
bargaining power and have no option but to agreeotceal the real cause of their
injuries/diseases or to accept any illegal setttgroéfered by their employers.

- From a financing point of view, because of the égbaring of the total contributions for

pensions and health insurance, under-reporting romdes the employers’ financial
responsibility for compensation against any empleytinjuries.
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- Incomplete understanding of the causes of workdaots and occupational diseases also
makes it difficult for OSH authorities to designdaimplement effective prevention
measures and to monitor their impact. Without bddiastatistics it is difficult to set
rational targets and to identify priority areasacfion in which investments in prevention
activities need to be made to reduce work-relatettants and diseases.

- Further, the absence of a clear line of demarcahetween work-related cases and
general cases makes it difficult to quantify thetsaf employment injury benefits. This
inhibits the competent authorities from applyindfetiential contribution rates which
reflect the degree of occupational risk of diffargmustries or to adjust contribution rates
based on past experience (also known as the “bor@lss” system).

2.3 Problem analysis and recommended actions

This section analyses the underlying causes anditamms for non-reporting and presents
recommendations for corrective actions.

(1) Low awareness and low involvement of social partners

First and foremost, there is a lack of awarenessheffact that proper reporting is an
important step for the compensation and preventibrvork accidents and occupational
diseases. It appears that compliance with the tiagoobligation is not a well-established
practice among employers and workers in Serbisshtuld be recognized that a well-
functioning national OSH system and employment rinjoenefit system will not only
improve working conditions but also will contribui@ improved productivity and economic
growth.

Social partners should play a more active rolensueng work accident reporting, and more

generally, in the effort to create a safety cultatréhe enterprise, industry and national levels.
To achieve this, it is crucial to strengthen thmpacities through effective training and to

raise their awareness through information and adarcactivities. Extending such support to

workers in enterprises with no trade unions, té-emiployed workers and to farmers should
also be considered.

(2) Deficiencies in the reporting procedure

The reporting process needs to be reviewed, andotes and responsibilities of employers,
workers, the Labour Inspectorate, the OSH Diretégrine Health Insurance Fund and the
Pension and Disability Insurance Fund need to éarisl defined.

The current two-channel notification process shadogdstreamlined and unified. A work
injury report form should be submitted to one fggaint institution which is in charge of its
(electronic) distribution to all the other relevanithorities, including the Labour Inspectorate.

An error and fraud control mechanism for reportaguld be introduced. For this purpose,

the representatives of the workers should signaibik injury report form in addition to the
employer. Also, medical doctors and hospital staifi remind the employers to report and

11
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can serve as an independent source to collect essmppltary information on occupational
accidents and diseases.

The current work injury report form which requirdstailed data (80 fields in nine pages) is
creating an excessive administrative burden on eyeps. The reporting form, which should
collect the essential information, needs to be Bfiag to allow employers to complete it
with less time and effoff The forms should be available both in electroama printed
versions.

The collected data on work accidents and occupationjuries should be analysed
systematically and the results should be presentesh OSH report, or the National OSH
Profile. These statistics will serve as the bagispreventive interventions, in particular the
National OSH Programnig.

(3) Weak enforcement mechanism

The current system relies on the employers’ volyntzompliance with their reporting
obligation. It does not have any effective enforeatrmechanism.

Although labour inspectors investigate fatal angese accidents and prepare detailed reports,
they should give greater attention to work injueparting especially for small and medium-
sized enterprises. It is recommended that at BAgtercent of severe accidents should be
inspected by the Labour Inspectorate. In orderthier Labour Inspectorate to conduct more
safety inspections with its limited resources, teehnical capacity of the inspectors to
provide integrated services should be strengthehedndicated in Table 2.3, in Germany all
labour inspectors are technically competent to aohdafety inspections. In order to plan
inspections in a targeted manner, the Labour Irepse should receive all work injury
reports without delay.

At the same time, legal instruments, such as thiet io impose penalties or to prosecute,
should be available to labour inspectors. By udimgse instruments strategically, labour
inspectors can better influence the employers waib tb comply with the reporting
obligation.

However, punitive control measures alone will no¢ Bufficient. They should be
complemented with measures which motivate emplogereport all accidents and diseases
at work. One such incentive measure is to give dsvdor enterprises with good safety
performance. Again, the prerequisite is that thporeéng system functions well. In case non-
reporting is detected with a winner of such an awdrshould be repealed retrospectively.

4 Examples of the work accident report form of thert@an system and the UK system are presented in
Appendix Il of “Improvement of national reportindata collection and analysis of occupational acti&l@nd
diseases”, Safe Work Working Paper, ILO, 2012httidd be noted that these countries require thertiegy of
“accidents” instead of “injuries”.

15 Examples of other European countries are preséntégppendix Ill of “Improvement of national repant,
data collection and analysis of occupational act®land diseases”, Safe Work Working Paper, ILQ220
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(4) Problem with employers’ direct liability

The existing legislation contains certain elememsich may act as disincentives for
employers to report work accidents and diseases.

As a typical example, according to the currentdiegion, the maximum amount of short-
term sickness benefits (salary benefits) that apleyer is liable to pay is 6 months’ salary
for work-related cases (100 percent of salary forta six months), while for non work-
related cases it is 65 percent of salary for th&t 80 days, as any further payment will be
covered by the Health Insurance Fund. In the alesehan effective enforcement mechanism,
such a large discrepancy in the direct financiadt€aonay lead some employers to fail to
report an accident. If the compliance with workideot reporting is improved, it is expected
that the employers would prefer to cover employmapiry benefits by social insurance
rather than their own direct liability.

Clearly, the direction for Serbia is to transfornod-term disability benefits (salary benefits)

from direct employer liability into an insurance nedit. It should be also noted that

international labour standards on employment injomgtection mandate that cash benefits
should be financed by insurance or taxation.

(5) Lack of integrated approach to occupational risk management

The occupational risk management is fragmentederbi®& A number of institutions are
involved in each of the three phases of occupatinsia management, (namely, prevention—
compensation — rehabilitation). Each institution rkgo only within the scope of its
jurisdiction. However, there is neither a close rdimation between these institutions nor a
national authority which oversees all aspects ofipational risk management from a broader
perspective.

On the one hand, the existing work accident datagssed by the Health Insurance Fund and
the Pension and Disability Insurance Fund are afficeently used by the OSH Directorate
and the Labour Inspectorate to plan targeted pt@sremctivities. On the other hand, the
impact of prevention in terms of the reduction enéfit expenditure and labour costs is not
adequately appreciated by the Health Insurance Famil the Pension and Disability
Insurance Fund or by some employers.

In view of the fragmented structure in Serbia, aenmordinated approach on occupational
risk management is required.

2.4 The new work injury reporting system

In order to improve the reporting of work injuriaad occupational diseases, the Institute of
Occupational Health in the Ministry of Health haseh developing a new IT system for work
injury reporting.

The new reporting system and processes are desigitheh the current legislative

framework and the distributed responsibilities Warious components of occupational injury
management across agencies. However, the new systeniuces a substantial change from
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the current system and is expected to improve éporting of work injuries using the

standardized international coding system. The Gowent started to pilot this reporting

system in Valjevo in 2013, and plans to extend the whole country by mid-2014.

This section provides an overview and an initidemsment of the new reporting system.

Annex C presents detailed technical assessment basethe experience of the system
development and the initial implementation.

(1) An overview of the new system
Figure 2.3 illustrates the whole process graphicall
Figure 2.3 Information flow under the new reporting system

) REPRESENTATIVE
Work injury

reported

Copy Completed Claim Form
— Except Employer part

\

—
Initial claim

—

Medical report signed Paper copy

by Doctor stamped sianed / Decision
TRADE UNIONS \ \

EMPLOYERS' ORG. Electronic Claim 2% MEDICAL

MEDICAL Form Including

MEDIA GROUPS OFFICER Spit COMMISSION
Employer part e ————
\ ployerp Decision K—y REPORT
) Employer disputes or DECISION
Resticted Electronic Claim Form refuses to accept liability

Data Access MEDICAL

Except Employer part Majority
P ployerp ic COMMISSION Decision
X All Cases LABOUR
/ Unanimous INSPECTORATE
OSH Decision Decision
DIRECTORATE INSTITUTE OF Vi
OCCUPATIONAL Records

R~ Claim HEALTH
Record
ecords BENEFITS Claim > HI FUND
PROCESSING AS PER Records
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Sep 1. Initial reporting process

In the new system the injured worker or his/herespntative reports the injury to the OSH
representative in the workplace and the employethé event of serious or collective injuries
the employer is obliged to inform the local brawthhe Labour Inspectorate.

The injured worker usually attends the primary tieahre centre for treatment. During this
process the medical officer is required to compileéemedical information in the health care
centre’s existing electronic health recording systend completes the work injury report
form.

The medical officer is required to print the worluiry report form in two parts, the first part
for the employer to complete and the second paitiwis the medical officer’s report. The
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worker or his/her representative is responsible gmviding the paper copy of the work
injury report to the employer who is required tangdete the form online if he/she has
internet access and electronically transferrettédnstitute of Occupational Health.

The employer is also required to print, sign aracelthe company seal on the paper copy
which is mailed to the Institute of OccupationalaHle. For those employers without internet
access, the local office of the Health InsurancaedrFbas been identified to assist these
employers complete the work injury report formsim&l This additional step is designed to
eliminate the opportunity for false claims beingngeated electronically. The employer
response is required within 48 hours and failuredmply will result in follow up action
from the Institute of Occupational Health.

The Institute of Occupational Health is the centrab for all work injury reports that are
received electronically from medical officers andoaper from employers.

Sep 2. Validation of work injuries

This process is designed to validate the work njat each local provincial centre (about 26
in total), a Medical Commission composed of threediwal doctors is appointed to

adjudicate on a range of medical diagnoses anthtezds. The commission is expected to
return a unanimous decision by the three memberthd event this is not achieved then a
second commission would be consulted and the niyapecision accepted.

In the event of dispute by the employer the cagefesred to the local Labour Inspectorate

which in normal circumstances will conduct a sitgtvand produce a report and make a final

decision. The only recourse for a dissatisfied woiik then through the civil courts. This can

be a lengthy and costly exercise and there is aalcevidence of cases taking several years
to resolve.

Sep 3. Lodgement of claim and completion of work injury recording

In this process the validated final form is printad sent to the injured worker and to the
employer. Either party may lodge the claim form hwihe Health Insurance Fund for
assessment.

There is an opportunity to allow for an additiocahtrol if required. Individual claims for
payment by each medical officer and monthly sumesaare sent electronically to the Health
Insurance Fund. These claims for payment and thd wagury report forms can be cross-
referenced as an additional control if required.

The new system is also designed to provide a rahg@ndard statistical reports to the major
stakeholders who will be given various levels afess to the database. Limited access is also
planned to be provided to trade unions and empsdyeganizations. Given the requirement
to raise the public awareness on OSH, it is alspgsed to provide general data to the media
to assist in promotion of OSH. This will be dondhmiegard to privacy and security of the
individual records held in trust by the InstitufeQccupational Health and other stakeholders.

It should be noted that although the Institute otpational Health can forward completed

claims electronically to the Health Insurance Fuadd the Pension and Disability Insurance
Fund this extended process is subject to acceptamtdemand by those funds at this stage.
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(2) Report form

The new reporting process has two report formsstfFthe employer’'s report requires 49
fields (although there are 43 listed fields theeeasix fields with two sections).

Table 2.4  Structure of the employer’s report form in the new system

Data group heading Fields
I Data on employer 6
Il. Data on injured employee 14
Il Data on work related injury 23
IV. Data on witness 2
V. Data on person appointed to be responsible for safety and health 2
Signature block 2
Total fields 49

Second, the medical officer’'s report requires 26d8 to be completed including three in the
signature block.

Table 2.5 Structure of medical officer’s report form in the new system

Data group heading Fields
l. Data on injured employee 5
Il. Medical doctor who first examined employee 2
Il Medical doctor who completed the report on the injuries 2
IV.  Nature and location of injury (nature and code of diagnosis according to 3
ICD, from severe to minor)
V. External causes of injuries (nature and code of diagnosis according to ICD) 11
Medical centre signature block 3
Total fields 26

Whilst the new form contains only five fields lesn the current form it is much more
efficient to complete. The new form has auto lingsthe primary health care information
system in order to auto-fill the employee datadiel

Almost all of medical officer and employer fieldsntain “drop down” menus. This feature
has been included so that standardised data fieldsesult in consistent data in the database

and the “free text” options are now almost non-xis The drop down menus are based on
the following international standards:

International Standard Industrial ClassificatioraffEconomic Activities;
International Standard Classification of Occupafi@CO 88];

European Classification of Economic Activities (NBX and

European Statistics on Accidents at Work (ESAW).

The extent of the level of compliance with the intgional standards cannot be determined
without a detailed study of the drop down menustlmn form and their relevance to the
current situation in Serbia. It is reasonable tpeex that some assistance will be required to
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allow employers to maximise the inputs in the foithe majority of the fields are mandatory
and the electronic version of the form cannot bemeted without completing all of the
critical fields.

In addition to the normal range of items in theetntaitional Standards, the new work injury
reporting system has included a range of additiapedstions in order to establish more
information about work injuries in Serbia. At tigsint a detailed assessment on this strategy
cannot be made without further analysis of whaepibptions may be used to obtain this
additional information.

(3) Concluding remarks

As a result of the initial assessments of the wojpkry report system, the following remarks
are made:

- The new system is mostly an electronic system whidh increase efficiency and
timeliness of processing. The complexity is minietizdue to extensive use of “drop
down” menus with fixed options which also improv&sndardization of data. At the
same time, since not all employers are familiahwiite use of electronic systems, forms
should be available both in electronic and priritedhs.

- While key inputs come from the examining medicdicets and the employers, the new
system enables a more rigorous assessment pracedaims through involvement of the
Labour Inspectorate and the Medical Commissions.

- As the system is web-based, it is easily accessitiless Serbia. Commonly accessible
database can form the basis of the statisticali@odnation systems to all stakeholders.
For the development of the statistical reportingtem, stakeholder requirements need to
be sought. The system also has a potential forresxpa to include reporting of all
accidents and integration with the proposed healithagement systems.

- The new reporting system is critical for improvitige data collection. The new system
has a capacity to produce “on demand” statisticspecial initiatives. In particular, the
new system enables the government authorities sigmlemore effective reduction
strategies and carry out a more accurate cost a&spim of work accidents and
occupational diseases. For these purposes, itsentgal that the accident data are
classified by industry.

- Although an open source software is used for thabdse software at minimal cost, the
costs for development of the system have been bsubstantially by the Ministry of
Health. A forward cost assessment needs to be e&betpin order to identify the funding
requirement to fully implement the system and fisgoing management costs.

- For further development, the help desk functiorcngical to the user acceptance and
efficient operation of the system. This will be maritical in the environment when the
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number of smaller employers use the system, péatiguin providing technical
assistance in the setup and help in operationeaf slystem.

There is a single controlling agency, though the &gency is yet to be legislated. For the
management of records in the new system, effectigritoring and intervention by the
Institute of Occupational Health is essential tatigate the risks of long delays in
processing.

It has been reported that the user acceptancghsdspecially amongst medical officers.
The ILO is committed to assist in extending theniray to medical officers all across
Serbia.
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3. Estimation of the contribution rates for employ ment
injury benefits

This chapter identifies the contribution rate neeeg to finance employment injury benefits
and presents further variants of contribution asgstems. This provides an important piece
of information because there are no earmarked iboititsns for financing employment injury
benefits in Serbia.

3.1 Estimation of the average contribution rate

The current Serbian employment injury insuranceesysde facto adopts pay-as-you-go
(PAYG) financing with a uniform rate. Under the P@&Yfinancing system the benefits
expenditure is met by current contributions andigaificant fund is set aside in advance. In
order to collect contributions sufficient to coal current and future costs related to claims
occurring in any year, a widely adopted financiggtem for employment injury insurance
consists of applying the PAYG for short-term betsefitemporary incapacity benefits,
medical care and rehabilitation programmes) and ftitiefunding for long-term benefits
(permanent disability and survivors’ pensions)phrticular, the terminal funding financial
system is normally used to finance the long-termefits. Under this system, in the year the
pension is awarded a contribution equal to theaazlly assessed present value of pensions
is set aside as a reserve for the future pensigmeats. With a view to enhancing fairness
and equity of the system, it is recommended thabi&ehould consider the adoption of the
full-funding financial system, at least for the ¢pterm benefits.

The contribution rate is set equal to the sum ef ¢ixpected benefit costs and expected
administrative expenses expressed as a perceritdige expected insurable earnings. Under
the recommended financial system, the scope of bideefit costs to be met by the
contributions in a given year covers the following:

- the medical care and rehabilitation services paithé year;

- the temporary incapacity benefits (except for ihst 80 days) paid in the year;
- thepresent value of permanent disability pensions awarded in tree;ye

- thepresent value of survivors’ pensions awarded in the year;

- thepresent value of bodily impairment benefits awarded in the year;

- the care and assistance compensation paid in Hreamd

- the funeral grants paid in the year.

In addition, the long-term liability with respea the current beneficiaries of disability and
survivors’ pensions and bodily impairment beneitould be financed separately. In view of
the fact that the Pension and Disability Insurafged has been in deficit, the implications of
the transition costs should be recognized.

The contribution rate has been estimated undeset®of assumptions. The base assumption
represents the status quo estimate based on gestience. The alternative assumption takes
into account the reduction of under-reporting cfesathrough improvement in the reporting.
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Table 3.1 presents the preliminary results of estith average contribution rates of the
employment injury system in Serbia.The contribution rates are presented separatelhé
Health Insurance Fund and for the Pension and Ditydlbsurance Fund.

Table 3.1  Preliminary estimates of the average contribution rates of the employment injury
system in Serbia
(As a % of insurable earnings)

Contribution rate Option A (recommended) Option B
Base Alternative (full PAYG)
(Base)
Health Insurance Fund 0.46 0.67 0.46
Pension and Disability Insurance 0.63 0.71 0.67
Fund
Total 1.09 1.38 1.13

Source: ILO estimation.

Either result accounts for a small portion of timpéoyers’ total social security contribution
rate. The following remarks should be made.

- Option A is the recommended system, which combP&¥G for short-term benefits
and terminal funding for long-term benefits. Théreated average contribution rate for
employment injury benefits is 1.09 percent under lthse assumption and 1.38 percent
under the alternative assumption. It should be chdkat the long-term liability for
current beneficiaries is financed by a constanttrdmution rate over a 25-year
amortization period.

- Option B presents the contribution rates underRA& G financing system in the base
case scenario. It should be noted that the reguttontribution rate under Option B,
estimated at 1.13 percent, turned out to be higear the rate under Option A. This is
due to the large magnitude of the liabilities farrent beneficiaries who were awarded
pensions in the past.

The contribution rates should be reviewed on aiooat basis by taking into account the
most recent experiences of incidence and sevefityark accidents and occupational
diseases. It is recommended that in the next redkvassumptions should be carefully
revised based on further analysis of the data ikberoto ensure their reliability and
completeness.

3.2 Differential contribution rates by industry

Given that the employment injury risk varies widbly economic activity, employers may be
classified into groups according to their risk @wderistics and a risk-based contribution rate
can be applied for each group of employers. Unkerdifferential rating system, each risk

' Annex A describes the process of the actuarihasibn of contribution rates.

In view of this observation, if one assumes thattiodily impairment benefits are financed by PAWkile
disability and survivors’ pensions are financeddayninal funding, then the resulting contributiateris 1.14
percent under the base scenario.
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group is considered as an autonomous financial dimé results are usually presented in
terms of the relative risk coefficients which regget the degree of risk of each rate group in
relation to the average risk.

Due to the recent change in the IT system in th@aksecurity organizations in Serbia,
information on work accidents by industrial secterno longer available. This made it
impossible to estimate the contribution rates sapér for each risk group. Therefore, in this
report, the emphasis is given on the methods amsteps for the determination of
contribution rates.

The statistical classification of economic actestiin the European Community, called
NACE"® Rev. 2, is used by the Statistical Office of Srifherefore, it would be reasonable
to use it as a base to elaborate the classificatystem for employment injury contribution
rate setting.

Table 3.2 presents the number of enterprises ampdogees for 12 industry classifications in
Serbia. Note that this table does not include aetahe agriculture, forestry and fishing
sector.

Table 3.2  Number of enterprises and employees by industry in Serbia, 2010

Enterprises Employees

Number Share Number Share
Mining and quarrying 313 0.4% 22,769 2.2%
Manufacturing 17,282 20.6% 345,719 33.7%
Electricity, gas, steam and air
conditioning supply 311 0.4% 28,387 2.8%
Water supply; sewerage, waste
management and remediation
activities 714 0.9% 36,023 3.5%
Construction 7,142 8.5% 86,768 8.5%
Wholesale and retail trade; repair
of motor vehicles and motorcycles 33,860 40.4% 231,045 22.5%
Transportation and storage 4,744 5.7% 97,577 9.5%
Accommodation and food service
activities 2,254 2.7% 23,734 2.3%
Information and communication 3,760 4.5% 46,305 4.5%
Real estate activities 710 0.8% 3,572 0.3%
Professional, scientific and
technical activities 10,007 11.9% 58,861 5.7%
Administrative and support service
activities 2,690 3.2% 44,036 4.3%
Total 83,787 100.0% 1,024,796 100.0%

Source: Statistical Office of the Republic of Serbia, Statistical Yearbook 2012.

18 NACE is the acronym for “Nomenclature statistiqles activités économiques dans la Communauté
européenne”. Its hierarchical structure is compadetll sections, 88 divisions, 272 groups and 6asses.
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The industrial grouping in the above table providd#st step towards establishing relative
risk coefficients. With a view to refining theseassifications, the possibility of subdivision
of certain sectors is investigated. The risk cfasgdion of employers must achieve optimal
balance between conflicting objectives of equitg atatistical credibility.

3.3 The experience rating system

The exposure to risk within the same economic #gtigan differ between enterprises
because of different standards of safety conditiahsthe enterprise level. Prevention
activities and the commitment of employers and woskto the early return to work of
injured workers will also have an impact on theaxignce of individual employers.

Experience rating is intended to serve as an ineerior employers to reduce both the
number of workers injured and the length of lostetiby encouraging the employer to
establish and maintain safety and prevention progres and to assist the worker to return to
work as early as possible.

Under the experience rating system (also referoedst the merit rating or “bonus-malus”
premium system), the contribution rate of an indiingl employer is adjusted according to the
accident experience and the accident preventiorsunes taken by the employers.

Adjustments of the contribution rate can be madsgectively or retrospectively. Under the
prospective approach future contribution ratesaalj@sted through discounts or surcharges
according to the past experience of the employeiomparison with that of their industry
risk group. Although employers’ contribution ratesist be responsive to experience, the
magnitude of discounts and surcharges must beaasomable relationship to employers’
experience variations, taking into consideraticeirthize™®

Under the retrospective approach, on the other,heamh employer pays the contribution rate
set for their industry in the first place. Aftercartain period following the end of the year,
retrospective refunds or surcharges are made lmsdte employer’s actual claims. In order
to avoid excessive differences between the indadtribution rate and the final charges, an
appropriate insurance mechanism must be includethendesign of the rating system.
Retrospective plans based on experience may bectedtto establishments over a certain
size.

Experience rating systems require reliable databgstaining to each employer and
advanced tools for the billing of individual empérg. They also generate the need for more
or better-trained staff in the administrative bodiich means higher administrative costs for
the system. In theory, a more sophisticated sysimentail better incentives for prevention
and an increased number of workers returning takwalthough the costs of administering
the system will be higher. However, if higher adistirative costs can be offset by a
reduction in the total cost of employment injuridsen the experience rating system can be
considered appropriate. This trade-off is not aatienand in order to achieve the desired

¥ The range of variation of contribution rates diféoy country. As explained in Annex B, in the Jese
system, the contribution rates are adjusted withim range of 40 percent in general cases. Howgker,
maximum range of adjustment is 35 percent for trestry sector, and 30 percent for constructionegts. In
Quebec, there is an upper limit at 3 times for lsarge, but no limit for discount.
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result, the policy and its implementing strateggaéo be carefully designed in view of the
country’s administrative capacity.

Table 3.3 presents the number of enterprises g/ Slmvided that small and micro-sized
employers will be excluded as their statisticalddréity is too low, it is assumed that the
scope of the experience rating covers all large mredlium-sized enterprises as well as
certain small enterprises classified in high riskugps. From this table, it is estimated that at
least 3 percent of the total number of enterprisest least 60 percent of the total employees
can be subject to experience rating. By industng, number of large and medium-sized
enterprises is relatively high in manufacturingastouction, and wholesale and retail trade.

Table 3.3 Number of enterprises by industry and size in Serbia, 2010

Large Medium Small Micro Total
(250 or more (50-249 (10-49 (0-9
employees) employees) | employees) | employees)

Mining and quarrying 9 20 40 244 313
Manufacturing 234 894 2,668 13,486 17,282
Electricity, gas, steam and

air conditioning supply 15 27 38 231 311

Water supply; sewerage,
waste management and
remediation activities 31 120 132 431 714
Construction 54 217 895 5,976 7,142
Wholesale and retail trade;
repair of motor vehicles

and motorcycles 68 422 2,753 30,617 33,860
Transportation and storage 34 101 565 4,044 4,744
Accommodation and food

service activities 7 77 334 1,836 2,254
Information and

communication 17 64 414 3,265 3,760
Real estate activities 1 6 42 661 710
Professional, scientific and

technical activities 8 117 867 9,015 10,007
Administrative and support

service activities 31 64 210 2,385 2,690
Total 509 2,129 8,958 72,191 83,787
Distribution of enterprises 0.6% 2.5% 10.7% 86.2% 100.0%
Distribution of employees 40.3% 21.8% 17.7% 20.2% 100.0%

Source: Statistical Office of the Republic of Serbia, Statistical Yearbook 2012.

In designing and implementing an experience rathygtem for Serbia, the following
conditions should be met in order for the ratingtesn to achieve its aim of reducing
employment injuries and hence improving safety lagalth at the workplace.
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First, the experience rating system requires daetadata by individual employers which
are currently unavailable in Serbia. Given undg@eréng on work accidents and lack of
notification of occupational diseases, the lackaoteliable database is a particular
problem with employment injury insurance. Thus, @ids database of employment
injuries will need to be developed as a prerequisdr the implementation of the
experience rating system and also for improvingnidestry rating system.

Second, the capacity of the government and soe@lry organizations should be built
to implement the experience rating system effityert the same time, employers and
workers should be adequately informed of the impletation of the experience rating
system and its impact on their future contributiates.

Third, the implementation of an experience ratiggtesm requires a set of rules. For
example, provisions are needed to prevent avoidahsercharges by employers through
closures and reopening of enterprises under aredrftdegal umbrella. Certain types of
claims such as long latency occupational diseasgsrde special attention in their use for
individual rate purposes and adequate rules mugtubén place. It is also well known
that the success of experience rating is strorgpted to the ability of the authorities to
enforce the rules regarding the reporting of irgsiri

Fourth, as a large majority of small enterprised alh micro enterprises (which account

for 97 percent of enterprises in Serbia) as wekelemployed workers are not eligible

to receive the financial incentive through the eigrece rating system, other measures
would need to be put in place to extend prevergatieasures to cover all workplaces,
which can possibly be subsidized from the contrdng or the state budget.



4. CONCLUSION

4. Conclusion

Over the course of the ILO technical assistanceraployment injury protection for Serbia,
major problems have been identified and optionetmeen formulated on the recommended
actions. This chapter summarizes the key recomntiemdaand outlines their implementation
strategies.

4.1 Summary of recommendations
(1) Amendment of the current system in conformity with international standards

The current employment injury protection systenserbia needs to be amended in order to
fully conform to the general principles of interoatal standards, in particular the
Employment Injury Benefits Convention, 1964 (No.l1l2vhich Serbia has ratified since
2000.

- First, in view of the principle that cash benef#isould be financed by insurance or
taxation, the temporary incapacity benefits (salaepefits) due to work-related causes
(except for the first 30 days) as well as vocatigehabilitation should be transformed
from direct employer liability into social insurandenefits, possibly by incorporation
into a suitable existing social insurance systeihthe compliance with work accident
reporting is improved, it is expected that the ewpts would prefer to cover
employment injury benefits by social insurance eatthan their direct liability. The
necessary contribution rate for financing the terapoincapacity benefits is estimated at
0.17 percent under the base assumgtion.

- Second, in view of the principle that the cost®wiployment injuries are to be financed
exclusively by employers, the current equal sharaigcontribution rates between
employers and workers should be revised. Under dingent system, the average
contribution rate for employment injury benefitsndiuding temporary incapacity
benefits) is estimated at 0.46 percent for the tHelalsurance Fund and at 0.63 percent
for the Pension and Disability Insurance Fundh#se contribution rates are earmarked
for the employers, and the remainder is dividedaélguetween employers and workers,
the total contribution rate for the Health Insumrfeund, currently at 12.3 percét,
should be shared 6.4 percent by employers and é&r&mt by workers, and the total
contribution rate for the Pension and Disabilitgurance Fund, currently at 24 percent,
should be shared 12.3 percent by employers andpktcént by workers.

21t should be noted that the Employment Injury BéseConvention No.121 mandates that the benefille
must attain 60 percent of the reference wage &taadard beneficiary (a male worker with a wife amd
children).

L Since it is assumed that the scope of the bermfiters the work-related temporary incapacity biesiehe
contribution rate for the Health Insurance Fundusthde increased accordingly. However, it is expedhat a
large part of the additional work-related temporiagapacity benefits would be offset by the redutin the
non work-related temporary incapacity benefits.

2 |n view of the previous footnote, no additionahtribution rate is assumed.
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(2) Improvement of reporting of work injuries and occupational diseases

The lack of comprehensive knowledge on work acdsle@md occupational diseases is a
fundamental weakness in the current employmentyinpuotection and occupational safety
and health in Serbia. As a result, significant urré@orting hampers the effective prevention
policies and the creation of a more equitable caregion system.

Priority action should be given to improving tharemt system of notification and recording
of work accidents and occupational diseases. kn dgard, the Government of Serbia has
been developing a new IT system for the reportingark injuries and occupational diseases.
The new system is expected to improve the repomihgvork injuries and build a more
comprehensive knowledge base. The ILO will asdist process of replicating the pilot
project throughout the country through a seriesraihing sessions at the local hospitals. It
will also closely monitor the progress of implenaidn and provide recommendations for
further improvement based on technical assessments.

At the same time, the technical capacity of labmapectors should be strengthened to
provide integrated services and conduct more safigpections with the available resources.
It is recommended that the percentage of inspectisevere accidents should be increased
from the current 30 percent to at least 50 perdeatticular attention should be paid to small
and medium-sized enterprises.

(3) Synergy between prevention and compensation

For better occupational risk management, the reatessakeholders should promote the
synergy between prevention and compensation. lhi&eoccupational risk management is
undertaken by different institutions as a part béit jurisdiction, including the OSH
Directorate, the Labour Inspectorate, the Healtbudance Fund, and the Pension and
Disability Insurance Fund. In view of the mutuahbét from an integrated approach, closer
coordination between various institutions is regdir

This view is also recognized by the Law on Occuyeti Safety and Health of Serbia. Article
52 of the Law states that “Employers, trade unidnsuyrance companies, organizations
authorized for health and pension and disabilitturance shall be liable to cooperate in
adopting common views on issues concerning promatfsafety and health at work, as well
as to take care about development and promotidheofieneral culture regarding safety and
health at work, in accordance with this Law”.

To achieve a more transparent link between corttabs and expenditure on employment
injury benefits, the following two options of riskased contributions have been explored.
These measures should be considered as a mediomgéal which should be implemented
after the improved reporting system is in place.

- First, it is proposed to introduce differential tdloution rates which reflect the risk of
industries. The statistical classification of eamno activities in the European
Community (NACE Rev. 2) can provide a reasonabtebar the grouping of employers.
Due to the lack of employment injury benefits dagaindustry, it is not possible to
estimate the industrial contribution rates. Thus theasure can be implemented after the
database based on the new reporting system isdpéyational.
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- Second, as a measure to provide incentives for@m@’ commitment to prevention of
employment injuries and collaboration for facilitef injured workers’ early return to the
work, experience rating can be considered. It wdnddoossible to design a prospective
experience rating system for medium and large pnges that meet the statistical
credibility criterion and certain small enterprigedigh risk groups. It is estimated that at
least 3 percent of the total number of enterprisgsat least 60 percent of the total
employees can be subject to experience rating. Jimsild be supplemented by other
incentive measures that extend preventative measareover all workplaces, including
small and micro enterprises as well as the worlgdaof the self-employed. The
experience rating system requires reliable databagib respect to individual employers
and requires higher administrative expenses. Adha prerequisite is that the reporting
system functions well.

(4) Remarks on the institutional aspects

Concerning the organizational set-up for the imgetation of the new system, the first ILO
report® formulated the following three options based oerinational experience.

- The first option is to operate in the current imdtonal framework with improved
coordination between the Health Insurance Fundiaa&ension and Disability Insurance
Fund. Countries adopting this type of structurdude Greece, Hungary and Estonia.

- The second option is to create an employment irjorgnch” under the Health Insurance
Fund or under the Pension and Disability Insurafged. The implementation can be
made in a phased manner to achieve first integraatributions management and then
gradually administer the benefit payments from rglsi institution. Examples include
France (under the health insurance); Poland andja@al (under the general social
insurance scheme).

- The third option is to establish an autonomousitintgin for employment injury
projection. Examples include Italy and Switzerlgjadsingle institution); Germany and
Austria (multiple industry-based institutions anduambrella organization).

The key national stakeholders should make a sicatgcision, taking into account the
advantages and disadvantages of each option, @sffect to the governance structure as well
as administrative and cost efficienciés. It should also be noted that the institutional
structure of national employment injury insurangstems depends on the historical context
of the country concerned, as indicated in the exesngbove. Thus, careful consideration has
to be given to designing an implementation strat@gich enables a smooth transition from
the current to the desired organizational arrangesne

% |LO. 2012.Employment Injury Protection in Serbia: |ssues and Options (Budapest).

% For detail, reference should be made to the fiGtreport.
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4.2 The way forward

All the tripartite stakeholders in Serbia have galtg agreed on the need for improvement in
employment injury protection and have supportedr@agtive approach focusing on the
prevention of work accidents and occupational dieea

A tripartite Working Group on the insurance agaimsirk accidents and occupational
diseases was established in 2013 to coordinateldlielopment of the employment injury
insurance policy and system in Serbia. Its taskutes the development of a draft Law. In
general, the development and implementation of @abkcsecurity law require strong
commitment and continuous efforts of the key staladrs. The Working Group should
effectively lead and manage the policymaking precéisrough a well-informed and
participatory policy dialogue between key tripartitakeholders.

It is hoped that key findings and recommendatiamsmbilated in the two ILO reports will be
considered as the basis for the development ofSémbian employment injury protection
system which meets the principles mandated bynatemal labour standards.

The ILO stands ready to provide further technicaistance within the framework of the
Decent Work Country Programme for Serbia. In palig it would be prepared to provide
comments on the draft Law and further technicalstamsce and capacity building for an
effective implementation of the prospective Law.
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Annex A Actuarial estimation of the average contri bution
rates

This Annex provides an illustration of the procegstimating the average contribution rate
applicable for 2014 based on the available datheperiod 2010-2012 in Serbia.

The quality of cost estimates depends upon theitguall the data that are available. To

analyze the past experience and establish the asism® with confidence, a complete

database is necessary. In case a full set of datatiavailable, one must use simplified or
indirect estimation methods. It should be noted #ssumptions are not predictions of what
will happen, but a reasonable basis to make piojesiof future outcomes. Observed results
unavoidably deviate from the estimation and appatgractions should be taken when
surpluses or deficits occur.

A.1 Data and assumptions
(1) Number of insured workers

Table A.1 presents the number of active contritautorthe Health Insurance Fund (HI Fund)
for the period 2010-2012. Due probably to the glalvsis, the number of insured persons
shows a decreasing trend. It has been assumethéhatimber of insured persons would be
1,800,000 for 2014. The Table also shows the nurobarsured persons of the Pension and
Disability Insurance Fund (PIO Fund). For the psepaof cost estimation, the same number
of insured persons has been assumed for the HI &owhdhe P1O Fund.

Table A.1  Active contributors to the Health Insurance Fund in Serbia, 2010-2012

2010 2011 2012
Employed by enterprises 1,637,596 1,637,735 1,616,775
Entrepreneurs and individuals 145,388 142,388 139,997
Unemployed 43,060 42513 48,636
Others 6,507 6,248 6,839
Total 1,834,561 1,830,895 1,814,259
Number of insured persons of the PIO Fund 2,067,149 1,774,448 n.a.

Source: HI Fund. PIO Fund

Table A.2 presents the economically active popoatn the labour market in Serbia. The
number of employees contributing to the HI Fundassistent with the number of employees
in the labour market. However, the number of emaepurs and individuals contributing to
the HI Fund account for less than 30 percent ofs#iEemployed in the labour market data.
This discrepancy suggests that a majority of selpleyed do not contribute to the HI Fund
or to the PIO Fund.
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Table A.2 Economically active population in Serbia, 2011

Status Number of persons
A Employees 1,574,943
B  Self-employed (C + D) 499,137
C Self-employed with employees 88,078
D Self-employed without employees 411,058
E  Family workers (F + G) 179,129
F In agriculture 163,143
G In other activities 15,986
H  Employed (A+B+C) 2,253,209
I Unemployed 671,143
J Economically active population (H + ) 2,924,352

Source: Statistical Office of the Republic of Serbia, Statistical Yearbook 2012. Tables 3.4, 3.8.

(2) Insurable earnings

Data on insurable earnings are not directly avhalabut they can be estimated from the
financial data regarding contribution income. InblEa A.3, the insurable earnings are
estimated by dividing the contribution income fack fund by the respective contribution
rate, and the average insurable earnings is cééclfeom the total insurable earnings and the
number of insured persons.

Table A.3 Estimation of the average insurable earnings, 2009-2011

HI Fund PIO Fund
Estimated Average o Estimated Average insurable
Contributions insurable insurable Contributions insurable egrnings
(million RSD) earnings earnings (million RSD) earnings (RSD, monthly)
(million RSD)  (RSD, monthly) (million RSD)
2009 123,009 1,000,073 n.a. 235,818 1,071,900 n.a.
2010 127,183 1,034,008 46,969 262,557 1,193,441 48,111
2011 136,116 1,106,634 50,369 268,067 1,218,416 57,224

Source: Social security contributions extracted from Statistical Yearbook 2012, Statistical Office of the Republic of Serbia.
Table 6.17. Insurable earnings and average insurable earnings estimated by ILO.

The estimated insurable earnings are comparable thét employees' wages and salaries in
the national accounts.

Table A.4 presents data on the national averageesvaly is observed that the average
insurable earnings of HI Fund contributors folloletsame trend as the gross national
average wage. By assuming a 6 percent annual faterease, the gross national average
wage for 2014 has been estimated at 60,000 RSbpeth.

The density is defined as a percentage of the gedresurable earnings with respect to the
gross national average wage. Based on the pastttatalensity has been assumed at 100
percent for the purpose of estimation.
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Table A.4 National average wages in Serbia, 2008-2011

(RSD, monthly)

Year Gross Net

2008 45,674 32,746
2009 44 147 31,733
2010 47,450 34,142
2011 52,733 37,976

Source: Statistical Yearbook 2012, Statistical Office of the Republic of Serbia. Table 3.18.

(3) Temporary incapacity benefits

For the cost estimation of temporary incapacitydbiés, assumptions regarding the incidence
rate and the average duration of benefits are sacgs

Table A.5 presents data provided by the HI Fundtte number of work injuries. The
decrease in the number of reported cases in 20d2@h2 is due to the amendment of the
Health Insurance Law which excludes commuting atisl from work injuries. Recently,
however, the Constitutional Court has overruled gnnendment. Thus, 2010 figures are a
better indication of expected incidence for theifat

Table A.5 Number of work injuries in Serbia, 2010-2012

2010 2011 2012
Light injuries 18,874 16,286 13,093
Severe injuries 3,551 3,375 2,711
Fatal (death on work site and at hospital) 56 56 39
Total 22,481 19,717 15,843
Incidence of non fatal injuries per 100 workers 1.22 1.07 0.87
Incidence of fatal injuries per 1000 workers 0.031 0.031 0.021
Percentage of severe injuries in non-fatal injuries 16% 17% 17%

Source: HI Fund data regarding injuries. ILO calculation.

Table A.6 compares the estimated incidence rategodf injury of seven countries. As can
be seen from the table, Serbia exhibits lower woe rates of non-fatal injuries than most
countries. This provides evidence of under-repgrtof work accidents, especially light
injuries, in Serbia.

It should be noted that these countries use diffebases of incidence rates. For example,
Germany defines the incidence rates as the nunibejuoed workers as a percentage of the
full-time equivalent workers. However, in termstbé average number of insured workers,
Germany's incidence rate would be 1.63 per 100 wwstkIn addition, countries used
different criteria regarding the work injury. Soroeuntries require at least three lost days
while others do not apply any minimum period.
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Table A.6 Number of injured workers per 100 workers in selected countries, 2010

Thailand Trinidad and
(2009) Tobago

1.22 1.76 3.60 2.58 3.63 0.53 0.48
Source: Data extracted from annual reports published by institutions.

Serbia Canada France Germany Portugal

Only fragmented data were available concerning #verage duration of temporary
incapacity benefits in Serbia. Hence it was esthdly making reference to international
experiences. Table A.7 presents the average durafidemporary incapacity benefits in
Canada, France and Portugal (France’s data ismtiteosame basis as Canada and Portugal).
It should be noted that Canada and France havemmbdn the duration of benefits and
Portugal pays up to one year, while Serbia pay® gx months.

Table A.7 Average duration of temporary incapacity benefits in selected countries, 2010

(In days)

Canada France Portugal

79 56 41

Source:  Canada: https://aoc.awcbc.org/lKsmReporting/ReportDataConfig
France: http://www.risquesprofessionnels.ameli.fr/statistiques-et-analyse/sinistralite-atmp.html
Portugal : Gabinete de Estratégias e Planeamento, Estatisticas en sintese, Acidentes de Trabalho 2010
ILO calculation.

For the purpose of cost estimation, the base sicermssumes the incidence rate at
1.54 percent and the duration at 40 days. Thenaltee scenario, which considers an
improved reporting of work accidents, assumes &drigncidence rate at 2.66 percent in
view of the experiences of Canada, France, GermadyPortugal. The alternative scenario
assumes 33 days benefit duration by taking intcsidenation that the proportion of light
injuries is expected to increase as a result ofawgd work accident reporting.

(4) Medical care and rehabilitation benefits

No data were available on the expenditure for neddiare and rehabilitation services with
respect to work injuries and occupational diseaBes.the specification of the medical care
costs related to employment injury, it is strongbgommended that the HI Fund undertake
separate accounting of medical care costs due tk-retated causes and general causes.

To make an indirect estimate, reference has beale tathe experience of other countries.
In Canada, the cost of medical care and rehallitdienefits has varied between 65 percent
and 80 percent of the cost of temporary incapdmtyefits during the last decade. It should
be noted that the experiences of individual coaatdepend on several factors such as the
industry composition and the supply and cost ofises. For the cost estimation, by taking
into account the under-reporting and the coststiyrgaid by employers, the cost of medical
care and rehabilitation services has been assumiee 150 percent of the cost of temporary
incapacity benefits under the base scenario angé&fent under the alternative scenario.
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(5) Permanent disability pensions

The cost estimation of permanent disability besefrequires the establishment of
assumptions regarding the incidence rate and tbemge benefit by degree of disability. For
the determination of the average benefit, infororatbn the salaries and the distribution of
injured workers by gender and age is necessarg, Ads the calculation of the present values
of pensions, assumptions regarding mortality rates economic variables such as inflation
and interest rates need to be established.

It can be assumed that a certain proportion of teary incapacity cases progress into
permanent disability. As seen from Table A.8, thenber of severe injuries accounts for 17
percent of non-fatal injuries and the newly awardednanent disability pensions (for work-
related causes) represents about only 0.6 pertemnefatal injuries. It should be noted that
only one-third of severe work accidents is investgl by the Labour Inspectorate.

Table A.8 Data on permanent disability pensions in Serbia, 2010-2012

2010 2011 2012

A Total non-fatal injuries 22,425 19,661 15,804

B Of which: Severe injuries 3,551 3,375 2,711

C Newly awarded permanent disability pensions (work-related) n.a. 115 95
D Newly awarded permanent disability pensions as a percent

of non-fatal injuries (C/A) - 0.58% 0.60%

E Percentage of severe injuries in non-fatal injuries (B/A) 16% 17% 17%

Source: HI Fund. PIO Fund. ILO calculation.

For international comparison, Table A.9 providesadan permanent disability in Canada,
France and Germany. Despite the different basid fmethe determination of permanent
disability cases among these countries, thesestgjgest that around 2 percent of temporary
incapacity would result in long-term loss of eaghoapacity irrespective of the degree of loss
of earning capacity. Although the Serbian systemvipies permanent disability pensions
only for total loss of capacity to work, the tendgrof under-reporting and low coverage of
labour inspection suggest that a certain numbewaik-related disability pensions are
claimed as general disability pensions.

Table A.9 Data on permanent disability in selected countries, 2010

Percentage of permanent
disability in non-fatal

Description of the benchmark of permanent disability injuries with lost days
Canada Percentage of lost-time claims receiving wage-loss
benefits at the end of the 6th year after the injury year 2.4%
France Disability greater than 10 percent 2.1%
Germany Disability greater than 20 percent 1.7%

Source:  Canada: https://aoc.awcbc.org/lKsmReporting/ReportDataConfig
France: http://www.risquesprofessionnels.ameli.fr/statistiques-et-analyse/sinistralite-atmp.html
Germany: http://www.dguv.de/content/facts_figures/index.jsp

As the observed incidence rates of permanent dityaioi Serbia are generally low, year-to-
year fluctuations in any given system may be sigaiit. For the purpose of cost estimation,
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by taking into consideration the Serbian and iragomal experiences, it has been assumed
that 1.25 percent of temporary incapacity claimsuldoresult in a permanent disability
pension under the base scenario. The degree diildises assumed to be 100 percent. Under
the alternative scenario, the incidence rate has bereased by 50 percent.

With respect to the calculation of present valuasrtality rates corresponding to the life
expectancies in Serbia have been used with antadjos to take into account shorter life
expectancy. In addition, a real discount rate percent has been assumed. Specifically, the
average age of the pensioners at the occurrencevaidity has been assumed at 40 years,
and the resulting present value is estimated t@3#for one currency unit of the monthly
benefits.

(6) Benefits for bodily impairment and for care and assistance

In addition to the permanent disability pensiome PIO Fund provides bodily impairment

benefits to injured workers suffering severe damegergans irrespective of whether the
consequence is a loss of earning capacity. It piswides cash compensation for persons
who provide care for insured persons or pensioméis, due to injury or sickness, require

constant attendance for their basic life needs.leT@ab10 presents the number of those
benefits.

Table A.10 Number of benefits for bodily impairment and for care and assistance in Serbia,

2008-2011
Year 2008 2009 2010 2011
Bodily impairment 98,352 92,720 87,246 82,930
Care and assistance 58,374 60,935 61,407 61,893

Source: Statistical Yearbook 2012, Statistical Office of the Republic of Serbia. Table 4.8.

For the period 2008-2011, the number of bodily impant benefits has been decreasing
steadily, while the number of care and assistaneeefits has been increasing. These
contrasting trends require further investigatiomr Fhe purpose of cost estimation, the
incidence rate of bodily impairment benefits hagrbe@assumed four times higher than
permanent disability pensions, while the same rityrtates as those of permanent disability
pensioners have been that of assumed. The aversg®fl work capacity has been assumed
to be 50 percent.

The cost of care and assistance benefits has Istemated by the number of beneficiaries
and the average benefit. It has been assumed peatent of the total beneficiaries are work-
related. The average benefit has been assumedli® $@0 RSD in 2014 prices.

(7) Survivors’ benefits

The cost estimation of survivors’ benefits requird® establishment of assumptions
regarding the incidence rate of fatal cases anu #werage benefits. The determination of
average benefits takes into consideration the isalaf the deceased and the survivors'
profile. The deceased’'s age at accident is geyeuskd as an indicator of the survivors’
profile.
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Table A.11 presents statistical data regarding itltedence of fatal cases in Serbia and
selected countries.

Table A.11  Fatal cases due to employment injury per 1000 workers in selected countries, 2011

Serbia Canada France Germany Portugal Thailand Trinidad
(2010) (2010) (2009)  and Tobago
(2010)
0.031 0.024 0.030 0.014 0.050 0.075 0.014

Source: Serbia: HI Fund. Other countries: data extracted from annual reports published by institutions.

For the purpose of cost estimation, the incidemate of fatal cases has been assumed to be
0.035 per thousand based on the Serbian experiSeecTable A.5).

In the absence of information on the demographicfilpr of the survivors in Serbia,
conservative assumptions have been made basetkomaitional experience. Specifically, the
probability of having a spouse is assumed to bpeBfent; the average age of the spouse has
been assumed at 40 years; and the resulting preatrd is estimated to be 216 for one
currency unit of the monthly benefits. Regardinghans, the average number of children is
assumed to be 1.8; the average age of the youdgédten has been assumed at 9 years; and
the resulting present value is estimated to be fbd8ne currency unit of the monthly
benefits. With respect to the calculation of présealues for spouses, mortality rates
corresponding to the life expectancies in SerbieeHaeen used. The termination rates of
orphans have been set at 0 until 18 years of agi® &ifrom 19 years until 26 years of age. A
real discount rate of 4 percent has been assumed.

The cost of funeral grants has been estimated img tise same incidence rate of fatal cases
and the unit amount equal to 1.5 times the avenmawghly pension.

(8) Administrative expenses

Administrative expenses are usually expressed psreentage of the benefit costs. The
financial statements of the social security insitlus in Serbia do not specify the
administrative expenses regarding employment irfperyefits.

For the purpose of the contribution estimatiorhas been assumed that the administrative
expenses are equal to 8 percent of the total hesuefis.

A.2 Estimation of the average contribution rates

The following table provides an illustration of tbalculation of the average contribution rate
under Option A by type of benefit according to Hase data and assumptions.
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Table A.12 Estimation of the average contribution rates under Option A
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Units Base Alternative
assumption assumption
A. Insurable earnings
Q) Number of insured 1,80,000 1,800,000
(2) Average monthly salary RSD 60,000 60,000
(3) Density 1.00 1.00
(4) Expected insurable earnings
(M x(2)x(3)x12 million RSD 1,296,000 1,296,000
B. Temporary incapacity benefits
(5) Incidence rate 0.0154 0.0266
(6) Average monthly salary RSD 60,000 60,000
] Average number of days paid 40 33
(8) Expected cost
(1) x(5)x (6) /30 x (7) million RSD 2,218 3,160
9) Cost as a % of the insurable earnings
(8)/(4)x 100 0.17 0.24
C. Medical care and rehabilitation
(10)  Multiple of temporary incapacity benefits 1.50 1.55
cost
(11)  Expected cost
(8) x (10) million RSD 3,326 4,898
(12)  Cost as a % of the insurable earnings
(11)/(4) x 100 0.26 0.38
D. Permanent total disability pensions
(13)  Incidence rate 0.000193 0.000289
(14)  Average monthly pension RSD 28,000 28,000
(15)  Average present value per monthly unit of
pension 192 192
(16)  Expected cost
(1) x (13) x (14) x (15) million RSD 1,868 2,797
(17)  Cost as a % of the insurable earnings
(16) / (4) x 100 0.14 0.22
E. Bodily impairment benefits
(18)  Incidence rate 0.000722 0.000722
(19)  Average monthly benefit for 100% RSD 6,000 6,000
(20)  Average degree of disability 0.5 0.5
(21)  Average present value per monthly unit of
pension 192 192
(22)  Expected cost
(1) x (18) x (19) x (20) x (21) million RSD 800 800
(23)  Cost as a % of the insurable earnings
(22) 1 (4) x 100 0.06 0.06
F. Survivors’ pensions
(24)  Incidence rate 0.000031 0.000031
(25)  Average monthly salary of the deceased RSD 28,000 28,000
(26)  Probability of having a spouse 0.80 0.80
(27)  Average present value per monthly unit of
pension to the spouse 216 216
(28)  Average number of children per deceased 1.8 1.8
(29)  Average present value per monthly unit of
pension to orphans 108 108
(30)  Expected cost
(1) x (24) x (25) x [(0.7 x (26) x (27)) + (0.1 x
(28) x (29))] million RSD 2194 2194
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(31)  Cost as a % of the insurable earnings

(30) / (4) x 100 0.02 0.02
G. Funeral grant
(32)  Funeral grant RSD 42,000 42,000
(33)  Expected cost
(1) x (24) x (32) million RSD 23 23
(34)  Cost as a % of the insurable earnings
(33)/(4)x 100 0.0002 0.0002
H. Care and assistance
(35)  Number of beneficiaries 3,850 3,850
(36)  Average amount RSD 15,500 15,500
(37)  Expected cost
(35) x (36) x 12 million RSD 716 716
(38)  Cost as a % of the insurable earnings
(37)/(4) x 100 0.06 0.06
I. Total cost of benefits (as a % of the insurable earnings)
(39) Hifund
9)+(12) 0.43 0.62
(40)  PIO fund
(17) +(23) + (31) + (34) + (38) 0.28 0.35
(41)  Total
(39) + (40) 0.71 0.97

J. Administrative expenses

(42)  Multiple of benefit cost 0.08 0.08
(43)  HIfund (as a % of the insurable earnings)
(39) x (42) 0.03 0.05
(44)  PIOfund (as a % of the insurable earnings)
(40) x (42) 0.02 0.03
(45)  Total (as a % of the insurable earnings)
(43) + (44) 0.06 0.08
K. Amortization of current pensioners’ liability (2 5 years)
(46)  PIO fund (as a % of the insurable earnings) 0.33 0.33
L. Total contribution rate  (as a % of the insurable earnings)
(47)  Hlfund 0.46 0.67
(39)+(43)
(48)  PIOfund 0.63 0.71
(40)+(44)
(49) Total 1.09 1.38
(47)+(48)

A.3 Estimation of the PAYG cost rates for long-term cash benefits
Under Option B, bodily impairment benefits and 8isey and survivors’ pensions are

financed by PAYG. The following table provides dilustration of the calculation of the
PAYG contribution rate for these benefits underlihse assumption.
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Table A.13  Estimation of the PAYG cost rates for long-term cash benefits

Units Base
assumption
A. Insurable earnings
4) Expected insurable earnings million RSD 1,296,000
M. Permanent total disability pensions
(50)  Number of pensioners 7,700
(51)  Average monthly pension RSD 28,000
(52)  Expected cost
(50) x (51) x 12 million RSD 2,587
(53)  Cost as a % of the insurable earnings
(52) /(4) x 100 0.20
N. Bodily impairment benefits
(54)  Number of beneficiaries 80,000
(55)  Average monthly benefit for 100% RSD 6,000
(56)  Average degree of disability 0.5
(57)  Expected cost
(54) x (55) x (56) x 12 million RSD 2,800
(58)  Cost as a % of the insurable earnings
(57)/(4)x 100 0.22
O. Survivors’ pensions
(59)  Number of pensioners 8,500
(60)  Expected cost million RSD 1,874
(61)  Cost as a % of the insurable earnings
(60) / (4) x 100 0.14

A.4 Estimation of the liabilities concerning the e xisting
beneficiaries of long-term cash benefits

Under Option A, the liabilities of the existing leditiaries of bodily impairment benefits and
disability and survivors’ pensions are to be firthseparately. The following table provides
an illustration of the calculation of the PAYG cobttion rate for these benefits.

In this estimation, the following assumptions h&een made regarding the average present
values. The average age of the current benefisianie disability pensions and bodily
impairment benefits has been assumed to be 55 yamtsthe resulting present value is
estimated to be 170 for one currency unit of a imgribenefit. The average age of a spouse
has been assumed to be 55 years and the resuitisgnp value is estimated to be 194 for one
currency unit of a monthly pension. The same assiomphave been made for orphans.
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Table A.14  Estimation of the liabilities of the existing beneficiaries of long-term cash benefits

Units Base
assumption
Permanent total disability pensions
(@)  Number of pensioners 7,700
(b)  Average monthly pension RSD 28,000
(c)  Average present value per monthly unit of
pension 170
(d)  Liability million RSD 36,652
Survivors’ pensions
(e)  Number of pensioners 8,500
() Average monthly pension of the
deceased RSD 28,000
()  Average present value per monthly unit of
pension for the spouse 194
(h)  Average present value per monthly unit of
pension to orphans 108
(i)  Liability (spouse) million RSD 27,679
() Liability (orphans) million RSD 1,460
(k) Liability (total) million RSD 29,139
Bodily impairment benefits
() Number of beneficiaries 80,000
(m)  Average monthly benefit for 100% RSD 6,000
(n)  Average degree of disability 0.5
(0)  Average present value per monthly unit of
benefit 170
(p)  Liability million RSD 40,800
Total liabilities
(q)  Total liabilities million RSD 106,591

Based on these estimates, the contribution ratesseary for financing these liabilities with
respect to different amortization periods are dated as follows.

Table A.15 Contribution rates for the liabilities of the existing beneficiaries of long-term cash

benefits
(as a % of the total insurable earnings)
20 years 25 years 30 years
Disability and survivors’ pensions and bodjly 0.41 0.33 0.27
impairment benefits
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Annex B Case studies on the contribution rating sys tem

B.1 Japan

In Japan, the contribution rate of the Workers’ idleat Compensation Insurance is set by
industry. As of 2013, the contribution rate varfiesn 0.25 percent to 8.9 percent in 55 types
of business undertaken by the employer. The carttdb rate consists of the rate in respect
of work-related benefits and the uniform rate ispect of commuting accidents, welfare
schemes and administrative expenses (the unifots iga currently 0.06 percent). The
contribution rates are reviewed every three yeaseth on the performance of the preceding
three-year period.

To provide employers with incentives for accidengyention, an experience-based system
(called the merit premium system) is implementeaddét this system, the contribution rate of
an individual establishment can be adjusted upv@dogswards within the range of 40
percent (the maximum adjustment range is 35 peffoerihe forestry sector, and 30 percent
for construction projects). The adjustment is aapbnly to the contribution rate in respect of
work-related benefits.

The merit system is applied to establishments withre than 100 workers, establishments
with 20 to 99 workers meeting certain statisticaddibility conditions?> and construction
projects whose value is more than 120 million Japaryen (about one million euro).

Specifically, for each establishment, the ratidatél benefit payments to contributions over
the most recent three years (called the “balano@’ya calculated.

Sum of the benefit payments of the three preceding years

Balance ratio =
Sum of the contributions of the three preceding years

If the balance ratio is less than 0.75, then thdrdmution rate (set by industry) is gradually
reduced by up to 40 percent. On the contrary, i§ tlatio is more than 0.85, then the
contribution rate is increased by up to 40 perceéhé adjusted contribution rate is applied for
the next fiscal year (e.g. if the period of balame#io is 2010-2012, then the adjusted
premium is applied for 2014). Moreover, small anddimm-sized enterprises which take
certain occupational safety and health measuresgaly for the special merit system, which
can adjust the contribution rate within the ranfyéspercent.

In the 2011 fiscal year, 77,038 out of 2,013,4538@shments (excluding fixed-term or non-

recurrent projects) applied the merit system. Téverage of the merit system is 3.8 percent
in terms of number of establishments and aroungdesfent in terms of contribution amount.

Of these, 63,460 establishments (82.4 percent)thed premium reduced, 11,968 (15.5

percent) had their premium rates increased, antl01(8.1 percent) had their premium

unchanged. In both cases where the contributioesrahanged, about half attained the
maximum adjustment rate of 40 percent.

% The condition requires that the number of empley@®uld be more than or equal to 0.4 divided by th
corresponding industrial contribution rate in regpsE work-related benefits.
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B.2 Quebec

In Quebec, the contribution rates for the financoighe provisions in théct respecting
Industrial Accidents and Occupational Diseases and theAct respecting Occupational Health

and Safety are set by industry. Contribution rates are detsgth annually. In 2013, the
contribution rates are set for 184 units from (pB6cent to 19.43 percent, with the average of
2.08 percent. The contribution rate is the surmhef“uniform rate” which is common for all
industries (0.43 percent) and the “risk-based rateith varies by industry.

With the aim of providing employers with incentives accident prevention, facilitating
rehabilitation and promoting prompt and lastinguretto work, two experience rating
systems are in use. The personalized rate systguhespto enterprises with annual
contributions between 7,500 Canadian dollars (CAE)d 425,000 CAD, and the
retrospective system applies to enterprises withuahcontributions over 425,000 CAD.
Participation is automatic when thresholds are mfdbout one third of employers
corresponding to 80 percent of contributions algestt to some forms of experience rating.

Under the personalized rate system, each enterpaseits personalized risk-based rate
obtained by applying a “risk index” to the risk-bdsrate of the unit(s) in which the
enterprise is classified. The risk index is detewdiby the following formula:

Risk index = (experience index) x (degree of personalization) + (1— degree of personalization).

The experience index is determined by comparinginideszidual enterprise’s employment
injury costs over the four preceding years to thokall enterprises in the same unit. The
employment injury cost for each claim is calculassdhe sum of the benefits multiplied by a
factor considering its expected future costs, suhlje coinsurance factors and limits. The
degree of personalization is a statistical cretjbifactor that varies reversely with the
expected costs of the enterprise. The resultingindex is limited to a maximum of 3. The
total contribution rate of an individual enterprisethe sum of the personalized risk-based
rate and the uniform rate.

In fact, the actual process is more complex asrakadjustments are made at different stages
to ensure that the system is financially well-batth Furthermore, the risk-based rate is
divided into two parts, namely the short-term reskd the long-term risk. Their relative
weight varies by industry. This allows calculatitvgp risk-indexes based on two different
degrees of personalization. The statistical crétiilmf short-term costs is larger than that of
long-term costs.

Under the retrospective system, refunds or sur@sarhe latter being subject to a maximum,
are made to the enterprise based on the comparigbe costs incurred by the enterprise and
the contribution paid (through application of thergonalized rate) four years later. For
example, an enterprise subject to retrospectivagan 2013 pays its contribution in 2013,
which is calculated by using the personalized datecribed above. A refund or a surcharge
will be determined in 2017, consisting in the diffiece between the contribution paid in 2013
and the incurred costs of injuries occurred in 20%8ch costs are calculated as of 31
December 2016 taking into consideration the paymardde until that date and an estimate
of the future payments. Employers have the podsilaf selecting a limit per claim for the
calculation of injury costs that best meets thesurance needs.
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B.3 Romania

The Romanian rating system is stipulated in Govemtnbecision No. 144/2008 concerning

the methodological standards for calculating treuiiance premium for work accidents and
occupational diseases.

In Romania, employers are classified into 609 easa line with NACE Rev. 2. For each

class of employers, a contribution rate is deteeghiibased on the following four frequency
indices (expressed per 1000 employees):

- (ly) the number of work accidents;

- (I) the number of disability and fatal cases;

- (I3) the number of occupational diseases;

- (l4) the number of employees in special and hazardounditions.

Data of the most recent three years are used &oaslsessment of these frequency indices
(e.g., the 2013 rate setting refers to the 2009 2{xta).

For each of the above four frequency indexes, Hiaevof the risk class (denoted by €R
CRs, respectively) is definéfl between 1 and 20. The average of these valuée isverall
risk class (CR) of the industry class concernedaAssult, there are 55 levels of overall risk
class from 1.00 to 14.50 by a step of 0.25. Fohed®&09 NACE Rev.2 industrial classes in
Romania, the contribution rate (TR) is determined proportion to its risk class.
Contributions rates vary linearly from 0.150 peittctm risk class 1.00 to 0.657 percent for

risk class 14.567 Figure B.1 presents the number of industrial sgas(risk groups) by
contribution rate.

Figure B.1  Number of risk groups by contribution rate in Romania, 2009
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% Appendix 1 of this Government Decision providesatrix transforming a frequency index into a clasisk.
2"In formula, TR = [0.037%CR + 0.113]/100, where ERCR,+CR,+CR;+CRy}/4 and KCR<20 (=1,2,3,4).
42



ANNEX B. CASE STUDIES ON THE CONTRIBUTION RATING S YSTEM

The mode of the above distribution is the lowese ra 0.150 percent, and its median is
0.224 percent. Its average is estimated at arow2il fercent (though it is necessary to take
the weighted average with respect to insurableimgsrof each group, the simple average is
used as a proxy). The distribution has a longaiad the highest contribution rate is assigned
to “Casting of steel” (NACE Rev. 2 code 24.52).
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Annex C Technical assessment of the new work injury
reporting system

C.1 Development of the new system

The initial plan for the development of a new warkiry reporting system dates back to the
adoption of the Law on Occupational Safety and theah 2005. The basic system
requirements were developed based on the inputs key stakeholders including the social
partners, the Ministry of Labour (Labour Inspecterand OSH Directorate), the Ministry of
Health, primary health care centres, medical officetc. From the discussions undertaken
during this assessment it was found that theregeagral acceptance by most stakeholders
for the broad design of the system.

A number of options were considered that rangenh fneanual systems using enterable PDF
forms to a fully distributed web-based system. @Gitkat around 75 percent of Serbian

households have access to internet and that alpBdtary health care centres are connected
to the internet and use a web-based system, itdeasled that the new system would be

web-based.

The system was essentially completed in 2010 asdbkan trialled in the city of Valjevo
since 2013. Current plans are to implement theesysicross Serbia by mid-2014.

C.2 The IT system assessment

(1) Architecture

At this point there does not appear to be any natiguidelines for the architecture of the
government IT systems in Serbia. Whilst there maysbme future guidelines for the
standardisation of computing platforms and software most likely to be developed in the
future as part of the potential integration of $&rinto the European Union. The European
Union has the most advanced development guidetinddalth care systems. More details
about the EU guidelines are provided in section C.3

The new work injury reporting system is consist&ith the guidelines in that it uses objects
that are stored in a database environment andeanrhmunicated via the internet or VPN’s
to authorized users in the health care and govarhmstitutions.

(2) EU/WHO Integrated Health Information System

Another health IT initiative currently being implemted in Serbia is the EU/WHO Integrated
Health Information System ProjectThis project aims to implement a hospital inforimat
system in 19 selected hospitals and the developaiert electronic health record in Serbia.

2 \www.eu-ihis.rs
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This system development is well advanced and taaés currently being conducted in a
number of hospitals in Serbia and the system actite has been developed together with
an implementation strategy.

It is expected that the “auto fill” facility for éhwork injury report forms will continue to be
available after the implementation of the electtdmealth record.

(3) Capability of the system developer

The local compan( bit projekt ° was engaged to develop the work injury reportiysfem
and design the automatic links to the existing prirhealth care system for the personal data
of the employees.

The companyQ bit projekt has substantial experience in IT systems developmeSerbia.
More significantly it has produced IT systems fboat 70 percent of the primary health care
organisations in Serbia. Given its background axjegence in IT development in Serbia
particularly in the area of health caf@ bit projekt is reasonably well placed to develop the
work injury reporting system with a view to its twé integration into the overall health care
systems environment in Serbia.

(4) Database design

The database for the health care systems is My8Qhis is an open source database
sponsored by Oracle which is used by a number dfleviel organisations. Full details of the

system including its technical specifications axailable on the website. The MySQL

Community version is free and higher versions neguwnnual subscriptions for which

additional features in the system are provided.

Based on this information it is considered thatvhg&SQL database system could adequately
support the new system and offers the opportumityfidture extension and also integration
with other database systems currently in use ibi&gparticularly in the field of health care.

(5) Systems support

Assessment of the location and capabilities fotesys support is difficult at this stage as
there is still a degree of uncertainty about a nemdf key elements in the system. The
appointment of the Institute of Occupational Healghthe single hub is widely supported but
not legislated. The potential effects of the ameadis to the Law on Occupational Safety
and Health are also unknown. At this stage theegystsupport and training will come out of
the Institute of Occupational Health as will th@jpct management for the implementation
rollout. Technical support for the system will beyided byQ bit projekt.

The database is currently located and maintain@dcmmmercial centre in Belgrade but there
are plans to locate the database in the forthcordlagonal Data Centre. This has the
potential for access to other secure governmeabdaes.

29 www.bitprojekt.co.rs
30 www.mysgl.com
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C.3 The European Union guidelines on health care re  cords

This section provides an overview of potential Eldections in health care information
systems and the basic justifications for them.

(1) ProRec

The ProRec initiative of 1996 is a network of naibnon-profit organisations. The initiative
was a consequence of the conclusions of the Catcdittion MEDIREC (1994-1995) to

promote the use of electronic health record systanthe European Union. The ProRec
initiative is supported by the DG Information Sagi®f the European Union through the
ProRec Support Action (1996-1998), and the WIDEN&Jcompanying Measure (2000-
2003).

The goal of the initiative is to build awarenesghad limitations, shortcomings and obstacles
on the way towards widespread development, impléatien and use of quality electronic
health records. Especially significant for implertiieg electronic health record systems is the
ability to communicate and interoperate.

(2) CEN/TC 251

CEN/TC 251 (CEN Technical Committee 251y a workgroup within the European Union
working on standardization in the field of healtifiormation and communications technology.
The goal is to achieve compatibility and interopdiy between independent systems and to
enable modularity in electronic health record syste

Workgroups establish requirements for health inftion structure in order to support
clinical and administrative procedures, technicathmds to support interoperable systems. In
addition they establish requirements regardingtgasecurity and quality.

The seven Working Groups in CEN/TC 251 are:
WGL1: Healthcare Information Modelling and Medicad®rds
WG2: Healthcare Terminology, Semantics and KnowdeBgses
WGS3: Healthcare Communications and Messages
WG4: Medical Imaging and Multimedia
WG5: Communication with Medical Devices
WG6: Healthcare Security, Privacy, Quality and 8afe
WGT7: Intermittently Connected Devices (including@sg

(3) openEHR

The openEHR is an open standard specification in healtloringtics that describes the
management and storage, retrieval and exchangeatthhdata in electronic health records.
In openEHR, all health data for a person is stored in ae“tfetime”, vendor-independent,

person-centred electronic health record.

#http://www.cen.eu/CEN/Sectors/TechnicalCommittees#loops/CENTechnicalCommittees/Pages/Standards
.aspx?param=6232&title=CEN%2FTC+251
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TheopenEHR specifications include information and servieedels for the electronic health
record, demographics, clinical workflow and arcipety. They are designed to be the basis of
a medico-legally sound, distributed, versioned tetexc health record infrastructure. They
are based on a combination of European and Aumtraksearch and development into
electronic health record systems.

The openEHR specifications are maintained by thygenEHR Foundation, a not-for-profit
foundation supporting the open research, developraed implementation afpenEHR.

(4) The European Standard on the Electronic Health Record Communication

The overall goal of the European Standard on tleetEinic Health Record Communication
(EN 13606) is to define a rigorous and stable miaiion architecture for communicating the
electronic health records. This is achieved throsigiport of the interoperability of systems
and components that need to communicate (accassfédr, add or modify) electronic health
record data.

The European Standard is not intended to speca#fyriternal architecture or database design
of electronic health record systems or compondnis,the scope includes the use of an
“object” which can be stored, retrieved and excleahglt is explicitly not intended to
prescribe the kinds of clinical applications thagint request or contribute electronic health
record data in particular settings, domains or igjiges.
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