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I Background

The background for conducting this country study on the challenges, needs and constraints of
smallholders and family farms in the Republic of Serbia has been a wish to further strengthen
the Regional Initiative on Empowering Smallholders and Family Farms and develop it towards a
stronger programmatic approach at both the regional and the country level. In order to provide
support to smallholders and family farms, there has been a need to develop a better
understanding and knowledge platform of the main challenges, needs and constraints of
smallholders and family farms in the specific country context. FAO has, during 2017-2018,
conducted country studies on the needs and constraints of smallholders and family farms in
seven countries of the Eastern Europe and Central Asia region as part of a regional
TCP/RER/3601 project. A country study also was conducted of Serbia, according to the letter of
agreement between the University of Belgrade Faculty of Agriculture and FAO.

I Objectives

The objective of the country study is first to analyse the development trend and current state of
smallholders and family farms, second to study the current political priorities and policies
affecting smallholders and family farms, and finally, based on the conclusions made, to provide
recommendations, mainly at the policy level, on how to further support the development of
family farms and at the same time ensure, in general, inclusive growth, improved rural
livelihoods and a reduction of rural poverty. This country study will not only be relevant for the
formulation of the Country Programming Framework (CPF)! but also for governments, donors
and other international organizations when formulating policy and preparing programmes.

I Methodology

The approach taken in this study is based on two pillars. The first is defined by the overall
methodological principles of the Regional Technical Cooperation Programme on smallholders
and family farms. The second pillar relates to the methodology applied in the data and
information collection, which is shaped by the specificities of the Serbian national political
system and the availability of data and information relevant to the study.

1 The Country Programming Framework (CPF) is a tool for FAO country-level strategic prioritization and overall
medium-term country-level programming.
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For the collection of primary data, a purposive sampling approach was implemented via the
selection of key resource persons, with whom interviews were conducted to collect information
specifically related to the topic of interest. The desk research included a review of available
legislative and policy documents, academic papers, project reports and studies, among other
sources. In addition to qualitative data, the desk research alsoincluded the collection of
statistical data related to the study objectives.

Due to the lack of a national specific definition of smallholders and family farms, all analyses
(unless otherwise indicated) were done based on the definition of “small scale food producer”
(FAO, 2017; FAO, 2018), which is used as synonym for smallholders and family farms. This
approach was chosen in order to: 1) allow international comparisons with regard to Sustainable
Development Goal (SDG) indicators under target 2.3; 2) better reflect the characteristics of the
target group of agricultural holdings; and 3) stress the need for further work and debate on a
nationally specific, multi-criteria definition of smallholders.

I Findings and conclusions

The contribution of the agriculture, forestry and fishery sector to the Serbian gross domestic
product, export earnings and employment is considerable. The dominant characteristic of the
sector’s output is high volatility in growth rates caused by frequent extreme weather events. The
duality of farm structure and supply chain is prominent, with a north-south divide as the
prevailing pattern. Land and livestock resources are concentrated on family agricultural
holdings and are unequally distributed according to farm size and by regions.

Smallholders and family farms in Serbia are numerous and occupy considerable resources. Yet, the
characteristics of farm managers (average age, education and activity) are not conducive to the
sustained development of the sector. Smallholders and family farms managed by women are, in
many aspects, in an even worse position. Compared to their male counterparts, female managers
typically are older, less likely to be pluri-active, less educated and less likely to attend training
courses.

Access of smallholders and family farms to inputs and services is not constrained, but demand is
highly variable depending on the region and the subsector, and demand is generally low. Most
smallholders and family farms rely on barter exchange - which is the most important source of
lending, knowledge and technology transfer — and selling. Access of smallholders and family
farms to agricultural land, where there is a demand, is limited by land prices.

Most of the smallholders and family farms in Serbia are active market participants. However,
they participate in markets mostly with raw products and through informal market channels
(spot markets, direct selling, and barter exchange). The key barriers to entry to high-value and
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niche markets are food safety standards, hygiene, traceability, the lack of market infrastructure,
high transaction costs for some producers, and labour shortages.

The competitiveness and development of rural areas are constrained by serious limitations. Rural
households and populations are exposed to higher risks of poverty, material deprivation and
social exclusion, whichever measure is applied. Activity and employment rates in rural areas are
higher than in urban areas, but the structure of employment and protection of labour rights is
less favourable. Salaried workers in rural areas more often work without formal contracts, have
no pension or health insurance, and are denied paid sick leave and annual leave.

Social protection is less accessible to those who are exposed to risks of poverty in rural areas due
to restrictions related to the possession of land assets (0.5 ha and larger) and to reluctance
towards or lack of knowledge on accessing financial social assistance. Progress has been made
in promoting gender equality, but mainly with respect to improving legal and policy frameworks.

Despite the abundance of natural resources, there is a weak integration of biodiversity into the
economic sector, including into agriculture and related activities. The regulatory framework is
fragmented and poorly coordinated by various bodies, while neither environmental cross-
compliance measures nor incentives for biodiversity conservation are available.

Both horizontal and vertical policy coordination and coherence in Serbia are questionable. Policy
measures and instruments are overlapped at different levels (national/municipality), and there
is fragmentation and/or duplication of policy interventions among various institutional bodies.
The same is true regarding policymaking and implementation processes, which lack coherence
among policy objectives, measures of support and expected effects.

The dual composition of the agrarian structure is not well-reflected in policy practice. The majority
of state agricultural budget allocations is used for direct producer support and input subsidies,
while the amount of funds allocated for rural development measures is low and narrowly
orientated towards farm investment.

The eligibility thresholds of the majority of funding schemes are set at low(est) level, but
measures tailored to specific needs of smallholders and family farms are not in place. The lump-
sum incentives for all farmers participating in the scheme contribute to equity objectives rather
than providing real contributions to broader policy objectives.
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I Recommendations

The recommendations are formulated and organized under three axes, according to the study
objectives, as follows:

Definitional, contextual and analytical issues

The analyses conducted in this study confirm the need for a nationally specific definition of
smallholders and family farms and/or categorization of policy beneficiaries. Further efforts
towards the development of a national definition should consider: 1) usage of context-specific
variables and thresholds when defining agricultural holdings, family agricultural holdings, and
smallholders and family farms as statistical categories and/or beneficiaries of various policies
and incentives; 2) reassessment of the overall system of collecting data related to smallholders
and family farms; and 3) the need to strengthen the national analytical capacities of both staff
and researchers dealing with rural issues.

The integration and empowerment of smallholders in markets

The integration and empowerment of smallholders in markets should be focused on four key
areas of interventions, as follows:

Access to land and family resources: New mechanisms are needed to accelerate farmers’ exit and
entry rates and transfer of resources to young farmers. Recommendations are: 1) The current
support to young farmers should be revised to precisely define whom to reach, whom to support
(and with what support), and what should be the expected outcome; 2) Exit strategies and
transfers of resources for older farmers without successors should be assisted by various
programmes of both social and agricultural policy; and 3) A mix of policy support should be
introduced to accelerate the pace of start-up and to increase the overall performance of
newcomers and/or young farmers.

Access to knowledge: There is a need for fostering technology innovation, but even more there is
aneed to create demand for innovation among farmers. Recommendations are to: 1) Reform the
whole agriculture advisory system; 2) Expand the offerings of training modules and programmes
and delivery models; and 3) Facilitate new methods of knowledge transfer and information
dissemination.

Integration of smallholders and family farms into agricultural value chains: Policy incentives in
Serbia are designed to foster productivity and market orientation, but market participation should
be better addressed. The recommendations are summarized in the following directions: 1)
modernization and technological development upgrade; 2) new investments in farmers’ markets
and wholesale facilities; 3) building partnerships and strengthening vertical coordination; 4)
Encouragement and support by both local and central government for the development of short
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food chains and networks of different actors surrounding them; and 5) use of the research
system to provide more relevant and better inputs for policy-makers.

Improving rural labour market prospects: The rural labour market in Serbia is characterized by
intense job-induced (out-)migration and the prevalence of informal agricultural employment.
Considering these issues, it is recommended that the focus should centre on: 1) formalization of
work in agriculture by promoting and encouraging the association and unionization of farm
workers and empowering them in their capacity development by enforcing new laws and
written contracts; and 2) generation of new employment opportunities for rural labour by the
provision of financial support to youth and women and by funding start-ups in social and
innovative entrepreneurship.

Policy-making and implementation

Polycentric, better-coordinated and more comprehensive policy responses should be developed to
address the complex and multidimensional challenges faced by smallholders and family farms in
Serbia. This should be the fundamental priority of local and national policy-makers.
Recommendations for policy improvements are grouped in two categories:

1. Policy-making, where better-coordinated and more comprehensive policy responses
should be developed to achieve synergies of policies implemented by various
governmental bodies.

2. Policy implementation, where the set of interventions aimed at improving the balance
between direct support and rural development support measures (productivism” and
delivering public goods, in other words) is recommended. Policy-making and
implementation must be facilitated and capacities strengthened at the local level, since
local self-governmental units need more autonomy and more tools to properly address
specific local needs.
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IIpearosop

['1aBHM pasJjior 3a cnpoBoheme HCTpakuBama 0 M3a30BHMa, NOTpebaMa M OrpaHUYeHUMa
MaJIuX BJIaCHUKA U NOPOJUYHUX I0/bONIPUBPEJHUX ra3iuHcTaBa y Peny6sinnu Cpbuju 6uia je
KeJba 3a Ja/bUM jadameM Pez2uoHasHe uHuyujamuee 3a OCHAMCUBAME MAAUX 6/0CHUKA U
nopodu4Hux 2a3duHcMasda, aJlv 1 beH Jjabu pa3Boj y NpaBly jadyaka NPOrpaMCcKOr NPUCTYIa,
KaKO Ha perdOHa/IHOM TAaKO M Ha JApPXKaBHOM HHUBOY. Y LM/by NpyKamwa INOJpLIKe MaJuM
BJIAaCHUIIMMA U MOPOJUYHUM ra3/IMHCTBUMA, OMJIO je HEONIXO0JHO Pa3BUTH IJIaTGOpMe 3Hakba U
oMmoryhutu 60/be padymMeBambe IJIaBHUX M3a30Ba, NOTpeba U orpaHuYema MaJUuX BJaCHUKA U
NOPOJUYHUX Fa3JMHCTaBa y KOHTEKCTY creniudUUHOM 3a nocmarpaHy 3eMby. PAO je TokoM
2017-18 rojuHe CHpoBeO CTyAWje O MoTpebaMa U OrpaHHYEHMMa MaJUX BJIACHUKA U
NOPOJUYHUX ra3/IMHCTaBa Y ce/laM 3eMaJba perMoHa uctTouHe EBpone u neHTpasHe Asuje (kao
neo peruonanHor TCP/RER/3601 npojekra), niayc Cpbuja, y ckiaagy ca I[lucmom cnopasyma
usMehy YuuBep3auteta y beorpaay-IlossonpuBpegHor dakynrera u PAO-a.

IIn/beBH

[lu/b oBe cTyAUje, y IpBOM peAy je Ja aHa/IM3Mpa pa3BojHe TPEH0BE U TPEHYTHO CTakhe MaJIuX
BJIaCHUKA Y MOPOJUYHUX a3 JMHCTaBa, 3aTUM Jia Ce aHaJIM3Upajy TPEHYTHU NPUOPUTETHU U
NOJINTUKE KOje YTUYy Ha MaJie MI0J/bOIIpUBPeJHUKe Y TOPOJAUYHA ra3JMHCTBA, U Ha Kpajy, Aa ce
Ha OCHOBY JIOHETUX 3aK/by4yaka popMy./iuily penopykKe, yrJaBHOM Ha HUBOY IIOJIUTHKE, O TOMe
KaKo Ja/be IMOJp)KaBaTH pPa3BOj MOPOAUYHUX IMO/bONPUBPEJHUX Ta3JUHCTaBa U KaKo
reHepaJiJHO OCUT'YpaTH OINLITH PacCT, N060/blIakkbe YCJI0BA KUBOTA Y Pypa/lHUM NOJpYyYjuMa U
CMameme pypasiHOT cupoMaliTsa. OBa cTyAuja Hehe 6UTH pesieBaHTHA caMo 3a GOpMyJIMcakbe
HanuonanHor nporpamckor okBupa (CPF)?2, Beh u 3a Biaze, foHaTope u fpyre mehyHapoaHe
opraHusanje, NnpUIMKoM GOpMyIUCaka BbUXOBUX MTOJMTHKA U ITporpama.

2 CPF je anart 3a yTBphuBame cTpaTewkux npuoputeta ®AO-a Ha HUBOY 3eMJbe U CBEYKYIIHO Cpe/HepOYHO
nporpaMupame Ha HUBOY ApKaBe
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MeToaoJi0rHMja

MeTojoJi0r1ja NpMMemheHa Y 0BOM MCTpaXKMBamy 3aCHOBaHa je Ha Ha JABa npucrtyna. [Ipsu je
JebUHHCAH OMNIUTHM METOJOJIOLIKMM MNpUHLMIKMMaA pervoHaaHor IlporpamMa TexHHUYKe
capajhe Be3aHOr 3a caMe MaJie BJaCHUKe U N0/bONIpUBpeHa ra3uHCTBa. [Apyru nNpucTyn ce
OZJHOCHU Ha METO/I0JI0THjy IPUKYI/bakha MoJlaTaka U UHPOpPMaI1ja, a Koja je 06J1MKOBaHaA IpeMa
cneniPUYHOCTMMA HALMOHAJIHOL MOJMTHYKOr cucTeMa Cpbuje M AOCTYNHOCTHU NojAaTaka U
vHopMalivja pesieBaHTHUX 3a CTYyA U]V .

3a NpUKyll/bake NPUMApHUX MOJATaKa CIPOBEJEH je NMPUCTYI LU/bHOI y30pKOBama MyTeM
olabvpa K/by4HHUX peCypCHUX 0c06a ca KojuMa Cy 00aB/bEHU UHTEPBjYH KaKO OU ce IPUKYIIUJIe
nHdopMalyje cnenuduyHe 3a TEMY Koja je o7 UHTepeca. UcTpakuBame je YK/bYYUJI0 Nperyies
JOCTYIIHUX 3aKOHOJABHUX M NOJUTHUYKUX [JOKYMeHaTa, aKaJeMCKUX paZoBa, NPOjeKTHUX
M3BellTaja U CTyAuja, UTA. [lopes KBaJIUTAaTUBHUX NOAATAKA, UCTPAXKUBAKE je YK/bYYMBAJIO U
NPUKYI/bakbe CTATUCTUYKUX [T0laTaKa Y CKJIAAY ca OCTaB/beHUM LiM/beBUMa.

360r HemnocTojawa crnequpUiHe HalLlMOHA/MHe AepUHULMje MaJUX BJACHUKA U MOPOJUYHUX
razauHcTtaBa (MBIII'), cBe aHanu3e (ocUM ako HUje Jpyrauyuje Ha3HayeHO) Cy U3BpIIEHe Ha
OoCHOBY AeduHUIM]je "Manux npousBohaya xpane" (PAO, 2017; PAO, 2018), koja je kopulrheHa
kao cuHoHuM 3a MBIII'. OBaj npucTym je n3abpaH kako 6u ce: 1) omoryhusio nopehemwe nsmehy
3eMa/ba y TMoOrJeJy ILu/beBa OJp>UBor pasBoja (SDG) y okBupy uuba 2.3, 2) HUCTaKJje
KapaKTepUCTHUKe I|U/bHEe Trpyle Mo/bONPUBPEIHUX Fa3JMHCTaBa, U 3) HarJacusa notpeba 3a
Jla/JbOM JUCKYCUjOM W HacTojakbMMa Ja Cce yTBpAU cHenupuyHa HaLUOHAIHA
MYJTUKPUTEPUjyMCKa AePUHUIMja MaJIMX BJaCHUKA U TOPOJUYHHUX ra3/[UHCTaBa.

Pe3yjiTaTH U 3aK/by4YIIH

JlonpuHoc cekmopa nosbonpuspede, wymapcmea u pubapcmea B/I1-y Cpé6uje, npuxoduma o0
u3803a U 3anoc/seHocmu je eeoma 3HaudjaH. JIOMHHAHTHAa KapaKTepUCTHKA ayTIyTa OBOT
CEKTOpa Cy BeJIMKe OCIWJalldje y CTolaMa pacTa, Y3POKOBaHE YEeCTHUM eKCTPEeMHUM
BpPEMEHCKUM MpuJHKaMa. Beoma je HMcTakHyTa AyasHOCT y CTPYKTYpPH MOJbONPUBPESHUX
ra3/JUHCTaBa U JIaHI[A CHab/JleBama, ca OLITPOM IojiesioM uaMehy ceBepa U jyra 3eMJbe Kao
npeoBsahyjyhum o6pacueM. U 3eM/bHUIIHM W CTOYHHU pPeECYpCcH KOHLEHTPUCAHU Cy Ha
NOPOJAUYHUM MOJbONPUBPEHUM ra3MHCTBUMA, aJIM Cy HejeIHAKO pacnopeheHH, Kako mpema
BeJIMYMHU ra3/JUHCTBA, TAKO U N0 peTMOHUMa.

MBIIT" y Cpbuju cy 6pojHa kamezopuja u nocedyjy 3HavajHe pecypce. Unak, KapaKTepUCTHUKe
BJIACHMKA - MeHallepa MOJbONMPUBPEAHUX Ta3JUHCTaBa (MpoceyHa CTapoCT, oOpa3oBakbe U
aKTHUBHOCT) He JONPHHOCE OJAPKUBOM pa3Bojy cektopa. MBIII' kojuma ymnpaB/bajy eHe y
MHOTMM acleKTHMa Cy Y joll ropeM moJjoxajy. ’KeHe MeHallepKe - BJIaCHUILE Cy Y MPOCEKY
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CTapuje oJi MylIKapala, Mame Cy aKTUBHE Y APYTUM CEKOTPUMa U3BaH MOJ/bONPUBpPEiE, MaHhe
cy o6pa3oBaHe U Make Cy 3aMHTepecoBaHe /ia noxahajy KypceBe U o6yKe.

IIpucmyn MBIIT" uHnymuma u ycay2ama Huje 02paHuyeH, aau je mpaxckba 3d HuMa HejedHaka y
3aBHMCHOCTH OJi perMOHa W MOJACEKTOpa, U reHepasiHo je HUCKa. Behuna MBIIT ce ocnamwa Ha
ObapTep apaH:KMaHe, KOjU Cy HajBaXXKHUjU H3BOpP KpegUTHUpama, TpaHcpepa 3Hawa U
TEXHOJIOTHje, U MoJies1 pucTyna Tpxuuty. [Ipuctyn MBIIT no/bonpuBpeHOM 3eM/bUIITY (Y
NoJipyyjuMa Izie MoCTOjU TpaXKiba 32 3eMJbUILITEM) OTPAHUYEH je IleHaMa 3eMJ/bULITA.

Behuna MBIII" y Cp6uju cy akmu8HU y4ecHUyu Ha mpicuwmy. Mehymum, oHu yvyecmsyjy Ha
MpaxCuUWmMuUMa y2Aa8HoM cd CUposuM npou3eoodumMa u nymem He@popMasHUX MpHCUWHUX KAHAAA
(cmoT TpXkKUILITa, AUPEKTHA Mpojaja U pobHa pa3MeHa). KibyyHe mpemnpeke 3a yJsalak Ha
TP>KULUTA BUCOKE BPeJHOCTH U ClleljyjaJIM30BaHa TPXKULITA Cy: CTaHJAP/AH KOjU ce 0JHOCe Ha
6e36eJHOCT XpaHe, XUTUjeHY U CJ1eI/bUBOCT; HEJOCTAaTaK TPKUILIHE HHPPACTPYKTYpe; BUCOKHU
TPaHCAKI[MOHU TPOLIKOBU U HEeIOCTATaK paJlHe CHAre.

KonkypenmHnocm u paseoj pypasaHux noodpy4ja AumMumupdHu cy OpojHuUM oz2panuvasajyhum
¢akmopuma. PypanHa jgomMahMHCTBA U CTAaHOBHUUITBO H3JI0KEHHW cy BeheM pU3UKY 0f
CMpPOMAILTBA, MaTepHjalHe AeNpUBalje U COLMjaHe UCK/bY4YEeHOCTH, 6e3 0031pa Ha TO Koja ce
Mepa npuMemnyje. AKTUBHOCT Y CTOIA 3alI0CJIEHOCTU y PypasiIHUM NMoApydjuMa je Beha Hero y
yp6aHUM MNOApPYYjUMa, ald Cy CTPYKTypa 3alOCAeHOCTH M 3allTUTAa IpaBa paJHHUKa
HeNoBOJbHUjU. PagHNLM y pypasiHUM noJpyyjruMa delthe pajie 6e3 popMaiHUX yroBopa, HeMajy
IIeH3UjCKO WJIM 3/IpaBCTBEHO OCUTypakbe U HeMajy npaBo Ha nsahaHo 60/10Bame U FoAUIIbU
0AMOp.

CoyujasHa 3awumuma 3a 0cobe U3/0X4CeHe pusuyuMa CUpOMAWmed je Mare docmynHa pypaaHum
CmaHo8HUYuMa 360T OrpaHHYea Be3aHUX 3a NoceJioBakbe 3eMJbUIIHe UMoBHUHe (0,5 xa u
BHUILIe), HECIPEMHOCTH Jla Ce OKO TOra aHraXkyjy UJ1 HeJJoCTaTKa 3Hakba O TOMe KaKo ce MoXe
OCTBApUTH MpaBo Ha GUHAHCUjCKY coljdjasiHy noMoh. Hanmpeaak je NOCTUTHYT y NPOMOBHCAY
poJiHe PaBHOINPABHOCTH, a/d YIJIABHOM y NOIJIeJy IO00OJbllaka MPAaBHOI U INOJUTHYKOT
OKBMpa.

Ynpkoc nocmojary eeoma nogosbHUX npupodHUX pecypca, uHmezpayuja 6uodusepaumema y
EeKOHOMCKU ceKmop, yK/abyuyjyhu u nossonpuspedy u cpodHe akmueHocmu, je geoma c/aa6a.
PerysiaTopHU OKBUD je dparMeHTHUCAH U €J1a60 KOOPAUHUCAH OJf CTPaHe pa3/IMYUTHUX OpraHa,
JIOK Mepe NOApIIKe Mpou3BohayMMa He HHTerpully 3alUTUTy >XKUBOTHe cpejauHe (He
npe/Buhajy yHaKpCHY YCJOB/BEHOCT), HUTH Cy JOCTYIIHUM NOJACTHLAjU 3a OuYyBambe
6vosMBep3UTETA.

U xopuzoHmasiHa u eepmuKaiHa KoopduHayuja, Kao u koxepeHmHocm noaumuke y Cpéuju cy nod
3HaKoM numara. Mepe YU HHCTPYMEHTH [OJMTHKE HA Ppa3/JIMYATUM HHUBOUMA
(HauMoHasIHA/OMUITUHCKA) ce npekJanajy. PparMeHTanyja u/Uiam Aynjavupame NOJUTHUYKHUX
VHTEpPBEHIUja pa3/JIMYMTHUX UHCTUTYIMOHAJHUX TeJa je Takohe uspaxkeHa. MUcTo Baxku U 3a
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npolece Kperpamwa U UMIlJIeMeHTalyje NOJIUTHKe, I'/le He IOCTOjU T0Be3aHOoCT u3Mehy nusbeBa
NOJIUTHKE, Mepa MO/ pIlIKe U 04YeKMBaHUX edeKaTa.

Ayaana cmpykmypa azpapHoz cekmopa Huje do6po pedsiekmosaHa y noaumuykoj npakcu. Behu
Jle0 arpapHoOr JApKaBHOI OylleTa KOPUCTU Ce 3a JUPEKTHY MNOAPILUKY Npou3BohayuMma H
CyOBEHIIMOHUCabe UHIIYTA, 10K je U3HOC Cpe/iCTaBa HaMeHEH 3a Mepe PypaIHOT pa3Boja HU3aK
Y YCKO OpHjeHTHCaH Ka MHBeCTHIMjaMa 3a 10/bONpHUBpe/iHa ra3JMHCTBA.

Kpumepujymu 3a kopucHuke nodpuwke 3a sehuHy nocmojehux wema naaharea cy nocmas./beHu Ha
HUCKOM (HajHuUceM) HUB0y, aau mepe HUCy came no cebu npusaazoheHe cneyuguvyHuM nompebama
MBIIT. TlaymwasnHa nozapuika (lump-sum) 3a cBe KOpPUCHHUKe y oApeheHOoj LieMH, JOMPUHOCH
jeHaKOCTH, YMECTO /la UMa CTBAPHU JAONPUHOC LUIUPUM LIM/bEBUMA MOJUTHUKE.

IIpenopyke

[Ipenopyke cy ¢opMmysvcaHe U OpraHM30BaHe Y OKBHUPY TPU OCe U Yy CKJIaJy ca LiUJbeBUMa
cTypuje:

Konmekcmyasina, aHaiumu4ka u numarea dedpuHuyuje

AHanuze crnpoBeJleHE Y OBOj CTyAWjU NOTBphHyjy moTpeby JAa ce ycnoCcTaBU HalMOHaIHA
cnenuduyHa gedununuja MBIIT v/uaum kaTeropusaiyja KOpUCHHUKA MOJUTHKe. [la/bu HAOPH
yCMepeHHU Ka YCIoCTaB/bakby HallMOHA/IHE AeduHULIMje Tpebajy y3eTu y 063up: 1) kopulihemwe
cneMPUUYHUX KOHTEKCTYaJIHUX BapHjabau U JIMMUTA NpU AedPUHUCAKY NO/bONPUBPESHUX
razauHctaBa (II'), mopoauyHor mosbonpuBpeaHor razguHctBa ([N u MBI, kao
CTAaTUCTUYKHUX KaTeropvja HU/WId KOPHUCHHUKA pa3/UUUMTHUX MOJUTUKA W NOJCTULAja; 2)
HeonxoiHo je peopraHu3oBame LeJIOKYIIHOI CUCTeMa MPUKyI/baka MOJAaTaKa Be3aHUX 3a
MBIIT; 3) EBuaeHTHa je moTpeba 3a jaualkheM HallMOHAJHUX aHAJIUTUYKHUX KalMalUTeTa, Kako y
norJieZly aAMMHACTPAaTUBHUX KallaljUTeTa TAKO U KOMIIETEHTHOCTH UCTpaXMBa4a Koju ce 6aBe
pPypasiHUM NHUTawkbUMa.

HHmezpauuja U OCHAM@CUusdrke Ma/aux 6/1dCHUKA HA mpcuwimumdad

MHTerpanuja 1 OoCHaXKMBakbe MaJlUX BJACHMKA Ha TpXKULITHUMa Tpeba Ja ce oKycupa Ha
YeTHUPHU K/byYHe 00J1aCTH, U TO:

[Ipucmyn 3em/suwmy u nopoduvHuUM pecypcuma - [lompe6Hu cy Hosu mMexaHu3mu Koju he ybpzamu
npoyec Hanywmarba - U3/Acka Cmapujux no/bonpuspedHuka U npoyec yaacka MAadux
no/bonpuspedHuUKa, Kao U npeHoc cpedcmasa maadum noseonpuspedHuyuma. [Ilpenopyke cy: 1)
Cajamma nojpiika MJaaJyMM MO/bONPUBPEJHUIMMA Tpeba Jila ce peBUAUPA, Y CMHUCIY Jia ce
npeyusHo JeduHulle KoMe ce Tpeba ob6paTUTH, Kora Tpeba Ja MOAPKU (M KOjoOM BPCTOM
NOoJpIIKe) M KOjU je o4dekuBaHU HUcxof/edpekar; 2) CrTpaTervja HsjIacka CTapHUjUX
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NoJ/bONPHUBPEJHUKA KOjU cy 6e3 HacjJeJHUKA, a TUME U MpeHoca pecypca, Tpebasa 61U GUTH
IIOMOTHYTa pa3HUM IporpaMMMa COliyjajiHE U NMOJbONpHUBpeJHe MoJUTHKe; 3) MUKC nakeT
NO/IPILIKU KOjUM OU ce yOp3a0o TEMIIO MOKpeTamwa start-up-oBa y CEKOTpPy U noboJsbliiajie yKynHe
nepdopMaHce HOBUX U/WJIHU MJIaiUX 10/bONPUBPEIHUKA.

Ilpucmyn 3Hawy - [loTpeba 3a NOACTULAKEM TEXHOJIOIIKHUX HHOBALMja CBAKAKO MOCTOjH, aJIU je
Kpenpamwe I0Tpebe IpObONPUBPEJHMKA 3a 3HAakeM MW HHOBAllMjaMa CBAaKaKO MHOTO
JleIMKaTHUjU M Ba)XKHUjU 3ajaTak. [Ipenopyke cy pasBujeHe Kako 6u ce: 1) pedopmucao
11eJIOKYITHU CaBeTO@aBHU CUCTEM Yy IOJbONPUBPE/IH, 2) MpOLIMpPUIIA TOHY/A MO/lyJ1a U Iporpama
obyKe a1 U MoJZieJ1a AMCEMUHAlMje 3Haba U UHOopMaLMja, U 3) yHanpeauie MeTo/ie IpeHoca
3Hamwa U LMpewa HHOpMalyja U ynpaB/bakbe TUM NpoLecuMa.

HHmeepayuja MBIIT" y aaHye 8epedHocmu - Mepe nodpwke npouzsohauuma y Cpbuju KkpeupaHe cy
mako da nodcmu4y npodyKmugHOCM U MPHICUWHY OopujeHmayujy, aau He U mpicuwHo yyeuhe.
[Ipenopyke cy caxete y ciefehum npaBiuma: 1) MogepHusanuja U nob6osbliakbe TEXHUYKO-
TEXHOJIOLIKHUX NepdopMaHcH cekoTpa; 2) HoBa ysarama y nujale v BeJsienpo/iajHe o6jexTe, 3)
YcnocraB/bame NapTHepCTaBa M jayawke BepTHKa/lHe KoopAuHauuje; 4) W sokanHa u
LleHTpaJ/IHa BJIACT Tpeba Ja MOACTHUYY M NOJpXKaBajy pa3Boj KPAaTKHX JlaHALA CHaOJeBamba
XpaHOM U MpeXa pas3/IMYMTHX aKTepa KOju UX OKpYyxXKyjy; 5) UcTpaxxkuBauku cucteM Tpeba
KOPHUCTUTH 3a NIpyKame peJleBaHTHUjUX U 60/bUX MHIIYTA 3a KpeaTope MOJUTHKE.

Ilo6obwaree nepcnekmuea mpxcuwma paday pypaaHum noopydjuma - Pypaano mpjicuwme pada
y Cpbuju kapakmepuwe uHmMeH3usHa muepayuja (u3a3saHa ozpaHuyeruma Ha domahem
mpocuwmy paoa) u npemexcHo HeghopMaTHO 3anoul/basarse y nobonpuspedu. Ysumajyhu oo y
063up, npenopyuyje ce ga ¢pokyc ycpeacpeau Ha: 1) ®opmanusanujy pajia y no/bonpruBpear
KpO3 MpOMOBHMCalke M IMOJACTHULIAe acolMjalyja UM yApy:KMBama I[0/bONPUBPEHHUKA,
OCHa)KMBakbe BHUXOBHUX KallallUTeTa, IPpYMeHY HOBOI 3aKOHA U NMCAaHUX yroBopa; 2) CTBapamwe
HOBHMX MOTYhHOCTH 3amoc/ema 3a pypajiHy paJiHy CHary, Kpo3 prMHaHCHjCKy NOAPILIKY MJIauMa
M JKeHaMa, Kpo3 (QUHaHcHUpamwe start-up HWHULUjaTUBA y COLMUjaJJHOM M HHOBAaTHBHOM
npeJy3eTHUIITBY.

erupaﬂ,e no/siumukKe U eHd npumeHda

Tpe6ano 6u pasBUTH MOJULEHTPUYHU, OO/b€ KOOPAMHHCAHU U CBEOOYXBATHUjU MpOrpam
NOJINTUKE KaKo O ce 0JITOBOPUJIO HA C/I0KEHE U BULIeIMMEH3MOHA/NIHE U3a30Be ca KojuMa ce
cyoudaBajy MBIII' y Cp6uju. OBo 6u Tpebaso na OyAe OCHOBHH NMPUOPHUTET JIOKAJHHUX U
HalMOHAJIHUX KpeaTopa noyuTuke. [Ipenopyke 3a yHanpehewe nosuTHKe rpynucaHe cy y JiBe
KaTeropuje:

1) Kpeupamwe nosuTHKe, rjie 6u Tpebaso pa3BUTH 60/be KOOPJUHUCAHE U CBEOOYXBAaTHU]je
O/ITOBOpE Ca LMW/beM MOCTH3akha CUHEpPruje MOJUTHKA KOje CIPOBOJie Pa3JUYUTH
JIp>KaBHU OpraHM.
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2) HWwMnaemeHTauuja NOJWTHKE, TAe ce IMpenopydyje HHU3 UHTEpBEHIMja ca LU/beEM
yCIIOCTaB/bakba 60/be paBHOTEXe U3Mel)y Mepa AUPEKTHe NOAPILIKe U Mepa NO/APLIKe PYpasTHOM
pas3Bojy (Tj. IPOAYKTUBUCTUYKHUX LIUJbEeBA U [IM/bEBA YCMEPEHUX Ha UCIIOPYKY jaBHUX Jo06apa).
Kperpame no/JUTHKe U leHa UMILJIEMeHTalMja MOpajy 6UTH 60/be pyKOoBUDEHU a KaallUTeTH
Ha JIOKaJIHOM HUBOY Ce MOpajy ojayaTH ¢ 003UpoM Ja jefHUIIaMa JioKasiHe camoynpase (JJIC)
HeJl0CTaje BUIle ayTOHOMUje U BUILe MHCTPYMeHaTa 3a aZleKBaTHO pellaBame crnelqupuyHux
JIOKaJIHMX IIpobJieMa.
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1 Background and objectives of the

country study on smallholders
and family farms in Serbia




1.1 Background and objectives of the country
study on smallholders and family farms in
Serbia

The background for conducting this country study on the challenges, needs and constraints of
smallholders and family farms in Serbia has been a wish to further strengthen Regional Initiative
[ on empowering smallholders and family farms and develop it towards a stronger
programmatic approach at both regional and country levels. To provide support to smallholders
and family farms, there has been a need to develop a better understanding and knowledge
platform of the main challenges, needs and constraints of smallholders and family farms in the
specific country context.

From 2017 to 2019, FAO conducted country studies under a regional Technical Cooperation
Project - titled Support to the Implementation of the Regional Initiative on Empowering
Smallholders and Family Farms (RI1) (TCP/RER/3601) - in seven FAO programme countries in
the region on the needs and constraints of smallholders and family farms3. From the regional
perspective, and through the further development of the programmatic approach of the Regional
Initiative, it also was strategically important to analyse the needs and constraints of smallholders
and family farms in Serbia.

This study aims to strongly contribute to the establishment of a knowledge platform and to the
development of the FAO Country Work Programme in Serbia in a more programmatic way, under
the umbrella of the Regional Initiative.

The objective of the country studies is to verify observations through answers to the following
research questions:

1. What are the trends in and the current role and weight of smallholders and family farms
in economic, social and environmental development in the covered countries?
2. What are the main needs, constraints and challenges for the realization of the economic,

social and environmental development potential of smallholders and family farms?

3. Which current administrative procedures, institutional settings and policy interventions
are implemented to support or prevent the development of smallholders and family
farms?

4. Which future administrative procedures, institutional settings and policy interventions
can be developed and recommended to strengthen the role of smallholders and family
farms in economic, social and environmental development and in the transformational
change process?

These questions are answered following a methodology presented in the section below.

% The country studies under a regional Technical Cooperation Project - titled Support to the Implementation of the
Regional Initiative on Empowering Smallholders and Family Farms (RI1) (TCP/RER/3601) conducted in Albania,
Armenia, Georgia, Kyrgyzstan, North Macedonia, Republic of Moldova and Tajikistan.



2 Methodology and approach




I 2.1 Methodology and approach

The approach taken in this study consists of two components. The first includes the following
tools: desk research, interviews, case studies and workshops. The second component relates to
the methodology applied in the data and information collection, which is shaped by the
specificities of the national political system, convenience, and the availability of data and
information relevant to the study.

DESK RESEARCH:

The main research method used for this study was desk research, combining documents,
literature and data analysis. Qualitative desk research was used to access, collect and analyse
existing legislative and policy documents, research papers, reports, and studies from public
authorities, academia, and international donors and organizations. A quantitative analysis was
performed on data derived from the databases of the Statistical Office of the Republic of Serbia
(Census of Population, Census of Agriculture, Labour Force Survey, Household Budgetary
Survey), as well as from internal databases collected under various research and/or
development projects.

INTERVIEWS:

Desk research was supported by consultations and interviews with key resource persons from
various fields of expertise to address gaps, gather insights into good practice examples, and
assure the validity of the findings of the desk research. An interview template was prepared and
then used when interviewing national stakeholders and resource persons. The template includes
the themes covered by the project.

The purposive sampling approach was implemented in the selection of interviewees in order to
choose respondents with sufficient knowledge and to collect information specifically related
to the topic of interest.

CASE STUDIES:

Case studies were used to illustrate or demonstrate various topics. Based on the documentation
and information gathered from these interventions, recommendations are formulated for
existing or new policies. These good policy examples are useful not only for Serbia but also for
other countries facing similar challenges.

The case studies also include studies of needs, challenges and constraints identified through
stakeholder interviews and where the case studies exemplify or illustrate the topics. The case
studies were prepared at family/village /municipality level, depending on the selected topic and
in order to ensure diversity.



Furthermore, case studies also include examples of administrative procedures and/or
institutional settings that prevent or support the development of smallholders and family farms.
These cases were also identified though stakeholder interviews.

WORKSHOPS:

A national inception workshop was held 24 April 2018, setting the context of the project and
introducing the project objectives and activities. This workshop brought together 36
stakeholders. Among them were farmers; representatives of cooperatives, cooperative unions
and farmers’ associations; representatives of the Ministry of Agriculture, Forestry and Water
Management; and representatives of extension services, academia, the media and civil society
organizations dealing with various aspects of rural development such as gender, poverty and
local development. The workshop resulted in the identification of a set of challenges faced by
smallholders and family farms and in the development of a set of joint recommendations based
on input from the participants.

The second workshop was a validation workshop in which the preliminary findings, conclusions
and recommendations were presented to the stakeholders who had participated in the first
country workshop and to new stakeholders identified through the working process.

The national validation workshop was held on 14 October 2018 to review the draft report and
to obtain the consensus of all key stakeholderson the proposed conclusions and
recommendations. The workshop took place at the end of the process, but before the finalization
of the study. The conclusions and recommendations were agreed on by the participants, and
their discussion and feedback were collected and addressed in the final version of the report.






3 Development trends and the
current state of smallholders

and family farms in Serbia



3.1 Definition of smallholders and family farms
in the national context

The understanding of what smallholders and small family farms really are depends in many ways
on a wide range of nationally specific contextual issues. Although the literature abounds with
studies on measurements of farm size, the application of these methodologies and results to
decision-making is limited. The main reason for this is that the results are not always
generalizable and not always readily understandable by a wide range of users. Perhaps most
important, the results do not always reach the needs of policy-makers. The criteria and
thresholds for determining what is a small farm for the purpose of policy development and
implementation must be simple, transparent and based on official databases and sources, and
they should reflect “small” in the specific national context.

In Serbia, despite the importance of small farms and their contribution to food security and the
rural community, they have been left out of the focus of both the scientific community and the
policy-makers. On one hand, the models of farming systems and behavioural patterns have not
been sufficiently empirically explored, while on the other hand, policy-makers traditionally
ignore the diversity of farm structures in terms of farm sizes and types.

The long and uninterrupted tradition of family farming and solid agricultural statistical systems
in the past have led to business entities in the agriculture sector being clearly demarcated by
type of ownership but not by size class (in other words, there is no definition for a “small” farm
nor for any other size of farm).

The formal definition of “family agricultural holding” in Serbia is established by several laws and
by-laws regulating the implementation of agricultural policy, as well as by legislation regulating
agricultural statistics.*

The Law on Agriculture and Rural Development> defines a family agricultural holding as an
agricultural holding where a natural person - the farmer, together with members of the
household - carries out agricultural production. This law foresees that depending on economic
strength, a family agricultural holding can be a commercial family agricultural holding or a non-
commercial family agricultural holding, but it does not define precise criteria for distinguishing
these categories. In accordance with this law, the Ordinance on registration in the Farm Register®
envisages that, except for some exceptions, to be registered as an “agricultural holding,” an

4 For more on this definition, see Section 6.2 in the Annex.
5 Official Gazette of the Republic of Serbia No.41/2009, No. 10/2013 and No. 101/2016.
6 Official Gazette of the Republic of Serbia No. 17/2013, No. 102/2015, No. 6/2016 and No. 46/2017.



agricultural holding should have at least 0.5 ha of agricultural land.” Based on this, for the
operationalization of the agricultural policy programmes and support schemes, the Ministry of
Agriculture, Forestry and Water Management sets different eligibility criteria in terms of farm
size, depending on the type of incentives (Section 4.1.3).

The Statistical Office of the Republic of Serbia (SORS) also uses the concept of the agricultural
holding, defined in the Law on the Census of Agriculture as a technical and economic independent
production unit with single management on which an enterprise, farm cooperative, institution
or another legal entity, entrepreneur or family agricultural holding undertakes agricultural
production.8 In this context, a family agricultural holding is defined as a family or other group of
people living together and sharing subsistence expenses out of their respective incomes and
which members are engaged in agricultural production as either their primary or supplementary
activity, whether they produce solely for their own consumption or both for own consumption
and sale.? The Census of Agriculture 2012 (SORS) was carried out on the basis of a definition that
describes an agricultural holding as one that:

e has at least 0.5 ha of agricultural land on which it carries out agricultural production,
regardless of whether this production is destined for the market; or

e uses less than 0.5 hectares of agricultural land but carries out intensive production of
fruits and vegetables, vineyards, flowers (including production under greenhouses),
mushrooms or livestock, or performs agricultural production intended for the market; or

e has at least - as of 30 September 2012 - two head of cattle, one head of cattle and two
head of small animals (pigs, goats, sheep), five head of sheep or five head of goats, three
head of pigs, four head of small cattle (pigs, goats, sheep), or 50 individual poultry
animals, or 20 bee colonies.

In 2011, activities began to introduce a Farm Accountancy Data Network (FADN) in Serbia. The
FADN sample database covers family agricultural holdings with a standard output of at least EUR
4 000. This means that the FADN excludes nearly 70 percent of all small agricultural holdings,
since the majority are below the stated standard output threshold.

7 This provision relates to companies, agricultural cooperatives, other legal entities (institutions, schools,
monasteries, churches) and other organizations, entrepreneurs and farmers who perform agricultural
production.

8 Official Gazette of the Republic of Serbia No. 104/2009 and No. 24/2011.

9 In addition to family agricultural holdings, the Statistical Office of the Republic of Serbia distinguishes among
enterprises, farm cooperatives, unincorporated enterprises and other forms of organization with legal entity
status that are registered as mainly dealing with agricultural production, as well as enterprises, institutions and
other legal entities registered for another activity, having organized branches or other organizational units in
which their agricultural production is carried out.



Smallholders and family farms in Serbia

The aforementioned definitions of agricultural holding and family agricultural holding are
complementary to each other and practically use the land size criteria of 0.5 ha as a demarcation
threshold for distinguishing between agricultural holdings and farms that produce for their own
needs (subsistence households).

Box 1: An example of a research definition of a small rural household with
farm holding, by using a multi-criteria definition

The conducted survey covered small viable rural households with an agricultural
holding (farm), defined as households:

with at least of three members (this limit was set to avoid single-person households
- in other words, to include multigenerational households in the analysis);

with at least one member between 25 and 55 years old (the purpose of this criterion
was to focus on households with younger members who likely will stay in the
village);

that have no more than one wage-employed member (it was assessed that
households with incomes from more than one wage-employed member in rural
areas are not vulnerable or a in risky category);

that cultivate up to 3 ha of arable land; and

that breed up to ten head of small farm animals (sheep, pigs, goats) and/or two head
of cattle.

Source: Bogdanov, 2007.

In this study, wherever possible, the analysis is based on the FAO definition of small-scale food
producers. This approach was chosen in order to allow international comparisons, to better
reflect the characteristics of the target group of agricultural holdings, and to stress the need for
further work and debate on nationally specific multi-criteria definitions of smallholders (see
Section on Approach used in this study ).
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3.2 Structural characteristics and analysis of
the sector

This chapter discusses and demonstrates the structural characteristics of the agriculture sector
and of agricultural holdings in Serbia. Particular attention is devoted to the characteristics and
role of smallholders and family farms in the agrarian structure of the country.

To do this, we first briefly describe the basic indicators of the importance of the agriculture
sector to the national economy. Next, we will analyse the structural characteristics of agricultural
holdings in order to better understand the overall environment in which smallholders and family
farms operate. Finally, the approach used in defining smallholders and family farms for the
purpose of this study is explained, and the results are presented. The relevance and
characteristics of smallholders and family farms will be analysed from the perspective of their
land resources, production structure, labour distribution, profile of managers and income
diversification.

3.2.1 An overview of the agriculture sector in the economy

The contribution of the agriculture sector to the Serbian economy is considerable in comparison
with neighbouring countries and the European Union average. This is explained by abundant
land resources, favourable natural conditions and the continuity of family farms as a dominant
form of farming, but also due to delays in structural reforms in other sectors of the national
economy.

In the period 2008-2017, the share of agriculture, forestry and fishery in total gross value added
was 9.2 percent, on average, employing 21 percent of the workforce (Table 1). Agriculture
accounts for a considerable share of foreign trade (21.1 percent in export and 7.3 percent in
import), revealing a record high trade surplus of EUR 1 496.7 million in 2016.

The general trend over the studied period is that there was a relative decline of the contribution
of agriculture to output, employment and export, while its share in total import increased.
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Table 1: Key agricultural statistics, 2008-2017

Units 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
Gross value added of the agriculture, forestry, hunting and fishery sector (A)
GVA (at current illi
A (at curr millions 2928 2466 2538 3007 2387 2700 2576 2268 2245 2211
prices) EUR
Share in GVA of all
ol % 10.3 9.6 10.2 10.7 9.0 9.4 9.3 8.2 7.9 7.3
activities
Employment in the agriculture, forestry, hunting and fishery sector (A)
Number thousands 706 623 533 478 467 492 506 498 506 481
Share in total
% 25.0 23.8 22.2 21.2 21.0 213 19.9 19.5 18.6 17.2
employment
Trade in food and agricultural products
Export of agrifood illi
P & millions 1328 1381 1672 1920 2084 2078 2295 2560 2890 2819
products EUR
Share in export of all
% 17.9 23.2 22.6 22.7 23.8 18.9 20.6 213 215 18.7
products
Import of agrifood millions
754 711 896 1001 1137 1196 1283 1360 1393 1575
products EUR
Share in import of all
% 4.6 6.3 7.2 7.0 7.7 7.7 7.8 8.5 8.2 8.1
products
Trade balance in millions
. 574 670 776 919 947 882 1012 1200 1497 1244
agrifood products EUR

Production trends and structure

Source: SORS, 2018c.

From 2008 to 2017, the volume of agricultural production varied considerably, mainly due to
frequent extreme weather events (Figure 1). The sharp declines of gross agricultural output in
2012, 2015 and 2017 were the results of adverse impacts of droughts on crop production. The

volume of livestock production slightly increased over the period.

Figure 1: Changes in the volume of gross agricultural output, 2008-2017
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Roughly two-thirds (67.0 percent) of Serbian agriculture production value comes from plant
production, with cereals are the most important crop. The remaining one-third of agricultural
output belongs to livestock production, in which the rearing of cattle is the most important
sector.

Agrifood trade

Agriculture is the only sector in the Serbian economy with a positive trade balance. The external
trade in agrifood products has been constantly growing, reaching a peak of EUR 4 394 million in
2017 (Figure 2). Average annual rates of both export and import growth were high (8.7 percent
and 8.5 percent, respectively) and resulted in a record export-to-import coverage ratio in 2016
(207.5 percent).

Figure 2: Trade in food and agricultural products, 2008-2017
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The majority of the external trade relies upon bilateral free trade agreements, such as the
Stabilization and Association Agreement with the European Union, the Central European Free
Trade Agreement (CEFTA), and agreements with the Russian Federation and Turkey. The main
export destinations, ranked from the largest to the smallest, are EU countries (receiving 45.5
percent of the total exports of agrifood products), followed by the CEFTA countries (32.4
percent) and the markets of other countries (22.1 percent). From 2012 to 2017, the share of
export to EU countries decreased (by 10.4 percentage points), while export to other countries
increased (by 12 percentage points).

The import of agrifood products is dominated by the EU (60 percent), followed by other
countries (30 percent) and the CEFTA market (10 percent). The changes in the structure of
imports by groups of countries indicate an increase in the share of imports from other countries
(by 13.1 percentage points from 2008 to 2017) and a decrease in the share of imports from
CEFTA (by 17.6 percentage points over the same period).
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Regarding the main groups of products, exports are dominated by fruit (20.1 percent on average
for the period 2015-2017), cereals (15.6 percent), tobacco and tobacco products (9.7 percent),
various beverages (6.4 percent) and animal or vegetable fats and oils (6.1 percent). These top
five tariff headings accounted for 57.8 percent of the total export value of agricultural and food
products, with corn, cigarettes, and frozen raspberries as the most important individual
products. The changes in export composition over the time period 2008-2017 indicate a decline
in the share of cereals, sugars and sugar confectionary, beverages, spirits, vinegar and others,
while the share of edible fruit, tobacco and oilseeds increased.

Imports were dominated by fruit (12.5 percent), followed by tobacco and tobacco products (11.6
percent), miscellaneous food products (8.8 percent), various beverages (6.1 percent), and
oilseeds and oleaginous fruits (5.7 percent).

Forestry

The total forest area in Serbia covers 2 168 746 ha, or 29.1 percent of the country’s territory.
Serbia is considered to be a middle-forested country, compared to the average world forest
coverage of about 26 percent, but it is still below the European average of 47 percent (MCPFE,
2003). In relation to the population, forests cover 0.3 ha per inhabitant. Regional differences in
forest coverage are apparent: In Vojvodina Region, forests cover 7.1 percent of the territory,
whereas in Central Serbia forests cover 37.6 percent (Bankovi¢, S. et al., 2009).

The state-owned forest area covers 896 400 ha (40 percent of the total forest area), and the
remaining is in private ownership (52.2 percent) or used by other types of owners (8 percent)
(Table 2). The public enterprise Serbia Forests manages 889 691 ha of forests in Central Serbia,
while approximately 1 million ha are privately owned. Forests in Vojvodina are managed by the
public enterprise Vojvodina Forests, which owns 114 266 ha of forests and forest land, while
about 5 percent is in private ownership.

Table 2: State of the forest fund by ownership, 2007

Area Timber Trees Volume
Totglol(l); % Nl;m:)lf; % Trees/ha m(c:eltltl:ll'z % metelc':/l;ni;
) (mill.)
State-owned 896.4 3938 768.1 36.3 856.9 176.0 48.5 196.3
Private 11752 522 11868 56.1 1009.9 162.8 449 1385
Other 180.8 8 159.7 7.6 883.4 23.7 6.5 131.1
Total 22524 100 2114.6 100 938.8 362.5 100 160.9

Source: SORS, 2018b.

Private ownership of forests has never been restricted, but treating forests as good for the public
interest and obliging forest owners to preserve and improve forests as ecosystems have limited
their rights to exploit forest resources. In spite of declarative concerns about public goods, the
state actually has not paid attention to private forest owners. Numerous responsibilities in the
field of forestry have been given to municipalities, which has required the establishment of
appropriate services at the local level. However, many municipalities have not fulfilled this
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obligation, primarily due to a lack of competent forestry staff. Basically, legal provisions related
to the improvement of forests in private ownership have not been implemented.

Forest land is exempted from the privatization process. This has resulted in thousands of
hectares of forests having unclear ownership rights, exposing them to degradation and damages,
including illegal logging.

According to the Law on Forests,10 public enterprises are obliged to carry out professional and
technical tasks in private forests (cultivation, forest protection, production of wood assortments
and other activities) if there are private forests in the territory. However, to improve the
situation in the forestry sector, better coordination of policies is needed, including cadastre, soil
data, demarcation of protected areas, water management and infrastructure plans.

Fishery

Aquaculture represents a small segment of the Serbian economy. Aquaculture and freshwater
fishery provide jobs for about 2 000 workers and contribute about 0.2 percent of the gross value
added. The share of fishery products in the structure of agrifood exports is low (0.5 percent),
while it is 5 percent of imports. The average consumption of fish in Serbia of 7 kg per capita is
among the lowest in Europe, but in recent years this figure has been increasing.

The total area covered by fish farms is approximately 14 000 ha, out of which approximately 20
percent is out of use (Markovi¢ and Poleksi¢, 2011). The Vojvodina Region accounts for 97
percent of the area under fish farms. The number of fish farms in Serbia is more than 200 (85
carp farms, 120 trout farms, 10 cage systems for warm-water fish species culture, three cage
systems for cold-water fish (rainbow trout), and one for beluga and Danube sturgeon of small
capacity.

The overall trends in the fishery sector are positive, both in terms of fish farm area (which
increased 10 percent in the first decade of the 2000s) and the number of newly built fish farms
(approximately 100 small, family fish farms have been established in the last decade). However,
production growth is based on the growth of carp production and is a result of the better
management of fish farms after privatization. Until 2016, the production continued to grow due
to the fact that new feeding technology was introduced. Production on carp farms has increased
by more than 100 percent, and carp meat quality is significantly improved. Since 2016, the koi
herpesvirus (KHV) has affected carp production, which has dropped to the level of the beginning
of the 2000s.

The further improvement of fish feed quality, selective breeding programmes, carp farming and
carp meat quality are among the key challenges of this sector. Serbia still does not have any
policies in place for small-scale fisheries, while full alignment with the European Union’s acquis
communautaire concerning illegal, unreported and unregulated fishing needs to be ensured.

10 Official Gazette of the Republic of Serbia No. 30/2010, No. 93/2012 and No. 89/2015.
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3.2.2 Development of the role and importance of smallholders and
family farms

Main structural characteristics of agricultural holdings

The objective of this chapter is to present the main structural characteristics of agricultural
holdings in the Republic of Serbia. The indicators used to describe the farm structure and its
characteristics include the distribution of agricultural holdings by legal status and by region, the
size of the agricultural land, the size of the livestock herd, farm labour, and combinations of these
indicators.

The structure of agricultural holdings by legal status

In Serbia, similar to other countries with a continuity of private farms since the pre-transition
period, the land reform of the 1990s did not bring significant changes in farm structures.

The available official data do not allow precise comparisons of distribution of agricultural
holding and farm land by type of ownership between two censuses, since the methodology of the
Census of Agriculture conducted in 2012 was changed (definitions related to agricultural
holdings and land categories). However, an indicative picture can be drawn by looking at data
from the Census of Population, Households and Dwellings 2002 (SORS, 2002). According to this
source, there were 778 000 households with agricultural holdings (threshold was set at 0.1 ha),
while according to the Census of Agriculture 2012, there were 628 000 family agricultural
holdings (more than 0.5 ha) and more than 112 000 households with some agricultural
resources but that were below defined threshold values. Such a trend is indicative of declining
farm numbers and increasing farm consolidation, but there is not sufficient reliable evidence
supporting that claim. The share of family agricultural holdings in total land area at the end of
the 1990s was 85 percent, as it is nowadays (Table 3).
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Table 3: Agricultural holdings by legal status, by region, 2012

Number of agricultural a riclljltlltllllf";?area Number of cattle Number of pigs
holdings %thousan d ha) (thousand heads) (thousand heads)
Of which (%):
Regions which (%) . . .
Total Family Holdings Total O f which: Total O f which: Total _Of which:
holdings  of legal in FH (%) in FH (%) in FH (%)
(FH) entities
Serbia 631 552 99.5 0.5 33559 83.9 909.0 91.7 3403 80.0
Belgrade Region 180 868 99.2 0.8 134.1 76.8 53.2 55.0 202 70.9
Vojvodina Region 33 244 99.6 0.4 1598.1 73.5 252.3 85.9 1396 62.9
g:ﬁ‘)’;‘;’gﬁ;‘:}lwe“ 147 624 99.1 09 9757 965  414.4 973 1151 98.2
g‘;sgti;‘;‘d SNSRIl g e 99.7 03 6480 923 1892 97.3 65 87.6

Source: SORS, Census of Agriculture 2012.

Counts of agricultural holdings by legal status in Serbia reveal that family agricultural holdings
dominate over holdings of legal entities and unincorporated enterprises (HLEUE), both in terms
of the percentage (99.5 percent) and in terms of agricultural resources. Still, HLEUE in Vojvodina
Region and Belgrade Region occupy a significant part of the land area and livestock totals
(Table 3).

The structure of agricultural holdings according to size classes of land and herds

The structure of agricultural holdings in Serbia according to the physical size of farms points to
its duality.

Table 4: Agricultural holdings and land distribution, by land size class, 2012

Land area (ha)

Indicator
Total <1 1.01-2 2.01-5 5.01-10 10.01-50 <50

Number (thousands) 631.6 184.7 123.7 1825 89.1 45.3 6.2
Agricultural holdings

% 100 29.2 19.6 28.9 14.1 7.2 1.0

ha (thousands) 3437 92 182 596 617 825 1125
UAA

% 100 2.7 53 17.3 18.0 240 327
UAA per AH, ha 5.4 0.5 1.5 3.3 6.9 18.2 180.2
Unutilized agricultural area, ha (thousands) 424 106 37 59 27 16 179
Wooded area, ha (thousands) 1023 191 72 209 199 181 170
Other land, ha (thousands) 462 34 15 42 21 44 307
Total available area, ha (thousands) 5347 423 306 906 864 1066 1781

Source: SORS, Census of Agriculture 2012.

Agricultural holdings with less than 2 ha make up 49 percent of the total number and cultivate 8
percent of the utilized agricultural area (UAA), whereas at the other end of the range, the 1
percent of farms with more than 50 ha use 33 percent of the land (Table 4). The average farm
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size is 5.4 ha of UAA. Unutilized agricultural land amounts to 424 000 ha and is similarly
distributed among the agricultural holdings of the smallest size (up to 2 ha) and big holdings
(over 50 ha) (143 000 ha vs. 179 000 ha, respectively).

This pattern is even more striking when it comes to the distribution of livestock. Twenty-two
percent of agricultural holdings do not breed livestock. Among those with livestock, 80 percent
have fewer than five livestock units (LU), and their share in the total number of livestock is 34.7
percent (Table 5). On the other side of the scale, 33 percent of the total number of livestock units
is concentrated on farms with more than 20 LU.

Table 5: Agricultural holdings with livestock and distribution of LU
by herd size class, 2012

Indicator Total >0-<5 5-<10 10-<15 15-<20 20-<50 50-<100 100-<500 500 -<
Agricultural  Total 489364 391468 67063 16169 5897 6904 1200 522 141
holdings % 100 80.0 13.7 33 12 1.4 0.2 0.1 0.0
S Total 2019889 700981 388149 174070 92048 191061 79360 94731 299 489
units

% 100 34.7 192 8.6 46 95 39 47 148

Source: SORS, Census of Agriculture 2012.

Regional differences in farm structure

Another aspect of the duality of the Serbian farm structure is reflected in its regional
characteristics.

The lowland rural areas (Pannonian and Peri-Pannonian Plain) in the north of the country are
characterized by favourable soil quality and structure for capital-intensive agricultural
production, and they have well-developed upstream and downstream industries. Along with
small subsistence and semi-subsistence farms, there are very large family agricultural holdings
and a significant number of enterprises of more than several thousand hectares, established
mostly through the privatization process of the former agro-kombinats and cooperatives. In the
rest of territory, small family agricultural holdings prevail, with fragmented land parcels and
lower-quality soil.

As a result of heterogeneity of relief, differences in pathways of farm development, and
restructuring, there are significant regional variations in the distribution of agricultural holdings
and utilized agricultural area (Figure 3). If the Belgrade Region is excluded as atypical, the
smallest number of agricultural holdings is in Vojvodina Region (23 percent of the total in
Serbia), which dominates the total utilized agricultural area (48 percent). On the other side,
agricultural holdings from the Sumadija and West Serbia Region make up 41 percent of the total
number of agricultural holdings and use 29 percent of the total utilized agricultural area.
Consequently, average farm sizes vary significantly, ranging from 3.6 ha in the high-mountain
regions of Eastern and Southern Serbia to 10.9 ha in Vojvodina Region (Figure 4).
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Development trends and the current state of smallholders and family farms in Serbia

Figure 3: Distribution of agricultural Figure 4: Average farm sizes, by regions
holdings and UAA, by regions, 2012 (ha), 2012
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Source: SORS, Census of Agriculture 2012.

In terms of the distribution of agricultural holdings by land size, small farms (up to 2 ha) prevail
in both Vojvodina Region and Central Serbia. The distinct differences between the regions
appear in the category of agricultural holdings with more than 2 ha (Figure 5). In Vojvodina
Region, a significant concentration of resources and output is on agricultural holdings larger
than 10 ha, while in Central Serbia they remain on agricultural holdings of up to 10 ha.

Figure 5: The share of AH in resources and output, by land and economic size class, 2012
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The same picture is obtained for distribution of agricultural holdings according to their
economic size. The economically smallest agricultural holdings (with a standard output of up to
EUR 2 000) prevail in both regions. However, these agricultural holdings use little land and
livestock units in Vojvodina Region and make up a small part of the total standard output. The
situation is the opposite in Central Serbia, where resources and output are predominantly
concentrated on small and mid-sized agricultural holdings, with standard outputs of up to EUR

15 000.
Figure 6: Distribution of agricultural
labour by land size class, 2012
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Figure 7: Managers 45 years old or
younger, by land size class, 2012
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An important segment of the agrarian structure is the distribution of farm labour (Figure 6). In
Vojvodina Region, the largest part of the labour force is used by small agricultural holds (up to 2
ha). The amount of labour used in this region decreases with the growth of the farm’s size,
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Development trends and the current state of smallholders and family farms in Serbia

increasing again in the category of largest agricultural holdings (over 100 ha). On the other hand,
in Central Serbia, the main concentration of labour is on agricultural holdings with less than
10 ha.

There also are regional differences in the characteristics of farm managers and in the dynamics
of inter-generational transfers of farm ownership. The share of younger managers (45 years old
and younger) grows with the size of the agricultural holding, but it is generally higher in
Vojvodina Region than in Central Serbia (Figure 7). A larger share of younger managers in
Vojvodina Region suggests that in this region, structural reforms - including transfers of family
farm assets - are taking place more dynamically then in Central Serbia.

Smallholders and family farms in Serbia
Approach used in this study

Due to the lack of a national specific definition, in this study the FAO approach in defining small-
scale food producers was taken as an example.

Box 2: FAO proposal for defining and identifying “small-scale food producers”

“The FAO proposes to define small-scale food producers using a combination of two
criteria, namely the physical size of the food producer, as expressed by the amount of
operated land and number of livestock heads in production, and the economic size of the
food producer, as expressed by its revenues. These criteria are applied in relative terms.

In practice, FAO proposes to define small-scale food producers as producers who:

1. Physical size

 operate an amount of land falling in the first two quintiles (the bottom 40 percent) of the
cumulative distribution of land size at national level (measured in hectares); and
 operate a number of livestock falling in the first two quintiles (the bottom 40 percent) of
the cumulative distribution of the number of livestock per production unit at national
level (measured in Tropical Livestock Units - TLUs); and

2. Economic size

« obtain an annual economic revenue from agricultural activities falling in the first two
quintiles (the bottom 40 percent) of the cumulative distribution of economic revenues
from agricultural activities per production unit at national level (measured in Purchasing
Power Parity Dollars).”

Source: FAO, 2018.
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The three different variables (FAO, 2018, p. 3) used for selection criteria are: 1) land size (utilized
agricultural area); 2) herd size (livestock units); and 3) revenue (standard output). To these
variables is added a variable on labour input, expressed in annual working units, or AWUs, since
the monitoring of SDG 2 requires the monitoring of labour productivity (FAO, 2017, p. 16).

The threshold that separates “small-scale food producers” from other agricultural holdings is set
in relative terms, at the level of the bottom 40 percent. Namely, the “small-scale” producers are
those that fall in the bottom 40 percent of the cumulative distribution for each of considered
variables (land, livestock, labour and revenue).

The selection of agricultural holdings belonging to the group of smallholders and family farms
was done in a two-stage procedure. The first step was to extract from the database of the Census
of Agriculture all agricultural holdings that meet each criterion separately. By doing this, four
subgroups of between 459 000 and 536 000 agricultural holdings were obtained, depending on
the variable (Table 6). In the next step, the agricultural holdings belonging to all of the four
subgroups - in other words, those that meet all criteria simultaneously - were identified. By
applying this approach, 403 462 agricultural holdings were found that fall into the category of
smallholders and family farms (Table 6).

Table 6: Population of smallholders and family farms, by various definition criteria

UAA LU AWU N

By each criterion separately
40% of UAA 40% of LU 40% of AWU 40% of SO
Number of agricultural holdings 506 638 536 200 458 961 510 145
Average size 2.23 1.27 0.54 2448
Maximum 23.02 7.32 1.44 19 562

By all criteria simultaneously

40% of UAA, LU, AWU, SO

Number of agricultural holdings 403 462
Average size 1.73 1.01 0.50 1762
Maximum 6.70 4.80 1.34 7 425

Source: authors’ elaboration based on SORS, Agriculture Census, 2012.

Basically, the holdings with less than 6.7 ha of utilized agricultural area, with 4.8 livestock units
(LU) or fewer, with a labour input of up to 1.3 annual working units (AWU) and a standard output
of up to EUR 7 425 fit into the definition of small-scale food producers. The smallholders and
family farms defined in that way, on average, use 1.73 ha of utilized agricultural area, have a
labour input of 0.5 of AWU, breed 1 LU and have a standard output of EUR 1 762 (Table 6). As
shown in 8, considerable regional differences exist in terms of the average size of smallholders
and family farms.
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Figure 8: Average size of smallholders and family farms, by region, 2012
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Further analyses of the structural characteristics of smallholders and family farms were
performed on the selected sample of 403 462 agricultural holdings that meet the given criteria
of small-scale food producers.

Relevance and main structural characteristics of smallholders and family farms

A significant part of agricultural land resources in Serbia are in the hand of smallholders and
family farms, which have over 1.06 million ha of agricultural land (24 percent of the total utilized
agricultural area) and 699 803 hectares (21 percent of the total UAA) (Figure 9).

The structure of available agricultural land is dominated by UAA (66 percent), followed by
wooded areas (20 percent) (Figure 10). Unused land makes 10 percent, which is slightly above
the national average and indicates that smallholders and family farms use their land resources
to the same extent as others.
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Figure 9: Share of land resources held by Figure 10: Structure of agricultural land
smallholders and family farms, by category, held by smallholders and family farms,
2012 2012
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Source: SORS, The Census of Agriculture 2012

Arable land makes up the largest share of the UAA of smallholders and family farms (63.5
percent), followed by meadows and pastures (25 percent) and fruit plantations (9 percent)
(Figure 11). Kitchen gardens, which by definition are areas devoted to cultivation of agricultural
products intended for self-consumption of household members, occupy 14 106 hectares. This
indicates that smallholders and family farms, on average, do not use the majority (as usually
understood) of the total UAA to provide self-sufficiency, but rather just 2 percent.

Figure 11: Structure of the UAA of
smallholders and family farms, 2012
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Source: SORS, The Census of Agriculture 2012.
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Production

Due to an absence of data on the volume of agricultural production by type and size of
agricultural holdings, the contribution and relevance of smallholders and family farms to the
sector’s output can be assessed only by their share of the total land and animal resources and by
the number of smallholders and family farms dealing with certain products.

Smallholders and family farms have high shares in total area of orchards (40 percent), vineyards
(32 percent), pulses (31 percent) and potatoes (26 percent) (Figure 12). However, the number
of smallholders and family farms that produce these crops indicates that high shares of
smallholders and family farms in the total areas of vineyards and pulses are formed by a small
number of smallholders and family farms. This is not the case with fruit production, where
smallholders and family farms have a high share in both total number of agricultural holdings
growing orchards (42.7 percent) and total area under fruit crops (40.4 percent).

Figure 12: Percentage of smallholders and family farms producing certain crops and
their shares of total area, 2012
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Source: SORS, The Census of Agriculture 2012.

When it comes to the number of livestock, the results show that many smallholders and family
farms have poultry (59.8 percent) and pigs (45.7 percent). Sheep, cattle and goats are less
represented (16.6 percent, 12.9 percent and 9.1 percent, respectively). Smallholders and family
farms with beehives are rare (4.2 percent of the total number) (Figure 13). However, data on the
share of smallholders and family farms in the total number of livestock give a somewhat different
picture. Results reveal that regardless of the small number of smallholders and family farms with
goats and beehives, 60 percent of the total number of beehives and 47 percent of the total
number of goats are raised on smallholders and family farms (Figure 13).
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Figure 13: Smallholders and family farms with livestock, and their share of the total
number, 2012
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From the above, it can be concluded that smallholders and family farms are relevant in total
production of fruits, wine, honey and goats, but these sectors are concentrated (except for fruit
production) on a relatively small number of specialized smallholders and family farms.

Agricultural labour

Almost a third of the total farm labour force (32.5 percent) works on smallholders and family
farms. The contribution of the farm family’s labour to the total labour employed in agricultural
production on smallholders and family farms is 95.5 percent, out of which 58 percent is the work
of the farm holder, with an additional 21.6 percent of the work done by their spouses (Table 7).
The share of female labour force, in any capacity, is about 37 percent.

Table 7: Members and regularly employed labour force on
smallholders and family farms, by sex, 2012

AWU AWU of female

Total % labour

Holder 117 163 58.3 22 489
Holder’s spouse 43 481 21.6 39 265
Family members and relatives 31431 15.6 11851
]I:slg;llgly employed labour on 91 0.0 na.
Seasonal workers 8772 4.4 n.a.
Contractual workers 147 0.1 n.a.
Total 201 085 100.0 73 605

Source: SORS, The Census of Agriculture 2012.
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Managers of smallholders and family farms

The majority of smallholders and family farms are managed by men (80 percent). The average
age of these holders is 59 years (Figure 14). The share of female managers of smallholders and
family farms (20 percent) is above average for Serbia (17 percent). However, the average age of
female managers is higher (64 vs. 59 years), and they are less represented among managers
under the age of 40 (10 percent). All these confirm the thesis about the prevalence of traditional
patterns of inheritance, where women inherit the farm after the death of their husbands.

Figure 14: Managers of smallholders and Figure 15: Pluri-activity of managers of
family farms, by age and sex, 2012 smallholders and family farms, by sex,
2012
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Source: SORS, The Census of Agriculture 2012.

More than two-thirds of managers of smallholders and family farms (67 percent) have no other
activity out of agriculture (Figure 15). This particularly applies to smallholders and family farms
with female managers. Among the 33 percent of smallholders and family farms whose managers
have another activity (in other words, are pluri-active), 92 percent have an additional activity
not related to agriculture.

The majority of managers have acquired agricultural knowledge only through practical
experience (58 percent), and only a few of them have attended secondary agricultural school
(1.9 percent) or college (1.3 percent) (Figure 16). The data indicate that the competences of
women managers of smallholders and family farms are even more unfavourable, since 73
percent of them rely only on practical experience.
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Figure 16: Educational structures of managers
of smallholders and family farms, 2012
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There are no data available for recent years, but according to data from Census of Agriculture, in
2012 only 2 percent of managers of smallholders and family farms attended the trainings
organized by various extension and advisory service providers (Figure 17). In Vojvodina Region,
this percentage was much higher (3.2 percent), while in all regions, female managers of
smallholders and family farms were less likely to attend these trainings.

Figure 17: Managers of smallholders and family farms who attended agriculture-related

training in 2012
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Source: SORS, The Census of Agriculture 2012.

Income diversification of smallholders and family farms

The general understanding is that smallholders and family farms have very little surplus produce
and therefore do not participate in markets. It also is understood that their income sources are
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more diversified in terms of non-farm activity engagement of farm members. The data for Serbia,

however, show deviations from those patterns:

Sixty-seven percent of smallholders and family farms sell their products on the market.
Among them, 21 percent sell less than 50 percent of their total production and could
essentially be considered very small farms.

There are 30 982 smallholders and family farms (just 7 percent of the total number), that
are engaged in on-farm income diversification activities outside of primary agricultural
production. The most common diversified activities are fruit and vegetable processing
(done by 41 percent of the smallholders and family farms that have diversified activities),
followed by milk processing (39 percent) and wood processing (7.7 percent) (Figure18).

Figure 18: Smallholders and family farms with diversified on-farm activities, by type of
activity, 2012
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A small number of smallholders and family farms are engaged in labour- and capital-
intensive types of agricultural production. Data are scarce, but as an indication we can
use the figures related to organic production and production in controlled conditions
(greenhouses). Only 214 smallholders and family farms deal with organic production -
on less than 200 ha - while 5 222 grow vegetables and flowers in controlled conditions,
on a total area of 225 ha.

Finally, only 33 percent of managers of smallholders and family farms are pluri-active,
meaning that they also are employed outside of agriculture. No data are available for
other farm members. It can be assumed that behind such a relatively small number of
small farms with pluri-activity is a high average age of farm managers.
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Owners of small forests

According to the Census of Agriculture 2012, in Serbia, 337 804 agricultural holdings own a
forest, for a total area of 1 026 023 ha.11 The key characteristics of the private forest sector are
the fragmentation of areas under forests, a large number of parcels and owners, a high
percentage of poor-quality forests, and insufficient organization of the forest owners themselves.

Smallholders and family farms make up 58 percent of the total number of agricultural holdings
with forests and occupy 21.1 percent of the wooded land, with an average size of 0.5 ha
(Table 8). Regional differences are prominent. They indicate that in Central Serbia, the majority
(55 percent) of smallholders and family farms have forest land, while in Vojvodina Region this
percentage is lower (45.7 percent). However, the share of smallholders and family farms in total
forest area varies even more by region, from 1 percent of forest land in Vojvodina Region to over
41 percent in South and East Serbia.

Table 8: Forest land owned by smallholders and family farms

No SHFF forests Forest land owned by SHFF
% of total % of total
Total number number of AH Ha forest land of
with forests AH
Belgrade Region 10982 62.3 6750 25.5
Vojvodina Region 2543 45.7 1487 1.0
Sumadija and West Serbia Region 108 093 56.6 117 430 18.6
East and South Serbia Region 76 114 61.6 90 123 41.3
Serbia 197 732 58.5 215791 211

Source: SORS, Census of Agriculture 2012.

Owners of small forests face many challenges, including lack of knowledge, weak integration into
the value chain, and the absence of state support for their businesses. Expert and technical
services in private forests are financed from the budget of the Forest Administration. In addition,
private forest owners receive support from the Forest Protection and Improvement Program for
afforestation of bare forests in private forests.

3.2.3 Agricultural land market and property rights

This chapter presents the development of agrarian relations and land rights in Serbia as factors
that influenced the creation of a fragmented farm structure and the operation of the current land
market. In addition to describing the evolution of property rights, this chapter addresses the
legislative framework that regulates the land lease and land selling market and legislation that
governs state land.

11 Based on the Inventory of Private Forest Resources and the National Forest Inventory, the total area of private
forests in Serbia is 47 percent and extends to 1 058 400 ha. For more information, see:
http://upravazasume.gov.rs/wp-content/uploads/2016/10/2016-10-16-NFPS-Report.pdf and the GIZ project
“Development of a sustainable biomass market in Serbia.”
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Evolution of land tenure and property rights

The evolution of agrarian relations and the associated land ownership distribution is a complex
social and economic process, especially for countries and societies that are deeply reliant on
agriculture, as is the case with Serbia.

Land tenure in the territory of present-day Serbia was legally established with the first Civil
Code, which was enacted in 1844 and remained in force until 1946. The Civil Code defined the
farming land minimum (approximately 0.8 ha, increased to 5 ha in the 1870s) to be prohibited
from mortgaging and from selling (Calic, 2013). It had a decisive influence on the creation of a
fragmented farm structure and on the “freezing” of the agrarian structure within a small family
estate, and it slowed the consolidation of farms and their technical and technological progress.
Perovi¢ (2006) argues that the land minimum was introduced to facilitate social relations, as it
aimed at preventing the creation of a rural proletariat at the cost of “equality in poverty.”

After the First World War, among the first measures of the economic policy was agrarian reform.
Estates larger than roughly 35 ha were divided and distributed free of charge to peasants, war
volunteers and colonists. In total, 193 300 ha was distributed to 111 100 peasant families. Those
who received land plots were allowed to rent it, but further subletting was prohibited. The
agrarian reform resulted in the liquidation of feudal relations in southern parts of the country,
while in Vojvodina the reform resulted in the reduction of large capitalist farms.

Under the communistic system, farms owned by natural persons (so-called “individual farms”)
were constrained by such elements as limitations on their size, taxing policies, government price
control over key crops, limited access to the markets, and others. The agrarian reform of 1945
(Law on Agricultural Reform and Colonization) was aimed at the elimination of big farms owned
by natural persons, including the expropriation and seizure of agricultural land larger than the
land maximum (25 ha of arable land and 45 ha in total, including non-cultivated land). A land
fund of 1.6 million ha was created, of which 53 percent was transferred to the state sector or to
peasant cooperatives, with 47 percent distributed to poor farmers and colonists. The next step
in reforming agrarian relations was the Law on Agricultural Fund of State-owned Property from
1953, which reduced the farm size to a maximum of 10 ha (20 ha in mountainous regions). A
land fund created in this way was allocated to agricultural organizations (cooperatives, state
kombinats and enterprises). From the newly formed agro-industrial complex, the state
possessed about 18 percent of all arable land, and private household farms had about 82 percent.

After the political changes that started in the 1990s, the ownership structure of agricultural land
began to be reorganized and has since become increasingly complex. The land re-privatization
process started with the adoption of the Law on the manner and conditions of recognition of rights
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and restitution of land.1? On the basis of this law, former owners or their successors were
compensated only for the land confiscated in 1953, up to land maximum of 10 ha. The result was
that a substantial area of agricultural land remained state-owned. Agricultural enterprises and
individuals, however, had great difficulties in claiming their land, as the land registry and
cadastre were outdated and/or incomplete. Additionally, the state applied the principle that all
land would be considered state property if companies were unable to prove they were the
owners. Currently, about 400 000 ha of agricultural land is in state ownership and is leased by
municipalities. Most of this land (300 000 ha) is located in Vojvodina Region.

The Law on Property Restitution and Compensation3 uses the basic principle of restitution in
kind. Nevertheless, the application of this principle is limited by numerous exceptions (for
example, the subject of the restitution in kind cannot be land that was meanwhile privatized,
given to the long-term leasing, built and reserved by planning regulation, etc.).

Land market

The majority of the 3 437 000 hectares of utilized agricultural area (UAA) in Serbia is used
through ownership (70 percent). In comparison with European countries, the Serbian market of
agricultural land sale is moderately developed, as 1 percent to 3 percent of the total UAA is sold
and purchased annually. There are no exact data on the number of transactions, but according
to some sources (Kovacevi¢, 2018), in 2015 there were more than 42 700 land-sale transactions
on 35 000 ha to 50 000 ha of privately-owned agricultural land.

Average farmland prices vary across the regions, and even within regions, depending on micro-
location. According to data from the Republic Geodetic Authority (RGA), the average sales price
is about EUR 7 500 per ha.14 The price of arable agricultural land of higher quality in Vojvodina
Region ranges from EUR 10 000 per ha to EUR 15 000 per ha, while for land of lower quality, the
average is EUR 5 000 per ha. The price of arable agricultural land of average quality in the
Sumadija and West Serbia region is between EUR 2 000 and EUR 5 000 per ha. There are many
examples of speculative transactions of agricultural land, usually when it is purchased for
conversion into construction land, to be used for infrastructural purposes and the like.

There are no restrictions on the purchase of private agricultural land by physical and legal
persons. The tax on agricultural land transactions, paid by the seller, is 2.5 percent of the sales

12 Law on the manner and conditions of recognition of rights and restitution of land that was transferred to public
property from agricultural land fund and the confiscation of the outstanding commitments from the compulsory
purchase of agricultural products (Official Gazette of the Republic of Serbia No. 18/1991).

13 Official Gazette of the Republic of Serbia No. 72/2011, No. 108/2013, No. 142/2014 and No. 88/2015 - The
Constitutional Court decision.

14 Records are kept only on the amount of the transaction and the number of parcels; the culture, class and area of
agricultural land are not listed.
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price. Local self-governmental units determine the property tax to be paid by the owner of the
agricultural land, which by law may not exceed 0.4 percent of the market value of the land.1>

After intense public debate about restricting foreign ownership of agricultural land,
amendments to the Law on Agricultural Land® entered into force that have introduced new
conditions for non-residents (both natural persons and legal entities) to be fulfilled in order to
become owners of agricultural land in Serbia. The law stipulates that the owner of private
agricultural land cannot be a foreign physical or legal entity, except in the case of citizens from
European Union countries, who may acquire privately-owned agricultural land up to 2 ha in size
by legal transaction, with or without compensation, if have been permanently settled in the local
self-governmental unit for at least ten years, if they cultivate the agricultural land that is the
subject of the transaction, and if they are registered in the farm register for at least ten
continuous years, among other restrictions.

The Law on Agricultural Land stipulates that farmers (natural persons, citizens of Serbia) may
purchase state-owned agricultural land up to 20 ha in size. Besides many other restrictions
related to potential buyers (status in farm register, size of land owned and more), this law
stipulates that state-owned land that may be the subject of sale cannot exceed 20 percent of the
total area of state-owned agricultural land that may be the subject of lease in the particular local
self-governmental unit. However, implementation of this provision has not yet begun.

The land lease market is even more active than the land trading market. According to the Census
on Agriculture 2012, agricultural holdings rent about 1 million ha in total. The agricultural land
rented for money or in kind is about 875 000 ha, and the other 144 000 ha are common lands,
are rented for free, or are used in other ways. An estimated additional 5-10 percent are rented
in the “grey zone” without formal contracts verified by a public notary.

Farmland leasing prices of privately-owned agricultural land vary depending on demand and are
formed without any restriction. In the Sumadija and Western Serbia regions, the average price
is EUR 50 to EUR 100 per ha, while in Vojvodina Region, leasing prices range from EUR 300 to
EUR 500 per ha.

The lease of state-owned agricultural land is regulated by the Law on Agricultural Land. It is in
the jurisdiction of local self-governmental units, which are responsible for carrying out the
procedure, while the Ministry of Agriculture, Forestry and Water Management has the authority
to approve and sign contracts with tenants. State-owned land can be leased to individuals and

15 Tax on agricultural land, as well as taxes on other real estate, is under the jurisdiction of local self-governmental
units (LSUs). They tax land according to the distance from the city centre and quality. The amount of tax differs
from municipality to municipality, but the law stipulates a maximum tax rate of 0.4 percent of the market value
of agricultural land. The price is determined on the basis of contracts signed with notaries from the previous year
in certain LSUs. When determining the amount of taxes, the average is calculated according to the zones (3 or 4)
in which the agricultural land is located.

16 Official Gazette of the Republic of Serbia No. 80/2017.
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legal entities for a period not shorter than one year and not longer than 30 years for arable land
or not longer than 40 years for fishponds and vineyards. However, due to the unfinished
restitution process, land still is leased for one-year periods (except for land rented to legal
entities based on investment per hectare, in which case the renting period is up to 30 years).

In 2016, the average rental price for state-owned arable land of average quality was EUR 197
per ha, and this cost is increasing. The initial price is determined on the basis of the farmland
leasing prices paid in the previous year, where the starting rental price in the first round of
auction is set at 80 percent of the market price (in the second round, it decreases to 60 percent).
There are several options for renting state-owned agricultural land: a) the right of priority lease;
b) the right of first refusal; c) the first or second round of public bid; and d) use of state-owned
land without reimbursement.

Box 3: Land grabbing

“It is estimated that 90,000 hectares purchased by companies, that were previously
registered in Serbia are in the hands of foreigners. Most of them are companies from
European countries, from Hungary, Croatia but also from Russia and the United Arab
Emirates.

More openly, market liberalization opens the door for growth of speculative demand. This
has already happened partly, with about 100,000 hectares of arable land being in the
hands of domestic and foreign tycoons.”

Source: http://www.politika.rs/sr/clanak/404039/Za-hektar-zemlje-u-proseku-6-000-evra

(19 May 2018)

“The three largest Serbian businessmen in agriculture own more than 50,000 hectares of
land in Serbia and rent 20,000 hectares.”

Source: https://www.blic.rs/vesti/drustvo/cija-je-srpska-zemlja-medu-pet-najvecih-zemljoposednika-u-srbiji-dva-su-stranci/86ydx8l
(24 August 2016)

“There are real latifundia in Vojvodina, as several large owners have thousands of hectares
of arable land, as in the Austro-Hungarian Empire. The introduction of capitalism in
agriculture precluded the economic viability of the small holdings, which in the Banat
villages led to a drastic increase in poverty. The villages are empty, the property of the
locals loses its value, and the state does not have any strategy for the survival of the
village" the ZSF (Zrenjanin Social Forum) said in a statement.”

Source: http://agrosvet.rs/clanak/3472 /u-vojvodini-sve-vise-latifundija

When it comes to smallholders and family farms, out of the total 403 462 agricultural holdings
that belong to this category, 5.2 percent lease land in cash or in kind, and 8.5 percent lease for
free or other models of use. In total, smallholders and family farms rent 45 205 hectares of
utilized agricultural area, a total of 4.4 percent of the total rented land in Serbia (Figure 19).
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Figure 19: Percent of total rented land used Figure 20: Utilized agricultural area leased
by smallholders and family farms, by type of by smallholders and family farms, by
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Source: SORS, The Census of Agriculture 2012.

Looking by regions, leases in cash or in kind are used by smallholders and family farms in
Vojvodina Region more than in other regions, but the amount of leased utilized agricultural area
is highest in the Sumadija and West Serbia Region, where agrarian density (measured as the
ratio of agricultural labour to productive resources) is relatively high (Figure 20).

In period 2002-2005, the Ministry of Agriculture, Forestry and Water Management provided
support for the expansion of farm size in the form of grants for purchase of every third hectare.
Currently, the Development Fund of Autonomous Province of Vojvodina provides long-term
loans with favourable interest rates for the purchase of agricultural land, but just to farmers in
Vojvodina Region.

Other measures related to land use and management include state support for land
consolidation (see the Section 4.1), building and maintenance drainage and irrigation systems,
field roads, control and improvement of land quality, and other similar measures.

Land consolidation

Although Serbia has a long history of land consolidation, activities on improving land
management and farm consolidation have neither been permanent nor covered the whole
territory.

Since 1956, land consolidation measures have been applied as an attempt to create more
favourable conditions for intensive land cultivation, while the main driver was the desire to
consolidate landholdings in the social (state) sector. It started first in Vojvodina, and later on (in
the mid-1960s) in Central Serbia and then in Kosovo and Metohia (1980s). Land consolidation
projects at that time were accompanied by large-scale projects on land infrastructure, related to
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building drainage and irrigation systems, field roads, wind barriers and more (Van Berkum and
Bogdanov, 2012; Hartvigsen, 2013).

Land consolidation has been carried out on 1.9 million ha of agricultural land. Land consolidation
covers most of the countryside in Vojvodina (60 percent of all territory), followed by Central
Serbia (9 percent) and in Kosovo and Metohija (5 percent). In the whole territory of Serbia, a
single record of fixed assets was established in an area of about 87 percent of the territory. In
the remaining part of Serbia, the ownership right is kept in cadastral registers, books of title
deeds, or encumbrance books. Up to now, there has been no special record of agricultural
parcels, only of records of cadastral parcels (Van Berkum and Bogdanov, 2012).

Table 9: Agricultural holdings by separate plots of utilized agricultural area,
by region, 2012

% AH b)(r) fsgﬂ'ate lots Averla:’gtt;: ;)l;ll;lger of Average lot size, ha
AH SHFF AH SHFF AH SHFF
Belgrade Region 98.7 98.5 4 3 1.0 0.5
Vojvodina Region 95.9 94.5 5 2 2.3 0.7
i‘;‘;‘;ﬁiia ISR 99.3 99.1 5 4 0.8 0.5
East and South Serbia Region 99.1 98.8 7 6 0.5 0.3
Serbia 98.4 97.9 6 4 1.0 0.4

Source: Authors’ elaboration based on SORS, Census on Agriculture, 2012.

On average, 98 percent of the agricultural holdings in Serbia have separate land lots (Table 9).
The smallest and most fragmented land plots are in East and South Serbia Region, where 99
percent of agricultural holdings with more than one parcel have, on average, seven plots of 0.5
ha each. In Vojvodina Region, the percentage of farms with separate plots is 96 percent, while
the average plot size is 2.3 ha. A similar pattern appears when it comes to smallholders and
family farms, where the average plot size varies from 0.3 ha in East and South Serbia Region to
0.7 ha in Vojvodina Region.

The Law on Agriculture Land prohibits the division of land plots to cadastral parcels smaller than
0.5 ha (1 ha if the agricultural land is arranged by consolidation or arrondation). Were someone
to want to divide parcels to a smaller size, the public real estate register would refuse the
request.
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3.2.4 Value chain organization, standards and access to markets

This chapter discusses the agriculture value chain by considering different players, their roles
and the position of smallholders and family farms.

The chapter starts with a brief overview of agriculture value chains in Serbia and continues with
an elaboration on market access for smallholders and family farms, with particular focus on
short food chains and direct selling. The chapter concludes with a section on facilities and
services available to farmers with regard to input supply, cold storage and warehousing.

Value chain organization

Apart from the duality of the farm structure, the structural features of the agrifood value chain
in Serbia also point to a dual structure in each of its segments. There are a large number of small
to very small agents that dominate both the primary agriculture sector and the industries
upstream and downstream. In parallel with these are a few medium- and large-scale operators.

Input supply - Serbian agriculture production is generally a low-input system, using few
agrochemicals and compound feed. Major companies active in input supply are traders and
importers, while a few firms produce and distribute fertilizers and/or pesticides domestically.
Most of the major buyers and traders of agricultural products are engaged in input purchase
arrangements with agricultural producers and cooperatives. Agricultural cooperatives also offer
input financing in exchange for final products from the producers.

Primary agricultural sector — A large part of the primary agricultural sector is excluded from the
commercially oriented agrifood supply chain because its small scale of production cannot
provide the industry with a uniform quality of raw material in sufficient volumes and in efficient
ways. Still, better-structured vertical coordination and contract farming occur in export-oriented
sectors or when agricultural products have to go through processing.

Generally, for the export-oriented products (such as cereals and oil seeds), the market chains are
rather simple - most of the production is marketed by producers to organizers of production
and/or to processors - and concentrated among a few traders and exporters. The commercially
oriented fruit and vegetable producers sell their products directly to retail chains or via
production organizers to processors or exporters.

In the meat industry, there is a complex network of companies engaged in wholesale trade. These
companies sell to retailers (small retail and butchers) and to processors. The market chain in the
dairy sector varies, depending on herd size and the quantity of milk. Large dairies have
contracted suppliers and purchase milk based on such parameters as milk fat, protein and
somatic cell count, while small dairies operate locally and pay for milk only in accordance with
the quantity of milk fat.

37



Figure 21: Wheat value chain
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Source: Stojanovi¢, Manic, et al., 2018.

A vast number of intermediaries operate in the agrifood market in Serbia. Their role and
economic power vary across value chains and regions. Improvements in the regulatory
framework for their operations, together with the inflow of financial capital in this segment of
value chain and export growth, have contributed to expansion of their businesses. The activities
of these intermediaries have contributed to consolidation of the domestic purchase market and
expansion into new export markets. Due to strong competition among the organizers of
production, contracts with producers have become more transparent, and payment deadlines
are respected.

Analysis of the raspberry value chain can serve as a relevant example of the role of
intermediaries in local and global value chains in Serbia. Insight into the distribution of power
among players in the value chain is provided in Table 10, in which data on the value added for
farmers indicate the unfavourable annual average ratio of retail to farm-gate prices (Stojanovi¢,
Dragutinovi¢-Mitrovi¢, et al., 2018).

38



Table 10: Value-added creation and distribution for the raspberry food chain

2006 2008 2010 2012 2014 2016
Farm gate price 0.68 2.107 1.264 1.104 1.298 1.578
Farm costs 0.7 0.7 0.7 0.7 0.7 0.7
Wholesale price 0.975 2.787 2.087 1.591 2.430 2.599
Retail price 2.342 3.684 4.270 2.652 3.325 3.322
Value added
Farm gate - costs -0.02 1.407 0.564 0.404 0.598 0.878
Wholesale - farm gate 0.295 0.68 0.822 0.487 1.131 1.022
Retail - wholesale 1.367 0.896 2.184 1.061 0.895 0.723
Total value added per kg 1.642 2.984 3.570 1.952 2.625 2.622
Value added for the farmer -1% 47% 16% 21% 23% 33%
VEINGEC UG AL 18% 23% 23% 25% 43% 399
Wholesaler
Value added for the retailer 83% 30% 61% 54% 34% 28%
Farm gate/retail price 29% 57% 30% 42% 39% 47%
Wholesale - farm gate retail price 13% 18% 19% 18% 34% 31%
Retail - wholesale/retail price 58% 24% 51% 40% 27% 22%

Source: Stojanovi¢, Dragutinovi¢-Mitrovi¢, et al.,, 2018.

The results of food chain network analysis (Stojanovi¢, Mani¢, et al, 2018) reveal that
intermediaries and farmers are the most important players in the local value chain. Still, as the
farmers are atomized in comparison to the relatively small number of intermediaries,
intermediaries seem to be the ones with the highest market power. When it comes to the global
chain, that chain is partly domestic and partly related to the international players (Stojanovi¢,
Manig, et al.,, 2018). The key players within the domestic group include input suppliers, farmers,
intermediaries, domestic processors, domestic retailers and domestic consumers, while the
international players are foreign importers, foreign processors, foreign retailers and
international consumers. The authors conclude that the largest number of significant
relationships in the international value chain belongs to intermediaries, which makes them the
most important part of the network.

Retail sector - The retail sector in Serbia has been expanding since the 2000s, confirming the
“retail revolution” trend. This sector has been characterized by the strengthening positions of
the large regional/international players,1” who demand strict guarantees on quality and food
safety at competitive prices. These guarantees are enforced by contracts, and a major challenge
for farmers is to meet the growing number of requirements and standards. For example,

17 The leading retail chains are Delhaize (Shop & Go, Maxi and Tempo) and Mercator S (Idea, Roda and Mercator).
Other international retail chains currently operating in the Serbian market are Metro, Lidl, Super Vero and
more. The leading domestic retail trade chains in Serbia are DTL, DIS, Amman, Univerexport and Gomex.
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Delhaize Serbia has a partnership with more than 200 suppliers for fresh fruits and vegetables,
which should provide at least 70 percent of what Delhaize Serbia needs. Suppliers are required
to monitor predefined product and packaging specifications and product certifications such as
GlobalG.A.P. and the British Retail Consortium standard, and they are expected to sign contracts
and offer competitive prices and discounts

Access to market for smallholders and family farms

Regardless of the products they deliver, smallholders and family farms in Serbia - as in many
other developing countries - are often involved in informal chains that deliver products to local
traders/buyers or via farmers’ markets. Home consumption and direct sales of food are
significant. This implies that a large part of the agricultural sector is not integrated in the
agrifood supply chain, neither by contracting nor by (any other means of) sustainable
commercial interactions.

For the majority of smallholders and family farms, direct sale - despite its form - is the most
important market channel. Which types of direct sales are chosen by farms (including direct
selling at farmers’ markets, pick-your-own operations, roadside stands and others) highly
depends on the available farm labour, which in many parts of Serbia becomes a critical factor.

Farmers’ markets - Direct sale at farmers’ markets is the most common selling channel for most
small and mid-sized producers. The total turnover of agrifood products at farmers’ markets
constitutes around 20 percent of the total value of the sales and purchase of agrifood. Among
products sold at farmers’ markets, vegetables are the most common (31 percent), followed by
fruit (19 percent), milk and dairy products (16 percent) and poultry and eggs (14 percent)
(Figure 22). The remaining 20 percent are various other products, including flowers, nursery
plants, fish and pasta.

Figure 22: Sale of agricultural products at farmers’ markets, by groups of products and
by region, 2016
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Source: SORS, The Statistical Yearbook, 2016.
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The transaction costs of selling at farmers’ markets might be too high for many smallholders and
family farms. Farmers need to have certificates that are registered with the Farm Register, and
they must rent the stand at least three months in advance, pay the daily expenses for putting
goods on the stand, and fulfil sanitary and other requirements. The costs of selling at farmers’
markets are slightly higher in Belgrade than in other cities, and these costs can reach EUR 150
per month.18

Farmers’ markets are within the jurisdiction of local self-government units, which occasionally
lower costs by providing free use of stands on some days of the week or offering lower rental
rates during years affected by extreme weather events, among other examples. On the other
hand, there are examples of higher costs, such as with non-transparent tenders for renting
stands in attractive locations.

In some smaller towns in remote areas, the sale of live livestock can be found at organized
livestock markets. To sell animals in these places, farmers must provide an animal passport, a
certificate of vaccination, and the animal’s registration. Only small quantities are traded in this
way, usually small-sized farm animals such as lambs, pigs and poultry.

The sale of home-grown winter stores of vegetable and fruits is not allowed at farmers’ markets
or at the farm gate. The sale of home-processed meat products such as bacon, ham and sausages
also is not allowed. In order to operate in accordance with the law, producers must have a
registered craft shop or company and fulfil all the technical and other requirements prescribed
by the laws regulating food safety. Since 2018, these rules are, at least as far as livestock products
are concerned, regulated by the Regulation on small quantities of primary products used to supply
consumers, areas for performing these activities, and deviations related to small entities in the
business with animal origin food. 1°

The farm gate sale — The farm gate sale has traditionally been used by smallholders and family
farms for selling vegetables, fruits, raw milk, cheese, eggs and alcoholic beverages. This selling
channel (as well as selling at farmers’ markets) is largely grounded on social norms and trust
that consumers have acquired.

Roadside sale — This type of sale is used during the summer season for the sale of fresh fruits and
vegetables and of fruits and vegetables that have been processed for winter storage. Regardless of the
fact that selling costs are reduced to a minimum, the prices of these products usually are not lower. In

18 Monthly renting costs for stands in Belgrade are around EUR 90, which should be added to the daily rental cost
of EUR 5 to EUR 9. Assuming that farmers sell their products one or two times per week, the monthly cost of
sales reaches approximately EUR 150. These costs do not include the seller’s time, transportation costs, small
material costs (package and packaging), goods tasting, waste, and other risks associated with the sale of fresh
products.

19 Official Gazette of the Republic of Serbia No. 111/2017.
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addition, there is another model of roadside sale in which high concentrations of suppliers sell the same
goods during seasonal peaks. Freshly harvested products are directly brought to such places, and
buyers are thus able to choose from products of different quality and quantity (early fruits,
watermelons, potatoes and more) while farmers lobby for — and can manage to achieve — higher prices.

Sale through tourism and catering - Several donor projects in recent years have aimed at
facilitating the integration of small farms into local tourism in key tourist destinations in
Serbia.20 The key challenges identified by entities in the food service industry regarding this
model of sale have been the low level of connectivity and networking of local service providers
and the lack of standardization (Rodin and Mileti¢, 2014).

Budgetary incentives for investments in the on-farm processing of agricultural products and
marketing have been implemented through support for improving the quality of wine and
brandy, incentives for control stamps and record stamps for wine, and for the procurement of
equipment in the meat, milk, vegetables and grapes sectors.

The level of support amounts to a maximum of 40 percent of the investment (55 percent for
agricultural holdings in areas with difficult agricultural working conditions), while for
beneficiaries who are authorized users of some of the designations of geographical origin or who
have certified organic production, the level of support amounts to 50 percent (65 percent for
agricultural holdings in areas with difficult agricultural working conditions).

Standards

In terms of institutions and legislation related to food safety and control, Serbia has made
some progress in alignment with the European Union’s acquis communautaire, but regardless of
the implemented reforms, marketing standards are still problematic. Even those elements of the
EU food safety system that are transposed into national legislation and policy practice are in a
very rudimentary form, with an incomplete regulatory framework and/or other constraints that
make them non-functional. The European Commission’s 2018 progress report for Serbia
emphasizes that “Serbia should take steps towards aligning with the other elements of the
[common market organisation], including sector specific schemes, marketing standards, support
for public and private storage, marketing and producer organisations, market intervention” (EC,

20 Some examples of such projects are:

e The project “Sustainable tourism in the function of rural development,” implemented by five United Nations
agencies in four pilot regions of Serbia: Southern Banat on the Danube, Eastern Serbia, Central Serbia and the
Lower Danube region.

e The project “Regional value chain in the field of inter-municipal cooperation,” implemented with the financial
support of the United States Agency for International Development’s Sustainable Local Development Project
and led by the Regional Development Agency Zlatibor in Serbia (2013).
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2018). Moreover, the report’s chapter on food safety warns of slow progress in the areas of food
safety, veterinary and phytosanitary policy.

Hazard Analysis Critical Control Point (HACCP) certification is a mandatory precondition for
export-oriented food processing companies in Serbia. Major European certification companies
have their offices in Serbia, along with the domestic certification bodies. The majority of export-
oriented companies possess such certifications as ISO 9001:2008, ISO 14001:2008, ISO
22000:2009, British Retail Consortium (BRC) Standard, International Food Standard (IFS), Halal,
Kosher, PDO/PGI/TSG systems?2! or GOST-R, depending on the buyer’s demand. Currently, there
are between 450 and 500 producers in Serbia who are certified by the GlobalG.A.P. standard, and
this number is constantly increasing. Most of them are export-oriented and engaged in the
production of fruits and vegetables.

A national strategy for upgrading agrifood establishments has been adopted, but its
implementation has yet to begin. The same is true of the national monitoring and control
programme for food of animal origin, while a strategy for the management of animal by-products
has yet to be adopted. The annual programmes of plant health measures have been adopted, but
legal framework for the sustainable use of pesticides and a national action plan to reduce their
impact are still missing.

The main institutional shortcomings in implementing laws regulating agriculture and food
products are in the capacities of agricultural inspections and the unfinished system of national
reference laboratories. Generally, the main advancements achieved are in the field of
designations of geographical origin, wine, and the certification of organic products.

There is a network of authorized state-owned laboratories dealing with food safety, and there
are authorized national reference laboratories responsible for diagnosing certain infectious
animal diseases and examinations of residues of veterinary drugs, pesticides and other harmful
substances in food. The competences of these laboratories are confirmed by accreditation and
continuous external quality checks by EU reference laboratories. Due to insufficient technical
facilities and equipment, some tests cannot be carried out in the country. The national reference
laboratory for milk testing was opened in 2017, but it is yet to be accredited. In accordance with
the Food Safety Law (Article 18) of Serbia,22 the Directorate of National Reference Laboratory
was established as an administrative body within the Ministry of Agriculture, Forestry and
Water Management to perform tasks within the field of food safety, animal health, plant health,
agricultural and decorative plants, residues, milk, and the plant gene bank.

21 Protected designation of origin (PDO), protected geographical indication (PGI), and traditional specialities
guaranteed (TSG).
22 Official Gazette of the Republic of Serbia No. 41/2009.
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Access to services

Services such as logistics, transportation, crop harvesting, and post-harvesting handling,
distribution and sale, together with research and development, are crucial in enabling access to
markets for farmers. In order to understand the challenges faced by smallholders and family
farms in assessing these services, two aspects are relevant:

e the availability of agriculture-related services and the demand for them; and
e service providers and the quality of services they offer.

The available agriculture-related services

Although the available agriculture-related services and logistical support to farmers have
increased in recent years, this is mostly the case only with export-oriented sectors and
producers. For smallholders and family farms that do not produce marketable commodities, the
matter is still complex and challenging.

This section briefly describes the availability of some of the most important services by
subsectors.

Agricultural Holdings in Serbia are generally well-equipped with tractors (the average amount
of utilized agricultural area cultivated with farmers’ own tractors is 8.5 ha), but this is not the
case with the pre-harvesting and seeding machinery or with specialized agricultural machinery
intended for fruit and vegetable production. Smallholders and family farms are equipped mostly
with used and technologically outdated mechanization (99 percent of tractors are more than ten
years old), with relatively higher fuel consumption and operating losses. For smallholders and
family farms, the average amount of utilized agricultural area per own two-axle tractor is 4.4 ha.
Smallholders and family farms that do not have their own machinery must pay for services that
don’t have problems to come to them. Machine rings, cooperatives and similar models of the
joint use of machinery have been established, but these are not common practice. The supply of
agricultural machinery and equipment, as well as models of financing, is rich. Smallholders and
family farms, however, usually opt for simpler machines, produced domestically by small and
medium enterprises and private workshops. There is a well-developed sector of metal
workshops that produce agricultural machine tools, spare parts and equipment at competitive
prices (EIB, 2016).

Large livestock farms have made significant investments in improving standards and in building
and expanding existing capacities. These facilities are technically well-equipped and meet the
majority of the requirements of the environmental and animal welfare standards. Nevertheless,
the handling and storage of manure remains one of the key problems faced by both large
agricultural holdings and smallholders and family farms.

Institutions that supply support activities for livestock production perform various services,
such as breeding, pedigree record services, boarding horses, livestock spraying and more.
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According to the available data, there are more than 150 veterinary stations. Artificial
insemination of cattle is common, but artificial insemination in pig breeding is carried out on
large farms, while small producers usually opt for natural mating. Subsidies for artificial
insemination of livestock are available from agricultural budgets of local self-governmental
units. Seed for artificial insemination is derived from animal reproduction centres, as well as
from semen storage and distribution centres, which have been formed in recent years.

The input market for fruit and vegetable production has been improved with the growth of
investments in these sectors. Subsidies for establishing new plantations and expanding existing
ones, as well as for investments in anti-hail nets, irrigation equipment and more, are available
from national and local agricultural budgets. In the fruit, vegetables and grapes sector, critical
points are the lack of labour during seasonal work peaks, the high costs of harvesting, and the
lack of storage capacities and collecting centres that have cooling facilities to preserve fruits and
vegetables. The development of wholesale markets is particularly important, since these are
places where food safety standards and food storage standards are being monitored.

The system of public warehouses and storage services is underdeveloped. The number of
certified public warehouses is small, and their regional distribution is inadequate. FAO and the
European Bank for Reconstruction and Development have supported institutional capacity-
building to promote the use of warehouse receipts and have assisted in the creation of an
indemnity fund to cover fraud risk in warehouses (see Section 4.2). This resulted in the
adaptation of the Law on Public Warehouses for Agricultural Products?3 and the establishment of
licensed warehouses (in other words, the ability for short-term loans to be disbursed based on
warehouse receipts). However, after some initial success, the system still is not fully functional.

The service providers

The whole logistics and service activities were in the past performed by farmers cooperatives,
which played key roles in improving access to markets and information and in providing
financial services. Although cooperatives have a long tradition in Serbia, their activities since the
1990s has been hampered by legislative challenges, insufficient support mechanisms and other
factors. The cooperatives sector in Serbia has remained outside the focus of institutional and
economic reforms. The status of collective property remained unregulated for too long, which
significantly reduced the chances of effectively adapting to new market conditions. Official data
on the number of farmers’ cooperatives vary according to the source, but the total is somewhere
around 1 600, with roughly 1 100 of them in active status. Many of these cooperatives are
fictitious, organized as cooperatives while in reality counting no more than a few members. It is
estimated that the number of members of agricultural cooperatives in Serbia is about 31 000,
while 115 000 subcontractors cooperate with them. These subcontractors do not to take partin

23 Official Gazette of the Republic of Serbia No. 41/2009.
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sharing the income provided by cooperatives. Many cooperatives were established after 2000
within donor projects; these mostly remain small, with insufficient capital.

In the environment created after the collapse of cooperatives, the “empty space” was partially
filled by private companies, newly established cooperatives and associations, and civil sector
organizations. Currently, they are playing increasingly more important and diverse roles in
delivering logistical support and services. There are examples of non-governmental
organizations, local self-governmental units and farmers’ associations establishing functional
linkages and partnerships related to the promotion of local products. However, few of these
initiatives remained sustainable after the initial enthusiasm, with the majority reducing their
activities to the organization of local events and trade fairs, supported by municipality
agricultural budgets. Partnerships formed in the process of registering geographical
designations of origin or other forms of the branding of local products are often for “one-time
use,” guided most often by the expected benefits of the right to use the protected designation
and less frequently by the objective capacity for creating stable business connections and
expanding the networks of participants.

The general impression is that efforts and funds have been invested in promoting domestic or
local product quality, but that these products often are not available in stores. Simply put,
promotion has been an objective in and of itself, without contributing to such things as higher
supply, greater sales or the involvement of a larger number of holdings.

3.2.5 Access to finance

This chapter describes the agricultural financial services market in Serbia and provides deep
insight into the access of smallholders and family farms to each of the subsectors.

Poor access to finance is recognized worldwide as a critical inhibiting factor to the development
of the agriculture sector and the survival of smallholders. This is the case in Serbia, too.
According to The World Economic Forum’s Global Competitiveness Report 2018, access to
financing is a major constraint for business in Serbia (World Economic Forum, 2018). The
country’s position is relatively low (78th out of 137 countries), and the financial market
development (101st position) and the affordability of financial services (116th) are identified as
being among the most problematic factors. The World Bank’s flagship report Doing Business
2018: Reforming to Create Jobs ranks Serbia No. 101 with regard to the development of the
financial market, stating that further improvements - including in the field of accessing credit -
remain to be made (WB, 2018).

Agricultural loans subsidized by the Ministry of Agriculture, Forestry and
Water Management

Lower interest rates, particularly for investments in less-developed regions and in the
agricultural sector, have been widely used policy instruments in Serbia. The first agriculture loan
programmes for family agricultural holdings in Serbia were launched in the 1970s as part of the
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“Green Plan” of the former Yugoslavia. Besides providing a comprehensive framework for
agricultural development, the Green Plan stimulated the development of family farms by
providing low-interest loans through social (state) sector organizations with which the farmer
had a cooperative agreement. Basically, until 1994, the financing of agriculture was entirely
under state control, as the loan fund was covered by the emission of primary money.

Political and economic instability in the 1990s resulted in a significant decline in the Serbian
economy, the collapse of the financial system, and hyperinflation. After the reconstruction of the
financial system in 1994, agriculture lost its privileged status. At that time, the financing of
agriculture through loans from the National Bank was abandoned, and agriculture had to rely on
commercial banks for loans. The sector was left without any permanent and safe financing
source for its specific use.

In 2004, the Ministry of Agriculture, Forestry and Water Management (MAFWM) reintroduced a
model of subsidized short and long-term loans for agriculture, under more favourable conditions
than the market conditions. Short-term loans were granted to registered family agricultural
holdings, with the interest rate of 5 percent and a repayment period of 12 months. Long-term
loans (three to five years) were granted through commercial banks for investments in farm
modernization. This model of lending was very popular with both banks and agricultural
holdings, and it continued to exist (with some minor changes) until 2010.

In 2010, a new model of long-term loans was established in which interest rate subsidies were
provided in order to encourage banks to lend to the sector. The participation from banks was 60
percent of the capital, with the other 40 percent coming from the MAFWM. The model was such
that banks’ funds had to be repaid in the first three years of the repayment period, at the interest
rate according to the bank’s business policy, while the amount of the MAFWM had to be repaid
in the two subsequent years, without interest charged. This model (in which only the interest
rate was subsidized, but not the principal), was less popular with banks - though quite
appreciated by farmers, as the annual interest rate was 5 percent and loans were dinar-oriented
with flexible repayment terms.

In 2017, a new model of subsidized loans was introduced, with an interest rate of 3 percent.
Interest rates of 1 percent are applied to young farmers (40 years old or younger), female
holders and farmers residing in areas with difficult agricultural working conditions. Repayment
periods are from one to three years, except for the purchase of agricultural machinery for crop
production, in which case it is possible for loan repayment terms to be as long as five years. The
budgetary support for subsidized interest rates for long-term loans in 2017 was EUR 5.4 million,
which was granted to about 5 700 applicants. However, many businesses and farmers are not
able to access these programmes, and the number of loans that have been subsided is a very
small segment of the overall lending.

47



Loans offered by banks

The total agricultural loan portfolio of banks in Serbia has recorded steady growth and
diversification of credit products offered to farmers. This includes short-term business loans for
working capital and investment loans for such purposes as the purchase of a house, machinery,
equipment or land or for the construction and renovation of farm buildings. Lending conditions
are tailored to the specifics of agriculture and are flexible in terms of grace periods, differing
repayment periods, variable repayment schedules, contract collateralization and more.

According to Kovacevi¢ (2018), the total portfolio of agricultural loans approved by commercial
banks in November 2017 was about EUR 1.035 billion, out of which loans granted to registered
agricultural holdings were about EUR 470 million (45.4 percent), while loans granted to
companies in the agriculture, forestry and fishery sector amounted to EUR 565 million (54.6
percent).24 About 22 percent of the total lending was in short-term loans, a relatively low figure;
many farmers prefer using barter agreements.

The factors determining banks' credit decisions include the borrower’s creditworthiness, the
business performance of clients, and historical data. As for natural persons, only employed
people and farmers are eligible for bank loans.2> A farmer as a natural person is understood here
as a holder or member of a family agricultural holding, in accordance with the Law on Agriculture
and Rural Development. This assumes that the farmer is registered in the Farm Register. Most of
the banks are unwilling to provide loans to unregistered farmers due to the high estimated risk
of losses. According to the European Investment Bank, the problems farmers face in obtaining
bank credit are related to lack of financial information and high debt-to-asset ratios (as the value
of their assets, usually related only to land and livestock, is low) (EIB, 2017).

It is estimated that around 70 000 to 80 000 farmers have credit history, while about 50 000
farmers have credit debt. Banks are more active in lending to farmers in Vojvodina Region,
where the demand for finance is highly concentrated. It is estimated that less than 5 percent of
all agricultural lending is made in Southern Serbia, with over 70 percent in Vojvodina and the
remaining in Central and Western Serbia (USAID, 2013). This can be explained by better
information for farmers, better institutional preparedness to provide collateral (such as land
records and development funds), and a larger number of market-oriented agricultural holdings
in Vojvodina Region.

Since the 2000s, the agricultural financial market in Serbia has expanded and improved
significantly. The typical constraints - limited trust in the banking sector among farmers (as a
result of previous bad experiences from the ‘pyramidal’ schemes in the 1990s), lack of

24 According to data from the National Bank of the Republic of Serbia, at the end of 2017 the total amount of bank
claims in the corporate sector was EUR 640 million (6.8 percent of the total bank claims on enterprises).

25 According to the Law on the protection of users of financial services (Official Gazette of the Republic of Serbia No.

36/2011 and No. 139/2014).
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experience and expertise in preparing business plans, too-high interest rates indexed to the EUR,
collateral problems (unfinished cadastre, non-existent credit history) and others - have been
overcome. This is partly due to higher engagement of banks and advisory services in the farmers'
education (Van Berkum and Bogdanov, 2012). The biggest limitation is market volatility, which
makes farmers unsure and reluctant to get credit.

Box 4: Behavioural analysis of farmers’ decision-making on credits and
investements

According to research conducted via behavioural analysis in Bosnia and Herzegovina,
North Macedonia and Serbia, farmers intend to invest but do not get credit.

“The intention to invest on the farm in the next three to five years is moderate to strong

(mean 3.4 in Bosnia and Herzegovina, 3.5 in North Macedonia up to 4.0 in Serbia).
However, the intention to get credit to co-finance an RD investment is weak in all countries
(mean 2.3 in Serbia and Bosnia and Herzegovina, and 2.6 in North Macedonia). This
corresponds to the strong risk perception by farmers to get credit to co-finance a RD
project (mean 1.8 in Serbia, 2.1 in North Macedonia and 2.3 in Bosnia and Herzegovina).”

Source: Martinovska Stojcheska et al., 2016.

Barter transactions

Barter transactions between value chain players (food-processing companies, cooperatives,
buyers/traders, integrators) are the most important source of lending for family agricultural
holdings in Serbia. This financing system for agricultural inputs was widely used in the 1970s
and 1980s, and particularly in the 1990s, when it was the only source of lending at the time of
inflation.

Under this system, farmers that hold contracts with processing companies, cooperatives or
integrators are provided necessary inputs in exchange for crop surplus sales upon harvest. These
contracts are mostly used in the production of wheat, sunflowers, sugar beets, raspberries, some
types of vegetables and, to some extent, soybeans and maize. In livestock production, these types
of contracts are rare.

Although farmers are aware that this type of lending is more favourable to the other party, they
see an advantage in having a guaranteed market for their output. In this system, however, not
just the lending interest rates are often unclear, but also the input prices. The terms of lending
are set based on the price parity ratio defined before sowing and are not transparent to
borrowers, making it difficult for them to compare interest rates with credit offered by banks.
The cost of such loans is, in most cases, higher than with bank credit, and farmers are poorly
informed of the levels of credit indebtedness in connection to the input prices. This form of
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barter agreement sometimes leads to situations in which buyers (integrators, cooperatives and
processors) would earn greater profit from these hidden interest rates than from actual product
sales. The system usually binds the farmer to a single processor or integrator, reducing choice
when it comes to sale or credit options. There are no official data on the amount of this type of
lending, but estimates are that it accounts for at least EUR 100 million (USAID, 2013).

Leasing companies, microfinance and the agricultural insurance system

The financial leasing operations in Serbia are regulated by the provisions of the Law on Financial
Leasing.26 There are 16 registered leasing companies, of which eight are under the ownership of
foreign legal entities, while other eight are domestic. Financial leasing companies mainly deal
with transport and car financing. Agricultural leasing is a small segment of lessors’ operations
and is limited to tractors, combines and medium-sized equipment investments. It is estimated
that at the end of 2015, the agricultural sector represented 4.5 percent of all transactions,
amounting to more than EUR 433 million (EIB, 2017).

The legal and regulatory framework in Serbia prevents the existence of a microfinance sector
(i.e. directlending by non-banks), so basically the supply of microfinance services is very limited.
As for now, microcredits are provided only through banks, while control is performed by donors
and tax authorities. The two microcredit institutions, Agrolnvest and Micro Development,
operate in a semi-grey zone. Complex operational procedures lead to higher costs which, in the
end, resultin higher interest rates being charged to already more vulnerable consumers (USAID,
2013).

The agricultural insurance system in Serbia is generally rated as undeveloped. There are no
official and consistent data on the number of insured farmers according to farm size, but most
sources state that insurance is mainly used by big, professional agricultural producers and
agricultural companies. It is estimated that insurance covers only 10 percent of the total sown
area.

There are two forms of agricultural insurance on the insurance market in Serbia:

1. Insurance of crops and fruits from natural hazards, in which the risks covered by insurance
include basic risks (insurance against hail, fire and thunder damage), and additional risks
(floods, storms, and spring, autumn and winter frost). Some companies recently have included
new products, such as insurance against the loss of quality in seed corn due to autumn frost,
insurance against the loss of quantity and quality of table grapes, insurance against the loss of
quantity and quality of fruits, and insurance of crops against excessive precipitation and
droughts.

26 Official Gazette of the Republic of Serbia No.55/2003, No. 61/2005, No. 31/2011 and No. 99/2011.
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2. Animal insurance also covers basic risks (sickness, death, forced slaughter, forced slaughter
for economic reasons, forcible killing) and additional risks (loss of calves at birth, loss of
reproductive ability of cows and sheep, etc.).

The MAFWM began to subsidize insurance premiums for registered agricultural holdings in
2007. In the first two years, the subsidies accounted for 30 percent of the premium, only to be
increased to 40 percent starting in 2009 (45 percent for areas with natural constraints), with a
limited maximum amount of incentives depending on the types of crops. The number of
agricultural insurance policies is increasing, but it still is relatively small. According to data from
the National Bank of Serbia, there were about 30 000 insurance policies in crop production in
2016 and more than 5 500 for animal insurance.

Remittances

Serbia has huge diaspora population and therefore a significant inflow of remittances. The
national literature on rural outmigration is vast, but investment patterns, especially of migrant-
sending rural households, are not investigated (Bogdanov and Babovic, 2016).

According to United Nations Conference on Trade and Development data, remittances account
for about around 9 percent of Serbia’s gross domestic product (Figure 23).

Figure 23: Percentage of personal remittances in Serbia’s gross domestic product
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Source: UNCTAD (http://unctadstat.unctad.org/wds/TableViewer/tableView.aspx) [Cited 26 August 2018].

More recent data are not available, but it was estimated by the former Ministry of Diaspora in
2012 that the Serbian diaspora invested about EUR 550 million into approximately 1 000 small
and medium enterprises in the country, which employ about 25 000 people (Greci¢, 2016).
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Box 5: Diaspora investments in agriculture

The “hometown investors” segment of the diaspora invests money in Serbia because it is
their place of birth or origin, and such funds are focused on organizing small businesses in
agricultural production or manufacturing in other industries, but with a low level of
sophistication in the production chain.

Mr. Mile Jovanovi¢, from Despotovac, invested the money he earned by working in Italy into
blueberry production in Serbia. He imported blueberries from Holland and planted them
on a plot of land that his father in Despotovac owns by using the latest technology in
blueberry cultivation. He continues working in Italy but comes back to Serbia twice a year
to help in the enterprise’s business organization and development.

Mr. Danijel Trajkovi¢, from Veliko Gradiste, returned from Austria to invest his money and
knowledge in the production of fresh eggs. Today, his company has 18 000 chickens and
produces 15 000 eggs per day. The company, which has six employees, is in solid financial
shape, with revenue increasing year after year. He chose Veliko Gradiste for investment
because he was born there.

Source: Pavlovi¢, 2017.

3.2.6 Education, research and development, and innovation in the
agricultural sector

This chapter is about institutions dealing with agriculture-related knowledge generation and
transfer, and it also covers the access of smallholders and family farms to their services. This
chapter will present the overall system of institutional structures, from the performances of
education and research institutions to the ways in which farmers can access a variety of
information sources.

Education and research

Serbia has a comprehensive agricultural education system, organized through a number of
secondary agricultural schools and faculties. The whole system is under the authority of the
Ministry for Education, Science and Technological Development (MESTD), which is responsible
for the design and implementation of the curricula.

The network of secondary agricultural schools consists of about 60 schools dealing with certain
aspects of agricultural production, veterinary, forestry and food processing. The agricultural
schools are evenly distributed throughout the country, and after grammar schools, are the most
widespread. These schools have their own experimental fields for practical training, and they
usually have student dormitories.
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Box 6: Secondary agricultural schools

The Agricultural School in Pozarevac is the oldest secondary agricultural school in Serbia.
The school was opened in 1872 under the name The Agricultural Forestry School. A
dormitory for students was opened in 1996. Today, it is one of the most modern secondary
vocational schools. The Institute for the Protection of Cultural Monuments has declared
this school, with its surrounding area, for the cultural heritage of the Republic of Serbia.
Annually, the school enrolls more than 400 students for eight education profiles in the
fields of agriculture, veterinary, horticulture and food processing. Practical classes are
carried out in the “school economy” (experimental field), which has 80 ha of land, and in
the facilities for livestock, the veterinary clinic, the bakery, the fruit and vegetable
processing workshop, and the greenhouses.

Source: http://www.poljsk.edu.rs/index.php.

The state-owned institutions of higher education in the field of agriculture include faculties of
agriculture (Belgrade, Novi Sad, Ca¢ak, Novi Pazar), faculties of veterinary medicine (Belgrade
and Novi Sad) and a faculty of forestry (Belgrade). All of these faculties have various units
specialized in agricultural sciences, such as crop science, zoo techniques, food processing,
horticulture, land management and agro-economics. In addition to the state agricultural
faculties, there also are private universities that educate professionals of different profiles
related to agriculture, and a great number of their departments are located in smaller cities.

The publicly financed research and developmental institutes that registered (accredited) by the
Ministry for Education, Science and Technological Development include (besides academic
institutions) several institutes dealing with specific topics of agriculture, such as animal
husbandry, vegetables, plant protection and food technology. Most of them are well-equipped,
with modern facilities, but a large emigration of the best-educated young people may soon cause
a research capacity gap.

Besides the “brain drain,” another challenge faced by higher education is the lack of any linkage
with practical experience. Most agriculture students lack practical knowledge, even if practical
work and training in the field are an obligatory part of the curricula. This is because students
hardly have the chance to conduct practical lessons in privatized companies, which are reluctant
even to allow daily visits of students.

The funding of research and development in relation to the gross domestic product in Serbia is
less than 1 percent, well below the EU-28 average of 2.06 percent, according to Eurostat.
However, new knowledge and technologies in the agrifood sector are, for the most part,
generated by projects funded by the MESTD and the Secretariat for Science and Technological
Development of the Autonomous Province of Vojvodina.
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The public research system gives little attention to applied research related to the specific needs
of family farms. Priorities often are not aligned with the real needs of farmers and industry, since
the research activities agenda is largely driven by academic achievements and recognition by
scientific community (papers published), much less by practical relevance and successful
adoption and implementation.

In general, there has been a visible increase in the degree of innovation in the agriculture sector,
with several enterprise start-ups beginning to provide new technology related to climate change
mitigation and adaptation. Recent data from MESTD show that electronics, telecommunications
and information technologies are the most successful research areas in terms of the number and
commercialization of new technical results, while biotechnology and agriculture are the most
successful in the number of patents. Of the total number of patents in technological development
projects funded by MESTD, 57 percent belong to biotechnology and agriculture (MESTD, 2017).

Box 7: BioSense Centre of Excellence for Agriculture and precision
agriculture

Through collaboration with the Serbian Ministry of Education, Science and Technological
Development (MESTD), the BioSense Institute at the University of Novi Sad is set to
become the European Centre of Excellence for Agriculture. Moreover, with the opening of
the new centre, Serbia will become the first non-European Union country to be granted
free access to the EU’s satellite data.

As part of this initiative, a digital platform, AgroSense, has been made available for all
farmers via their mobile phones. The AgroSense digital platform provides support for
farmers and agricultural companies in monitoring the growth of crops and planning
agricultural activities. It represents an important step in the digitalization of agriculture
and an increase in efficiency and competitiveness of Serbian producers.

The following basic services are available to users:

diary of agricultural activities;

weather forecast for the location of the parcel;

satellite indices of crops that describe plant growth, photosynthesis intensity and the
availability of water and nutrients;

overview of soil analysis;

overview of photographs of crops;

information about smart technologies used in agriculture; and

e latest information about the occurrence of pests and plant diseases.

Basic services are completely free of charge.

Source: https://agrosens.rs/#/app-h/about.

54



Extension and advisory services

According to the Law on the provision of advisory and professional activities in the field of
agriculture,?’” advisory work in agriculture can be performed by companies founded by the state,
as well as by legal entities and entrepreneurs, if they are registered for such activities in the
Register of Business Entities. Agricultural advisors may carry out advisory work in agriculture if
they are licensed to perform advisory services in agriculture, if they are registered in the Register
of Agricultural Advisers, and if they employed by a company or legal entity or with an
entrepreneur registered for these activities.

The Serbian Agriculture Advisory Service (AAS) is organized in a network of 35 agricultural
advisory centres, with more than 250 advisors employed. The activities of the AAS in Central
Serbia (22 regional centres) are coordinated by the Institute for Science Application in
Agriculture (ISAA). There are 13 regional centres in the territory of Vojvodina Region (out of
which one is private), and control and coordination of their activities is conducted by the
Provincial Secretariat for Agriculture, with assistance from the Agriculture Advisory Service of
Novi Sad. In accordance with the law, ISAA and AAS Novi Sad are the authorized organizations
to develop annual plans for the training of advisors. The Expert Advisory Council approves the
plans, and the realization of those plans is financed from the state agricultural budget and from
the budget of the Autonomous Province of Vojvodina.

The advisory services’ activities include trainings, farm visits, workshops, winter schools,
promotion of the agricultural policy measures of the Ministry of Agriculture, Forestry and Water
Management (MAFWM), organization of field days, and more. Besides that, they provide inputs
for the market information system of the MAFWM and the Farm Accountancy Data Network.
However, priority is given to information and education of producers, and in particular the
monitoring of “selected” agricultural holdings. Selected agricultural holdings are those on which
the effects of innovative practices (managerial, farm finances, technical and technological
modernization, etc.) are monitored and analysed. Advice, assistance and other activities that
producers receive from extension agents are free of charge to all beneficiaries.

Individuals, institutes, and private domestic and foreign companies also deliver consultancy
services to the agrifood sector. Their activities are mostly oriented to the needs of commercial
agricultural holdings.

Linkages among researchers, extension services and farmers in Serbia exist, but interactions
among them are weak. The whole system faces many shortcomings unrelated to scarce funding.
Research and extension are insufficiently linked with agricultural holdings. This is not just
because they are separate structures driven by different agendas and interest, but also because
of linkage problems. Education and research are missing feedback from the field, and they face
resource deficiencies and inefficiencies in their management structures.

27 Official Gazette of the Republic of Serbia No. 30/2010.
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Access of agricultural holdings to knowledge and extension services

The farmers’ needs for advisory services, in addition to the availability of these services, depend
on the sector, region and farm size. Big, commercially oriented farms and companies mostly rely
on direct links with input suppliers and importers and on the latest foreign technology. This
particularly happens when they also act as traders or integrators and distribute inputs to
farmers with whom they have barter agreements. These agricultural holdings often cooperate
with brand companies dealing with such things as agrochemicals and seeds, and they certainly
influence farmers’ demands for new technologies. As such, they have important roles in the
transfer of knowledge. The types of services for which these agricultural holdings and
enterprises hire domestic experts are mostly those related to legal and regulatory issues,
financial management and information technology, among others. When they invest in new
businesses, such as with plantations, machinery and equipment, they hire domestic consulting
companies or experts to obtain specific expertise and to support their management.

When it comes to smallholders and family farms, research has shown that smallholders in Serbia
highly prioritize the need for new knowledge and technologies, but they themselves do not take
the initiative to get information. Research on a sample of small rural households with
agricultural holdings (Bogdanov, 2007) indicates that fewer than 8 percent of them have
occasional contact with the Agricultural Advisory Service. The results also reveal that more than
40 percent of smallholders were not aware that extension services exist, and an additional 24
percent had a need for such services but did not know how to reach them (even though the
network is public, widespread and has a long tradition). Moreover, another 24 percent of
respondents said they do not have a need for professional services.

Figure 24: Farmers’ interest in extension services
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No, because we don't know how to contact them
| have never heard of them
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Source: Bogdanov, 2007.
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Farmers primarily reported informal channels as their main source of knowledge and
information. “Communication with neighbours” was listed by 35.4 percent of respondents, and
“electronic mass media” was listed by 25.6 percent. In addition, 15.5 percent of respondents said
that they do not obtain any information (Bogdanov, 2007).

The type and quality of information provided by mass media also merits attention, since this
source of knowledge and information is often ranked highest by farmers. In Serbia, broadcasts
focusing on agriculture topics have been made since the emergence of national television in 1958
and are very popular among farmers. The research conducted by Sarkovi¢ (Sarkovi¢, 2016) was
designed to evaluate the content of television programmes intended for farmers, with a focus on
their educational function. This research has shown that educational subjects rarely have been
present in these programmes, but also that public (national) television broadcasts these topics
more often than do commercial television stations.

3.3 Environment, nature and climate change

This chapter describes the environmental setting and problems and challenges that impact the
agriculture sector. It deals with environmental matters of key relevance for smallholders and
family farms, including soil characteristics and degradation, climate change, irrigation and
drainage infrastructure, and agrobiodiversity.

3.3.1 Soil

The territory of Serbia covers an area of 88 361 km?, of which the lowland (up to 200 metres
above sea level) occupies about 37 percent, while high mountain area (above 1000 metres above
sea level) covers 11 percent. Flat ground and slightly sloped terrain (with grades between 0 and
10 percent) make up about one-third of the land, while the proportion of steep and very steep
land (slopes with grades greater than 30 percent) occupy over 40 percent. It is estimated that
about 60 percent of agricultural land has soil that belongs in Class I through Class IV, while the
rest is in class IV through VIII, which are neither suitable for tillage nor profitable crop
production, because of its limited quality. The soil is characterized by favourable pedological
characteristics, where chernozem, cambisol, vertisol and wetland black soil cover over 3 million ha,
putting this land into classes of very high quality.

The main threats to the soil in Serbia include a decline of organic matter content (due to a
reduction in the number of cattle), sealing, salinization, acidification, and erosion. No analytical
data are available for soil salinity or sodicity for the entire territory of Serbia. The major agents
of erosion are wind (in Vojvodina) and water (in Central Serbia), affecting 80 to 85 percent of
the agricultural land. Terrain instability, with occurring landslides and landfalls, is present in
about 25 to 30 percent of the territory.
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Unsustainable land use and poor agricultural practices have resulted in soil erosion, a reduction
of nutrients and organic matter, and soil degradation. As an example, modern manure
management practices are rarely applied; 95 percent of agricultural holdings keep manure in
heaps in open spaces, without any protection against leakage into surface waters or
groundwater. In addition, manure from livestock farms is used on 12 percent of the utilized
agricultural area, while 21 percent of the utilized agricultural area receives no fertilization
(Agricultural Census, 2012).

The Ministry of Agriculture, Forestry and Water Management, through the Serbian Agricultural
Advisory Service, provides recommendations for fertilizing and assistance in controlling soil
fertility, and farmers are obliged to control the fertility of agricultural land. However,
supervision is not carried out sufficiently, due to the lack of resource capacity (human and
budget resources) of the inspectorate.

3.3.2 Climate change

The climate in Serbia is moderate continental, with diverse local specificities. Climate change
projections indicate that Serbia faces a high probability of continuing temperature increases,
along with more frequent and prolonged droughts and wildfires.

Table 11: Historical and future climate in Serbia

Historical climate Future climate

Projected changes by 2050 include:28

Climate trends since 1960 include: e Anincrease in the average annual temperature of between
e The average annual temperature increased by 1.5°Cand 2.2°C.
0.15 °C per decade from 1960 to 2015. e Adecreasein the average annual precipitation of between
e The average annual rainfall exhibited no 1.1 and 3.5 percent, with the largest reductions occurring
significant trend from 1960 through 2015. in July and August.
e Drought severity increased from 1990 to 2016 e Anincrease in the number of consecutive dry days2° by 11
relative to 1960 to 1989. (to 18 percent of the year).

e An increase of between 21 to 31 percent in total annual
precipitation on extreme rainfall days.30

Source: USAID, 2017.

Over the past two decades, Serbia has been exposed to more frequent natural disasters,
compared with the second half of the twentieth century. Previous studies report that there were
2 000 occurrences of natural disasters from 1980 to 1990, whereas 2 800 occurrences were
noted in the 1990s (Kovacevi¢ et al., 2012; Luki¢ et al., 2013; Andelkovi¢ and Kovac, 2016). These

28 Relative to the data from 1986 to 2015.

29 Maximum number of consecutive days per year with less than 1 mm of precipitation.

30 Annual total precipitation when daily precipitation exceeds the ninety-ninth percentile (calculated from days
when precipitation was at least 1 mm).
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trends have continued over the past two decades, as the intensity and frequency of extreme
weather events have increased and become more severe.

The flooding of large rivers (Danube, Sava, Morava) and flash floods are frequent and challenging
hazard events. It is estimated that the potential flooding area in Serbia comprises about 1.57
million ha, out of which 30 percent is agricultural land (GORS, 2014). Over the past few decades,
harsh floods have hit Serbia in 1999, 2002, 2005, 2006 and 2014. The majority of these floods
occurred during the growing season (April-June), causing severe losses to agricultural
production. Still, some recent studies have pointed out more frequent and severe drought
(Kovacevic et al., 2012), arguing that extreme temperatures and droughts tend to result in more
significant economic losses, particularly in the agriculture, energy and water sectors.

Above-average temperatures followed by drought affected Serbia in 2003,2007,2012,2015 and
2017. Furthermore, the years of 2012 and 2017 were among the driest years ever in Serbia, with
extremely low amounts of rainfall, heavily affecting Serbia’s agricultural production. In 2012, for
more than 50 days in row, temperatures exceeded 35 °C, resulting in more than one million
hectares of lost agricultural production and damages amounting to more than EUR 130 million.

Regardless of harsh consequences of droughts - particularly those of 2012, the prolonged effects
of which are still being felt - MAFWM did not provide any direct support to farmers. Risk
management measures are not available within the national agricultural budget. The
responsibilities of responding to climate change are transferred to local governments so that
they can, according to their own needs and capacities, meet the challenges they face.

3.3.3 Drainage and irrigation

Approximately 50 percent of Serbia’s agricultural land is affected by poor drainage. The
agricultural area covered by a drainage system in 2017 was 1.9 million ha, representing 55
percent of the total utilized agricultural area (UAA). The total area protected from floods was
1.588 million ha, which is an increase of 14.6 percent compared to 2016. The UAA makes up 75.7
percent of the total defended area. Drainage channels and associated structures have been
deteriorated by siltation and weed growth, and some pumping stations are inactive. Basically,
the whole system has ceased to function totally or efficiently due to lack of maintenance and a
breakdown in operational management.

Serbia’s irrigation system was built to cover an area of about 150 000 ha, butitis not operational
in its full capacity. According to Census of Agriculture data, in 2012 the area that was possible to
irrigate was 483 595 ha, and 179 924 agricultural holdings had access to irrigation. However, on
average, 107 142 ha were irrigated (3.2 percent of the total UAA) by 11 percent of agricultural
holdings during 2010-2012. Besides the low portion of the cultivated area that is irrigated,
another problem is the absence of control over the quality of water used for irrigation.
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Figure 25: Irrigated land and agricultural holdings that have used irrigation,
by region, 2012
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Source: SORS, Census of Agriculture, 2012.

The Government of Serbia plans to start the construction of 14 irrigation systems across the
country, with financial support from the Abu Dhabi Fund for Development (ADFD). The systems
will provide irrigation for 50 000 ha of arable land in Serbia, with 11 of the systems to be located
in Vojvodina Region (Ralev, 2017).

3.3.4 Agrobiodiversity

Although it is a relatively small country, covering about 1.5 percent of the European territory,
Serbia has a diverse landscape and rich ecosystems with protected areas. Among these are
Ramsar sites; biosphere reserves; many important bird areas, important plant areas and prime
butterfly areas; and seven UNESCO World Heritage cultural and natural sites. There are 1 200
sorts of agricultural plants and more than 700 species of medicinal plants (out of which some
400 are officially registered and 280 are the subject of trade) (SEPA, 2007; GORS, 2010).

According to the Serbian Environmental Protection Agency (SEPA), the High Nature Value
Farming (HNVF) area in Serbia covers 1.2 million ha (19 percent of the agricultural land and 13
percent of the total territory of the country). The dominant type of agricultural land of high
natural value is grasslands (about a million hectares). Most of the grasslands classified as HVNF
are semi-natural, formed in the forest zone as a result of wood cut. Within the Support for Agri-
environment Policies and Programming in Serbia project, a study was conducted to investigate
the types of farming systems in Serbia that are likely to be HNVF and important for the
conservation of biodiversity, as well as their general characteristics. Ten examples of low-
intensity livestock systems in Serbia were described, many of which have the potential to be
HVNF systems (Cooper and Pezold, 2010).
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The interest in local breeds and varieties, organic production and wild plants has increased in
the past two decades, since the market has shown increasing demand and potential. The growth
of these sectors is largely dependent on the enthusiasm of local people who are trying to
rehabilitate traditions for their own sake, to increase the attractiveness of their tourist and
gastronomic offerings, or to make a profit through the reintroduction of traditional or innovative
products for niche markets of special food products (Daji¢-Stevanovi¢ and Pordevi¢-MiloSevi¢,
2018).

Despite the great diversity of natural resources, the wider benefits of agro-environmental
products largely are not integrated into the local economy. The exceptions are organic products
and products with a protected geographical indication (PGI). PGI has been recognized by donors,
local self-governmental units and the Ministry of Agriculture, Forestry and Water Management
as a valuable marketing tool to improve market access and promote niche products. For this
reason, many projects have been funded to improve the regulatory frame and to support
activities related to this certification. Currently, Serbia has 49 products with a registered PGI,
including a variety of food products such as processed meat, cheese, wine, honey, fruits and
vegetables. However, the fact that only 19 products with PGI have authorized users indicates the
necessity for further activities in strengthening the business sector involved in the value chain
or in the marketing of PGI products.3! In 2016, organic crops occupied a total area of 15 298 ha
of utilized agricultural area (including areas in the conversion period) from about 2 000
agricultural holdings. Organic products are usually sold to wholesalers and/or to processors,
with whom almost 70 percent of growers conclude contracts prior to the start of the season
(Kalenti¢ et al., 2014).

The agro-environmental policy in Serbia is addressed in most strategic and programming
documents. The legal framework is in place and in the area of horizontal legislation, which is
highly aligned with the European Union’s acquis communautaire. However, administrative and
financial capacities, coordination among national and local institutions, and implementation and
enforcement of legislation are critical.

31 The registered name of origin, or geographical indication, can only be used by persons who have the status of
authorized users of that name or geographical indication and who are registered in the appropriate register.
This means that there are 30 products with a registered PGI that cannot use the name because there is no
registered interest in production, or the registered users are not active, or they cannot fulfil the standard, etc.
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3.4 Rural areas: population, economy and
quality of life

Rural development is understood as a complex process that includes the improvement not only
of the quality of the physical and natural environment and human capital, but also of the quality
of life and the well-being of the population.

In order to overview these diverse aspects of rural development that affect the livelihoods of
smallholders and family farms in Serbia, this chapter entails the analysis of population trends
and rural demography, characteristics of rural infrastructure, employment, access to and quality
of social services (including education, social protection and health care) and outcomes related
to human capital in terms of education level and health conditions. It also presents how the rural
population perceives different aspects of rural communities and what is their level of satisfaction
with different aspects of life.

3.4.1 Population trends

The population trends in Serbia basically reflect the situation of semi-modern society, with still-
high percentages of rural populations and of agriculture’s contribution to the overall economy.
The society is facing the challenges of a delayed and not very successful post-socialist
transformation. The overall population of Serbia is declining, with a negative natural growth rate
(-5.1 percent in 2016). Key demographic challenges are population ageing (the average age of
the population is higher than 42) (SORS, 2017a), low fertility rates (1.5 children per woman in
2016), depopulation of rural areas, and negative migration balance (Rasevic, 2016).

Figure 26: Population of Serbia by gender Figure 27: Population projections for the
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Source: SORS, Population statistics.
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The ageing index32 was 139.5 in 2016, and according to population projections, the oldest age
cohorts (particularly of women) will significantly increase their share of the total population,
outbalancing young generations.

Population statistics disaggregated by type of area/settlement are directly available (from open
data sets and publications of the Statistical Office of Serbia) only from population censuses. The
lack of population statistics related to rural areas represents an important gap in monitoring the
situation in rural areas, conducting specific analyses, and grounding rural development policies
in a solid evidence base.

In comparison to the overall demographic picture of Serbia, the situation in regard to population
and demographic trends in rural areas is worse. Between two population censuses (2002 and
2011), the total population of Serbia declined 4.15 percent (Table 12) due to the negative growth
rate and outward migration.

Table 12: Changes in population by type of settlements and regions, 2002-2011

Regions
Serbia Belgrade Vojvodina Sl\l/f/r:eas(:léaera.k?ig Ess;t?ir;dRigilgE
Region

2002
Total
population 7 498 001 1576124 2031992 2136881 1753004
Urban 4225896 1281801 1152295 959 331 832 469
Other 3272105 294 323 879 697 1177 550 920535
2011
Total 7 186 862 1659 440 1931809 2031697 1563916
Urban 4271872 1344 844 1146731 963 548 816 749
Other 2914990 314 596 785078 1068 149 747 167
Index 2011/2002
Total 95.9 105.3 95.1 95.1 89.2
Urban 101.1 104.9 99.5 100.4 98.1
Other 89.1 106.9 89.2 90.7 81.2
Share of rural population (%)
2002 43.6 18.7 433 55.1 52.5
2011 40.6 19.0 40.6 52.6 47.8

Source: SORS, Population census in the Republic of Serbia 2011.

During this period, the rural population declined by 357,115 inhabitants (10.9 percent). For the
first time, the rural population dropped below 3 million, and its share in the total population was
40.6 percentin 2011. There are significant regional differences, with the region of East and South
Serbia recording the strongest depopulation trends in rural areas; during these nine years, the

32 The ageing index measures the proportion of the population who are 60 years old and older to the young
population (between 0 and 19 years old).
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number of inhabitants there declined by 19 percent. The region of Sumadija and West Serbia
was the only prevalently rural region in Serbia, according to the 2011 population census, with
52.6 percent of its population being rural (Bogdanov and Babovi¢, 2014).

Figure 28: Population changes by gender and type of settlement. 2002-2011
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Source: SORS, Population census in the Republic of Serbia 2011.

The rural depopulation is not gender neutral, as the decline between 2002 and 2011 was higher
among rural women (-11.6 percent) than among rural men (-10.2 percent) (Figure 28). One
reason for this is the traditional pattern of land and estate inheritance being mainly passed to
male descendants, leaving women with few opportunities and few bonds to rural areas.
However, there are opportunities in the service economy in cities, and this attracts women from
rural areas. Decreases in the female population in rural areas not only influences the further
decline of natality, but it also influences changes in the structure of the rural economy. In areas
facing these trends, declines were recorded in diary, in the growing of vegetables, and in other
forms of agricultural production that traditionally have engaged the female labour force
(Bogdanov and Babovic, 2014, p. 25).

This change in the age structure of the rural population indicates a significant decline in the
younger population and an increased share of the older population (Table 13). This creates
pressure on the rural labour market, particularly in agriculture, and it prolongs the activity of
the older population after working age.
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Table 13: Population by age and type of settlement

Urban Other
fAge 2011 2;/"05}_‘;“0%191’ 2011 % change, 2002-2011
0-14 14.5 -6.0 13.9 -21.6
15-29 19.0 -103 17.6 -16.1
30-49 283 -2.8 25.2 -15.7
50-64 22.7 20.0 23.2 133
65 and older 15.6 12.7 20.1 -10.0
Total 100 - 100 -

Source: SORS, Population census in the Republic of Serbia 2011.

Comparisons of urban and rural areas according to some main demographic indicators reveal
much a more unfavourable situation in rural areas: The average age of the population is higher,
as are the ageing index and the dependency index for the elderly (Table). Every fifth inhabitant
of rural areas is older than 65, and for every 100 inhabitants older than 65, there are only 69
inhabitants younger than 15 (and only 52 in East and South Serbia) (Bogdanov and Babovic,
2014, p. 27).

Table14: Different demographic indicators for urban
and ‘other’ settlements, 2011

Indicators Urban Other
Average age 41.3 43.6
Ageing index3 107.3 144.3
Dependency index - total®* 43.0 51.5
Dependency index for children®® 20.7 21.1
Dependency index for elderly®® 22.3 30.4
Mortality rate®’ 12.6 16.5
Average number of household members 2.77 3.05

Source: Bogdanov and Babovic, 2014.

33 Ratio of the population age 65 and older to the population between 0 and 14 years old.

34 Ratio of the population between 0 and 14 years old and 65 years old and older to the population of working age
(15 to 64 years old).

35 Ratio of the population between 0 and 14 years old to the working-age population (age 15 to 64).

36 Ratio of the population age 65 and older to the working-age population (age 15 to 64).

37 Number of deaths per 1 000 inhabitants.
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3.4.2 Migration

The emigration of the Serbian rural population is rooted in labour migration policies of Western
European countries and special bilateral agreements with southern and south-eastern European
states from the mid-1960s. The intense emigration started with the first wave of migrants to
Western Europe, and during the 1960s and 1970s, Serbia was one of the most important
migrant-sending countries, mostly from its rural areas (over 70 percent of emigrants from the
1970s to 1990s were rural workers, out of which approximately 80 percent migrated to France,
Austria and Germany) (Bogdanov and Babovic, 2016).

In the past few decades, the rural areas of Serbia have experienced both outward and inward
migration flows. The period after the dissolution of the Socialist Federal Republic of Yugoslavia
(during the 1990s) was marked by the largest wave of immigration (refugees and internally
displaced persons from ex-Yugoslavian republics), but also by emigration from Serbia. Various
“push” factors encouraged emigration and the formation of the Serbian diaspora at that time
(Bobi¢ and Babovi¢, 2013): (1) political (disagreement with the prevailing ideology, fear of
military recruitment); (2) economic (unemployment, poverty); and (3) humanitarian (refugees
and asylum seekers).

The 2011 population census registered 311 400 individuals in emigration, which makes 4.2
percent of total population. Out of the total number of emigrants, there were 181 266 (57.8
percent) rural inhabitants. Among the rural emigrants, the highest numbers were persons
working abroad (54.2 percent) and their family members (38.5 percent), followed by students
(1.5 percent) and other types of emigrants (5.9 percent) (Figure 29).

Figure 29: External migrants by type of status and type of settlement, 2011
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Source: SORS, Population census in the Republic of Serbia 2011.

Research in rural regions with the most intense out-migration has identified two common
patterns, driven by different factors (Bogdanov and Babovic, 2016). In East Serbia, the
continuous and long-lasting emigration of rural people is closely related to push factors and the
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existence of social and family networks. On the other side, a newly emerged ethnic pattern of
emigration of national minorities in Vojvodina (South-East Banat) is driven by pull factors and
economic opportunities that are not available in the area of origin (Table 15).

Table 15: Out-migration patterns from rural areas of Serbia

Region with long-lasting migration (LLM)

Region with the new ethnic pattern of emigration (NEEM)

local economy and
agriculture system

Migrant profile, type and

Remittance patterns and the impact on

patterns of migration

household well-being

Remittance-driven family economies;
lack of jobs out of faming

Farm structure dominated by medium-
sized, mixed family farms

An inactive land market (land left
uncultivated)

Unfavourable investment environment
of recipient communities

Environmental degradation due to lack
of human activity in the area

Massive and long-lasting out-migration
(from the 1970s)

Different types of migrant families in
terms of employment status of
members abroad, length of stay, stage
of life

New wave of migrants: seasonal
workers in middle age; low and semi-
skilled; family reunification purposes

Remittances mostly spend on
consumption and housing

Migration and remittances foster
entrepreneurial non-farm activities,
farm investment (including farmland
expansion) and agricultural production
until the 1990s

Unfavourable business environment
resulted in decreased investment

A large percentage are saving for
retirement

Risk of poverty of retired returnees,
disabled, and single persons
Possibility of losing social and
economic security

Personal security and safety issues

Lack of job opportunities out of agriculture
Sharply dual farm structure

Capital-intensive agriculture

Agricultural land leasing market more active than
sales

Higher share of income arising from leasing of
farmland

Out-migration of national minorities since 2010s
Migratory flows influenced by immigration policies of
destination countries

Pull factors draw migrants towards motherlands (EU
countries)

Migration driven by pull factors to settle permanently
in destination country

Young people to continue higher education in one of
the EU countries

Middle-aged people with families; people with mostly
technical job experience (craftsmen entrepreneurs)

Remittances are less important for migrant sending
household well-being

Migrants have (some) savings and are more likely in
the position to find a better job in the destination
country

Remittance transfer and migrant earnings enabling
the saving of money for family reunification, for the
purchase of houses and apartments, and for starting
own business in destination country

Source: Bogdanov and Babovic, 2016.

3.4.3 Rural infrastructure and access to water and sanitation

Physical, communal and social infrastructure - roads, water, sanitation, energy and basic
services such as shops, pharmacies, childcare facilities and more - set the economic potential of
rural areas and influence the quality of life.
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Sustainable Development Goal (SDG) 6 emphasizes that access to safe water and sanitation and
the sound management of freshwater ecosystems are essential to human health and to
environmental sustainability and economic prosperity. One of the key targets (6.1) of this SDG
is to achieve universal and equitable access to safe and affordable drinking water for all by
2030.38 The indicator for measuring the progress is defined as the proportion of the population
using safely managed drinking water services.

According to Statistical Office of Republic of Serbia data (based on UNICEF’s 2014 Multiple
Indicators Cluster Survey), almost all of the population in Serbia (99.5 percent) have access to
improved water sources.3 There is a small difference between urban and rural populations
(99.9 percent vs. 98.9 percent4?). Some groups of the population have below-average access to
improved water, such as Roma (97.7 percent) and, in particular, those who belong to the poorest
wealth quintile (92.4 percent) and those who live in rural areas (92.2 percent) (SORS and
UNICEF, 2014, p. 83).

SDG 6 Target 6.2 sets the objective of achieving access to adequate and equitable sanitation and
hygiene for all and ending open defecation by 2030, paying special attention to the needs of
women and girls and those in vulnerable situations. The indicator for monitoring this target
measures the proportion of the population using safely managed sanitation services.4! In Serbia,
access to improved sanitation is available for 97.6 percent of the population. Again, there is a
difference between urban and rural populations (99.4 percent vs. 94.7 percent). A lower share
of the population with access to adequate sanitation is recorded among the poorest quintile in
the national sample (90.3 percent). The worst situation was found among Roma populations
living in substandard settlements (80.9 percent) and Roma living in rural settlements (71.1
percent) (SORS and UNICEF, 2014, pp. 87-93).

SDG 7 is related to access to affordable, reliable and modern energy services.*2 In Serbia, 99.7
percent of households in regular settlements have access to electricity (99.8 percent in urban
areas and 99.4 percent in other areas), while in Roma settlements 89.7 percent have access to

38 For more information, see: https://sustainabledevelopment.un.org/sdgé6.

39 Improved sources of drinking water are those using any of the following types of water supply: piped water
(into dwelling, compound, yard or plot, to neighbour, public tap/standpipe), tube well /borehole, protected
well, protected spring, and rainwater collection. Bottled water is considered as an improved water source only
if the household is using an improved water source for handwashing and cooking (SORS and UNICEF, 2014, p.
75).

40 Source : SORS, sustainable development indicators
http://data.stat.gov.rs/Home/Result/SDI090402?languageCode=en-US.

41 According to the UNICEF MICS methodology, improved sanitation includes: piped sewer system, septic tank, pit
latrine, ventilated improved pit latrine, and pit latrine with slab (SORS and UNICEF, 2014, p. 87).

42 For more information, see: https://sustainabledevelopment.un.org/sdg7.
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electricity (90.7 percentin urban areas and 87.2 percent in rural areas) (SORS and UNICEF, 2014,
pp. 15-25).

Research on social exclusion in rural areas#’ in Serbia has explored different aspects of
infrastructure, including social infrastructure.4* The survey revealed that 10.4 percent of rural
settlements from the sample had fewer than two of the listed facilities, while 42.8 percent had
between two and four facilities and 46.7 percent had five or more facilities. According to
subjective indicators regarding the perception of rural inhabitants from the sample about their
quality of life in regard to different aspects, the survey findings revealed that 41.8 percent of
people were not satisfied with the quality of water, 21.9 percent were not satisfied with the
quality of the air, 25.6 percent were not satisfied with the quality of the soil, 37.6 percent were
not satisfied with the waste management, 47.1 percent were not satisfied with the illumination
of the settlement, 14.2 percent were not satisfied with the security, and 48.4 percent were not
satisfied with the roads (Cvejic et al.,, 2010, pp. 42-43).

The European Quality of Life Survey (EQLS), implemented by Eurofound, provides data on access
to certain public services and evaluations of the quality of services in urban and rural areas
(Figure 30).45 From the data presented in Figure 30 is obvious that the rural population is
experiencing more difficulties in accessing some basic services, such as public transportation,
banks, groceries or supermarkets. When cultural services such as cinema or theatre are at stake,
the difference becomes even more prominent, with the majority of respondents from rural areas
emphasizing that they face difficulties in accessing these services.

43 It should be kept in mind that this research was focused on rural areas, applying a definition of rural areas as
areas that have a population density of fewer than 150 inhabitants per square kilometre, that do not include
territorial units in which more than 50 percent of the local population lives in urban settlements, and that do
not include administrative centers with 20 000 or more inhabitants (Cvejic et al., 2010, pp. 27-28). So, unlike
the official statistical category of “other,” these are real rural settlements, and the picture obtained more
precisely depicts the situation in rural Serbia.

44 The service infrastructure was explored through registering the existence of the following facilities and services
in rural settlements: health care centre, elementary school, kindergarten, grocery, veterinary ambulance,
agricultural pharmacy, post office, cultural center and regular bus line.

45 [t is important to note that definitions of urban and rural areas are not the same as the definitions applied
across the European Union by Eurostat. Living areas are classified in the data set as urban and rural according
to self-reported indicators. Respondents answered the queston, “Would you consider the area in which you live
to be: 1) open countryside; 2) a village/small town; 3) a medium to large town; or 4) a city or city suburb?”
Respondents who answered 1 or 2 are classified as respondents from rural areas.
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Figure 30: Percentage of urban and rural population who reported that access to
different services is ‘very difficult’ or ‘rather difficult’, 2016
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Source: Eurofound, 2016.

In Figure, 31 an evaluation by rural and urban populations of the quality of various services is
presented. The education system and health services are evaluated in the same way by
respondents living in urban and rural areas. Respondents from rural areas gave slightly better
evaluations to family doctor or health centre services and to the pension system, while at the
same time giving lower marks to hospital and specialist services, social housing, long-term care
and public transportation.

Figure 31: Evaluation of the quality of services in urban and rural areas, 2016
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The data presented from various sources indicate poorer infrastructure in rural areas and more
difficulties in access to basic or other social and cultural services. This less-favourable
infrastructure in rural areas acts as important set of “push” factors stimulating the outward
migration from rural to urban areas that was evidenced in section 3.4.2).
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3.4.4 Education in rural areas

Education is of key importance for the development of human resources, as one of the key assets
for development. This is recognized by the 2030 Agenda for Sustainable Development, as
Sustainable Development Goal 4 sets the objective of ensuring inclusive and equitable quality of
education and promoting lifelong learning opportunities for all. SDG Target 4.2 sets the objective
of ensuring that all girls and boys have access to quality early childhood development, care and
pre-primary education so that they are ready for primary education.46

Data from the Multiple Indicators Cluster Survey show a very uneven picture in kindergarten
attendance rates of children between 36 months old and 59 months old. At the national level,
half of children of that age attend kindergartens, but the difference between urban and rural
areas is huge (Table 16). There also are regional disparities, with Belgrade recording the highest
attendance rate, while the lowest attendance rate is recorded in the Sumadija and West Serbia
and South and East Serbia regions. Gender differences are present, too, as the share of children
attending kindergarten among boys is 51.8 percent and among girls is 48.5 percent.

Table16: Percentage of children age 36-59 months
who are attending kindergarten, 2014

Area/region % of children

Republic of Serbia 50.2

Type of settlement

Urban 62.6
Other 27.3
Region

Belgrade 72.2
Vojvodina 47.4
Sumadija and West Serbia Region 35.9
East and South Serbia Region 35.7

Source: SORS and UNICEF, 2014, p. 146.

The reason for such low attendance rates among children in rural areas could be attitudinal
(for various reasons, parents may think that this is not needed for their child) or obstacles to
access. MICS data indicate that attitudinal reasons are more frequent than obstacles to access,
as the majority of parents claimed that their child is taken care of at home and that therefore
there is no need to go to kindergarten. This is the main reason in both urban and rural areas,
but from the data presented in Table 17, it can be noticed that in rural areas more frequently
than in urban areas, parents report as a reason that the facility is too far away.

46 For more information, see: https://sustainabledevelopment.un.org/sdg4.
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Table 17: Reasons for not attending kindergarten by type of settlement, 2014

Reasons Total, % Urban, % Other, %
Parental attitudes, total 67.3 719 62.8
“Not much to learn” 0.5 0.4 0.5
Disabled 1.0 1.2 0.7
Low level of service 0.4 0.8 0.0
Poor treatment 0.2 0.0 0.4
The child is taken care of at home 65.9 70.4 61.5
Access problems, total 38.4 37.8 39.0
Both parents unemployed 4.2 6.1 2.3
Overcrowded facility 9.8 11.0 8.6
Costly services 13.8 20.5 7.3
Other expenses too high 3.2 0.8 5.5
:‘llllicle c{:gillity is too far/no organized transport for 96 0.2 18.7
Other reasons 11.4 10.5 12.4
Total 100 100 100

Source: SORS and UNICEF, 2014, pp. 146-147.

The early childhood development index#? score for children between 36 and 59 months old is
higher in urban than other areas (96.8 vs. 92.0), while there is no difference between boys and
girls (95.1 for both) (SORS and UNICEF, 2014, p. 163). However, a study on urban-rural
disparities in the situation of children and women based on MICS data found that the type of
living area has no statistically significant effect on early childhood development. Contrary to that,
the study found a significant influence of attending a preparatory preschool programme (SORS
and UNICEF, 2015).

Due to the fact that preparatory preschool programmes are mandatory, attendance rates (98.1
percent of the total population of children) are much higher than for kindergarten. There are
small gender differences, as the attendance rate among boys is 97.3 percent and among girls is
99.0 percent. Differences also exist between children from urban and rural areas (98.8 percent
vs. 96.8 percent, respectively) (SORS and UNICEF, 2014, p. 168).

SDG Target 4.1 sets the objective of ensuring by 2030 that all girls and boys complete free,
equitable and quality primary and secondary education leading to relevant and effective learning
outcomes. MICS provides data on net intake rates in primary education, which represents the
participation of children of school-entry age who enter the first grade of primary school (SORS
and UNICEF, 2014, p. 18). This indicator measures how many children that should enter
elementary school actually enrolled in the first grade. Again, it can be noticed (Figure 32) high

47 The early childhood development index is a ten-item index that measures literacy and numeracy, physical and
social-emotional development, and learning capacity.
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net intake rates for the general population of children, but somewhat lower rates for girls than
boys and for children living in rural than in urban areas.

Figure 32: Percentage of children of primary school entry age entering grade 1, 2014
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Source: SORS and UNICEF, 2014, pp. 146-147.

The primary school completion rate was 93.4 percent in 2014, and it was higher for girls than
for boys (97.9 percent vs. 90.5 percent, respectively) and in rural than urban areas (95.2 percent
vs. 91.9 percent, respectively). Attendance of secondary education is lower than attendance of
primary education for both urban and rural children, and the urban-rural gap is relatively bigger
in regard to secondary school education (Figure 33).

Figure 33: Primary and secondary school attendance by type of settlement, 2014
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Source: SORS and UNICEF, 2014, pp. 178-181.
Differences in educational attainments are much more prominent when adult populations of
urban and rural areas are compared. Data from the population census indicate a less-favourable

education structure of the population in rural areas, with a higher share of persons without any
school - particularly among women, and mainly older women. Additionally, the share of persons
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with higher and university education is much lower among rural than among urban populations
(Table 18).

Table 18: Population by attained education level and type of settlement, 2011

Urban, % Other, %
Education level

Men Women Men Women
No school or uncompleted elementary school 3.8 9.9 16.6 30.4
Elementary school 14.2 17.7 28.0 27.6
High school 58.2 49.4 49.1 36.0
Higher and university education 23.5 23.0 6.2 6.0
Total 100 100 100 100

Source: SORS, Population census in the Republic of Serbia 2011.

A study on farm labour based on agricultural census data provides insights into the educational
attainment of farm managers (Bogdanov and Babovi¢, 2014). Their educational profile indicates
alow importance of formal education as well as systematic education and training in agriculture.
Only 1.4 percent of farm managers have completed higher school for agriculture or faculty of
agriculture, while 2.6 percent have completed secondary agricultural school and 0.7 percent
have attended specialized courses related to agriculture. On the other hand, 60 percent have
acquired their knowledge on agriculture only through practical experience. From the
perspective of the impact of human capital on development, and particularly in the area of
dynamic technological changes, this is not a favourable situation, and it requires significant
improvements in terms of systematic education and training of farm managers on new
technologies and lines of production.

According to data from the Survey on Education of Adults in Serbia in 2011,48 rural populations
have participated less in lifelong learning activities than have urban populations. While 20.9
percent of adults had participated in formal or informal education in urban areas, among the
rural population, only 10.3 percent had participated in these forms of education (SORS, 2013, p.
13).

Possession of computers, access to the Internet and familiarity with information and
communications technology skills are important, as they are crucial for access to information for
learning and networking with others on the market and in the community. Statistical data
indicate that a lower percentage of households in rural areas possess computers (Figure 34).
However, there has been a significant increase since 2016. Access to the Internet requires further
improvement in rural areas, and it is lagging behind the possession of computers, as only 59.8
percent of households in rural areas have access to the Internet (compared to 72.9 percent in
urban areas). Data indicate a narrowing gap in access to the Internet, as in urban settlements the

48 There was, more recently, a second wave of surveys in 2016, but data are not available disaggregated by type of
living area.
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prevalence of an Internet connection increased by 0.4 percent between 2016 and 2017, while in
rural settlements it increased by 6.0 percent (SORS, 2013, p. 15).

Figure 34: Percentage of households possessing a computer, by type of settlement,
2015-2017
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Source: SORS, Use of ICT in the Republic of Serbia, 2017, p. 13.

Rural populations use the Internet less frequently than do urban populations (Table 19).

Table 19: Use of the Internet by type of settlement, 2016

Frequency of use Urban, % Rural, %
Every day or almost every day 523 27.9
Atleast once a week 10.7 11.0
One to three times a month 5.3 4.6
Less often 6.1 7.9
Never 25.6 48.7
Total 100 100

Source: SORS, Use of ICT in the Republic of Serbia, 2017.

Investment in human resources in rural areas should be prioritized. Although in new
generations of children, the urban-rural gap is narrowed at least in terms of enrolment
attendance (quality is not covered by research), the levels of educational attainment,
development of knowledge and skills for agriculture, and use of new technologies, including
information and communications technologies, are not satisfactory.
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3.4.5 Employment and sources of income

Activity and employment levels in rural areas are traditionally higher than in urban areas. From
the Labour Force Survey data on key labour market indicators presented in Figure, higher
activity and employment rates can be noticed for rural (“other”) populations, along with lower
unemployment and inactivity rates. However, Labour Force Survey data for 2017 indicate a drop
in employment in agriculture; 10 800 fewer persons were employed in this sector in comparison
with the previous year (SORS, 2018a, p. 9).

Figure 35: Key labour market indicators, 2017
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Source: SORS, 2018a, p. 14.

Significant gender and generational gaps are present when activity and employment are
analysed among the rural population. Women 15 years old and older have much lower activity
and employment rates than do men, and at the same time they have a much higher inactivity
rate. Young men have a much worse position on the labour market than the total population of
men 15 years old and older. The worst is the position of young women (aged 15-24), who have
the lowest activity and employment rates and much higher unemployment and inactivity rates.
Data indicate that they enter the labour market in small numbers, and even these small portions
of the rural, young, female labour force faces large obstacles in finding jobs.
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Figure 36: Key labour market indicators by gender and age, 2017
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Source: SORS, 20183, p. 16.

There are distinctive features of the status of employment of rural men and women. When
compared to employed persons in urban areas, rural men record much higher employment in
the status of self-employed without employees. Rural women record a higher share of self-
employed, but also have the highest share of helping family members (family members who help
out in the family business) (Figure 37).

Figure 37: Employed persons by employment status, gender
and type of settlement, 2017
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Source: SORS, 2018a, p. 29.
Findings based on the analysis of data on farm labour from the agricultural census reveal that
women are rarely heads or managers of registered farms: They are heads in 17.3 percent of

cases, and in 15.9 percent of cases they are managers. At the same time, they represent the main
share of helping family members on farms (62.9 percent) (Bogdanov and Babovic, 2014, p. 47).
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In the salaried workers sector of employment, differences are evident between urban and rural
areas (Figure 38). Among salaried rural employed men, the highest percentage of persons are
employed in manufacturing and construction, and lowest share are employed in services. Rural
women have higher employment in manufacturing than do urban women, who are
predominantly employed in services.

Figure 38: Salaried workers by sector, type of settlement and gender, 2017
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Source: SORS, 201843, p. 41.

For rural development, not only the level of activity and employment counts, but it is of equal
importance to look at the quality of work. Within the 2030 Agenda for Sustainable Development,
Sustainable Development Goal 8 is dedicated to the promotion of sustainable, inclusive economic
growth, full productive employment, and decent work. Target 8.8 sets as an important objective
the protection of labour rights and the promotion of safe and secure working environments for all
workers. Data presented in Figure 39 indicate a lower level of protection of labour rights among
salaried workers in rural areas. In comparison to salaried workers from urban areas, rural
workers more frequently work without formal contracts, with no pension or health care insurance,
and are denied rights for paid sick leave or paid annual leave.

Figure 39: Percentage of salaried workers without a formal labour contract and welfare
benefits from employment, by type of settlement, 2017
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There are noticeable gender differences in labour protection. It is a known fact that men are
more often employed informally than are women, and therefore it is not surprising that
protection of labour rights is lower among rural male salaried workers than among rural female
salaried workers (Figure 40).

Figure 40: Percentage of salaried workers in rural areas without formal labour contract
and welfare benefits from employment, by gender, 2017
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Source: SORS, 2018a, pp. 39-40.

Differences in the structure of employment between urban and rural areas and between men
and women are manifested in the occupational structure, as well. From data presented in Table
20 it can be noticed that rural salaried male workers are more frequently employed in physical
work (as artisans, machine operators or similar, for example) than are urban salaried workers,
and they are less frequently employed as professionals (as engineers or technicians, for
example). Similarly, rural female salaried workers are more frequently employed as service
providers than are urban female salaried workers, and they are much less frequently employed
as professionals in occupations that require high levels of education (Table 20).

Table 20: Salaried workers by occupation, type of settlement and gender, 2017

Urban, % Rural, %

Occupation Total, %

Men Women Men Women
Managers, decision-makers 1.9 3.0 1.8 1.1 0.9
Professionals, artists 17.3 17.9 26.5 4.8 10.6
Engineers, technicians 15.7 16.1 20.3 7.5 14.8
Clerks, administrative workers 10.0 8.3 14.2 6.4 9.4
Services, salespersons 18.3 15.3 21.0 13.7 26.8
Farmers, foresters, etc. 0.4 0.3 - 1.1 -
Artisans 13.0 15.7 4.2 26.9 8.6
xsﬁﬂil:: operators, drivers, plant 123 14.8 3.9 24.0 93
Simple occupations 10.2 6.9 8.0 13.3 19.6
Military 0.9 1.7 - 1.1 -
Total 100 100 100 100 100

Source: Statistical Office of Serbia, Labour Force Survey 2017.
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The rural labour market traditionally integrates children early in agricultural work on farms.
Target 8.7 of the Sustainable Development Goals requires, by 2025, the ending of child labour in
all its forms. One recent study on child labour in agriculture in Serbia provided insights into this
form of child labour (ILO, 2018).4°

According to the Labour Force Survey 2016, 2.8 percent of children between the ages of 15 and
17 (5684 out of 198 392 in total) were engaged in economic activities. Among them, 18.9
percent (1 075) were working more than 43 hours per week. According to national legislation,
24.9 percent of children (1 418) worked more than 35 hours per week, which is the legally
permissible maximum. This percentage increases to 26.5 percent (1505) if night hours
(prohibited by the Labour Law*?) are included.

Almost two-thirds of all child labour in Serbia (56.5 percent) is found in the agriculture, forestry
and fishery sector, and 59.4 percent of total child labour occurs on family farms (Table 21).

Table 21: Sectors of child labour in Serbia, 2016

Sector Percentage
Agriculture, forestry and fishery 63.9
Manufacturing industry 12.7
Wholesale and retail trade, repair of motor vehicles 6.8
Arts, entertainment and recreation 5.0
Households producing goods and services for their own needs 11.6
Total 100

Source: SORS, Labour Force Survey 2016.

Differences in the structure of employment between rural and urban populations are reflected
in the structure of incomes. While among urban populations, more than half of households have
regular salaries and wages, in rural households only slightly above one-third have income from
these sources. Rural households less frequently have pensions, but they more often have
incomes from agriculture, hunting and fishing. About 10 percent of the total incomes of rural
households is in-kind (products produced and consumed in the household), which indicates, in
general, less disposable monetary income for rural households (Table 22).

49 Child labour is defined in line with International Labour Organization standards as economic activity performed
at or above a certain time threshold (hours defined differently for different age groups) or engagement in
hazardous work.

50 Official Gazette of the Republic of Serbia, No. 24/2005, 61/2005, 54/2009, 32/2013, 75/2014, 13/2017,
113/2017,95/2018.
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Table 22: Structure of income in money and in Kind, by type
of settlement, 2016

Urban, % Other, %
Regular salaries and wages 55.8 369
Other income 2.4 2.7
:’ﬁ:s;(t)l:lesr(s(;ld-age, survivors’, disability 321 28.8
Other social insurance receipts 2.8 3.4
:insclzloiﬁage from agriculture, hunting and 0.9 111
External receipts 1.1 1
Real estate-related income 0.7 0.6
Other monetary 3.3 4.6
Earned receipts in kind 0.1 0.2
Natural consumption 0.8 10.7
Total 100 100

Source: SORS, Statistical Yearbook 2017, pp. 161-162.

Less favourable employment structures and less favourable structures of incomes are reflected
in higher risks of poverty, which are presented in the following section.

3.4.6 Financial poverty and material deprivation

Eliminating poverty has a high priority in the 2030 Agenda for Sustainable Development. Target
1.2 sets the objective of reducing, at least by half, the proportion of men, women and children of
all ages living in poverty in all its dimensions, according to national definitions. Poverty is higher
in rural areas than in urban, no matter which measure is taken into account. Absolute poverty is
only occasionally monitored in Serbia (based on the Household Budget Survey), while since 2012
the European Union Statistics on Income and Living Conditions (EU-SILC) framework has been
applied, with relative measures of poverty.

Data on absolute poverty for the period 2006-2016 indicate continuously higher poverty rates
in rural areas (Figure 41). A significant decrease of absolute poverty could be noticed prior to
the economic crisis in 2008, when the poverty rate in rural areas reached the poverty rate of
urban areas and closed the poverty gap. After 2008, poverty in rural areas increased
significantly, and the gap widened again. Therefore, while absolute poverty levels were more or
less stable in urban areas, rural areas experienced fluctuations until 2013, but at a constantly
higher level than in urban areas.
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Figure 41: Absolute poverty rates by type of settlement, 2006-2016
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Relative poverty measures reveal similar tendencies. In Figure 42, types of living areas are
classified in three categories, with the third category corresponding to rural areas. In all three of
the key indicators presented, the worst situation is in thinly populated areas. Rural populations
have the highest rate of being at risk of poverty, with more than one-third of the population at
risk of financial poverty and more than half of the population at risk of poverty and social
exclusion. Almost one-third of the rural population faces severe material deprivation.

Figure 42: Rates of poverty risk (relative poverty), severe material deprivation, and risk
of poverty and social exclusion, by type of settlement, 2013
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Source: Matkovic, Krstic and Mijatovic, 2013, pp. 139-140.
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3.4.7 Social protection in rural areas

Social insurance
Pensions

The pension system in Serbia is designed as two pillars, with mandatory and additional
voluntary retirement and disability insurance. According to the Law on Pension and Disability
Insurance,>! salaried workers, self-employed people and farmers are subject to mandatory
pensions and disability insurances. Insured farmers are persons working in agriculture as heads
or members of agricultural households.

The pension and disability insurance coverage of the rural population is low. A study on social
exclusion in rural areas revealed that 18 percent of the rural population aged 65 and older were
receiving pensions in 2009 (Cveji¢ et al, 2010, p. 88). Particularly vulnerable are poor
households, as 70 percent of members of poor households are not insured (compared with 49
percent of those above the poverty line). A study on the status of women family helpers in rural
Serbia (Babovic and Vukovic, 2008) revealed that women from this category are especially
vulnerable, as 93 percent of them were not insured at that time.

51 Official Gazette of the Republic of Serbia No. 34/2003, No. 64/04, No. 84/2004 - other law, No. 85/2005, No.
101/2005 - other law, No. 63/2006, No. 5/2009, No. 107/2009, No. 101/2010, No. 93/2012, No. 62/2013 and
No. 108/2013.
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Table 23: Pensioners by category, type of pension, average age and gender, 2016

Mepnonye o
e women R
All categories
Old-age pension 102 69 72 80
Disability pension 66 67 68 86
Employed
Old-age pension 94 68 71 84
Disability pension 68 67 68 85
Self employed
Old-age pension 57 65 70 90
Disability pension 29 61 65 92
Farmers
Old-age pension 195 74 76 95
Disability pension 91 64 65 94

ource: SORS, Women and men in Serbia, 2017, p. 85.

European Quality of Life Survey data for 2016 indicate that the rural population is more worried
that their income in old age will not be sufficient to sustain their living (6.64 rural vs. 6.39 urban,
on a scale of 0-10).

According to data from the Pension Fund of Republic of Serbia, in 2017 10.4 percent of
pensioners were farmers. The number of retired farmers is decreasing (from 229 293 in 2006 to
185 791 in 2017), as is their relative share among all retirees (down by 4 percentage points from
2006). Farmers are entitled to a pension under the same conditions as all other insured persons,
which means that in 2017 they needed a minimum of 15 years of insurance for which
contributions have been paid, as well as 65 years of age for men or 61 years and six months for
women, in order to exercise their right to old-age pension.

The Law on contributions to mandatory social insurance? regulates the base on which people pay
contributions. Most farmers pay contributions at the lowest base prescribed by the law, for a
monthly contribution of about EUR 200. The contribution rate for compulsory pension and
disability insurance is 26 percent, and the contribution rate for compulsory health insurance is
10.3 percent.

The existing legislation does not take into account the size of agricultural holdings, so the level
of contributions is the same for all farmers, regardless of their size. According to official data
from the Tax Administration, the farmers’ debt to the Social Disability and Pension Fund
amounts to EUR 1.5 billion, out of which 70 percent is debt to the pension fund. According to

%2 Official Gazette of the Republic of Serbia No. 84/2004, 61/2005, 62/2006, 5/2009, 52/2011, 101/2011, 7/2012, 8/2013,
47/2013, 108/2013, 6/2014 57/2014, 68/2014, 5/2015 (here, the law was renamed), 112/2015, 5/2016, 7/2017, 113/2017,
7/2018, 95/2018, 4/2019.
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data from the National Health Insurance Fund (NHIF, 2018), in comparison to both average

pensions and average salary, farmers’ pensions are rather low and since 2009 have not exceeded
EUR 90 (EUR 88.2 in 2017) (Figure 43).

Figure 43: Agriculture pensions in Serbia, 2007-2017
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Source: National Health Insurance Fund, 2018.

Unemployment benefits

According to the Law on Employment and Insurance in Case of Unemployment,>3 the right to
unemployment benefits is based on previous insurance contributions. In order to be eligible for
unemployment benefits, a person has to have been insured for 12 months during an 18-month
period. The period during which an unemployed person can receive benefits can last from four
to 12 months.

As was presented in the section on employment, rural populations often do not have protected
labour rights, including formal contracts and paid social contributions, which are preconditions
for this benefit. The Government estimates that one in five farmers is insured, with the majority
being heads of households. Seasonal workers and supporting family members are in a worse
position (GORS, 2014, p. 17).

Maternity allowances and childcare benefits

Maternity allowances last for 12 months, and the benefit can be used by both parents. The new
Law on Financial Support to Families and Children was enacted in late 2017 and came into force
in July 2018.54 One of the changes relates to the earnings that are used to calculate benefits.

53 Official Gazette of the Republic of Serbia No. 36/2009 and No. 88/2010.
54 Official Gazette of the Republic of Serbia No. 113/2017 and No. 50/2018.
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Previously, these were the earnings in the 12 months before the maternity benefit began, while
according to the new law, this period has been extended to 18 months. The benefit cannot be
lower than the minimum wage.

Maternity leave has been introduced for farmers, the self-employed, and the temporarily
employed. The new law envisages (in articles 17 to 21) that heads of registered farms and
insured members of agricultural households have the right to other maternity benefits. The
length of the benefit is one year. In the case of women insured as members of agricultural
households, they need to have been insured for 24 months to be eligible for the benefit.

The child allowance targets low-income families. The right is reserved for the first four children
in the family. The benefit is dependent on income and property-based criteria that also include
income from land. In September 2017, the amount was set at roughly EUR 70, while the amount
for the firstborn child was EUR 24.

Financial social assistance

Financial social assistance is the main social assistance scheme in Serbia. The Law on Social
Protection®> envisages at least six social assistance schemes, but the most important and most
comprehensive one is financial social assistance. Targeting is accurate, but coverage is low. The
rural population is less likely to receive benefits and services. The share of the rural population
among beneficiaries of social assistance is smaller than their overall share in the population.
According to 2011 data, 18.7 percent of all beneficiaries were from rural households (4.6 percent
were rural old-age households), while 2011 census data show that 41 percent of the population
live in rural areas (Stokic Pejin and Bajec, 2015, p. 13).

Previous analyses have indicated that some conditionalities for social assistance have
particularly negative impacts on the rural population. Individuals who own more than the basic
living area (which is one room per member) and agricultural land of 0.5 ha or more are not
entitled to financial social assistance unless the property is mortgaged for valorization of cash
benefit costs. The research indicates fear among potential beneficiaries, particularly elderly
people from rural areas, to put their land under mortgage. It also indicates a lack of knowledge
about this legal requirement. The law does not recognize differences in the quality of land, (in
other words, in the categorization of land). Therefore, it treats as equal valuable lands and nearly
useless parcels in mountain areas. Furthermore, even when the land is mortgaged, it is often not
used and thus further loses its value (Vukovi¢, 2014, p. 14).

Social protection services

Social services are provided by centres for social work, non-governmental organizations and
residential institutions. In 2015, there were 175 centres for social work and 102 public
residential institutions. Existing surveys indicate low coverage of social welfare services in rural
areas (Matkovi¢ and Stranjakovi¢, 2016).

55 Official Gazette of the Republic of Serbia No. 24/2011.
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The rural population faces obstacles in accessing social protection services. Some of the
obstacles refer to mere physical distance and inability to pay transport. However, qualitative
analysis reveals that the burden of everyday household jobs (related both to work on the farm
and care for other persons) prevents women in particular from accessing centres for social work
and local self-government and employment services. Finally, beneficiaries often complain that
procedures are complicated and hard to understand and that professional and administrative
workers are often unsupportive and unresponsive (Milutinovi¢ Bojani¢, Ceriman and Zentner,
2016, p. 86).

A study on social exclusion in rural areas (Cvejic et al., 2009) explored access to social protection
services. Respondents from households with specific problems among those listed had the
opportunity to report whether they asked for some kind of social assistance for that particular
problem and what were the outcomes of that request. The results revealed that only a small
percentage of respondents tried to request support, mainly in regard to persons with disabilities
and immobile persons. Family problems and care for the elderly are mainly dealt with through
capacities of the household. Assistance was asked for from health care institutions in the case of
persons with disabilities or from centres for social work in the case of old or immovable persons.

Table 24: Rural households with specific social problems and whether they sought
assistance, 2009

Type of problem, %

Answers Elderly Immobile Person with . .
L Family relations
person person disability

They did not look for support, they can manage alone 43.2 34.2 34.8 69.7
They did not look for support because they did not 226 24.2 15.2 6.1
know where to look
They asked for support from a centre for social work 16.8 19.2 7.2 12.1
They asked for support from the local government 1.3 1.7 0.7 6.1
They asked for support from a gerontology centre 0.6 0.8 - -
They asked for support from the Ministry of Social

/ 0.6 0.8 1.4 -
Affairs
They asked for support from a health care institution 11.6 16.7 38.4 -
Other 3.2 2.5 2.2 6.1
Total 100 100 100 100

Source: Cvejic et al.,, 2009, p. 89.

Access to health care

The 2030 Agenda for Sustainable Development sets as one of its goals to ensure healthy lives
and promote well-being for all people at all ages (Sustainable Development Goal 3). Target 3.8
envisages the achievement of universal health coverage, including financial risk protection
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access to quality essential health-care services and access to safe, effective, quality and
affordable essential medicines and vaccines for all.>¢

One of the measures of health status used in a variety of surveys is subjective health status (self-
reported). According to this indicator, inhabitants of rural areas estimate their own health status
as worse than inhabitants of urban areas. European Quality of Life Survey data presented in
Figure 44 show higher shares of those who assessed their health status as very good among the
urban population and those who estimated it as bad among the rural population.

Figure 44: Subjective health status by type Figure 45: Perception of difficulties in
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Source: Eurofound, 2016.

While the health status of the rural population is less favourable, at the same time inhabitants of
rural areas report more difficulties in access to a doctor or health care centre (Figure 45).

At the beginning of 2017, in Serbia, compulsory health insurance covered 6 860 667 citizens, out
of which 3 percent were farmers.

Indicators on life satisfaction and happiness recently became very important as subjective
measure of development. In these approaches, happiness is considered as part of human well-
being, which expands an individual’s capability to function (Todaro and Smith, 2006, p. 19).
Studies show that financial security is only one factor affecting happiness. Richard Layard (2005)
identified seven factors related to happiness: family relationships, financial situation, work,
community and friends, health, personal freedom, and personal values.

The European Quality of Life Survey provides data on subjective well-being disaggregated by
type of settlement. According to these data (presented in Figure 46), the rural population is more
satisfied than the urban population only in the category of family life. In all other dimensions,

56 For more information, see: https://sustainabledevelopment.un.org/sdg3.
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they are less satisfied, and the gap is the highest regarding education and employment. Finally,
rural inhabitants are less satisfied with overall life than are urban inhabitants.

Figure 46: Subjective well-being by type of living area, 2016
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4 Current political priorities

and policies affecting
smallholders and family farms




This chapter explains the overall policy environment affecting smallholders and family farms. By
doing so, this chapter provides insights into the relevant national policies and their principles
and mechanisms, and it also looks into donor activities related to smallholders and family farms.

The methodological approach used in this chapter combines qualitative content analysis of the
strategic and programming documents regulating the current policy framework and
quantitative analysis of data on executed budgets. Attention is primarily focused on the
operationalization of agricultural policy, i.e. on the regulations governing the implementation of
support schemes and policy measures. Quantitative analysis of budgetary transfers by group of
measures refers to the national agricultural budget. The analysis is performed on the database
of agricultural policy measures implemented in Serbia in the period 2008-2016.57

4.1 Sector and focus area specific political
priorities for agriculture and rural
development

4.1.1 National agricultural policy related to smallholders

Agricultural policy framework and implementation

During the past two decades, the agricultural policy of Serbia has been marked by frequent
changes in policy frameworks, implementation mechanisms and budgetary transfers to
agriculture. However, in spite of often-inconsistent policy measures and shifts in
implementation mechanisms, in recent years there has been progress in setting up institutional
structures and adjusting the policy concept to the common agricultural policy of the European
Union. The most powerful impetus to accelerate the institutional and policy reforms was the
opening of negotiations on Serbia’s accession to the European Union at the end of 2013. Over the
next few years, the legal, strategic and programming documents regulating agricultural policy
were updated and adopted, and institutional structures were established to address the
requirements of implementation of the Instrument for Pre-accession Assistance for Rural
Development (IPARD).

57 Support measures, including data on the executed budget, are grouped according to the APM
(agricultural policy measures) databases model and do not follow the structure provided for by
the national legislation.
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The legal framework for agricultural and rural development policy in Serbia is provided by the
Law on Agriculture and Rural Development,>8 the Law on Incentives in Agriculture and Rural
Development,>® and the Regulation on Distribution of Incentives in Agriculture and Rural
Development for the current year. Funds for incentives in agriculture and rural development are
defined by the Law on the Budget of the Republic of Serbia for the current year and are distributed
through the Regulation on Distribution in Agriculture and Rural Development.

The strategic direction of agricultural policy and rural development is defined by the Strategy of
Agriculture and Rural Development for 2014-2024 (SARD)%0 and the IPARD II programme, 1 both
of which provide a stable and transparent basis for policy implementation. The SARD defines the
direction of Serbian agricultural and rural development over the next ten-year period,
considering the EU integration process. The following development objectives are defined:

e increased production growth and stability of producers’ incomes;

e improved competitiveness achieved through adjusting to the requirements of domestic
and international markets and through the technological and technical improvement of
the sector;

e sustainable resources management and environmental protection;

e improvement of the quality of life in rural areas and a reduction of poverty; and

e efficient public policy management and improvement of the institutional framework for
agricultural and rural development.

In order to realize these objectives, 14 priority areas of intervention have been defined, some of
which target the needs of smallholders and family farms. The priority area “Strengthening the
social structure and social capital in rural areas” directly refers to smallholders and to objectives
of FAO’s Regional Initiative on small-scale family farming. The operational goals within this
priority (among others) include:

e reduce rural poverty and improve the status of the deprived rural population;
e improve the social status of agricultural labour;

e improve access to state support for small agricultural holdings; and

e promote rural women’s and youth entrepreneurship.

The SARD served as a basis for the adoption of The National Programme for Agriculture (NPA)%2
and The National Programme for Rural Development (NPRD),%3 which define the course of mid-
term policy developments.

58 Official Gazette of the Republic of Serbia No.41/09, No. 10/2013 and No. 101/2016.
59 Official Gazette of the Republic of Serbia No. 101/2016.

60 Official Gazette of the Republic of Serbia No. 85/2014.

61 Official Gazette of the Republic of Serbia No.84/2017, No. 112/17 and No. 84/2017.
62 Official Gazette of the Republic of Serbia No. 320-6670/2018.

63 Official Gazette of the Republic of Serbia No. 320-6670/2018.
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In order to more efficiently address the requirements arising from the EU integration process,
an action plan for the transposition, implementation and enforcement of the EU acquis on
agriculture and rural development was adopted in October 2018. The action plan, a multi-annual
planning document, defines the activities to be taken up by specific elements of the common
agricultural policy.

4.1.2 Budgetary support to agriculture and rural development

The intensification of the EU integration process (since 2013) has brought progress in terms of
policy formulation, but its implementation still is a challenging task.

The concept and regulatory framework of agricultural policy in Serbia over the past ten years
were strongly marked by the general political and economic developments. In this setting, the
priorities and funding schemes were selected in a predominantly pragmatic manner, rather than
in compliance with the policy objectives. The amount of state funding, the structure of budgetary
allocations and the implementation mechanisms all were unstable, reflecting the lack of clear
direction and messages to potential users. In general, agricultural policy has been driven largely
by the need to accelerate productivity growth, while the wider public interests (survival and
viability of smallholders and family farms, delivering public goods related to environment, etc.)
were of secondary importance (Bogdanov, 2014).

Over the period 2008-2017, annual transfers to agriculture and rural development were
unstable, with a decreasing trend starting in 2015. The stable and constant growth of budgetary
support, which started in 2009, stopped in 2015, when the support fell by 33 percent compared
with 2014. This tendency continued in 2016 (-2.3 percent), and there was a slight increase in
2017 (Figure 47).
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Figure 47: Total budgetary support for agriculture, by type of measures
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Source: Bogdanov and Stevovi¢, 2018.

Annual transfers to the agriculture sector in the period 2008-2017 amounted, on average, to
EUR 230 million. The market and direct producer support measures prevailed (with an average
of 85 percent of the total budgetary support), whereas rural development support (9 percent)
and general support for agriculture (5 percent) accounted for only a small proportion of the total
agricultural budget.

The largest proportion of the agricultural budget has been directed to first-pillar measures
(market and direct producer support). Within this group of measures, production-coupled direct
payments (price aid for milk production) and direct payments per hectare and per animal have
been implemented (Figure 48). Alongside the change in the total amount of support for first-
pillar measures, there also have been significant changes in allocation per unit and by commodity
groups, number of schemes, and eligibility criteria. In general, the changes went in the direction
of reducing support for crop production, while direct support for livestock producers and for the
number of schemes increased.

The funds allocated to rural development measures increased in 2017, as did their proportion
of the total budget (from 8 percent in 2016 to 24 percent in 2017) (Figure 49). The majority of
the funds for this policy pillar were assigned to on-farm investment, while the funds for other
two components of rural development policy (the agro-environment and rural economy and
population) were insignificant. Within agro-environmental measures, support for organic
farming (defined as a supplement to payments for conventional production, in percentage
terms) and endangered livestock breeds were implemented.
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Figure 48: Direct producer support, by Figure 49: Rural development support, by
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Budgetary funds for other measures related to agriculture are relatively low but stable. These
measures include budgets for research, development, and advisory and expert services, but the
majority of funding goes to food safety and quality control and veterinary services.

In addition to budgetary support for agriculture and rural areas at the national level, the
Autonomous Province of Vojvodina and local self-governmental units create and carry out their
own subsidy programmes in their own territories. These programmes are adopted and
implemented with the approval of the Ministry of Agriculture, Forestry and Water Management,
as well as with the obligation to report on the implemented support. In 2016, support was
provided in the amount of around EUR 61 million, of which the largest part was realized in the
Autonomous Province of Vojvodina (68 percent), while 110 local self-governmental units
realized, in total, 32 percent.

The strong orientation towards direct payments and input subsidies resulted in unbalanced
distribution of funding among various sectors and regions, which ultimately led to the low level
of investments of small and medium-sized farms, particularly in lagging regions. Although higher
compensatory allowances were introduced for farmers in areas with difficult working conditions
for agriculture (ADWCA), the support measures have not been adjusted to their specific needs.

64 Article 13 of the Law on Subsidies in Agriculture and Rural Development.

96



4.1.3 Access of smallholders and family farms to state support for
agriculture

According to the Law on Incentives in Agriculture and Rural Development,®5 beneficiaries of state
support for agriculture and rural development can be agricultural holdings and family
agricultural holdings registered in the farm register, units of local self-government, and other
persons and organizations. Furthermore, the eligibility criteria include the obligation to register
all animals eligible for direct payments and registration in official registers by processors,
exporters and buyers.66

The total number of agricultural holdings registered in farm register is 430 904, and this number
has decreased since 2015 by 30 000. The number of registered commercial agricultural holdings
is about 342 000 (55 percent of the total number of agricultural holdings), and the number is
steadily increasing. Of the total number of registered active commercial agricultural holdings, 22
percent are holdings owned by women. Multiple factors have impacted divergent tendencies in
the number of registered agricultural holdings and those in active status, such as possibility of
access to state land, the fabricated division of agricultural holdings among spouses after the
eligibility criteria for direct payments was limited to farms of up to 20 ha, etc. However, what is
much more important is the fact that out of 3.4 million hectares of utilized agricultural area, only
2.4 million are registered land. Practically, 32 percent of the utilized agricultural area is not
qualified/covered by budgetary support to agriculture (Figure 51).

Figure 50: Number of registered Figure 51: Registered agricultural land, by
agricultural holdings, by region, region, 2012-2017
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Security Council resolution 1244 (1999)

65 Official Gazette of the Republic of Serbia No. 10/2013, No. 142/2014, No. 102/2015 and No. 101/2016.
66 n 2010 and 2011, direct support recipients (with the exception of farmers in areas with difficult working
conditions for agriculture) were obliged to pay mandatory pension and disability insurance contributions.
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The specific eligibility criteria related to the quantities produced, hectares under cultivation and
number of livestock differ by support scheme (Table 25). In general, eligibility criteria are set to
exclude the smallest farms from receiving support, but the reasons behind this approach might
also be pragmatic (lack of funds or complex implementation).

Table 25: Minimum requirements regarding the quantities sold, hectares under
cultivation and number of animals, by main direct payment schemes

Description/ Specific requirements

Minimum 3 000 | of cow's milk per quarter. Maximum
3000000 1 per quarter;
for less-favoured areas, minimum 1 500 | per quarter

For raw milk (from cows, sheep and goats) delivered to
dairies

Payments for fattened lambs delivered to

slaughterhouses or intended for export minimum 10 animals in fattening

Payments for fattened young goats delivered to

. ini 5 animals in fatteni
slaughterhouses or intended for export inumum > animas m fattening

Payments for fattened pigs delivered to slaughterhouses

A minimum 10 animals in fattenin
or intended for export J

Cows and primiparous intended for milk and meat

q . minimum 2 cows
production or for reproduction on the farm

Pure breed cows for meat production or cross breeds minimum 2 cows

Intended for milk and meat production or for
reproduction on the farm

Intended for meat production or for reproduction on the
farm

Support for honey production minimum 10 beehives

minimum 10 sheep or 5 goats

minimum 3 breeding pigs

Source: Authors’ elaboration.

A maximum threshold is not set for livestock-related payment schemes, while the eligible area
for per-hectare payments for crops (and insurance subsidies) is limited to a maximum of 20 ha,
as of 2015. The limit of 20 ha of land was introduced in an attempt to restrict the funding of big
producers. Still, the criteria related to class and category of land eligible for support have not
been defined and harmonized with the land cadastre.

When it comes to rural development support, eligibility criteria are more complex. The eligibility
criteria of both IPARD II and National Programme for Rural Development (NPRD) limit support
to priority sectors and target groups based on the necessity of upgrading to EU standards,
production level, sustainability of production, and size of potential recipients. Recipients
supported under both programmes also should meet the relevant national rules and standards
as regards registration in the farm register, animal welfare and environmental protection, food
and feed hygiene, and identification and registration of animals (Table 26). Besides all of this,
agricultural holdings eligible for IPARD II are also required to:

e prove that they have no outstanding tax or social security payments against the state;
e submit a signed statement that there is no application of the same investment in another
public grant or subsidy scheme;
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o fulfil all contractual obligations under previously approved investments financed by the
MAFWM, in the case of application for investment; and

e present a lease or rent contract for a period of at least five years from the date of the final
payment, in cases where the recipient is not the owner of the agricultural holding or the land
on which the investment is carried out.

A parallel overview of eligibility criteria for support schemes available in NPRD and IPARD II is
presented in Table 26. Basically, the conditions laid down in NPRD are relatively comfortable
and do not restrict the access of smallholders and family farms, since a threshold value of farm
size is not set or is very low. Yet, there still is a wide diversity of farm types and farming systems,
operating at different scales, that do not benefit from state policy. Their contribution to
environmental objectives and the provision of other public goods is not yet acknowledged and
supported by agricultural policy.

IPARD II, however, was created for large commercial agricultural holdings, with the idea of
directing these farms to this source of financing so that the national budget remains available to
smaller farmers. At this point, it is impossible to say whether and by what dynamics this
mechanism of redistribution of agricultural holdings to sources of financing will be established.
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Table 26: Specific eligibility criteria for access to IPARD II and NPRD, per type of measure and sector

RECIPIENTS OF IPARD Il

RECIPIENTS OF NPRD

Measure Sector ici Comment
Official Gazette No. 84/2017, No. 112/2017 and No. Official Gazette No. 320-6670/2018
84/2017
Milk sector - Agricultural holdings with 20 to 300 cows at end of - Agricultural holdings with 1 to 19 cows. No specific criteria for investments in the milk sector for

Investments in
physical assets of
agricultural
holdings ¢’

Meat sector

Meat sector

Egg production

investment.

- Agricultural holdings with more than 300 cows at
beginning of investment.

- Agricultural holdings with a minimum farm capacity of
20 and up to a maximum of 1 000 cattle, or a minimum
of 150 and up to a maximum of 1 000 sheep and goats,
or a minimum of 100 and up to a maximum of 10 000
pigs, or a minimum of 4 000 and up to a maximum of
50 000 broiler chickens, at the end of the investment.

- Agricultural holdings with more than 1 000 cattle or
more than 1 000 sheep and goats or more than 10 000
pigs or more than 50 000 broiler chickens, at the
beginning of the investment.

- Agricultural holdings with fewer than 20 cows at the
beginning of the investment.

- In case of procurement of new machine and irrigation
equipment, recipient or member of the registered
household should have not more than 100 milking
cows.

- In case of procurement of breeding cows, recipient
should have 3 to 100 milking cows at the end of the
investment.

Not eligible

- Agricultural holdings with facility capacities of fewer
than 20 cattle and/or fewer than 150 sheep/goats
and/or fewer than 100 fattening pigs and/or fewer
than 30 sows and facilities with capacities of fewer
than 1 000 broiler chickens.

- In the case of the purchase of animals for breeding,
the recipient or member of the agriculture holding
should have: 5-100 cows or 10-300 sheep/goats or
10-400 pigs at the end of the investment.

Not eligible

- Have a registered facility for the breeding of hatching
chickens.

goats and sheep in the NPRD.

NPRD measures are designed to support all registered
agricultural holdings that have the minimum number of
animals.

The difference between the support to milk and meat
production is that in the milk sector, requirements are
linked to the number of animals at the end of
investment, which opens space for every single
household that will obtain the required IPARD limit. For
the meat sector, the requirement is linked to the
capacity of the facility at the end of investment.

Agricultural holdings must have registered animals in
the Register of Agriculture holdings and HID number.

67 For all support under this measure, the general eligibility criteria include: natural persons, entrepreneurs, legal entities, agriculture cooperatives, secondary schools, and scientific organizations.
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Table 26: Specific eligibility criteria for access to IPARD II and NPRD, per type of measure and sector (continued)

" ot RECIPIENTS OF IPARD II RECIPIENTS OF NPRD . .
easure ector ici ommen
Official Gazette No. 84/2017, No. 112/2017 and No. Official Gazette No. 320-6670/2018
84/2017
Beekeeping - Recipient must have registered 5-500 beehives in
the central database of animal identification
register of the Veterinary Directorate
Aquaculture - Recipient must have in the register of agriculture
holdings the area of the land occupied by fish
ponds.
Fruit and - Agriculture holdings with a minimum of 2 haanduptoa - Agriculture holdings with less than 2 ha of soft fruit Procurement of new plants is not foreseen under the
vegetables maximum of 20 ha of soft fruit and a minimum of 5 ha and hops or less than 5 ha of other fruit, or 0.1-50 ha  IPARD.
and up to a maximum of 100 ha of other fruit. of flowers, or 0.2—-100 ha of grape production.
- In case of the planting of new or the renovation of For investment in grape production, recipients must
existing orchards and vineyards (eradication and be registered in the vine register.
planting of new) and production of mother plants for
Investments in orchards and grapes, recipients must have at the end . . .
physical assets of of the investment 0.1-50 ha of soft fruit and hops or  FOr investment related to production for planting
agricultural 0.3-100 ha of other fruit or 0.2-100 ha of grapes. matderlal, refclpllen? musttbe‘5||gned in the register of
holdings - Have less than 0.5 ha of greenhouses or less than 3 producers of planting materia
ha of vegetable production in open space.
Vegetables Agricultural holdings with a capacity of at least 500 square  Agricultural holdings with a capacity of less than 500
metres and up to 10 000 square metres of greenhouses or  square metres of greenhouses for
a minimum of 0.5 ha and up to a maximum of 50 ha of vegetable/floriculture/nursery production or less than
open-space production of vegetables. 0.5 ha of vegetable/floriculture production in the open
field.
Other crops Agriculture holdings with a minimum of 2 ha and up to a Agriculture holdings with less than 50 ha of land under
(cereals, oil maximum of 50 ha of land under other crops. the crop sector or less than 100 ha under other crops
crops, sugar Agriculture holdings with 50 ha to 100 ha of land under for investments in the purchase of machines and
beets) other crops. equipment for irrigation.
Agriculture holdings with more than 100 ha of land under
crops.
Investments in processing and Measure is designed for legal entities.
marketing of agricultural and Natural persons (agriculture households) are not eligible for support.

fishery products

68 For all support under this measure, the general eligibility criteria include: natural persons, entrepreneurs, legal entities, agriculture cooperatives, secondary schools, and scientific organizations.
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Table 26: Specific eligibility criteria for access to IPARD Il and NPRD, per type of measure and sector (continued)

Measure

RECIPIENTS OF IPARD Il

Official Gazette No. 84/2017, No. 112/2017 and No.
84/2017

RECIPIENTS OF NPRD

Sector
Official Gazette No. 320-6670/2018

Comment

Diversification of
rural economy

- Recipient provides the services of accommodations
and the serving of food and beverages in facilities
with accommodation capacity up to 30 beds.

- Natural persons registered as agricultural producers in
rural areas or members of the farm household
Economic activities diversifying on- or off-farm activities.
through support to
non-agriculture

activities

- Recipient provides services of food preparation and
saving for organized touristic groups of up to 50
tourists, where the group is not using the
accommodation service.

- Private legal entities established or operating in rural
areas in the range of micro- and small-sized
enterprises, as defined in the Law on Accounting
(Official Gazette of the Republic of Serbia No. 62/2013
and its subsequent modifications).

Competitiveness of
products through
added value,
systems of quality
and geographical

There are no specific requirements for agricultural holdings related to the size or the number of animals in the NPRD.

Natural persons registered in the register of
agricultural holdings, micro and small enterprises,
cooperatives, associations.

There are no specific requirements for agriculture
households related to the size of the agriculture
household or the number of animals in the NPRD.

same as those in the NPRD measure “investments in

indications
Rural e . . . . . .
Infrastructure There are no specific requirements for agriculture households related to the size of the agriculture household or the number of animals in the NPRD.
- On the day of application, the applicant must be at Requirements for agriculture households are the

Support to young

. least 18 years old.
people in rural hysical £ acricul | holdings.”
areas - In the calendar year during which the applicationis ~ Physical assets ot agricultural holdings.

submitted, the applicant must have be more than 40
years old.

Agro-
environment
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- Natural persons registered in the register of
agricultural holdings, legal entities, research and
educational institutions, social institutions,
monastery, church and foundation, subcontracted
producer.

- Active registered agricultural holdings — natural persons

Organic farming (including entrepreneurs).

- Legal entities.

Agriculture holdings are eligible only for in situ
conservation of genetic resources, with the specific
requirement that the size of the land plot is larger
than 0.1 ha and that the other requirements related
to planting density are fulfilled.

Plant genetic
resources

There are no specific requirements for recipients
related to the size of the agriculture household or the
number of animals in the NPRD.



Table 26: Specific eligibility criteria for access to IPARD II and NPRD, per type of measure and sector (continued)

RECIPIENTS OF IPARD Il

RECIPIENTS OF NPRD

Measure Sector Comment
Official Gazette No. 84/2017, No. 112/2017 and No. 84/2017 Official Gazette No. 320-6670/2018

Agriculture holdings are eligible for support for in
Animal situ and ex situ conservation of animal genetic
genetic resources.
resources There are no specific requirements for agriculture

households related to the number of animals.

- Recipients manage a minimum 1 ha of permanent
Agro- pastures, and individual land plots can’t be smaller
environment than 0.3 ha.
measures - Recipients must regulate the burden of the pastures
Agro- (GAP and for which incentives are paid for at least 0.2

environment

environment N
protection)

Erosion
control

Sustainable
utilization of
forest
resources

conditional heads, and not more than 1.0 conditional
heads, per hectare (requirement only for support for
grazing on permanent pastures).

There are no specific requirements for agriculture households related to the size of the land or the number of animals.

- The size of the agricultural holding for which support
is required will be taken in consideration only as one
of several bullets for scoring, where the bigger size
will bring a maximum of 5 out of a possible 200
points.

LEADER Selected LEADER Local Action Groups

- Citizens' associations representing local partnerships
for territorial rural development.

Risk management in agriculture

No specific requirements related to the size of the agricultural holdings.

Support for the creation and
transfer of knowledge

Entrepreneurs and legal entities that fulfil the
conditions for carrying out advisory and expert
activities in agriculture, as well as legal entities
authorized to train agricultural advisors and
agricultural producers, in accordance with the law
regulating the advisory and expert activities in
agriculture.

Agricultural holdings are foreseen as beneficiaries of
this measure.
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4.2 Donor-funded programmes and projects
related to smallholders

Donor assistance to the agriculture sector and rural development in Serbia has focused on the
following specific topics:

1. institutional reforms - strengthening the capacity of the Ministry of Agriculture, Forestry
and Water Management and other stakeholders to be able to manage and absorb IPARD
funding;

capacity-building in the area of food safety and animal welfare;

local development and cooperation;

market reforms and competitiveness; and

g1 W

projects dealing with agro-environmental issues and the management of natural
resources.

Besides the Instrument for Pre-Accession Assistance (IPA), bilateral and multilateral projects
also contribute to addressing the sector’s challenges. Key donors for the sector have included
Denmark, Germany, Japan, the Netherlands, Norway, Romania, Spain, Sweden, United States of
America, United Nations agencies and the World Bank. Over the period 2007-2013, the
agriculture sector received around EUR 90 million of international donor assistance in total.

1. Institutional reforms: Most of the projects on institutional capacity building and harmonization
of regulatory and policy frameworks to the EU acquis were funded by the Instrument for Pre-
Accession Assistance (IPA) (EUR 60 million). IPA assistance supported a range of activities,
including: strengthening the capacities of Serbia for the absorption of rural development funds
in the pre-accession period (for preparatory work for the IPARD programme), supply of
information and communications technology equipment to support the implementation of rural
development policies, capacity building for the establishment and implementation of the
LEADER initiative in Serbia, and establishment of the Serbian Farm Accountancy Data Network
(FADN). The IPA programme also was used to provide capacity for managing rural development
and agricultural support schemes and for the development of a strategy and methodology for
implementing a land parcel identification system (LPIS), including software development.

Besides IPA funding, other donors also supported policy and institutional reforms. The project
Rural Development: Effective Land Management was implemented within the framework of the
Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ) project “Strengthening
Municipal Land Management in Serbia,” under which seven pilot municipalities in South East
Serbia reorganized more than 5 000 ha.

2. Capacity-building in the area of food safety and animal welfare was mostly supported by IPA;
activities related to the harmonization of national legislation with EU legislation in the field of
food safety and standards and capacity building of the Serbian National Reference Laboratories
Directorate in the food chain were funded. The IPA 2012 programme, with an allocation of 15.6
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million EUR, was streamlined through five measures related to food safety: developing capacity
for improving food processing establishments and hence the quality and safety of meat and milk
products; developing strategic direction for managing animal by-products; strengthening
controls over pesticide use; continuing efforts to reduce incidence of Rabies and Classical Swine
Fever (CSF), with consequent potential for improvements in the quality of livestock and
processing establishments; and developing capacity for improvements in rural and agriculture
development and in food safety and consumer protection in Serbia, in line with EU standards and
requirements.

3. Local development and cooperation: Projects aimed at strengthening local governance and
cooperation were implemented in various regions with different scopes of territorial coverage,
supported by various donors.

Many of the projects aimed at local capacity enhancement in Serbia had a component related to
support for the establishment and strengthening of partnerships and dialogue between and
among rural actors. Some of most important projects in this field include:

The project “Sustainable Tourism for Rural Development” was implemented in 2009-2012
within the framework of the Joint United Nations Programme, funded by Spain through the Fund
for the Achievement of the Millennium Development Goals. The activity was conducted in all 19
local authorities. To further stimulate the participants to practically apply the knowledge
acquired during the training programme, the project supported local communities in the design
and implementation of projects on rural tourism development. Six local projects were
implemented on the territory of 15 municipalities with USD 180 000 in grants.

Through the project “Municipal Economic Development in the Danube Region” (GIZ-KWD), ten
municipalities in Eastern Serbia received technical assistance of EUR 4 million in the period
2010-2012. The project objective was to contribute to overcoming social, regional and economic
imbalances in the area. The main actions were tourism development, rural development,
competitiveness promotion and capacity building at national, regional and local levels.

Besides the abovementioned, there are many cross-border projects of regional relevance,
including the European Commission Cross Border Cooperation (EC/CBC), Adriatic programmes,
the Standing Working Group for Regional Rural Development (SWG RRD), the Regional
Environmental Center for Central and Eastern Europe (REC), FAO, bilateral agreements, and
others. One such project ithe s “Facilitating an area-based development approach in rural regions
in the Western Balkans.” This project has been applied in several regions of the Western Balkans.
In the course of 2017, the ABD Grant Scheme was supported under the Rural Development
through Integrated Forest and Water Resources Management in Southeast Europe (LEIWW)
programme and was implemented in the Drina-Tara, Drina-Sava, Prespa and Sharra cross-
border regions. The grants scheme was developed in line with the objectives of the LEIWW
programme, supporting the development of short value chains for quality food products and
rural tourist products and services through the establishment of partnerships and focusing on

105



innovation, with special focus on women and young people and the sustainable use of natural
resources.

4. Market reforms and competitiveness: The United States Agency for International Development
(USAID) Agribusiness Project was implemented in 2007-2012 with a total funding of USD 27
million. The aim was to increase the efficiency and competitiveness of Serbian agribusinesses
and to improve the enabling environment for the development of the agribusiness sector in
Serbia. The project covered the three segments of value chain: production (producing the raw
material), processing (transforming it into a marketable form), and marketing (selling the
product to buyers). The USAID Agribusiness Project activities were focused on two components:

¢ Increasing efficiency and competitiveness (strengthening producer organizations; providing
technical assistance and training to producers, processors and wholesalers; improving
agribusiness development service delivery; encouraging youth involvement in agribusiness;
developing women entrepreneurship; enabling access to new markets and increasing export
sales; and ensuring environmental compliance.

e Improving the enabling environment for agribusiness (improving livestock and crop
production estimates and planning; developing market price information systems;
improving animal and plant health and food safety; improving compliance with international
standards; improving the dissemination of agricultural information; and mobilizing
legislative, policy and regulatory reforms).

The Fruits and Berries Program initiated by Denmark supported the fruits and berries sector in
Southern Serbia over a six-year period (from 2010 to 2016), with total funding of EUR 5.36
million. The aim was the development of high-quality and competitive fruit and berry products
for the export and home markets. The Fruits and Berries Program supported the improvement
of productivity and quality, with a focus on education and training of extension service providers
and producers, investments in the fruit and berries sector through its grant programme, capacity
building among producers and market initiatives, and improvement of post-harvest
management, research and control. A total of 854 beneficiaries received grants from the
programme.

The project “Development of the Financial System in Rural Areas” is supported by the German
Development Bank (KfW) (2012 to approximately 2022). The overall objective of this EUR 45.5-
million grant/loan programme is to promote rural development and the modernization of the
agricultural and food processing sectors by providing small and medium enterprises and farms
in rural areas with favourable loans through commercial banks and micro-finance institutions.
The loans will be complemented by technical assistance to support banks in developing
adequate financing products as well as creating awareness among small and medium enterprises
and farmers in rural areas to decrease existing barriers to finance.

The European Bank for Reconstruction and Development (EBRD) and FAO have implemented
three projects related to vertical coordination and the supply chain. Their activities include
cooperation with the Serbian Union of Cooperatives to promote the development of the
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cooperative sector and boost their capacities, and training to producers and small and medium
enterprises on cooperative structures and financial management (the project ,Supporting the
Development of Agricultural Cooperatives in Serbia - Development of a By-law and Promotion of
the Benefits of Cooperative Membership implemented from 2016 to 2018, with total funding of
USD 129 870). Besides this, the project “Support to More Efficient and Inclusive Agrifoods Chains
- Development of Origin-Based Labels in the Horticultural Sector” (implemented from 2013 to
2016 with total funding of USD 444 603) aimed at supporting the registration of geographical
indications and at better positioning on the domestic and EU markets for products with
geographical origins. Finally, the project “Improving Food Quality and Safety Standards in Serbia’s
Meat Sector” (from 2013 to 2016 with the budget of USD 455 700) had the aim of developing
quality schemes for creating added value for certain meat products, in order to increase the
competitiveness of domestic products both in domestic and foreign markets.

5. Projects dealing with agro-environmental issues and management of natural resources:
Considerable donor support also was allocated to organic production, where major donors were
the Deutsche Gesellschaft flir Internationale Zusammenarbeit (GIZ) /ACCESS project, Avalon, the
Swedish International Development Cooperation Agency (SIDA), Diaconi, the Swiss Import
Promotion Programme (SIPPO), the United States Agency for International Development
(USAID), the Swiss Agency for Development and Cooperation (SDC), FAO and many others. The
majority of these international organizations recognized the potential of organic production and
facilitated the establishment of producers’ associations, implementation of food safety
standards, projects related to the added value of organic products and more.

From the EU pre-accession funds (IPA 2012), the project “Regional reconstruction and
improvement of flood protection infrastructure in the Sava River Basin for rehabilitation and
reconstruction after floods” was allocated EUR 8 million for agriculture or direct aid to small
agricultural households. The project was implemented by FAO. Initially, the project covered 24
municipalities, or 15 000 households. Finally, in January 2016, a total of 33 784 households in
41 municipalities were provided with different kinds of support.

The “Serbian Transition Agriculture Reform” project, or STAR, from the World Bank, focused its
support in four directions, aiming at the conservation of agrobiodiversity and the rural business
environment. One component was for the improvement of research and extension services. The
STAR project has increased understanding of how sustainable agriculture and rural
development might be achieved in Serbia through implementation of a pilot project. In addition,
the ecological value of the Stara Planina area has been improved, and local farmers in the area
have benefitted from investment. A range of measures have been developed and tested and can
be utilized as a basis for developing programmes applicable across other parts of Serbia.
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5 Conclusions

and recommendations




This chapter first discusses findings and conclusions related to each area in the scope of this
study and provides an elaboration of the arguments and reasoning behind them.

[t continues with recommendations for specific actions on how to address and overcome the
needs, constraints and challenges of smallholders and family farms as well as the policy gaps
identified. Recommendations were derived from the findings presented in this study and
verified through a multidisciplinary consultation with the participants of the validation
workshop. They are formulated around five broad categories and are briefly justified.

I 5.1 Conclusions

Definitional issues related to smallholders and family farms, data availability and
limitations

The legal framework regulating the agriculture sector and agricultural policy in Serbia defines
the three following categories: 1) agricultural holding, 2) family agricultural holding, and 3)
family agricultural holding according to economic strength (commercial and non-commercial
family farm). The latter indicates that policy seeks to more clearly distinguish agricultural
holdings by their size, but the division of agricultural holdings according to economic strength
still relies on farmers’ self-declaration.

Data from the Statistical Office of the Republic of Serbia are publicly available in a format that
enables cross analysis of a wide range of information related to agricultural holdings. The
applied methodology of data collection in terms of instruments used, coverage and definitions
are in compliance with the Eurostat methodology, allowing international comparisons.

As for the existence and availability of data related to the objectives of this study (family
agricultural holdings and rural issues), and for the cost/time to gather data disaggregated by
various variables, a number of shortcomings were noted. Some of the gaps identified include:

e The generation of agricultural census data by type of legal status of agricultural holdings is
not allowed.

e No data are available on sector output at a level lower than national.

e Population statistics disaggregated by type of area/settlement are directly available (from
open data sets and publications) only from population censuses.

e Disaggregated data by type of settlements (such as marital status, income sources, labour
market and other variables), as well as sex-disaggregated data, are not available.

e The data collected in the Farm Register and other registers are not publicly available and are
in a format that is not user friendly (in other words, it takes considerable time to generate
results).
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The key characteristics of the sector

The relevance of agriculture, forestry and fishery in the economy of Serbia is considerable. This is
confirmed by the sector’s contribution to the gross domestic product, by its export earnings and
by the size of its employment. The dominant characteristics of the sector’s output are high
volatility in growth rates (attributable to extreme weather events) and the dominance of crop
production. Foreign trade and trade surpluses of the agrifood sector have been growing
constantly during the covered period. Principal trade destinations are European Union and
Central European Free Trade Agreement countries, with fruit, cereals and tobacco as the main
export product groups.

The dual structure of farm size and the supply chain in Serbia is prominent. This model is shaped
by various types of regional forces, such as characteristics of natural resources, development
pathways of agrifood systems and market size and demand. While the North-South divide is the
prevailing pattern, there still are significant intraregional differences.

Both land and livestock resources are concentrated on family agricultural holdings and are
unequally distributed according to farm size by region. Agricultural land and livestock in
Vojvodina Region are predominately used by larger family agricultural holdings and enterprises,
while in Central Serbia, they are in the hands of small- to mid-sized family agricultural holdings.

Profile and importance of smallholders and family farms

The profile of smallholders and family farms obtained by applying FAO’s proposed definition of
small-scale food producers is a bit controversial, as are some of their operational characteristics.
The results obtained on the basis of the proposed definition do not appropriately reflect national
specificities, particularly those related to the distribution of livestock units according to region
and farm size.

Smallholders and family farms are numerous and occupy considerable resources, but the
characteristics of farm managers are not conducive to the sustained development of the sector.
Smallholders and family farms have a high percentage of the land resources (21 percent of
utilized agricultural area), of the total number of small farm animals (60 percent of hives, 48
percent of goats and 28 percent of sheep) and of the total labour fund (33 percent). However,
they are managed by older people (males are 59 years old, on average, and the average woman
is 64 years old), with the majority of them (67 percent) having no other activity. Besides this, the
majority of the managers have acquired agricultural knowledge only through practical
experience (58 percent).

Smallholders and family farms managed by women are in an even worse position. The average age
of female managers (64) is higher than that of male managers, and women are less represented
among managers younger than 40 (10 percent), confirming the thesis about the prevalence of
traditional patterns of inheritance in which a woman inherits the farm after the death of her
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husband. Female managers are unlikely to be pluri-active, and their competences in agriculture
are even more unfavourable (73 percent of them rely only on practical experience).

The level of market participation of smallholders and family farms is significant, but they sell
raw agricultural produce without adding value. More than two-thirds (67 percent) of
smallholders and family farms sell their products on the market, and out of that figure 21 percent
sell less than half of their production. Still, only 7 percent of smallholders and family farms are
engaged in on-farm income diversification activities, most often in fruit and vegetable processing
(41 percent), milk processing (39 percent) and wood processing (7.7 percent).

Despite low levels of pluri-activity among farm managers, a small number of smallholders and
family farms are engaged in labour- and capital-intensive types of agricultural production, such us
organic production and production in controlled conditions (greenhouses). Only 214
smallholders and family farms (out of the total of 403 462 in Serbia) deal with organic
production, and 4 842 (1.2 percent) grow vegetables and flowers in controlled conditions.

All of the above suggests that smallholders and family farms constitute an extremely diverse
category in all analysed aspects of their performances. This general feature of smallholders and
family farms is commonly known. What makes it relevant in the context of Serbian agriculture
and rural development are the big regional differences in their livelihood strategies.

Land rights and land market

The high fragmentation of farms and land plots in Serbia is the consequence of numerous land
reforms and reallocations, none of which aimed at the enlargement of family farm size. The current
farm structure in Serbia is a result of the land tenure system and policies that limited both the
land minimum (through the nineteenth century) and the land maximum (from the 1920s until
the 1990s). Besides this, all agrarian reforms in Serbia were followed by colonization, creating a
new army of farmers and farms of the smallest size. The neo-liberal approach of transitional
governments to land market and land rights, accompanied with an unsuccessful attempt at
privatization, contributed to further land fragmentation.

However, there were — and still are - many other controversies related to the land market in Serbia:

e The liberalization of the land market in the 1990s caused the emergence of newcomers to
agriculture, thereby limiting the access to land assets of mid-sized family agricultural
holdings and smallholders and family farms. The level of prices for the rental and sale of land
confirms this statement.

e The land market in Serbia is active, but this is mostly due to the high demand in Vojvodina
Region. In Central Serbia, the land market is not as vibrant as it is in the northern parts, except
near attractive tourist destinations and in the valleys of big rivers.
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e The changes in the farm structure are not well documented.®® Still, it can be indirectly
concluded that the transfer of farm land to bigger and more competitive producers in
Vojvodina is more or less completed, whereas in Central Serbia the pace of farm restructuring
and redistribution of land resources among family agricultural holdings and farm members
goes slowly.

e Current law provides various rules and limitations regarding land grabbing but does not
facilitate privileges and measures to encourage the participation of family agricultural
holdings and smallholders and family farms in the land market.

e Despite rapid and intense depopulation, the ageing of farmers and consequences from the
degradation of natural resources, the need to accelerate changes in farm structure and
facilitate farms’ entry into and exit from the sector are not well addressed by national policy.

Ownership rights to land are still poorly administered in most of the territory, since the land
register and cadastre system are outdated and not suitably functional. A large part of the state-
owned land is still not recorded as such, while a significant part of the land is not used. Many
efforts have been undertaken in the building up of a cadastre and land information system at
national and local levels. Certain competencies have been given to local self-governing bodies,
and their capacities have improved. Still, the legislation and registration of properties and
property rights need to be enhanced, simplified and accelerated.

Access to markets and support services

The agrifood market chain in Serbia has many forms, which are largely determined by the
performances of subsectors and the regional market structure.

e The value chain of export-oriented and stock exchange products (cereals, oil seeds, some
vegetables and fruits) has evolved and become more closely (and internationally) integrated.

e Still, vertical coordination through contract farming occurs mostly among mid-sized
agricultural holdings in sectors in which agricultural products have to go through a
processing stage or in the case of high-value commodities for which new niche markets have
arisen.

e Direct marketing and spot sales are the most common form of sales for smallholders and
family farms. Even when they have larger surpluses, they access markets through extended
and inefficient trading chains.

e Both on-farm and off-farm storage capacities are inadequate and prevent farmers from
better responding to market offers and demands. This applies to fruit and vegetable
production and also to the lack of certified grain storage facilities.

The key barriers preventing not just smallholders and family farms but also a significant part of
commercially oriented family agricultural holdings from accessing value chain integration are

69 The first comparative results on land distribution by farm size will be available in 2019 from the first national
Farm Structure Survey (FSS), which was conducted in 2018.
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issues related to knowledge and innovation, food safety, hygiene and traceability. The introduction
of standards and certification schemes often requires new investments and services and may
raise the running costs, which together discourage farmers from replacing current practices.

The subsector of commercial agricultural support services has grown significantly, but it doesn’t
reach many family agricultural holdings. The growth of export opportunities, investment inflows
in some subsectors (fruits, vegetables, wine, oilseeds) and the emergence of newcomers in
agriculture business have contributed to progress. When it comes to smallholders and family
farms, they still mostly rely on informal channels of knowledge and information transfer and
public services.

The risk-averse behaviour of family agricultural holdings in Serbia can be attributed not only (if at
all) to the conditions of the financial market, but above all to the risks related to weather events,
climate change and market price volatility. A wide range of funds and financial services, as well
as loans with subsidized interest rates, are available in the agriculture sector, but smallholders
and family farms generally seem reluctant to take loans, even though they are ready to invest.

The abovementioned information indicates that, without a doubt, there is a need for structural
reforms to boost the growth of smallholders and family farms. It also indicates that the factors
affecting farmers’ decisions to replace traditional practices are complex and multidimensional. The
common understanding is that smallholders and family farms lack access to new technology,
finance, knowledge and information, which further implies that if those things were available,
farmers would be able (and ready) to produce more (efficiently). Yet, the use of inputs, including
technology, knowledge and financial means, is part of endogenous factors of the farming system
(in other words, those controlled to some extent by individual holdings). The analyses conducted
in this study have confirmed that farmers’ choices, perceptions and willingness to invest are
determined by cultural factors (such as inheritance patterns) and personal preferences (such as
resistance to borrowing), not only by the overall business climate.

Agro-environmental issues

Serbia is facing difficulties in implementing adequate agro-environmental measures that
encourage farmers to implement appropriate farming practices. The intensity of farming ranges
from relatively intensive farming (Vojvodina Region), through moderate farming (Sumadija and
West Serbia), to very extensive farming (South Serbia), but, generally, the application of
fertilizers and crop protection products is low. However, population decline, ageing and lack of
human activity in some areas have resulted in both degradation and exhaustion (such as over-
grazing) of these resources and the related biodiversity loss. Neither environmental cross-
compliance measures nor incentives for biodiversity conservation are available.

Recent trends have shown that climate change, mismanagement of natural resources and rapid
population declines have great impact on rural people and the environment. Climate change and
the increased frequency of extreme weather events have brought new risks for farmers, while
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the mismanagement of natural resources and biodiversity has resulted in adverse effects on the
rural landscape and in the degradation of resources, among other things.

Agro-environmental issues are not properly addressed and still to be resolved within the context of
agricultural policy. The regulatory framework is fragmented and poorly coordinated by various
bodies. The policy and institutional framework has been established only very recently (or is still
in development) and lack appropriate institutional structures for the implementation and
enforcement of regulations.

Despite the variety and abundance of natural resources, there is a relatively weak integration of
biodiversity concerns into the economic sector, including into agriculture and related activities. An
exception to this rule is organic production, which is one of the fastest growing subsectors.
Measures on the preservation and utilization of local varieties and breeds, as well as for organic
production, have been put in place, but the regulatory mechanisms, safety standards, guidelines
and operational requirements prevent farmers from capitalizing on products with added value
based on local varieties, breeds and local knowledge.

Rural population and rural areas

The competitiveness of rural areas is constrained by serious limitations, and this is not only the
case with the remote and mountainous regions.

Population trends are generally unfavourable in Serbia, but rural areas experience much worse
trends in comparison to urban areas, such as low birth rates, outward migration, ageing of the
population and an increase of the older-age dependency ratio. Depopulation has resulted in large
areas of land being abandoned, in the loss of many services and activities in rural areas, and in
the degradation of landscapes. These problems cannot be left to the spontaneous developments
of the labour market, due to high social, economic and environmental costs and threats.

With respect to the gender demographic factor, imbalances are apparent, and they are the
consequence of the higher migration of female inhabitants and younger generations from rural
areas. The decline of the number of the female population leads to falling birth rates, not only,
but also limits the abilities of family agricultural holdings to benefit from products with higher
added value and income diversification through food processing (including some vegetables,
dairy products and poultry).

Both the quality and coverage of rural infrastructure are critical. Not only do rural inhabitants
evaluate as worse (than do urban inhabitants) such diverse aspects of infrastructure as public
transport, waste management, shops, banking system and social service facilities, but they also
evaluate as worse some aspects of living that traditionally have been considered advantages of
rural areas, such as the quality of air, soil and water. The greater part of the administrative
responsibility for infrastructure investments was transferred to local governments, but the
financial resources are insufficient for the scope of investments that need to be made.

The educational gaps between rural and urban populations and between males and females are
not big, but still there is an issue of farmers’ education and training. In the present generation of
children, the gap in education - at least in terms of the level of attendance in primary and
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secondary education - has narrowed. There remains low coverage of preschool education in
rural areas, and the educational structure of the rural population (the share of persons with
primary, secondary and/or tertiary education) is still significantly less favourable than among
the urban population. The agricultural education of farm managers is poor, whether formal or
informal. The low level of education and over-reliance on own experience and traditional
practices is particularly visible among managers of smallholders and family farms, partially due
to their being older.

Activity and employment in rural areas are higher than in urban, but the structure of employment
and protection of labour rights is problematic. Among the employed rural population, a much
higher percentage of people are recorded as self-employed and helping family members, with
the last category reserved mostly for rural women engaged on family farms.

Employment is dominated by agricultural workers, whereas the share of wage-employed and non-
farm self-employed is low. Yet, when it comes to the income structure of rural households, the
model is somewhat different: The largest shares have wages/salaries, followed by pensions.
Income from agriculture is positioned in third place and counts slightly above 11 percent of the
population, while another 10 percent is attributed as in-kind income (produced goods that are
consumed in the household).

Salary-paid workers in rural areas often work without formal contracts, have no pension or health
insurance and are denied rights to paid sick leave and annual leave. Child labour is traditionally
presentin rural areas, but the economic engagement of children is classified as child labour more
because of the hazardous types of work than because of long and excessive working hours.

People in rural areas assess their personal health as generally worse than do people in urban areas,
and the worst health status is reported by older rural women (65 and older). The rural population
also reports more difficulties in access to health care.

Subjective well-being is also consistently evaluated with lower marks among rural inhabitants,
except in the dimension of family life. Comparing to the urban population, rural inhabitants are
less satisfied with their area of living, housing, living standard, job and education. Overall life
satisfaction is lower among rural inhabitants than among urban.

In recent years, evident progress has been made in promoting gender equality, but mainly with
respect to improving the legal and policy framework. Yet, the implementation remains scarce and
fragmented. The most systematic work in developing and implementing gender equality has
been achieved within the Provincial Government of the Autonomous Province of Vojvodina and
is coordinated by the Provincial Secretariat for Economy, Employment and Gender Equality in
cooperation with the Provincial Secretariat for Finance.

Social protection

Rural households and populations are exposed to higher risks of poverty, material deprivation and
social exclusion, whichever measure is applied.
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On the other hand, social protection is less accessible to those who are exposed to risks of poverty
in rural areas, due to restrictions related to assets and the reluctance or lack of knowledge of the
rural population on how to access financial social assistance.

The lack of knowledge and information is also present regarding social protection services and
in facing different social risks. Rural households more often revert to family resources instead of
approaching institutions for support.

Agricultural policy

The driving force behind the acceleration of agricultural policy formulation and development in
Serbia is the process of European Union integration. The wave of reforms started with Serbia’s
acquisition of the status of a candidate country for EU membership (2012) and the opening of
the first negotiation chapters (2013). Since then, Serbia has made significant progress in aligning
long-term programming documents, legislation and administrative infrastructures with EU
requirements.

The objectives and priorities of agricultural policy are largely in line with the EU acquis and highly
prioritize issues related to the sustainable management of natural resources, the development of
the value chain, the competitiveness of the agrifood sector, farm structure, rural poverty and
vulnerable groups, and the need to harmonize institutional and legal frameworks with EU
standards.

Yet, when it comes to policy implementation, agricultural policy is failing to properly address many
concerns, particularly those related to social and environmental domains:

e The majority of state agricultural budget allocations are used for direct producer support and
input subsidies, still without an agro-environmental cross-compliance mechanism.

e The amount of funds allocated for rural development measures is low and narrowly
orientated towards farm investment.

e The bimodal composition of the agrarian structure is not well reflected in policy practices:

0 Eligibility thresholds are set at a low level for the most of national measures. This
provides an opportunity for vast numbers of farmers to apply, but still the funds are
disproportionately captured by larger agricultural holdings.

0 Lump-sum incentives for all farmers participating in the scheme (irrespective of farm
size and specialization) contribute to equity objectives rather than having real
contributions to broader policy objectives (such as structural changes, higher
competitiveness, public goods, etc.).

0 Specific support measures for agricultural holdings located in areas with difficult
working conditions for agriculture (e.g. relatively low minimum eligibility threshold
applied for milk premium and higher subsidies for on-farm investments) are in place, but
the question is whether these measures are sufficient to address the structural
development needs of small farms.
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Both horizontal and vertical policy coordination and coherence are questionable. The reason for
this claim lies in the overlapping of policy measures and instruments at different levels
(national/municipality) and the fragmentation and/or duplication of the policy interventions
and projects of various ministries and institutional bodies.

The policy-making process lacks the proper planning, particularly when it comes to monitoring and
evaluation and the coherence among policy objectives, measures of support and their effects. The
absence of monitoring and evaluation guidelines and absent or poorly defined benchmarks and
targets limits policy development and raises the question of consistency and effectiveness of
agricultural policy. Though the statistical databases, the Farm Accountancy Data Network and
the internal registries of the Ministry of Agriculture, Forestry and Water Management are
improved, these resources are not used to establish transparent and systematic baseline
indicators.

I 5.2 Recommendations

Definitional and analytical issues

The need for a nationally specific definition of smallholders and family farms and/or a
categorization of agricultural holdings has been confirmed by the analysis conducted in this study.
The results obtained based on the FAO definition of small-scale food producers could be useful
for international comparisons, but they are debatable from the perspective of the Serbian farm
structure and its regional characteristics.

e Further efforts towards the development of a national definition should consider:

0 usage of both relative and absolute thresholds when defining smallholders and family
farms;

0 several other combinations of variables and thresholds, particularly those related to
livestock units and annual working units;

o different thresholds for North and South Serbia;

0 the particular need for deeper insights into household income levels, income
composition, and socio-economic profiles of farm members; and

0 the need for the results of several scenarios, with different variables and thresholds, to
be tested by appropriate statistical tools and evaluated from perspectives of different
policy contexts before being put into practice.

e The overall system of collecting data related to smallholders and family farms should be
reconsidered. Carrying out an agriculture census on a population of more than 630 000
agricultural holdings, and carrying out a Farm Structure Survey every third year on a sample
of 120 000 agricultural holdings, is a quite expensive procedure. Regarding this, it is
important to re-examine:
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0 the currently used threshold for agricultural holdings (0.5 ha vs. 1.0 ha); and

0 the usage of sample surveys on population of smallholders and family farms. Instead of
collecting large amounts of data by census surveys, some of which are not relevant for
smallholders and family farms, surveys of representative samples of smallholders and
family farms (defined according to nationally specific variables and thresholds), with
questions related not just to agriculture but also to other aspects of their livelihoods,
seems to be more efficient and useful. This approach would save resources, provide in-
depth insights into livelihood strategies of smallholders and family farms and, above all,
would be more useful for evidence-based policy making.

e Statistical data sets disaggregated by sex, type of settlement, size of agricultural holdings and
ownership should be publicly available on the open data portal in order to save the resources
of both the statistical office and users.

e The data from various registers need to be linked and set in a user-friendly format in publicly
available databases.

e There is a need for strengthening the national analytical capacities of both staff and
researchers dealing with rural issues, in order to enable the effective use of policy analysis and
ability for comprehensive assessment of policy implications.

The integration and empowering of smallholders in markets

The integration and empowering of smallholders in markets should be focused on three key
areas of interventions, as follows:

Access to land and (family) resources

The results of the analytical part of this study (although based on very few indicators related to
the farmers’ profile and farming system), show that the physical resources and age structures of
managers of smallholders and family farms in Serbia are not conducive to the sustained growth
of the agriculture sector. New mechanisms to accelerate farmer exit and (new/young) farmer
entry rates, as well as the transfer of resources to young farmers, should be introduced.

e Theyoung farmer scheme should be revised to precisely define whom to reach, whom to support

(and with what support), and what should be the expected outcome.

0 The age limit for young farmers is set at 40 years old or younger, as itis in European Union
countries in which young farmers and early retirement support schemes have existed for
decades. In Serbia, support for young farmers was introduced recently, so farmers in
middle age do not benefit from the system, although they are the most plentiful (and more
likely will remain in agriculture sector).

0 The scheme should clearly distinguish between “newcomers” (farmers starting
agriculture businesses) and “young farmers,” whose profiles and needs are different.

0 The one-off support scheme for new farmers (in addition to investment support) should
be introduced to accelerate the pace of start-up and increase the overall performance of
the farm.
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Land and/or farm transfer to young farmers and agricultural workers should be taken into

consideration and assisted by various programmes of social and agricultural policy. Long-

lasting, multigenerational migration (in some regions), degradation of natural resources and
prevalence of traditional patterns of inheritance (all well documented in the analytical part
of this study) require being handled with an integrated approach.

0 Exit strategies of aged farmers without successors in Serbia have not been examined in
depth for decades. Farmers’ decision-making behaviours in this respect need to be
explored and understood prior to any further step.

0 Support should be given to local pilot programmes aimed at encouraging older farmers
to look outside the family for someone who could take over the farm.

0 The joint use of farm resources and facilities should be facilitated by connecting older and
younger farmers; such informal collaboration practices are already in place but need to
be supported and formalized.

Access to knowledge

There is a need for fostering technology innovation, but even more for creating demand for

innovation among farmers (particularly in the few value chains in which smallholders and family

farms can find profitable niche markets). This is not just because of rigorous food safety and
health standards, but also due to increased economic losses caused by extreme weather events.

The whole Agriculture Advisory Service system should be reconsidered, starting from its
main role, since it includes the quite-broad list of extension activities.

The offer of training modules and programmes (financial management, risk analysis, good
agricultural practices, etc.) should be expanded, and delivery models should be developed
with greater use of local resources, volunteers, staff and resources of secondary agricultural
schools, lead farmers and more.

New methods of knowledge transfer and information dissemination should be facilitated,
tailored to the needs of smallholders and family farms. Development should be supported of
more diverse mobile applications and marketing platforms for farmers. The development of
demonstration farms, training centres and on-ground extensions also should be supported,
along with training programmes to enhance the entrepreneurial and technology skills of
rural women.

Food chain

The heterogeneity of smallholders and family farms’ participation in the labour market and the

market of goods and services is well confirmed by the results of the analytical part of this report.

Yet, policy incentives in place are designed to foster farm productivity, competitiveness, and (to
a certain extent) market orientation. On the other side, market participation is not properly
addressed by policy.
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Modernization and technological upgrading are needed to ensure the implementation of
quality and health standards and to enable smallholders and family farms to capture value-
added through on-farm processing. The one-off investment support scheme for establishing
a base for new businesses, combined with operational support for marketing activities
(labelling, certification and control) should be facilitated by various funds and donors,
promoted and financially supported (“the package of support” schemes).

Investments in farmers’ markets and wholesale facilities are needed. Public-private
partnership and other collaborative models of local self-governmental units, regional
development agencies and the business sector should be considered, and the same attention
should be given to investments into “soft” infrastructure and services - human capacities,
information technologies, marketing, promotion, financial skills, etc.

Partnerships should be built and vertical coordination strengthened among supply chain
actors to enhance the market access of smallholders and family farms. To ensure the
sustainability of cooperation and stable links within the local food system, new forms of
relations need to be developed and/or empowered. This is the way to overcome the
disadvantages and limitations of short-term informal transactions and high transaction
costs, and for enabling smallholders and family farms to respond to emerging niche-market
opportunities.

The development of short food chains and networks of different actors surrounding them
(different types of SMEs, service providers, farmers associations and cooperatives) should
be encouraged and supported. Short food supply chains are promising market channels for
the many smallholders and family farms that currently operate in (semi)informal channels
of direct selling.

National legislation and rules on placing food of animal origin on the market are relaxed, but
further work is needed to develop an official, flexible definition of “short food supply chain”
and to make it operational.

The creation of awareness and trust among consumers is needed, assessing their interests,
attitudes and demand for local and/or traditional food products.

Research systems should be integrated and used to provide relevant inputs for policy-
makers. Research studies and analyses should consider the following tasks:

0 Assess the determinants of farmers’ choices with regard to market participation, their
motives and the obstacles they face. Also, there is not enough research on a
representative sample of consumer attitudes towards farm products, nor about what
guides them when buying local products.

0 Identify and map the models of smallholders and family farms and supply chains with
the capacity to be successful within given social, economic and environmental contexts
or criteria.

0 Map the actors in logistical support, along with their interest and capacities to take part
in short food supply chains.
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Labour market

The rural labour market in Serbia is shaped by two main features: 1) intense job-induced out-
migration; and 2) the prevalence of informal agricultural employment. It offers few wage-
employment opportunities in the formal sector, especially for woman and youth. The informal
sector absorbs rural labour with low levels of education and school drop-outs, but in low-wage
jobs with salaries that do not provide decent livelihoods. Yet, the shortages of farm labour are
visible and, in some regions, becoming acute (and not only during the peak season).

Thus, considering the current state of the rural labour market and its perspective, we suggest
that focus should centre on two respects:

1. Formalization of work in agriculture

0 According to the draft Law on seasonal work,’9 workers will have to be registered and
have a pension and health insurance during engagement in seasonal jobs in agriculture.
Since many seasonal workers actually are retired people, pensions and health insurance
are not relevant for them.”! However, welfare grants, minimum wages and worker safety
standards that equal those of workers in other sectors are relevant. This may include
provisions for sick leave and maternity leave, living conditions for seasonal workers,
basic first aid and sanitary facilities on farms, and more.

0 The support of civil society organizations, donors and farmers’ associations will be
needed in the promotion and encouragement of the associations and unions of farm
workers, along with the empowerment of their capacity and the enforcement of new laws
and written contracts.

2. The generation of new employment opportunities for rural labour. The creation and
development of new jobs, businesses and investments in non-agricultural activities is a challenge
that requires a broad set of policies. The key interventions should be centred on:

O As the first step, more detailed monitoring of unemployment beneficiaries from rural
areas and the impact of state support on this particular group is needed. There is no
evidence of the effects of active labour market programmes and measures on rural
populations and vulnerable rural groups. The low education level of the inactive rural
population implies that an increase in their labour market activity is possible if they are
offered better programmes of vocational education or training. The widespread practice
of delivering general training programmes should be replaced by shifting the focus to
practical skills.

0 It is important to prioritize the employment of women and youth in the formal sector,
whenever investments in new businesses are supported by the state budget. With regard

70 The Law on seasonal work has been announced for more than two years but has not yet been adopted.
71 It has been announced that the law will not be restrictive towards beneficiaries of some form of social assistance,
and that they will not lose previously acquired rights.
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to this, childcare services should be offered not only for rural families, but also to
unemployed women to enable their active job seeking.

0 Regarding the creation of conditions for maximizing the economic potential, creativity
and entrepreneurship of women, the national “Strategy on Gender Equality” envisaged
the introduction of the principle “think first of small” into the work of legislative and
executive authorities in the planning, drafting, adoption and implementation of laws and
mechanisms related to economy and business. Encouraging the wider implementation of
this approach requires facilitating policies and improving transparency and impact
monitoring.

0 Financial support is needed for youth in starting their own businesses, especially by
funding start-ups in social and innovative entrepreneurship. Also, elder-care
programmes should be stimulated, since they ensure job creation for unemployed women
without qualifications or with very low qualifications.

0 The primary agricultural sector still can be an important source of jobs for marginalized
and poorly employable rural populations. This may include various forms of pooling
resources by connecting older and new farmers and families.

Policy-making and implementation

Policy-making

All of the presented results clearly indicate the need for a polycentric approach in rural
development policy-making to properly address the complex and interrelated needs, constraints
and challenges faced by smallholders and family farms in Serbia.

Better policy coordination across governmental bodies and various levels of policy-making,
as well as a more comprehensive policy response, should be developed to address rural
issues in general. There is no sufficient synergy among the policies implemented by various
ministries/governmental bodies, on one side, and the lack of coherence between policy
(quantified) objectives, mechanisms, funding and outcomes, on the other side.

To enhance the quality of life and social inclusion of the rural population, the efficiency and
effectiveness of the social protection system should be improved. It must prioritize the
quality and accessibility of social services to rural people, and it must also provide a “safety
net” and cover basic needs for those who do not have a job and for elderly people and other
vulnerable groups. Increased capacities for the creation of community-based social service
policies and for their delivery are needed. The focus should be on strengthening the
implementation of existing mechanisms and the development of more innovative and
integrated solutions.

An effective policy response to more frequent extreme weather events is needed to reduce
the vulnerability of agriculture and smallholders and family farms to climate change. There
is a need to create an integrative and proactive policy (instead of reactive, which is the
current practice) towards climate change, with a clearly defined agenda and preconditions
for activating state aid measures. In addition, large-scale investments in environmental
change mitigation and adaptation actions are needed.
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The evidence-based policy approach must be strengthened, and national capacities must be
built, to support evidence-based policy making. Policies at all levels are often formed on an
ad hoc basis and driven by various interests and pressures, rather than by systematic
monitoring, evaluation and adaptation.?2

Cross-sectoral cooperation, policy-making and implementation must be facilitated, and
capacities for that must be strengthened at the local level. It is particularly important for
departments dealing with social (including employment and social reform programmes),
agricultural and environmental issues in local administration, since the responsibilities in
those fields were transferred to the local level.

In general, local self-governmental units need more autonomy and more tools than those
defined by the Law on Incentives for Agriculture and Rural Development, to properly address
specific local needs. Policy design and decision-making processes at the local level should be
guided and assisted, and they should involve farmers and the business sector to ensure that
their real needs are responded to.

Policy implementation

The current system of policy coordination, design and implementation does not guarantee the
rational allocation and effectiveness of budgetary support.

Context-specific variables should be used when defining beneficiaries of various policies and
incentives. This applies both to agricultural and social policy. The usage of a statistical
definition of agricultural holding ensures the equity of policy beneficiaries, but it calls into
question policy objectives and effectiveness in reaching target groups. The “one
(size/definition) fits all” approach has led to a large percentage of rural households being
excluded from social assistance programmes and consequently has resulted in increase of
rural poverty rates.’3

For effective advocating in favour of specific policy measures for smallholders and family
farms, the disaggregation of the agrarian structure based on various criteria - where farm
size is just one of them, in addition to region, farm manager and farm owner profile,
commodity subsector, and income size and composition - is needed when defining both
beneficiaries and priority measures.

Access should be facilitated for rural vulnerable groups to community-based social services.
This needs to be improved by strengthening and diversifying social services and service
providers in dealing with day care for children and healthcare services for elderly
rural residents, etc.

There is a need for a better fit of funding between coupled direct payments (still with no
cross-compliance requirements, as in the common agricultural policy), on one side, and

72 Preconditions have been created for better harmonization of public policies by the adaptation of the Law on the

3 The definitions of “agricultural activity,” “farmer,

Planning System of the Republic of Serbia.

agricultural holding” and “family agricultural holding” all
together need to be revised and aligned with the European Commission regulation.
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policy objectives related to competitiveness and the provision of public goods
(environmental, social), on the other side.

Greater focus should be placed on the development of “greening” policies, on the introduction
of good agricultural practice policies and regulations, and on the initiation of the Nitrates
Directive compliant with European Union practice.

Payments for environment services in agriculture and forestry, to support land users for the
public externalities they provide through the adoption of sustainable resource management
practices, should be developed and implemented.

Support measures tailored to address specific needs of smallholders and family farm and
farms in areas with natural constraints should be developed. Measures of support for the
acceleration of structural changes of these farms have been poorly chosen, poorly funded
and/or occasionally implemented. Evidence in support of this recommendation is the current
compensatory payment scheme for farmers in areas with natural constraints, which do not
contribute to structural reforming or environmental and social benefits. Promising niche
markets are vegetables, fruit production, small farm animals and on-farm processing.

The building of capacity of the Ministry of Agriculture, Forestry and Water Management
(MAFWM) and the establishment of functional systems for administering common
agricultural policy-like support should be intensified. This is mainly related to the
reorganization of the existing ones and the development of missing administrative structures
related to the Land Parcel Identification System (LPIS), Integrated Administration and
Control System (IACS), food safety, and others.

More farmers, more hectares, and a more diversified list of activities and products should be
covered by state support and registered in the administrative databases (client register and
farm register). The number of registered farmers and, even more, the number of hectares
covered by the farm register, confirm this recommendation.

The regulatory framework for the implementation of LEADER-like measures should be
developed and put in place. The rural civil society should be involved in private-public
partnerships and in the preparation and implementation of local strategies through the
LEADER method. Even though some efforts have been made by the MAFWM and the donor
community in establishing local partnerships and strengthening their capacities, the absence
of the necessary regulatory framework has led to significant operational difficulties and an
institutional vacuum. The existing Local Action Groups are not officially recognized by the
MAFWM and are still applying for projects independently or as a part of networks that
operate in the capacity of civil society networks.

Large investments in infrastructure - including land consolidation, maintenance and the
improvement of soil quality, energy supply, water management and the like - must be
prioritized and planned within more a comprehensive context as an integral part of the entire
local economic system. Not only could such investments boost sector productivity, but they
could also attract new investments.
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6.2 National definitions of agricultural holdings
and family agricultural holding

Source

Definition

Ministry of Agriculture, Forestry and Water Management

Law on Agriculture and
Rural Development
(Official Gazette of the
Republic of Serbia No.
41/2009, No.10/2013
and No. 101/2016);

and

Law on Incentives in
Agriculture and Rural
Development (Official
Gazette of the Republic
of Serbia No. 10/2013,
No. 142/2014, No.
102/2015 and No.
101/2016)

Ordinance on registration

in the Farm Register
(Official Gazette of the
Republic of Serbia No.
17/2013, No.102/2015,
No.6/2016 and No.
46/2017)

Article 2

Family agricultural holding is an agricultural holding where a natural person - the
farmer, together with members of his household - carries out agricultural production;

Article 16

Depending on their economic strength, the family farm can be: 1) commercial family
farm; 2) non-commercial family farm.

A commercial family holding is an agricultural holding that is market-oriented and
which, under the conditions determined by this law, can exercise the right to
incentives ....

A non-commercial family farm is an agricultural holding that is not market-oriented
and whose beneficiary is a beneficiary of a pension based on agricultural production.

An agricultural holding with at least 0.5 hectare of agricultural land in the territory of
the Republic of Serbia can be entered in the Register of Agricultural Holdings, where a
company, a farmer's cooperative, another legal entity such as an institution, a school, a
monastery, a church and another organization (legal entity), entrepreneur and farmer
- natural person, perform agricultural production.

An agricultural holding with less than 0.5 hectares can also be entered into the
Register, i.e. agricultural land or other land or building unit on which the person
referred to in paragraph 1 of this Article performs livestock, vineyard or vegetable
production (greenhouses and greenhouses), carries out other forms of agricultural
production (farming of fish, mushroom cultivation, snails, bees, etc.), performs
processing of agricultural products, or other non-agricultural activities (rural tourism,
old crafts, etc.).

In the case of registration of a family agricultural holding, it is the farmer - the natural
person who is the holder of the family agricultural holdings, who is registered, while
family members can be listed as well.

Statistical Office of the Republic of Serbia

The Law on the Census of

Agriculture (Official
Gazette of the Republic

of Serbia No. 104/09 and

No.24/11)

Article 3

Family agricultural holding is every family or other community of people living
together and sharing subsistence expenses out of their respective income (including
single households), which members (one or more) are engaged in agricultural
production, being either their primary or supplementary activity, having a single
management, sharing joint production means (land, machinery, buildings) and its
members’ labour, whether they produce solely for their own consumption (non-
commercial agricultural holding) or both for own consumption and sale (commercial
agricultural holding).

Article 4

The Census shall cover: 1) family agricultural holdings with at least 0.5 hectares of
agricultural land (area) on which they perform agricultural production; 2) family
agricultural holdings having less than 0.5 hectares of agricultural land, which they
utilize for crop farming, livestock breeding, fruit growing, vineyards, vegetable
production, flower growing (glass and plastic protective covers), and for other forms
of practices of agricultural production, intended for marketing, as well as fish farming,
mushroom growing, snail farming, bee-keeping, etc.;
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I 6.3 Case studies

Case Study 1: Revitalization of agricultural cooperatives

1. THE PROBLEM DESCRIPTION

Institutional and policy reforms of first transitional phase have bypassed the cooperative sector.
Farmers’ cooperatives were exempted from the privatization process. However, the unresolved
problems of property rights, limited access to financial markets, and the devastating effects of
the grey economy have caused the slowing down of the reform of cooperatives. All of this caused
the loss of the identity of cooperative property, as well as the loss of confidence and trust in the
cooperative system. Support programmes for the cooperative sector that have been provided by
various governmental bodies and donors in recent years have been ad hoc and incompatible.
However, most of support measures of the Ministry of Agriculture, Forestry and Water
Management for rural development gave the possibility of investments to cooperatives but
didn’t provide a sound foundation for their establishment, initial growth and development.

2. OBJECTIVES AND ACTIONS

The cabinet of the minister in charge of regional development, in cooperation with local self-
governmental units, launched in 2017 the three-year project “500 villages — 500 cooperatives,”
aiming to establish new cooperatives and strengthening their market position. The programme
provides grants for the establishment of new cooperatives, as well as investment support for
projects of existing cooperatives. Grants are intended for the purchase of equipment and
machinery and of storage and processing facilities for milk, meat, fruits, vegetables, cereals,
honey and medical herbs. The total funding in 2017 was about EUR 1.67 million, which in 2018
increased to EUR 6.9 million. The maximum amount of grants for existing cooperatives is EUR
150 000 and EUR 60 000 for newly established cooperatives.

3. RESULTS AND IMPACTS

In 2017, 270 new cooperatives (each of them with several tens of members and co-operators)
were registered, and 22 cooperatives have received grants (among which are 12 cooperatives
from less-developed regions).

Moreover, since 2018, grants have been conditioned on signed contracts on rights and
obligations between the cooperative and the co-operators.

The results of these positive impacts are that, in addition to the support provided in 2017, the
programme for 2018 also includes grants for the establishment of secondary cooperatives
dealing with production, processing and trade of specific cooperatives’ final products.
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4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

The results of this initiative confirm the advantages of simultaneous, synchronized support from
different sources (local, national) and for various purposes. Providing a range of services
(technical, administrative, logistical assistance) in parallel with investment grants contributes
to enhancing the overall capacities of newly established and existing cooperatives in a relatively
short period of time. Recommendations:

e Facilitate the provision of grants and support programmes that target emerging
cooperatives.
e Improve the professional management of cooperative businesses.

Enhance the participation of women and youth in cooperatives.

5. CONTACTS/REFERENCES

https://www.ebrd.com/news/2018/ebrd-and-fao-aim-to-boost-serbian-cooperatives-through-training.html

Case Study 2: Improving the regulatory environment for the access of
small producers to markets

1. THE PROBLEM DESCRIPTION

The livestock sector in Serbia is dominated by large numbers of small- to middle-sized
agricultural holdings, traditionally managed in low-intensity farming systems. These
agricultural holdings are still the main suppliers of raw livestock products (with the exception
of poultry meat) on the national market. However, the tendencies in the dairy and processed
meat market show that modern consumers tend to be concerned with safety standards but also
to choose local food products of high quality. This trend represents a huge potential for the
growth of small food processing businesses.

However, according to the applicable legal provisions, the sale of meat and meat products is
allowed only for registered craft shops or companies that meet all the requirements prescribed
by the laws and by-laws regulating food safety (in other words, that it is produced in the
approved facilities listed in the Registry of approved establishments). This led to the fact that
most of them were selling their products on alternative markets and local manifestations.

2. OBJECTIVES AND ACTIONS

In order to give small producers/processors the chance to capture the value-added benefits of
local products and traditional knowledge, it was necessary to create a more favourable legal
environment for small food businesses and facilitate their access to markets. As part of overall
efforts to improve the competitiveness of meat products, the Ministry of Agriculture, Forestry
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and Water Management, with support from FAO and the European Bank for Reconstruction and
Development, has launched the project “Improving the quality and safety of food in the meat
production sector,” which has following outcomes:

e The “Regulation on small quantities of primary products used to supply consumers, areas
for performing of these activities, and deviations related to small entities in the business
with animal origin food.” This regulation includes flexibility measures and derogations
for small-scale meat producers, processors and distributors. Producers will be allowed to
sell their products and will be themselves responsible for the health and safety of
products.

e A new voluntary quality scheme, the Serbian Quality Label, was set up. The label
guarantees the quality of products of specific characteristics, produced from raw
materials exclusively taken from the territory, with feed free from genetically modified
organisms (GMOs).

e An association for the development of the quality of meat and meat products was
established as an association of producers of meat and meat products that fosters high
quality and tradition.

e The process was followed by an organization of trainings and workshops for the building
of capacity among stakeholders and for the production of guidelines for applying the
flexibility measures.

The certificate lasts one year, and the controls are carried out by the authorized services of the
state, union associations and competent inspection services. The state refunds about 50 percent
of the quality control assets from the budget.

3. RESULTS AND IMPACTS

Benefits from the flexibility of the regulation on small quantities are expected by producers and
processors currently operating in (semi) grey zones, as well as by producers of traditional food
products currently using technologies and raw materials that are not officially acknowledged or
approved.

The Serbian Quality Label for meat is currently managed by the Meat Quality Association. The
label "Serbian Quality" received eight products from the meat and processing industry. It is
expected that other products (honey, dried peppers and others) will get soon the quality label.

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

In order for small producers to benefit, it is necessary to mobilize other actors surrounding them
in the food supply chain. The availability of services supporting smallholders and family farms
is critical (extensions, logistics), and there is risk that the lack of a critical mass of producers will
increase transaction costs associated with labelling, certification, control and selling.
Recommendations:
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e Local self-governmental units should support the development of collective institutions
for smallholders and family farms, to diminish the transaction costs of market access. This
could sustain partnerships among local businesses (food suppliers, sellers and
consumers), since these initiatives would contribute to creating new jobs.

e More close relationships should be pursued in the local value chain, to boost more
formalized relationships (contracting) between local supply chain systems.

5. CONTACTS/REFERENCES
http://www.eastagri.org/meetings/index.php?id=116
http://www.fao.org/europe/news/detail-news/en/c/1099204/
http://www.agronews.rs/faoebrd-fokus-na-agrobiznis-u-srbiji/

Case Study 3: Small producers to benefit from protected geographical
indications

1. THE PROBLEM DESCRIPTION

Serbia is one of the world’s leading producers of raspberries. The raspberry production is
concentrated in two regions, the Arilje-PoZega region and the Valjevo region, with long traditions
of growing. Raspberry growing in Arilje region is carried out in every village and almost on each
farm (95 percent of the total production is produced by more than 4 500 family farms, on small
plots of about 0.3 ha, on average). It engages about 15 000 workers during the harvest season,
and around 5 500 non-local workers are hired (Parausi¢ and Simeunovi¢, 2015).

The challenges have emerged from growing competition from neighbouring regions and
countries, causing further fragmentation and decomposition of the value chain and making it
more difficult to ensure quality and safety standards. Besides this, Phytophthora (root rot), to
which the predominate Serbian cultivar (Willamette) is susceptible, has affected the raspberry
orchards.

2. OBJECTIVES AND ACTIONS

In order to preserve their leading position on the international market, export-oriented, large-
scale growers have focused on food safety and quality standards and maintaining the traditional
technology of growing Arilje raspberries. With the support of the Ministry of Agriculture, donor
projects, development agencies, certification providers and extension services, HACCP,
GLOBALG.A.P. and International Organization for Standardization (ISO) standards were adopted
by most of the actors in value chain. In addition, the General Association of Entrepreneurs Arilje,
with the support of the Innovation Centre for Agriculture Arilje, launched an initiative to obtain
protected geographical indications (PGI) for fresh, frozen and dried raspberries, and in the
Intellectual Property Office of Republic of Serbia recognized “Ariljska malina” (“Raspberry from
the Arilje”) as a product with geographical indication.
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3. RESULTS AND IMPACTS

The authorized user of the geographical indication “Ariljska malina” is the local cooperative Agro
Eco Voce, with its 167 cooperative members producing raspberries on over 100 ha. The
cooperative took part in the activities of establishing the first national secondary-cooperative,
which involves five cooperatives from whole territory of Serbia dealing not only with storing and
processing the fruit, but also with the placement of final and semi-final products directly on the
market, without intermediaries. This vertical integration of primary production, processing and
marketing of a high-quality product, avoiding intermediate channels and middlepersons, will
enable producers to reach wider markets, achieve higher prices and benefit from value-added
processing activities.

It is expected that 70 percent of total production will be exported (fresh or frozen), while the
other 30 percent is processed in cooperative processing capacities.

4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

Both cooperatives and agribusinesses in Serbia are becoming more networked, but it is mostly
the case with large players and sectors oriented to export. The processors/exporters gain the
advantage of such arrangements, due to the lack of horizontal and vertical integration of
cooperatives, poor entrepreneurship skills, etc. These processes should be promoted, guided
and supported.

e More efforts on capacity building and technical assistance to producer organizations are
needed, aimed at enabling them to take control of the value chain. Representatives of
secondary cooperative structures should be trained in business management
(communication/negotiation, finance, marketing, etc.).

e Engage in joint lobbying and advocacy initiatives in order to achieve critical mass and
influence in local, national and regional politics.

e Establish a strong professional body able to manage the certification process and product.

e Adopt regional labelling for protected designation of origin (PDO) and protected
geographical indication (PGI) and certification schemes for increased concertation
among the producers and stakeholders over the vertical chain.

e Provide financial support for the upgrading of processing facilities in line with the EU
acquis communautaire.

e Establish support to make the process of certification possible for smallholders.

5. CONTACTS/REFERENCES
http://arilje.org.rs/lokalna-samouprava/projekti/projekti-u-realizaciji/446-ariljska-malina?language=sr-YU
https://www.agrarije.com/hrana/proizvodi-sa-oznakom-geografskog-porekla/ariljska-malina/
http://www.eastagri.org/docs/group/364/Arilje%20Raspberry_ENG.pdf
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Case Study 4: Economic empowerment of female victims of violence

1. THE PROBLEM DESCRIPTION

The problem that was targeted by this initiative is the economic dependence of female victims
of violence, which prevents them from exiting the violent situation in the intimate partner
relationship or in the family. As indicated on the Web site of the programme,74 one-fifth of
women in Serbia are financially dependent on their partners, and many of them are deprived
from financial support when needed or, when requested, declined money for their consumption.
These women do not participate in the financial decision-making in the household and, when
they are exposed to violence, one of the main obstacles is this financial or broader economic
dependency (which can include property ownership, housing, possession of important
household equipment, cars, and more).

2. OBJECTIVES AND ACTIONS

The project “She-empowerment” was implemented by Fund B92, a non-governmental
organization established in 2004 with the mission of implementing humanitarian, cultural,
philanthropic and socially responsible campaigns and projects. Reacting to the difficult situation
in regard to the high prevalence of violence against women, Fund B92 established seven safe
houses around Serbia for the protection of women victims of violence. Project “She-
empowerment” was aimed at the economic empowerment of female victims of violence. The
programme was supported by the UN Trust Fund to End Violence against Women.

3. RESULTS AND IMPACTS

Through this project, the social enterprise “Dobra basta” (“Good garden”) was established for
the production of organic food, and more than 60 women were economically empowered with
the purpose of exiting the circle of violence. The introduction of the economic empowerment
component was an important part of the integrated response to violence against women. Social
enterprises founded through this project are profiled for the production of organic food and
catering. In addition to education and trainings in business, the project delivers financial support
to 15 business initiatives of women. The best women entrepreneurs also will be rewarded with
micro grants.

74 http://sigurnakuca.net/onasnazivanje/ekonomsko-nasilje/
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4. LESSONS LEARNED, CONCLUSIONS AND RECOMMENDATIONS

The results are best and have the most sustainable effects when women are supported by a
combination of measures - such as training, networking, business assistance and support in
initial access to market - and when they have the opportunity to gradually become self-reliant.
The provision of mentoring and advice during the first three years helps sustain the efforts, as
does the provision of free assistance in bookkeeping and legal advice and of the recognizable
label of social business.

5. CONTACTS/REFERENCES

Web site: http://fondb92.org/en/she-empowerment.1.65.html

Video clip: http://sigurnakuca.net/onasnazivanje/

Social enterprise “Dobra basta”: http://sigurnakuca.net/onasnazivanje/dobra-basta/
https://www.facebook.com/somborskadobrabasta/

Case Study 5: Support to local partnerships keeps them active

1. THE PROBLEM DESCRIPTION

The first initiative aimed at raising the awareness of local communities dout the LEADER
programme was launched by the Ministry of Agriculture, Forestry and Water Management
(MAFWM) in 2005. In the following years, donors supported the building of capacity for the
development, implementation and administration of LEADER support, both among MAFWM and
local actors. Sixteen regional rural centres were formed, with 149 regional offices covering the
whole territory of Serbia. Since 2010, MAFWM has ceased supporting the activities of local action
groups, while international donors have downsized activities and programmes related to rural
areas, leaving the majority of rural civil society organizations struggling to survive. Many of the
previously established local partnerships, in the meantime, have ceased to exist, and their
capacities (primarily human) are irrevocably lost.

2. OBJECTIVES AND ACTIONS

In the Autonomous Province of Vojvodina, there is continued support to local partnerships
provided from the budgets of each secretariat of the Autonomous Province of Vojvodina. 75 After
support for LEADER initiatives was no longer financed by the national budget, the Provincial
Government continued funding these activities from its own resources.

The total amount of funds allocated for every year was EUR 85 000, with a maximum amount
per beneficiary of approximately EUR 8 000. Registered associations of citizens had the right to
use incentives, as did other forms of non-profit organizations with legal status. Local
partnerships in Vojvodina that met the evaluation criteria proposed the EU-funded project
LEADER Initiative Serbia (LIS), which was assessed as having the capacity to become the Local

75 The first activities on the implementation of the LEADER approach in the Autonomous Province of Vojvodina
was initiated by a donor project of the Government of Romania titled “Strengthening Rural Social Capital and
Networks” (2008-2009). The project was implemented in five pilot municipalities in the territory of Vojvodina:
Zitiste, Coka, Mali Idjos, Alibunar and Irig.
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Action Group (LAG) and having the opportunity to be financially supported in order to overcome
the funding gap.

The Provincial Secretariat for Agriculture, Water Management and Forestry supports the
development of LAGs and the preparation of local strategies for rural development (LSRD) based
on annual regulations that define the eligible activities, conditions and criteria for the use of
incentives, as well as the criteria for the approval of LSRDs.

3. RESULTS

Previous initiatives to establish strategic partnerships of the public, private and civil sectors and
to promote the LEADER programme in Serbia resulted in considerable human resources having
been trained and made functional in territorial planning and development, participatory
governance and decision-making. Local, subregional, regional and cross-border development
strategies and/or action plans have been drafted and are available. Yet, the capacity building
process and the institutional memory have not been sustainable, due to unstable funding. Local
Action Groups in the Autonomous Province of Vojvodina established during the mid-2000s are
active and take part in a wide range of activities in their regions, but they also often change focus
depending on the current trends and available options for funding.

The majority of local partnerships and networks formed through donor projects in Central
Serbia strive to maintain their activities. Their operations and engagement in rural development
are less visible, while some (human) resources are irretrievably lost.

4. LESSONS LEARNED AND CONCLUSION

A funding gap has discouraged stakeholders from remaining involved in the LEADER
programme and has caused the majority of LAGs and civil society organizations dealing with
rural issues to downsize their activities in Serbia. Some of them were heavily supported by local
self-governmental units and had political support (which no longer exists), while some lost
interest due to the lack of progress. Getting them back to similar activities will be a difficult
process.

e Local governments and development agencies have to create more solid ground for
meaningful local cooperation. In the absence of regulatory provisions, they will need to
develop, establish and maintain their own schemes. Different models of networking
should be practiced to promote local partnerships and contribute to increased awareness
about the role of local stakeholders in the decision-making processes, thus motivating
them to take part.

e Raising awareness and building the capacity of local self-governmental units and the
business sector is needed. Conducting a broad awareness campaign for the rural
population and strengthening the skills for project cycle management - supplemented by
grants for specific, small-scale investments - should be facilitated.
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