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1 The executive summary  

Serbia belongs to the group of small open economies, and agricultural sector risks and strategies are 

influenced by the global factors. However, the performed analysis clearly shows that concepts and 

strategies applied in practice are generally based on low risk awareness of agricultural producers and less 

developed individual risk control strategies. Instead, producers are trying to "share the risk with the 

state/government" or to address the main issues of risk control and sustainability to "the responsible policy 

maker" (both at the local and national level) and agricultural and rural policy measures applied in practice. 

According to the media analysis, the following approaches are applied in practice: (1) traditional approach 

comprising of measures directly applied in the farm practices -  diversification on the farm, and rural 

economy diversification - implementation of complementary activities of rural economy at the local level, 

such as tourism, trade and processing; (2) "the old story" - producers are still waiting for the strong state 

support, both in direct and indirect ways; (3) agricultural and rural development policy measures applied at 

the local level are oriented toward improvement of management quality and farmers skills (training, 

education and innovations). 

The year by year the policy instruments are exposed to significant changes.  From 2000 to the present, four 

characteristic stages have emerged: the first (2001-2003), with policy oriented towards price support for 

specifying agricultural crop (soybean, sunflower, sugar beet, wheat); the second (2004-2006), that 

abolishes price support and introduces support for investment; the third (2007-2008) that brings numerous 

non-market measures and puts more interest in rural development; the fourth (2008 forward), governed in 

the economic crisis conditions with absolute marginalization of specific measures aimed at quality 

improvement and support to areas with difficulties. A particularly important issue in agriculture is the 

labour force and its characteristics. Serbia rural areas are generally characterized by depopulation process 

and very pronounced emigration process. These two components virtually leave Serbian villages "empty".  

The relative amount of public spending on agriculture in Serbia is not low, due to difference in relative 

prices and the size of GDP. However, the absolute amount of public spending on agri-sector per hectare of 

utilized agriculture in Serbia (69 EUR/Ha) is considerably lower than the EU-27 average (476 EUR/Ha). 

However, it is comparable in terms of size and development to some other countries such as Croatia (379 

EUR/Ha) and FYR of Macedonia (148 EUR/Ha). At the same time, public spending on agri-sector in Serbia, 

per hectare of utilized land is considerably higher than in Bosnia and Herzegovina and Albania, being close 

to the amount in Montenegro. This suggests that public spending for support to agri-sector in Serbia is 

sufficient to maintain competitiveness of Serbian farmers in the CEFTA region1. However, the level of public 

spending to agri-sector in Serbia is lower than in the EU. Relatively lower state aid available to Serbian farmers, 

together with implementation of the Stabilization and Association Agreement, which provides for large scale 

liberalization of agri-sector market in Serbia with regards to the EU market players, put Serbian farmers under 

substantial pressure. 

The share of input subsidies has continuously increased over the analysed period. Since 2007 input 

subsidies have become a dominant scheme of budgetary support to agriculture, with their share of total 

agricultural budget exceeding 45 percent (in 2010 even reached 72 percent). However, the structure of 

input subsidies has changed dynamically, with a tendency to concentrate on diesel fuel and mineral 

fertilizers in the last few years. The subsidies on interest rates or insurance premiums should be also added 

as well as the warehouse system implementation. The last enables agricultural producer to keep his 

produce in a warehouse which provides guarantees that the produce will be safe, and that its quality and 

quantity will be preserved. At the same time, the warehouse system gives a producer the freedom to 
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choose when and at what price he is going to sell his produce. Agricultural producer is not forced to sell the 

goods in order to obtain money, since as long as the goods are stored in a public warehouse, he can obtain 

a short-term loan on the basis of warehouse receipts issued on the account of stored goods. This system 

could be also implemented in the fruit sector (cold storages). 

Two cases were selected for in-depth analysis at the national level: Wheat sector in Vojvodina and 

Raspberry sector in Sumadija and West Serbia Region. Behind this choice stands a crucial effort to isolate 

the essential problems of commercially-oriented and market-integrated producers of wheat in Vojvodina. 

Additionally, our efforts were also put on the analysis of the main issues faced by the system of family 

farming in central Serbia (Raspberry CS). Both sectors have specific challenges and inherent. In the first 

phase an analysis of various sources (policy documents and strategies, scientific articles, as well as public 

media and blogs) was performed. This analysis provided a general overview of both conditions and 

limitations that agricultural producers are exposed to. The insights from the ǎǘŀƪŜƘƻƭŘŜǊǎΩ point of view 

were obtained by focus groups discussion and participatory workshop. 

 

Executive summary A: Wheat sector in the Region of Vojvodina with focus on young farmers 

 

Wheat farming and concerns about sustainability 

 

Young farmers (less than 40) are more interested in emerging agricultural technology and making things 

grow in the different way than in previous business practices. Serbia is generally faced with huge 

demographic problems. The rural areas in Serbia are characterized by depopulation process and very 

pronounced emigration process. However, crop farming in Vojvodina is a sector with younger farmers who 

are continuing family business, or simply starts agricultural production on the land that was abounded by 

their parents during the socialist period. 

The first associations on sustainability are connected with environment protection. Our participants 

emphasized importance of biodiversity and shed a light on consequences of intensive chemicals use in 

wheat production. They are more oriented toward use of four-course system in crop production which 

reflects certain traditionalism. Producers also think about economic conditions such as price volatility, 

increase of production costs and input-output parities which influence their income.  

Wheat farmers younger than 40 years might have a different approach than other wheat farmers. 

According to the expert opinion these farmers often think about the economic part of their businesses, but 

the social or the environmental part is less important for them. They are also less oriented toward 

community development goals. 

 

The main strategies and institutional support 

The following topics are in the focus: quantity, quality, price risk management and farm income, fixed and 

variable costs, relations with other food chain stakeholders (traders and processors), production 

reorientation and crowding out of marginal producers (Table 1). 

When they talk about strategies to overcome the risk, producers are mainly concentrated on their own 

practice. They think about different activities that they can do during the production process to ensure a 
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better market position. As they cannot affect the price, they are considering ways in which they could 

affect cost reduction (total and per unit of production). They want to be recognized as the modern 

producers, but they use wheat as the only winter crop that plays a significant role in the sowing structure 

for crop rotation purposes. Crop rotation can help to control of pests and diseases to maintain soil quality, 

and ensure enough nutrients are available to different crops each year. 

Table 1: The list of discussion topics in the focus and strategic goals in the wheat sector/ Vojvodina 

 

Quantity 

To control weather risk 

To control productivity growth 

To improve management skills, to control chemicals 

use in production, to improve market skills. 

Quality To reach higher standards in production 

To guarantee standards 

Price risk management and 

farm income 

To improve management skills, to control price risk 

To address other sources of income 

Other food chain stakeholders 

- traders, processors and 

consumers  

To address public health and environmental issues 

To control power of different market players 

Product reorientation  To improve competitiveness 

Quit the agricultural 

production 

To modernize agriculture 

 

Farmers have faced different problems and they can use different instruments to overcome the risks and 

assure farm business sustainability (Table 2). They can use traditional instruments such as insurance, 

product differentiation based on quality standards (higher quality of wheat should reflect higher price), 

farm income diversification (based on additional activities - larger producers integrate pre-harvesting and 

post-harvesting services, while others think about additional activities in rural economy or in other sectors 

using opportunity for part-time farming), cooperation within producers organizations etc. However, they 

are still arguing that there is a need to improve instruments related to financial stability and risk control. 

These improvements are usually connected with reforms such as adaptation of the new legislative, the new 

institutions establishment, education of all stakeholders that are going to implement new instruments and 

strategies in practice.  

The report also elaborates different "state projects" related to institutions development that can help 

farmers to manage the risks (Table 3). Strong support to the new risk control instruments development / 

agricultural insurance and price hedging based on the innovative financial instruments is evident. It aims to 

support market institutions establishment that could help agricultural producers to cope with a wide range 

of risks. The newest initiative appeared as the result of public-private partnership. Based on project 

financing the information technologies are intensively implemented for purposes of farm management 

decision making process improvement. Using GIS system different data based on micro location can be 

gathered in a big information data base (big data), while all farmers can use their mobile phone to access 

the system and to monitor current state of their plants in the field. Farmers are advised when and how to 

use different chemicals to improve soil quality or to protect their plants from diseases. Consumers also 

benefit from this system as less chemicals are put on the field. Producers can use this technology to control 

their variable costs and to improve income sustainability. As they still cannot to strongly influence the price 

of wheat, they can take care about costs control. On the other side, state support is also important in 
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different institutions development related to warehousing, warehouse receipts and pre-harvesting 

financing. 

 

Table 2: CŀǊƳŜǊǎΩ strategies  

Category in focus Bottom-up approach 

Quantity Insurance 

 IT in agriculture 

 Education 

Quality Differentiation of products by quality 

Price risk management and 

farm income 

Education, Developing of business plan with other 

alternatives around agriculture in rural areas 

 Part-time farming 

Involvement in the local initiatives and projects 

Fixed cost Credit lines and leasing 

Variable cost IT in agriculture 

Consumers To offer higher value added products 

To offer sustainable practices 

Traders and processors Straitening ǇǊƻŘǳŎŜǊǎΩ power throughout producers 

groups, cooperatives, contracting. 

Product reorientation Developing of business plan with other alternatives 

in agriculture 

Quit the agricultural 

production 

Find new business alternatives 

 

 

Serbian government also tries to follow the EU model for investments support on the farm governed 

toward structural adjustments in agriculture during the pre-accession period. These investments are also 

connected with establishment of practices that make farmers businesses less risk-dependent. The largest 

farms, mostly organized in the form of agribusiness systems (the legal entities) recognized importance of 

these investments. On the other side, only the strongest family farms can afford investment which will 

result in return of money spent in asset procurement from the state budget with significant delay. 

It should be also noticed that the Directorate for Agrarian Payments, as a part of the Ministry of Agriculture 

and Environmental Protection, in the context of the EU assessment was established by the Law on 

Agriculture and Rural Development (Official Gazette of the Republic of Serbia 41/09). Directorate performs 

the activities related to the implementation of the subsidies program in agriculture, making calls for 

applications, decides upon the right to assistance, making payments to the final beneficiary, performs 

administrative and on the spot checks, establishes and keeps accounting records of contractual obligations 

and payments, implements international assistance to agricultural policy in the Republic of Serbia, and 

manages the Farm Register. One of the goals of the Directorate is fulfilment of the requirements for using 

of the European funds in the area of agriculture. Unfortunately, this agency still waiting for certification 

from the EU authorities, and farmers in Serbia cannot use the EU funds for improvement of their 

businesses (IPA fund for rural development). 
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Table 3: The strong institutional support is requested  

Category in focus Top-down approach 

Quantity EuropaRE 

Research & Big data analysis 

Extension service 

Quality Law on Public Warehousing 

Laboratories 

Price risk management and 

farm income 

Innovative instruments for price risk control 

Farm income support 

Fixed variable costs control Support for investment in new technologies 

Research & Big data analysis 

Consumers, traders and 

processors  

To protect food consumers 

To protect natural environment 

Law on Competition  

Institutional arrangements and contracting 

Product reorientation Specialization of regions 

Quit the agricultural 

production 

Fostering of capital concentration and 

centralization 

 

The Survey results  

The analysis is focused on young farmers (younger than 40 years) and farms above 20 ha of agricultural 

area used for the production of wheat as the additional criteria. The sampling frame, i.e. the list of primary 

producers is obtained using the Census data (2012). The data collection was supported by the agricultural 

extension service in the Region of Vojvodina. The interviews were conducted in December 2017 / January 

2018. The sample size is 150 and the final database contains 140 responses (10 interviews were rejected 

due to inconsistency in answering, e.g. very low understanding of questions by farmers ς in these cases the 

lowest level of understanding is marked in the questionnaire). The larger farms dominate in the sample (the 

smallest number of farms belongs to the group of less than 10 ha of total area). Young farmers represent a 

group slightly over a third of our sample. The youngest farmers on average belong to group of the largest 

farms (44.25 years based on total area and 41.67 based on wheat area on average). As far as farmers 

education is concerned, higher educated farmers manage the largest farms on average (around 260 ha in 

total and 93 ha in wheat area). Traditional gender structure is manifested by larger share of male 

population in the role of farm holder, while the share of lower secondary education among surveyed 

farmers reached 70% of our sample. 

Formal and informal arrangements co-exist, although the informal arrangement is more popular and 

therefore, widely accepted. The informal agreement at the time of sale is most represented in our sample 

(n=52), followed by legal contract before or during production (n=35). The least frequency is recorded for 

collective organization membership (n=12). It might be controversial that collective type of sale dominates 

our sample. It can be explained by specific characteristics of the {ŜǊōƛŀƴ άŎƻƻǇŜǊŀǘƛǾŜέ ǎŜŎǘƻǊ ǿhere limited 

number of farmers hold membership, while majority of farmers play role only of a coop-partner (so-called 

άƪƻƻǇŜǊŀƴǘƛέύΣ ǊŜŦŜǊǊƛƴƎ ǘƘŀǘ ƳŜƳōŜǊǎƘƛǇ ƛǎ ƴƻǘ ǇǊŜŎƻƴŘƛǘƛƻƴ ŦƻǊ ƛƴǎǘƛǘǳǘƛƻƴŀƭ ŀǊǊŀƴƎŜƳŜƴǘ ǿƛǘƘ 

cooperatives in Serbia.  

The higher average income in total is generated on farms of larger size. However, it is interesting to notice 

that the average wheat price is higher for the group of farms from 10 to 50 ha in comparison with other 
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firm size groups (both in total and wheat area). Average price reported by all farmers for the year 2016-17 

is 0.15 EUR/kg. However, farmers who are involved in individual sale channels managed to reach higher 

commodity price of EUR 0.166 in comparison to the collective price of EUR 0.143, on average. In the total 

sample of farms production costs as share of selling price vary between 40-100%, being on average 76.69%.  

Most sales agreements are made either for particular sale (n=55), or they last between 7 months and 1 year 

(n=42). Surveyed farms reported limited number of medium (n=21) or long run contracts (n=3). Without 

stable price arrangements (in medium and long run), it is hard to run the farm business successfully. Most 

ƻŦ ǘƘŜ ǇŀȅƳŜƴǘǎ ƛƴ ǘƘƛǎ ǎŀƳǇƭŜ ōŜƭƻƴƎ ǘƻ ǘƘŜ ŎŀǘŜƎƻǊȅ άŀǘ ŘŜƭƛǾŜǊȅέ ƻŦ ǘƘŜ ǇǊƻŘǳŎǘ ƻǊ ŜǾŜƴ άōŜŦƻǊŜέ ǘƘŀǘΣ 

which implies standard form of price formation. At delivery payments are more common to the individual 

ǎŀƭŜǎ ŎƘŀƴƴŜƭǎΣ ōǳǘ ǇŀȅƳŜƴǘǎ ōŜŦƻǊŜ ŀǊŜ ƳƻǊŜ ŎƻƳƳƻƴ ǘƻ ǘƘŜ άŎƻƭƭŜŎǘƛǾŜέ ƻƴŜǎΦ ¢ƘŜ ǇǊƛŎŜ ƻŦ ǿƘŜŀǘ ƛǎ ƛƴ 

most cases defined based on the market supply and demand conditions.  

Among the relevant standards, quality and food safety are dominantly imposed to both collective and 

individual sales channels, while animal welfare standards are not mentioned at all. The law on animal 

welfare is still not adopted in Serbia, although the Law on Food advocates for this issue specific regulation. 

On the other side, producers in Serbia are obliged to implement GM free practices.  

The predominant opinion among wheat producers is that only some social and economic factors are more 

important in the farm/production sustainability, while the environmental factors do not have so much 

influence. However, the older group of farmers gave higher ponders to the soil quality and animal welfare. 

The linkages among farmers and stakeholders are the most important aspect of social sustainability. It is 

interesting that the older and less educated producers pay more attention to the social recognition of their 

farming activities (probably the influence of the tradition), while less educated producers still have very 

high opinion about arable land value when it comes to succession. On the economic side, the profitability 

maintenance and investment opportunities are generally the highest scored (even higher than wheat prices 

and other market conditions). 

The level of satisfaction in both subsamples (individual and collective arrangements) indicates that wheat 

farmers are generally satisfied with the sale agreements. The overall opinion of the wheat producers in 

Serbia is that climate change and market prices are the two most important factors that will shape some 

future strategies. The factor - "Market prices" is singled out as one of the most important factors of the 

future sustainability by almost all groups of producers, although that some groups, like older or less 

ŜŘǳŎŀǘŜŘ ǇǊƻŘǳŎŜǊǎΣ άŘƻƴΩǘ ƪƴƻǿ ǿŜƭƭ ǿƘŀǘ ǘƘƛǎ ŦŀŎǘƻǊ ǊŜŀƭƭȅ ƳŜŀƴǎέΦ 

The surveyed farmers reported what their strategies for the development of wheat within the context of 

farm business in the coming five years are. The larger wheat farmers (above 50 ha) report that they want to 

expand production (it is more important for this group than in other groups), while the highest share of 

ǊŜǎǇƻƴǎŜ άǘƻ ŀōŀƴŘƻƴέ ŦŀǊƳƛƴƎ ǿŀǎ ǊŜǇƻǊǘŜŘ ƛƴ the group of 10 to 50 ha. When it comes to age structure, 

younger farmers (below 40 years) are more prone to expand farm activity, while abandonment or reducing 

of farm activity is more present when it comes to older farmers. It is also important to notice that among 

farmers from 50 to 250 ha the group of older is overrepresented, and many of the interviewed farmers in 

this group have no expectations regarding successors (the strong demographic problem is present). 

LƴǎǳǊŀƴŎŜ ŀƴŘ ƛƴǾŜǎǘƳŜƴǘǎ ŘƻƳƛƴŀǘŜ ŀƳƻƴƎ ǎŜƭŜŎǘŜŘ ǎǘǊŀǘŜƎƛŜǎ ǊŜƭŀǘŜŘ ǘƻ ƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ǿƘŜŀǘ ŦŀǊƳŜǊǎΩ 

production in the Region of Vojvodina, while market plans dominantly include diversification and new forms of 

partnership. The specific food chain structure requests better coordination and cooperation both among farmers 

and between farmers and other food chain stakeholders in Serbia. Additionally, the active role of farmers is 

recognized in the area of sales channels innovation and income insurance as the strategic response to price 

fluctuations. 
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Executive summary B: Raspberry sector in the Region of Sumadija and West Serbia with focus on small 

family farms 

 

How the current situation can be described in brief? 

The description of the current state in the sector is based on the obtained results of literature review 

related to the market and regulatory conditions and ǎǘŀƪŜƘƻƭŘŜǊǎΩ insights obtained by the focus groups 

discussions and participatory workshop.  

The rural areas of intensive raspberry production have similar problems as other rural areas in Serbia in 

general. The most important problems are: low productivity, small farm size, insufficient state support, 

inadequate and insufficient infrastructure, lack of equipment and machinery, limited economic activity, lack 

of investment, low level of education and lack of initiatives, lack of marketing and limited membership in 

cooperatives or associations, and inadequate planning by local policy makers. 

Recently, the negative trends in raspberry production have appeared due to the unfavourable structure of 

the farms (small holdings, aggravation of the aging structure of farmers) and high raspberry price volatility. 

Price volatility is caused by uncertainty and unpredictability and that discourages investment in production, 

storage and processing. This is also the result of the unfavourable market structure, where buyers / 

distributors of raspberries have a stronger position than the primary producers. The strong state support 

programs for the procurement and construction of cold storages for raspberry sector and establishment of 

new forms of cooperatives are needed, so that primary producers can be more flexible in terms of the time 

of sales of their products. 

Problem 1: Unpredictability of price. Due to the lack of strong institutional arrangements in the production 

chain, agricultural producers depend on the price determined by cold storages (traders). Producers of 

raspberries do not have an agreed price for their product. In addition, they are forced to buy inputs for 

production using unusual contracts - the input price is set, but not the future raspberry price in which they 

will make the final payment. 

Problem 2: Great dependence on export companies and the lack of producer organizations. Small and 

medium-sized cold storages work for a few big market players / exporters. The weakest position in the 

Serbian food chain belongs to farmers. They are unorganized, divided and without adequate representation 

in the various governing bodies. There is a limited number of organizations (cooperatives) that can help 

farmers to sell their raspberries to wholesalers and processors. Producers' organizations should play a key 

role in the development of the sector. The strict implementation of The Competition Law is requested. 

However, there are no instruments that will allow forward contracting - the trade in advance, for the 

known customer and at a predetermined price. 

Problem 3: Infected planting material. The infected planting material was imported 14 years ago. They are 

still in use influencing the appearance of fungi in the rainy years. It is a huge problem as raspberry 

producers don't know how to deal with it. It significantly reduces yields, although the planted surface is 

larger, and the root of the plant is dried. 

Problem 4: Excessive and uncontrolled use of chemicals. There is a huge, uncontrolled activity of agro-

technical lobby. Their goal is to sell as many inputs (pesticides, herbicides, fertilizers) as they can. This can 

also cause problems in the European market in the future. There is a need for strict control of the use of 

chemicals in production. The appropriate experts-advisors (the extension service) can give advice on the 

ground, rather than traders. 
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Problem 5: Lack of laboratories. Laboratories are needed to test the presence of heavy metals and 

pesticides in fruits. The purchase of all necessary equipment is covered by international funds and projects, 

but these laboratories are still not operative or active in Serbia. In addition, there is no effective and 

modern state advisory service. 

Problem 6: Better organization in case of weather accidents. The state subsidizes insurance premiums for 

agriculture, while the municipality has the system of protection against heavy rains. Although awareness of 

the necessity of insurance is growing in recent years, the supply of insurance services is inconsistent. In 

many municipalities, the organization of the protection against heavy rains service is inadequate or doesn't 

even exist. A better organization is needed, the state does not support meteo-stations with adequate 

payments (often there are not enough missiles). In the practice better results are given by local initiatives in 

this area. 

Problem 7: Lack of adequate scientific research that would support and allow dissemination among 

farmers. Primary raspberry producers are forced to experiment by themselves. They buy new varieties of 

raspberries and raise new experimental plantations under greenhouses, apply different technologies, 

monitor differences in yields and product quality. There is a lack of a common scientific approach to the 

advisory service that should help agricultural producers to overcome various barriers. There is also a lack of 

link between technological research and the needs of the sector. 

Problem 8: Uncontrolled import of raspberries from Bosnia and Herzegovina, Kosovo, Albania and 

Macedonia, which is of poor quality. It is usually mixed with domestic raspberry as traders cannot deliver 

the contracted quantity. Due to poor quality raspberries are often returned from export. 

Problem 9: Financing production. The Ministry of Agriculture has introduced short-term and long-term 

lending programs, under more favourable terms than bank loans give, but these conditions can hardly be 

met by small producers. 

Problem 10: Inconsistent agricultural policy and inadequate state support. Policy is often changed without a 

clear goal, it does not deal with rural development at all. The agricultural budget is constantly changing, but 

its structure deviates from the EU model. There is a trend to reduce budget expenditures for the food and 

rural development sector over the past five years. 

Problem 11: A very fragmented ownership. Serbian raspberry farms are small, usually organized as a 

seasonal family business. The average area of the raspberry farms is between 0.5 and 1 ha, making it 

difficult to take advantage of the economies of scale and production costs are usually high. The farms are 

poor technology equipped.  

Problem 12: Lease of agricultural land. Family farms do not meet the requirements of the Law on 

Agricultural Land for long-term lease. Therefore, state land that could be used to increase the production of 

raspberries is simply unused / out of production. It is necessary to change the conditions for leasing the 

land to 20-30 years so that they can satisfy family farm needs. 

Problem 13: Very small share of processed raspberry products in export. The bulk of the raspberry 

production is for export. Almost 90% of raspberry production is frozen, while only 10% is used for 

processing or fresh retail sale. Exports are fairly variable and dependent on several markets (almost 60% of 

exports go to 2 countries and more than 80% of exports to 6 countries in the World). 

Problem 14: Declining competitiveness in the international market. The low presence of market-oriented 

producers is evident, with intensive production and modern technology applied in their practices. It is 
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necessary to innovate and improve technology. Production systems must be significantly improved in the 

future. Educational programs supported by the government or municipalities in the region of Sumadija and 

Western Serbia should play a key role. Particular attention should be paid to the implementation of food 

quality standards. 

Problem 15: Excessive expectations and reliance on the state. The food chain stakeholders are used to be 

directed by others. They have not adapted to the new conditions seen in "the invisible hand of the market". 

 

The way out - the main alternatives and strategies 

The activities can be done by the producers themselves, while some of the identified problems require the 

broader institutional support. Certainly, it is not the question of direct forms of state support. Instead, we 

should speak about a model of macro regulator that creates the adequate conditions for better business 

development and facilitate the sustainable rural areas.  

Producers are constantly asking themselves what they should do to mitigate or control different plant 

diseases risks, what they should do to avoid extreme draught or heavy rains with hails (or at least to control 

cost and minimize profit lose), what they should do when they deal with powered partners such as traders 

or exporters inside their own food chain, how much they are empowered during the market negotiation 

process, why there are no instruments for price risk control, why they cannot lease the state land to 

organize modern agricultural production, what they should do with different lobby groups that advocate 

for increase of chemicals use on the farm... There are too many unknowns in this equation. The main 

barrier is seen in excessive expectations and reliance on the state. However, the main strategies are 

identified in the mix of state (national or local) and ŦŀǊƳŜǊǎΩ actions (Table 4). Without state support 

farmers will do their business as usual with continuing obstacles related to modern agribusiness 

development.  

Table 4: Conditions, state support and strategies for Raspberry CS in Serbia 

Conditions Institutional support Farmer strategies 

Infected planting material, 

Excessive and uncontrolled use of 

chemicals 

 

Integrative import control on 

input suppliers, The extension 

service development - 

development of the specific 

educational programs for end 

users (farmers). 

Right to be educated and 

protected - workshops, trainings, 

LLL programmes, farmers are 

seen as the end users of 

transferred knowledge who 

actively support definition of 

training programmes etc. 

Lack of adequate scientific 

research that would support and 

allow dissemination among 

farmers, Lack of laboratories 

Public financing of data analysis 

for farm management decision 

making - Big data 

implementation for 

management purposes 

Intensive use of IT technologies 

for knowledge transfer - how we 

can make big data systems easily 

available for the average farmer: 

what chemicals and when should 

they use in their production to 

minimize environmental effects 

and maximize profit. 

Unpredictability of price Creating the environment for Use of innovative financial 
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Financing production effective and efficient price 

control: Public warehousing 

(warehouse receipt model), 

Establishment of micro-finance 

institutions (particularly 

important for small businesses), 

designing of the specific farms 

credit arrangements - banks 

should be supported to create 

the specific contracts for 

agricultural producers such as 

landing based on warehouse 

receipts etc. 

instruments - the agricultural 

commodity derivatives (forward 

contracting, futures contracting, 

options on futures etc.), 

development of the micro-

finance institutions, designing of 

the specific credit arrangements 

that fits farmers needs due to 

specific cash flow,  

Great dependence on export 

companies and the lack of 

producer organizations, 

Uncontrolled import of 

raspberries, Declining 

competitiveness in the 

international market, Very small 

share of processed raspberry 

products in export 

Building of the specific market 

environment with strong market 

players on both sides (supply 

and demand) and development 

of the Quality schemes 

supported by the agricultural 

budget. 

Long term contracting with 

processors, traders and 

exporters, Labelling - farms 

orientation toward PDO/PDI or 

organic production, Processing - 

juice industry, frozen fruit 

industry etc., Creation of unions 

of the small family owners with 

cold storages. 

Better organization in case of 

weather accidents 

 

Development of the state or 

local community meteo-stations 

that will help farmers to avoid 

unnecessary weather risks 

(heavy rains with hail), creating 

of the global reinsurance system 

(EuropaRe). 

Investments on the farm in 

protection of hails (this activity 

can be supported by subsidised 

credit arrangements with lower 

interest rates) and better 

planning on the farm regarding 

the climate change effects. 

A very fragmented ownership, 

Lease of agricultural land 

Land market institutions: better 

functioning of Real Estate 

Cadastre, Law on agricultural 

land and long term leasing, 

commassation, inheritance law 

and agriculture (right of pre-

purchase). 

Cooperation in the new 

equipment use between farms 

at the community level. 

Inconsistent agricultural policy 

and inadequate state support 

Consistent agricultural policy & 

long term planning: what should 

be our priorities in the next 30 

years? 

To be prepared for efficient use 

of available additional resources 

such as subsidies both on 

national and local level. 

 

The key words are efficient institutions and market oriented and organized small raspberry family business 

in the Region of West Serbia and Sumadija. Small family business related to raspberry production in the 
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region is often organized in the form of part-time farming. This additionally aggravates the situation related 

to traditional system transformation to a modern agribusiness. However, the transition process has 

influenced the position of the Region of West Serbia and Sumadija inhabitants. Without permanent job 

opportunity (many industrial capacities were closed due to its inefficiency, while the establishment of new 

companies cannot absorb high unemployment rate), they turned more intensely on agricultural production, 

production in which they have a long tradition. All stakeholders can benefit from the better organized food 

chain, while agricultural producers can organize better functioning business on the farm if they use modern 

risk management instruments. These instruments can help risk avoidance, minimizing of risk exposure and 

cost on the farm, maximising input-output ratio both in terms of quality and quantity and securing the 

better product price. 

The survey results 

 

The data collection was supported by the Municipality of Arilje. The face to face interviews were conducted 

in December 2017 / January 2018. The sample size is 150 and the final database contains 131 responses (19 

interviews were rejected due to extremely low level of understanding by respondents). 

 

Based on total area, farms above 1 ha dominate in our sample. However, observing only area under 

raspberry production, small family farms are more represented in the sample than others. Young farmers 

represent a group slightly over a third of our sample. Traditional gender structure is manifested by larger 

share of male population, while the share of lower secondary education level among farmers is almost 60%.  

 

The average income per farm is 11,180 euro. The information about the cost of raspberry production is 

collected as well, and the average share of cost in total income collected in raspberry production is 64.85%. 

Average price was EUR 1.29 in the total sample of farms. Collective sale channels managed to reach higher 

raspberry price of EUR 1.31 in comparison to individual ones price of EUR 1.29, on average. Most farmers 

indicated (n=123) that the commodity price is variable and linked to market price at the time of delivery, 

while a significant number of farms bases price on the quality of raspberry delivered (n=80). 

 

Individual sale channel dominates the collective one. Collective arrangements are mainly used by larger, 

commercial raspberry farms (2.84 ha with 1.24 ha for raspberries, on average). However, it is also 

emphasized that collective arrangements are associated with more detailed and structured contracts in 

favour of primary producers. 

Our respondents highly agree with two statements ς that there are no other alternatives to sell their 

products and that the payments are made with significant delay. Farmers emphasize that traders are fully 

in charge of price definition and contract specifications. Even farmers that use collective arrangements 

report lower level of agreement with statements related to higher price achievement, stabile price and fair 

negotiation. Generally, the level of satisfaction in both subsamples indicates that farmers are neither 

satisfied / not unsatisfied with sale agreements. This also provides opportunities for further improvements 

in the future. 

Concerning the type of sale agreement, a legal contract before or during production is present in 49 cases, 

followed by legal contract at the time of sale (n=3), and significant number of informal contracts, 47 before 

or during the production and 23 at the time of sale. Most sales agreements are made either for particular 

sale (n=49), or they last between 7 months and 1 year (n=51). Very short (up to 3 months) and very long 

(above 5 years) contracts are rather limited in this sample. 



20 
 

Quality and food safety standards are dominantly imposed to both collective and individual sale channels. 

Animal welfare is not mentioned at all, while standards related to preservation of nature and environment, 

as well as standards related to mitigation and adaptation to climate change are recognized as relatively less 

important. 

 

Farmers perceived knowledge about overall production sustainability is very low. The lowest knowledge is 

about the ecological aspects. The issues considering soil quality is the best known to producers, while the 

biodiversity and the water quality maintenance are considered to be not so important. On the other side, 

the farmers highly appreciate influence of the social network developing with other stakeholders and 

farmers in the sector, and this influence is reported as the most important aspect of the social 

sustainability. Younger producers perceive the most of the social, economic and environmental conditions 

of the sales agreement sustainability more important than older producers, and more educated producers 

are more conscious about ecological and environment conditions of the sustainability.  

 

The most important factors that will influence farms business in the future, and consequently their 

sustainability, are related to climate change and market conditions, while the least influence on the future 

farms sustainability will have institutional regulations. The surveyed farmers reported the dominant 

intention to maintain production. ¢ƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ŦŀǊƳŜǊǎ ŘƻƴΩǘ ƘŀǾŜ ǎǇŜŎƛŦƛŎ ŜȄǇŜŎǘŀǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ŦŀǊƳ 

succession. The rural areas in Serbia are depopulation areas and the rural population is continuously 

shrinking. Consequently, because of the bad age structure the demographic perspective of the rural areas is 

not bright (low or even negative natural increase rate). In such situation, the farmers do not have any clear 

ŦǳǘǳǊŜ ǇƭŀƴǎΦ LŦ ǿŜ ǘŀƪŜ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ŀƴǎǿŜǊǎ άŘƻƴΩǘ ƪƴƻǿέ ǿƛǘƘƛƴ ǘƘŜ ŀƴŀƭȅǎƛǎΣ ǘƘŜǊŜ ŀǊŜ ƳƻǊŜ ǘƘŀƴ пκ5 

of the sample that are not willing to think about the future plans at allΦ IƻǿŜǾŜǊΣ ŦŀǊƳŜǊǎ ŘƻƴΩǘ ŎƻƴǎƛŘŜǊ 

selling of property as the valid solution. 
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2 Introduction  

Two cases were selected for in-depth analysis at the national level: Wheat sector in Vojvodina and 

Raspberry sector in Sumadija and West Serbia Region. Behind this choice stands a crucial effort to isolate 

the essential problems of commercially-oriented and market-integrated producers of wheat in Vojvodina. 

Additionally, our efforts were also put on the analysis of the main issues faced by the system of family 

farming in central Serbia (Raspberry Case Study - CS). Both sectors have specific challenges and inherent 

characteristics. Both sectors have specific challenges and inherent characteristics that may be useful in 

further generalization of the conclusions regarding available strategies related to avoiding and control of 

different forms of financial risks in agriculture today. 

In the first phase an analysis of various sources (policy documents and strategies, scientific articles, as well 

as public media and blogs) was performed. This analysis provides a general overview of both conditions and 

limitations that agricultural producers are exposed to, and gives the first indication of applied strategies 

aiming to control different sources of risks in agricultural practice. The aim of this document is to show the 

state regulation and policy towards the agricultural sector in general and to analyse the extent to which 

public policy creates more favourable conditions for agribusiness development in a changing environment. 

3 Media Content Analysis  - a short review 

Transition to the market economy and improvement of business strategies are generally based on the 

harmonization with the EU legislation and practice. Serbia is a small open economy, and agricultural sector 

risks and strategies are influenced by the broader conditions present at the global level. 

The performed analysis clearly shows that concepts and strategies applied in the practice are generally 

based on low risk awareness of agricultural producers and less developed individual risk control strategies 

based on the self-controlling practices. Instead, producers are trying to "share the risk with the 

state/government" or to address the main issues of risk control and sustainability to "the responsible policy 

maker" (both at the local and national level) and agricultural and rural policy measures applied in the 

practice. According to the media analysis, following approaches are applied in the practice:  

(1) Traditional approach comprising of measures directly applied in the farm practices:  

¶ Diversification on the farm- definition of wider scope of products produced at the farm. Recently, 

the strategy took in importance particularly if we have in mind environmental protecting policy 

context: Steady planting of wheat and other winter crops occurred since winter crops suffered 

almost no damage from the extreme drought of the previous years and even experienced higher 

yields;  

¶ Rural economy diversification - implementation of complementary activities of rural economy at 

the local level, such as tourism, trade and processing. 

(2) "The old story" - producers are still waiting for the strong state support, both in direct and indirect ways 

(role of the agricultural subsidies and market institutions): 

¶ The agricultural policy in Serbia is not governed properly as the policy measures are changing from 

the period to period, mainly depending on the policy decision makers. 
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¶ However, strong support to the development of the new risk control instruments / agricultural 

insurance and price hedging based on the derivative instruments is evident aiming at building of 

market institutions that could help agricultural producers to cope with wide range of risks. 

(3) Agricultural and rural development policy measures applied at the local level are oriented toward 

improvement of management quality and skills (training, education and innovations).  

The main findings directly related to the agricultural policy and regulatory environment, as well as to the 

market conditions, connected with selected sectors and products, are listed below. 

Regulation and Policy: Basic subsidies for plant production - the minimum subsidy for plant production is 

around 50 Euro per ha. According to the rulebook, this type of subsidy could be claimed once a year and it 

applied to all plant species. Subsidies for investments in  agriculture,  including the subsidies for new  

perennial fruit with  a  view  to  improving  competitiveness  and achieving quality standards - the  aim  of  

this  subsidy  was  to  improve  the  competitiveness  of  agricultural  producers  in primary production and 

processing. The subsidies amounted to 30 % of the investment value, 45 % in areas with difficult farming 

conditions. The maximum  amount  a  beneficiary  could  receive  was  2  million  RSD,  with  defined  

minimum amounts relative to cost (soil preparation and planting, chemical and mechanical analysis of soil). 

The subsidies for  investments in  primary   agricultural   production covered   the   following: procuring  

new  mechanisation  and  equipment  for  primary  agricultural  production and investing  in  raising  the  

yield  and  the  quality  of  crops.  Investments in fruit sector included  subsidies  on  the programmes  

focusing  on  new  intensive  plantations  using  contemporary  fruit growing  technology  with  trellises,  

and  soil  preparation  for  new  plantations.  In addition to the costs, subsidised land areas were also 

limited.  Berry fruit of 0.3-5 ha were subsidised. The maximum  amount  per  subsidy  was  2  million  RSD,  

except  the case of  building cold  storages (5 million RSD). 

Inputs: The input subsidy on fuel granted producers purchasing for production inputs, calculated per litre of 

purchased fuel.  Registered  farms  were  entitled  to  120  litres  of  fuel  per  hectare,  at  50 RSD per litre of 

fuel (provided if they had met legal requirements).  

Finance and risk management: Input subsidy on the crop production insurance premiums - the total input 

subsidy was 40 % of the paid insurance premium. Subsidies for investments in  agriculture  with  a  view  to  

improving  competitiveness  and achieving quality standards - the  aim  of  this  subsidy  was  to  improve  

the  competitiveness  of  agricultural  producers  in primary production and processing. Investments - 

analyses show unfavourable agricultural credit conditions, which are not in accordance with its role and its 

importance for the sector development. Main obstacles to a higher use of loans are seen as follows: the 

instability and uncertainty of the agricultural and food production, unsafe placement of unknown prices of 

agricultural crops in the torque delivery and inconsistent agricultural policy measures. Other factors add to 

the limiting factor for greater investments in agriculture and a low rate of return of agricultural production, 

which is limited by low yields, low productivity, and price disparity. It is necessary to introduce coordinated 

activities of all state authorities, which would allow the reduction of the political, institutional and financial 

risks. Therefore, existing mechanisms for micro and macro agricultural finance in Serbia are not adequate 

and should be changed. 

Socio-demographic: Coping with farming decline: ageing and farmer's renewal and position of the young 

farmers. 

Ecological: Subsidies for sustainable rural development are achieved through subsidies for organic 

production and on plant and animal genetic resource preservation. The subsidies for organic production are 

paid for organic plant production and input subsidies on fuel for organic production. These   subsidies   are   
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40   %   higher   than   those   for   conventional production.  They  were  intended  for  producers  whose  

production  was  undergoing  conversion, for  producers  who  have  finalised  conversion  and  were  in  the  

process  of certification. The relevance of climate change is also important topic discussed at scientific, 

public and policy level. 

Socio-Institutional: Input subsidies on the cost of storage in public warehouses were introduced to allow for 

the  full  implementation  of  the  Law  on  Public Warehouses for  Agricultural  Products  and  to  allow 

producers  to  sell  their  products  at  the  most  convenient  moment  while  incurring  the  lowest possible  

costs.  The  right  to  input  subsidies  on  the  cost  of  storage  in  public warehouses was granted for the 

entire month as of the date of the stock record, or for maximum six months. The  input  was  40  %  of  

storage  costs  for  up  to  2,000  tons  of  stored  wheat  and/or  maize (corn). Advisory and technical 

services improvements in agriculture (scientific  research,  development  and  innovative  projects  in  

agriculture through  agricultural  measures  and  actions,  advanced  professional training and upgrading 

human resources). 

Technological: The subsidies for  improvement  of  the  rural  economy  through  introduction and 

certification  of  systems  for  food  safety  and  food  quality,  organic  products  and  products  with 

geographical indication. The subsidies are envisaged  as  partial  reimbursement  of  the  cost  of  

introduction  of  and certification  for  internationally  accepted  standards  such  as  ISO  22000,  FSSC  

22000,  BRC,  IFS and  GOST-R.  The  cost  of  introduction  and  certification  in  accordance  with  the  

GLOBAL  G.A.P. standard  and  specific  standards  such  as  HALAL  and  KOSHER  was  also  reimbursed.  

Regarding creating  added  value  for  products,  the  aim  was  to  encourage  the  certification  of  food  

and agricultural products with geographical indication and certification of organic products. 

Demand: Bakery companies at national level strongly support the sector development. They absorb more 

than 50 % of total production and produce higher value added products both for the national and 

international markets. Changes present in the area of health food production (whole grain products) might 

influence the production structure in the future related to crop varieties. On the other side, raspberry is 

high value added product with potential health improvement properties (good structure of antioxidance). 

Broader context of media analysis was presented in a separate document (WP1 - TASK 1.1 - Subtask 1.1.3: 

MEDIA CONTENT ANALYSIS). Market strategies of farmers are highly influenced by agricultural policy 

measures aiming to create the adequate business environment and help farmers to avoid/control different 

risks. The framework of policy applied in the practice in the chosen sectors in Serbia is analysed below. In 

addition to the specific characteristics of the policy pursued in selected sectors, the general policy 

framework was analysed first, giving the overview of the most important measures of agricultural support 

applied in our practice. The period 2000-2015 is covered with a specific emphasize on current state support 

to the agricultural sector development in Serbia. 
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4 Rural population and its structure as a particular 
problem  

A particularly important issue in agriculture is the labour force and its characteristics. The rural areas are 

generally characterized by depopulation process and very pronounced emigration process. These are the 

two components of the demographic virtually "empty" Serbian villages, which is why one cannot speak of 

any natural renewal of rural population. Due to the economic conditions in large parts of Serbian rural 

areas, the reversible migration processes are almost impossible to expect.  

Rural population decreased for 10.9% in the period 2002-2011 (in 1.000 rural settlements there are less 

than 100 inhabitants - every fifth settlement is just to be vanished) (Fig.1). The worst situation is in the 

southern and eastern parts of the country where the population decrease is about 19% in that inter-census 

period. And only in Sumadija and West Serbia region rural population dominates with 52.6% in total 

population in the region.  

  

Figure 1.  Rural population growth in Serbia by districts, 1991-2011 

Source: SORS 

Such trends in population growth resulted with certain age structure of rural population in Serbia. 

Demographic analysis show that every fifth inhabitant of rural area in Serbia is older than 65 years (over the 

20% of total rural population belongs to the age group 65 and older and there is only 14% of young people, 

up to 14 years old). It is evident that the worst situation is in the southern and eastern parts of the country 

(depopulation process is the highest there).  
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Map 1. Age structure of the rural population in Serbia by districts, 2013  

Source: SORS 

 

Broken down by age cohort of household, there is very small share of young people (up to 35 years of age) 

and it is mostly in very small farms (up to 1 ha), only around 4%.  Considering large farms (over 50 ha), that 

share is considerably higher and amounts to 23%. Holders of agricultural units age of 65 years and more 

dominated in small size holdings (up to 5 ha) and their share ranges from 32-38%, while the share of the 

elderly as a carrier holding when it comes to large holdings (over 50 ha), is only around 4 %. 

For the rural area development quality of labour force is very important. In that context, the educational 

structure of rural population is one of the key variables.  In Serbia, education of rural population is not very 

encouraging (more than half of the rural population older than 15 years has primary education at the most) 

(Fig.2).  
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 Figure 2. Educational structure of rural population in Serbia by regions, 2013 

Source: SORS 

Comparing two regions, Vojvodina in the north and West Serbia and Sumadija region in the Central Serbia, 

it is evident that there is very small share of the high educated people in both regions (3-4% of total 

population older than 15 years). It is not very favourable situation.  

However, considerable disparities are evident considering the amount of the illiterate and those without 

primary education (not finished primary school): in Vojvodina there is 25.6% of total rural population and In 

West Serbia and Sumadija region that share is much higher, over 37%. Same trend of regional disparities is 

noticeable when analysed secondary education of rural population: in Vojvodina over 44% of rural 

population over 15 years has some kind of secondary education and in West Serbia and Sumadija region 

that share is quite lower, 35% 

 

5 The agricultural and rural development policy  

 

5.1 Agricultural and Rural Development Policy in Serbia: institutional framework 

 

The Agricultural and Rural Development Policy in Serbia has changed constantly.  Instability of agricultural 

policy is evident. From 2000 to the present, four characteristic stages have emerged: the first (2001-2003), 

with policy oriented towards price support for specifying agricultural crop (soybean, sunflower, sugar beet, 

wheat); the second (2004-2006), that abolishes price support and introduces support for investment; the 

third (2007-2008) that brings numerous non-market measures and puts more interest in rural 

development; the fourth (2008 forward), governed in the economic crisis conditions with absolute 

marginalization of specific measures aimed at quality improvement and support to areas with difficulties. 



27 
 

0

5000

10000

15000

20000

25000

30000

35000

40000

45000

50000

2004 2006 2008 2010 2012 2014 2016

m
il.

 R
S

D

0

1

2

3

4

5

6

7

Agricultural budget

Share in the total budget (%)

 

Figure 3.  Agricultural budget in Serbia (2004-2016) 

(Source: Own calculation based on the budgets regulations) 

Starting from the 2008 programs of agricultural sector support and regulations were changed and/or 

abolished several times (even in the same year) and payments to producers were delayed. It contributed to 

the creation of an unstable and unfavourable economic environment for agriculture.  

As a result, the agriculture budget varied in size (Figure 3), with clear indications of deviations in its 

structure from the EU model (Figure 4). Generally, trend of decreasing of budgetary expenditure for food 

sector and rural development in last five year exists. The largest part of the funds is still spent in direct 

support measures (mainly for input subsidies). Contrary, the environmental protection, improvement of 

quality standards and strengthening of the market chain, support to the marginal areas and small 

producers are totally ignored since the beginning of the economic crisis. 

An illustration / Changing policy environment:  

Facts: In 2015, the agricultural budget amounted to 24.3 billion RSD, which is about five billion less than in 

2014 when agriculture received almost 29 billion RSD. In 2013, the agricultural budget amounted to 31 

billion RSD.  

Explanation: "This reduction was a result of the proposal to subsidize agricultural holdings up to 20 

hectares, and not to provide subsidies for the issuance of state land lease." (Policy maker) 

Comments: "Agricultural policy makers emphasize that the new government should lead a new agricultural 

policy of Serbia - probably a new minister is going to build a new agricultural policy."  

(http://www.makroekonomija.org/0-branislav-gulan/buducnost-agrara-srbije-2016-i-deo/) 

"Subsidy funds should certainly increase, regardless of the form." (Producer) 

The general opinion is that it is necessary to improve the agricultural state support, but also to increase the 

resources intended for supporting agriculture. Subsidy funds should certainly increase, regardless of the 

form of support in order to improve agricultural production and to reduce rural poverty in Serbia. 

 

http://www.makroekonomija.org/0-branislav-gulan/buducnost-agrara-srbije-2016-i-deo/
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Figure 4.  Breakdown by budgetary support to agriculture by pillars in Serbia (2005-2013), mill EUR 

(SoǳǊŎŜΥ .ƻƎŘŀƴƻǾ ŀƴŘ wƻŘƛŏ όнлмпύΣ !ƎǊƛŎǳƭǘǳǊŜ ŀƴŘ wǳǊŀƭ tƻƭƛŎȅ ƛƴ {ŜǊōƛŀΣ ǇǊƛƴǘ ƛƴ ŜŘΦ ¢Φ ±ƻƭƪΣ 9Φ 9ǊƧŀǾŜŎ 

and K. Mortensen, Agricultural Policy and European Integration in South-eastern Europe, FAO, p. 162) 

In the year 2016 the policy measures are defined by the REGULATION 8/16 - THE DISTRIBUTION OF 

INCENTIVES IN AGRICULTURE AND RURAL DEVELOPMENT IN THE YEAR 2016 (Official gazette RS 8/16). The 

following measures are applied: 

(1) Law on Budget of the Republic of Serbia for the year 2016, the Ministry of Agriculture and 

Environmental Protection, Chapter 23.1 Fund to encourage the development of agricultural production in 

the Republic, 0103 Incentives Program in Agriculture and Rural Development, Function 420 Agriculture, 

forestry, hunting and fishing, Program activity / project 0005 credit support to agriculture, Economic 

Classification 451 - Subsidies for public non-financial enterprises and organizations (credit support - interest 

rate subsidies) were identified funds in the amount of 800 million RSD, which are allocated in accordance 

with this Regulation. 

 (2) Law on Budget of the Republic of Serbia for the year 2016, the Ministry of Agriculture and Environment, 

Chapter 23:10 Department of Agricultural Payments, 0103 Incentives Program in Agriculture and Rural 

Development, Function 420 Agriculture, forestry, hunting and fishing, Strand / project 0001 Direct 

payments, Economic Classification 451 - Subsidies for public non-financial enterprises and organizations 

(direct payments - basic incentives for crop production; payments for fuel and fertilizers; subsidies on 

insurance premiums for crops, fruits, nurseries and animals; incentives for genetic improvements in plant 

and animal production) were identified funds in the amount of 20,430,670,000 RSD, which are allocated in 

accordance with this Regulation. 

(3) Law on Budget of the Republic of Serbia for the year 2016, the Ministry of Agriculture and Environment, 

Chapter 23:10 Department of Agricultural Payments, 0103 Incentives Program in Agriculture and Rural 

Development, Function 420 Agriculture, forestry, hunting and fishing, Strand / project 0002 Mere Rural 

development, Economic Classification 451 - Subsidies for public non-financial enterprises and organizations 

(rural development measures - raising new perennial plantations of fruit trees, vines and hops; support for 

development of primary agricultural production; support to improve the quality of wine and brandy; 

labelling of food and wine; purchase of equipment in the sector of meat, milk, fruits, vegetables and grapes; 

organic production; conservation of plant and animal genetic resources; the promotion of economic 

activities in the countryside through support for non-agricultural activities; economic activity in terms of 
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adding value to agricultural products, as well as the introduction and certification of food safety and 

quality, organic products and products with geographical indications) determined the total funds in the 

amount of RSD 2,896,950,000, of which 2,296,950,000 RSD of budget funds and 600 million pounds of 

assets of financial assistance of the European Union for funding IPARD measures. Budget funds in the 

amount of RSD 2,296,950,000 shall be distributed in accordance with this Regulation until the funds 

financial assistance of the European Union for funding IPARD measures in the amount of 600,000,000 

distributed through public competition, in accordance with the special act - IPARD Programme. 

(4) Law on Budget of the Republic of Serbia for the year 2016, the Ministry of Agriculture and Environment, 

Chapter 23:10 Department of Agricultural Payments, 0103 Incentives Program in Agriculture and Rural 

Development, Function 420 Agriculture, forestry, hunting and fishing, Strand / project 0006 Special 

incentives, Economic Classification 451 - Subsidies for public non-financial enterprises and organizations 

(special incentives - implementation of incentives for scientific research, development and innovation 

projects through measures and actions of support promotional activities in agriculture) were identified 

funds in the amount of 233 million RSD, which are allocated in accordance with this Regulation. 

(5) Law on Budget of the Republic of Serbia for the year 2016, the Ministry of Agriculture and Environment, 

Chapter 23:10 Department of Agricultural Payments, 0103 Incentives Program in Agriculture and Rural 

Development, Function 420 Agriculture, forestry, hunting and fishing, Strand / project 4002 Support to the 

private sector for fruit, berries and berries in southern Serbia, Economic Classification 451 - Subsidies for 

public non-financial enterprises and organizations (Program Support Services for fruit and berries in 

southern Serbia - donation of the Kingdom of Denmark). The total funds are determined in the amount of 

110,001,000 RSD, of which 66 million RSD of budget funds and 44,001,000 RSD funds donated by the 

Government of the Kingdom of Denmark for the implementation of the program of support to the private 

sector for fruit, berries and berries in southern Serbia. Budget funds in the amount of 66 million RSD are 

allocated in accordance with this Regulation. 

Having in mind previously mentioned, different forms of direct payments are overrepresented in the total 

payments for agricultural and rural development in Serbia. 
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Figure 5.  The distribution of incentives in agriculture and rural development in the year 2016 

Source (Official gazette RS 8/16) 



30 
 

Additionally, the total sum of public support to agricultural and rural development in the year 2016 includes 

also the unpaid obligations (outstanding liabilities) from the previous year. The existence of this category 

clearly indicates that subsidies are paid irregularly and their dynamics often don't correspond to the official 

contracts that farmers hold with the Agency for Agricultural Payments. 
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Figure 6.  Outstanding liabilities 2015 and support in 2016. 

Source (Official gazette RS 8/16) 

CƛƴŀƭƭȅΣ ǘƘŜ ōŀǎƛŎ ŘŜǾŜƭƻǇƳŜƴǘŀƭ ŦǊŀƳŜǿƻǊƪ ƛǎ ŘŜŦƛƴŜŘ ōȅ ǘƘŜ άǳƳōǊŜƭƭŀέ ƻŦ ƴŀǘƛƻƴŀƭ ǎǘǊŀǘŜƎƛŎ ŘƻŎǳƳŜƴǘǎ 

such as the National Program for EU Integration of Serbia, the Strategy of Poverty Reduction of Serbia, the 

National Sustainable Development Strategy, the National Economic Development Strategy, etc. The 

majority of these strategic documents stress the significance of agriculture and rural areas for the Serbian 

ŜŎƻƴƻƳȅ ŀƴŘ ŦƻǊ ǘƘŜ ǇǊŜǎŜǊǾŀǘƛƻƴ ƻŦ ǘƘŜ ƴŀǘǳǊŀƭ ŜƴǾƛǊƻƴƳŜƴǘΦ ¢ƘŜ ǎŜŎǘƻǊΩǎ ƪŜȅ ǎǘǊŀǘŜƎƛŎ ŘƻŎǳƳŜƴǘ ςThe 

Strategy of Agriculture Development ςwas adopted in 2005. Following the first strategic document in the 

agricultural sector, the Strategy of Agriculture and Rural Development for the 2014-2024 period was 

adopted in 2014, as well as the National Development Programme for Agriculture and Rural Areas. The 

establishment of the Directorate for Agrarian Payments (the Paying Agency for IPARD and later the EU CAP) 

is going to contribute to transparency and accountability of the agricultural system support in the future. 

 

An illustration: The important topics on agriculture policy discussed in media in 2015-2016: 

ü Introduction of the Law on pre-sowing financing: increase in potential for credit financing 

ü Changes to the Law on Agricultural Land: flexible lease market (small and medium sized farmers 

allowed to lease additional 20ha), free-of-charge lease of land not used for 3 or more years, 

introduction of the possibility for long term (up to 30 years) lease of state-owned land, increase in fines 

for inefficient land management by municipalities 

ü New Decree on Subsidies for Plant Production: decline in the area payments from RSD 12 thousand per 

ha, to RSD 4 thousand (2 thousand per ha + RSD 2 thousand per ha for fertilizers) 

ü Introduction of the Payment Agency, which should facilitate disbursement of IPARD funds. 
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DŜƴŜǊŀƭƭȅΣ {ŜǊōƛŀΩǎ ŀƎǊƛŎǳƭǘǳǊŀƭ ǇƻƭƛŎȅ Ƴƻǎǘƭȅ ŦƻŎǳǎŜǎ ƻƴ ǘƘŜ ƛƴǇǳǘ ǎǳōsidies, output area and animal 

payments, while the share of rural development programmes in the total spending declined considerably 

(from 44% in 2006 to 7% in 2013), although these programmes are crucial for promotion of investments 

and farms restructuring, aimed at increasing productivity. 

Although the relative amount of public spending on agriculture in Serbia is not low, due to difference in 

relative prices and the size of GDP, the absolute amount of public spending on agri-sector per hectare of 

utilized agriculture are in Serbia (69 EUR/Ha) is considerably lower than the EU-27 average (476 EUR/Ha), as 

well then in some of the countries comparable in terms of size and development, such as Croatia (379 

EUR/Ha) and FYR of Macedonia (148 EUR/Ha). At the same time, public spending on agri-sector in Serbia, 

per hectare of utilized land is considerably higher than in Bosnia and Herzegovina and Albania, being close 

to the amount in Montenegro (Figure 2).  

This suggests that public spending for support to agri-sector in Serbia is sufficient to maintain 

competitiveness of Serbian farmers in the CEFTA region1, but not in the European market, since the support 

is lower, while through implementation of the Stabilization and Association Agreement, Serbia has almost 

fully liberalized its agri-sector market with respect to the farmers and companies from the EU member 

states. 

 

 

 

 
Figure 7.  Public Spending on Agri-Sector, EUR/Ha of utilized agriculture area 

Source: Agricultural Policy and European Integration in South-eastern Europe, FAO; Budapest, 2014. 

 

Additional problem with regards to agriculture policy in Serbia relates to volatility and unpredictability of 

the support programs. Namely, the total budget allocation to agriculture support programmes has been 

considerably varying, so the total allocation in 2016 was by almost 30% lower than in 2012. At the same 

time, the forms and amounts of state support have changed several times in the last few years, while even 

within the programs, eligibility criteria and the amounts of support were subject to continuous changes 

(e.g. area payments in 2016 are scaled down from RSD 6 thousand to RSD 2 thousand per hectare). 

                                                           
1 Central European Free Trade Agreement (Albania, Bosnia and Herzegovina, Kosovo* (in line with UNSC 1244 and the 
ICJ Opinion on the Kosovo declaration of independence), Montenegro, Moldova and Serbia). 
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Frequent changes to the agri-sector support programmes have negative implications on long-term planning 

and investments in farms and food processing. 

Lƴ ŀŘŘƛǘƛƻƴ ǘƻ ǘƘŜ ƛǎǎǳŜ ǿƛǘƘ ǘƘŜ ǘƻǘŀƭ ŀƳƻǳƴǘ ƻŦ ǎǳǇǇƻǊǘ ŀƴŘ ƛǘǎ ǾƻƭŀǘƛƭƛǘȅΣ {ŜǊōƛŀΩǎ ǎǘŀǘŜ ǎǳǇǇƻǊǘ ǎŎƘŜƳŜ ǘƻ 

agriculture features has unfavourable structure. Namely, the area and animal payments account for 60% of 

total spending, input subsidies take 20%, producer subsidies - 15%, while the spending on general services 

related to extensions, research, animal breeding, plant and animal health, soil fertility control and border 

control, account for only 1-2% of the total spending. This suggests that the structure of the agri-sector 

support scheme is not designed in productivity-enhancing manner, since almost 80% of the support (area 

ŀƴŘ ŀƴƛƳŀƭ ǇŀȅƳŜƴǘǎ ŀƴŘ ƛƴǇǳǘ ǎǳōǎƛŘƛŜǎύ άǊŜǿŀǊŘέ ŜȄǘŜƴǎƛǾŜ ǳǎŜ of inputs, instead of promoting their 

productive use. 

Performances of state support schemes for agri-sector in Serbia are also affected by the design and 

efficiency of the administrative process related to application for funds and their allocation. For instance, 

the Farm Payment Agency (FPA) is still lacking the capacities for efficient registration and processing of 

large number of applications.  In addition, some households are crowded out by the eligibility criteria for 

registration with the FPA (which have been changed several times in the past) ς e.g. access to rural 

households is available only to farmers with the age below 65, at the same time being conditional on full 

payment of contributions to the Pension Fund, although many farmers do not participate in the pension 

insurance scheme.  

 

5.2 Agricultural policy in Serbia: impact of the EU accession process 

 

Approximately 40% of the Acquis Communitaire relates to agriculture, rural development and related 

topics, which is why the related programmes account for the large share of the EU budget. Therefore, EU 

accession process has a considerable impact on the agriculture policy of the country striving to join the EU. 

In that respect, negotiations on the Chapter 11 (Agriculture and rural development), Chapter 12 (Fishery) 

and Chapter 13 (Food safety), shall trigger substantial reforms in terms of: i) legal reform aimed at 

harmonization with the Common Agriculture Policy (CAP), especially with regards to direct payments, 

common market, rural development and financial rules; ii) Development of implementation capacities, 

which implies reform of the institutions in charge for implementation, and in some cases formation of the 

new institutions; iii) Economic reforms aimed at improving competitiveness of the agriculture and food 

processing chain, and improving the capacities of rural households to earn alternative income.  

Through the EU accession process the future member state is preparing to be able to implement all the CAP 

elements after joining the EU, which means that the country may opt/negotiate on the speed of 

harmonization before the formal accession occurs. 

In order to facilitate the reform of agriculture policies and its harmonization with the CAP, the EU provides 

Instruments for Pre-Accession Rural Development (IPARD) funds to the pre-accession countries, which is a 

ŘƛǊŜŎǘ ǿŀȅ ƻŦ ƛƴŦƭǳŜƴŎŜ ƻŦ ǘƘŜ 9¦ ŀŎŎŜǎǎƛƻƴ ǇǊƻŎŜǎǎ ƻƴ ǘƘŜ ŀƎǊƛŎǳƭǘǳǊŜ ǎŜŎǘƻǊ ƛƴ {ŜǊōƛŀΦ /ƻǳƴǘǊȅΩǎ 

performance in terms of implementation of the IPARD program is at the same time perceived as the test 

for its capabilities to undertake all obligations and comply with the CAP. Main objectives of the IPARD 

programmes are:  
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ü Improvement of competitiveness of the agriculture and food sector, its restructuring and 

modernization; 

ü Assistance with implementation of the veterinary, phytosanitary, food safety and environmental 

standards stipulated by the EU legislation; 

ü Support to organic farming and environmental-friendly practices in agriculture, aimed at enhancing 

sustainability of land management 

ü Supporting the rural development, by means of diversification of economic activities in rural areas 

and strengthening the link between the rural economy and development actions - LEADER approach 

(Liaison Entre Actions de Development de l'Économie Rural)  

ü Supporting development of capacities for efficient implementation, monitoring, evaluation, and 

publicity of the programmes. 

 

The total IPARD assistance to Serbia from 2014 to 2020 shall amount to EUR 175 million, divided into six 

components (Table 5), the vast part ƻŦ ŦǳƴŘǎ ōŜƛƴƎ ŀƭƭƻŎŀǘŜŘ ǘƻ ƛƴǾŜǎǘƳŜƴǘ ƛƴ ŦŀǊƳŜǊǎΩ ǇƘȅǎƛŎŀƭ ŀǎǎŜǘǎ ŀƴŘ 

investment in physical assets related to marketing and processing of agri-sector products. These 

programmes should be co-financed from the national budget (EUR 54.9 million), so the total amount to be 

available for implementation of IPARD programme in this period shall amount to EUR 229.9 million (0.8% of 

GDP).   

Table 5:  IPARD programme for Serbia, 2014-2020 (EUR million) 

EU budget

National 

budget Total

Investment in farmers' physical assets 76.0 25.3 101.3

Investment in physical assets related to marketing and 

processing of agri-sector products 62.2 20.7 82.9

Agri-environment-climate and organic farming measure 8.8 1.5 10.3

Implementation of local development strategies 5.3 0.6 5.9

Farm diversification and business assistance 17.5 5.8 23.3

Technical assistance 5.3 0.9 6.2

TOTAL 175.0 54.9 229.9 
Source: Republic of Serbia IPARD Programme 2014-2020, Ministry of Agriculture and Environment Protection 

 

Lt!w5 ǇǊƻƎǊŀƳƳŜǎ Ƴŀȅ Ǉƭŀȅ ƛƳǇƻǊǘŀƴǘ ǊƻƭŜ ƛƴ ƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƻŦ {ŜǊōƛŀΩǎ ŀƎǊƛŎǳƭǘǳǊŜ 

sector, because it implies effective increase in the total financial support to the agriculture sector by 

approximately 0.1% of GDP every year, which means effective increase in state support to agriculture by 

approx. 10%. Additional benefit comes from the fact that the IPARD programmes are targeted to some of 

ǘƘŜ ƪŜȅ ōƻǘǘƭŜƴŜŎƪǎ ƻŦ {ŜǊōƛŀΩǎ agriculture, such as modernization of equipment, farm diversification, etc. 

Although IPARD funds should be available in the period 2014-2020, their effective use has not started by 

the end of 2016, due to technical and organizational issues with regards to implementation. In order to use 

this opportunity effectively, Serbia would need to reinforce activities related to development of 

institutional capacities for implementation of IPARD programme.  
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5.3 Determinants of financial position of farms in Serbia ς econometric analysis 
by sectors 

 
The following econometric analysis of financial position and performance of farms in Serbia is based on 

panel data models. The estimation is conducted for sectors of cereals and fruit growing in period 2014-

2015 (the structure of samples by sectors and regions is presented in Table 1). 

Table 6:  Structure of farm samples in Serbia by sectors, 2014-2015 

Sector Number of farms 

Vojvodina Central Serbia Total Total panel observations 
(2014-2015) 

Cereals 220 99 319 638 

Fruit 14 40 54 108 

 
The following variables are used as potential factors of financial position of farms In each observed sector: 

(1) total output (SE131), total intermediate consumption (SE275), balance of subsidies and taxes (SE600), 

depreciation (SE360) and total external factors value (SE 365). The choice of mentioned factors is 

determined by the availability of data on sector level. Initial panel data model is of the following form:  

 

itititititittiit uEFDeprSubICTONI ++++++++= 543221 bbbbblmb  ;   

i = 1, ..., N͞ ;  t = 1, 2,..., T          

 
where: N  ͞ς number of farms in sector ͞; t ς observed year, NIit ς dependent variable (Farm net income), 
TOit,  ICit,  Subit, Deprit and EFit ςtotal output, total intermediate consumption, balance of subsidies and 
taxes, depreciation and total external factors value of farm i in year t, respectively. Error term of panel data 
model is denoted as uit, whereas imare tl representing individual (farm) and time effects. Differences in 

farm income across farms are captured by individual effects, whereas its time dynamics by time effects. 

 
Since regressors in observed model are in fact components of farm net income (dependent variable) and 
these regressors themselves could also be correlated, high multicollinearity problem could be expected. 
Consequently, the effects of regressors would not be estimated separately.2 The mentioned problem is 
confirmed in the model of crop farming using usual econometric criteria.3 According to these criteria, 
potential sources of multicolinearity problem in panel data model are two regressors: intermediate 
consumption and external factors value. Following the results of further analysis (Variance inflation factor), 
variable intermediate consumption is dropped from the model as the most important source of 
multicollinearity (correlation matrix and partial correlation coefficients are presented in Table 2, Column 
(7)). 
 
 
 

                                                           
2 For instance, regression coefficient of one determinant (e.g. intermediate consumption) may contain the effect of 
some other determinant in the model (e.g. external factors value) if the two determinant are highly correlated. Then, 
regression coefficient estimates depend on exclusion of some regressors from the model (their sign and significance 
could change).  
3 For instance, Variance inflation factor (VIF), preliminary correlation analysis (correlation matrix in Table 2), auxiliary 
regression of each regressor on other regressors, etc.).  
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Table 7:  Correlation analysis 

Correlation matrix Partial corr. coefficient 
(p-value) 

 IN TO Sub IC Depr EF  
IN 1.0000  
TO 0.7351 1.0000  
Sub 0.1496 0.2679 1.0000  
IC 0.3807 0.8946 0.3521 1.0000  
Depr 0.2518 0.6575 0.2157 0.6753 1.0000  
EF 0.3762 0.8756 0.2515 0.9151 0.6468 1.0000  

 
 
 0.9323 (0.000) 
-0.0572 (0.150) 
 
-0.8324 (0.000) 
-0.5167  (0.000) 

 
 
In order to choose the appropriate specification and estimation method, several tests are conducted and 
some of the results are presented in Table 8. 

 

Table 8:  Testing results  

Test Test statistics 

 Breusch-Pagan heteroscedasticity 
test  
  (pooled model) 

277.64     (p-value = 0.000)  
 

Individual effects:  
  F test  (fixed effects model) 
 

    3.78     (p-value = 0.000) 

BP ͭ ͔ͫͭ όǊŀƴŘƻƳ ŜŦŦŜŎǘǎ  ƳƻŘŜƭύ 
Honda test (random effects model) 

   49.53    (p-value = 0.000) 
     7.04    (p-value = 0.000) 

Hausman robust misspecification 
test 

58.244    (p-value = 0.000) 

 

Test results indicate that pooled model is not appropriate since it produces inefficient estimates of 
regression parameters due to heteroscedasticity problem as well as due to significant individual effects. 
Tests for individual effects confirmed significant variability of intercept term across individuals (farms), and 
hence these effects have to be encompassed by panel data model. Moreover, Hausman misspecification 
test indicate that individual effects could be treated as fixed. Since heteroscedasticity also exists in fixed 
effects model, robust version of Hausman test is used. As the analysis is based on only two-year period (as 
a minimum for panel data analysis), time effect is included in model as fixed parameter. Results of 
alternative fixed effects specifications with robust standard errors are presented in Table 9.4 

Along with the effects of regressors on farm net profit in crops farming, the starting model (1) also captures 
different impacts of those factors in two regions (Vojvodina and Central Serbia), and changes in these 
effects over time. Namely, relevant interactions for regions are included (TO_r, Sub_r, Depr_r, EF_r), as well 
as interactions of the regressors over time (TO_15, Sub_15, Depr_15, EF_15). Estimation results indicates 
that there are no significant differences across regions and over time in each determinant effects on farm 
net income (e.g. insignificant regression coefficient of interaction TO_15 is -0.026, which is the slope 
change in 2015). Model (2), including only interactions across regions, also indicates insignificant 
differences in determinants effects on net profit between two regions. Therefore, final results imply the 
same effects of regressors on dependent variable over time and across the regions. According to the final 
model (Table 9, model (3)), three of four determinants have significant impact on net income. Expected 

                                                           
4 Due to heteroscedasticity problem even in fixed individual effect model, the estimation of robust standard errors is 
needed. 
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influence of subventions on net income in crop farming is positive, which is confirmed by estimation result 
(regression coefficient 0.322), but that impact is not significant.  

 

 Table 9: Fixed effects specifications - estimation results 

Dependent variable: farm net income in crop farming sector 
 Fixed effects model with robust standard errors 

Regressor (1)  (2)  (3)  

TO    0.984*** 0.998***  1.004***    

Sub    0 .852 ** 0.259*  0.323    

Depr   -0.824*** -0.965*** -0.736***    

EF   -2.118*** -1.836*** -1.829*** 

TO_r    0.043    0.006  

Sub_r    0.209    0.763  

Depr_r    0.288    0.451  

EF_r    0.109    0.111  

TO_15   -0.026      

Sub_15    0.759      

Depr_15   -0.149      

EF_15    0.371      

d_2015 -269499.30** -170651.9** -195158** 

Constant  -2080525.00*** -2170863*** -2226104*** 

R2 0.838 0.817 0.802 

F test 338.84*** 466.67*** 223.94*** 

***, ** and * significant at 1%, 5% and 10% significance level, respectively. 

 

Panel data specification defined in cereals sector is also used in estimation of the farm net income 

determinants in fruit growing sector. Similarly to the model in crop farming, the results in this sector also 

indicate the multicolinearity problem and the main sources of high multicolinearity are intermediate 

consumption and external factors value. According to VIF criteria, external factors value variable is dropped 

from the model. This also coincides with the fact that the fruit growing is a sector in which the external 

factors value effects (particularly, rent paid) is not expected. 

 
Table 10:  Correlation analysis 

Correlation matrix Partial corr. coefficient 
(p-value) 

 IN TO Sub IC Depr EF  
IN 1.0000  
TO 0.5302  1.0000  
Sub 0.0531  0.4763 1.0000  
IC 0.1211  0.7348 0.7828 1.0000  
Depr -0.7011 0.1680 0.2369 0.2765 1.0000  
EF 0.1166 0.7520  0.6825 0.8313 0.319 1.0000 

 
 
 0.9772 (0.000) 
 0.6132 (0.000) 
-0.8607 (0.000) 
-0.9836 (0.000) 

 

Starting with pooled, fixed and random effects models, panel data testing procedures are conducted and 

some of the results are presented in Table 11.   
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Table 11: Testing results  

Test Test statistics 

 Breusch-Pagan heteroscedasticity 
test  
  (pooled model) 

6.12     (p-value = 0,0134)  
 

Individual effects:  
  F test  (fixed effects model) 
 

    3.94    (p-value = 0,000) 

.t ͔ͭͫͭ όǊŀƴŘƻƳ ŜŦŦŜŎǘǎ ƳƻŘŜƭύ 
Honda test (random effects model) 

   12.90    (p-value = 0,000) 
     3.59    (p-value = 0,000) 

Hausman robust misspecification 
test 

9.760    (p-value = 0,0447) 

 

All tests indicate significant individual (farm) effects, i.e. intercept variability across farms, and 

heteroscedasticity problem as well. According to the Hausman robust test result, final model is in the form 

of fixed effects with robust standard errors (estimation results are given in Table 12).  

Table 12: Fixed effects specifications - estimation results 

Dependent variable: farm net income in fruit growing 
 Fixed effects model with robust standard errors 

Regressor      (1)       (2) 

TO  1.0710***   1.0441*** 

Sub  0.9497      0.7637** 

Depr -1.0156***    -1.0019*** 

IC -1.6746***     -1.7234*** 

TO_r -0.18298 ***   0.1263** 

Sub_r -0.4787   

Depr_r  0.01507     

IC_r  0.7176*  

TO_15 -0.0249     

Sub_15  0.3652    

Depr_15  0.0311    

IC_15  0.0963  

d_2015 30075.22    134704.8** 

Constant -88468.08    397935.0* 

R2  0.9785                                         0.9719 

F test  6867.56*** 19743.33*** 

***, ** and * significant at 1%, 5% and 10% significance level, respectively. 

 

The results of estimation and testing procedure in fruit growing indicates there are no significant different 

determinant effects in two years (insignificant regression coefficient of interaction variables (TO_15, 

Sub_15, Depr_15, EF_15). Hence, these interactions are dropped from the further estimation procedure. 

According to the final estimation results of fixed effects model with robust (Table 12, model (2)), there is 

significant positive impact of total output of fruit growing farms and this effect on net income is less in 

farms of Vojvodina than in Central Serbia (regresion coefficient of variable TO in Vojvodina: 1,0441 and in 

Central Serbia is: 1,0441+0,1263=1.1704, significant on 1% and 5% level, respectively). The effects of 

subventions are also positive and significant at 1% significance level. 
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6 Serbia Case Study A: Wheat production in Vojvodina 
Region 

 

6.1 Case study introduction 

The value of agricultural production in Serbia has been led by plant production, with a multi annual average 

of around 68%. Exports are dominated by cereals (17.3 %), and followed by fruit (17.1 %). Vojvodina is a 

NUTS3 region, a distinct political and administrative entity, and take place in the north part of Serbia, 

comprising 28% of the total land area of Serbia and 26% of the total population. This is predominantly rural 

area with fertile arable land and intensive agricultural production. Most of farms are small, with an average 

size up to 10 ha. The farmers are mainly land owners and the biggest farms with an over 100 ha, are rare 

and usually corporately owned.  

 

Map 2. Wheat production (t) and shown area (ha) in Serbia, 2015. 

Source: SORS database 

Wheat is a strategic product in Serbia - it is used as a main raw material in bakery industry, whose products 

are widely used in human nutrition. There are large fluctuations in wheat yields per ha and areas sowed 

with wheat by individual years. They are caused by the weather conditions in individual years and 

consequently the stock prices. In spite of the seasonal fluctuations in wheat production, wheat is one of the 

major agricultural crops in Serbia. 

High volatility in terms of yields may be the consequence of weak implementation of the agro-technical 

measures and low irrigation rate. Namely, out of the total arable area in Serbia of 3.3 million hectares, only 



39 
 

86 thousand hectares is irrigated, so the irrigation rate of 2.6% is by more than two times lower than the 

average irrigation rate in the Eastern Europe (5.4%) and by 3.5 times lower than the Europe average (9.3%). 

Lower irrigation rate in Serbia is not the consequence of lack of water, but rather the consequence of 

underinvestment in irrigation systems, due to domination of other (non-investment) subsidies programmes 

in public spending on agriculture. 

Table 13:  Agricultural land, arable land and irrigation area (1,000 ha) 

Region Agricultural area 
Arable 
land Irrigation area 

Irrigation area / 
Arable land 

Serbia 5069 3299 56 2,60% 

Eastern Europe 314100 194118 10458 5,40% 

Europe 469910 277141 25880 9,30% 
Source: FAO database 

Volatility of the total production of wheat is slightly higher than the yields volatility, suggesting that also 

changes to the amount of land planted with wheat contributes to high volatility of wheat production. This 

may be due to shift to production of other crops, but also due to relatively low land utilization rate. 

Namely, according to the estimates, approx. 400 thousand hectares of agricultural land in Serbia is not 

planted. This is often due to unresolved ownership rights (e.g. due to long lasting inheritance processes, 

out-of-dated land registry, etc.), but also due to low direct costs related to ownership over land (low 

property tax and low income tax on incomes from farming). 

  

Wheat producers: 

1. Family agricultural 

holdings

2. Companies and 

agricultural 

cooperatives

State commodity 

strategic reserves 

Milling industry

Wheat wholesalers

Production: 

1. bread, fresh pastry and 

biscuits

2. pasta, noodles and 
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products

Import

Export

 

Graph 2. Wheat value chain in Serbia 

/ǊƻǇ ǇǊƻŘǳŎǘƛƻƴ ǇǊŜŘƻƳƛƴŀǘŜǎ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ǊŜƎƛƻƴΩǎ ŦŜǊǘƛƭŜ ǎƻƛƭǎΣ ƎƻƻŘ ƎǊƻǿƛƴƎ ŎƻƴŘƛǘƛƻƴǎΣ ŀƴŘ ƘƛƎƘ 

proportion of arable land (82.3% of land area). Producers in this region are more market-oriented than in 

the other regions. There is developed of certain vertical product integration between farm owners and 

agricultural production on one side, food industry on the other side and grain merchants, transporters and 

retailers between them. 
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Given the capacities, better technical equipment, significantly higher average yield, the target population 

are farmers with high capital requirements. They are high capital- intensive producers with more than 

100ha, which have more than 50% of observed market.  They shape the current wheat supply chain, have 

possibility to invest in the production process and the acquisition of new equipment and technology. They 

might be able to trade on the exchange or use different risk management tools. On the other hand, 

although these are big market players, there are number of issues regarding finance and credit. 

There are two types of wheat producers in the Republic of Serbia ς individual producers, i.e. family 

agricultural holdings, and companies and agricultural cooperatives. Areas sowed with wheat and the yields 

differ considerably between these two types of producers. Proportion of each of these two types of 

producers is different in the northern and the southern parts of Serbia. Figure 8 shows the total wheat 

production in tons.  

 

Figure 8. Wheat production in the period 2006-2016 

Source: SORS and own calculations 

There are large fluctuations in wheat production and yields due to many factors. In spite of these 

fluctuations, some regularity can be noticed. Companies and agricultural cooperatives produced 21% to 

24% of the total wheat yields in Serbia. In the northern parts of Serbia their share accounted for 33% to 

37%, and in the southern parts of the country it accounted for 1% to 6%. This clearly indicates that family 

agricultural holdings are the major wheat producers, especially in the southern parts of Serbia. Weather 

conditions in 2013 were very favourable for agricultural production. According to the SORS data, the total 

wheat yield in 2013 was 2,678 thousand tons, which is by 40.2% higher than in 2012, or by 36.3% above the 

ten-year average. This is because a larger area was sowed with wheat, by almost 17%, and the yields were 

higher, by almost 20%. Average yields per hectare obtained by companies and agricultural cooperatives 

were by 32% to 43% higher relative to family agricultural holdings. Generally, wheat production yields in 

Serbia are considerably above the World average, by 10% to 30%, and, wheat production yields in Serbia 

exhibit high volatility. As for the production distribution by the region, yields per hectare are higher in the 

northern region than in the southern parts of Serbia, and this disproportion is especially noticeable in yields 

obtained by family agricultural holdings. This disproportion is less noticeable in yields obtained by 

companies in these two regions. The major wheat producers in Serbia are wheat producer association 

Vojvodina Agrar, MatiƧŜǾƛŏ /ƻƳǇŀƴȅΣ wŀŎŀ ½ǊŜƴƧŀƴƛƴ ŜǘŎΦ  



41 
 

The total number of farms in Serbia is 631.552, among which dominate small farms with less than 2 ha and 

very small share of large farms (the farms with more than 20 ha occupy only 3% of the total number of 

farms). The average economic size of agricultural holdings amounted to 5.939 euros (4.990 euros in the 

sector of private farms and 204.755 EUR in the sector of legal entities and entrepreneurs). The average 

economic size of agricultural holdings defines the dominant sector of family farms, given that this sector 

accounts for 99.5% of the total number of farms in Serbia. According to Eurostat, the average economic size 

of agricultural holdings in EU-28 (data for 2010) amounted to 25.128 EUR, which is more than four times 

the value of this indicator for the Republic of Serbia 

This is the result of a historical process in the period after the Second World War, as well as the specific 

legal framework which concerned parcelling of land. Considering the ownership, the largest part of 

agricultural land in the Republic of Serbia is in the hands of small private possessors, while corporate 

ownership still is represented by very small share. 

The distribution of the total utilized agricultural area in Serbia reflects the mentioned structure of the 

agricultural sector: the agricultural households up to 2 ha take the biggest share in the total number of 

farms (over 45%), and it rapidly decreased towards bigger farms (less the 1% of the total number of the 

farms).  

 

Figure 9.  Agricultural holdings by the utilized agricultural area, 2015 

(Source: Statistical Year Book of the Republic of Serbia 2016, SORS, Belgrade, 2016)  

Such structure of the agricultural sector produced certain volume of agricultural production which 

fluctuated over the years caused by combination of natural and socio-economic factors. Such fluctuations 

in crop production in Serbia are not uncommon, and usually driven by some outside factors (unfavourable 

climate conditions, general uncertainty of production that farmers are faced with within our market is the 

consequences of the still undeveloped market mechanisms and the most often chosen strategy by 

individual producers ς the strategy of diminishing risk through diversification of production). 
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Figure 10.  Production trends of (a) wheat and (b) corn in Serbia in the period 1973-2013 

(Source: SORS, 1973-2014)  

However, the distribution of the production throughout the sectors remained about the same (about two-

thirds of the total production is plant production, and the remaining one-third is the livestock production).  

Analysing certain sectors during last few years, the change was more visible: crop production decreased, 

with only exception of the wheat production which had slight growth of 1.7% in the 2015, and significantly 

bigger growth in 2016 of 18.8%. In the 2015, only fruit sector increased by 2.3%, but analysing certain sort 

of fruit, raspberry production decreased in 2016 by 6.5%. 

Wheat market in Serbia is largely liberalized, and although there is not official commodity exchange, the 

prices are set on the basis of demand and supply. There has been noted a price disparity between wheat 

and its inputs, primarily NPK fertilizers and to a smaller extent fuel. Growing price disparity is reflected in 

ǊŜŘǳŎŜŘ ŀŎŎǳƳǳƭŀǘƛǾŜ ŀƴŘ ǊŜǇǊƻŘǳŎǘƛǾŜ ŎŀǇŀōƛƭƛǘȅ ƻŦ ǇǊƛǾŀǘŜ ŦŀǊƳŜǊǎ ό¢ƻƳƛŏ 5ŀƴƛƭƻΣ ±ƭŀƘƻǾƛŏ .ǊŀƴƛǎƭŀǾΣ 

aŀƪǎƛƳƻǾƛŏ .ǊŀƴƪŀΣ нлмлΣ tǊƛŎŜ tŀǊƛǘƛŜǎ ƻŦ /ƘƻǎŜƴ LƴǇǳǘǎ ŀƴŘ .ŀǎƛŎ !ƎǊƛŎǳƭǘǳǊŀƭ tǊƻŘǳŎǘǎ ƛƴ {ŜǊōƛŀΣ ~ƪƻƭŀ 

Biznisa, Vol. 47, No. 1, pp. 57 - 66). Widening price disparity between wheat and its inputs caused decline in 

ǿƘŜŀǘ ǇǊƻŘǳŎŜǊǎΩ ǇǊƻŦƛǘǎΦ {ƻƳŜ ǊŜǎŜŀǊŎƘ ǊŜǎǳƭǘǎ ǎƘƻǿŜŘ ǘƘŀǘ ŦŀƳƛƭȅ ŀƎǊƛŎǳƭǘǳǊŀƭ ƘƻƭŘƛƴƎǎ ǊŜǉǳŜǎǘŜŘ ȅƛŜƭŘǎ 

of 3.58 tons per hectare to cover only variable costs (government subsidies and incentives were excluded), 

and the profit-ōǊŜŀƪƛƴƎ Ǉƻƛƴǘ ǿŀǎ ŎǊŜŀǘŜŘ ŀǘ тΦру ǘƻƴǎ ǇŜǊ ƘŜŎǘŀǊŜΦ ό¢ƻŘƻǊƻǾƛŏ {ŀǑŀΣ CƛƭƛǇƻǾƛŏ bƛƪƻƭŀΣ нлмлΣ 

Economic Analysis of Wheat Production on Family Farms, Journal of Agricultural Science, Vol. 55, No. 1, pp. 

79 ς 87). The results of 2012 Census of Agriculture illustrate small accumulative capability of family 

agricultural holdings in producing wheat.  

Generally, favourable climatic and geographic conditions, as well as traditional production structure, make 

Serbia a self-sufficient in wheat produce. When yields are low (due to adverse weather conditions) the 

government often decides to impose temporary ban on export rather than import wheat. Table 15 shows 

the trends in amount and value of imported wheat in the period 2009-2012.  

Table 14:  Wheat import in the period 2009-2012  

 
2009 

 
2010 

 
2011 

 
2012 

 

Variety Tons 000 usd Tons 000 usd Tons 000 usd Tons 000 usd 

Spelt and meslin seed 33 14 142 117 537 426 1102 75 

Common wheat 52 13 448 105 58 19 246 71 

Durum wheat 340 133 87 70 125 92 220 135 

Durum wheat other 305 47 95 22 379 170 877 354 

Total 730 207 772 313 1089 709 246 1357 

Source: SORS 
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Wheat import in all analysed years was minor relative to domestic production, i.e. it accounted for 0.01% to 

0.13% of domestic production. A slight rise in wheat import was recorded in 2012 due to draught and poor 

yields. Experimental wheat varieties and durum wheat (in bordering areas) are usually imported.  

The Republic Directorate for Commodity Reserves plays a special role in Serbian wheat market. It 

intervenes in both supply and demand. The Directorate intervenes in supply when wheat supply is small 

and could cause wheat price skyrocket and jeopardize business operations of milling companies. End 

February 2012 the Republic Directorate for Commodity Reserves put 75,000 tons of 2011 wheat crop on 

the market, which accounted for 3.6% of the annual production. On the other hand, it intervened in 

demand in the period July-September 2012. Although they were willing to purchase 100,000 tons of wheat 

for the strategic reserves, turnout of sellers was poor, so the Directorate purchased a bit more than 16,000 

tons. Not many sellers were interested because the market price was higher than the price offered by the 

Directorate, due to poor 2012 crops. In 2012 the government purchased 0.84% of the annual crop 

(Commodity Exchange Novi Sad, 2012 Annual Report). Additionally, the Directorate for Commodity 

Reserves intervenes in wheat market by lending commercial wheat when supply is small. According to 2013 

lending conditions, borrowers should return the wheat by a proportion of 1.15 kg to 1 kg, after sowing.   

Table 15:  Milling industry production in the period 2010-2012 in tons 

Category 2010 2011 2012 

Production 790167 821663 776227 

Reserves 15713 18602 18642 

Sales 757538 793834 752057 

Source: SORS 

The major participants in wheat market are milling companies. They have strategic importance in wheat 

value chain because they are the first level of wheat processing. Many of these companies are vertically 

integrated and have their own primary production, silos, manufacturing capacities and trade infrastructure. 

Wheat is a dominant raw material in milling industry, but other crops are processed, too. Table 4 shows the 

level of production, stocks and sale in milling industry in the period 2010-2012.  

In the period 2010-2012 there were large fluctuations in the volume of production and sale of milling 

products due to changes in wheat supply and prices. Financial problems in Fidelinka, one of the major 

milling companies in Serbia, affected this sector of economy. Milling industry products are mostly inputs in 

production of food for humans, and to a lesser extent in fodder production. In spite of severe and 

fragmented competition in this industry (there is a mill in almost every town), several competitors stand 

ƻǳǘΥ 5ŀƴǳōƛǳǎΣ CƛŘŜƭƛƴƪŀΣ ¿ƛǘƪƻ .ŀőƪŀ ¢ƻǇƻƭŀΣ YƛƪƛƴŘǎƪƛ ƳƭƛƴΣ ¿ƛǘƻōŀőƪŀΣ ¿ƛǘƻǇǊƻƳŜǘΣ ŜǘŎΦ ¢ƘŜ ƳŀƧƻǊ ƳƛƭƭƛƴƎ 

industry customers are bakery companies, but also companies using flour to produce noodles, pasta and 

similar products. Much smaller portion of milling products is sold in retail stores to end users.   

Wheat wholesalers are especially important in wheat value chain. Wheat wholesalers are companies 

specialized for this activity, or vertically integrated companies with primary production, silos and wheat 

milling. They provide primary producers with funds, goods (seeds, fuel etc.) and expert advice on sowing, 

free of interest, and the primary producers are obliged to return the borrowed assets either in the form of 

harvested wheat or money, under the currency clause. Primary producer credit is thus eased. Competition 

in this segment of the value chain is strong because about 250 companies export wheat from Serbia, which 

is favourable for primary producers. The major wheat wholesalers in Serbia are: MK Comerce, Victoria 

Logistic, Grain International, Komzum Novi Sad, Agroglobe, Agratrading itd. Fluctuations in wheat prices 
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during one year, but also over different years, bring profit to the wholesalers in the domestic market. Table 

17 shows average annual wheat prices / 2002-2012.   

Table 16: Average wheat prices in the period 2002 ς 2012 in RSD/kg 

 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Wheat 6,87 8,19 6,96 7,51 9,14 11,06 15,22 9,8 12,34 18,05 21,59 

Source: SORS. 

Data presented in Table 17 show that there were large fluctuations in wheat prices in the period. There was 

a gradual rise in wheat price as of 2009, and at the end of 2012 it reached the maximum of RSD 21.6 per kg. 

This change in prices is due to different weather conditions in individual years, areas sowed with wheat, 

and the volume of export. Wheat wholesalers are one of the major distribution channels of domestic wheat 

to foreign markets. Table 18 shows the amount and value of wheat exports.  

Amount of exported wheat spanned a range between 206,780 tons and 427,179 tons. There were large 

fluctuations in wheat export which accounted for 10% of wheat production in 2009 to 26.2% in 2012. The 

value of wheat export spanned a range between USD 35,462 thousand and USD 97,626 thousand. Wheat is 

an important export item, and it accounted for 7.43% to 15.48% of the total cereal and cereal products 

export in the analysed period. The major wheat export markets are Romania, CEFTA states and Italy. 

Romania appears as one of the major wheat export markets because of the Port of Constanta where the 

largest world grain wholesalers have their subsidiaries (the largest 10 take up 80% of the world grain trade) 

and from which the purchased grain is transported worldwide. The largest portion of Serbian wheat sold to 

these companies ends up in the markets of Central Africa.   

Table 17: Wheat export (group 041) in the period 2009 to 2012 

Tons 000 USD Tons 000 USD Tons 000 USD Tons 000 USD

4,814 1,412 65,113 16,791 11,481 4,718 71,508 23,955

10,772 3,936

186,302 31,089 324,025 64,382 275,106 82,584 169,158 49,715

327 98 73 32 482 223 514 306

15,338 2,863 37,967 8,347 36,350 10,101 64,968 16,894

206,780 35,462 427,179 89,552 323,419 97,626 316,920 94,806

Common weath

Durum wheat

Durum wheat, other

Total

Common weath seed

Spelt and meslin seed

2009 2010 2011 2012

 

Source: SORS. 

Wheat is a strategic product in Serbia because it is used as a main raw material in bakery industry, whose 

products are widely used in human nutrition. Although flour from other cereal grains is used too, wheat 

flour dominates. The government control in this sector is considerable, because the Directorate for 

Commodity Reserves, a government body, influences the wheat price, and indirectly the price of wheat 

flour, and in cooperŀǘƛƻƴ ǿƛǘƘ ǘƘŜ .ŀƪŜǊǎΩ ¦ƴƛƻƴ ƻŦ {ŜǊōƛŀ ǘƘŜȅ ǎŜǘ ǘƘŜ ƳŀȄƛƳǳƳ ǇǊƛŎŜ ŦƻǊ ŀ ƭƻŀŦ ƻŦ ǿƘƛǘŜ 

bread Sava made of wheat flour type 500.  
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6.2 Policy and regulatory conditions 

 

6.2.1 Agricultural policy 

 

Having in mind all previously mentioned characteristics of the agricultural policy in general, the analysis 

continues with specific measures that reflect the business conditions in the chosen sector. Particular 

attention is paid to the direct support to agricultural sector development, as the newest agricultural policy 

strongly relays on the direct forms of support. 

 

Figure 11. Market and direct support measures in Serbia 

ό{ƻǳǊŎŜΥ .ƻƎŘŀƴƻǾ ŀƴŘ wƻŘƛŏ όнлмпύΥ !ƎǊƛŎǳƭǘǳǊŜ ŀƴŘ wǳǊŀƭ tƻƭƛŎȅ ƛƴ {ŜǊōƛŀΣ ǇǊƛƴǘ ƛƴ ŜŘΦ ¢Φ ±ƻƭƪΣ 9Φ 9ǊƧŀǾŜŎ 

and K. Mortensen: Agricultural Policy and European Integration in South-eastern Europe, FAO, p. 163) 

 

6.2.1.1 Basic subsidies for crop production 

 

About 2.2 million hectares are sown per year with grain and oilseed crops in Serbia. Roughly half of this 

area is dedicated to corn and a quarter to wheat. Soybeans, sunflower and sugar beets occupy most of the 

rest. All mentioned sub sectors are subject to the support programmes of basic subsidies for crop 

production.  

Policy makers in Serbia often use conventional arguments to justify implementation of subsidies: the aim is 

to promote agricultural productivity through the adoption of new technologies. On the other side, the 

reduced costs of subsidised inputs increase farms profitability.  

hǊƛŜƴǘŀǘƛƻƴ ǘƻǿŀǊŘǎ ŘƛǊŜŎǘ ǇŀȅƳŜƴǘǎ ǇŜǊ ŀǊŜŀ ƛǎ ǊŜŦƭŜŎǘƛƴƎ ǘƘŜ ƴŀǘƛƻƴŀƭ ǇƻƭƛŎȅΩǎ ǊŜŀŘƛƴŜǎǎ ǘƻ ŀŎŎŜǇǘ /!t 

practice. Direct payments were introduced in 2005, but later they were gradually reduced until they almost 
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disappeared. In 2012 and 2013 these measures were applied again, mainly in crop production (except for 

vegetables and fodder). The direct payments are not linked to compliance with basic standards concerning 

the environment, food safety, natural resource management and animal welfare. To some extent this 

reflects the incapability of policy makers to take radical steps and introduce measures which would be 

neither popular nor willingly accepted by producers.  

The share of input subsidies has continuously increased over the analysed period. Since 2007 input 

subsidies have become a dominant scheme of budgetary support to agriculture, with their share of total 

agricultural budget exceeding 45% (in 2010 even reached 72 percent). However, the structure of input 

subsidies has changed dynamically, with a tendency to concentrate on diesel fuel and mineral fertilizers in 

the last few years. Frequent changes in the way these measures were implemented are what characterised 

this practice. For instance, early in the period, subsidies for diesel fuel were in the form of a flat rate 

payment per litre, while later they were calculated as the percentage of costs of purchased fuel up to the 

maximum number of litres per hectare. The modes of payment are also dependent on whether a farm is 

under or above 10 ha. Similar implementation models were applied in subsidizing fertilizers.  

Together with credit and extension services, input subsidies were supposed to help farmers implement, 

benefit from and then, with the withdrawal of the subsidy, themselves fully fund economically and 

technically efficient input purchases and use: rapid learning with subsidies about input use and its benefits 

should mean that subsidies would be needed for only a short time and could be rapidly phased out. 

However, the systemic approach the agricultural policy in Serbia does not exist - year by year the policy 

instruments are exposed to significant changing. The subsidies on interest rates should be also added as a 

form of direct support. 

 

6.2.1.2 Investment support 

 

¢ƘŜ ōŀƴƪ ŘŜŎƛǎƛƻƴǎ ƻƴ ƭŜƴŘƛƴƎ ŀǊŜ ōŀǎŜŘ ƻƴ ǘƘŜ ōŀƴƪǎΩ Ǌƛǎƪ ŀǎǎŜǎǎƳŜƴǘǎ ŀƴŘ ǘƘŜƛǊ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ ŎƭƛŜƴǘǎ 

άŀōƛƭƛǘȅ ŀƴŘ ǿƛƭƭƛƴƎƴŜǎǎέ ǘƻ ǊŜǇŀȅΦ .ŀƴƪŜǊǎ ƳŀƪŜ ǘƘŜƛǊ ŎǊŜŘƛǘ ŘŜŎƛǎƛƻƴǎ ƻƴ the basis ƻŦ ǘƘŜ ōƻǊǊƻǿŜǊΩǎ 

creditworthƛƴŜǎǎΣ ǘŀƪƛƴƎ ƛƴǘƻ ŀŎŎƻǳƴǘ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŎƭƛŜƴǘǎΩ ōǳǎƛƴŜǎǎ ǇŜǊŦƻǊƳŀƴŎŜΣ ƘƛǎǘƻǊƛŎŀƭ ŘŀǘŀΣ ƳŀǊƪŜǘ 

prospects and plans for the future. The problem often arises when family farms apply for credit. They are 

not obliged to keep business records and to make the financial reports at the end of the year. This 

significantly complicates the process of the credit analysis, and largely influences the final bank decision. In 

order to support mechanisms of lending a new model of credit support by the Ministry of Agriculture was 

introduced in 2010. The interest-rate subsides are provided in order to encourage banks to lend to the 

sector.  The Ministry of Agriculture facilitates very low interest rates to individuals, agricultural households 

and SMEs via a number of partner commercial banks. This model has been implemented since 2010. 

Serbian commercial banks are by far the largest formal lenders to agriculture, accounting for over 55% of 

the official sum of lending to the agricultural sector. This includes corporate and agribusiness SMEs lending, 

loans to registered farmers, as well as retail-type individual loans for agricultural purposes. Generally, banks 

offer a wide-range of loan products to the agricultural sector. All banks interviewed have a large number of 

agricultural loan products available that include, among other features, grace periods, trade contract 

collateralization, equipment finance and input credit.  
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6.2.2 Support to the public warehouse system 

 

Every year, agricultural producers are facing the same challenges like preserving the quality of their goods, 

deciding whether to sell their produce immediately after sowing or store it, securing finances for the entire 

production process etc. The warehouse receipt system enables agricultural producer to keep his produce in 

a warehouse which provides guarantees that the produce will be safe, and that its quality and quantity will 

be preserved. At the same time, the warehouse receipt system gives a producer a freedom to choose when 

and at what price he is going to sell his produce. Agricultural producer is not forced to sell the goods in 

order to obtain money, since as long as the goods are stored in a public warehouse, he can obtain a short-

term loan on the basis of warehouse receipts issued on the account of stored goods. 

The Warehouse Receipt System represents a new concept of organizing production and handling 

agricultural products in Serbia. The system is based on the Law on Public Warehouses for Agricultural 

Products. This law was passed in 2009 and it stipulates licensing public warehouses by which only those 

warehouses that meet the high financial criteria and technical and technological performances associated 

with storing agricultural products are included in the warehouse receipt system. Since they operate on a 

licence, public warehouses guarantee a high quality of storing services and they issue a warehouse receipt 

which they are obligated to endorse at any given moment. 

 

Table 18:  The advantages of the Public Warehouse System 

Farmer Public Warehouse Bank 

Good quality storage. Agricultural 
producers are given an 
opportunity to store their goods in 
a high-performance storage facility 
and hence preserve the quality of 
their produce. 

Warehouse safety. The risk of 
diminished quality or quantity of 
the product is reduced to a 
minimum, since, in the case of 
goods getting damaged in the 
warehouse, it is the Indemnity 
Fund that guarantees the 
compensation.  

Short-term loans. With warehouse 
receipts, agricultural producers 
can obtain favourable short-term 
loans to finance the production 
process, until that process is 
completed, without having to 
pledge the goods or use mortgage 
as collateral. 

Subsidies. Agricultural producers 
are given an opportunity to use 
subsidies for covering some of 
storing expenses and expenses 

Higher revenue. Public 
warehouses, that are included in 
the system, are given a licence 
which enables them to improve 
the storing quality and hence 
charge higher fees for storing 
services. 

More work. The demand for 
licensed, high-quality warehouse 
space among potential depositors 
is much higher than for the 
unlicensed, smaller warehouses. 
IŜƴŎŜΣ ƛǘ ƛǎ ƛƴ ǇǳōƭƛŎ ǿŀǊŜƘƻǳǎŜΩǎ 
interest to become a part of the 
system and, by that, raise their 
competitiveness. 

Expanding business activities. 
Licensed public warehouses are 
allowed to store state commodity 
reserves. 

Business sustainability. A 
warehouse receipt, which a public 
warehouse issues based on the 
deposited agricultural produce, 
can be used as collateral for 
obtaining short-term loans.  

New market niche. Banks are 
getting a whole new market niche 
of loan users / farmers.  

Minimal risk. Granting loans to 
this new market niche carries 
lower risk for banks, since the loan 
collateral here is the warehouse 
receipt, a high level of liquidity of 
deposited goods and the right to 
settle claims before other creditors 
via an out-of-court settlement.  

tƻǎǎƛōƛƭƛǘȅ ƻŦ ǳǎƛƴƎ 9.w5Ωǎ ŎǊŜŘƛǘ 
lines. The MAEP and the EBRD 
have signed an agreement which 
stipulates credit lines for banks 
that grant short-term loans to 
farmers based on the warehouse 
receipt. 
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associated with obtaining a loan. 

 

Minimal risk. The activities that 
public warehouses perform carry a 
minimal risk, since the Indemnity 
Fund guarantees that a public 
warehouse will honour its 
obligations towards the 
deponents. 

Subsidies. According to the 
Ministry of Agriculture, Forestry 
ŀƴŘ ²ŀǘŜǊ {ǳǇǇƭȅΩǎ ŀŎǘΣ ƭƛŎŜƴǎŜŘ 
public warehouses can obtain 
subsidies for purchasing required 
equipment like machines for fast 
measurement of protein content, 
thermometers and machines for 
determining the falling number.  

Source: http://www.kompenzacionifond.gov.rs/index.php?page=24-the-warehouse-receipt-system  

Unlike privately-owned warehouses, which issue only a receipt note, public warehouses issue a warehouse 

receipt which is a form of a security that can be freely traded with. The warehouse receipt is issued to a 

depositor of agricultural goods / farmer, and this receipt enables the depositor to dispose of stored goods 

without ever having to have a physical contact with it. The simplest and most suitable way of using the 

warehouse receipt is to have a pledge on stored goods with the purpose of obtaining a short-term loan 

under favourable conditions. The Indemnity Fund guarantees safe dealings for all participants, and it is the 

Indemnity Fund that compensates for damaged stored goods, providing that the warehouse cannot 

indemnify the depositor. The state, i.e. the MAEP, financially supports the system via subsidies available to 

all participants. Additionally, procurement of the equipment for the rapid determination of wheat quality, 

moisture and protein content for the storage capacity over 10,000 tons is allowed by the Province of 

Vojvodina government. Wheat as one of the most important agricultural products in Serbia has a great 

value as a raw material for the production of flour, bread and pastries. Wheat must meet certain quality 

requirements. Therefore, it is necessary to set up devices that can quickly determine the quality of wheat, 

and farmers would get an opportunity for a better price in the market. Funds from this program are 

awarded for co-financing the procurement of devices for quick determination of the quality of wheat. 

 

 

6.2.3 Advisory and technical services improvements in agriculture 

 

Under the policy of general measures and services related to agriculture the regular programs of the 

Ministry have been implemented including extension services, soil fertility control, pests and diseases 

management, forecast and reporting service, etc. The majority of resources under so-called general support 

measures related to agriculture were distributed throughout extension services.  Agricultural extension in 

Serbia is provided by the semiautonomous Institute for Science Application in Agriculture (ISAA). This 

institution is partly financed by MAEP and additional income derives from agricultural activities and fees for 

services to private farmers. 

Improvement in the advisory service providing is connected to a large extent with the R&D supported 

activities at the national and the EU level. Huge efforts are put on developing of a market-ready platform 

for agricultural advisory services. Its purpose is to serve to small farmers primarily. The Association of 

http://www.kompenzacionifond.gov.rs/index.php?page=24-the-warehouse-receipt-system%20
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Farmers of the Municipality of Ruma in Serbia (Region of Vojvodina) is included in the pilot project. The 

average UAA per holding in Ruma is 33 ha which corresponds to above average family agricultural holding 

size in Vojvodina.  Totally 330 farmers are willing to improve their agricultural practices and adopt new 

technologies. The pilot case covers the entire crop production and the relative area of the crops (sowing 

structure) on the covered territory is: 50% maize, 20% wheat, 8% Soya, 6% vegetables, 5% fodder crops, 3% 

sunflower, 2.6% sugar beet, 2% permanent crops, 1% tobacco and 1% barley.  

Other related activities supported at the national level have been connected with the advisory system 

improvement in the mentioned field and financed from the national budget for R&D: (1) Developing the 

software system for adjustment and analyses geodetic networks in surveying, Serbian Ministry of Science 

and Technical Development, 2008-2010, Project No: TR 16015; (2) Preparation of the methodology 

proposal for preliminary flood risk mapping in accordance to the Directive 2007/60/EC of the European 

Parliament and of the Council of 23 October 2007 on the assessment and management of flood risks; 

Serbian Ministry of Science and Technical Development, 2009-2011, Project No: TR 22202; (3) Spatial, 

ecological, energetic and social aspects of settlement development and climate changes 4 mutual 

influence; Serbian Ministry of Science, 2011-2016, Project No: TR36035; (4) METEO package 

4methodological/software solution for automated mapping of climatic variables , funded by the Ministry of 

Education and Science of the Republic of Serbia, 2014-2015. 

 

An illustration: the expert opinion regarding the implementation of new tech solutions and its limitations in 

Serbia. The interview was conducted with the product/solution manager from GDi Solutions.  

ü Is there an example of using GIS in Serbian agriculture, primarily in management of state agricultural 
land?  

GIS for the annual program preparation of the state agricultural land management was made for the needs 

of the Ministry of Agriculture and Environment of the Republic of Serbia. It is the system that covers the 

whole territory of Serbia, primarily for the needs of the state agricultural land management for which each 

municipality in the Republic is ought to create annual management program. The GIS enable the efficient 

overview of the state agricultural land which has been leased on various grounds in accordance with the 

law. In such a way, the Agricultural land management of the Ministry has the precise evidence about the 

resource that is under their jurisdiction (state agricultural land) as well as the information about the 

tenants and the way in which they dispose of the land.  

ü What are the benefits of GIS usage for the state agricultural land management and what are the 
untapped potentials in general?  

The main benefit of GIS usage in this context is the possibility of comprehensive understanding of the 

important resource such as agricultural land. At one point, it is possible to overview which land is at 

disposal, which has been already leased and which is not used. It enables better land management to the 

owner, the state.   

On the other hand, the untapped potential is the upgrading the system with the LPIS (Land Parcel 

Information System) which provides precise information about each parcel which is in the production 

system and on which basis all the other land management data has been processed. For example, it is 

possible to identify the exact area of the agricultural land which one producer in Vojvodina owned and 

from which he reap wheat yields or the  exact area of raspberry parcels in the West Serbia region. Using GIS 

and remote sensing, it is possible to monitor all those areas considering the quality and the state of the 

crops or yields predictions, which is the first step towards precision agricultural system creation. 

ü Is it possible to introduce the precise agriculture in Serbia?  
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There are huge possibilities for introduction the precision agriculture in Serbia, no matter which product we 

are talking about. Modern technology and sensors connected through Internet of Things and put in the 

spatial context provide exact data for the exact location in real time. In such way the producers are able to 

manage their production in real time (they can see in which parts of their parcels there is lower humidity, in 

which part of soil the chemical composition is different or changed, where the plants are damaged so that 

certain treatment is needed, and etc. the information could be classify in different levels: parcel level, or 

even on the level of individual perennial plant. 

ü What are the main obstacles in GIS introducing in the agriculture sector in Serbia?  

Practically, there are no obstacles. Agriculture is one of the economic activities which is the biggest space 

consumer and everything in agriculture depends of the space and spatial characteristics. So, almost all date 

and information are able to be spatially visualized. The only limit in GIS introducing in agriculture considers 

the size of agriculture holding ς there is real objective concern if GIS is too expensive technology for small 

holdings? 

 

 

6.3 Market conditions 

 

6.3.1 Access to markets 

 

{ŜǊōƛŀ ŜȄǇƻǊǘǎ ƘƛƎƘ ǾƻƭǳƳŜǎ ƻŦ ǿƘŜŀǘ ŀƴŘ ŦƭƻǳǊΦ tŀǊǘ ƻŦ {ŜǊōƛŀΩǎ ǿƘŜŀǘ ǘǊŀŘŜ is shipped by truck to 

neighbouring Bosnia and Herzegovina, Montenegro, Macedonia and Albania, while the largest quantities of 

wheat are shipped by barge to Port Constanza, Romania. Serbian wheat is mostly sold to foreign 

international companies FOB at the Port on the Danube in Serbia. Serbian (higher quality) wheat is sold to 

Spain, Germany, Italy and France. Serbian wheat flour is mostly sold to Montenegro, Bosnia and 

Herzegovina, Kosovo, Macedonia and Albania. Serbian wheat shipped to the Black Sea is mostly stored in 

the Port of Constanza silos and shipped by sea vessels to North African countries (Tunisia, Allegers and 

Libya). 

{ŜǊōƛŀΩǎ ǿƘŜŀǘ ǇǊƻŘǳŎǘƛƻƴ ƛǎ ƴƻǘ ŎƻƳǇŜǘƛǘƛǾŜ ǊŜƎŀǊŘƛƴƎ ǉǳŀƭƛǘȅ ŀƴŘ ǇǊƛŎŜ ǿƛǘƘ ƳŀƧƻǊ ŜȄǇƻǊǘ ŎƻǳƴǘǊƛŜǎ ƛƴ ǘƘŜ 

region such as Hungary and Ukraine, but it is very competitive in countries of former Yugoslavia such as the 

FYR Macedonia, Bosnia and Herzegovina and Montenegro (WORLD BANK, 2006). These countries have 

huge structural cereal deficits and they prefer Serbia as trading partner due to low trade costs and good 

ǇƻƭƛǘƛŎŀƭ ǊŜƭŀǘƛƻƴǎΦ ¢ƘŜǊŜŦƻǊŜΣ /9C¢!м ƳŜƳōŜǊǎ ŀǊŜ {ŜǊōƛŀΩǎ Ƴŀƛƴ ǘǊŀŘƛƴƎ ǇŀǊǘƴŜǊǎΦ IƻǿŜǾŜǊΣ ƛƴ ǘƘŜ ŜȄǘǊŜƳŜ 

situations (wheat price increase on the world market) policy maker reaction often causes direct export ban, 

which is harmful not only to farmers but also consumers in Serbia. 

Story about the wheat export ban from Serbia 

During world economic crisis (2008-2011) Serbian government restricted exports of wheat to world 

agricultural market aiming at countering the rise in food price inflation and protecting consumers from 
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higher food expenses.5 Academic literature and public debates have criticized export restrictions as 

instruments for protection against high world market prices, notably because of their additional price-

increasing effects on already high world market prices. And what did happen? The bread price in Serbia 

rather increased disproportionately during the export ban (> 50 %) which apparently cannot be traced to 

increased wheat or flour prices. Who are the winners and who are the losers? Profits generated during the 

anti-crisis policy by the milling industry were apparently much higher than profits attainable under free 

trade conditions. The bakery industry managed to increase bread prices and improve its profits. End 

consumers, in contrast, are the losers of this policy. 

Source: Linde Götz, Ivan Djuric and Thomas Glauben: Are export restrictions an effective instrument to 

dampen food price inflation?, IAMO Policy Brief No. 10, March 2013.  

 

In spite of the problems that are significantly impeding the process of integration of agri-food value added 

chains in the region, cooperation (both, bilateral and multilateral) in the sphere of agriculture continues its 

development due to its high potential and interest from all participants. The Black Sea Economic 

Cooperation includes 12 countries in the region.6 This region is very important in the context of the wheat 

ǎŜŎǘƻǊ ŘŜǾŜƭƻǇƳŜƴǘ ƛƴ {ŜǊōƛŀΦ hƴŜ ƻŦ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ƳŀƧƻǊΣ ǎǘǊŀǘŜƎƛŎ ŘŜǾŜƭƻǇƳŜƴǘ ǇǊƻƧŜŎǘǎ ƛǎ ǘƘŜ Ƨƻƛƴǘ 

transportation system. This project is very important in forming an international agri-food space. It will 

allow the creation of a single transport system in the Black Sea region. The creation of logistics and 

transport infrastructure will significantly simplify physical access to joint agri-food value-added chains and 

improve their effectiveness. (Borodina, 2014) 

 

6.3.2 Land leasing 

 

The land-lease market in Serbia is currently more important than the land-sales market due to lacks of the 

proper legislative framework for the latter. The land market functioning is under the supervision and 

control of different mutually independent institutions: (1) The Government Geodetic Authority (GGA) 

manages the land cadastre. The cadastre, covering 88,167 km2, includes nearly 55 million cadastral parcels 

of private, social and state property. It is out-of-date and needs to be harmonised with the systems in the 

municipal courts; (2) The legal real property registration system, which complements the cadastre, is 

maintained by the municipal courts and supervised by the Ministry of Justice and Local Administration; (3) 

Rural and forestry spatial planning and land management policy is co-ordinated by the MAEP; (4) Property 

tax administration is the responsibility of the Ministry of Finance. 

The lease market is characterised by insecure property rights and a relatively high lease tax that result in 

many lease transactions not being officially reported. Most of these transactions take place in the Region of 

Vojvodina with high quality soil. Due to unstable conditions, the land-lease contracts are often short-term 

                                                           
5 Nine countries around the world, including Serbia, restricted their wheat exports between which affected 14 per 
cent in world wheat trade (Cf. Giordani, P., Rocha, N., Ruta, M. (2012): Food Prices and the Multiplier Effect of Export 
Policy, CESIFO Working Paper No. 3783). 
6 The Organization of the Black Sea Economic Cooperation was founded on 1 May 1999 based on the Agreement for 
Black Sea economic cooperation of 25 June 1992. The BSEC Headquarters are located in Istanbul. The members of the 
organization are Azerbaijan, Albania, Armenia, Bulgaria, Greece, Georgia, Moldova, Russian Federation, Romania, 
Serbia, Turkey and Ukraine.  
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and do not encourage medium-term investment in the land or in the development of the farm 

infrastructure. 

With the aim to improve land leasing, the amendments to the Law on Agricultural Land which came into 

force in December 2015 were adapted. These amendments significantly change the rules regulating lease 

of agricultural land owned by the Republic of Serbia. According to rules established by the Privatization 

Law, The Republic of Serbia has remained the owner of vast areas of arable agricultural land. The land 

owned by the Republic of Serbia is leased out to natural or legal persons after conducting the relevant 

leasing procedures before the authorities of local municipalities. Every agricultural producer (farmer), due 

to limited character of land as a fixed asset, has been interested in leasing as large an area of state-owned 

agricultural land as possible. However, the land market in Serbia still remains not functional; due to poor 

tended proprietary registers (institutional prerequisite for a good functioning land market is updated land 

registry which is not the case in our country). Additionally, in Vojvodina farmers have even resorted to 

physical altercations, blocking roads and similar methods in order to achieve the goal of leasing as much 

land as they can (derived from the public media sources and blogs). For example, the farmers often claim 

that they have been negatively affected by the actions in land leasing by municipalities which are denying 

them the right to purchase state-owned land under the same terms as big companies.  

Additionally, for the purposes of the Provincial Department of Agriculture Vojvodina a geographic 

information system has been created and implemented. Originally, it was designed for monitoring and 

management of the state owned arable agricultural land. A geodatabase of the entire state owned land to 

the level of the cadastral parcel has been created. Beside the basic information about the land, the 

database also contains information about the status of the renting land, the history of the land use, yields, 

soil type, the use of grants and loans for a given parcel, etc. all this was initial for implementing next phases 

of the geographic information system in agriculture. 

 

6.3.3 Land policy, natural hazards and insurance 

 

The territory of Serbia is vulnerable to various types of natural hazards and the agricultural risk is not equal 

across the entire territory; it varies depending on the type of hazard and the expected potential for 

damage. Due to the geographical position of Serbia, with territory situated along the southern part of the 

Pannonian plain and the Balkan Peninsula, and also due to the complex influences of various abiotic and 

biotic factors, diverse natural hazards are present.  

 

An illustration (the expert interview with an Associate Professor at the Geographical faculty of University of 

Belgrade):  "The most vulnerable area from the flooding aspect is northern part of Serbia (Vojvodina), 

where, in the coastal part of the Danube River (specifically, the Tisa, the Tamis and the Sava), there are 

about 12900 km2 of potentially floodable land. Also, some parts of Vojvodina (north-eastern .ŀőƪŀ ǿƛǘƘ 

northern Banat) are at the highest risk of drought. During the period from 1948ς2007, 258 fires were 

registered just in the Deliblato sand (south-eastern part of Vojvodina), affecting 11921 ha. Although the 

2014 floods were natural occurrences, the human factor also significantly contributed to the disasters." 

 

CƭƻƻŘǎ ŀƴŘ ǘƻǊǊŜƴǘƛŀƭ ŦƭƻƻŘǎΣ ŀǎ ǘƘŜ Ƴƻǎǘ ŦǊŜǉǳŜƴǘ ǇƘŜƴƻƳŜƴŀ ŀƳƻƴƎ ǘƘŜ άƴŀǘǳǊŀƭ Ǌƛǎƪǎέ ƛƴ {ŜǊōƛŀΣ ƴŜŜŘ 

serious treatment. This treatment is accomplished through the following activities:  (1) identification of the 

flood zones (whole watersheds or particular sections of rivers); (2) monitoring in real time (the water level 
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in the river bed and the amount of precipitation), along with a forecast and warning system; (3) short-term 

protection; (4) long-term protection; (5) land use; (6) risk management; (7) public participation, education 

and media. 

According to the Law on Waters of the Republic of Serbia, each municipality is obliged to adopt two basic 

documents on flood control: the Plan of Identifying Erosion Regions and the Plan of Torrential Flood 

Control. The Plan of Identifying Erosion Regions identifies the areas with soil erosion hazard, present and 

future. Proper management is to be adopted by landowners. The plan also defines action for torrential 

flood control.  

The Plan for Torrential Flood Control defines four stages of defence: Phase I ς Preparation for torrential 

floods control (the most important stage as only a short time is available to react to torrential rainfall); 

Phase II ς Extraordinary (emergency) flood control; Phase III ς State of emergency; Phase IV ς Clearing the 

detrimental impacts (Kostadinov et al. 2012). 

For effective coordination and cooperation (important principles of natural hazard mitigation) public 

participation is required. Informing the local inhabitants on potential risks, timely information in the case of 

emergency, as well as active public participation in the defence or rescue actions are vital tasks, covered by 

Phase III.  

The following measures of flood control and mitigation seem appropriate: (1) the implementation of a 

Decision Support System (DSS) for the optimal coordination of all flood prevention or mitigation activities 

and a telecommunication system to enable rapid response in the case of flood emergency; (2) the 

preparation of an inventory on risks for spatial and urban planning which identifies acceptable levels of risk; 

(3) The compilation of a new erosion map of Serbia based on the scientific analyses of rates  of erosion; (4) 

Regular and continuous torrent erosion and complex of erosion control measures in watersheds. 

(Kostadinov 2007; 2010); (4) the preparation of Plans of Identifying Erosion Regions for each municipality in 

Serbia; (5) the preparation of Plans of Torrential Flood Control; (6) the compilation of an inventory of 

torrents for each watershed of Serbia; (7) the documentation of performed erosion and torrential flood 

control activities performed; (8) Real-time monitoring of rainfall and river discharge and to establish 

forecasting and early warning systems.  

Along with the flood prevention system insurance is recognized as the traditional system for hazards 

control. Insurance of crop production in Serbia is voluntary. The basic risk is the hail risk, followed by the 

fire and thunder risks. Additional risks are the storm risk, frost risk and flood risk. Even though the 

agricultural sector as a sector of the Serbian economy vital for the social, ecological and economic 

development, the coverage of agricultural land by insurance, and the agricultural development generally, is 

extremely low.  

The reasons behind such low percentage of insured arable land are the following: (1) ignorance of farmers 

about the benefits provided by insurance; (2) under developed agricultural production - low investments 

lead to lower income, which results in less households being insured and, consequently, with insurance 

relied on higher premiums. 

The illustrations - importance of insurance and problems in the practice:  

"Serbia has 3 437 232 ha of arable land, of which 2 536 882 ha is arable land, 187 300 hails under 

plantations and 713 342 ha consists of pastures and meadows. Since pastures and meadows are not 

insured by default, the important areas for insurers are the ones under arable fields and plantations - 2 724 

182 ha. Approximately, only 9% of the above-mentioned surface is insured. Taking into consideration the 

annual production value is 3 to 3.5 billion EUR, we can see that there is a high risk, not only for the 
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producers, but for the budget of Serbia as well. If we take a look at the two most common crops in Serbia, 

wheat and raspberry, we can notice that in the last 5 years, only 25% to 30% of the territory planted with 

wheat and 4% to 10% of territory planted with raspberry was insured" (Insurance company expert) 

"We only think about insurance when a large-scale natural disaster happened, which is a serious problem 

that needs to be discussed." (Insurance company expert) 

 

Serbia has introduced subsidies for insurance premiums with the Regulation on insurance of animals, crops, 

fruits and young nursery perennial plants, which is a great stimulus. This regulation made registered 

farmers eligible for 40% reimbursements of the insurance premium. However, the results of these 

ƳŜŀǎǳǊŜǎ ƘŀǾŜƴΩǘ ōŜŜƴ ŀǎ ǎǳŎŎŜǎǎŦǳƭ ŀǎ ƛǘ ǿŀǎ ǇƭŀƴƴŜŘ ŀƴŘ ŘƛŘ ƴƻǘ ƛƴŎǊŜŀǎŜ ǘƘŜ ƴǳƳōŜǊ ƻŦ ƛƴǎǳǊŜǊǎΦ Based 

on all above mentioned, it is quite clear that the problem of agricultural development in Serbia needs to be 

approached in a serious manner, in order to stimulate farmers to insure their products. The obligation of 

the insurer is to offer an adequate product (covering more risks), with as simply defined insurance 

conditions and tariffs as possible, which will be beneficial to all, including farmers, government and 

insurance industry. It is clear that the second part of this work should be led by the country, through 

appropriate system of subsidies, models of public-private partnerships and the adoption of appropriate 

legislation in this area. There is room to introduce some of the elements of obligatory agricultural 

insurance. 

6.3.4 Food safety and food quality 

 

Competencies in the field of food safety in Serbia have been divided between MAEP and the Ministry of 

Health (MH). MAEP is responsible for veterinary, phytosanitary and food safety policies (the safety of food 

of animal origin, composite food, food of plant origin and feed). The ministry supervises the legality of work 

through its four directorates: Veterinary Directorate; Plant Protection Directorate; General Inspectorate 

and Directorate for National Reference Laboratories (DNRL). MAEP is central competent authority 

responsible for the organizations of official control and for ensuring efficient and effective coordination 

among all authorities and their directorates. Veterinary, phytosanitary and agricultural inspections are 

managed centrally but distributed territorially. In the Autonomous Province of Vojvodina (APV), the tasks 

related to food safety that fall under the competency of the MH have been conferred to the Secretary of 

the Health of the Province.  

According to the Food Safety Law as from 2009 food business operators should implement Hazard Analysis 

and Critical Control Points (HACCP) principles in all establishments involved in the production of animal and 

non-animal food. 

The issue of wheat quality and safety is debated from the technological point of view usually. For example, 

in the study Improvement of Wheat Quality in Cultivars Released in Serbia during the 20th Century twenty 

varieties of wheat were analysed, and the decreases in the protein and wet gluten contents were 

compensated for by an improvement in protein quality of wheat. Additionally, the increase in gluten 

structure stability and appropriate combinations of high molecular weight glutenin subunits have 

contributed to the improvement of other quality indicators. (N. Hristov, et al, 2010). However, the 

indicators of wheat quality are largely dependent on environmental factors.  

The food safety issues and food quality are investigated and analyse separately from the agro-

environmental issues. Agricultural practices show the significant soil contamination because of improper 
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use of manure while the erosion problem exists in many regions of Serbia. The agri-environmental policy 

advocates for the comprehensive evaluation of food safety issues in the context of protection of the 

environment from the so-called dirty technologies. However, due to lack of interest in the practice food 

safety issues and environmental protection have hardly taken place at all in Serbia up until now. Influence 

of food safety on the public health is a different topic which gains in importance. Particular attention is paid 

to mycotoxins in grains. Management practices to maximize plant performance and decrease plant stress 

can decrease mycotoxin contamination substantially. This includes planting adapted varieties, proper 

fertilization, weed control, necessary irrigation, and proper crop rotation. For post-harvest mycotoxin 

control, prevention of conditions that favour fungal growth and subsequent toxin production needs to be 

considered, i.e. factors such as water activity of stored products, temperature, and grain condition, gas 

composition of the intergranular air, microbial interactions, and presence of chemical or biological 

preservatives. Contamination of crops (either in production or post-harvest process) can influence also on 

the food safety in the down-ǎǘǊŜŀƳ ƛƴŘǳǎǘǊȅ όaƛƭƛŏŜǾƛŏ et al., 2010). Additional problems are related to lack 

of instruments and knowledge for food quality control and standards implementation. Instruments are 

often considered as expensive, while their cost is not assessed in relation to the value of testing the 

ŎƻƳƳƻŘƛǘƛŜǎ ƻǊ ƳŀǘŜǊƛŀƭǎ ŦƻǊ ǘƘŜ ŀƴŀƭȅǎƛǎ ƻŦ ǿƘƛŎƘ ǘƘŜ ƛƴǎǘǊǳƳŜƴǘ Ƙŀǎ ōŜŜƴ ǇǳǊŎƘŀǎŜŘΦ όtƻƧƛŏΣ et al, 2010).. 

The first attempts to separate the wheat quality and to adequately evŀƭǳŀǘŜ ǇǊƻŘǳŎŜǊǎΩ ƛƴǘŜƴǘƛƻƴǎ ǘƻ 

improve technology at the farm were conducted in the framework of The Warehouse Public Storage 

project implementation. The Ministry has prescribed and specific quality standards on the basis of which it 

had intended to subsidize farmers, depending on the technology and quality of the yield. Unfortunately, 

these attempts have remained unapplied in practice. Serbian wheat is usually produced and sold as the less 

quality product according to the international standards. 

 

6.4 Key conditions faced by wheat producers  

 

The key conditions are derived from the literature review and going to be discussed with the focus groups 

participants for the Wheat CS in Serbia.7 The importance of selected conditions is already confirmed in the 

discussion with the experts selected for interviewing.8 The key conditions faced by wheat producers are 

summarized in the table below:  

 

 Key condition Explanation 

1 The unstable (constantly changing) 

institutional environment 

The agriculture budget varied in size with clear 

indications of deviations in its structure from the EU 

model. Generally, trend of decreasing of budgetary 

expenditure for food sector and rural development in 

last five year exists. The largest part of the funds is still 

spent in direct support measures (mainly for input 

subsidies). 

                                                           
7 The first conclusions are described. 
8 Totally five interviews with sector representatives were conducted. 
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2 Climate change Climate change affects agriculture worldwide. Almost all 

countries in the region were significantly affected by the 

natural disasters such as floods, earthquakes, landslides, 

forest fires, droughts, heat waves, prolonged winter etc. 

Serbia has been especially exposed to floods. 

3 Price fluctuation and market 

structure 

The prevailing commodity groups in Serbian exports are 

cereals, fruits, beverages, fat and oils and sugar and 

related products. Crop prices have actually been 

permanently growing and influencing by high prices 

recorded in the international markets. Additionally, due 

the poorly organized privatization process disintegration 

of the value chain in Serbian agribusiness occurred, 

which has inevitably had adverse effects on the sector 

development. The traders and the food industry are 

highly protected from imports.  

4 Demand - food security and food 

quality 

Ψ{ŜƴǎƻǊȅ ŀǇǇŜŀƭΩΣ ΨǇǳǊŎƘŀǎŜ ŎƻƴǾŜƴƛŜƴŎŜΩ ŀƴŘ ΨƘŜŀƭǘƘ ŀƴŘ 

ƴŀǘǳǊŀƭ ŎƻƴǘŜƴǘΩ ŀǊŜ ǊŀǘŜŘ as most important factors and 

ΨŦŀƳƛƭƛŀǊƛǘȅ ŀƴŘ ŜǘƘƛŎŀƭ ŎƻƴŎŜǊƴǎΩ ŀǊŜ ǇŜǊŎŜƛǾŜŘ ŀǎ ƭŜŀǎǘ 

critical in the region. There will be a further 

segmentation of the food market due to attention paid 

to diet and health. Generally, wheat for human 

consumption is estimated at 1 million MT annually with 

per capita consumption at 180 kg, which is significantly 

higher than consumption levels in most European 

countries. However, different issues occurred in the 

practice regarding the quality of wheat produced and 

traded both within the country and in the foreign 

markets.  

 

 

6.5 Key strategies adopted by wheat producers and their impact on performance 

In the following table the most commonly used/preferred strategies in risk control and mitigation in the 

Serbian wheat sector are summarized9:   

 Key strategies Explanation 

1 Straightening of agricultural 

producers organizations 

The weakest position in the Serbian food chain belongs 

to the farmers. They are unorganized, fragmented and 

left without adequate representation in different bodies 

responsible for governance. Even wheat producers who 

are larger than other agricultural producers on average 

                                                           
9 The first conclusions are described. 
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have faced with problems during harvest when the price 

of their product is underestimated. The role of LAGs and 

producers groups in bottom-up approach of decision 

making could be of crucial importance for the 

ǎǘǊŀƛƎƘǘŜƴƛƴƎ ƻŦ ŀƎǊƛŎǳƭǘǳǊŀƭ ǇǊƻŘǳŎŜǊǎΩ Ǉƻǎƛǘƛƻƴ ǿƛǘƘƛƴ 

the food chain. 

2 Innovative insurance instruments 

and specialization 

It is rare to find a farmer in Serbia who does not grow 

multiple types of crops, as land diversification is one of 

the most important risk-management strategies. To 

avoid the traditional approach towards farm 

sustainability, modern technology should be implied 

along with straightening of farms specialization.  In these 

conditions different insurance instruments can be used. 

It is necessary to provide adequate incentives for farmers 

and at the same time to strengthen technical and 

financial capacities of insurers to take risks into their own 

coverage. Insurers are expected to offer appropriate and 

various products, tailored to the needs of the insured, 

with the widest possible coverage of risks, precise and as 

simple as possible defined conditions of insurance and 

accessible insurance tariffs. The new instruments could 

be related to the parametric index-based weather 

insurance. 

3 The public warehouse system and 

innovative financial instruments   

Agricultural producers are given an opportunity to store 

their goods in a high-performance storage facility and 

hence preserve the quality of their produce. The risk of 

diminished quality or quantity of the product is reduced 

to a minimum, since, in the case of goods getting 

damaged in the warehouse, it is the Indemnity Fund that 

guarantees the compensation. With warehouse receipts, 

agricultural producers can obtain favourable short-term 

loans to finance the production process, until that 

process is completed, without having to pledge the 

goods or use mortgage as collateral. Agricultural 

producers are given an opportunity to use subsidies for 

covering some of storing expenses and expenses 

associated with obtaining a loan. Additionally, based on 

the warehouse receipts, different commodity derivatives 

can be designed. The important role in the system 

implementation belongs to the exchange and knowledge 

transfer.  

4 Innovation and technology 

improvement 

The system of innovation must be oriented toward final 

implementation and associated with the practice. A 

pragmatic approach in the design of R&D activity 

involves the active participation of producers in the 
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dissemination and implementation of achieved scientific 

results. Technology improvement is also connected with 

access to credit. 

 

6.6 The key strategies and the wheat sector performance - SWOT analysis 

 

The following table illustrates the key internal strengths and weaknesses, as well as external opportunities 

and threats that influence the wheat sector performance and strategies applied in the practice: 

The strengths  

ü The sector is self-sufficient. 
ü Serbia is wheat exporter. 
ü The new institutions (rather weak at the 

moment) can significantly influence 
position of wheat farmers in the future: 
public warehousing system, innovative 
insurance instruments etc. 

 

The weaknesses 

ü Undefined, unstable and changing 
institutional environment. 

ü Market structure significantly influences 
the agricultural holdings performance 
due to their dependence on wholesalers 
and industry. 

ü The unorganized, fragmented sector. 
ü Poor educated farmers. 
ü Underdeveloped, lower yields farms 

comparing with the EU average. 
ü Traditional orientation: product 

diversification strategy is rather applied 
than specialized production. 

ü Food safety issues (food quality and 
control). 

The opportunities  

ü Internal market capacity - higher 
consumption of wheat products than in 
the EU countries. 

ü The regional integrations can improve 
the position of Serbian wheat farmers 
and associations. 

ü Innovations related to the high 
technology implementation in the 
practice (building of the new software 
related to the crop production control 
and management, implementation of 
new financial instruments etc.)  

The threats 

ü Climate change - natural disasters such 
as floods, earthquakes, landslides, forest 
fires, droughts, heat waves, prolonged 
winter etc. 

ü The economic crisis has influenced prices 
recorded in the international markets, 
and also transferred the negative 
influence on the domestic market. 
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6.7 The Results of Focus Groups Discussion and Workshop 

 

6.7.1 Introduction 

 

¢ƘŜ ǉǳŀƭƛǘŀǘƛǾŜ ǊŜǎŜŀǊŎƘ ƻŦ ŦƻƻŘ ŎƘŀƛƴ ǎǘŀƪŜƘƻƭŘŜǊǎΩ ŀǘǘƛǘǳŘŜǎ ǘƻǿŀǊŘǎ ǎǳǎǘŀƛƴŀōƛƭƛǘȅΣ Ŏƻnditions and 

strategies was conducted using form of focus groups discussion defined by the project activity leader. Two 

focus groups (in Pancevo and Zrenjanin) were conducted in May 2017. Both FGD were conducted in Banat - 

eastern part of the Vojvodina Region. It is area with traditionally represented wheat producers. Younger 

farmers (up to 45) were included in the discussion in Pancevo which was realised in cooperation with the 

local agricultural advisory service office.  The second FGD included farmers from different aging groups. The 

interviews lasted about 2 hours for each FGD. 

Totally 10 farmers were asked to participate the first FGD, while 5 farmers out of 7 invited took 

participation in the second FGD. Additionally, all obtained results were confirmed by the food chain 

stakeholders (PW). The workshop was organized during the International Agricultural Fair at the premises 

of "Poljoprivrednik" (Eng. "Farmer" Magazine) in Novi Sad in May 2017.  

 

 

 

Key words: FGDs - Wheat sector (TagCrowd) - Translation: odrzivost, marginalni, posao, proizvod, trziste, 

prodati, zarade, cena (sustainability, marginal, business, product, market, selling, earnings, price). 
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Table 19: Basic information about FGD Participants in the Region of Vojvodina 

Organisation  Place Status  Land Age group 

The 1st FGD 

Agricultural producer tŀƴőŜǾƻ Participated 80 <40 

Agricultural producer tŀƴőŜǾƻ Participated 50 40-55 

Agricultural producer tŀƴőŜǾƻ Participated 120 40-55 

Agricultural producer tŀƴőŜǾƻ Participated 35 <40 

Agricultural producer tŀƴőŜǾƻ Participated 60 <40 

Agricultural producer tŀƴőŜǾƻ Participated 100 <40 

Agricultural producer tŀƴőŜǾƻ Participated 95 40-55 

Agricultural producer tŀƴőŜǾƻ Participated 20 <40 

Agricultural producer tŀƴőŜǾƻ Participated 36 <40 

The 2nd FGD 

Agricultural producer Zrenjanin Participated 140 40-55 

Agricultural producer Zrenjanin Participated 30 <40 

Agricultural producer Zrenjanin Participated 45 <40 

Agricultural producer Zrenjanin Participated 56 >55 

Agricultural producer Zrenjanin Participated 45 >55 

Agricultural producer Zrenjanin Invited to participate - - 

Agricultural producer Zrenjanin Invited to participate  - - 

 

 

6.7.2 The starting point - The meaning of sustainability 

 

The first associations on sustainability are connected with the environmental point of view - they 

emphasized importance of different sustainability aspects such as lost of varieties, intensive use of 

chemicals, the role of four-course system in crop production ect. Producers also think about economic 

conditions such as wheat price volatility, increase of production costs and input-output parity.  
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The statements:  

- Environmental aspects 

"We have lost varieties, quantity is only important, everything is determined by price." (<40, up to 50ha) 

"Well, sustainability, what do I know ...wheat is not so interesting, but we have to plant it... 

(Interviewer: Why (though not interesting)?)... Every second year it must be sown so that the soil can be 

cleared of sorghum and other grasses." (>55, up to 50 ha) 

"Sustainability (besides price) implies the fact that we cannot apply the same culture each year at each field. 

If we want to be efficient, we must reduce costs." (40-55, more than 100 ha) 

- Economic aspects 

"We have to invest a lot, and after production storage capacities take care only on quantity, quality is on 

the second place, price is not determined in advance." (>55, up to 50 ha) 

"We care only about quantities, we cannot change price, so in our interest is to be more productive." (<40, 

up to 50 ha)  

"The price is very low. I remember (...when there was another minister...) for 60kg of wheat I got 100kg of 

fertilizer, and now you have to give 250kg of wheat for 100kg of KAN. I do not know if anyone takes care 

about it (thought on ministry)." (>55, up to 50 ha) 

 

This approach reflects certain "traditionalism". However, the awareness about environmental protection is 

present as well. Our interviewees are located in the region of intensive wheat production. Based on their 

practices, they use wheat as the culture important for soil quality improvement and control of chemicals 

use. It consequently influences production costs, and having in mind the price of wheat, it is not as much as 

important alternative as other crops. Farmers less than 40 years might have a different approach. 

According to the expert opinion (agricultural advisor) farmers think about economic part of their business 

mostly, social or environmental part is less important for them. They are also less oriented toward 

community development. "When group of younger farmers think about sustainability they increase area 

under crops and start additional business such as trade with seeds and other inputs (they often act as local 

suppliers to other producers on the behalf of large traders - importers and exporters)."(Expert - agricultural 

advisor) 

 

6.7.3 Policy and regulatory conditions 

 

6.7.3.1 Prioritization in state land leasing 

 

The  lease  market  is  characterised by insecure property rights and a relatively high lease tax (20 % of the 

lease value) that result in many lease transactions not being officially reported particularly in the Region of 

Vojvodina. As a consequence, land-lease contracts are often short-term and do not encourage medium-

term investment in the land or in the development of the farm infrastructure. State land leasing was 

introduced recently to improve land market functioning in Serbia. Our discussions were dedicated both to 

price of leasing and a huge public discourse about the right to lease state land with positive discrimination 

on the behalf of livestock producers.  
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The agricultural advisor stress attention on this issue: "Livestock owners have the right to lease. The other 

producers (crop farms) must then be oriented to the land leasing from small farmers and that makes a lot 

of troubles. The price goes up, the price of the land leasing is even higher when a new supply of state land 

appeared. This is a problem in all cereal regions of Serbia." Additionally, producer (<40, less than 50 ha) 

emphasized following: "Livestock farmers receive land at their initial prices and afterwards they give it to 

third parties at a higher price and thus earn a profit. For example, one can paid 100 EUR per hectare, and 

offer me the same land for 200 EUR per hectare. By doing nothing, he earns 100 EUR per hectare". 

The positive discrimination is also foreseen for investments in vertically integrated food processing, 

producing energy from renewable energy resources, using agricultural products or by-products as the raw 

material, enhancement of the genetic potential in livestock breeding ect. Besides mentioned aggravating 

circumstances (seen from the specialized wheat farms only - without own livestock production and no-

alternative production systems connected with bio fuels or energy), the participants pointed out that even 

when they managed to lease state land, they have faced with numerous problems in the practice - short 

period, administrative issues and increase of overall costs. 

 

The statements: 

"I cultivate my own land and state land. I have to add something... The auction commission (thinks of 

organizers at the local level) has no idea about anything. We were in this auction, we got a land, and we 

haven't received a contract yet... From the legal point we cannot "enter the property" until we get this 

contract. What could we do? We cultivated, and somebody can sue us that we entered illegally." (40-55, 

more than 100 ha) 

"Minimum 5 years. We have to prepare the land in the first year, when you will not get anything ... so you 

will only get some yields in the second and third year." (>55, up to 50 ha) 

"When these subsidies weren't available, the land leasing was favourable, and after subsidies had 

introduced - price of land increased. Again, when the huge private owners start to lease state land, price 

increased even more." (40-55, more than 100 ha) 

 

Our participants also pointed out positive discrimination of members of the national minority in Vojvodina - 

subsidies are granted for land purchase in Serbia by foreign governments. This type of activity is especially 

ǇǊŜǎŜƴǘ ƛƴ ǘƘŜ .ŀőƪŀ ǊŜƎƛƻƴ όNorth Vojvodina).  

 

A statement: "The national minority in Vojvodina is supported by other funds - their country gives them 

money to buy land here. I would take their citizenship, if I only could." (40-55, more than 100 ha) 

 

 

6.7.3.2 Wheat producers between tradition and modern production 

 

Wheat is practically the only winter crop grown in Serbia and therefore plays a significant role in the sowing 

structure for crop rotation purposes. Crop rotation can help to control of pests and diseases to maintain 

soil quality, and ensure enough nutrients are available to different crops each year.  Wheat farmers in the 
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Region of Vojvodina plan their production based on crop rotation. On the other side, research institutes ask 

for better understanding of information economy and management system that is governed by informed 

choices. 

 

The illustration: Implementation of the ITC in the wheat sector in the Vojvodina Region 

The regional government (Vojvodina) - The Agricultural Service advices agricultural producers how to use 

their resources in the most efficient and productive way. They use ITC system to communicate and to have 

on-line connection (system of prompt replay). 

 

http://5.189.140.16/~svetodavstvo/sites/default/files/dl/smsznanje.pdf  

"The proposed agro-meteo-pheno network of sensors distributed throughout an area will generate big sets 

of extremely valuable real-time data, which were so far absolutely unavailable. This data will be fused with 

data coming from the Collaborative SENTINEL ground station (also foreseen at BioSense), and then 

processed to generate useful information for farmers, farms, extension services, companies and finally 

government and decision makers. The final information will be tailored to the needs of the end-user and 

range from e.g. instructions for optimal fertigation or planning of crops (for farmers), to national and local 

yield and price estimates, or indices for subsidies (for the government)." 

http://biosens.rs/?page_id=7743&lang=en  

Our discussions confirmed usefulness of these information systems particularly to young farmers. 

"They can get anything they want from phone. They apply as users of information system in Vojvodina and 

they can get any information about their land under crops, quality of plants, perspective yields, meteo 

conditions etc."  (Expert/agricultural advisor) 

 

The government is improving the growing technology; therefore yields are increasing as more land is 

cultivated by professional producers who are better informed about new technologies and modern 

production equipment. Serbian wheat farmers use less than half the amount of chemical fertilizers than 

farmers in developed countries. Having in mind overall conditions, they aren't guided by promotion of 

environmental sustainability - that is a consequence of limited resources at the farm level foremost. As a 

result of the limited use of mineral fertilizers and certified planted seeds, crop yields in Serbia are much 

lower than in most EU countries. Additionally, about 40% of wheat seeds used by small Serbian farmers 

with limited financial resources to buy certified seeds come from the previous crop (they use their own 

seeds in production). 

 

http://5.189.140.16/~svetodavstvo/sites/default/files/dl/smsznanje.pdf
http://biosens.rs/?page_id=7743&lang=en%20
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The statements:  

"For example a larger farmer treated his plants yesterday (put the chemicals in the field). Right after the 

treatment it was raining. Due to limited funds he cannot spray again - he will simply let his crop 

unprotected." 

"Producers have changed their habits. They had their own calculations and calendars in the past. But 

climate changes have influenced their practices - they cannot finish everything in the way how they were 

working previously. "Just in time" practice is very important in the wheat production. They follow forecasts 

and experts advices more accurately now." (Expert - agricultural advisor) 

The regional government (Vojvodina) - if you give the right information just in time using the most 

effective and efficient way, farmer can change their practices. Under limited funds this is the way to control 

overall costs and to improve use of chemicals in the context of environmental protection.  

 

http://www.pisvojvodina.com 

 

 

Based on information listed above, the use of chemicals can be efficiently controlled if wheat farmers 

follow the strict instructions of experts in the field of research - technologists, phytopharmacy experts, 

meteorologists and others who have to join their efforts to help facing with contemporary challenges. On 

the other hand, the information should be efficiently communicated /  disseminated. With use of IT 

technologies, this system particularly meets standards of communication with younger farmers. Our 

discussion shows that interviewees use this system only if they are registered as direct users of state 

advisory servƛŎŜ όŦƻǊ ŜȄŀƳǇƭŜ ƛƴ tŀƴőŜǾƻ ǘƘŜȅ ƘŀǾŜ ŘƛǊŜŎǘ ŎƻƴǘŀŎǘǎ ǿƛǘƘ ŀƎǊƛŎǳƭǘǳǊŀƭ ŀŘǾƛǎƻǊ ŀƴŘ ǘƘŜȅ 

usually use traditional contact forms such as meetings and phone call, but they receive also information 

from www.pisvojvodina.com which is a part of agricultural service broadly open to the public).  

 








































































































































































































