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I. INTRODUCTION  

According o the Agricultural Law, which has been proposed for approval in 2008, The National 
Agricultural Program of The Republic of Serbia is a document which defines the implementation of 
the agricultural policy. “The National Program defines short-term and mid-term goals of the 
agricultural policy, the methods, sequence and deadlines for the fulfillment of the aforementioned 
goals, the expected results as well as the type, shape, purpose and the scope of specific state 
grants.“ (Article X, Agricultural Law).  This is the first National Program which spans over the 2009 – 
2011 period and encompasses the measures which the Government of Serbia will implement during 
the following three year period. 

The National Program is intended to be used by numerous entities which need a predictable policy, 
ranging from individual farmers, companies, alimentary and processing industry to other Ministries, 
NGOs, foreign investors and donators.  

Agriculture is a sector whose development requires time and, perhaps more than any other sector, 
long term policy predictability. This is why the Ministry of Agriculture wants to send out a clear signal 
with the National Program which will show that readiness for reform implementation, define the 
activities and support measures which will be carried out, set up clear and realistic goals which 
should be realized during the 2009 – 2011 period. 

The National Program is going to pass the legislative procedure before the negotiations with the 
WTO are concluded, which does leave some uncertainties, but cannot wait any further because  
the agricultural sector needs guidelines which will focus the agricultural policy in the following three 
year period.  



 

II. PROGRAM IMPLEMENTATION ENVIRONMENT  

II.1. The worldwide demand for agricultural products 

By observing the worldwide supply and demand projections for the agricultural and alimentary 
products during the following ten year period, it is safe to assume that the consumption of the 
agricultural products will rise as a result of the increased income of the population. The consumption 
of alimentary agricultural products which are intended for human use will rise faster in the countries 
which are not OECD members, due to the expected increase in earnings. Beside that, the 
population of the developing countries is expected to change their purchasing habits and to further 
diversify the consumption. This will mainly increase the consumption of the meat and dairy products. 
Furthermore, it is expected that the sugar and olfactory plant consumption will rise in these countries 
as well. Increasing the population concentration in urban areas will quicken the aforementioned 
consumption structure and habit change. The increase of meat and dairy product consumption will 
influence the growth of the animal feed market which will in term increase the demand for grains 
except wheat and soybeans/sunflower pellets.   

It is also expected that the scope of the worldwide agricultural production will continue to increase 
in the aforementioned period, though at a lower growth rate. It is predicted that wheat production 
will increase by 11%, olfactory crops by 1.9% and the milk production by 2% per year. These 
envisioned trends are rationalized by the production method improvements in developing countries, 
i.e. by the increase in arable areas and yields. 

The average yearly growth rates for the production and consumption of agricultural and alimentary 
products during the 2004-2014 period: 

Commodity 
Production Consumption 

Total OECD Non-OECD Total OECD Non-OECD 
Wheat 1.0 0.7 1.4 1.1 0.7 1.3 
Rice 1.3 -0.1 1.6 1.0 0.4 1.0 
Other cereal 1.0 0.3 2.0 1.3 0.7 1.8 
-cereals used for animal feed  1.3 0.5 2.5 1.3 0.4 2.2 
Olfactory crops 1.9 0.7 3.1 2.4 1.6 2.9 
Pellets (soybean/sunflower) 2.6 1.9 3.6 2.7 1.7 3.9 
Beef 1.6 0.7 2.6 1.6 0.6 2.3 
Pork 1.8 0.8 2.6 1.8 0.8 2.3 
Poultry 2.2 1.8 3.0 2.2 1.8 2.5 
Milk 1.9 0.9 3.0 .. .. .. 
Butter 1.7 -0.3 3.4 1.8 -0.3 2.9 
Cheese 1.8 1.8 2.8 1.9 1.6 2.7 
Powdered milk, skimmed -0.5 -1.3 2.5 -0.9 -2.5 1.3 
Powdered milk, un-skimmed 2.0 1.2 3.4 2.0 -0.3 2.6 
Plant oil 2.7 2.0 3.4 2.8 1.9 3.1 
Sugar 1.9 -0.1 2.8 1.8 0.4 2.3 
Source: OECD/FAO Agricultural outlook: 2005-2014, page. 13 

 

It is predicted that developing countries will not be able to produce all of the food that they require, 
and that they will have to import a significant portion of it. As a consequence, the mid-term 
competitiveness intensity will increase as well as the pressure on the prices. An increase in 
competitiveness is also expected due to the appearance of new exporters from non-OECD 
countries, as well as from the countries that are currently in a transitional stage. At the same time, 
the efficiency on the world market will increase which will result in a further real price decrease of 
most agricultural products.  



These developments will influence the market balance of some countries and of certain products. 
However, the external trade of agricultural products will develop more slowly than the trade of other 
commodities, mostly due to the existence of strong trade barriers. The trade entail among the 
countries in the southern hemisphere will rise, due to the export increase, and due to the quicker 
development of the countries in these regions.  

It should be considered that many other factors will influence the world trade market of agricultural 
and alimentary products, for example the geo-political and the economic situation, the world 
economic crisis which started in 2008, the change in supply and demand on the large markets such 
as China and India, as well as the trade and multilateral agreements. Furthermore, it is expected 
that the structural change in the alimentary industry will continue, which will result in an increase of 
the concentration, globalization, and a change in the food production chain. For example, the role 
of the food safety standards and the significance of vertical coordination will increase. In addition to 
the national and trade policies, the aforementioned tendencies will have a determining influence 
on the agricultural markets and trade. The appearance of illnesses such as the Bovine Spongiform 
Encephalopathy (BSE) or Avian Influenza, the product health safety concerns as well as the change 
of currency values also represent uncertainty factors. In addition, it is possible that significant climate 
changes may occur which will influence the yields in crop production as well as the results in the 
livestock production. 

II.2. EU and CEFTA environments 

The increase of the EU market caused by the acceptance of 10 + 2 new member countries has 
caused significant economic changes, which in term had a significant influence on the agricultural 
product market. Expressed in pure numbers, the increase of the EU members from 15 to 27 represents 
an increase of the market potential from 380 to 454 millions of consumers, an increase of farmer 
numbers from 7 to 11 millions, an increase of the arable area from 135 to 168 millions of hectares 
(roughly 30%) while the agricultural production will increase between 10 and 20%. This data indicates 
that the new member countries have not used all of their potential for agricultural development. At 
the same time, the EU extension did not bring an automatic application of the existing EU-15 
agricultural policy. Instead, a new policy model was formed after negotiations with the new 
member countries.  

The Republic of Serbia has made a decision to join the European Union (EU) and the World Trade 
Organization (WTO). This means that, as a new member, Serbia has to accept existing rules and also 
attempt to secure a better position through negotiations. With the aforementioned integration 
goals, Serbia discards a self-sufficiency strategy (for any commodity) and turns to market 
liberalization and open trade with other countries. In accordance, national self-sufficiency can no 
longer be used as an argument for the protection of the domestic agricultural industry. The desire to 
join the EU and the WTO means that the agriculture must prepare for the competition on a unified, 
development market, where no trade obstacles exist. In order to successfully participate on this 
demanding market and in order to accommodate to the EU agricultural policy, it is necessary to 
redefine the agricultural development goals through improvements in the competitiveness, food 
safety and rural development areas.  

In 2006, Serbia replaced the existing bilateral free trade agreements with its neighboring countries 
with a single Central European Free Trade Agreement (CEFTA). By signing the CEFTA Serbia did not 
merely become a part of the market with a population of 27 million, it also accepted the 
responsibility to conduct its export in a way which will promote free trade in the region. The benefits 
of the CEFTA for Serbia are huge, so it remains in Serbia’s interest to eliminate all non-customs related 
barriers which hinder the trade of agricultural products.  

 



II.3. The Agricultural Industry of Serbia  

Due to the favorable climate, good natural soil characteristics and the abundance of water 
resources Serbia’s Agricultural Industry has great potential. However, that potential has not been 
fully utilized.  

In Serbia, agriculture is not treated as a mere economic branch, due to its traditional role as well as 
the great expectations for the future. In all municipality level and region level strategies, agriculture is 
recognized as one of the main strategic development courses. Most of the population, both rural 
and urban, view agriculture as a great development chance for Serbia. As an economic branch, 
agriculture can produce much more than it does currently and thereby improve the overall 
development of Serbia. Agriculture can also serve as a short term buffer which will ease the 
transitional process though it cannot continue to employ as many people as it currently does and 
remain competitive in the environment which Serbia intends to enter through the integration 
processes. The conflict between the role which agriculture plays in the economic development and 
its social component has characterized the past period. Changes in the agricultural industry occur 
slowly, usually as a response to market processes, and not as a part of the Government’s strategy for 
the development of the sector. The institutional and legislative reforms were started but they have 
not been finalized yet. 

It is possible to note a few clear characteristics and trends:  

The change in ownership structure and the consolidation of the parcels: The privatization of the 
entire sector has not yet been finalized because a certain number of “agricultural combinates” has 
not been privatized and most of the “old unions” do not have a clarified status and still do business 
according to the “social capital” standards where the employees manage the “union”. However, it 
can be said that this process is nearing finalization. The Arable Soil Law determined that the 
privatization of the state owned land parcels should wait until the restitution. Meanwhile the state 
owned land should be rented according to the best offer, which can be an individual farmer or a 
company. The implementation of the Privatization Law and the Arable Soil Law has resulted in the 
allocation of a large part of the land and resources to the farmers which are capable of making a 
better profit.  

The instability of the agricultural policy:  During the past eight years, three phases of agricultural 
policy stand out. The first phase (2001 – 2003) was characterized by the price support for certain 
crops (soybean, sunflower, sugar beet, wheat) and the lack of other agricultural policy measures. 
The second phase (2004-2006) removes the price support and implements the investment and rural 
development support, while the third phase (2007-2008) is characterized by the establishment of the 
payment systems per arable area and per head and the implementation of numerous ad-hoc non-
market measures. This unpredictability of the agricultural policy, despite the adoption of the 
Agricultural Strategy in 2004, has made long term planning more difficult which resulted in a 
decease of investments into the sector and the non-market profit distribution between the market 
chain participants.  

Slow adaptation to the food safety standards: Not adopting the Food Safety Law and a number of 
the related laws as well as not forming efficient institutions to coordinate their implementation is one 
of the greatest failures of the agricultural policy creators. An expensive and inefficient system is 
maintained due to the lack of readiness of the Government institutions to reform this sector, which 
already presents one of the most significant problems during the EU and WTO integrations, and can 
largely slow down these processes.  

The slow development of the supporting institutions and the legislative framework: The non-reformed 
Agency for commodity reserves, extension service and water management organizations which still 
function as public, state owned companies, the non-reformed agricultural research institutions are 
just some of the unfinished tasks in forming an institutional framework for the development of the 



agricultural industry. The unions, the industry chamber and the qualification organizations are not the 
leaders of the development although they should be, due to their unwillingness to conduct internal 
reforms.  On the other hand, several significant institutions were formed in this period: the Veterinary 
Control Department, the Plant, Water and Forest Protection Department and the Registry of Farms.  
Several laws have been adopted as well: the Agricultural Soil Law, the Forestry Law, the Organic 
Agriculture Law, the Seed Material Law and the Seed Law.   

The initialized development of the credit and the land market: Having a successful agricultural 
industry without a developed credit and land market is unthinkable. The reforms in the bank sector, 
the forming of the farmer registry with mandatory banc account establishment, the Ministry’s 
measures for improving the credit market and other factors have all contributed to the reduction of 
specific risks related to providing credit support to farmers. Banks are increasingly starting to view 
farmers as potential clients, which opens up many possibilities for developing the land market, 
whether for parcel sale or rental. 

The reduced participation of the agricultural industry in the GDP: The constant reduction of the 
participation of the agricultural industry in the GDP is not a  consequence of the growth of the 
agricultural production value, but rather, it is caused by the increased development of other sectors. 
In 2001 the total agricultural production value was 135.08 billions of dinars which made up 15.7% of 
the GDP. On the other hand, in 2006, the agricultural production value was 137.8 billions of dinars 
which made up 10.7% of the GDP.  

A significant increase of the export value: Opening the EU market for the agricultural-alimentary 
products from Serbia (Autonomous Trade Preferences from the year 2000) as well as an entire 
network of bilateral trade agreements with the neighboring countries (currently replaced by the 
CEFTA), created the conditions for transforming Serbia into a net food exporter. This first occurred in 
2005 with a surplus of 255 millions of US dollars. High domestic protection measures, the 
reestablishment of severed trade lines, export subsidies and numerous comparative advantages 
have led to a further increase of the foreign trade surplus in this area which had risen up to 600 
millions of dollars in 2007. 

Gradual market opening: Even after the market liberalization in 2001, Serbia still has the highest 
protection measures in the region (average ТЕ%=21%). In accordance to the WTO and Stabilization 
and Association Agreement (SAA) negotiations, the protection level will be (during the next six years  
the TE% should be lowered to an average 3.1% according to the SAA). However, a decade of high 
protection values was caused by certain lobbies which prevented a detailed competitiveness 
analysis of the of the domestic products.  

The absence of modern, legitimate market chains: here are two basic challenges with forming 
market chains. The first one is choosing the best method for including small scale producers into a 
modern market chain due to their lack of competitiveness which leads to the use of informal trade 
channels and high standard implementation costs.  The second one is to increase the 
competitiveness of the processing capacities which will be able to improve the consumption 
through establishing new markets. It is obvious that there is a high competition level in the primary 
production and a low competitiveness level in the processing industry. This is primarily caused by  the 
non-compliance with the EU export standards which reduces investments, an unpredictable support 
policy, unformed institutions and the unknown competitiveness level caused by the high customs 
based protection.  

On the other hand, we have numerous trends which will apply to the farmers and the population of 
the rural areas. Some of those trends are:   

The reduction of the number of the farmers this is mainly caused by the migration of farmers into 
other industry sectors, the unwillingness of the farmers’ children to continue their family’s line of work 



as well as the impossibility to become competitive on the market  with the current production level 
and capabilities. This also leads to an increase the farmers average age in rural areas.  

Due to various technology improvements in the food production industry, the need for manual labor 
in the agricultural sector is diminishing and the diversification of the activities on the farm holds is 
moving towards rural tourism and handcrafting.  

An increase in job migrations occurs in cities because: а) the advanced parts of the rural 
community leave the villages due to the better social and economic conditions in the cities; б) the 
poorer population is forced to look for jobs out of the agricultural industry due to the reduced 
income on small farms. 

An increased urbanization of rural areas as well as an increasing demands in the service industry 
which requires specific knowledge of the people who live in rural areas. 

The reduction of the arable areas caused by the creation of industry and service parks. 

The role of the farm is changing, as it is no longer just a food production facility, and now requires a 
broader repertoire of economic, management and agricultural skills. This presents a need to 
educate the rural population which will find more and more jobs in the service industry. 

Serbia’s EU ascension and the forming of a unified regional and rural development system which is 
based on a decentralized policy, a higher participation of the population in the decision making 
process and increased possibilities for utilizing the EU funds. 

II.4. The World Economic Crisis  

At the end of 2008 the ongoing economic crises had culminated and it is unknown when it will end. 
The crisis first engulfed the financial sector, then the real estate sector it is predicted that a large part 
of the population will soon feel the consequences of the crisis as well, whether through job losses, 
reduced pension funds, increased taxes and inflated prices. Despite the attempts of many 
governments to alleviate the effects of the crisis through financial interventions, only partial success 
has been noticed. The main consequences on a global scale are: a high reduction of the stock 
market value, lack of funds, reduction of investments, worker layoffs, reduction of real estate value, 
reduction of the consumption (primarily the consumption of luxurious goods for now). Besides the 
aforementioned consequences, two additional factors are highly significant for Serbia:  

• Reduction of the investments (both foreign and domestic) 
• Lack of investment funds due to the reduction of cross border credits, the withdrawal of 

private deposit funds and the reduction of the income of foreign funds 

The reduction of the investments and the lack of investment funds will cause a slew of side effects 
which will have a negative impact on the economy and the agricultural industry of Serbia. They can 
be divided into several groups: 

• The difficulties in maintaining the macro-economic stability which reduce business 
predictability 

• The change of the dinar value which increases the export risks 
• The possible weakening of the dinar increases the buying price of foreign equipment and 

production inputs and increases the debts of the farmers 
• The reduction of the purchasing power of the population will have an impact on the 

market demand 
• The lack of EU and state funds can result in: 

− An increase in taxes 

− The reduction or the total removal of the agricultural subsidies on many levels (state, 
province, municipality and even the EU) 



• An increase in the fund pricing 

The economic crisis will negatively impact Serbia’s agriculture, due to the increase of fund pricing 

and many accompanying effects which decrease business predictability, consumption rates and 

the availability of funds.   

II.5. The worldwide increase of food prices 

The grain and olfactory crop prices are rising again after decades of decline. The fruit and 
vegetable prices are reaching their upper limits and sugar prices are rising again after two years of 
price decrease. On average, the prices of agricultural products have increased by 75% from during 
the 2000 – 2007 period. The drastic price increase which occurred in 2007 was the first since 1973 and 
its unrealistic to expect it to repeat so quickly. The reasons for the food price increase can be 
divided into two categories: short term (weather problems, low supply levels and panic) and long 
term (bio fuel production, the weakness of the US dollar and the high oil price). The consequences 
were most harshly felt by the poor countries which are entirely dependant on grain import in their 
alimentary industry. In Serbia, there were no significant trend changes neither in the production nor 
in the consumption areas.  

Many signals were sent (the UN appeal, the environment problems, market opening threats...) and 
many incentives were activated (the increased farming of deficit crops, consumption reduction, an 
increasing openness for genetically modified products) in order to reduce the prices of agricultural 
products.  

These global scale processes are reflected in Serbia as well. but since Serbia’s market is small and 
isolated, the reactions and incentives here will depend not only on the global trends but also on the 
measures which local market chain participators will conduct.  



 

The long term trend of agricultural crop prices 

and the prediction up to 2017 

Various scenarios for the food price reduction after the 2007 

increase 

 

 

Source: FAO/OECD Food Outlook 2008 

FAO and the OECD both predict that the food prices will reduce by 25-45% depending on the 
strength of the US dollar, weather conditions, oil prices and bio fuel demand. This reduction has 
already occurred in part, because the input sellers, producers, processors, retailers and consumers 
have already reacted to the incentives and the signals which were sent by the market and various 
non-market reactions.    

The increase in food prices will not significantly influence the implementation of the National 

Program because the prices are already stabilizing due to the reactions on the incentives.  



 

III. THE GOAL AND MEASURES OF THE AGRICULTURAL POLICY  

III.1. Increasing the competitiveness 

Goal no. 1: To build up a sustainable and efficient agricultural sector which can compete 

on the world market and thereby improve the GDP 

Competitiveness refers to improving the position of an individual, a company or a state in 
comparison to other relevant subjects  

The agricultural industry of Serbia is facing many problems which are primarily of low investments, 
which caused low competiveness and falling behind similar countries. There are production lines 
and individuals which have competitive products, because competitiveness is build upon the 
application of skills, and individual creativity during the adaptation to new conditions. The new 
conditions for Serbia’s agriculture are already forming. These conditions are reflected in the shift from 
the centralized, planned agricultural production (where the bulk of the responsibility lies with the 
State) to the  market oriented agriculture (where the individual carries the bulk of the responsibility). 
New integration processes (EU and WTO ascendance) will further change the industry conditions 
which will be reflected in the increased liberalization of the agricultural market and the demands for 
higher competitiveness. An increase in competitiveness is reflected by the improvements in the 
loving standard during a long term period. Competitiveness can be improved through the 
investments concerning equipment, new technologies and knowledge. 

The significance of the need to improve the competitiveness has been well understood in Serbia, 
both in the government institutions as in the academic circles and with the commercial farmers. It 
has been realized that the state of the agricultural industry needs to be improved. This should be 
achieved by improving the structure of the farms, the quality standards, the marketing of agricultural  
and alimentary products, the fund and land market and the education. Only by improving their own 
competitiveness can the Serbian farmers survive and advance to the highly competitive EU market.  

Specific priority goals for the  2009 – 2011 period 

• Establishing and improving the support institutions – the Payment Agency and the Extension 
Service 

• Increasing the investments into the rural development sector 
• Improving cooperation and creating common programs with local institutions for 

supporting the farmers and acquiring investors for the processing sector 
• Forming the conditions which are necessary for the commercial credit and finance sector 

to meet the farmer demands for short, mid and long term credits 
• Reducing the price and improve the quality of agricultural inputs 
• Improve the efficiency of the use of the state owned arable soil 

 

� Establishing the Agency for agricultural payments, the Extension service and the rural 

development support network accredited by the EU for managing EU related funds 

� Adopt the changes to the Law of Arable Soil and improve its implementation by ensuring that 

each municipality implements it within the legally proposed deadline  

� Develop credit lines in cooperation with local municipalities through forming local funds for 

agricultural development 



� Support farmer projects related to building production processing and storage facilities, as well 

as the acquisition of new equipment through investment and credit support measure 

� Introduce subsidies for the acquisition of agricultural inputs (fertilizer, seed and fuel)  

� Increase the control and penalty measures concerning the sale of low quality agricultural 

inputs by the producers, importers and retailers 

� Reduce the production risk by introducing subsidies for insurance policies and adopting the 

regulator for agricultural damage reimbursement (i.e. from natural catastrophes) 

� Support the implementation of the agricultural and processing standards (HACCP, ISO, 

GLOBALGAP) 

� Support the programs which are aimed at value improvement (integrated and organic 

agriculture, product branding)  

� Promoting Serbian agricultural products at international agricultural fairs 

� Improving the Extension Service 

� Provide market information to the interested parties 

� Support programs for improving the soil quality (calcification, systematic fertility control etc.) 

� Supporting farmer unions and associations through investment lines 

Main indicators  

• IPARD funds are available to farmers and agricultural processors 
• Annual agricultural sector investments are rising by over 5% per year (the number of tractor 

vehicles, (5%) built up storage and processing facilities (10%), irrigation systems (10%), direct 
investments to the agricultural processing sector (10%), new fruit and  vineyard  plantings 
(8%) 

• The total amount of agricultural credits is increased by 20% in comparison to the year 2008 
• The number of non-standard samples during fertilizer and seed controls is below 5% 
• The export of agricultural products during the 2009 – 2011 period is increased by 25% 
• Mineral fertilizer use is increased by 5% per year  
• All laws defined by the action plan for the EU ascension are adopted 



III.2. Food safety  

Goal no. 2: Provide food products which satisfy the consumer needs in terms of product 

safety and quality 

The realization of this goal should lead to: an increased consumer confidence, higher profitability 
and competitiveness of the alimentary industry, export improvement which are the result of meeting 
the terms of the target countries, replacing imported goods with domestic products of the same 
quality level, reducing control costs and thereby making production cheaper, providing 
international integration (EU and WTO membership). 

Building a comprehensive, coordinated and integrated national plant and animal disease 
monitoring system is the key for preserving the health of animals, plants, humans and the 
environment, as well as for producing safe food. The biggest problem with this goal lies with the 
institutions which should contribute to food safety by enforcing legal regulations and improving the 
control service activities. However, at the same time it is necessary for all participants in the 
production chain to contribute toward the fulfillment of this goal. Extension and Research services 
have an important role regarding the education, awareness raising and information dissemination 
within the production chain. Various structural measures can also improve this goal through 
supporting investments into modern facilities which ensure higher food safety standards.   

The indecisiveness of the State institutions concerning the jurisdiction assignment regarding food 
safety, (common regrouping of the inspectors), the delays in forming the relevant laboratories, low 
knowledge level about the functioning of the food safety chain and many other system problems 
indicate the necessity of better regulation regarding this goal.  

Specific priority goals for the  2009 – 2011 period 

• Establishing the relevant laboratories in the food safety chain 
• Establishing the health control system as defined by the Food Safety Law 
• Full implementation of the integrated border management, especially regarding the 

jurisdiction of the veterinary and sanitary inspectors 
• Animal marking and plant passport classification 

 

� Establishing the relevant food safety control laboratories 

� Adopt all necessary sub-regulations related to the Food Safety Law and begin their 

implementation 

� Establishing the necessary registers for entities in the food producing business 

� Strengthening the extension and institutional support for entities which are in the human food 

and animal food business end ensure the implementation of the food safety standards 

� Expand and improve the animal marking system 

� Build up the capacity of state institutions for monitoring the EU and WTO participation process 

 

 

 

 



Main indicators 

• All conditions for milk export into the EU are fulfilled and the license has been awarded to 
several milk producers 

• The Food Safety Laws defined by the Action plan for the EU ascension have been adopted 
• The forming of the necessary registers has been started. Producers who are non-compliant 

with the food safety regulations are being excluded from the market 
• Multiannual and annual control and monitoring programs from each area have been 

adopted 

  



III.3. Supporting standards   

Goal no. 3: Ensuring the life standards support for people who are dependant on the 

agricultural industry but are incapable to follow the economic reforms 

One thing that is specific for the agricultural industry is the fact that a certain portion of the 
production is being used for own needs i.e. it’s being consumed on the farm. Some farms are not 
market oriented and cannot be competitive whether due to their capacities or due to being 
located in areas which are unfavorable for agricultural production. This category mostly consists of 
older people which live from their pensions and/or land parcel renting. Their agricultural production 
is meant solely for own use.  

Therefore, it is important to define a policy which will not apply to everyone, but will be aimed 
toward the needs of certain groups and form different measures for different farm categories, 
according to the amount and the type of their production. 

Those who wish to compete and constantly improve their production should be supported though 
competitiveness improvement policies. On the other hand, those who produce solely for their own 
needs and are unable to become competitive should be granted income support measures.  

The easiest solution is to separate the farms into two groups: commercial farms and non-commercial 
farms. Commercial farms are market-oriented and adapt their production to the market demands. 
Non-commercial farms only produce to cover their own needs yet agriculture remains their sole 
source of income.  

Income support measures should provide a higher life standard for non-commercial famers which  
would substitute their market share. This support should be aimed only toward those who are having 
adverse conditions for agricultural production (i.e. due to old age or unfavorable areas) and are 
unable to effectively compete on the market. 

Specific priority goals for the  2009 – 2011 period 

• Reducing the number of non-commercial farms 
• Improve the system of pension, health and social insurance of the farmers 

� Income support measures should support the members of non-commercial farms which fulfill 

the age criteria 

� Providing support for non-commercial farmers during land allocation toward the market-

oriented farmers 

� Research methods for reforming the pension, health and social insurance systems of the 

farmers in cooperation with other government institutions 

Main indicators 

• The number of non-commercial farms has been reduced  by10% 
• The number of contracts for land allocation has been increased by 15% 
• The reform of the pension, health and social insurance system has been adopted by the 

Government and its implementation has started 

  



III.4. Village development  

Goal no. 4: Ensuring the support for the sustainable development of villages 

The development of villages encompasses a much wider area than merely agricultural 
development. The development policy extends above the farms and the producers. Village 
development can be viewed as a compilation of various social and economic activities defined by 
the rural development policy and aimed at village areas. Basically, this encompasses all activities 
which are aimed at improving the living conditions and the industry in villages. These activities are 
most often: investments into agricultural production and processing means, building and restoring 
the village infrastructure, education of the village population, improving village tourism, promoting 
traditional and cultural values, environment protection etc.  

The main problems which have been slowing down the development of village areas for a number 
of years are connected to the migration of village population toward urban areas, unfavorable age 
structure of the village population, insufficient investments into village development, commonly 
association agriculture with village development, thereby ignoring other industries which contribute 
to the village development (village tourism etc.) 

It is necessary to devote special attention to the fact that different regions are at different rural 
development stages and therefore require different support measures.  

Specific priority goals for the  2009 – 2011 period 

• Furthering the building of regional and local rural development support institutions 
• Increase the cooperation between the MFAW and the local municipalities with the goal of 

improving rural development 
• Increase the rural development investments 
• Channel the support toward diversifying the rural region activities 

 

� Forming rural development support measures which will be aimed at building rural 

(waterworks, sewage, roads, electricity network...) and agricultural (irrigation systems, 

marketplaces...) infrastructures by respecting local priorities and with the aid of local co-

financing in addition to multi-annual program financing 

� Adopt a Rural Development Program which will define the goals, measures and activities for 

village development 

� Establish support measures aimed at diversifying the activities in villages 

� Organize capacity building programs for rural development support through local institutions 

� Support local incentives and activities aimed at village development (cultural, tourism related 

and other activities) 

Main Indicators  

• The public network for rural development support has prepared over 50% of the projects 
which were granted IPARD financing 

• The infrastructure and diversification support competitions have been published and 
carried out 

• The number of contracts for rural development with local municipalities has increased by 
50% from 2008 and rised by 10% per year 



III.5. Environment protection   

Goal no. 5: Protecting the environment from the negative effects of agricultural production 

In Serbia, there is no specific agricultural policy for ecosystem protection, natural habitat protection 
and endangered species protection. Agriculture has not been analyzed as a potential source of 
negative influences on the environment, nor has this been legislatively regulated. Agricultural factors 
are not included into the environment protection policy. A general environment protection policy, 
without taking agriculture into account, does not provide a sufficient level of protection in arable 
areas especially considering the demanding EU policies.  

Environment protection policy is conducted through agricultural ecologic programs for which there 
is currently a lack of interest in Serbia. Considering Serbia’s desire to join the EU, it is necessary to 
establish new and harmonize existing standards with the EU policies and define the basic course of 
the environment protection policy which are specific to the agricultural industry. 

Specific priority goals for the  2009 – 2011 period 

• Defining an environment protection policy with regards to the harmful effects of the 
agricultural industry 

• Begin the preparations for introducing the nitrate directive 
• Improve the cooperation with the Ministry for Environment Protection by forming long term 

mutual workgroups 

� Establish the support for farm investments which are aimed at pollution reduction and adapting 

the EU standards 

� Support the development of organic agriculture through investment support for  the 

certification process and the implementation of Good Agricultural Practices (GAP) 

� Establish a registry of organic agricultural producers 

� Establish legislative support for introducing GAP and support the introduction of related budget 

funds 

� Develop strategic, legislative, administrative and technical instruments for controlling the use 

of Genetically Modified Organisms (GMO)and reduce the respective risks 

� Categorize the existing genetic resource support. Adopt the National Program for the 

conservation of genetic resources and obtain support for its implementation 

Main Indicators  

• Mutual workgroups are formed, the work plan has been approved by both ministries and 
their activity has started 

• The National Program for conserving the genetic resources has been adopted 
• A new support system for the genetic resources has been adopted 
• The organic agricultural areas are increasing at a rate of 10% per year 
• The number of Global Gap compliant has increased tenfold in 2001 when compared to 

2009 
• The strategy for implementing the nitrite directive has been adopted and the informing of 

interested parties regarding its effects has begun 



III.6. EU ascension   

Goal no. 6: Preparing the agricultural industry of Serbia for the EU integration 

Due to the increasing number of the EU member states, the EU market has increased along with the 
development chances for the EU agriculture. These changes have, among other things, caused a 
change in the EU agricultural policy, which is primarily reflected in a reduction of а the market 
measures, minimizing the impact of support measures on the production and the increase of the 
rural development support.  

On its way to the EU, Serbia will have to adapt to a number of EU policies, regulations and standards 
which will significantly alter the situation in the Serbian agricultural industry. The economic goals 
which are determined by the Copenhagen agreement which defines the criteria for obtaining the 
EU membership include: 

• Establishing and maintaining a market oriented economy which will be capable of 
integrating into the market economies of the other member states 

One of the preconditions for the transformation of Serbia’s agricultural industry into a market 
oriented industry requires a number of changes and adaptations, mainly related to the ownership 
structure, the relationship between the State and the producers, the development of market 
information systems, strengthening the extension service as well as the improvement of legislative 
regulations which will enable the proper functioning of market instruments.. 

• The capability to handle competition so that the state economy won’t be destroyed due 
to the import of commodities  upon entering the free market 

This is the largest challenge for Serbian agriculture. Therefore, most support measures for agricultural 
production have the end goal of forming a strong economy which is capable of handling 
international competition. Once Serbia becomes a part of the EU free trade zone, competitive 
products will be the strongest means for success of Serbian agriculture and the basis of Serbia’s 
future development. Serbia already has some products which are competitive on the international 
market. However, it is necessary to raise the awareness about the following of market trends and 
adapting to the market demands as well as evaluating the decisions concerning the import and 
export of certain commodities. 

• Worldwide adaptation to the EU rule set and practices 

The common set of laws, regulations and procedures under which the EU functions is known as 
Аcquis Communautaire. In the area of agriculture it covers three groups: legislative standards, 
Common Agricultural Policy (CAP) and so called “structural funds”. Legislative standards which are 
relevant to the agriculture are very massive, and encompass a number if areas ranging from animal 
and plant health, food safety, product marking and consumer protection. The EU CAP regulates the 
mechanisms by which the central agricultural budget of the EU functions. Although Serbia still isn’t 
obliged to have adhere to the CAP, it must work on developing and testing various mechanisms 
related to the CAP implementation before becoming an EU member state. Serbia cannot use the EU 
structural funds prior to obtaining EU membership. However, after establishing certain mechanisms, 
Serbia can use a form of pre-ascension aid through a system which resembles the structural funds. 
Therefore, it is necessary to quickly work on the implementation of these mechanisms. 

The implementation period of this Program will be accompanied by the EU ascension process which 
is reflected through the Stabilisation and Association Agreement (SAA). The SAA is the first step 
toward the integration of West Balkan countries into the EU. It is implemented through the forming of  
free trade zones between the EU and the candidate countries, as well as toward the process of 
harmonizing the legislative framework of the candidate country with the EU counterpart.  



For Serbia, the SAA primarily means public confirmation of the existing benefactions for exporting on 
the EU market, as well as a liberalization of the domestic market for the EU products. From the 
political standpoint, signing the SAA is a considerable step forward for Serbia which sends a clear 
signal about the political orientation of the country. 

Considering the complexity and the duration of the EU integration process, and the fact that the 
agricultural sector is one of the most demanding areas with regards to the regulation harmonization, 
it is necessary to have a well organized approach of the MFAW in the process. The activities which 
the MFAW will work on during the period preceding the full EU membership are: 

• Legislative harmonization 
• Establishing new institutions 
• Staff reorganization 
• Constant staff training 

Harmonizing the Serbian legislation with the EU counterpart is the most demanding part of Serbia’s 
EU integration process. Considering the fact that roughly 10,000 regulations from the grand total of 
27,000 come from the area of agriculture, (agriculture, rural development, food safety, veterinary 
and sanitary policy, fishing industry) the significance of this task is evident. The lead document in this 
harmonization process is the National Program for Integrating the Republic of Serbia into the EU (NPI) 
which represent a multi-annual plan for harmonizing our legislative framework with the EU regulations 
until 2012. At that point, it is predicted that Serbia’s legislation will be fully harmonized with the EU 
counterpart. To ease the task, the EU regulations have been divided into separate chapters. 
Chapters 11 (agriculture and rural development), 12 (food safety, sanitary and veterinary policies) 
and 13 (fishing industry) are related to agriculture in a wider aspect.  

In the ensuing period, the MFAW needs to carry out the following activities concerning the legislation 
harmonization process: 

• Conduct a repeated examination of the division of EU’s legislative framework 
• Build up a system of following and harmonizing Serbia’s regulations with the EU 

counterparts. This system should be capable of showing which part of the EU regulations 
has been transferred to the Serbian legislative framework at any time. It should  also form a 
monitoring system for tracking specific laws within the  harmonization process and point out 
the priorities 

• Provide constant training for jurists which work on the regulation harmonization 
• Determine the priorities for building the national version of the Acquis Communautaire 
• Synchronize the activities according to the NPI priorities 

Establishing new institutions is an important part of the agricultural integration process. There are 
numerous institutions which need to be   built up in accordance to the EU model and which don’t 
currently exist in Serbia (Payment Agency, budget control institutions, etc.). It is necessary to obtain 
the information regarding the number of people who need to be either transferred from other state 
institutions or employed. The second element is the cost of these institutions. This data needs to be 
known before the establishment of the institution so that the funding could be planned ahead.  

Staff reorganization encompasses the successful planning and organization of all employees within 
the MFAW. It is necessary to carry out an analysis of the current state and based on the priorities 
define how the Ministry will be designed until the EU ascension. The way, it is possible to obtain the 
information on the number of new employees and their roles.  

In accordance to the NPI priorities, it is necessary to carry out staff training both horizontally and 
vertically, in order to increase their capabilities for participating in the agricultural integration 
process. Horizontal training encompasses teamwork, foreign language studies, EU project 
composing and computer work. Vertical training would be focused on building the knowledge 
capacity of the employees in certain areas of work.  It’s very significant to carry out the vertical 



training in cooperation with people who work on the harmonization procedures in order to 
determine the training priorities . 

 

III. 7. WTO ascension 

Goal no. 7: Adapt the domestic support and trade policy to the WTO standards  

Parallel to the EU ascension process, Serbia is also in negotiations about joining the WTO. Considering 
the fact that the implementation period of this Program corresponds to the WTO negotiation period, 
the Program implementation will be determined by the results of the negotiations. IN any case, the 
measures and policies which are described within this Program are WTO compliant. Therefore, 
entering the WTO and accessing a larger market can only speed up the implementation of this 
Program. 

The significance of Serbia’s WTO ascension is reflected in the unobstructed access to the markets of 
153 member countries, which make up 97% of the total world product trade. After receiving the full 
WTO membership status,  Serbia can benefit from a significant increase of the number of direct 
investments. On the other hand, Serbia will be bound to the liberalization of the domestic market, as 
well as limiting the agricultural budget funds which aren’t used in accordance to the WTO policies 
(price subsidies, export subsidies etc.). The exact degrees of these aspects will be the subject of 
negotiations.  

The WTO membership will require several significant changes in Serbia’s market orientation:: 

• Reducing foreign protection 
• Reducing domestic support directly connected to the production 
• Removal of export subsidies 
• Removal of certain non0customs barriers which Serbia currently employs 

All of the aforementioned reductions will be carried out through phases, in order to enable the 
domestic industry to adapt to the new conditions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



IV. FINANCIAL PLAN  

IV.1. Agricultural budget 

Funds for the Programme implementation are provided from the budget of the Republic of Serbia as 
funds in the item of the Ministry of Agriculture, Forestry and Water Management and additionally 
from donor funds. The role of the budget is to support the fastest possible realisation of defined 
objectives. It is precisely for that reason that it is necessary to adjust the amount of the agricultural 
budget to the actual needs of agriculture and the country's capacities. Unfortunately, a trend of 
nominal budget reduction has been present in recent years and consequently the reduction of 
share in the total budget. Similarly, the agricultural budget is lower compared to competitor 
countries. It is precisely for that reason that the agricultural budget should be increased in the 
following period and reach a level of about 5% of the total budget (4.2% in the following three-year 
period), which is an improvement in relation to the existing level, but still lower than the countries 
with which the agriculture of Serbia competes in the same markets. The reasons why it is necessary 
for the agricultural budget to be increased are: 

• The need for increasing the competitiveness and establishing strong market instruments in a 
sustainable manner in a relatively short period for the purpose of meeting the conditions for 
full  membership in the EU.  

• The need for regarding agriculture as comprehensive rural development that includes not 
only agricultural production but also all other aspects of development, including 
environmental protection. 

• The fact that the financial support per farm is much higher in the competitor countries, 
which puts Serbian producers in an unequal position. 

The 2010 and 2011 budget projection is planned with an assumption of increase in Gross National 
Income (GNI) defined by the Budget Memorandum and the plan for Serbia to become a candidate 
country in 2010.  

Realised and planned levels of Agricultural Budget and its share in total budget 

 

   Agricultural budget (million dinars)  Share in total budget 



In addition to the size of the budget, the spending structure of the funds is also important, i.e. its 
efficiency, which implies realising the most favourable economic effect on the development of 
agriculture possible with the least funds possible. In order to achieve this, the budget structure will go 
in the direction of:  

• Increasing the share of structural support directed to increasing investments, introducing 
standards, finding new markets, realising the added value of products through organic 
production and protection of geographical origin of products  

• Decreasing the share of administration costs 
• Increasing the funds intended for rural development 
• Keeping the nominal level of support to agriculture lending but reducing its share  
• Reducing export subsidies until they are completely abolished 
• Reducing the share of income support  
• Increasing the funds intended for the improvement of food safety standards through the 

eradication of plant and animal diseases 
• Increasing the funds intended for support to agricultural research, transfer of knowledge 

and market information 
• Continuation of market support to subsidising inputs by means of payments per hectare 

and head of cattle  

IV.2. Use of additional funds  

In addition to the Republic agricultural budget, the Autonomous Province of Vojvodina as well as 
the majority of municipalities also provide funds for the development of agriculture and rural areas in 
Serbia. In addition to them, a significant number of donors also support the sector development 
through various projects.  

By meeting the conditions for the use of funds of the fifth component intended for rural 
development of the IPA funds, between 27 (the worst-case scenario) and 65 (favourable scenario) 
million euros will be additionally provided for 1) improving the competitiveness of agriculture and 
processing industry, 2) protecting the environment against harmful pollution resulting from 
agricultural activities and 3) investing in rural development.  

All these funds should be directed to the realisation of the objectives defined by the Agricultural 
Strategy and the National Programme. The aim is for them to be directed through official channels 
and institutions - national, provincial, regional and local - because the sustainability will be best 
provided in this way. In addition to this, it is essential to have coordination between different projects 
in order to achieve a synergistic effect but also avoid duplication. The aim is to invest these 
(provincial, local, donor) funds in the realisation of the following objectives related to the building of 
capacities of institutions and farmers:  

Institutional capacity building  

• Development of advisory service, governmental as well as private  
• Education of young people and additional education of farmers  
• Agricultural research directed to increasing the profitability of agriculture and its 

application in practice  
• Increasing the capacity of institutions for the purpose of adequate adoption, 

implementation and control of agricultural policy and food safety policy  
• Improvement of rural financing  

Capacity building at farm level  



• Improvement of production and marketing capacity of producers by means of investment 
and technical assistance  

• Unification of farmer organisations (cooperatives, associations) 
• International and regional association at all levels  
• Improvement of rural infrastructure 
• Brand promotion and creation  
• Projects directed to the reduction of harmful consequences of agriculture on the 

environment 

IV.3. Measures for improving agricultural policy implementation  

In addition to the adequate definition of agricultural policy and provision of funds for its 
implementation, it is also important to create procedures as well as capacities for its quality 
monitoring, analysing, implementation and control. The stakeholders should at all times have access 
to the information about the status of their case and the manner of spending the budget funds. The 
activities of the Ministry in the period of the following three years will be directed to:  

• Planning the measures and necessary budget funds for several years. 
• Making an inventory of all budget transfers for agriculture of the Ministry of Agriculture as 

well as other ministries, provinces, municipalities and donor funds directed to agriculture.  
• Analysis of the effects of all these measures, which will point to their positive and negative 

sides and make them accessible to all stakeholders.  
• Classification and grouping of measures of support to agriculture by different category 

(beneficiary, payment form, product, type, purpose, objective) and methodology 
according to the internationally comparable classifications (WTO, OECD, EU) and their 
continuous monitoring by classified group.  

• Preparation of public reports and information about spent budget funds and analyses of 
agricultural policy.  

• Institutional definition of information about spent budget funds, realisation of objectives 
and measures of agricultural policy defined by the Agricultural Strategy, the Agriculture 
Law, the National Programme for a three-year period and the Annual Programme of 
Budget Expenditure by publishing a Green Book of Agricultural Policy Analysis.  

• Building of capacity for policy definition, implementation, monitoring and control, 
especially for: 

− Assuming the EU policy in the future  

− Analytical capacity for programming and analysing agricultural policy  

− Management of public policies and modern management practices 

− Reviewing and establishing procedures for the selection of beneficiaries 

− Control of implemented measures 

Provide a stable and certain multiyear agricultural budget and measures of support to rural 
development. 

 

 

 

 

 

 

 



V. MARKET CHAIN DEVELOPMENT  

There are many challenges which Serbian agricultural policy creators, agricultural processors, 
producers and consumers must face during the next three years. The changes which will occur due 
to the increase in competition based on the WTO ascension and SAA application will significantly 
influence the agricultural industry. Therefore, it is necessary for all participants to be able to adapt to 
the new conditions and to remain competitive. The biggest challenges in the market chain 
development during the following period are:  

• Including small scale producers into modern market chains 
• Increasing the competitiveness on the production, processing and investment levels 
• Implementation of EU standards 

There are many tasks for the state appointed agricultural policy creators which need to take care of 
the social, regional and rural development. This policy cannot be implemented without close 
cooperation with local development factors such as provinces, municipalities and regional 
development agencies. The MFAW and the Government of Serbia should cooperate with local 
communities and focus their market chain development efforts into: 

• Adopting and implementing the standards which enable producers to gain more profit 
from their products (integrated and organic agriculture, product branding etc..) 

• Ensuring that legislative protection is fair and does not favor any single group within the 
chain 

• Eliminate illegal market which basically creates unequal conditions for the participants  
• Develop the policies and legislative regulations which will establish a competitive business 

environment for investments, both at the state level as well as at the local level 
• Separate agricultural policies from social policies in order to avoid market distortion 
• Separate the physical and market infrastructure with consultation with he producers, 

companies and other interested parties 
• Support the establishment of representative organizations 
• Provide market information throughout the market chain 

The processing and the wholesale sectors need to be oriented toward an increased demand 
through lowering prices and discovering new markets. They should focus their activities toward: 

• Adopting and standards and implementing a quality grading system 
• Improving the organization within the market chain 
• Investing into facilities and the development of the entire market chain 
• Building long term relationships with producers based on trust and partnership 
• Promoting and accessing other markets 
• Improving horizontal cooperation with their colleagues in order to achieve common goals 

Producers must focus on the market more than on the state and learn about market business rules. If 
the producers want to improve their market position they need to:  

• Improve their the knowledge and information access capabilities 
• Adapt the investments toward the needs 
• Improve the cooperation with the processors and other producers 
• The readiness of the consumer to pay for a certain product is a means of power which the 

producer defines the entire market chain. Therefore, the producer is actually at the end of 
the market chain and therefore must:  

• Encourage the development of a quality classification system 
• Insist on producing safe, healthy high quality food 
• Lobby for reducing the cartel and monopolistic behavior 
 



VI. SECTORAL ANALYSIS - DAIRY INDUSTRY 

VI.1. Significance and basic trends  

Milk production in Serbia is one of the most important agricultural industries; it was in the past, it is 
now, and it also should be the backbone of agriculture and rural development of Serbia in the 
future, as a part of the Common Agricultural Policy of the EU. The significance of this sector is 
reflected in the fact that milk production is:  

• Among the sectors with the highest value of primary production of over EUR 500 million per 
year, which is additionally significantly increased by processing 

• A sector that includes over 280 thousand producers, thereby contributing significantly to 
the rural development of Serbia 

• A sector that is important, due to significant consumption in terms of quantity and nutrition, 
for the country's food safety 

• A sector that is the most demanding regarding the standards that should be met in the EU 
accession and therefore it may be one of the greatest obstacles to the accession of 
Serbian agriculture to the CAP 

• A sector in which Serbia has significant potential for further development  

However, the trends taking place in the sector are not going in a direction which promises that 
Serbia will be on the list of important producers of milk and dairy products after joining the EU. Quite 
the contrary, they show that milk production is full of structural problems and that it is high time 
serious reforms were introduced in the sector, which would increase its competitiveness and make it 
possible for a sustainable growth to begin from the negative trends of decrease/stagnation.  

VI.2. Policy objectives  

Dairy industry is a production whose development needs time and perhaps, as in no other sector, 
long-term predictability of policy. Therefore, this programme will define the objectives, measures and 
activities to be undertaken during 2009 – 2011 with the aim of improving the dairy industry sector and 
introducing higher predictability in production. In addition to the basic objectives in the 
development of supply chains defined by this Programme, specific objectives for this period include:  

• Interruption of the negative trend of milk production decrease 
• Development of competition along the supply chain and elimination of cartel behaviour  
• Improvement of milk control  
• Obtaining licences for exporting pasteurised and sterilised milk to the EU  

VI.3. Supply chain of milk production  

Despite significant government investment in the sector during the past years, through market and 
structural measures, the situation in milk production is unsatisfactory because the policy was partial, 
inadequate and had no continuity. Therefore, there is a desire to define a comprehensive 
development policy in the form of the 2009 – 2011 Operative Programme of Dairy Industry 
Development, i.e. to observe the sector along the entire supply chain. 

 

 

 

Cash allocation from the agricultural budget for measures in dairy industry (RSD million) 



Measures/ year 2004 2005 2006 2007 

Market measures1  3,078 3,194 2,348 1,406 
Structural measures  - 121 144.5 - 
Market measures – milk premiums, export subsidies  

Structural measures – support to milk farm establishment, purchase of equipment (lactofreezers and milking 

machines) 

VI.3.1. Input provision  

Competitiveness in milk production is largely dependent on the possibility of access to competitive, 
in terms of price and quality, inputs of fodder and quality diary cows as well as inputs related to 
hygiene in production and processing.  

Improvement of dairy cow feeding  

Dairy cow feeding in Serbia is predominantly based on feeding with concentrated feed (4 %), silage 
and bulk feed (72%) and pasture (24 %).  

Failure to exploit the possibility of more significant use of pasture and production based on mixed 
feeding or feeding with silage and bulky feed is a characteristic of milk production in Serbia. The 
producers should be encouraged by the measures of agricultural policy to reduce production costs 
by introducing the optimal feeding for the raising area.  

Although there is knowledge of optimal feeding solutions, which are more profitable for the 
producer, there is frequently a problem of failure to exploit this knowledge and possibilities. 
Sometimes the reasons are a lack of machinery and equipment and sometimes a lack of 
knowledge transfer.  

� Differentiate the support for specific regions (highland regions and regions with less favourable 

conditions) for agricultural production and adapt support measures for the improvement of 

feeding in dairy industry to this policy so that the purchase of machinery and equipment (roll 

wrap balers, silage pits and similar)would be subsidised and projects aimed at knowledge 

transfer and improvement of feeding financed.  

Improving the production of concentrated fodder  

Production of concentrated fodder in Serbia is characterised by: 

• Significant annual fluctuations in price and quality caused by:  

− large year-on-year variations in farming production crops and areas  

− high tariff protection, which prevents price reduction in high-price years  
• Market without competition (production, imports and sales) in soybean meal  
• Increasing the quality of processing in the last few years through significant investments by 

concentrated fodder producers  
• a large number of small producers that do not meet the standards and have no continuity 

regarding quality 
 

Comparative price of soybean meal in Serbia and Prices of soybean meal in different markets 

                                                           
1 Market measures – milk premiums in RSD per year (2004 – 3,077,236,000; 2005 – 3,191,208,000; 2006 – 
2,335,764,000; 2007 – 1,356,509,000). Export subsidies in RSD per year (2004 – 1,437,250; 2005 – 
3,050,178; 2006 – 12,251,989; 2007 – 49,974,395) 

 



Croatia 

  

Serbia / Croatia     Kikinda               Novi Sad Commodity exchange 

� Adopt the Law on Fodder 

� Adapt the tariff protection so as to enable the reduction of  the cost in the periods when Serbia 

has non-competitive input production 

Improving the breed structure of dairy cows 

It is obvious that the breed structure of dairy cows has improved in recent years; however, not as a 
result of clear policy of the Government, scientific and technological development, efficient 
breeding service and institutional setup of the breed structure improvement system, but as a 
consequence of: 

• Significant decrease in the number of cows, while selecting the higher-quality ones and  
• Import of in-calf heifers during the previous few years  

The breed structure improvement trend takes place as a reaction to the market business conditions 
where small producers reduce their herds leaving higher-quality cows (predominantly in Central 
Serbia) while large producers, which have investment resources, must improve their herds' breed 
structure in order to have profitable production and frequently do so by importing (predominantly in 
Vojvodina). Thus, poor business conditions in the dairy industry had a positive impact on improving 
the breed structure for milk production, but nevertheless, on average, the prevailing breed structure 
in Serbia largely lags behind that in the countries in which this sector presents a significant branch of 
production. Therefore, significant market measures are necessary that will make investments 
profitable, structural measures that will increase investments and improve the knowledge and 
institutional measures that will set a breeding system whose purpose will be an improvement of 
breed structure and milk producers rather than the  existence of institutions implementing them.  

 

 

 

 

Ratio of the number of cows and in-calf heifers and the 

average milk yield per cow for purchased milk 

Geographical distribution and trend of decrease in 

the number of cows and in-calf heifers in the 2000-



2007 period 

  

 Milk yield per head No. of cows   Total   Central Serbia  Vojvodina 

There is no economic reason whatsoever for the prevention of imports of quality breeding material, 
live animals or semen. There is no reason, either, for the government to decide through its 
committees which breeds may be imported and what is good for the producers as long as they 
invest their own resources and make their own business decisions, just as there is no reason to make 
the imports more expensive by tariff charges. Therefore, imports should be limited by health safety 
only.  

Imports of breeding cows in Serbia 

          Year 2004 2005 2006 2007 2008 
No. of cows 13 2640 1239 1456 3011 

 

VI.3.2. Milk production  

Basic trends and characteristics of milk production in Serbia: 

• Milk production in the Republic of Serbia in the last six years has not changed significantly 
or, more precisely, the quantity of produced milk was 0.32 % higher in 2007 compared to 
2000.  

• Decrease in production is significant in Central Serbia, while the production increases in 
Vojvodina  

 
 
 
 
 
 
 
 
 
 
 

Trend of milk production in Serbia and geographical distribution 



 

Milk production in Central Serbia    Milk production in Vojvodina 
Central Serbia index 2000 =100    Vojvodina index 2000 =100 

• Purchase of milk in dairy plants increased significantly (by 47% compared to 2000) 
• Stabilisation of purchase and consumption of milk through dairy plants to about 810 million 

litres, excluding 2006 when lower quantities were purchased due to transfer stock and 
inability to export  

Total production and purchased quantities of milk in dairy plants, million litres 

  

 Purchased     Household consumption   Purchased     Household consumption 

 
• Significantly higher quantities are purchased in lowland than highland regions (87%/13%) 

but there is a similar index of purchase growth in dairy plants in both regions 
• Despite the decrease in the percentage share of milk used and processed outside dairy 

plants, this percentage is still extremely high and accounts for just under half the total milk 
produced, which presents a significant impediment in safety and quality control but also in 
adapting to the CAP 

Purchase of milk in lowland and highland regions 



 

Purchase in lowland regions    Purchase in highland regions 
Lowland index 2000 =100     Highland index 2000 =100 

• The number of milk producers delivering milk to dairy plants decreased more than 2.5 times 
compared to 2000 although the purchase increases, which means that the size of the 
farms from which milk is purchased increases significantly, which is a consequence of 
market business conditions but also the policy of particular dairy plants not to purchase milk 
from small farms.  

No. of milk producers and average production per producer in the 2000 - 2007 period 

Year 2000 2001 2002 2003 2004 2005 2006 2007 
No. of milk producers  165,000 155,000 140,000 135,000 125,000 92,857 62,679 65,534 

Average milk production per farmer 
delivering milk to dairy plant 

9.18 10.63 13.66 14.40 16.68 20.84 30.65 34.05 

 

• There is a significant seasonality in milk purchase during the year, caused by the switch to 
winter feeding (dry summer) and insufficient feeding with concentrated feed, which has as 
a consequence differences in milk purchase in all months during the whole year, which 
occurs due to a lack of contracted production and fragmented production (then a large 
number of farmers who have few cows do not deliver milk to dairy plants but process it in 
their household for their own needs and market needs, and since 80% of milk producers 
own 1 to 3 cows and at the same time sell their milk to a dairy plant, there is a significant 
decrease in purchase).  



 

• There was an improvement of 
conditions for milk production 
with the construction of modern 
cattle keeping and milk 
production facilities, but still the 
majority of production 
purchased through dairy plants, 
and particularly the production 
outside the control system, is 
conducted in inadequate 
conditions regarding not only 
hygiene but also profitability, 
due to significant losses arising 
because of the inadequate 
conditions in which dairy cows are kept.  

Increase in milk production  

The production quantity depends on domestic consumption, possibility of exports and imported 
quantities. The production will follow the demand and therefore an increase in the production may 
be achieved primarily by increasing the 
competitiveness of milk and dairy products in terms of 
price and quality, which will, on the one hand, 
decrease the price and, on the other, meet the export 
quality standards, thereby enabling an increased 
domestic demand, particularly in exports.  

Domestic consumption depends on the purchasing 
power of citizens and the price of milk and dairy 
products. Purchase prices of milk are the lowest in the 
region and Europe, while retail prices are among the 
highest, which has a significant impact on the size of 
total consumption and, consequently, the size of milk production in Serbia as well.  

The exports of milk produced in Serbia are limited to the region within the CEFTA Agreement 
because of:  

• Failure to meet the food quality and safety standards for exports to other markets  
• Lack of interest of dairy plants in exports because they obtain a higher price in domestic 

market 
• Non-competitive prices of dairy products regardless of competitive prices in milk purchase  

For the time being, milk imports do not present a significant threat to domestic production, but 
increase every year, thereby reducing milk production in Serbia. In addition to milk imports, a 
significant increase is also exhibited by powdered milk imports, primarily because of the abolishment 
of levies on powdered milk imports for four months when, in these months alone, the total milk 
imported was 42 times the amount of imports in 2006. Such unpredictable policy without economic 
arguments not only decreases the purchase price of milk but also significantly reduces milk 
production.  

� Reduce the cost of milk by supporting investments in facilities, equipment, machinery and 

knowledge 

Milk purchase by month during 2007 

 

Imports of powdered milk (in USD) 

 



� Reduce the retail price of milk and dairy products by increasing investments and competition 

at the processing level  

� Eliminate the obstacles to exports to the EU  

� Have a long-term and transparent tariff policy in which no ad hoc decisions will be made 

based on requests of lobbies 

Improving health safety and quality of milk on farms 

The quality of produced milk lags far behind the quality in the EU and currently only about 40% of 
milk belongs to Extra Class or Class I, which is allowed by the EU rules. Due to the task complexity, the 
need for consumer protection and adaptation to the EU regulations, enhancement of the quality 
and health safety of milk produced in Serbia is probably one of the greatest challenges for 
agricultural policy in the following period. Failure to improve the quality of milk implies that:  

• Consumers get milk with a very short shelf life  
• Dairy industry is not capable of developing high-value products  
• There is no defence against competition from imports  
• Inability to export  
• Serbia may not join the EU nor may it engage in milk production at the current level  

It is precisely because of this that one of the priorities of the Ministry of Agriculture in the following 
three years will be the improvement of health safety and quality of milk. The actions to be carried 
out will be comprehensive and aimed at the entire supply chain.  

� Defining, adopting and monitoring the implementation of the Milk Quality Improvement 

Programme, which should define the time and manner of introducing certain rules in the 

legislative framework, the system of long-term support as well as the beneficiaries of that 

support (only those who deliver milk to dairy plants, minimal herd size and similar)  

� Changing the regulations governing milk quality 

� Providing subsidies for milk quality and herd enlargement  

� Providing investment support for building dairy cow keeping facilities, equipment for milking 

and milk storage 

� Establishing the National Reference Milk Control Laboratory 

� Determine the lines in the IPARD Funds Utilisation Plan for the improvement of milk quality for 

producers 

� Provide consulting services to producers and dairy plants 

 

VI.3.3.  Milk processing 

There are currently 201 dairy plants operating in Serbia, although the number of registered dairy 
plants is far higher. Most of them are medium-sized dairy plants, while large industrial dairy plants 
account for just over 10% of the total number of dairy plants. However, despite that large share of 
small individual dairies in the total number, they in fact account for as little as 4% of installed 
processing capacities while medium-sized dairy plants account for about 6% of installed milk 
processing capacities. At the same time, large industrial dairy plants cover 90% of processing 
capacities.  

 

 

 



 

 

Dairy plant capacities and capacity utilisation Share in the number and capacity by dairy plant type 

  
Installed capacity  Utilisation %   Number    Capacity % 

Individual up to 3000   Medium-sized up to 20000 l 
       Industrial over 20000 l 

Capacity utilisation is at about 60% but it is to be expected that there will be a decrease in the 
number of dairy plants and those will survive that are, in terms of their volume and/or quality of 
products, able to generate profit that will enable them to have sufficient resources to adapt to the 
EU standards and thus survive in the market.  

As few as 270 household milk processing facilities are registered in Serbia. Since in Belgrade alone 
there are 987 registered market stalls for dairy product sale, it is obvious that the legal procedure is 
not being carried out, not only when inspecting and registering household facilities but also dairy 
plants. Apart from the fact that the law is not applied equally to all, such treatment helps neither milk 
producers, processors nor consumers in particular.  

� Determine the lines in the IPARD Funds Utilisation Plan for investments in dairy plants aimed at 

improving the quality and achieving the added value of products (GI, PDO, organic 

production and similar). 

� Intensify supervision and improve the implementation of health control measures in dairy 

plants and registered household facilities.  

 

Currently in Serbia there is great concentration of milk purchase and production in several 
companies dealing with milk production, with one company having a 47.4% share in milk purchase 
and over 87% in sterilised milk production. This fact largely causes the purchase price of milk to be 
the lowest and the price of sterilised milk the highest in the region. The Anti-Monopoly Commission 
identified monopolistic behaviour but the process was interrupted due to legal deficiencies and 
court inefficiency. It is necessary to solve this problem of processing concentration by introducing 
competition.  

Market share of particular dairy plants in Serbia 

N Dairy plant Share in milk purchase market 

1 Danube Foods Group (3 dairy plants) 47.40% 

Imlek, Impaz and Zemun 31.20% 

Dairy Plant Novi Sad 8.20% 

Dairy Plant Subotica 8.00% 



 

� In cooperation with the Anti-Monopoly Commission, investigate the monopolistic and cartel 

behaviour in the market of milk processing and dairy products and carry out the actions (legal 

and market) that will lead to competition increase.  

VI.3.4. Prices 

In the analysis of milk prices in Serbia, a failure of the market to provide proper income distribution is 
observed:  

• Purchase prices of milk in Serbia are the lowest in the entire region  
• Retail prices are the highest in the region. Thus, the retail price of sterilised milk in Serbia is 

several tens of percentage points higher than the price in the region; moreover, the 
Serbian producer price of milk is lower in the region than in Serbia  

• The difference between the lowest and the highest purchase price of milk is large 
• The trend of increase in the retail price of milk is significantly higher than the trend of 

increase in the purchase price of milk 
• There is a non-market significant difference between the prices in different regions and 

between shop types and different producers 

Retail prices of milk translated into EUR  

Article DELTA Maxi – Belgrade  Konzum – 
Sarajevo 

KONZUM Zagreb  C MARKET – Banja Luka  

UHT milk 2.8 % 
of milk fat 

0.75-0.80 0.73 0.80 0.86 

UHT milk 3.2 % 
of milk fat 

0.88-0.90 0.77 0.83 0.90 

 

Comparative purchase prices of milk in the region in 

2008 

Milk price index 

Price of milk 
Lowest 
(RSD) 

Highest 
(RSD) 

Additional 
incentive 

 

Croatia  38.11 41.15 on quantity  

Bosnia & 
Herzegovina  

31.00 33.00  

Montenegro 27.17 31.50  

Serbia 18 28 premium 

          Retail price of UHT milk
          The lowest purchase price
          The highest purchase price 

2 Dairy plant Šabac 5.80% 

3 Somboled 5.40% 

4 Mlekoprodukt Zrenjanin 3.90% 

5-201 Others  35.7% 



The price just reflects the structural problems in the market. In order to get to a more realistic price 
distribution, it is necessary to develop a market that will balance the supply and demand along the 
supply chain.  

It is obvious that there is a competitive price for the products where there is sufficient competition 
(yoghurt, pasteurised milk) and which are produced by most of the dairy plants. However, for the 
products where one company has a significantly larger share in the market, such as sterilised milk, 
where one company has an 87% market share, the price is not formed in the same manner as for 
the products with sufficient competition; instead, additional profit is charged, stemming from the 
monopolistic position in the market and which is paid for by the consumers. The way in which this 
anomaly may be corrected is the reduction of tariff on imports of sterilised milk, whereby a clear 
signal is sent about consumer protection, while the domestic production is not endangered because 
there is significant room for the reduction of processors' profit.  

On the other hand, the producers are disorganised, there is not a sufficiently strong association of 
milk producers that would be a partner to the Government and dairy plants and also have enough 
capacity to lobby and negotiate for the improvement of conditions in primary milk production and 
subsequent achievement of a better purchase price.  

� Reduce tariff on imports of UHT milk, which will reduce the price to the price level in the region. 

� Support organisation of milk producers into a producer association and work on increasing 

their capacity.  

VI.3.5. Trade and marketing  

A significant quantity of milk (around 49%) that is used directly is outside all scopes of control. Such 
milk is cheaper than milk bought in the shop, richer in milk fat but, as a rule, of lower quality in terms 
of hygiene and its use in unpasteurised state frequently causes diseases. It is necessary to reduce the 
direct use of unpasteurised milk, which may be achieved by: 

• Building a milk market that will reduce processing prices,  
• Intensified control in the implementation of laws related to food safety,  
• Education and raising the level of awareness of harmfulness of uncontrolled milk use 

The trade in milk and dairy products is limited due to difficulties in milk transport, especially fresh milk. 
This fact gives local dairy plants a possibility to take part of the market in milk sales by collecting milk 
from local producers, pasteurising it and selling it in local shops, which usually do not have all the 
necessary conditions for adequate milk storage. Although it is evident that the operation of small 
dairy plants will be increasingly difficult, at this moment it is significant that they cover this part of the 
market because large companies are not interested in organising sales, particularly of pasteurised 
milk, in more remote markets.  

The greatest limiting factor of milk trade is obviously the inability to export to the EU market. Since the 
EC regulations differentiate between different groups of dairy products (Columns A, B, C) it is 
important to assess realistically for which milk processing levels (fresh, sterilised, pasteurised...) Serbia 
may meet the conditions most easily and invite the inspection for these groups, on whose report the 
possibility of obtaining export permits will depend. Any overestimation of domestic capacities may 
significantly postpone the process of obtaining export approvals.  

� Make an analysis of compliance with the EU Directives and, based on that, make a road map 

for obtaining permits for exports of milk and dairy products.  

� Reduce consumption of and trade in unpasteurised milk by building the milk market, by 

consistent implementation of the law on food safety and by providing education and raising 

the level of awareness.  

 



Serbia has dynamic trade in milk and dairy products, particularly among the CEFTA countries. During 
2007, durable milk and cream were the most exported products, while powdered milk was the most 
imported product; its imports were almost insignificant but due to the abolishment of import levies 
towards the end of 2007 and at the beginning of 2008, this is the top imported product.  

 

Exports of milk and dairy products by product group Export destinations 

  

Cheese and curd / Butter and dairy spreads /      EU / CEFTA / Other 
Whey, concentrated and unconcentrated / Sour milk drinks / 
Concentrated powdered milk and cream / Milk and cream 

 

Imports of milk and dairy products by product group Import destinations 

  
Cheese and curd / Butter and dairy spreads /      EU / CEFTA / Other 
Whey, concentrated and unconcentrated / Sour milk drinks / 
Concentrated powdered milk and cream / Milk and cream 

 

The values of imports and exports increase constantly but the imports increase at a faster rate than 
the exports, which should be attributed again to powdered milk imports. By signing the Stabilisation 
and Association Agreement, these trends will probably accelerate even more due to a reduction in 
the tariffs on imports of products originating from the EU. Since most of the imports come precisely 
from the EU countries, the expectations are that the consumers will get cheaper products but that 
the trade balance will deteriorate.  

 



The pace of milk and dairy product liberalisation within the SAA 

 

Milk and cream / Concentrated powdered milk and cream / Sour milk drinks / Whey / Average  

 

VI.3.6. Consumption 

Although the consumption has been constantly increasing since 2000 it is still very low. Thus the total 
production and consumption of milk per capita in 2007 was 207 litres. This is extremely low compared 
to the countries of the EU and the region. For example, Denmark consumes 897 litres per capita 
while Bulgaria consumes 283 litres. 

In addition to low consumption, another specificity of consumption is an extremely high share of 
durable milk in total consumption. While pasteurised (non-durable) milk is predominantly consumed 
in the other countries, whereas the share of durable milk is few percentage points, in Serbia durable 
milk accounts for 38% and rises constantly. Thus, the production of durable milk increased, for the last 
7 years, from 53 million to 105 million litres, while the production of non-durable milk is completely the 
same. The reason for such structure of consumption is the business strategy of the company that 
accounts for 47% of milk purchase and 85% of production of durable milk to produce and promote 
durable milk because it obviously has a monopolistic position there.  

Comparison of production of particular groups of 

dairy products 2000/2007 in litres 

Volume and trends in cheese production by type in 

the 2000/2007 period in litres 

 
 

Sour milk drinks / Ice-cream / Dairy spreads /      Fresh cheese and curd / 



Butter / Sterilised / Pasteurised       Soft cheese / Semi-hard Cheese / 

          Hard cheese / Cheese paste 

� Reduce the price by reducing the tariff on durable milk imports and, by that very fact, increase 

the consumption of milk  

� Promote consumption of milk, particularly among children, through the projects financed by 

agricultural budget  

VI.3.7.  Support policy  

The basic characteristic in the period of the last 4 years is policy inconstancy, which was reflected in:  

• Milk premium reduction  
• Introduction, followed by the abolishment of the support for milking machines and 

lactofreezers 
• Introduction, followed by the abolishment of the support for building facilities on family 

farms  
• Announcement of the invitation to tender for construction of the National Milk Control 

Laboratory, followed by the cancellation of the tender  

The support should be adapted to the trends that will inevitably take place in the supply chain of 
milk production and sales, such as:  

• The number of producers from which dairy plants purchase milk will decrease further in the 
future. 

• The number of cows from which milk is obtained for the needs of processing industry will 
remain at approximately the same level. 

• The average milk yield per head increases and there is very much room for improvement in 
this area, because the average milk yield per head at the level of the Republic of Serbia is 
very low. 

• There will be an increase in the number of cows per farm. 
• There is increasingly higher specialisation of production within farms. 
• Dairy plants will increase their production in accordance with market needs and the 

increase in the citizens' standard of living. 
• There will also be an increase in the production of more expensive final products. 
• Improvement of milk quality will continue. 
• Large dairy plants will continue the pressure on farmers to increase their production, 

because they will continue to increase the minimum milk quantities that may be purchased 
from farmers. 

• There will be a decrease in the number of dairy plants and those with adequate product 
quality will survive in the domestic as well as foreign markets. 

The support was based on premiums, head-based payments, and investment support. The premium 
had its advantages and disadvantages:  

• (+) The quantity of milk that was sent to dairy plants for processing increased steadily year 
after year, whereby the quality of delivered milk increased because the dairy plants paid 
higher price for higher milk quality. This was an incentive to the farmers to work on the 
improvement of milk quality and quantity. 

• (+) Total milk production slightly increased, however a large quantity of milk is processed in 
dairy plants. 

• (+) There was an increase in herd size and increase in milk yield per head. 
• (-) Dairy plants reduced the price by the amount of premium  
• (-) Some resources were abused  



The investment support produced the best results because in such a way the competitiveness of 
producers increased, production costs decreased and the quality increased. Head-based 
payments have no economic or social justification.  

Therefore, the future support in dairy industry should be based on:  

• Payment of milk quality-related premium  
• Increasing the investment support  
• Conversion of head-based payments into the measures aimed at: 

− Increasing herd size during the year 

− Improving herd quality (increasing the quality and milk yield) 

VI.4. Action plan  

Measure 2009 2010 2011 

Legislative 
Adoption of the Law on Fodder     
Adoption of the Regulation on the Quality of Raw Milk    
Adoption of the Regulation on the Quality and Other Requirements for Milk, Dairy 
Products, Composite Dairy Products and Starter Cultures 

   

Adoption of regulations based on the Law on Animal Feed    
Institutional 
Construction of the National Milk Laboratory, form a laboratory for independent 
control of milk quality 

   

Support measure 
Milk premium    
Encouraging the construction of other agricultural facilities limited to fodder storage 
facilities 

   

Encouraging the purchase of machinery for fodder preparation and distribution on 
farm 

   

Encouraging the purchase of equipment for milking, milk distribution and storage    

 

VI.5. Basic indicators  

• National Laboratory for Milk Quality Control in operation  
• Price of durable milk at the price level in the region  
• Improved quality of milk up to the level of 60% of EXTRA class and FIRST class 
• Improved breed structure of dairy cows 
• Increased milk yield per head 
• Enlargement of herd size 

 

 

 
 
 
 
 
 
 
 
 



 

VII. SECTORAL ANALYSIS – GRAIN INDUSTRY  

VII.1. Significance and basic trends 

The largest amount of arable soil in Serbia is being used for grain production. These production lines 
(wheat, barley, rye, oats, corn, millet and sorghum) usually take up roughly 60% of the seeded 
arable areas. Corn is the most common crop with over 1.2 millions of seeded hectares, followed by 
wheat with about 0.5 millions of seeded hectares. The reasons for the size of those seeded areas are:  

• A significant domestic need for wheat flour and corn as an input in the milk and meat 
production industries 

• Low production investment, mechanization and labor requirements 
• The development of the corresponding market chains and an ensured redemption 
• Low investments for on-farm storage facilities which enable large consumption for smaller 

farmers which produce food for their own and local needs 
• Favorable climate conditions for these production lines 
• Gran cultures are a good preceding crops 

Due to the large size of the arable areas, grain crops represent one of the most valuable agricultural 
sectors with a peak primary production value of roughly one billion Euros per year which is  further 
increased through refinement. 

VII.2. Policy objectives  

The grain production industry and market is very conservative, unused to quick changes and largely 
bound by tradition. Therefore, besides the regulation changes which will occur during the 2009 - 
2011 period a lot of patience and a gradual approach are necessary in order to change the 
established mentality. The policy goals for this period are:  

• Making inputs available to the producers by lowering input prices and improving their 
quality  

• Increasing the yield by improving the equipment, mechanization and production 
knowledge 

• Improving the storage facilities and managing the ownership of stored grain 
• Developing stock market grain trade 

VII.3. Supply chain of grain production 

The grain market chain is short and usually ends on the own farm, the nearby mill or animal feed 
factory. Only small amounts of what (17%) and corn (10%) have been exported during the past five 
years. There are few production and sale innovations and the price strongly depends on the season, 
the balance requirements and the cost and quality competitiveness levels. The market chain is 
significantly burdened by barter trade which introduces a degree of uncertainty into the profit 
margin due to non-transparent price expression in barter contracts. Informal consumption is very 
high which damages the legal business trade and reduces the budget income.    

 

VII.3.1. Input provision 

A significant cause of the low yields in Serbia are inadequate inputs, both by price and by quality, 
and the fact that producers don’t fully utilize the market potential.  



The quality of the seed an fertilizer does not correspond to their prices. The main reason for this is an 
undeveloped market. 

Most arable areas in Serbia are seeded with domestic wheat sorts, foreign wheat sorts are almost 
non-existent on the market. Until now, the reason for this were the high customs (30%) for importing 
seed wheat. By signing the SAA, the customs have been reduced to 0% in 2009. Besides that, 
Serbia’s wheat seed market is relatively small (roughly 250,000 hectares are seeded with branded 
seed). Forming the conditions for the development of the wheat seed market would increase the 
choice and thereby the competitiveness within Serbia’s grain industry.  

The other part of the input problem is the habit of the producers to use non-branded wheat seed. 
Such seed is used by small scale producers who are usually producing wheat extensively (low 
investments and low yields). Still, the use of non-branded seed types by the small scale farmers is 
expected. However, roughly 50% of the wheat seed which is used in Serbia is non-branded. The 
reasons for that are: 

• High wheat seed prices 
• Low quality of the wheat seed finishing work 

The wheat seed prices in Serbia are significantly higher than those in the region and the EU. The 
ration between wheat seed and commercial wheat is usually 1:1.8 but in Serbia it’s usually 1:2.2. The 
reasons for this are numerous: many brokers, inefficient enhancement facilities with inadequate 
technology etc.  

In some cases large producers enhance their own seed for their own needs which should be 
resolved by the Farm Save Seed Law. In any case, it is necessary to improve the field crop control 
and the quality examination in certified laboratories.  The modernization and the establishment of 
new enhancement centers would certainly help with the fulfillment of the quality improvement goal. 
This would automatically increase the level of trust between the producers and the state, especially 
concerning wheat and barley seed. 

� Make an analysis of the grain prices and adopt regulations which limit the number of brokers, 

improve the competitiveness etc. 

� Regain the trust in the seed enhancement facilities by modernizing the equipment and the 

enhancement technologies 

� Intensify the activities of the extension service aimed at educating the producers about the 

proper keeping of the relevant crops 

An additional problem can be seen in the low use of mineral and organic fertilizer which reduces the 
yields. The yield reduction is a consequence of: 

• growth of fertilizer prices which isn’t followed by the end product price 
• low payment capabilities of the farmers 
• doubts in the quality of the sold fertilizer 

As low fertilizer use limits the production competitiveness, it is necessary for the MFAW to stimulate  
the sue of fertilizers through certain measures. The fertilizer price can only be influenced through 
subsidies. However, the responsibility for the fertilizer quality lies solely with the MFAW so controls on 
the end market need to be intensified and the penalties for selling fertilizer of inadequate quality 
need to be increased.  

� Use subsidies to stimulate the use of fertilizers 

� Improve fertilizer control, inform the producers of the analysis results and sanction the 

companies which deceive the farmers 

VII.3.2. Grain production 



Serbia is a significant grain producer on the Europe market and the largest producer in the region. 
Serbia is the 6th  ranking country in Europe by arable areas seeded with corn and the 12th ranking 
country by arable areas seeded with wheat. The grain production trends are generally stable if the 
reduction of arable areas seeded by wheat which is a consequence of the significant increase of 
the arable areas under more profitable industry crops (soybeans, sunflower, sugar beet) as well as 
the reduction of the support which wheat traditionally received from the state. 

In Serbia, corn is cultivated on an average area of 1,200,000 hectares with an average yield of 4.4 
tons/hectare during the past eight years. Serbia ranks as the 15th country in the world regarding corn 
production. 

Areas and average yields of the highest corn 

producers in the EU 

Areas and average yields of the highest wheat producers 

in the EU 

  

 

However, the average yields of grains rank Serbia at the very bottom among the European 
countries. It is especially worrisome that the wheat yield is steadily decreasing during the last 17 year 
period. This is in contrast to most other countries which have increased their yield. 



 

The average yields and yield trends of wheat and 

corn during the 1990-2007 period 

The average yields and yield trends of wheat and corn 

during the 2000-2007 period 

  

 

The reasons for inadequate grain yields in Serbia are: 

• The lack of funds and the low production investment level which influences:  
• -Inadequate input use (fertilizers and pesticides)  
• -Using inadequate and outdated equipment 
• Lack of production knowledge 
• Due to the undeveloped market and the large number of land owners, many produce 

grain using the “low investment” approach 
• Inadequate agro-technical measures such as poor soil preparation, delays in corn and 

sugar beet harvesting, late and hasty wheat seeding etc. (a five year average shows that 
Serbia only seeds 47% of wheat areas during the optimal timeframe). 

Grain production is usually carried out by family farms (85% or 83% according  to various national 
agencies). Wheat is seeded on similar areas in Central Serbia and in the Province of Vojvodina but 
the yields are slightly higher in Vojvodina. Therefore, Central Serbia produces 45% and Vojvodina 
produces 55% of the wheat. The corn yields are better in Vojvodina due to the larger seeded areas 
and average yields. In Vojvodina, corn is cultivated on the area of 660,000 hectares which 
represents 56% of the total arable soil. This area produced 68% of Serbia’s total corn yield in 2007 
compared to the 32% in Central Serbia and its area of 542,000. hectares.   

� Build up the arable land market so that land is used by the people who are genuinely 

interested in agricultural production and can obtain a larger profit margin. Focus the 

agricultural policy measures in this direction 

� Provide investment support for the acquisition of mechanization, irrigation and seeding 

equipment for grain production 

� Provide information and knowledge to the farmers about increasing the yields in the grain 

production 

 

VII.3.3. Storage and processing 

Serbia’s grain storage capacities are at 3.65 millions of tons and are therefore not a limiting factor for 
accepting any market surplus of wheat, corn and soy. It can be concluded that a large part of the 



grain yield from the current year can be stored without problems. The largest number of storage 
facilities (71%) is located in the Province of Vojvodina. In Central Serbia, the market chain is very 
short and often ends on the farm itself for human or animal nutrition or in the local mill.  

According to the storage types, silos are most common in Serbia, while about 10,5 percent fall to 
floor storage facilities.  

Every year about 1,300,000  tons of wheat 
and about 300,000 tons of soy are stored 
while the rest of the storage space is taken 
up by corn. Corn is usually stored on private 
farms in objects where corn dries naturally. 
Although the amount of artificially dried and 
stored corn is increasing, it is still insignificant 
to the total storage area. 

Considering that stored wheat amounts rise 
on a yearly basis, and that corn storage 
habits are underdeveloped, establishing a 
system of public storage facilities would 
enable farmers to place their products in a 
public storage after harvesting and get a 
certificate paper in return which could be used for trading. This way, the actual product would not 
change place after sale which could invigorate the grain market trade. 

The total installed capacity of wheat processing mills in Serbia (wheat flour production) on a yearly 
level (250 work days) is 3,189,500 tons in the Republic of Serbia. About 62% of that are large industrial 
mills. However, for domestic production, only 47% of the installed mill capacities are used because 
Serbia’s need for wheat flower is roughly 1,500,000  tons per year. This indicates that Serbia’s mill 
capacities exceed the domestic needs. 

� Form a system of public storage facilities and storage certificates 

� Implement wheat storage support as a constant measure during a three year period 

� Enable investment support for establishing grain drying facilities on family farms and farm 

unions 

� Increase the control of the grain processing standards and make the HACCP standard a 

requirement 

� Reduce illegal processing channels and flour trade by improving the inspection and control 

service 

VII.3.4. Prices 

Comparing domestic grain prices and the Budapest stock market grain prices indicates a mutual 
dependence. Basically, Serbia’s local prices follow the Budapest stock market prices with a slight 
delay. 

Almost every year during the harvest season, the wheat redemption price is being discussed. Both 
the producers and the redeemers think that the State should assist through grants per kilogram of 
produced wheat. For redeemers, this means that they will have enough raw materials and the 
producers expect the help from the State. This occurs because there are no long term rules and a 
clear agricultural policy for grain production. This is why it is necessary to establish a support system 
which is based on the EU interventional redemption system.  

The amount of stored wheat per year 

 



� Develop clear rules for interventional redeeming of grain surplus based on the EU model in 

cooperation with the Commodity Reserves Agency. Reform the public storage system in 

accordance to this. 

Adopting the Law of Public Storage Facilities will ease the grain trade and make it available to a 
wider scope of farmers. Farmers can wait for more favorable prices while the grain is safely stored. 

� Provide grain market information and price and trend prediction to the producers and 

processors. 

Market should carry the information about the readiness of the consumers to pay for different 
product types. The price is the key information here. If however, there is no difference between the 
price for products of different qualities, then farmers will have no incentive to provide the required 
quality. Therefore, it is important to carry out quality analyses and adapt the prices to the quality 
groups. This way, the producers will have an incentive to produce higher quality wheat.   

� Promote and support wheat payments according to quality groups 

The grain price increase which occurred in 2007 is the first since 1973. This increase raised the 
expectations of the producers that this trend will continue or that the prices will remain on that level. 
The reasons for the steep price increase can be divided into temporary/short term (unfavorable 
weather conditions, low supplies and panic) and long term (bio-fuel production and weak US dollar 
value). Both the FAO and the OECD predict that the prices will decrease because the short term 
conditions have been eliminated and the long term conditions are also favoring a price decrease.  

Long term wheat prices and the prediction up to 2017 Long term corn prices and the prediction up to 2017 

  

VII.3.5. Trade and marketing 

Serbia has a long tradition for grain market chains, though they are very different with regards to 
different crops (wheat and corn) and geographic regions (Vojvodina, Macva and Central Serbia) 

 Vojvodina and Macva Central Serbia 

Wheat After the harvest almost the entire amount is 
submitted to mills, either for storage or for 
immediate sale. 

Producers enter barter arrangements within 
farm unions and return a significant portion of 
the production for use as inputs. 

Producers decide who they will sell their 
wheat to according to the storage system 
because it was made to only accept wheat 
and not provide it. 

Most of the harvested wheat is stored on farms 
and eventually sold to mills. 

Producers finance their own production and are 
not bound by contracts. 

Producers decide to whom and when they will sell 
their wheat due to the aforementioned 
conditions. 

Corn Significant increase in the amounts which are Nearly the entire amount is stored on farms and 
artificial drying and storage methods are rarely 



artificially dried and stored after the harvest. used. 

There are no barter arrangements nor pre-harvest contracting, the producers finance their own 
production.  

Certain amounts (about 5% of the total produced amount) which are being redeemed by the 
exporters is sold over the Product Market in Novi Sad 

 

One of the main problems with wheat trade is the non-transparent price determination through 
barter arrangements. The parameters which are determined are value based but not monetary (i.e. 
trading seed wheat and fertilizer for commercial wheat). In such arrangements the buyer secures 
himself with high parity rates so the hidden interest rate is often well above 10%.  

� Introducing a regulation which will demand that the product values and input prices are 

clearly shown in the contract arrangements 

Serbia rarely imports wheat, except when the production is significantly lower than average for a 
couple of years after another so there are not supplies. (i.e. as in 2004). The primary export market 
are CEFTA member countries, where 100,000 tons of wheat are being regularly exported every year. 
Exporting on the EU market does not depend solely on the price competitiveness of the domestic 
wheat but also on the needs i.e. the production within the EU. For example, during 2007. almost 
250,000 tons of wheat were exported on the EU market because the EU countries had significant 
wheat deficits. On the other hand, in 2008 there was no EU wheat export.  

Average arable areas under wheat and export to CEFTA countries during 2006/07 

Country 
Area 
km2 Population 

Average seeded 
areas(hectares) 

Wheat export 
in tons 

Wheat import 
in tons 

Albania 28,748 3,581,655 132,000  200,000 
Bosnia and 
Herzegovina 

51,209 3,842,537 114,000  150,000 

Macedonia 25,713 2,071,210 115,000  150,000 
Moldavia 33,843 4,431,570 320,000   
Croatia 56,542 4,494,749 240,000 50,000  
Montenegro 13,812 620,145 15,000  50,000 
Serbia 78,449 8,158,398 614,000 250,000*  
UNMIK, Kosovo 10,912 1,989,000 78,000  100,000 
* Besides wheat grain, processed wheat products were included in the equation as well 

Besides Croatia, Serbia is the only CEFTA member country with a wheat surplus. Considering that the 
amounts of whet which Serbia’s neighbor countries import is much larger than the amount that 
Serbia exports, and that wheat is a deficit commodity on those markets, there are significant 
potentials for increasing the wheat export from Serbia to the CEFTA member countries. The main 
wheat exporters are traders while the main flour exporters are mills.  

 

 

 

 

 

 

 

 

 



As Serbia is a large corn producer, during the 
years when the production significantly 
exceeds the domestic needs, the corn export 
takes up the first place in the agricultural 
product export table by amount and the 
second or third place by value. Both seed and 
commercial corn is primarily exported into 
CEFTA member countries. Serbia exports mainly 
commercial corn into the EU countries.  

The current customs based protection is 30% for 
wheat and flour and 20% for rye, barley and 
oats. There are no customs toward the CEFTA 
member countries except with Croatia where 
the mutually agreed customs quota is 20% per 

100 tons of wheat. For larger amounts the MFN is applied i.e. 30% on Serbia’s side and 8,5% + 3.5 euro 
per 100 kg, up to a maximum of 52.5% for Croatia. The customs for importing hard wheat is 5%. 

 

The SAA ensures that after its approval the customs for the commodities which are imported from 
the EU into Serbia are 0% for: seed and regular hard wheat, seed and regular wheat, seed and 
regular rye, seed and regular oats and seed barley. 

The period of progressive reduction of the Ad valorem customs is six years. In the end, the customs 
rates are: 0% for commercial barley, (80% in the first year, 70% in the second, 50% in the third, 40% in 
the fourth, 30% in the fifth and 0% in the sixth Ad valorem) and hard wheat flour (80% in the first year, 
60% in the second, 40% in the third, 30% in the fourth, 20% in the fifth and 0% in the sixth Ad valorem). 
After the progressive six year reduction period of Ad valorem customs, wheat and flour from regular 
wheat retain a certain degree of customs protection: 90% in the first year, 85% in the second, 80% in 
the third, 75% in the fourth, 70% in the fifth and 65% in the sixth Ad valorem. The level of customs 
protection for seed, commercial corn and corn flour is 30% and 20% for course meals and grits. After 
the SAA comes into effect, the customs for commercial corn will be gradually reduced but at the 
end of the transitional period it remains at 80% if the current customs. Regular hybrids and other seed 
corn belongs to the commodity group whose customs will be gradually reduced and will reach zero 
at the end of the transitional period. Customs for twofold and threefold hybrids and other corn seed 
will gradually lower until the end of the transitional period when it will remain at 30% of the current 
customs value. 

Corn and wheat export during the 2000 – 2007 period 

 

Wheat export destinations during the  

2003 – 2007 period 

Corn export destinations during the  

2003 – 2007 period 

  



VII.3.6. Consumption 

The worldwide grain consumption is rising as a consequence of increased demand due to the 
changes in the nutrition habits of the population and the development of the bio-fuel industry. 

The total consumption is 1,730,000 tons of wheat per year or 144,000 per month. In order to keep the 
wheat market stable it is necessary to keep supplies equal to the tree month consumption  level i.e. 
432,000 tons. This data indicates that Serbia needs to produce a minimum of 2,160,000 tons of 
wheat. 

Although the wheat production oscillates from year to year, the consumption is stable and consists 
of the consumption for the new harvest, animal feed and population nutrition. Seed production 
varies according to the amount of seeded arable areas. However, if we presume that Serbia needs 
to seed 600,000 hectares of wheat until the average yield surpasses 4 tones per hectare, we need 
180,000 tons of seed what. The amount of wheat used for animal feed depends on the prices of 
corn and wheat and ranges from 50,000 to 200,000 tons per year. About 1,350,000 tons are used for 
population nutrition. 

Domestic corn consumption ranges from 4.5 и 5.3 millions of tons. All demands are covered by 
domestic supplies.   

VII.3.7. Support policy 

In 2005. the wheat production was subsidized by 5,000 dinars per hectare of seeded arable land. 
Furthermore, storage support of 750 dinars per ton of stored wheat was given. During 2006. financial 
funds were taken from the agricultural budget to enable storage support of 750 dinars per ton of 
stored wheat.  

Starting from 2007. the policy has changed and now supports crop production by subsidizing used 
auxiliary goods at 8,000 dinars per hectare. In 2008. this was increased to 10,000 dinars per hectare. 

Agricultural producers have the right for fund reimbursement for every 60 liters of diesel fuel from the 
Ministry of Finances at 18.10 dinars per liter. It should be noted that the 5% tax which is included into 
the grain price is kept by the producer when he makes a sale to an  individual according to the Tax 
Law. For commercial companies the tax is 8%. 

The support policy in the wheat industry was trademarked by ad hoc measures (in 2004, 2005), 
implementing and then removing the support for wheat storage on private farms. The corn 
production wasn’t directly subsidized. By making the payment support based on payments per 
hectare regardless on the production the grain producers were given a chance to subsidize 
production inputs. However, the ever changing policies did not bring predictability to the support 
system. This is why it’s important to establish clear rules and long term support to the payment 
policies according to the arable area.  

Generally, the grain support policy in Serbia should be based on:  

• Subsidizing inputs – fuel, fertilizer and seed 
• Subsidizing grain storage 
• Investment support for building storage capacities 
 
 
 
 
 
 
 



VII.4. Action Plan 

Measure 2009 2010 2011 

Legislative 

Adopt the Law of Public Storage Facilities    
Adopt the Regulative of grain quality    
Adopt the Regulative of public storage facility conditions for grain 
products 

   

Institutional 

Establish a compensation fund    
Support measure 

Reimbursements for auxiliary goods used in crop production    
Grants for the acquisition of new equipment and mechanization in the 
crop production industry 

   

Reimbursements for crop insurance    
Short term credits for input acquisition    
Long term credits for investments into agriculture and grain storage    
Export subsidies    
Tret of the diesel fuel accise    

VII.5. Basic indicators  

• The trend of average corn and wheat yield growth continues 
• The trend of wheat storage amount growth continues 
• Further growth of grain export 

• Registered storage personnel and publishing the first storage permits 



 

VIII. SECTORAL ANALYSIS – OIL CROP INDUSTRY 

VIII.1. Significance and basic trends 

The worldwide production of oil crops in increasing each year. This is a result of the use of oil crops in 
bio-fuel production but also by the increased use of plant oils in nutrition instead of animal fats. 
Therefore, plant oil production is no ,longer only important as a nutritive, it has become an energy 
source and an environment protection utility.  

• Edible oil is an important nutritive element of the consumption and the alimentary security 
of a country 

• Soybean and sunflower bean meals and oil crop products are significant high-protein 
ingredients of animal feed. They are a important for the livestock and dairy industries. 

• The production of bio-fuel based on oil crops is a significant development chance for 
agriculture, the processing industry and ecology. 

• Cold drained plant oil, especially pumpkin oil,  is increasingly being used as an alternative 
cure due to its high vitamin content. The represents a significant export chance for this 
sector as the demand on the EU market for this product is on the rise  

VIII.2. Policy objectives 

The international oil crop market is recording an increasing demand which caused a huge price 
increase in 2005/06 whose influence if present even today. 

The policy objectives regarding oil crops for the next period are: 

• Keeping an optimal amount of arable soil under oil crops in order to properly utilize the 
existing oil processing capabilities, both in the technical and the nutritive aspects; 

• Reduction of oil crop production costs for primary producers by improving the 
mechanization and knowledge and additional support measures; 

• Encouraging producer unions in order to eliminate the oligopoly market behavior  by the oil 
producers and ensuring the implementation of new knowledge in this area; 

• Giving a chance to the producers of marginal oil crops (oil pumpkin etc.) to use the export 
potential for cold drained oils through the adoption of EU standards. 

VIII.3. Supply chain of oil crop production 

Serbia is one of the largest oil crop producers in Europe. It ranks among the top five in soybean 
production and top seven in sunflower production. The impact of the oil crop market in the region 
(Russian Federation, Ukraine, Romania, Bulgaria and Hungary) is noticeable in Serbia as well with 
regards to decision making and price forming processes. 

About 26,000 private farms and 220 companies in Serbia produce soybean while sunflower is 
produces by 22,000 private farms and 190 companies according to the farm registry. There is less 
interest in oil beet production – only 660 private farms and 70 companies are cultivating it. Oil 
pumpkin production is only starting and around 600 private farms and 8 companies are currently 
cultivating it.  

The numbers and the total processing capacities are reduced when compared to the period of old 
Yugoslavia. The privatization in this sector was finished in 2005 and by now the new owners have 
primarily been investing into modernizing the production capabilities and introducing a quality 



control system. However, strong international competition in this sector, and low domestic 
competition, along with the high customs protection have effectively prevented the domestic 
companies from facing true competition. Opening the borders toward the EU and the WTO 
countries will certainly cause further changes in production management.  

VIII.3.1. Input provision  

The choice of the proper sort or hybrid, the use of branded seed, fertilizer and pesticides play an 
important role in crop production. Oil crop producers adhere to these recommendations and their 
product quality and yields are on the EU level. 

The largest seed enhancing facility is the Institute for crops and vegetables in Novi Sad. Besides 
organized seed production, this institute also produces seed in other countries. IN case of an 
emergency (i.e. insufficient amounts of domestic seed) the institute can import its own supplies from 
other countries. Its assortment is largely dominated by hybrids from domestic selection institutions, 
but during the recent years, foreign sorts and hybrids are more present, especially those whose 
production was organized by domestic enhancers (mostly sunflower and oil beet seed). Foreign sorts 
and hybrids would likely be more present if the import customs value wasn’t 20% for sunflower seed. 
However, in 2009 the customs value should be lowered to 16% and eventually reduced to 0%. As for 
soybeans, only domestic sorts are used here and exclusively non-genetically modified ones in 
accordance to the Law of Genetically Modified Organisms. The minimal customs value of 5% has 
been reduced to 0% right after the SAA was signed. As for oil beet, there used to be a 10% customs 
value but it was also reduced to 0% after the SAA signing.  

The production of genetically modified soybeans has been noticed in the recent years, especially in 
the Macva, Srem and South Banat regions. These sporadic cases do not significantly endanger the 
regular crop production. As in most countries, producers don’t buy branded seeds but instead use a 
part of their own commercial crops for seeding. Education should be employed to reduce such 
practices.  

� The producers should be educated about the need for branded seed 

� The regulations need to be harmonized with the needs of the state and the regulations of other 

countries 

� The Law of Genetically Modified Organisms needs to be thoroughly enforced in order to 

prevent teh production of genetically modified soybean 

 

One of the limiting factors is the amount of fertilizer use, the time of its application and its quality. 
Therefore, it is necessary to improve the fertilizer quality and make it more accessible to the 
producers along with other inputs. 

Pesticides present a large problem in seed production and oil crop production as a whole. A large 
number of generic pesticides is registered each year although other EU membership candidate 
countries try to reduce this number to 4-5 at most due to the Annex 1 of Directive 91/414. Serbia has 
dozens of generic pesticides per one active material most of which are of dubious quality. The other 
problem is the resistance of the products. In developed countries, product resistance testing  starts 
right after it’s been registered. Test plans are formed in order to preserve the efficiency of different 
products. On the other hand, in Serbia pesticide formulators (there are no pesticide producers) 
enforce an increased pesticide in larger dosages which cause resistance. 

 

 

 



VIII.3.2. Oil crop production 

Generally, the ratio between the seeded areas and the production is positive. Sunflower dominates 
the oil crop industry but soybean and oil beat production are rising as well. The interest for sunflower 
cultivation is slowly declining due to unfavorable climate conditions of the recent years and the 
unpredictability of the price and policies. Soybean yields vary according the presence of the 
draught during its vegetative period. Oil beet is extremely demanding concerning soil humidity 
during the pre-seeding preparations. However, the increasing use of hybrids which enable later 
seeding and better wintering increase the interest for this industry.  

Soybean production in Serbia has constantly been increasing since the previous decade  (from 
300,000-400,000 tons). During the 2001-2007 period the arable areas under soybean were above 
130,000 hectares with the yield of 1.20-2.80 tons per hectare and a yearly oil production of 29,000-
75,000 tons.  

From 2005 onward, due to negative trends on the worldwide market and the increase of corn prices, 
the sunflower production has been reducing, not just in Serbia but in the surrounding countries as 
well. Sunflower production with depressed edible oil prices and strong domestic and international 
competition in oil production can hardly solve the production decrease. During the recent years, the 
sunflower production was around 370,000-470,000 tons with the exception of 2007 when only 250.000 
tons were produced. 

Oil beat takes up more and more arable land each year. The reasons for this lie in the increased bio-
fuel production caused by the increase in oil prices on the worldwide market and the perceived EU 
bio-fuel goals. This has increased the interest for seed and raw oil beet oil export into the EU. The 
production ranged from 3,000-8,000 tons and in 2007. it was near 30,000 t. 

The areas under soybean, sunflower and oil beat along with the growth trends 

 
 

Several new trends can be observed in the oil crop production:  

• Stabilization and the growth of soybean production compares to the 80’s and 90’s  when 
the soybean yields used to vary significantly among the years  

• An increase of seeded areas under oil beat which are however still very small when 
compared to the EU countries  

• An increasing growth of average yields, especially for soybean  



• A reduction in the number of sunflower producers and an increase of the average seeded 
areas per farm 

Oil crops and especially sunflower are among the rare crops in Serbia which have higher average 
yields than the average yields in the EU countries due to the long established cultivation tradition 
and good natural production conditions. This fact doesn’t reflect throughout the entire production-
sale chain. Although Serbia has good yields with relatively small investments it is not price 
competitive in oil production. All advantages which are gained in sunflower production are lost 
during processing.  

The trend of average yields of oil crops in Serbia during 

the 2000 – 2007 period 

The average sunflower yields in comparison the  

EU countries and the EU in its entirety (average 

values from the 2005-2007 period) 

 
Soybean and sunflower production is mostly carried out on private farms (72% for soybean and 77 
for sunflower). For oil beat this ratio is reversed. Only 2,970 hectares were cultivated on private farms 
(25%) while 8,867 hectares were cultivated by companies (75%). The reason for this is in the specific 
mechanization requirements.  

The largest areas under oil crops are located in the Province of Vojvodina (94%) because the 
climate and soil conditions are more favorable there. 
Also, most of the processing plants are located there as 
well as the entire network of suppliers and redeemers. 
Furthermore, the trend of farm land defragmentation is 
more present in Vojvodina than in Central Serbia. 

The level of measures which the state conducts in order 
to prevent the genetically modified product problem 
varies from year to year, so that there is no systematic 
problem solution for genetically modified soybean. 
During 2008, these action were very intensive in 
comparison to 2007 when they were almost non-existent.  
Producers needed to be offered an alternative in the 
form of branded, high quality seed and Integral Pest 
Management whose implementation depends on the 
availability of efficient pesticides. 

 

 

The participation of private farms and 

companies in oil crop cultivation 

 



� Improve the production of oil crops through investment support 

� Adopt the changes and addendums to the Law of Genetically Modified Organisms as well as 

the regulations and procedures for conducting the law and present them to teh interested 

parties 

VIII.3.3. Storage and processing 

Nine industrial complexes are engaged in the processing of oil crops. These factories have organized 
into an Business Unit named “Industrial Crops”, from Novi Sad which, along with small scale 
processors, is a member of the Plant Oil Group in the Agricultural Union in the Industrial Chamber of 
the Republic of Serbia.  

There are eight smaller facilities for the production of cold drained oil. There is also a large number of 
extruders within various unions and the agricultural companies which are used for producing 
soybean based animal feed and whose capacities are not taken into account by the agricultural 
inspectors. 

Six large oil plants are located in Vojvodina and three in Central Serbia.  

The processing capacities are being used alternatively, i.e. seven oil plants can process soybeans, 
sunflower and oil beat one after another during the production year while two oil plants only process 
soybean.  The officially recorded processing capacities by the MFAW in Serbia are 2,483,000 tons of 
sunflower,  2,215,600 tons of soybean and 952,750 tons of oil beat.  

The installed capacities for oil production per factory (in thousands of tons through 280 workdays) 

 

 
The average utilization of the installed processing capacities ranges from 25% to 33%. A reduction 
has been noticed in 2007. due to the draught and the significantly reduced sunflower cultivation.  

The growth of soybean production was followed by an increase in the processing capacities, 
especially at smaller farms and unions which purchased extruders and prepared animal feed on 
their own. The low utilization of oil beet processing capacities is partially caused by a lack of 
regulations concerning the production and sale of bio-diesel which will be regulated by the 
Energetic Law. Until then, the capacities of the "Victoria oil" oil plant in Sid will only process raw oil.  



Redeeming raw materials is done 
according to each company’s 
capacity. In 2007, almost half of the 
produces soybean was redeemed by 
the "Sojaprotein" company from Becej, 
while "DIjamant" from Zrenjanin 
redeemed almost one third of the 
sunflower production. 

Although there is a large potential for 
oil production in Serbia, and although 
Serbia is very competitive in soybean 
and sunflower production compared to 

the EU countries, we cannot achieve competitiveness in the oil industry. The reasons lie with the 
huge factory capacities, customs which does not stimulate oil producers to reduce their production 
costs and an evident lack of long term planning vision of the new factory owners. 

Redeemed soybean amounts during 2007 rated by 

factories 

Redeemed sunflower amounts during 2007 rated 

by factories 

 

   

� Open up the lines for improving the oil crop processing technology within the IPARD plan 

� Support processing and storage capacities through investments on private farms and farm 

unions 

� Adopt a clear legislative regulation concerning the production and the support of bio-diesel 

fuel which will bring predictability and security to this sector 

VIII.3.4. Prices  

The redeeming prices of oil crops are formed based on the regional prices and in two phases. The 
first one is carried out during contracting and refers to the minimum redeeming price. The second 
one is carried out during the redemption and refers to the final redemption price. 

Contracted prices are formed on the Business Union “Industrial Crops” level in order to guarantee 
the sufficient interest of the producers which shall grant sufficient redemption to the oil processing 
plants. This takes unto account the estimated price trend in the surrounding region especially 
concerning the Hungarian sunflower and oil beat predictions as well as the Chicago predictions for 
soybean and the estimate of the soybean and sunflower yields in Russia, Ukraine, Romania and 
Bulgaria. 

The ration between the redemption price of The trend of worldwide plant oil prices 

Capacity utilization % 

 



sunflower and the retail oil price 

  

 

During redemption, the redeeming prices are being corrected in accordance to the changes on 
the international market as well as the domestic supply and demand. Due to its low profit margin, 
the domestic processing industry cannot sufficiently increase the redeeming prices when supplies 
are low. A large number of brokers between the producers and the consumers of edible oil leads to 
increasing transport costs and high prices for the end users.  

VIII.3.5. Trade and marketing  

Oil crop production in Serbia is mostly contracted at the beginning of the calendar year. Oil plants 
make contracts with the producers concerning mutual production which binds the producers to ship 
the raw materials and can receive seed, fertilizer, pesticides and even mechanization from the oil 
plants. The contracts are type-based and the conditions are similar for all oil plants. However, during 
the recent years, there has been a lot of competition for securing large amounts of raw materials, 
some sometimes it occurs that an oil plant offers higher contract prices as well as other stimulations. 

The contracted arable area depends on the capacity of the oil plant. The largest arable areas are 
contracted by "Sojaprotein" from Becej as the largest factory for soybean processing in the Balkans.   
The largest arable area for sunflower are contracted by “Dijamant” from Zrenjanin and the largest oil 
beet arable areas are contracted by "Victoria oil" from Sid as Serbia’s sole bio-diesel producer.  

Based on the export value, it can be deduced that the most important oil crop products are 
soybean and sunflower oil.  

 

 

 

 

 

 

 

 

Foreign trade with soybean and soybean products 

during 2007 (millions of US dollars) 

Foreign trade with sunflower and sunflower products 

during 2007 (millions of US dollars) 



  

 

In 2007 the total soybean oil export was 32,014 tons. The estimated value of that oil was 27,537,395 US 
dollars which represents 1.63% of the total agricultural export value. During the same period, 54,392 
tons of sunflower oil were exported (29,874 tons of which were refined) with a total value of 
55,478,030 US dollars (34,394,783 US dollars for the refined oil). The ration of sunflower oil in the total 
agricultural export value was 3.3%. 

The most important oil crop import product is definitively soybean meal. In 2007 33,303 tons of 
soybean meal were imported with a total value of 12,473,632 US dollars which represented 1.12% of 
the total agricultural import value.  

In the recent years (2006.  and 2007.) the import of sunflower oil was noticeable. This occurred for 
two reasons: the first one is the reduced sunflower yield which caused the lower utilization of the 
processing capacities and the non-customs limited import of refined oil as declared by the state, 
and the second one is а the change of ownership in some factories and the reduced activity of the 
raw material service which was unable to provide the contracted production amount.  

Foreign trade with oil beet products has no financial significance. However, it should be noted that 
the export of oil beet is reducing with the announcements concerning the opening of bio-diesel 
production facilities in Serbia. This trend is expected to continue.  

Soybean oil is one of the most exported products into the EU countries, mainly into Slovenia. Refined 
sunflower oil is mostly exported to into the CEFTA countries due to the fact that those countries are 
Serbia’s traditional export market and consist  mostly of ex-Yugoslavia member states. The claiming 
of new markets has yet to occur since the prices are non-competitive on the EU market.  

Soybean meal is being primarily imported from Brazil and Argentina. These are genetically modified 
soybean meals  in accordance to the allowed policies. 

According to SAA, it is predicted that the maximum customs protection of the refined sunflower oil 
will be 30% until the end of the transitional period. During the first year a removal of the customs for 
oil beat, soybean and oil coarse meals. The levies for firm margarine and soy meals are reduced 
progressively. For example, the firm margarine levy is reduced from 12.00 dinars per kilogram in the 
first year to  3.00  dinars per kilogram in the sixth year. Similarly, the levy for soy meal is reduced from 
2.00 dinars per kilogram in the first year to 0 dinars per kilogram in the sixth year of SAA aplication. 

 

 

 

Liberalization rate for oil crops and oil crop products within the SAA 



0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

I II III IV V VI

Сојино и сирово сунцокретово уље Рафинисано техничко сунцокретово уље Јестиво рафинисано сунцокретово уље

Уље уљане репице Маргарин Сојина сачма и погаче

Сунцокретова сачма и погаче Семенски сунцокрет Меркантилно семе сунцокрета
 

 

The trade with the CEFTA countries is completely liberalized, except with Croatia, where there are 
quotas for sunflower seeds and soybean oil. 

VIII.3.6. Consumption   

Sunflower oil is one of the strategic products concerning the alimentary security of the population. 
After the constant growth of sunflower oil until 2005. there has been a  reduction in its consumption 
as a consequence of the price increase for edible oil. With the gradual improvement of the 
standard the consumption is recovering as well. 

It should be noted that the significance of soybean 
consumption lies on the wide use of processed soybean 
products, most notably soybean meals which represent 
a vital protein source in animal feed. Soybean oil is sued 
in various aspect of the alimentary industry – for 
margarine production, for fast food industry and in other 
non-food industries as well (i.e. chemistry). Soybean grits 
and soybean flour are used in various aspects of the 
alimentary industry as well.  

The nutritive use of oil beet is not widespread in Serbia 
except as an occasional for sunflower.  

The use of beet oil as bio-diesel raw material is rising, 
primarily in Europe because the climate for oil beet is 
favorable there. The bio-diesel standards were based on 
oil beet. 

VIII.3.7. Support policy  

Sunflower oil consumption per citizen in liters 

(2000-2007) 

 



The support for oil crop production in Serbia is being conducted in three phases: 

Phase 1: price support 

Introducing a premium for soybean and sunflower in 2003. led to an increase of interest for these 
crops from the primary producers. In 2004. a premium for oil pumpkin was introduced as a means of 
affirmation for cold drained oil production with curative properties for which there is a lot of interest 
in the EU countries. 

 

Amounts and total spent funds for price support during the 2003 – 2005 period 

Year 2003 2004 2005 

Crop Sunflower Soybean Sunflower Soybean 
Oil 

pumpkin 
Sunflower Soybean 

Oil 
pumpkin 

Premium amount 
(dinar/kg) 

2.00 2.00 2.00 2.00 8.00 1.50 2.00 6.00 

Total budget fund 
amount 
(millions of dinars) 

740 480 848 550 6.1 636 550 6.1 

 
In 2005. the sunflower premium amount was reduced while the soybean premium amount remained 
unchanged. The premium payments were initially conducted through oil plants which distributed the 
money to the end users. However, in 2005. direct payments to registered agricultural farms were 
used instead. 

Phase 2: Direct payments per hectare for oil beet and oil pumpkin 

In order to promote bio-diesel direct payments per hectare for oil beet and oil pumpkin were 
introduced for registered farms at the amount of  7,000 dinars/ha. The dedicated budget funds were 
66.1 millions of dinars. 

Phase 3: Direct payments per hectare 

In 2007. direct payments per hectare of forage and vegetable crops were introduced with 
reimbursements for spent auxiliary goods (diesel fuel, mineral fertilizer and branded sees) with the 
amount of 8,000 dinars/ha.  

Besides the price support and direct payments, from 2004. onward export subsidies for oil crops were 
introduced. Their removal is planned for 2009 with the WTO ascension. 

The level of stimulation to the oil crop sector through export subsidies 

Products Raw oil Refined oil Soybean products 
Grant amount (%) 10 10 7 

2004 
Budget fund 
amount (millions 
of dinars) 

110 110 48 
2005 60 60 48 
2006 40 40 30 
2007 90 70 30 

 

Support to the oil crop sector should be based on 

• Subsidizing inputs 
• Investment support 



VIII.4. Action Plan  

Measure 2009 2010 2011 

Legislative 

Adopt the Law of Public Storage Facilities    

Adopt the Law of Genetically Modified Organisms    

Adopt the Regulative of public storage facility conditions for grain products    

Adopt the Regulative the quality of grain products in public storage facilities    

Adopt the changes and the addendums of the Regulation of quality and other 
aspects of edible oil, fat, margarine and similar products like mayonnaise 

   

Institutional 

Establish a compensation fund    

Support measure 

Reimbursements for auxiliary goods used in crop production    

Reimbursements for crop, animal and fruit insurance    

Grants for the acquisition of new equipment and mechanization in the crop 
production industry 

   

Grants for village development through investment supports    

Export subsidies    

Grants for implementing the quality standard system    

 

 

VIII.5. Main indicators  

• Keeping the average oil crop arable areas of over 350,000 hectares during the following 
three years 

• Keeping the trend of yield growth for all oil crops during the following three years 
• Establishing new agricultural unions and oil crop producer unions 
• Implementing the quality standard system in the facilities for producing cold drained oil 
• Increasing the export of oil products into the EU countries 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

IX.I. SECTORAL ANALYSIS – MEAT INDUSTRY 

IX.1. Significance and basic trends  

Meat production in Serbia has a long tradition and some of the greatest successes of the Serbian 
agriculture are related to it. However, much has changed since the period before the Second World 
War when large scale pig export was common and the former SFRJ (Socialist Federative Republic of 
Yugoslavia) era when beef meat export was common. The production methods and structures as 
well as the market functioning methods have changed significantly since then. The worldwide 
consumer body has changed as well.  

Today, meat production in Serbia has many structural problems and has suffered from negative 
trends from the last couple of decades. The current production level is largely non-competitive and 
will face additional challenges due to the liberalization process resulting from the Stabilization and 
Association Process and the World Trade Organization (WTO) involvement. An adequate answer for 
the existing problems and challenges which arise from Serbia’s ascension to the EU and WTO must 
be found if we desire for Serbia to keep or improve its existing meat production level in the future. 
The realization of this goal will become one of the main agricultural policy challenges during the 
2009-2011 period. This is due to the great significance that the livestock production holds in Serbia, 
which is mainly reflected in:    

• Existing livestock quantity – the livestock population in Serbia is numerous though its quality 
is far from the best. However, with proper adaptation and improvements programs, this it 
can become the lead sector of Serbian agriculture and significantly increase Serbia’s 
commonwealth in the future. 

• Production line relations – higher meat production enables an increase of forage crop 
products  

• Potential which arises from the good and competitive raw material basis in the forage 
crops related products and pastures  

• Producing commodities which are important for the alimentary security of the country due 
to large scale production for the farmer’s own needs and the possibility for providing fast, 
cheap and high quality food through the poultry, goat and sheep production sectors.  

• Rural development significance, especially for mountainous areas where sheep, goad and 
cow herding are often the only possible option 

At the moment, this is the production line with faces the most problems and challenges related to 
Serbia’s EU ascension, but it is also the production line with the most chances.   

IX.2. Policy objectives 

Besides main goals concerning the development of market chains which are intended to improve 
the competitiveness, the involvement of small scale producers in modern market chains and the 
implementation of the EU standards, certain specific goals are prioritized for the 2009-2011 period:   

• Forming a market (pricing) competitive industry which will be able to prevent a significant 
increase of meat import and thus preserve a the current production level  

• Forming strong breeder organizations whose members will be ready to participate  in the 
implementation of the breeding programs; 

• Regulation the transaction of live animals 
• Obtaining export data for a larger number of objects and a wider array of commodities  
 



 
 

IX.3. Supply chain of meat production 

Serbia is the largest producer, exporter and consumer of all meat types within the Central European 
Free Trade Agreement (CEFTA) countries. However, that production level is insignificant compared 
to the EU production levels. For example, the pork production in Serbia is almost 7 times smaller than 
the pork production in Denmark, while Serbia’s beef production is nearly 5 times smaller than the 
beef production in the Netherlands. In terms of representation and productivity, Serbia’s livestock 
industry has been behind the majority of the European countries, which is primarily manifested 
through the small participation of animal units per hectare of agricultural land. For example, on 100 
hectares of agricultural land, the total number of animal units in 2007 was 32 in Serbia, 55 in Italy, 79 
in Austria, 96 in Switzerland, 123 in Denmark, 230 in Belgium and 311 in the Netherlands.  

Although the pork production is quantitatively largest, beef production has the highest proportion in 
the total livestock production of Serbia, due to the higher meat prices, a higher value per head, as 
well as due to the fact that many animals are used for milk production.  

The proportion of different production lines in the total 

value of livestock production 

The quantitative proportion of meat production sorted 

by the most significant meat types  

  

 

The market chain in meat production is largely disorganized and short because a significant part of 
the output ends up on the farm or on the local markets – either official or unofficial. However, the 
largest part of the production is being bought up by slaughterhouses either directly or by commission 
agents which lengthens the market chain and increases the product value. Smaller amounts, 
whether in the form of half carcasses or processed meat products are being exported to CEFTA 
countries (mainly Bosnia and Herzegovina, Macedonia and Montenegro). The main reasoning 
behind the short market chain is that a significant part of the production is held by smaller producers 
with primarily price extensive but also competitive production (there is practically no cost for free 
roaming poultry or for pigs which are fed with farm product leftovers), where a significant part of the 
expenditures are allocated which removes a market share from the commodity producers. The 
largest part of the meat production is carried out on family farms which are commodity producers 
with about ten calves, pigs and sheep in the fattening phase. Furthermore, there are some well 
organized large scale producers which keep fattening animal units on their own farms and/or in 



dedicated fattening phases on cooperative farms. Generally, we can differentiate three different 
types of meat producers and therefore three different types of sales marketing chains and three 
different policy priorities: 

Small scale producers who 

produce commodities for their own 

needs 

Commodity producers Large companies 

They do not participate in official 
meat selling channels and instead 
largely use the meat for their own 
needs or carry out small scale 
“home sales”. These producers are 
important for alimentary security, 
and extremely dangerous with 
regards to food safety and disease 
spreading. With more and more 
demanding standards and 
controls, this group will have to 
decide on either keeping their 
production lines and entering 
official sales channels which 
guarantee food health and safety 
or leaving the sector. 

This producer group form the 
largest part of the production 
chain. They mainly sell their 
commodities to registered 
slaughterhouses whether directly or 
through intermediaries. They 
usually prepare animal feed 
themselves and also maintain 
forage crop production alongside 
livestock production. They are the 
most important group and 
therefore need to become a 
priority for the agricultural policies 
and need to be allowed to 
expand and grow.  

This group includes companies 
which produce animal feed, 
process or sell meat and which 
tend to enforce vertical 
connections in order to reduce 
market and price oscillations which 
are common in meat production. 
Besides them, certain companies 
saw a chance for profit in meat 
production and have obtained the 
production resources mainly 
through the privatization process. 

  

Although middle scale commodity producers fall behind large companies in terms of technology 
and farm size, and are quantitatively behind the small scale producers, they are the most important 
group as far as agricultural policies are concerned because they carry out the largest part of the 
meat production, regardless  of meat type (beef, pork, poultry or lamb).  

Number of registered producers sorted by the size of 

beef fattening herds 

The ratio between registered producers and the 

number of heads per farm size 

  

 

The governing law which covers this area of agriculture is the existing “Law of measures for livestock 
industry improvement” no. 61/91, (a new Livestock law which is compliant with the EU regulations  is 
currently on the way to being certified by the Parliament); as well as the Veterinary Law, (with the 
current revisions and addendums). On the proposition of the Ministry of Agriculture, Forestry and 
Water Management, the Government of Serbia passes out a Regulation which determines the 



Livestock Industry Improvement and Development Prog



material for years, Serbia is far behind the countries where this sector represents a significant 
production branch. The genetic potential of parental flocks is being used irrationally in Serbia, 
parental flocks of the light type are used to less than 70% of their potential and the heavy type even 
less. Commercially, the genetic potential of the hybrids is used at 80% for laying hens and at about 
63% for broiler chickens.  

The existing breed composition of sheep in Serbia represents a significant obstacle to the further 
improvement of the sheep production industry. The largest part of the sheep population was 
composed of the “pramenka” breed (80%) and the rest were composed of the “cigaja” and 
“pramenka” hybrids with some more productive foreign breeds, mainly Virtemberg  and Il d’ France.  

Goats are being extensively kept in hilly and mountainous regions, although there are some 
tendencies toward production intensification. The largest part of the breeding population is 
composed of the Balkan Goat (50%), various hybrids (30%), the Domestic White Goat (15%), with the 
reminder falling into San and Alpine breeds. There is no unique program of genetic improvement     
concerning goat and sheep keeping, whether in terms if improving the meat and the milk output 
nor the wool output. Therefore, it is necessary to form a comprehensive program which will cover all 
of the problem areas concerning the enrichment of the sheep and goat herds, whether by 
employing selection measures or by importing high quality breeding material.  

The Ministry of Agriculture and the Veterinary regulative body intend to carry out a plan for 
eliminating the hog cholera disease, by establishing isolated regions i.e. compartments. It is 
envisioned that the pilot project will establish a restricted area where the hog cholera vaccination 
would not be carried out, while a vaccination with marker vaccines would be undertaken in border 
areas. That way, the virus activity could be tracked and the antibody count in vaccinated animals 
could be easily checked. Strict controls of the local population would be carried out as well in the 
target areas and measures would be taken to prevent carrying the disease out of the compartment. 
The goal is to employ this program state-wide, part by part. Isolated areas are controlled more easily 
and protective measures are applied almost effortlessly. 

During the past 14 months, there were no classic hog cholera cases in Serbia (the last known case 
was recorded near the town of Kraljevo in October 2007) which is a prerequisite for stopping the hog 
cholera vaccination. After stopping the vaccination, an additional period is needed to join the 
market of the countries which have harmonized their veterinary and sanitary regulations with 
international demands. 

• Supporting the subsidies for importing high quality genetic material 

• Form a selection system which will serve the producers, and not the selection specialists. This 

should be done by transferring the funds needed for selection to the producers and producer 

unions so that they can decide to whom they will contract the selection work 

• Form programs for supporting farmer unions 

• Form a program of sheep and goat breeding improvement which will be followed by field 

projects and a support budget for which sheep and goat herders and their unions can 

compete 

• Examine the selection measures from the Program for the development and improvement of 

the livestock industry because significant funds are being allocated to certain measures 

without visible results 

• Carry out the compartment forming program with the goal of eliminating the hog cholera 

disease 

Nutrition  



If there is no access to competitively priced animal feed, there can hardly be competitiveness in the 
meat production industry. Serbia is largely competitive in the production of grains and oil crops 
which form the basis for livestock production and also has high quality natural pastures. However, 
the pastures should become available through a formed infrastructure and need to be enriched via 
fertilizing and seeding. The production of concentrated animal feed made from grains and oil crops 
needs to be balanced and enriched with additional mixes. In this chain from inputs to the 
concentrated animal feed, the price rises significantly, so many farmers make their own mixes 
instead of purchasing them – with more or less success  

The farmers are tasked with choosing the optimal solution. Additional farmer problems concerning 
the selection of concentrated animal feeds are :  

• Product declaration (information about the raw material and energy contains)  
• Insufficient and inefficient feed control 
• Lack of objective advising concerning the planning of feed use 
• Problems with handling feed (storage, transport, precise feed) etc. 

Unused potentials of pasture use, stock forage production and silage are notable traits in Serbia, 
especially in the cow and sheep production industries. Agricultural policies and education programs 
should be used to encourage the producers to lower the production costs, using feed methods 
which rely primarily on pastures in the summer period and high quality stock forage (hay and silage) 
in the winter period. It is necessary to additionally engage the extension service in the mountainous 
pasture melioration attempts, forming artificial meadows and producing forage crops intended for 
silage and hay, as well as perfecting the technology for producing the feed for the winter period 
which would make feed more profitable for the producers. 

Besides the intensive, our country also carries out half-intensive as well as the extensive meat 
production. This is mainly notable in poultry production but sometimes in the pig production industry 
as well. Under these conditions, the animal finds the larger part of the feed in the yard and as a 
supplement it gets fed with grain and lesser amounts of complete mixes.  

� Regulating the issues of storing, declaring, control and other problems regarding the 

production and transport of concentrated animal feed 

� Improve the pasture and stock forage use through supporting education programs and farm 

demonstrations 

Facilities and equipment 

Modern production facilities have several advantages: more efficient energy use, lower workforce 
requirements, easier sanitary maintenance, better feed exploitation, reduction of diseases... etc. 
However, although many farmers are aware of these advantages, due to the lack of investment 
funds, many of them chose to conduct the fattening process in facilities which do not meet the 
basic standards, which increases the risks but also minimizes expenditures.  

Serbia’s impeding EU ascension and the adaptation of the animal welfare and environment 
protection standards as well as the concern of local governing bodies and the local population for 
having a fattening process in populated settlements will define the building process of the fattening 
facilities. The State needs to act as a catalyst of these processes in the form of timely law and 
standard adaptation and to support the farmers’ desire to build the facilities. Municipalities should 
help the farmers by forming agricultural zones, building up the infrastructure and lowering the costs 
for granting licenses and taxes instead of hindering their progress.  

� Support the building of EU compliant fattening facilities on family farms via subsidies ranging 

from 40% to (50% in LFA) 

� Focus a significant part if the IPARD funds to the meat production facilities and equipment 



IX.3.2. Meat production 

Production cycles, no price competitiveness compared to EU producers (in almost all meat 
production areas) and the impossibility to import to the EU market (even when prices are at the 
lowest levels) are some of the main problems of Serbia’s meat production industry in the last two 
decades.  

One of the main traits are the large production and price cycles in the meat industry which is a 
consequence of inadequately build up market chains based on long-term contracts.  

This question which arises from these issues is: 

If the slaughterhouses and the producers know that the solution which would benefit everybody is to 
form long-term contracts – why didn’t they form them? I.e. why are long-term contracts between 
input providers, producers and slaughterhouses not formed? The most probable reasons are: 

• Because everyone is fine with the current situation. The slaughterhouses know that the 
producers will always pay up and the producers know that the time will come when the 
prices will rise up and their profits will increase.  

• Distrust in the state and contract fulfillment 
• Distrust in the economic partner based on past experiences or bias 

Meat production by type during the period between 1990 – 2007 according to the Republic statistical agency  

 

 

Reducing the price cycles and increasing the market by acquiring EU export licenses, the  farmers 
would be readier to invest into herds, facilities, equipment and mechanization. Therefore, the 
agricultural policy measures need to be focused on:  

1) reducing the price and thus the production cycles,  

2) lowering the production price by investing into knowledge and new production technologies  

3) reaching new markets by acquiring the EU export licenses.  

These goals can be obtained through:  

• Building up the awareness of the processors and producers for the need of long-term 
contracts,  



• Enforcing out the existing and adopting new regulations which would ensure that the 
contracts are carried out 

• Carrying out programs which are aimed at eliminating diseases 
• Building up the Market Intervention Agency which would function under clear, transparent 

rules and intervene as soon as market flaws are detected  
• Increasing the sale competitiveness 
• Assuring financial support for animal feed, breeding and facility improvement  
• Registering producers and slaughterhouses and controlling the fulfillment of the conditions 

which are required for producing and processing activities  
• Forming a EU compliant quality control system 
• Ensuring that redemption is based on product quality 
• Horizontal and vertical unions 

The number of cows, sheep and pigs (right side) during 

the 2000-2007 period 

Production of poultry meat and eggs during the 

1990-2007 period 

  

 

Adjusting the pricing system per head which was carried out in 2007. did not yield any economic nor 
social results because the slaughterhouses lowered their pricing for the subsidized amount, so this 
turned out to be a simple fund transfer from the budget to the slaughterhouses. There were also 
several negative side effects because many standard market chains were disrupted, so that the 
livestock cold be transferred to the licensed slaughterhouses. This measure needs to be undone as it 
doesn’t result in a production increase.  

� Forming an EU compliant quality control system which will lead to payments based on quality  

IX.3.3. Meat processing 

The Republic of Serbia has a large processing capacity regarding the livestock industry, with a total 
of 1147 registered facilities. However, the utilization degree is far below the projected capacities and 
most of those facilities do not fulfill the standards which are important for meat export. In fact, many 
of those facilities do not even fulfill domestic standards. Therefore, only a small number of the 
facilities is registered for export, whether on the EU market or on the third world country market.  

The number of licensed facilities for slaughtering, curing and meat processing 

Facility type 
Facilities(domestic 

market) 
Facilities- (EU 

export) 

Facilities-(Third 
world countries 

export) 

Slaughterhouses (red meat) – ungulates 277 2 9 



Slaughterhouses (poultry) 31 - - 

Combined facilities (slaughtering, cutting, 
processing – red meat) 

415 3 32 

Combined facilities (slaughtering, cutting, 
processing – poultry) 19 1 9 

Meat processing and meat products 455 - - 

Meat processing (poultry) and meat products 
(poultry) 

3 - 2 

Meat processing (venison) 8 - 1 

 

It is certain that this number of slaughterhouses is not far above the current needs and there is no 
doubt that by applying the domestic standards with more dedication and adopting the EU 
standards their number will be reduced.  

Implementing the standards into facilities which are used for feed of animal origin is voluntary. As of 
January 1st 2009, a corporate body needs to implement a system based on the HCCP principles if it 
conducts its operation within facilities which contain food of animal origin according to the 
Veterinary Law (articles 82 and 170). Any delay of this and other regulations in this area would put 
the ones who diligently conduct it at a disadvantage as well as increase the risk and costs. That’s 
why the producers need to be encouraged to improve the technology and production process by 
implementing the necessary standards and improving the technology with the goal of increasing 
the export of livestock products and protecting the consumers on the domestic market. 

One of the large problems in the slaughterhouse industry is the disposal of slaughter waste and 
waste waters. The slaughterhouse waste, which is divided into three CPM categories, is only 
accepted by three facilities. However, the second category (the contents of the digestive tract)   
isn’t destroyed by any of those facilities and the blood is not being taken away from the facility 
either. Considering the number of slaughterhouses in Serbia, the problem of slaughterhouse waste 
should be once of the priorities primarily due to the health concerns toward the population and the 
damage to the environment. 

The official slaughtering and processing channels seem to be recording a rise, (i.e. a positive trend). 
Everything should be done to keep and further improve that, because a large part of the 
transactions is still carried out by unofficial channels which is a significant drawback with regards to  
safety and quality control. This also introduces a degree o uncertainty into  the total meat 
production industry and CAP adaptation. It is important not to favor certain slaughterhouses over 
others during state redemption programs or payment per animal unit sold.  

The number of slaughtered pigs and their intake in the total 

slaughtered animals (in thousands of animal units) 

The number of slaughtered lambs and other sheep 

types (in thousands of animal units) 



  

 

The main problems which the livestock processors face are: 

• Very high raw material prices despite their better availability when compared to the EU 
market; 

• Technological drawbacks and non-compliance with international production standards 
(HCCP, ISO etc.); 

• Illegal competition during raw material acquisition and meat and meat product sales 
which come from:  

• illegal sales and purchases by redeemers from Montenegro and Bosnia and Herzegovina 
• importing meat produced in Latin America over the Kosovo and Metohija and Bosnia and 

Herzegovina regions (Source: Regional Trade Chamber) 
• house sales without tax payments, control payments and standard implementation 
• Slow adaptation to the conditions of market oriented business and weal management 

capacities 
• Not fulfilling the export conditions which significantly reduces the market share 

� Reducing illegal meat trade through a more efficient control service 

� Continuing to  subsidize processing standard implementation 

� Promoting meat and meat products on available international markets 

� Solve the problem of slaughterhouse waste 

IX.3.4. Prices 

Prices of live animals and meat reflect the supply and demand relations on those markets, the total 
development and competition levels on those markets, structural problems on the market and the 
purchasing power of the population.  

Production, pig and pork prices in Serbia during the 2003-2007 period (in thousands of tons) 

Year Production Consumption Retail price (din/kg) 
Market price for 

fattened pigs (din/kg) 

Participation of raw 
materials in the retail 

price 

2003 258.000 255.266 190.00 68.31 36% 

2004 242.000 233.685 280.00 90.43 32% 

2005 253.343 258.004 320.00 146.00 46% 



 

That’s why the main characteristics of the prices of live animals and meat are: 

• High discrepancies, especially for live 
animals which is more pronounced for 
certain species (i.e. pigs) and less for 
others (i.e. poultry) 

• Relatively small discrepancies of retail 
prices because an increase follows 
after the live animal price rises but 
rarely goes down as the live animal 
price diminished 

• A constant trend of increase of the 
retail meat prices 

• The existence of notable peaks of lower 
and higher prices 

• The average price is largely similar to 
the other countries in the CEFTA region 
which are largely supplied by the Republic of Serbia 

The measures which will reduce the discrepancies in the production will also reduces the 
discrepancies in the pricing but it is also necessary to work on a better organization of the farmers 
and improve their negotiation capabilities. They should also have access to market information 
(prices, needs, trends... etc.)  

Average annual live animal prices for pigs in the EU and 

in Serbia 

A comparison between the live calf prices and the 

beef prices during the 2006-2008 period 

  

 

 

IX.3.5. Trade and marketing 

2006 254.870 255.903 299.00 89.58 30% 

2007 289.373 290.669 282.00 81.88 29% 

A comparison of live pig prices (fattened pigs from 

80-120 kg)  in Serbia and Croatia 

 



Not fulfilling the basic safety standards, unorganized redemption, non-harmonized quality standards, 
non-competitive production (in terms of pricing and quality), unfamiliarity with foreign markets are 
some of the reasons why the export potential in this sector remains unutilized.    

The possibility of marketing meat to foreign markets exists, but it is currently limited to a small number 
of countries, mainly due to the non-harmonized veterinary and sanitary regulations but also due to 
the insufficient motivation for shifting the main production into commercial production. Export is 
being carried out onto the Bosnia and Herzegovina, Montenegro and Macedonia markets. While 
Croatia has large meat import needs, that market is inaccessible to Serbia due to non-harmonized 

veterinary and sanitary regulations. 

When compared to other meat types, the 
Republic of Serbia has an allowed quota of 
8,700 tons for exporting beef onto the EU market 
with a preferential rate of 20% from the total EU 
MFN customs. That quota used to be 9,975 tons 
in 2000. but it was reduced due to non fulfillment 
of the past quota and the fact that that quota 
referred to both Serbia and Montenegro which 
were a single state back then. The most 
important reasons for not fulfilling that quota are 
the high prices of calves on the domestic market 
and the surrounding countries, as well as the 
high prices of beef which our processors 
enforce. That’s why the import of beef meat in 
the EU countries in the last couple of years has been realized on the Italian and Greek markets 
where the beef prices are regularly high and whose markets demand a certain degree of quality. 
The export of beef in the EU countries during the 2003-2007 period has been increased over 3 times, 
and the export to the CEFTA region countries has been increased almost 7 times when compared to 
the initial values. Besides the above mentioned countries which the Serbian processors and 
producers also export to the Middle East countries but on a smaller scale. 

Foreign trade balance of pork in tons Pork trade by categories in tons during the year 2007 

  

 

Besides exporting beef meat, live animals (calves and cows) are being exported to the surrounding 
countries  as well. This fact certainly influences the meat production in the Republic of Serbia. 
According to the data from the Republic Statistical Agency, the export of live animals has increased 
from 1.432 in 2006. to19.604 in 2007.  

Export of beef meat in tons 

 



The customs enable a degree of protection to the meat producers. In the period where the custom 
protections are active, a large sector reconstruction is necessary which primarily represents the need 
to enlarge the production and reach the necessary standards. As an end effect, that must decrease 
the livestock production costs and improve the availability of high quality, safe and healthy food. 

� Eliminate the obstacles for meat export, mainly on the standard, quality and safety levels 

 

IX 3.6.  Consumption 

When compared to the EU countries, meat consumption is small. The meat consumption varies 
according to the purchasing power of the population and the meat price. The citizens of Serbia 
consume about 26 kilograms of meat per year which is half as much as in the EU (86.7 kilograms per 
citizen). Only Albania is behind Serbia on this scale. 

IX 3.7.  Support policy 

Improving the bread composition, building and reconstructing of facilities, meliorating pastures and 
meadows, acquisition of equipment, enabling export and all other structural measures need to 
forma  price which is competitive (with regards to export) and at the same time enable meat 
producers to regain their investments and accumulate the necessary funds for continued 
production. 

In the meat production sector, it is necessary to have long term policies, without “magical solutions” 
no matter how high the agricultural budget is. That’s why it is necessary to define and conduct the 
Program for improving the meat production in Serbia which will be based on:  

• Building support institutions – the current support institutions are not able to do their tasks 
regarding the livestock industry development 

• Ministry of Agriculture – needs to improve the capacities for defining, conducting and 
controlling the policies 

• Veterinary regulative – needs to provide animal marking and conditions which will enable 
exporting 

• Stockpiles – instead of ad-hoc non-transparent decisions they need to be reformed by 
using the model of the Agency for Intervention Redemptions within the EU  

• Uncompromising and equal law regulation implementation concerning the trade of live 
animals, processing capacities and food safety systems 

• Defining and conducting invitational support for improving the breeding composition and 
animal welfare conditions 

IX.4. Action Plan 

Measures 2009 2010 2011 

Legislative 

Adopt the Animal Feed Law    
Adopt the Livestock Law    
Adopt the Animal Welfare Law    
Adopt the Veterinary additions and addendums Law    
Adopt the regulation on the slaughtered pig quality and categorizing pork    
Adopt the regulation on the quality and other demands on meat productions    
Adopt the regulation on meat quality of animals to be slaughtered, poultry and 
venison 

   

Adopt the regulations based on the Livestock Law    



Adopt the regulations based on the Animal Feed Law    
Adopt the regulations based on the Animal Welfare Law    
Adopt the regulations based on the Veterinary additions and addendums Law    

Institutional 
Form a central base for the selection of domestic animals which will be connected 
to the base for the identification of domestic animals 

   

Unify the main livestock record    
Project: “Defining the parameters and criteria for grading the quality of pig half 
carcasses with the goal of forming a regulation on the slaughtered pig quality and 
categorizing pork”  for determining the market conditions of the pig farmers, 
producers and processors 

   

Implementing the project for forming compartments and eliminating hog cholera 
through the use of isolated regions 

   

Support measures 

Grants for purchasing high quality breeding material – forming the base herd    
Grants for livestock genetic improvements    
Grants for building modern animal keeping facilities    
Recourse for animal insurance    
Grants for heard increase    
Grants for farm equipment purchase    
Grants for building other agricultural objects limited to objects for storing animal 
feed    

Grants for investing into facilities for manure manipulation, treatment and 
decomposition 

   

A program of measures for livestock industry improvement    
Grants for keeping animal genetic resources    
Grants for mechanization equipment acquisition and on-farm animal feed 
distribution 

   

 

IX.5. Basic indicators 

• Stabilizing the meat market 
• Increased number of producers 
• Improved breeding composition 
• Regulated legislative framework 
• Formed necessary institutions 
• Formed farmer unions 
• Improved selection work 
• Fulfilled food safety regulations 
• Built modern animal keeping facilities 
• Increased number of facilities with export licenses 



 

X. SECTORAL ANALYSIS – VEGETABLE INDUSTRY 

X.1. Significance and basic trends  

Serbia has favorable conditions for growing most vegetable crops, especially for the mid-early and 
mid-late kind, but also for the early and late vegetable cultivation. Due to this, different types of 
vegetable industries have developed: gardening, acre gardening, intensive gardening industry and 
vegetable growing in protected environments. Vegetables take up 9% of the seeded areas in 
Serbia, making 11.31% of the total output value and 9% of the total export of agricultural products. 
Trends of production growth which are present for most vegetable crops indicate that this industry is 
profitable enough so many people decide to either expand their vegetable production or start it. All 
of this shows that the vegetable industry plays an important role in Serbia due to its traditional 
presence and significant current day production levels. 

Production index for various vegetable crops in Serbia (average 2000-2003 =100) 

  

Vegetable growing is one of the best developed and most profitable branches of agriculture.  It is 
characterized by a large variety of crops and production methods. Although the vegetable 
production is still insufficient to cover the demands, the vegetable industry takes up a significant 
place in the production, consumption and export of agricultural products.  

The significance of this sector is reflected in the following facts: 

• Open field vegetable growth can provide five to eight times more output when compared 
to forage crops and up to 200-250 time more output if the vegetables are cultivated in 
protected environments;  

• This sector encompasses a large number of individual producers and thereby significantly 
contributes to the rural development of Serbia; 

• Vegetable growing enables intensive land use, and shifting two to three types of 
vegetables during the year, with appropriate irrigation system application and in protected 
environments; 

• Vegetable production in protected environments enables vegetable growth during the 
entire year, especially during winter and early spring, when a deficit of fresh vegetables is 
most notable. This provides for a continual supply of fresh vegetables on the market, which 
in term positively influences the nutritional habits of the population, as well as the increase 
of the production value and the profit margin; 



• This sector is closely tied to the market and the processing industry. Most vegetable cultures 
require swift sales, consumption or processing; 

• This sector has a significant potential for the export of fresh and processed products though 
only if strict quality control guidelines are adhered to.  

X.2. Policy objectives 

A rather quick capital turnover makes the vegetable industry attractive for small scale farmers, 
however, the necessary investments into production capacities (plastic covered greenhouses, glass 
covered greenhouses, irrigation, heating), storage and finishing capacities which improve the 
product quality, competitiveness and yield/price largely overshoot the economic capabilities of 
small scale farmers and demand credit support and stronger horizontal connectivity among the 
producers. 

Besides the main goals related to the competitiveness improvements, the implementation of 
standards and including small scale farmers into modern market chains, the priority goals of the 
Ministry of Agriculture  during the 2009 - 2011 are : 

• Introducing new crop cultures, introducing the GLOBALGAP standard and new production 
technologies; 

• Improving the production in closed environments; 
• Building an insurance market within the vegetable industry;  
• Adapting the existing and building new storage and processing capacities. 

X.3. Supply chain of vegetable production 

Production and trade of vegetable products is largely in the hands of small scale producers which 
are not market oriented. The production is mostly aimed at satisfying the needs of the domestic 
market. The largest part of the produced vegetables is either sold on green and wholesale markets 
or processed. The export of fresh vegetables is insignificant, due to the impossibility to provide 
constant quality and enough vegetables for continual transactions. Consumers demand a larger 
choice, better quality and fresh products during the whole year so retail supermarket chains 
become more and more popular with regards to the acquisition of fresh vegetables.  

X.3.1.  Input Provision 

Production competitiveness is largely dependant on the inputs i.e. the price and quality of the seed 
and fertilizer. In Serbia, seed material is produced by Institutes in cooperation with agricultural 
faculties. However, that is insufficient to cover the market supply needs, so large amounts of 
vegetable seed ends up being imported (mainly from the Netherlands and on a smaller scale from 
Italy, Germany, Hungary, Israel and the USA.). 

 

 

 

 

 

 

 

 



 

 

Export and import value of vegetable seeds in 2007  

(thousands of US$) 

The value of seed potato transactions 

(millions of US$) 

  

 

The production of seed potato is small and insufficient to cover the needs of the domestic market. 
Even so, it decreases due to high production, control and attest costs, strict production regulations 
and instable market. The production area dropped from 1,500 ha to roughly 500-600 ha. 

The largest problem in potato production which prevents yield increase is the use of low quality seed 
material. Domestic farmers mostly use small consumable potatoes from their own production as 
seed. A large part of the areas are seeded with seed which are infected with viruses, who’s 
potential is 50% to 80% below the genetic potential of healthy seed potatoes. Designated potato 
seed material is rarely used in Serbia. If high quality seeds were to be used in the production of 
consumable potatoes, the yield would be at least two to three times larger than it is now.  

The Seed Law envisions the forming of a seed producer registry. Beside that, it has been declared 
that seed production must be strictly controlled and that only the crop species which are present in 
the crop species registry can be used. By applying the aforementioned Law, a system of 
standardization and control is implemented. That is the main precondition for improving the quality 
of vegetable production. 

The domestic assortment does not follow the dynamic changes on the global scale where new 
vegetable species of higher quality and better disease resistance are created. The crop species  
which are designed for plastic greenhouses are rarely present, as well as species intended for 
industrial production. 

� Create a comprehensive program for potato certification and support it via subsidies 

� Adapt the customs protection in such a way that it allows lowering the costs during the periods 

when Serbia has a non-competitive input production 

� Provide extension services related to proper application of agro-technological measures and 

choosing the proper vegetable crops to the producers 

X.3.2. Vegetable production 

Vegetables are grown on roughly 284,000 hectares (ha), which represents 9% of the total arable 
land. IN vegetable production, the most common crops are potatoes (41%),kidney beans and kale 
(15%), melons and watermelons (11%), tomatoes(8%), paprika(8%) and onion (6%).   



 

Areas under various vegetable crops (in hectares) during the 2005, 2006 and 2007 

 

 
For most vegetable crops the seeded areas have been reducing, but even so, the production 
remains on a similar level or even improves in some cases. During the 2000-2007 period the arable 
areas seeded by vegetables were reduced by roughly 9%, however, the total yield of vegetable 
crops has been growing. Vegetable production in plastic and glass greenhouses is still uncommon, 
although their production per area ratio is fairly large. Within the greenhouses, the most commonly 
grown vegetable crops are:  tomatoes (up to 70% of the produced amount), followed by 
cucumbers (15 - 20%), paprika(10 - 15%) and green salad.  

Total production (left) and areas (right) where 

vegetables are grown during the 200 – 2007 period 

The representation of various vegetable crops in the 

seeding structure during the year 2007 

  
 
The total vegetable yield has a tendency of growth. The highest yield was recorded in 2006. IN 2003 
and 2007 the production stagnated significantly due to draughts. The production was decreased by 
20% in 2007 which shows that the production still largely depends on the weather conditions.  

The potato production in Serbia tends to be somewhat random. Low knowledge levels in certain 
production phases and the lack of irrigation systems leave the production to depend on climate 
factors. This is why this production line strongly oscillates from year to year. The average surface on 



which potatoes are grown in Serbia is 85,000 hectares with a tendency of reduction by 2% on a 
yearly basis. The average potato yield is  9.7 tons/hectare which is 42% less than the European 
average of 16.6 tons/hectare. In Serbia, potatoes are primarily used in human nutrition, and only 8% 
is being processed. The yearly potato consumption per population unit in Serbia is approximately 38 
kilograms. 

The average area under kidney beans during the 2000 – 2007. period was 24,320 hectares with a 
tendency of reduction by 1,8% per year. Kidney beans represent 9% of the total arable areas under 
vegetable crops. The average yield for kidney beans is 1.4 tons/hectare which is slightly less than the 
European average of 5 tons/hectare. Serbia is the sixth largest kidney beans producer in Europe and 
grows 4% of all kidney beans in Europe. The annual kidney bean consumption per  population unit in 
Serbia is about 5 kilograms, which ranks us very high among the European consumers. 

According to the need and availability, tomatoes are one of the most significant seasonal 
vegetable crops in Serbia. The average arable areas under tomatoes during the 2000-2007 period 
were 20,900 hectares with a  slight tendency of reduction of 0.4% per year. Tomatoes represent 9% of 
the total arable areas under vegetable crops. The average yield of tomatoes per hectare is 8.4 tons 
which is about 75% less than the European average of 34 tons. Compared to the average yields 
which are measured in the countries from which Serbia imports tomatoes, this is considered a very 
low yield. Serbia represent only 0.8% of the European tomato production which ranks it at place 14. 
The relation between Serbia’s average tomato yield and the average tomato yields in the 
surrounding countries speak volumes about the tomato production conditions in Serbia. The largest 
tomato amounts in Serbia are still being produced on open fields where the yield is largely 
determined by weather conditions. Tomato cultivation in improvised plastic greenhouses is fairly 
common. However, such improvised greenhouses cannot significantly improve the yield, they can 
merely protect the production from outside factors by a certain margin. During the last couple of 
years, tomato production in protected environments is increasing which will positively influence the 
yield and increase the availability of tomatoes on the domestic market. 

The average area under paprika during the 2000 – 2007. period was 19,550 hectares with an 
insignificant tendency of reduction by 0,3% per year. Paprika represents 8% of the total arable areas 
under vegetable crops (in 2007). The average yield for paprika is 7.2 tons/hectare which is three 
times less than the European average. Serbia is the seventh largest paprika producer in Europe and 
grows 4.4% of all paprika in Europe. The largest amount of paprika is sold on domestic green and 
wholesale markets. A small percentage of paprika ends up being exported or processed. This is the 
result of traditional customs which include the preparation of domestic “ajvar” (a type of paprika 
jam) and pickled paprika. 

The average area under peas during the 2000 – 2007. period was 13,000 hectares with an 
insignificant tendency of reduction. Peas represent 8% of the total arable areas under vegetable 
crops. The average yield for peas is 2.3 tons/hectare which is about 70% less than the European 
average of 8.7 tons/hectare. Serbia is the twelfth largest peas producer in Europe and grows 1.9% of 
all peas in Europe. The domestic production of peas fully covers the needs of the domestic 
consumers. 

The average area under onion during the 2000 – 2007. period was 20,500 hectares with an tendency 
of reduction by 2% per year. Onion represents 8% of the total arable areas under vegetable crops. 
The average yield for onion is 6.1 tons/hectare which is three times less than the European average. 
Serbia grows 1.6% of all onions in Europe. 

 

The average area under cabbage during the 2000 – 2007. period was 22,000 hectares with an 
tendency of reduction by 1.2% per year. Cabbage represents 9% of the total arable areas under 
vegetable crops. The average yield for cabbage is 13.7 tons/hectare which is about 70% less than 



the European average. Serbia is the seventh largest cabbage producer in Europe and grows 2.4% of 
all cabbage in Europe. 

Melons and watermelons are technically vegetables, they are often treated as fruit due to the high 
sugar entail and consumption methods. Both of these vegetable crops are very popular and highly 
sought after on Serbia’s domestic market. The average area under melons and watermelons during 
the 2000 – 2007. period was 17,300 hectares with a slight tendency of reduction. Melons and 
watermelons  represent 7% of the total arable areas under vegetable crops. The average yield for 
watermelons is 15 tons/hectare. Although the average yield per hectare is only 4% less than the 
European standard, these crops still have very low yields. Thanks to the high demand, the 
production of melons and watermelons in Serbia receives significant investments. 

Other vegetable crops are being cultivated to a lesser degree in Serbia, due to the lower 
consumption rate. Such vegetable cultures are mostly imported, for example: broccoli, green salad, 
artichoke, cocktail tomato etc. Serbia’s climate conditions are favorable for cultivating these 
vegetable crops as well. Considering that the worldwide consumption of these products is growing, 
increasing the domestic production of these cultures would result in lower prices, reduced imports 
and increased exports. 

Small scale producers are the backbone of the vegetable production in Serbia (95%). They are 
mainly not market oriented which creates the largest problems, as they are unable to provide 
sufficient product amounts, continual delivery and steady vegetable quality. This is why farmer 
unions are important for the development of the vegetable industry. The vegetable industry has 
strong regional traits and is influenced by the agro-ecological conditions, the development of the 
processing industry and the fresh vegetable market.  

� Providing investment support through non-return grants and credits for purchasing: plastic and 

glass greenhouses, irrigation systems, equipment and mechanization for vegetable production 

� Providing funds for supporting GLOBALGAP production standards 

� Subsiding vegetable farmer unions 

� Providing extension services to the producers 

� Harmonizing the existing quality standards and regulations regarding fresh vegetables with the 

EU and OECD standards 

X.3.3. Processing and storage 

The development of the vegetable processing sector has been influenced by the structural changes 
which have occurred in the socially owned agricultural companies. In the past, the processing 
industry has largely relied on raw materials produced in socially owned companies rather than 
relying on the market potential of the private agricultural sector. Records indicate that total lack of 
business connections between the private farms and processing plants.  

The role of the processing industry is to process the vegetables which cannot be stored in storage 
houses so that in can be kept and transported which increases its consumption span. Generally, this 
is done by either freezing, drying or heat processing.  

Serbia has a lot of competition in the vegetable industry sector, but very little competition in the 
vegetable processing sector. Today Serbia has 181 registered cooling chambers for fruit and 
vegetable storage with a total capacity of 608,000 tons and 81 factories equipped for heat 
processing and drying fruit and vegetables with the installed capacity of 565,000 tons.   

These capacities of cooling chambers and processing plants which are primarily used for vegetable 
processing can be divided into several groups:  

• Old processing factories with significant capacities and obsolete technology 



• Privatized factories with significant capacities which the new management has led to 
profitable business 

• Newly built capacities with modern technologies 

Although the most significant production growth can be noticed in the newly opened storage and 
processing plants, the largest market share falls into the second group so it should be considered as 
the most significant one.  

Classifying and packing fresh vegetables is still rarely present, especially when small packages are 
concerned. Freshly cut vegetables, prepared for a salad almost cannot be found on the domestic 
market. On the other hand,  vegetables in such form are highly sought worldwide.  

The most significant vegetable crops which are begin processed are: potatoes (which is being 
processed into frozen French fries, chips and potato mash), tomatoes (concentrate, tomato mash, 
juice and ketchup), peas (frozen, conserved) and paprika (pasteurized, frozen, dried, grinded and 
mashed). Other important products in the processing industry are pasteurized and dried mushrooms, 
pickled cucumbers and frozen vegetables. 

� Forming a database and a registry for vegetable processors 

� Providing credit support for improving the vegetable processing and storage capabilities 

� Providing investment support for building cooling chambers and adapting the existing and 

new vegetable storage facilities 

� Providing subsidies for acquiring vegetable washing, sorting, calibrating, drying and packing 

equipment 

� Providing funds for supporting the HCCP and ISO standard implementation 

� Harmonizing existing standards and regulations concerning vegetable processing quality 

standards which are EU and OECD compliant  

X.3.4.  Prices 

Vegetable prices a re freely formed on the market, as a result of deals between redeemers and 
producers. Due to the large influence of climate factors on the agricultural production, the 
produced vegetable amounts can significantly vary from year to year which directly influences their 
redeeming price. 

For most vegetable cultures, the cyclic nature of the product availability is present. This is largely due 
to the habit of Serbian producers to rely only on the prices from last year when planning their future 
production. 

The second important trait is that due to limited storage capacities and high customs protection, 
there are significant peaks in both low and high prices over the years but often within one year as 
well.  

 

 

 

 

 

 

 

 



BOX: An example of high vegetable price peaks 

  

A good example of price peaks can 
be seen on the example which 
compares the vegetable prices in 
Serbia and Croatia (this example takes 
into account the carrot price which is 
prone to price peaks:  

• during unfavorable years 
(2007) 

• as the harvest time passed 
(every year) 

The reason for these peaks is the high 
customs which Serbia has for the 
import of vegetables which results in a 
closed market situation, lack of storage 
space and high internal production 
competition which is especially notable 
when during the years when  there is 
sufficient vegetables immediately after 
the harvest. 

 

� Adopting the regulations concerning the redemption of fresh vegetables 

� Providing proper information to the producers about the market needs and the price 

movements on the green and wholesale markets 

X.3.5. Trade and marketing 

 

The total vegetable trade has a 
tendency of growth. However, since 
2006. the value of the sales from a 
company’s own production diminishes 
while the redemption value is increasing. 
The total value of vegetable sales from a 
company’s own production, farmer 
unions and individual farm redemptions 
had risen by 120% in 2007. when 
compared to the year 2004. The value of 
sales and redemptions in 2007. 
compared to 2006. had risen by 11.4%.  

 

 

 

 

 

 

 

Vegetable sales trend during the 2004 -2007. period 

 



The worldwide market of fresh fruit and vegetables is extremely demanding and well organized, with 
a high degree of competition and with a large profitability margin. The common fruit and vegetable 
market of the European Union was formed in 1996. by the EU Council. Standards for 35 products 
which are consumed fresh have been  
established as well as the rules of freshness 
control for fruit and vegetables. In order to 
export fresh fruit and vegetables on this 
market it is necessary to start from the 
integral production with a well prepared 
plan, starting with healthy and high quality 
seed material, controlled fertilizer and 
pesticide use and well organized logistics 
and marketing. Serbia has a god chance in 
vegetable export which is shown by the past 
export results which show growth tendencies. 
The EU is the largest buyer of fresh, frozen 
and processed and unprocessed vegetables  
(42%). About 35% if the vegetables is exported into neighboring countries. Besides potatoes, large 
amounts of paprika and mushrooms are being exported as well. Serbia makes a positive balance 
with external market trade. The allotment of the vegetable export within the total agricultural export 
is about 9%. The allotment of the vegetable import within the total agricultural import is about 6%.  

The largest part of the vegetable import comes from the CEFTA member countries (39%). More 
specifically, import from Macedonia is the most significant. About 37% of the total vegetable imports 
comes from the EU. The leading importers in the EU are the Netherlands (due to its numerous 
harbors) and Germany (due to the size of its market). The main vegetable export markets are the ЕU 
countries (58%), the CEFTA countries (27%) and the Russian Federation. 

 

 

Vegetable trade during 2007 according to destinations 

(millions of US$) 

Vegetable trade during 2007 according to categories 

(millions of US$) 

  

 

Serbia has a positive balance from its foreign market trade when dealing from frozen, dried and 
conserved fruit. Fresh fruit are imported more than it is exported which is an indicator that it is used as 
a raw material in the processing industry. 

Vegetable market balance 2003 – 2007 
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Export wise, the following products are competitive according to their quality: canned peas, paprika 
(frozen), canned kidney beans, other frozen vegetables, mixed frozen vegetables, onions, dried 
vegetables and grinded paprika. The following products are: frozen and canned peas, other frozen 
vegetables, edible potatoes, mixed vegetables, vegetable juice, mixed fruit and vegetable juices, 
grinded paprika and mixed dried vegetables.  

The most significant products by import value in 2007. The most significant products by export value in 2007. 

  

 
The preconditions for the large export of fresh vegetables are the founding of producer unions and 
opening distributive centers, where the vegetables would be collected and prepared for marketing. 
Such centers should be equipped with cooling, washing, calibrating and packaging equipment. 
They should be trained to apply EU standards for packaging and transport and to offer a continuity 
in providing the proper amount and the declared quality which requires modern production 
technology (balanced crop diversion, combination of open and closed environments... etc.). 

The decision of the Government of Serbia 
to apply one sided application of the EU 
trade agreement since January 1st 2009. 
will have a significant consequence on 
the vegetable trade due to the 
liberalization described by the 
Stabilization and Association Process. This 
will speed up the enlargement and 
production specialization processes, 
standard implementation and super-
marketing due to the lowering of the 
prices i.e. eliminating the price peaks 
which are a consequence of the closed 
market. 

Compared with the total reduction of the  
Trade Agreement customs, vegetable 
prices are being lowered  even faster 
than other agricultural products even though the vegetable prices are higher than the other 
products on average. Therefore, in the coming 6 year period, from 24.7% the customs will be 
reduced to just 2.6%. Only a few products will remain the customs value after the fifth year.  

Expected customs liberalization consequences for importing vegetables during the Stabilization and 
Association Process: 

The levels and liberalization tempo of total agricultural 

customs for vegetables as agreed by the Stabilization and 

Association Process 

 



• Reduction of the high peaks of the vegetable prices which are a consequence of the 
closed market 

• Increased vegetable import 
• Difficulties of smaller producers without knowledge, equipment and technology to be 

competent and their:  
• abandoning the production; 
• focusing on local markets;  
• focusing on less profitable vegetables (tomatoes, salads...etc.)   

 

� Support for the founding of a distribution center and other selling places with modern storage 

technology 

� Monetary and organizational support for the producer participation on the most important 

agricultural fairs 

� Promoting vegetable products and producers on the domestic and international markets 

 

X.3.6.Consumption 

 

The richness of nutritive and protective 
materials makes vegetables into a very 
significant factor in human nutrition. 
Vegetables contain a high degree of 
biologically valuable materials (vitamins, 
minerals...etc.).  

The nutritive, agronomic and economic 
importance of vegetables demand that the 
development if the vegetable industry takes 
two courses: 

• vegetable cultivation for fresh 
consumption intended for green 
markets; 

• vegetable cultivation intended for 
processing  

 

This will ensure the necessary daily nutritive 
need of 400 grams of vegetables as well as 
having significant amounts of vegetables available for processing and export.  

According to the Republic Statistical Agency data, in 2007 vegetables were mostly consumed fresh, 
at 145.9 kilogram per population unit (of which 38.5  kilograms consists of potatoes), while the 
consumption of frozen and processed vegetables is significantly lower. 

X.3.7.  Support policy 

The Ministry of Agriculture, Forestry, and Water Management had provided support to vegetable 
production through different programs and measures and this support should be continued in the 
2009 – 2011 period. However, the grant funds for equipment acquisition need to be increased 

The support programs which should be conducted are:  

Consumption of vegetable products per population unit 

per kilogram during 2007 

 



• Regressing the intermediate goods used for vegetable production; 
• Subsidies for the acquisition of equipment and mechanization which are needed for 

vegetable production; the acquisition of technological equipment which is used for the 
modernization of existing storage and processing capacities or developing new ones.; 

• Support for the implementation of the HACCP and GLOBALGAP standards; 
• Support for the participation of Serbian vegetable producers and processors on 

international agricultural fairs; 
• Institutional support – through various projects for improving the vegetable industry 
 

X.4. I.4. Action plan 

Measure 2009 2010 2011 

Legislative 
Harmonize the Regulative for vegetable, fruit and mushroom product quality 
with the EU regulations       

Institutional 
Forming a register of the vegetable processors and producers       

Support measure 
Regressing the intermediate goods used for vegetable production       
Regressing animal, crop and fruit insurance       
Grants intended for the acquisition of equipment and mechanization used for 
the vegetable production and its improvement       
Grants intended for the adaptation of existing vegetable storage and 
processing capacities and the building of new ones 

      

Support for standard implementation related to vegetable production and 
processing 

      

Export subsidies       

X.5. Basic indicators 

• The increase of yields per hectare 
• The growth of vegetable production in protected environments and under irrigation 

systems 
• The price of vegetables is similar to the prices in the region without huge oscillations during 

the year 
• An increase of the export of fresh and processed vegetables 
• Registered and licensed storage facilities and personal and granting the first storage 

licenses 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



XI. SECTORAL ANALYSIS - FRUIT INDUSTRY 

XI.1. Significance and basic trends  

Fruit industry is one of the most productive agricultural industries. Owing to a large number of fruit 
crops, it is possible to use numerous locations and areas with very different soil and climatic 
conditions for fruit production, and even soils with poorer physical, chemical and other 
characteristics as well as soils with steeper slopes. 

Production of fruit and fruit products can be very profitable and a significant export industry. 
However, this implies taking measures toward intensifying fruit production as well as modernising and 
specialising processing capacities. A market-oriented fruit industry may only be highly profitable if 
the cultivation technology is adjusted to the market requirements. 

The following are nowadays developing the world and increasingly in our country as well:  

• the production of fruit of controlled quality (from soil control to the application of all 
cropping practices);  

• integral production, where the rules of application of cropping practices for a specific 
region and crops are clearly prescribed;  

• organic fruit production.  

The basis of any fruit production is the achievement of quality high yield and the product that is safe 
for human health. 

XI.2.  Policy objectives  

The fruit industry of Serbia is facing changes imposed by the transition period of our country. By its 
Operational Programme, the Ministry of Agriculture is ready to define the support activities and 
measures that will lead to implementation of a series of reforms in this field. 

Priority objectives for the following period: 

• Improvement of the quality of planting material through the improvement of control and 
certification system; 

• Regulation of the trade in pesticides and initiation of residue control;  
• Expansion of the areas with organic and integrally certified orchards 

XI.3. Supply chain in fruit industry  

XI.3.1. Input provision 

Planting material production and trade  

Serbia used to be a major exporter of planting material; however, in the last ten years the EU 
countries have been demanding solely certified planting material, but at that time our country did 
not have a legally established certification scheme. The production was based on standard 
seedlings (the lowest category), so exports were made impossible. 

 

 

 

 



The main geographical area of planting material 
production in Serbia is the Rasina District. Most 
frequently produced are the seedlings of grapevine, 
apple, plum, pear, peach and sour cherry, with other 
fruit crops being produced to a lesser extent. 

The standard planting material is most frequently 
produced in Serbia, while the tested and virus-free 
planting material is produced in small volumes. 
Currently, the variety structure of produced fruit 
seedlings is inappropriate due to the difficulties in the  
procurement of modern varieties (which are mostly 
protected – patented). A big problem in the past 
period was the planting material of inappropriate 
variety and unacceptable health condition, which 
had a negative impact on the fruit production. Such 
poor condition of planting material caused spreading 
of diseases such as stone fruit pox and pome fruit fire 
blight. 

By the new legislation in 2005, planting material 
production was allowed solely to legal entities and 
entrepreneurs, and today 309 companies are 
engaged in planting material production, trade and 
imports, while 242 companies are engaged solely in 
planting material production. 

The new regulations prohibited the sales of seedlings 
at markets; instead, points of sale were defined and 
certificates (labels) were introduced, which are issued 
by the Ministry of Agriculture, Forestry and Water 
Management - Plant Protection Directorate. With the 
certificate, the government guarantees the buyer that 
each seedling with the label is in good order in terms of variety and health. All this contributed to the 
gradual regularisation of the planting material production sector, restoration of buyers' (farmers') 
confidence, return to the Russian market (Krasnodarsky Region), while with financial favouring of 
certified planting material (subsidies are higher for certified planting material than for standard 
planting material) there was an increased demand for certified seedlings and an increased interest 
by seedling producers. 

Most of the seedling producers support the regulation of planting material production by means of 
certification and introduction of quality imported varieties, but they raise various issues they face 
during adaptation: 

• Strict criteria concerning the isolation of foundation stock and nursery - specific fruit 
varieties require several kilometres of isolation. The seedling producers cannot meet this 
condition easily, so they have to grow foundation stock on other, remoter lots where field 
crops are cultivated; 

• Short transition period of 5 years (until 2010) - when standard category S-A will be 
abolished, since seedling producers have not grown basic-category foundation stock 
plantations and have not prepared sufficiently fast for transition to the production of 
certified seedlings; 

Certified planting material by fruit crop 

Fruit crop name 
Declared quantity 

(pcs) 
2006/2007 2007/2008 

ALMOND 3,324 2,813 
WHITE CURRANT 1,730 5,350 
PEACH 213,025 122,998 
RED CURRANT 38,482 26,240 
BLACK CURRANT 22,485 29,710 
CORNEL CHERRY 650 150 
QUINCE 35,634 48,835 
APPLE 1,653,347 1,719,407 
JAPANESE 
PERSIMMON 80 108 
JOSTA BERRY 700 5,245 
APRICOT 295,210 354,513 
CHESTNUT 30   
KIWI, ACTINIDIA 2,830 2,388 
PEAR 716,057 547,769 
BLACKBERRY 9,500 1,920 
HAZEL TREE 72,197 234,765 
LEMON 270 326 
RASPBERRY 290,000 548,000 
AMARELLE CHERRY 1,630 1,570 
MEDLAR 21,136 18,898 
NECTARINE 35,182 28,728 
GOOSEBERRY 3,450 12,380 
WALNUT 33,200 36,981 
ORANGE 60 64 
BLUEBERRY 1,400 2,000 
CURRANT 2,950 2,460 
FIG 270 336 
CHERRY 298,334 227,856 
SOUR CHERRY 432,597 520,045 
PLUM 910,362 800,672 
TOTAL 5,096,122 5,302,527 



• Inability to produce planting material of autochthonous varieties - scientific research 
institutions did not work seriously on the clonal and phytosanitary selection of 
autochthonous varieties and there is no initial pre-basic planting material; 

• Difficulties in procuring basic planting material, particularly the protected (licensed) 
varieties - foreign producers have a policy of selling final certified seedlings rather than 
basic planting material from which our producers would produce certified seedlings and 
thus present competition to foreign producers; 

• Lack of confidence of foreign owners of protected varieties in domestic seedling producers 
and unauthorised multiplication of protected varieties by domestic seedling producers;
  

• Obsolescence of assortment in most of fruit crops - the varieties that are used for further 
processing and that, in addition, are characterised by low yield and poor quality of fruit are 
predominant. 

Most of the issues raised present real problems and during 2009-2011 the Ministry will launch initiatives 
for their resolution as follows:  

• Assistance to producers to find locations meeting the isolation conditions, e.g. in leasing 
state-owned land, seedling producers should have priority for the lots that meet the 
isolation conditions and that are suitable for planting material production. Organisation of 
consortia and joint foundation stock plantations that would be used by a larger number of 
seedling producers. 

• Extension of the transition period in accordance with the needs and pace of restructuring 
the seedling-nursery production from standard to certified planting material. 

• Providing the possibility of registering autochthonous varieties that are of special interest to 
Serbia, without the certificate of origin but on the basis of complete testing of plants and 
determination of their health condition. All healthy plants could be registered and used for 
planting material production, which would enable the growing of production plantations 
with autochthonous varieties. Financing premultiplication and preservation centres (screen 
houses, plants for indexing, hotbeds and other) in order to produce basic planting material 
for seedling producers. 

• Organisation of institutional assistance in the procurement of basic planting material for a 
larger number of seedling producers, because many producers are unable to negotiate 
alone with foreign suppliers. A favourable development is the recent formation of the 
Group of Planting Material Producers within the Serbian Chamber of Commerce.  

• Adoption of the Law on Protection of Plant Varieties and joining the UPOV (International 
Union for the Protection of New Varieties of Plants), as well as intensive control by 
phytosanitary inspection regarding the multiplication of planting material of protected 
varieties. 

� Continuation of adequate assistance in growing foundation stock plantations (the following 

few years – until a sufficient number of basic-category foundation stock plantations have been 

grown); 

� Assistance in the provision of lots with appropriate isolation area; 

� Support to the  introduction of multiplication by tissue culture; 

� Support to the introduction of adequate slowly developing foundation stocks and foundation 

stocks that improve the quality of fruit; 

� Support to the introduction of container production of seedlings; 

� Assistance in the procurement of rights (licences) for the multiplication of protected varieties; 

� Continuation of the programme of eradication of infected fruit plantations. 

XI.3.2. Fruit production  



With its total fruit production of 1,355,800 tons in 2007, Serbia has a 1.11% share in the world fruit 
production or a 6.57% share in relation to fruit production in the European Union. The largest share in 
the production belongs to raspberries, accounting for 15.2% of the world production or 65% in 
relation to the production in the European Union. 

Areas under orchards cover 244,000 hectares, which accounts for 4.68% of total arable agricultural 
area or 5.63% of arable area in the Republic of Serbia. The highest percentage of this area under 
fruit plantations is traditionally under plums - 50%, then apples - 18% and sour cherries – 7 % of the 
total number of trees2 of all fruit crops in the Republic of Serbia.  

Production of major fruit crops in Serbia during 2007 Trend in apple and plum production 

  

 

Apples / Pears / Quinces / Plums / Cherries / Sour cherries / Apricots / Peaches / Walnuts / 
Strawberries / Raspberries 

         Plums / Apples 

Serbia is a major producer of apples. Apples account for 27% of the total area under fruit, while they 
rank fifth by total value of production in Serbia. The areas increase at an average rate of 1% per 
year. The plantation structure is relatively unfavourable because a large portion are old and 
amortised plantations. The yield of apples is 11 kilograms per tree on average, or 6.6 t/ha, which is 
74% below the European average (Slovenia has the highest average yield of apples in Europe - 49 
t/ha). Although these data should be taken with reservation, the fact is that a large part of the area 
is still covered by old production systems that are incapable of providing high yields, but also that 
the plantations (particularly in the traditional production regions) grown in the last fifteen years or so 
have been planted in a modern way. The predominant variety in the apple plantations in Serbia is 
Idared with 44%, followed by Golden Delicious with 14%, Red Delicious – 7.6% and Granny Smith – 
7.2%, while the other varieties are present to a lesser degree. In the last few years there have been 
changes in the assortment, so Idared is slowly losing precedence and being replaced by some new 
varieties and clones belonging to the group of autumn varieties with earlier ripening period, 
whereby the apple-picking period is expanded. In the following period, it is necessary to change the 
apple assortment in favour of summer varieties, which ripen earlier, and thus realise higher profit in 
the market. Considering that it is the matter of a fruit crop that has a long consumption season, can 
be preserved well, has a relatively affordable price and that there are habits of its consumption, its 
production is expected to increase in the following period. 

                                                           
2 Statistical records of the areas in Serbia are kept according to the number of trees, which is contrary to the 
logic as well as the standards for production monitoring in the EU  
 



In Serbia, plums rank first by planted area and by production. The total number of productive trees in 
Serbia is 42.6 million (94% of that in Central Serbia) with a tendency of slight decrease at an average 
rate of 0.2% per year. The average yield of plums in our country is 9 kilograms per tree or 3.3 t/ha, 
which is 1.6 tons lower compared to the actual European average (Slovenia has the highest 
average yield in Europe, with over 20 t/ha, while the average in the EU is 9.2 t/ha. The production 
includes a large number of old (decrepit) trees as well as plum orchards grown on unsuitable soil, 
due to which they are of irregular yield and weak productivity. Current production could be 
achieved from smaller areas than it is currently the case, whereby the areas would be freed for 
other crops. Although there are no precise data on assortment in Serbia, it may be said that a large 
number of autochthonous varieties, with their typical representative being the Požegača plum, to 
the most refined varieties, are cultivated. Generally speaking, the assortment structure is quite 
unfavourable because it is estimated that the autochthonous brandy varieties account for one half, 
and they are of a markedly fluctuating yield and very different, and even poor, fruit quality. The 
production of brandy has a predominant share in the structure of plum processing, because 66% of 
the total plum production is processed into brandy. The average production of brandy is 44.8 million 
litres, with a tendency of increase at a rate of 2.9% per year. Of the total production, 3.4% is 
processed into prunes, which is limited by market potentials or demand in domestic as well as 
international markets. The average production of prunes is 4,300 tons with a tendency of increase at 
a rate of 2.3% per year. The remaining produced plums are processed into jam as well as other plum 
products - marmalade, preserves and other. 

Sour cherries present a significant and promising fruit, 
primarily from the viewpoint of exports to international 
market. The average number of productive sour cherry 
trees in Serbia is 8.6 million with a tendency of slight 
increase at an average rate of 1.6% per year. The yield 
of sour cherries per tree in Serbia is relatively modest 
and is 2.5 t/ha, which is 60% lower compared to the 
realised European average (Greece has the highest 
average yield in Europe, with 12 tons/ha). In the last 
five years, the average production of sour cherries has 
been at a level of 72,000 tons, and the share of sour 
cherries in the structure of fruit production is 7.8%. The 
assortment of sour cherries is mostly adapted to the 
varieties used for industrial processing, with the 
Oblačinska sour cherry predominant among the 
varieties. Sour cherries present a good raw material for 
our processing industry.     Sour cherries  /  Raspberries 

The largest part is processed into frozen sour cherries with or without pit, preserved sour cherries, as 
well as into sour cherry juice.  

Within the structure of exports of agroindustrial products, raspberries presents the most significant 
export product. Although the investments in plantation growing are relatively high, the invested 
funds are recovered quickly, because raspberries quickly become productive, provide an abundant 
and regular yield and their fruit reaches high price in domestic and foreign market. An increase in 
the areas under raspberries at a rate of 2.6% per year was recorded in Serbia in the 2000-2006 
period. One-third of the world production of top-quality raspberries is produced in Serbia. The total 
area under raspberries in Serbia is 15.200 ha and its share in the structure of areas under fruit is 6.2%. 
The raspberry yield is 5 tons per hectare on average, which is 6% more compared to the realised 
European average. The average European production of raspberries is 357,000 tons. The largest 
European producer is the Russian Federation. Serbia's share in the structure of European production 
is 22.5%. Almost entire production is located in the small area in the production regions of Western 

Production of raspberries and sour cherries in 

the period 2000 – 2007 

 



Serbia (Arilje, Požega, Užice, Ljubovija), where around 55% of the total production is produced, 
Northwest Serbia (Valjevo, Šabac, Osečina) with 35% of production and Southwest Serbia (Brus, 
Aleksandrovac and Kuršumlija). Raspberry assortment is mostly adapted to the varieties that are 
used for industrial processing, and the predominant varieties are mostly Willamette and Meeker. In 
our country, raspberries present the most profitable export article. A very small part of the total 
quantity of raspberries produced in Serbia goes to the domestic market as fresh raspberries, while 
the largest part is processed into frozen raspberries (Rolend, Grits, Block, Bruh, Original) and exported 
as such (90% of the total production). 

In addition to the problems burdening the fruit production, the trends of increase in area, yield and 
production are generally positive. By eliminating or reducing the problems such as: low level of 
applied technology, traditionalism in production preventing the application of new technologies, 
insufficient areas with irrigation systems, low share of integral and organic production, obsolete 
machinery, low percentage of insured crops, small area covered by antihail networks, poor 
organisation of producers into associations and cooperatives, obsolete assortment –  the trends 
would be even more positive, contributing to the wealth of the producers and processors.  

� Preparation of areal organisation and establishment of a register of fruit producers.  

� Encouraging introduction of good agricultural practice in fruit production 

� Investment support to growing new modern plantations 

� Investment support to the application of modern fruit production machinery and irrigation 

systems 

� Preparation of the National Programme of Fruit Industry in Serbia  

 

XI.3.3. Processing and storage 

Fruit processing has large industrial prospects. In Serbia, fruit alone and mixed fruit and vegetables 
are processed and stored in 144 cold storages. The total installed capacity of cold processing is 
303,315 tons, of which 218,368 tons are used. Currently, 49 cold storages have or are in the process 
of introducing the ISO 9001 and HACCP standards. There are 39 plants for hot processing of fruit and 
mixed fruit and vegetables, but less than 50% of the facilities are operational, 40 of which having or 
being in the phase of introducing the HACCP and ISO 9001 standards. In addition to that, 20 plants 
for the production of juices and concentrates also operate. A significant number of processors do 
not operate or have lower-quality equipment, while only few companies have high processing 
technology.  

Extension of the fresh fruit season is also limited by storage capabilities. The problem is that the 
existing facilities are unsuitable, with an obsolete manner of storage and with no air-conditioning, 
resulting in large losses. Only a few of the 180 cold stores existing in Serbia have modern storage 
conditions with ULO (ultra low oxygen) technology, with only around ten of such storages existing in 
Serbia while the number needed is significantly greater. Also, some processing facilities still have no 
quality systems implemented. There is still little fresh fruit sorting and packing, especially when it 
comes to small packages.  

• Introduction of obligatory maintaining of a register of processors and storage keepers; 
• By investment support with budget funds of the Ministry of Agriculture and the IPARD Fund 

the provision of support for the construction of ULO cold storages, construction of new and 
adaptation of existing storages, purchase of dryers and fruit cleaning, sorting, sizing and 
packing equipment. 

• Support to the introduction of the HACCP and ISO standards 



• Adoption of new and harmonisation of existing standards and regulations regarding quality 
for fresh fruit as well as products obtained by fruit processing with the OECD and EU 
standards. 

 

XI.3.4. Prices  

The prices of fruit are formed freely in the market as a consequence of agreement between buyers 
and producers. However, in order to improve the relations along the supply chain, it is necessary to 
adopt the Regulation on Purchase and Buying Stations. 

Due to a great impact of climatic factors on agricultural production, the produced fruit quantities 
can vary significantly from one year to another, which has a direct impact on the purchase price of 
fruit. The prices of fruit in Serbia record a constant increase as a result of increased exports, high 
protection and similar trends in the international market.  

Index of average price increase in the 2004-2007 period 

compared to the 2000-2003 average 

Trend in prices of particular fruit varieties 

  
raspberries / strawberries / walnuts / sour cherries / cherries / apricots / peaches / plums / quinces / 
pears / apples 
        apples / plums / sour cherries / raspberries  
� Improving the information of producers about the market needs and trend of prices in 

wholesale markets and green markets (STIPS); 

� Preparation of the Regulation on  Fresh Fruit Purchase Terms; 

� Adoption of the new and harmonisation of existing standards with the EU and/or OECD 

standards of fresh fruit classes and quality; 

� Preparation of the Regulation on the Quality of Fresh Fruit and Vegetables; 

XI.3.5. Sales and trade 

The production and, by that very fact, also the sales of fruit are, for the most part, in the hands of 
small producers. Apart from this fact, which affects the market flows, the other characteristics of fruit 
sales are:  

• Still, the largest part of the produced fruit is sold at wholesale markets and green markets, 
but there is an increase in the sales in supermarkets, which require quality products, delivery 
continuity, significant quantities, packing but also the possibility of deferred payment. The 
increasingly high sales of fruit in supermarkets accelerates the organisation and 



specialisation of producers in the form of cooperatives or in the form of production 
organisation by private companies that supply the supermarkets.  

• A generally low level of preparation for sales (packing, sorting, promotion...) 
• A low level of contracted production for known buyer 
• A significant level of increase in fruit exports as well as a diversification of export 

destinations. With 80%, frozen fruit gets the largest share in fruit exports, while the exports of 
fresh fruit are 16.6% of the total value of fruit exports. Fresh fruit is exported mostly to the 
Russian Federation – 38%, Austria – 16%, Bosnia and Herzegovina – 14%, Germany – 6%, the 
Netherlands – 4% and Romania – 3%.  

• In recent years, the share of fresh fruit exports has been increasing compared to the total 
fruit exports 

• Lack of common strategy for entering foreign markets (raspberries to the EU or apples to 
the Russian Federation) 

• Lack of wholesalers, distribution centres and other points of sale that are equipped with 
adequate storage facilities    

Trends in foreign trade in fruit and fruit products Trend in exports of particular fruit crops in million USD 
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It is obvious that Serbia is 
competitive, in terms of prices 
and quality, in the production of 
particular fruit crops, primarily 
raspberries and sour cherries, 
which is demonstrated by 
significant exports results. The 
positive trade balance in fruit 
trade will most probably not 
undergo significant changes in 
the following three years, not 
even after the beginning of 
implementation of the Trade 
Agreement with the EU, i.e. 
reduction of tariffs agreed as part 
of the SAA. The imports of 
products such as apples, which 
were imported in the amount of 
about USD 3.3 million per year on average (although the imports tariff was about 70%) will increase.
      Apples / Peaches / Pears / Plums / Average 

It will be similar with the other products imported so far as well, although they are produced in 
Serbia, such as pears, peaches, plums, table grapes. 

 

� Provision of financial and organisational support to the presentation of fruit producers and 

processors at the most important world fairs  

� Promotion of fruit products and fruit producers in domestic and foreign markets  

� Support for joint entries of companies in foreign markets  

 

XI.3.6. Consumption 

The average annual fruit consumption per capita is small in comparison with the European countries. 
It is encouraging that there is a trend of consumption increase, so the average annual consumption 
of fresh fruit per capita was 43 kilograms in 2003, while the average in 2007 was 59 kilograms. The 
largest consumption of all fruit products is recorded by apples, while the other fruit crops are 
consumed significantly less.  

Most of the produced fruit is processed. Stone fruit is processed most, pome fruit and berries 
significantly less, while nuts are processed to an insignificant extent and used as ripe fruits in 
unprocessed state. In recent years, a significant trend of increase has been noticeable in the 
consumption for industrial processing, of over ten times for apples or several times in the case of 
plums.  

 

Consumption of fresh fruit by crop during 2007 Consumption of apples and plums for industrial 

processing 
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� Support for the projects aimed at promoting fresh fruit consumption in domestic and foreign 

markets, particularly among children  

XI.3.7. Support policy 

The objective of the Ministry of Agriculture is to improve the fruit production by growing new 
plantations, improving product quality as well as by higher production profitability. In order to 
achieve this, the Ministry provides support to the fruit production through different programmes of 
measures, the most important being: 

Market measures:  

• Export incentives for frozen fruit (7%), preserved fruit (10%), dried fruit (10%), and juices 
(10%).   

Structural measures: 

• Investment support for the procurement of equipment and machinery for fruit industry 
enhancement:  

• Irrigation equipment (50%),  
• Attaching devices (40-50%),  
• Subsidies for mini dryer procurement (40-50%),  
• Subsidies for building cold stores (40-50%), 
• Support to growing new and improving old plantations:  
• Incentives for growing new production fruit plantations 
• Incentives for growing new foundation stock fruit plantations 
• Incentives for clearing away infected fruit plantations 
• Support to standards introduction 
• Support to the presentation of our producers and processors at international fairs.  

Credit support 

• Long-term loans for raising new plantations as well as for equipment and machinery for fruit 
production  



Certainly the most important measure for the improvement of fruit production are the incentives for 
new plantations, introduced in 2004. An increase in the area under new fruit plantations is observed 
year after year, as well as a constant increase in the amount of funds per hectare of new plantation. 
The reason for the increase in the amount of incentives is the increasing orientation of agricultural 
producers toward certified (virus-free) planting material, which receives twice as much support as 
standard planting material. The second reason is the increasingly high orientation of agricultural 
producers toward intensive or dense planting of seedlings (through the Regulation, the incentive is 
given per seedling rather than per hectare), or growing plantations by means of modern fruit 
growing technology.  

Geographical distribution of used funds for raising new 

plantations 

Size of hectares raised and ratio of spent funds 

(RSD/hectare raised) 

  
 
Vojvodina's share / Vojvodina / Central Serbia  Total hectares / RSD per hectare 

Since 2007, the Ministry of Agriculture has been implementing the measure of assistance for the 
introduction of planting material certification through financing the growing of basic-category  
foundation stock plantations, which are necessary for certified seedling production. In the first year, 
6 applications were submitted for growing new  foundation stock plantations in the total amount of 
RSD 12,328,800 in funds.  

As of 2007, a new measure of the Ministry of Agriculture was introduced by which the clearing away 
of infected fruit and grapevine plantations is supported with the aim of forming health safety zones 
in which new foundation stock and production plantations with certified planting material will be 
established. A total of 14 eradication projects were approved in the amount of RSD 87,842,783. 

In the 2009 – 2011 period, the support will be based on:   

• Increase and promotion of the measures aimed at raising new foundation stock and 
production plantations along with the reduction of the amount per hectare/seedling  

• Increase in the amount of investment support for equipment and machinery  
• Abolishment of export subsidies  
• Continuation of the implementation of the Regulation on Utilisation of Incentives for 

Clearing Away Infected Fruit Plantations; 

XI.4. Action plan 

Measure 2009 2010 2011 

Legislative 

Regulation on the Quality of Fresh Fruit and Vegetables    



Regulation on the Conditions for Public Storages for Fruit and 
Vegetables 

   

Regulation on the Quality of Products that Will Be the Object of Storage 
in Public Storages for Fruit and Vegetables 

   

Institutional 

Establishment of the Compensation Fund    
Establishment of the Register of Fruit Producers and Processors    

Support  

Raising new production fruit plantations    
Raising new foundation stock fruit plantations    
Eradication of infected fruit plantations    
Areal organisation of fruit industry     

XI.5. Basic indicators  

• Continuation of the trend of introducing certified seedlings when establishing new 
foundation stock and production fruit plantations; 

• Maintenance of the trend of yield increase in the following three years in all fruit crops, 
especially in traditional fruits such as: plums, raspberries, apples, sour cherry; 

• Maintenance of the trend of area increase in the following three years in all fruit crops, 
especially in traditional fruits such as: plums, raspberries, apples, sour cherry; 

• Continuation of the eradication (clearing) of infected stone fruit plantations that are a 
possible source of infection by the plum pox virus for the surrounding orchards, as well as 
neglected and infected pome fruit plantations that are a possible source of infection by 
fire blight – Erwinia amylovora for the surrounding orchards, with a possibility of raising new 
fruit plantations; 

• Registered authorised storage keepers for fruit and vegetables and issued first storage 
notes; 

• Areal organisation of the fruit industry of Serbia. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

XI. SECTORAL ANALYSIS – VINICULTURE AND WINE MAKING 
INDUSTRY 

VII.5. Significance and basic trends  

The viniculture and wine making industry  sector has a long tradition in Serbia. Currently, it has a lot of 
unused potential reflected by successful grape vine cultivation in poor areas in hilly and 
mountainous regions which presents the possibility of more intensive rural development in these 
areas. On the other hand, wine is not simply an alimentary product with high nutritive and curative 
value, it also represents a parameter of a country’s cultural development.   

Grape production is mainly conducted on private farms, except ten larger vineries (ex-socially 
owned) which have their own vineyards.  

In 1955. there were 135,000 hectares of arable land under vineyards in Serbia which decreased to 
merely 60,000 hectares in 2007. 

The long term decrease in grape and wine production occurred due to:: 

• Unfavorable market conditions 
• The decline of large vineries which used to purchase grapes from small scale farmers 
• bad assortment for producing table vines and long term production of low quality vines 
• Nonexistence of a strong legislative regulative 
• Nonexistence of clear categorization of vine quality and insufficient marking of such vines 
• Nonexistence of modern processing capacities 
• Unfavorable image of Serbian vines and inadequate media promotion 
• Huge import of cheap wine from Macedonia 
• Loss of trust from the buyers regarding the quality and control of domestic wines 

Wine consumption was in a long term decline, but new state measures and the appearance of 
privately owned small scale vineries which produce high quality wines have somewhat rectified the 
situation. A gradual increase in the production of branded wine can be noticed as well as a risen in 
the consumption of high quality wines.  

Thanks to the affirmative measures of the MFAW, in the recent years there is a gradual recovery of 
the winery sector. 

VII.6. Policy objectives 

Considering the difficult position of domestic vine culture and winery industries and high competition 
from the surrounding and the EU countries, the MFAW wants to completely redefine this sector 
during the 2009 – 2011. period through an Operative Program. Furthermore, support measures which 
will ensure the standard harmonization with the EU and an increased demand for high quality wines 
will be applied. 

The goals for this period are:  

• Adapting the viniculture and winery sector to the existing situation and trends. Harmonizing  
the domestic regulations with the EU standards 

• Intensive vineyard cultivation with adequate sorts (minimum 2,000 hectares per year) and 
establishing enough domestic raw materials for producing high quality wines 

• Improving the quality of domestic wine 



• Harmonizing the geographic origin with the real situation and establishing a new 
regionalization 

• Reducing the high negative foreign trade balance regarding wine trade with Macedonia 
and Montenegro by intensively promoting domestic wine and sorts 

VII.7. Supply chain of grape and wine production 

Viniculture and winery industry have been falling intensively  for the past couple of decades. This 
was marked by the removal of vineyards and the degradation of large, ex-socially owned wineries. 
On the other hand, there is a permanent increase in wine import from Macedonia which is refilled 
into bottles and packaged in Serbia. The aid to this sector through market and structural measures 
was insignificant compared to the necessary support for improving the development of the 
viniculture and winery industries.  

VII.7.1. Input provision  

The appearance of certain problems in the viniculture industry and vineyard exploitation is often a 
consequence of using inadequate seed material, inadequate fertilizer use and soil preparation, 
nonexistence of cloned domestic and autochthon sorts many other factors which negatively 
influence this industry.  

Improving the production of certified seed material 

Although the MFAW intends to improve the production of certified seed materials, at the moment, 
the production of standard seed material is larger than the production of certified seed material. 
The Seed Material Law from 2005 enables the production of certified seed materials due tot he 
introduction of certificates which are granted by the MFAW, the Plant Protection Agency. This has 
contributed to the gradual reorganization of the seed material production, a return of customer trust 
and a return to the foreign markets. Financial favoring of certified seed material has contributed to 
the high demand of certified seed and a higher interest of seeders. 

Due to the impossibility to acquire base 
seed material for forming base plantings 
and its high price in Serbia, there is a deficit 
of certified seed material and an increased 
import of these seed categories.  

The currently established seed stock of vine 
grape indicate that the proper number of 
certified domestic seed material can be 
acquired in 2012 at the earliest. 

 

 

 

Percentile participation of domestic certified seed material in vineyard establishment (estimate) 

Year Number of certified seedlings Export 

To be used on 

the Serbian 

market 

% entail of domestic 

seedlings 

2009. 6,500,000 1,000,000 5,500 000 68.75 
2010. 7,500,000 1,000,000 6,500 000 81.25 
2011. 8,500,000 1,000,000 7,500 000 93.75 
2012. 9,500,000 1,000,000 8,500 000 106.25 

Attested amounts of grape vine seed material 

Title 
Declared amount (pieces) 

2006/2007 2007/2008 
Grape stalks 8,715,448 11,665,350 

Cutting 10,613,350 7,687,000 

“Vioka” 5,088,700 6,311,000 
Grape stalk 

variety 
2,348,000 2,826,300 



 

As the intensive establishment of seed stocks had just started in 2008, the proper distribution of the 
certified seeds can be expected at earliest in 2012. For this reason, the production of these seedlings 
will be based on import reproduction material (primarily “viokas”) from which certified seedling are 
produced in Serbia. 

� Intensively aid the establishment of base seed stocks during the following years, until a 

sufficient number of base stocks has been reached. Allow for the possibility of using 

autochthon sorts which are significant for Serbia through special, hastened methods 

Improving the establishment of production vineyards 

During the 2005 – 2008.  period, most vineyards were established in the Srem and in the West Morava 
regions. Although the Nis-South Morava region has a large area and a lot of potential, very few 
vineyards were established there in the past period. There is a similar situation on the Timok region 
which has a significant potential for producing red wines. Considering the fact that Serbia imports 
significant quantities of red wine, mostly from Macedonia and Montenegro, special care should be 
devoted to the abovementioned regions when agricultural policies are considered. 

The dynamic of vineyard establishment by regions and years 

  
If we could establish 2,000 hectares of vineyards per year with a minimum distance of 2.5 х 1 meters, 
the minimum amount of needed seedlings would be 8,000,000. Considering the fact that the 
average price of a certified seedling is 1.2 Euros, the yearly costs for 2,000 hectares would be 
9,600,000 Euros. 

� Adapt the support measures for vineyard establishment to the regionalization and the 

economic strength of the grape producers by aiding small scale producers and establishing 

supported vineyards and black wine sorts 

Improving the sanitary status of the vineyards 

The largest problem in certain wine producing areas (Zupa and Nis areas) are the golden and red 
illness of grape vines caused by Flavescence doreé which expands significantly through and infects 
healthy plants. The end effect of this illness is the degradation of grape vines. 

Although some prevention measures have been started in 2007, in order to combat this illness it is 
necessary to systematically clear infected vineyards and apply adequate protective measures.  

� Continue to apply measures for clearing infected vineyards, especially in the Zupa and Nis 

regions 



� Contractually bind the users of the MFAW funds to use adequate protection measures on their 

vineyards and thereby fight the golden and red leaf illness, as well as to clear infected 

vineyards. 

VII.7.2. Grape production 

Grape production in Serbia is characterized by a constant stagnation which is caused by the 
permanent clearing of the vineyards and high production costs from: 

• Poor sort structure 
• High production costs and the fragmentation of vineyard land parcels 
• High price competitiveness of the Macedonian grapes 
• Lack of manual labor, primarily during the cutting and harvesting periods. Advanced age 

of grape producers. 

Although the data of the Republic Statistical Agency indicate that there are about 60,000 hectares 
under vine grape in Serbia and about 350,000,000 vines, the real areas are much smaller and are 
estimated at about 20,000 hectares. This large difference comes from the improper calculation 
methods employed by the Republic Statistical Agency and its use of inaccurate data.  

In 2008 the MFAW started establishing the Viniculture Register where 5.623 hectares under vineyards 
have been registered. Since the registration is voluntary until the new Vine Law is adopted and since 
only the serious producers have registered until now, it is estimated that this represents 25% of the 
total area.  

Grape distribution relies on large wineries like “Vino Zupa”, “Rubin” and “Vrsacki Vinogradi” who 
purchase grapes of varying quality. The other wineries purchase smaller amounts of grapes and 
base their wine production on their own grape  production. 

Since viniculture production is largely determined by the yearly climate conditions, it varies from year 
to year but averages at about 300,000 tons of grapes with a constant reduction caused by vineyard 
clearing and importing grapes from Macedonia. As the grape production is significantly cheaper in 
Macedonia due to better conditions and the reduced need to apply protective measures, the 
grape price is lower. Therefore, some wineries  import Macedonian grapes for processing which 
negatively impacts the domestic grape producers and contributes to the decline of the viniculture 
in Serbia. 

 

 

 

� Support vineyard establishment through subsidies for proper sorts and certain regions and 

mountainous areas. Special care should be taken of black wine sorts in the Zupa, Timok and 

Nis regions. 

� Support investments into mechanization for land tillage, vineyard cutting and grape harvesting 

 

 

 

 

 



VII.7.3. Grape processing, wine production and storage 

Serbia’s wine production depends mostly on the 
yearly climate and weather conditions. On 
average, the production amounts to 350,000 tons of 
processed grapes and и 2,000,000 hectoliters of 
wine.  

Regional and worldwide production 

The largest producer of grapes and wine in the 
world is the European Union. In fact, the EU actually 
has a surplus of wine which requires a thorough 
reformation of the industry. 

In the past two decades, a notable expansion of 
grape and wine production in the “New World” 
countries like Argentina, Chile, USA (California), Australia, South African Republic etc. 

After the establishment of free trade (WTO) these countries have a permanent increase of wine 
export into the EU where the consumption of non-European wines is on the rise. Therefore, the EU 
intends to encourage the clearing of the vineyards where non-competitive wine is being produced. 

For Serbia, the largest regional competitor in wine production is Macedonia which has some 
advantages in wine and grape production compared to Serbia (better climate conditions, cheaper 
labor, competitive grape and wine prices etc.).  

Although Montenegro has relatively small areas under vineyards (around 2,000 hectares) its wines 
are very competitive on the Serbian market. 

Winery types 

Due to the significant differences in the scope and the specialization of the production, all wine and 
grape producers have been divided into several groups, starting from grape producers who cannot 
process grapes, followed by companies and the largest producers. 

The number of large wineries in Serbia is relatively small, although they quantitatively take up a 
significant portion of the industry. Medium sized wineries in Serbia currently represent the most active 
producer group. An increasing number of wineries (especially family wineries) have recently began 
to expand their processing capacities and thereby enter the group of medium sized wineries. Small 
wineries make up the largest producer group in Serbia, although the wine production in these 
wineries is no proportional to their number. The measures of the MFAW intend to improve each of the 
producer groups and ease the ascension of the wine producers into the more advanced groups.  

Production of branded wine 

Thanks to the positive measures of the MFAW, the branded wine production is rising. The number of 
producers which have established wine and grape production control has risen from 7 in 2008/2009 
to 50 in 2009/2010. 

� Carry out the reform of the branding system and enable all Serbian wines to become branded 

� Change the legislative regulation in order to create a clear basis for wine branding 

 

 

Vine and grape production in Serbia 

 



Processing capacities and main problems 

After the collapse of a certain number of ex-socially owned wineries, a certain number of processing 
facilities is no longer in use. Through prolonged periods of inactivity, this processing equipment has 
been rendered useless. 

The main problems in the wine industry are:  

• Outdated technology and equipment 
• Nonexistence of cold wine fermentation and stabilization technology  
• Insufficient training 

Due to the price competitiveness of Macedonian grape and wine, numerous wineries from Serbia 
import such wine from Macedonia and enhance it in their own production facilities. Due to that, 
some wineries have stopped redeeming grapes from ex-cooperators while other wineries even 
abandoned their own vineyards which led to the difficult situation in this sector. 

 

The worst situation in terms of equipment can be found with the small scale producers who still use 
traditional wine producing equipment which induces inadequate wine quality and often causes 
defect wines to appear. There are often sanitary and hygiene problems with the wineries of this 
producer group. 

� Provide subsidies for acquiring modern equipment for wine production and the adaptation of 

wineries with the goal of separating wine and brandy production 

� Use the TAIEX resources – transferring expert knowledge from the countries that traditionally 

produce special and aromatic wines 

As the legislative regulations currently allow grape imports, processing and wine production from 
imported grapes without special marking consumers are often confused into thinking that this wine 
has been produced from Serbian raw materials. 

� Stimulate wineries which don’t import and repack wine but use domestic grapes instead with a 

clear agricultural policy  

� Provide clear marking for wine producer from foreign grapes 

VII.7.4. Prices 

Trend of grape import intended for further processing Origin of import grapes for further processing 

  



Код цене грожђа разликујемо цене стоног и винског грожђа. Због сезонског караткера цена 
домаћег стоног грожђа највећа је у јулу, када стижу ране сорте као што су Кардинал, 
Кармен, Прима и др. На већу цену грожђа утиче и увоз грожђа ван сезоне пре свега из Грчке, 
Италије и Македоније. С тим у вези, требало би стимулисати подизање засада стоних сорти 
винове лозе веома раног времена сазревања, како би се постигла и већа цена. 

Потрошња и цене стоног грожђа у Србији у периоду 2000 -2007. године 

 
 
Wine production prices vary according to its color and use but are usually around 1 dinar per 
percentage of sugar entail, though black wine is more expensive than white wine. Due to the lack of 
adequate grapes for high quality wine production, the prices of grape sorts which are deficit on the 
Serbian market (Cabernet sauvignon, Merlot, Sauvignon blanc, Chardonnay) are around 2 dinars 
per sugar entail. 

In accordance to the new tendencies of producing wines from autochthon sorts, an increased 
demand for these grape sorts has been recorded (Prokupac, Tamjanika, Skadarka), which 
increased the price of these grape sorts slightly above average. Due to the increased demand, it is 
expected that the prices of autochthon grape sorts will continue to increase.  

Retail price of bottled wine mostly depends on the wine color. In the past period, red wines had a 
higher price (123.4 dinars on average) than white wines (87.3 dinars on average). This price is 
primarily based on the low quality wines which are dominant on the Serbian market. 

The price of high quality wine made by small scale producers averages between 400 and 1,000. 
These wines are deficit on the market and can only be found in specialized retail stores and 
restaurants. 

� Stimulating grape producers toward the establishment of vineyards consisting of early table 

wine grape sorts and high quality grape sorts which are deficit on the domestic market as well 

as the autochthon grape sorts which are in high demand on the market 

The lowest price and the smallest profit margin is established in the primary grape production. Slightly 
larger profits can be made in the secondary industry i.e. grape processing and wine production. The 
tertiary industry produces the highest prices and the best profits from selling the final product to the 
consumer. The increase of price and profits is not proportional due to the individual approach and 
the weak organization of grape and wine producers compared to the retail and service sectors. 

The price variation along the market chain follows specific trends, especially for high quality Serbian 
wine which is made by middle sized producers. Considering the fact that Serbian wine is a deficit 



product, it has been noticed that it can achieve a high end price which is often above the prices for 
French, Spanish and Italian wines. 

Still, due to the high margins which retailers and traders take for the sale of this deficit commodity, it 
can be deduced that the largest portion of the profit is made by the end seller. 

� Agricultural policy measures should stimulate the unions of grape and wine producers so that 

they can make joint market ventures 

Macedonian grape presents a strong competition to the domestic grape due to its reduced 
protection measures, cheaper work force and the ability to achieve high yields without the loss of 
quality. On average, its priced at about 15 to 25 dinars per kilogram. 

For these same reasons, Macedonian wines achieve a good price competitiveness and the 
average price of still wine in the 2004 – 2007 period was 1. 27 US dollars per liter while the 
unpackaged wine price was 0.52 US dollars per liter. Such a low price of unpackaged wine equals 
the price of 1.5 kilograms of wine grapes produced in Serbia. Therefore, numerous wineries import 
unpackaged wine from Macedonia rather than produce grapes. 

Such price competitiveness of Macedonian and Montenegrin wines is the main obstacle for the sale 
of Serbian medium and high quality wines. One of the ways to overcome this  problem is to brand 
mark Serbian wines through the geographic origin brand marking system and promoting that. 

� Promote Serbian brand marked wines and educate the consumers about the significance of 

the wine’s geographic origin 

VII.7.5. Trade and marketing 

In the recent period, the largest export of still wines in the original packing has been achieved. The 
export of unpackaged, bubbly and long wines (vermouth, sherry etc.) is somewhat less both by 
value and by amount.  

 

 

Exporting wines by type Importing wines by type 

  
 
In the recent period, Serbia has mainly been importing unpackaged wine, followed by still and 
bubbly, and long wines.  

During the 2004 – 2007. period it has been noticed that the total export value has been constantly 
rising  (from 8.5 millions of US dollars in 2004 to 12 millions of US dollars in 2007). At the same time, the 
value of total wine import has risen compared to the recent period but much more than the export 
value (from 11 millions of US dollars in 2004 to 38 millions of US dollars in 2007). Generally speaking, 
Serbia has a negative balance in foreign wine trade both by value and by amount. 



Foreign trade wine balance during the 2004 – 2007. period (millions of liters) 

 

he largest scope of Serbia’s wine trade in the recent period was with the sooth-eastern Europe 
countries i.e. the West Balkan countries (the CEFTA market).  

Over 50% of Serbia’s export wines go to the CEFTA market. Furthermore, an increase of exporting on 
this market is noticeable. Similarly, over 90% of the Serbia’s wine imports come from the CEFTA 
market. 

The second largest market for Serbia is the EU market. Serbia exports 15-45% of its wine to the EU 
market. During the recent years, the wine export on the EU market has been reducing while the wine 
export on the CEFTA market has been increasing. The total wine import from the EU market ranged 
from 3-6% of the total amount of imported wine (usually low quality wine). 

A small portion of the wine trade is conducted with other countries. Wine exports on that market 
range from 3 – 5% of the total wine export while wine imports are around 1% of the total wine 
imports. High quality wines are usually imported from this market. 

Wine export was primarily aimed at Bosnia and Herzegovina and Montenegro in 2007 (CEFA 
market), Germany and Austria (EU member states) Canada, Switzerland, Russia and USA (other).    

Wine was primarily imported from Macedonia, Montenegro and Croatia (CEFTA market), Italia, 
France and Slovenia (EU member states) and Chile (other). 

Customs protection levels 

At the moment, Serbia has several multilateral and bilateral agreements which determine the 
specific custom protection levels in its trade. The most significant agreements for Serbia are with the 
south-east Europe countries, the EU and the Russian Federation. 

The south-east European region has become a free trade zone with the signing of the multilateral 
agreement so that grape and wine imports from this region have no customs expenses. Due to 
Serbia’s free trade agreement with Macedonia, Macedonian wine doesn’t have any customs 
based expenses and merely requires a document which certifies the quality of the wine. This 
situation enable the Macedonian wine to penetrate the Serbian market with ease which makes it 
highly competitive. 

The customs protection levels for grain and wine trade between Serbia and the EU are regulated by 
Protocol 2 of the SAA. Annex 1 of this Protocol determines the mutual trade concession preferences 
for certain wines where the customs rate is 0%. This protocol indicates that Serbia can export 63,000 
hectoliters of wine to the EU market without customs expenses. However, 53,000 hectoliters of wine 



can be exported in the original packing while 10.000 hectoliters must be exported unpackaged. O 
the other hand, the EU has been allowed to export 25,000 hectoliters of wine into Serbia with a 0% 
customs rate. These preferential customs rates are becoming effective after the adoption of the 
SAA. 

besides the aforementioned agreements, Serbia uses the non-customs regime when trading 
agricultural and alimentary products with the Russian Federation thanks to the bilateral agreement 
between the two countries. In accordance to the latest negotiations, it is expected that still wines 
will no longer be taxed by customs when exported to Russia.  

When importing wine from other markets Serbia applies a 30% customs rate importing foreign wine 
on the domestic market. 

� Aid the equipping and modernization of laboratories for wine and grape control 

� Establish stricter control of imported wine and grapes 

� Stimulate the establishment of clusters consisting of wine and grape producers, traders, 

brokers, government and NGO sector representatives, auxiliary goods retailers etc. in order to 

ease their communication and business including meeting payment deadlines 

� Educate the producers on the importance of wine marking and branding 

� Stimulate the production of branded Serbian wine 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



VII.7.6. Wine and grape consumption 

Wine and fresh grape consumption in Serbia is very low compared to the other countries and 
averaged at 2.24 kilograms of fresh grapes per population unit during the past eight years. Wine 
consumption during the same period averaged at 3.03 per population unit. 

The distribution of wine toward the 
end users is done through large 
distributor and retailer chains, 
specialized shops, service objects 
(restaurants, hotels, motels etc.). 
Besides these conventional 
distribution channels wine sale is also 
conducted directly in households 
and farms which produce wine for 
their own use.  

It can be noticed that retailers 
usually have export wines of varying 
quality and domestic wines of low or 
medium quality. High quality Serbian 
wines can only be found in 
specialized shops or service objects. 

The low wine consumption is caused by: 

• Aggressive beer brewery campaign and traditional brandy consumption 
• Low purchasing power of the population 
• Insufficient grape production, both the table and wine sorts due to the clearing of 

vineyards 
• A Weak assortment of table vine sorts which influences the short length of the grape 

consumption season 
• Nonexistence of table grape storage capacities which makes non-seasonal import grapes 

(from Italia, Macedonia and Greece) very expensive 
• Weak supply of domestic wines in retail stores. High quality wines can only be found in 

specialized shops and restaurants 
• Consumption of low quality wine 
• Low awareness level of the domestic consumers regarding wine quality and traditional use 

of wine in combination with other drinks (mineral water) and lacking wine promotion 
• Provide subsidized promotions of branded Serbian wine through education programs 

VII.7.7. Support policies 

Sector analysis support per amount of funds 

In 2007. the subsidizing of the multiannual vine plantings was continued and  around 400,000,000.00 
dinars were used for that purpose. 

Besides that, new simulative measures in the winery and viniculture areas were employed as well: 

• Subsidizing the establishment of base seed stocks with the goal of producing certified vine 
seed material. About 29,143.200,00 dinars were used for this in 2007; 

• Subsidizing the production of brand marked Serbian wines. About 23,973,371.61 dianrs were 
used for this in 2007 

• Subsidizing disease eradication and vineyard revitalization projects for 2007. About 
40.991.927,00 dinars were used for this ion 2007 

Wine and grapes consumption trend in Serbia during the 2000-2007 

period 

 



Based on the experiences and the analysis of the results of these measures, the aforementioned 
stimulation measures were continued in 2008 with certain corrections and minor adjustments. The 
implementation is still ongoing. 

Analysis of the support policies by grant users 

Based on the analysis of the grant users in 2007 it can be deduced that the largest numbers of fund 
users was located in the viniculture regions of Vojvodina and West Morava vine producing regions. 

The lowest grant amount was awarded to the Pocerski, Nisavski and Kosovski regions. Considering 
the fact that these regions have favorable climate conditions for grape vine cultivation, special care 
should be taken for the development of these regions in the future by using simulative measures for 
improving the winery and viniculture industry.   

The analysis showed that the number of grant users is increasing, especially in Vojvodina. 

Analysis of the EU agricultural policies(old and new members) 

The past EU policy concerning the support for the viniculture and winery industries was based on 
subsidizing critical wine distilleries in private storage facilities and other measures which usually 
attempted to address the wine surplus. For subsidizing this sector, the EU used about half a billion of 
Euros per year. These EU measures did not give the expected results in resolving the wine surplus 
problem and improving the competitiveness of the European wine. With the 2008n policy reform 
new support measures were implemented. These measures are based on “national envelopes”  and 
allowing each country to distribute the funds with the goal of improving their own viniculture and 
winery industries. The bulk of funds is being used for marketing promotion of the product export into 
third world countries, clearing vineyards, rural development etc. 

The main problems with the past viniculture and winery sector support were: 

• The outdated legislative regulations 
• Low information access to small and private vineyard owners in less developed areas 

concerning the MFAW support measures 
• The limited implementation possibilities of agricultural support policies due to the 

impossibility of renting state owned land on a period longer than 20 years 
• The impossibility of domestic producers to finance the entire vineyard or stock seed forming 

costs in advance 
• Long time period from applying for the grants to receiving the funds i.e. a slow 

implementation of the regulations 
• Insufficient human resources and technical conditions on the MFAW for the 

implementation of all necessary agricultural policy measures 
• Creating a new law and the accompanying regulations concerning the wine production 

industry 
• Enable the procurers to have access to better information 
• Enable a longer time period for land renting (30 – 40 years) in cases where multi-annual 

grape vine plantings are established through changing the Arable Soil Law 
• Continue the positive agricultural policies for brand marked domestic wine production 
 
 
 
 
 
 



VII.8. Action Plan 

Measure 2009 2010 2011 

Legislative 
Form and adopt a Regulation for determining the boundaries and titles of 
viniculture areas, the allowed and recommended grape vine sorts, maximum 
yields for those areas and other characteristics relevant for grape and wine 
production in viniculture areas 

   

Form and adopt a Regulation which prescribes the sorts and categorization of 
special wines, the type of enological treatments and means, the production 
methods, the quality, the marking and other traits relevant for the production and 
trade of special wines such as the quality 

   

Form and adopt a Regulation about the production type and methods for table 
wine as well as the maximum allowed grape yields, the means and types of grape 
production as well as the wine quality for each brand mark category 

   

Form and adopt a Regulation about the types of other products, the types of 
enological methods and means, the production methods, the quality declaration 
and other production demands 

   

Form and adopt a Regulation about the contents and the logging of the 
Viniculture Register and the application sheet for the Viniculture Register 

   

Form and adopt a Regulative concerning the technical and staff conditions which 
an expert organization for Viniculture Register has to fulfill along with its work 
methods 

   

Form and adopt a Regulative concerning the facility conditions, technical 
conditions, the vessels and equipment as well as the expert staff which the 
producer has to fulfill 

   

Form and adopt a Regulative concerning the contents and the logging methods 
of the Viniculture register as well as the Viniculture Register application sheet  

   

Form and adopt a Regulative concerning the winery log contents and the book 
keeping methods 

   

Form and adopt a Regulative concerning the marking of vessels which hold 
unpackaged wine products  meant for wine production, storage etc. 

   

Form and adopt a Regulative concerning the enological methods and means for 
producing wine and related products 

   

Form and adopt a Regulative concerning the methods of control and enrichment 
of wine products 

   

Form and adopt a Regulative concerning the parameters and methods for 
analyzing they quality of wine and wine products 

   

Form and adopt a regulative concerning the technical and professional 
conditions which a certified laboratory for chemical, physical, microbiological and 
sensory wine analysis and grading 

   

Form and adopt a Regulative concerning the methods and means of sensory wine 
grading, training methods, expertese evaluation and  payment 

   

Form and adopt a Regulative concerning the wine and wine product packaging, 
declaration and grading methods 

   

Form and adopt a Regulative concerning the visual look, the contents and the 
means of acquisition of a brand mark 

    

Form and adopt a Regulative concerning the brand mark naming, the methods 
and means of acceptation, the maximum grape yields and production methods 
and means and other brand mark related requirements 

   

Form and adopt a Regulative concerning the means and methods of accepting, 
recognizing and marking branded wine as well as the required conditions 

   

Form and adopt a Regulative concerning the naming of additional markings, the 
means and methods of their acceptance, the wine marking methods and other 
relevant conditions 

   

Form and adopt a Regulative concerning the terms for recognized, traditional 
brands, the methods of acceptance, the wine production and marking methods 
and other relevant conditions 

   

Form and adopt a Regulative concerning the technical and staff conditions which 
need to be fulfilled by the Control Organization, the methods of conducting brand 
mark related business, the work methods of the control agency, the methods of 

   



controlling grapes  intended for the production of brand marked wines and the 
control of brand marked wines 
Form and adopt a Regulative concerning the conditions of wine trade and 
packaging and package types 

   

Form and adopt a Regulative concerning the transport, storage and trade 
conditions 

   

Form and adopt a Regulative concerning the sampling methods, quality control 
and sensory  grading of wine as well as the trade of imported wine, grapes and 
other related products 

   

Form and adopt a Declaration concerning the refunds of costs related to the 
brand mark, the control of grapes intended  for producing brand marked wine, as 
well as the sensory grading of brand marked wine 

   

Form and adopt a Declaration concerning the refund amount related to the 
fulfillment of the conditions for grape production, for wine and wine product 
control, for import and export shipment control 

   

Institutional 
Form a governing body which will take over the maintenance of the Viniculture 
Register in accordance to the new laws and the EU standards 

   

- Form an institutional brand marked wine control system  
- Form a National Council for the regionalization of grape wine cultivating areas 
and wine brand marking in accordance to its geographic origin, the new laws 
and the EU standards 

   

Form an institutional system if independent laboratories for quality control and 
sensory grading of wine and wine products in accordance to the new laws and 
the EU standards 

   

Form and independent sensory grading system in accordance to the new laws 
and the EU standards 

   

Support measrue 
Support viniculture through the Regulation concerning the distribution and usage 
of grants intended for establishing multi-annual grape wine and hop stocks 

   

Support viniculture through the Regulation concerning the distribution and usage 
of grants intended for establishing multi-annual grape wine and hop base stocks 

   

Support wine production through the Regulation concerning the distribution and 
usage of grants intended for brand marked wine improvement 

   

Support the legislative harmonization with the EU standards by introducing support 
measures for the adaptation of wineries with the goal of physically separating wine 
and brandy production 

   

Support wine production through introducing support measures for winery 
equipment acquisition 

   

Conduct support measures for short term crediting of packaging, auxiliary goods 
and inputs as well as long term crediting (with a longer grace period) of vineyard 
establishment, equipment and mechanization acquisition and winery adaptation 

   

Intensify the measures which combat the Flavescence doreé    

 

VII.9. Main indicators 

 

• The Wine Law and the accompanying regulations have been adopted and published 
• The Viniculture and Winery registers systems have been established in accordance to the 

new Law and the EU standards. All vineyards and wineries in Serbia have been recorded 
• A new wine brand marking and control system compliant with the EU standards has been 

established 
• A new  winery regionalization has been established in accordance to the new Wine Law 

and the EU standards 
• A system of independent laboratories for wine quality assessment and grading has been 

established in accordance to the new Wine Law and the EU standards 
• The area under new production and stock seed vineyards have increased 



• The wine quality and production technology has been improved through the acquisition of 
new equipment and the application of ecological methods and measures 

• The number of brand marked wines and wine producers has been increased 
• The infection with Flavescence dore has been alleviated in the primary areas 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

XII. Product analysis - tobacco 

There are 4,026 registered farms engaged in tobacco production in Serbia today. Twenty years ago, 
there were about 30,000 of them and 14,000 five years ago. However, in 1994, 31,174 cooperative 
members produced 9,500 tons of tobacco, similarly to the almost 7 times lower number of producers 
in 2007 (8,480 tons). It is obvious that there were major structural changes in this production and that 
it is, after all, different today compared to the previous period when it was characterised by 
pronounced social aspect. However, the real question is what will happen to this production in 
Serbia due to the coming changes regarding Serbia's accession to the EU and WTO. What 
objectives should be set and what policy should be created? The directions of the support policy will 
be provided by the National Programme, but the essential answers to these questions must be given 
by those most interested in the sector development - producers and processors, respecting the 
consumers, however, and understanding that the result of this agricultural production is not food 
and that this consumption is different from other consumption. It is precisely for this reason that the 
policy objective in the following period should be: 

• Preparation of the tobacco production, processing and sales sector for the conditions and 
rules that will prevail in the EU after the accession of Serbia to the European Union.  

• Utilisation of the existing capacities and knowledge in tobacco production and processing 
in the most economical manner 

• Ensuring production continuation for the tobacco producers rendered socially vulnerable 
by the upcoming changes in business environment  



That means that it is necessary to prepare the sector for the new environment, initiated by the 
signing of the Stabilisation and Association Agreement and the CEFTA Agreement and continuing in 
the near future when Serbia should become an EU candidate and member. This preparation implies 
and mostly relates to: 

• The need for increasing tobacco production competitiveness 
• Reduction of subsidies for tobacco production in the EU as of 2010 and announcement of 

their abolishment in 2013  
• The trend of decrease in tobacco consumption due to  

− An increase in tobacco excise duty and obligatory payment of minimal allowed 
excise duty after joining the EU (minimal allowed excise duty on cigarettes must be 
EUR 64 per 1000 cigarettes (EUR 1.28 per 20-cigarette pack) and minimal level of 
excise duty must be 57% of the retail price (including the VAT). 

− The policy of prohibiting smoking in public places and the expected trend of 
decrease in cigarette consumption  

Tobacco production and trade  

Around one hundred countries in the world are engaged in tobacco production. The largest 
producers are China, Brazil, India and Indonesia. Eleven member states are engaged in this 
production in Europe, which together produce about 6 times less tobacco than China or less than 
half the quantity produced by Brazil. With the production of about 7-8 thousand tons, Serbia is 
among smaller producers that cannot satisfy their needs by their own production.  

In the 2000-2007 period, the tobacco production in the territory of the Republic of Serbia varied 
significantly in production volume and structure by type. Three types or varieties of tobacco are 
cultivated in Serbia today, and these are: Virginia, Burley and Oriental. Virginia and Burley belong to 
the group of large-leaved tobaccos, while Oriental belongs to the group of small-leaved aromatic 
tobaccos. Production of oriental tobaccos is very expensive because as little as 1 ton is obtained 
from one hectare, but the demand for this tobacco exists. The areas under Burley record a decrease 
as well as those under Oriental, while Virginia takes the leading position owing primarily to 
investments by farmers in dryers (EUR 8.000-15.000 per dryer), which make this production profitable. 

Investments in tobacco production are large and divided into long-term (dryers, planters, sprayers, 
foil greenhouses and other) and short-term - annual (seed, seedling protectors, foil, substrate, energy 
raw materials and other). Total investments in tobacco production per hectare range from EUR 3,000 
to 5,000, not including energy raw materials (gas, electricity, diesel fuel and coal), whose price 
increase significantly increases the production costs. The majority of Virginia producers have dryers 
as a basic operating equipment, because this type of tobacco is dried solely in dryers.  

Three of the four domestic cigarette producers are a part of multinational companies conducting 
integral production of raw tobacco and purchase of processed tobacco at the company-wide 
level, so they are often more interested in importing tobacco than producing or purchasing it in 
Serbia. Monus, the Tobacco Industry Niš (Philip Morris) and JTI from Senta are interested in tobacco 
production in Serbia, while the Tobacco Industry Vranje (British American Tobacco) does not invest 
in tobacco production or purchase in our country as it is completely import-oriented.  

Trends in area, yield and production of tobacco Total tobacco production in the last 25 years 



  

Area - ha  / Production - t / Yield - t/ha / Linear (Area - ha) / Linear (Production - t) / Linear (Yield 
t/ha) 

By the privatisation, the multinational companies actually bought the market, because they are the 
largest importers of cigarettes. These companies have plants in other countries from which cigarettes 
are imported, such as the USA, Indonesia, Romania, Russia...  

In the last few years, the quality and price of Serbian tobacco has been disputed. There are 
tobaccos that are imported and that cannot be produced in Serbia; these are special aromatic 
tobaccos from South America and Africa. Each cigarette has its own production formula that is a 
protected trade secret. Domestic tobacco is mainly used for the production of domestic brands that 
are produced after privatisation, as well, by the leading multinational companies. Those factories 
that discontinued domestic brand production do not wish to buy domestic tobacco nowadays.  

Multinational companies conduct integral tobacco production from a single centre in the world, so 
they pay for extremely expensive tobacco in some countries and cheaper in others and the price is 
actually determined in that centre.  

Tobacco and cigarettes are a group of products in whose foreign trade Serbia records a constant 
deficit. Thus, in 2007 we imported tobacco and tobacco products worth more than USD 80 million, 
while the exports were USD 30 million. More than 50 % of our exports are directed to the CEFTA region 
and about 20 % of total imports were from the CEFTA Region.  

Total imports of tobacco, cigarettes and tobacco products Total imports of cigarettes and imports destinations 

(million USD) 

  

Total / Tobacco 2401 / Cigarettes 2402 / Products 2403  EU / FTA/CEFTA / Other countries 



According to the current regime of trade among the CEFTA Agreement members, Serbia 
established completely free trade of tobacco, tobacco products and cigarettes with: B&H, 
Montenegro, Macedonia and UNMIK/Kosovo, while it has agreed symmetrical quotas with 
preferential customs duties with Croatia and Moldavia as follows: 25 tons of tobacco (5% customs 
duty) and 25 tons of cigarettes (10 % customs duty) with Croatia, and 450 tons of tobacco (0 
customs duty) and 40 tons of cigarettes (5% customs duty) with Moldavia, while cigarettes are 
traded with Albania at regular, non-preferential customs duty and a 500-ton duty-free quota was 
agreed for tobacco. However, the quota is realised only in imports of cigarettes from Croatia. The 
other quotas are mainly not used. In 2007, we imported 1,600 tons of cigarettes from Croatia and 
exported as little as 60 tons. We posted a deficit of over USD 12 million. In 2006, the deficit was 
somewhat over USD 9 million. At the same time, we also record a cigarette trade deficit with other 
regions and countries as well as with the Russian Federation - USD 5,033,084 (Serbia has an 
asymmetrical trade agreement with Russia, which implies that we import without charging customs 
duty, but when we export, they charge customs duty). 

 

Premium share in price and percentage terms in particular 

types of tobacco  

Share in cigarette sales market  

  

Average share of premium / Virginia purchase price / Burley purchase price / Oriental purchase 
price / Virginia price with premium / Burley price with premium / Oriental price with premium / 
 
- - - - / Tobacco Factory Rovinj / Other companies 
 
 
Support policy  

Total funds spent on tobacco premium and share in the 

agricultural budget.  



The policy of granting premiums to 
tobacco production changed. In 2000 
and 2001, the premium was paid per 
kilogram, in 2002 and 2003 per hectare in 
an equal amount for all quality groups, in 
2004 and 2005 according to class and 
quality again, in 2006 per hectare and in 
2007 and 2008 by class according to 
quality. In economic terms, tobacco 
premiums failed to give the expected 
result in either area increase or production 
increase, although the share of premium in 
the price paid to producers was extremely 
high, as much as 65% in some years (2003) 
or 46% on average for the last five years. The funds allocated from the agricultural budget for 
tobacco premium are over RSD 300 million on average and have a share of about 2% in the total 
agricultural budget. Tobacco is thereby classified in the group of products with the greatest support 
by production value as well as planted area. Tobacco is the only crop for which price premium is 
paid. 

It was to be expected that, after six years of investment, some results may be seen and measured. 
However, the expected results failed to materialise. There was also a decrease in area while the 
production increased slightly.  

            
 Million dinars  /  Share in % 

As of 1 January 2008, the obligation of purchase of domestic processed tobacco by domestic 
processors ceased to apply due to negotiations with the EU and Serbia's accession to the WTO. From 
the EU viewpoint, the obligation was regarded as a discriminatory measure where we, through our 
legislation, obligate the factories where and what to buy. It turned out that the factories are ready 
to buy tobacco even though there is no obligation, which confirms the correctness of the policy 
despite the announcements of catastrophe by tobacco producers that the tobacco production will 
be stopped due to the abolishment of this obligation. There are also similar announcements of 
catastrophe when abolishment of tobacco premium is announced.  

It is necessary to analyse realistically the tobacco production in Serbia and the environment in which 
this production exists today and in which it will be tomorrow. Therefore, a policy based on the 
reduction of the price support (premium) and a transition to investment support that will increase the 
competitiveness of the tobacco production in Serbia in the long term are necessary. The reasons for 
discontinuation of the price support policy are the following:  

• Despite the significant funds allocated so far, the policy failed to give results because the 
areas decreased 

• The EU reduces and abolishes the support to tobacco production as of 2013, so if we wish 
to be competitive and continue the tobacco production it is necessary to increase 
competitiveness, which is achieved by investment support rather than price support  

• Premiums were abolished for all crops except for tobacco, so tobacco is the only crop to 
which price support is paid 

• There are numerous crops that realise a greater value of production per hectare and have 
a more significant contribution to rural development and still do not have premium, 
although they record constant positive trends 

On the other hand, by granting the premium, the government sent signals to producers to invest in 
new production. There was no long-term programme of government policy in this sector, either, 

 



which would indicate the direction in which the support policy would go. Therefore it is necessary to 
introduce gradually a new premium-granting policy that will be based on:  

• Gradual reduction of tobacco subsidies, by area-based payment instead of price-based 
payment, with its complete abolishment after the third year  

• Introduction of investment support in the first year, which will enable tobacco producers to 
increase their competitiveness in production 



 

XIII. Product analysis – sugar  

Sugar production in Serbia has a long tradition of success and failure. To what extent this production 
was profitable or not depended on the environment in which the business was conducted, the 
capability and interest of the government to help the sector and the readiness of producers of sugar 
beet and sugar to adapt to the newly created changes. In the past few years, the sugar sector 
recovered significantly after a decade of poor business during the 1990s. The recovery is easily visible 
because: significant export results were achieved (sugar has been a product with the highest 
exports value of all agricultural food products in the last 5 years), cultivated areas under sugar beet 
increased, sugar consumption in domestic market increased, the prices became relatively stable 
and affordable for consumers, the value of imports decreased, significant profitability was realised 
at the level of sugar beet producers and sugar refineries. This success was achieved primarily owing 
to: obtaining a preferential status for the EU market, successful privatisation of sugar refineries, 
investments at the level of sugar beet production as well as at the level of sugar refineries, the ability 
to adapt to newly created business conditions by employees in the sector as well as the policy 
implemented in the previous period, which protected the sector adequately but, at the same time, 
enabled sufficient competition.  
However, nowadays the environment gradually changes and a new policy is necessary, which 
would enable a continuation of these positive trends in the sugar production and enable Serbia to 
be on the map of sugar producers after its accession to the EU as well. The basis of this new policy 
should be:  

• An increase in investments along the entire supply chain  
• Understanding of trends and problems in the sector and provision of support to the sector 

by relevant stakeholders (the government, companies, merchants and farmers) based on 
long-term interest  

• Successful negotiation within the WTO and EU  
• Subordination of short-term interests to long-term strategy  
• Establishment of long-term partner relations between sugar beet producers and sugar 

refineries  

Of course, the new policy may, but does not have to, be implemented, and it is therefore essential 
to know what will happen in both cases. As a starting basis, it is necessary to consider the policy of 
inactivity and try to foresee what will happen in this case. Probable consequences in the 2009 - 2011 
period if nothing is done are the following: 

• Decrease in the area under sugar beet by about 20% 
• Decrease in investments in the sector, which will prevent the competitiveness of the sugar 

sector of Serbia in the EU environment in the long term 
• Shutdown of two to three sugar refineries and loss of about 250 jobs  
• Loss of transport companies of about EUR 4.5 million per year due to a decrease in the 

needs for transport of sugar beet and transport of sugar 
• Loss in the total value of production of about EUR 65 million per year  
• Loss at the producer level due to a failure to use the already purchased harvesters of 

about EUR 6 million (about 20 harvesters will not need to operate) 
• Decrease in production by about 25%, which will cause getting a lower production quota 

after accession to the EU  
• Increase in imports by the total value of decrease in production  
• Decrease in exports and problems with the realisation of export quota  

The European Union, which has recently faced similar problems, realised that it is necessary to carry 
out reforms in the sugar production sector in order to adjust sugar prices to the world market. 



Regarding this, the EU allocated around EUR 6 billion to the implementation of the reforms, by which 
the losses of the parties suffering damage due to the implementation of such policy will be 
compensated. The money is also intended for supporting investments in the sugar sector. Serbia 
cannot afford such approach because it is not rich enough to base its policy on compensations, but 
it may try to help the sector by means of measures adjusted to domestic capacity and, together 
with sugar beet producers and sugar producers, ensure profitability and competitiveness in the 
sugar production in the 2009 – 2011 period.  

Sugar production and sales  

Serbia is capable of producing significantly higher quantities of sugar than it does today; however, it 
is not capable of selling them at a price that would ensure profit to everyone along the supply 
chain. Due to the preferential quota for exports to the EU market, the formula for sugar production is 
as follows: 

Total production = domestic consumption + preferential exports to the EU - imports 

In order to increase total consumption and, by that very fact, sugar production as well, it is 
necessary to work on all three aspects affecting it, i.e.: i) increase domestic consumption; ii) reduce 
imports; iii) negotiate a higher preferential quota for exports.  

By reducing imports, domestic consumption can be increased in an efficient manner. Deserving 
special attention are the imports of sugar through tariff item 1702 and particularly the special groups 
within this tariff sub-group, which is classified according to our customs declarations as "invert sugar 
and sugar syrup" because these imports show a strong trend of increase and thereby significantly 
reduce domestic consumption. The MFN customs duty and the customs duty according to the EU on 
the tariff lines from sub-group 1702 are small and are maximum 5% for four tariff lines (invert sugar, 
artificial honey and two lines for caramel) and 3% for other tariff lines. It is obvious that the customs 
duty is inefficient in this case and does not prevent imports, particularly of invert sugar. Almost all 
imports come from the CEFTA countries, primarily Bosnia and Herzegovina (over 90%), while in terms 
of origin imports from the CEFTA countries increase at the expense of imports from the EU.  

Unless Serbia increases its competitiveness in sugar production i.e. reduces the production cost of 
sugar in the pre-accession period it will have significant problems with profitability and after 
accession to the EU it will hardly be able to realise any profit with the planned price of sugar in the 
EU (EUR 404/ton). Therefore, the elimination of the weaknesses along the supply chain and getting 
closer to the production cost that guarantees long-term stability in the production is the priority 
objective of sugar beet producers, sugar refineries and the government.  

There is no basic reason of the lack of competitiveness of sugar production in Serbia, but the reasons 
may be found along the entire supply chain, from input provision to the sales and consumption 
themselves. Exactly for this reason there is no magical solution whose application would eliminate all 
the reasons for  low competitiveness in one or just a few years. Some reasons lie in the general 
environment, agricultural as well as macroeconomic, and some among the participants in the 
supply chain of sugar production. Some shortcomings may be improved easily and in a shorter term 
while some require more action and longer time.  

The production of sugar beet in Serbia has a long tradition but is also characterised by great 
fluctuations in planted area as well as yield. In the last two and a half decades, the areas planted 
with sugar beet ranged from 40,000 hectares to 94,000 hectares. The yield of sugar per hectare also 
exhibited significant variations. During the 1990s it recorded its lowest values (in some years even 
under 3 tons per hectare). In recent years, the yield has improved, reaching the values of about 6 
tons per hectare. 

 
 



Fluctuation of planted area and yield of sugar per hectare in the last 25 years 

 
Sugar beet  ha / Sugar t/ha /  Poly. (Sugar t/ha) 
The producers made a significant investment in the purchase of sugar beet harvesters in the past 
period. More than 60 harvesters were imported in the last few years alone through various types of 
arrangements, individual or via sugar refineries. The estimate is that the total value of these 
investments exceeds EUR 20 million. Therefore, the interest of these producers as well is to have 
active machines, which implies sugar beet sowing in an area of over 50,000 hectares per year.  

What has an impact on the decision of producers whether to sow sugar beet, in addition to the 
price, is the manner of control of dirt and digestion. Sugar refineries often used these measures to 
short-weight beet and increase their profit in such a manner. It is precisely for that reason that the 
price often does not have the decisive impact on sowing but the manner of control when beet 
enters the sugar refinery and the manner of harvest organisation.  

It can be expected that the price and other contract terms will be negotiated much more easily if 
trust is gained, while currently the greatest mistrust is caused by the beet control system at the entry 
to the sugar refinery.  

Dirt in sugar refineries  

  
 Average 
 
 



Sugar beet production is mostly concentrated in Vojvodina. Several municipalities without sugar 

refineries have the largest production, such as Sombor 

and Sremska Mitrovica (See Annex: Production 

distribution). These are the areas that have the tradition 

and in which the large land area of former socially-

owned estates was privatised and now sugar beet is 

mostly produced there. However, there are no sugar 

refineries in their vicinity. It is precisely for that reason that 

one of the major factors of the lack of competitiveness of 

sugar production in Serbia is transport. If we compare the 

areas with the largest sugar production and the main 

locations of sugar refineries it is not surprising that certain 

sugar refineries transport beet over as many as 88 

kilometres on average. This indicates the need for better 

organisation of transport because the share of costs is as 

high as over 8% in the production cost. Many sugar 

refineries are 

not located 

in the areas in which beet is traditionally cultivated, so 

the only way of reducing the costs of sugar beet 

transport would be a more realistic division of the 

territory from which sugar beet is collected. This may be 

achieved primarily by equalising the purchase price, 

thus ensuring that it makes no difference to the beet 

producers to what refinery they will deliver beet or by 

transferring the transport costs to the producers, by 

which they would be motivated to deliver beet at the 

lowest possible costs to the nearest sugar refinery.  

Sugar production during the 2007/2008 season in Serbia 

was conducted in 7 sugar refineries owned by three 

companies. There is no certain leader in the market, nor is there a sugar refinery that stands out by its 

quality and profitability. There are better and worse sugar refineries but not the best in all segments 

important for competitiveness.  

So far, all of the companies operating in Serbia have invested primarily in sugar refineries rather than 

just collecting the profit. It is necessary to continue the investment process. The investment level is 

directly proportional to:  

1. The expectations of owners that the production will be profitable in the future and that the 

investments will lead to profit increase 

2. The level of profit realised from sugar production 

Support policy 

Sugar production has been a main factor of development and exports in recent years but that due 

to current trends in the market the sector must be supported in order to continue do contribute to 

the general wealth of Serbia; therefore, the sector needs a support policy that will enable a 

continuation of these positive trends and will be based on:  

Sugar beet digestion 

 
Distribution of sugar refineries and locations of 

sugar beet production 

 



1. Support to system measures that do not require money but an efficient administration, such 

as: 

• Reduction of illegal imports under tariff line 1702 from Bosnia and Herzegovina as well 

as illegal crystal sugar from Montenegro  

• Improvement of seed quality 

• Improvement of control upon purchase  

2. Support to the sector in negotiation processes  

• Appreciating the needs of the sector in negotiations within the WTO  

• Opening new negotiations with the EU in the pre-accession period 

• Negotiate successfully after opening the accession negotiations with the EU  

• Talk with the neighbouring countries regarding the compliance with the rules 

accepted by signing the CEFTA Agreement  

3. Support through investment support 

• Sugar beet producers in the purchase of machinery and irrigation systems that will 

contribute to competitiveness increase 

• Sugar refineries in investments that should lead to the production cost reduction and 

resolution of the issues of energy efficiency and environmental protection 

• Opening a credit line for sugar refineries and sugar beet producers through the IPARD 

Fund 

4. Direct support  

• Provision of support per hectare or upon purchase to all producers, by which a clear 

signal would be sent to the producers and sugar refineries that the government 

believes in the future profitability of the sector, whereby long-term investments would 

be encouraged  



 

XIII. Product analysis – brandies  

Serbia is one of few countries with favourable natural conditions in a relatively small area for the 
cultivation and development of all continental fruit crops and a centuries-old tradition of brandy 
production by which we are recognisable in Europe.  

The significance of this sector is reflected in the fact that the brandy production is widespread, a 
large number of producers depend on this production, there is demand for these brandies as quality 
alcoholic drinks beyond the borders of the country, they contribute to the budget income as excise 
duty products and, also, this sector has prospects for further development as well as exports.  

Considering the available prospects for further development of the brandy production, which 
simultaneously presents a great exports potential and taking into account that so far no adequate 
attention has been paid to this sector, nor has an adequate agricultural policy been conducted, this 
sector requires radical reconstruction and reforms in order to become as competitive in the world 
market as possible and cause an increase in the income of producers and national gross income.  

The purpose of preparation of the national programme is to find the most optimal way for improving 
the brandy production and trade as well as identify the volume and dynamics of financial support 
to producers, with the aim of consolidating and increasing the production of brandy of consistent 
quality, improving the trade and increasing the exports. 

The objectives include: 

• Adoption of a new law and secondary regulation, 
• Improvement of quality, production and trade, 
• Greater presence of producers in the domestic market, 
• Exports increase. 

The main preconditions for a high, quality and profitable brandy production include the application 
of modern assortment, modern production engineering and technology, production control, 
development of production of brandy with Protected Geographical Indication and quality 
indication, as well as modern market organisation. The mentioned preconditions may only be 
regulated by the adoption of a new law and the right selection of financial support to producers, 
because the change in the traditional structure of production must be supported by investment 
policy, as well as vertical linking of fruit and grape producers and processors by creating 
associations. 

There are 1951 brandy producers that have the Ministry's decision on production approval. Of the 
total number of all registered producers 90% are natural persons and it is assumed that the number 
of unregistered producers is much greater. As few as 11 producers produce brandy with Protected 
Geographical Indication and we have 13 brandies with Protected Geographical Indication. 

The production is largely conducted by natural persons at a very low technological level. The 
technological equipment for fermentation and distillation is several decades old. Large producers 
were not able to follow the technological development and when it comes to small producers the 
majority of them have no necessary equipment, with the production conducted by moving the stills 
from one producer to another. After completing the distillation process, one producer lends the still 
to another producer and so on. As a consequence of this phenomenon, we have poor-quality 
brandy because the distillation is not performed after fermentation completion. The wooden 
containers for aging and maturing are also old in the large majority of producers and there is a lack 
of producers' knowledge about the effect of the cask on the quality of finished product. A large 
number of producers - natural persons have no bottling machines so a large portion of the trade is 
conducted in bulk. The most commonly produced brandy is plum brandy (slivovitz), as the most 



widespread fruit crop. About 75% of produced plums are used for brandy production. The highest-
quality slivovitz is produced in the west part of Serbia of autochthonous plum varieties Požegača 
and Crvena Ranka and recently also of Čačak varieties. It is assumed that the greatest share by 
quantity after the production of slivovitz is that of grape brandy and wine brandy, pear brandy, 
apricot brandy and quince brandy.  

In order to improve the production, the following is necessary:  

• Adoption of a new Law on Brandy and other Alcoholic Drinks and secondary regulation 
that will be the basis for the improvement of production as well as trade. 

• Development of production of brandies with Protected Geographical Indication and 
quality indication 

• Establishment of the Register of Producers.  
• Improvement of quality and quantity. 
• Education of producers. 
• Increasing investments in the purchase of new technological equipment 
• Consolidation of production (formation of commercial associations)  

The natural persons, entrepreneurs and legal entities having this Ministry's Decision on Production 
Approval may engage in the trade. However, many producers, although not having the decision on 
production approval and the right to sell their products, still engage in the trade. Such brandy is of 
untested quality and without paid excise duty and presents unfair competition to registered 
producers.  

The natural persons who have the Ministry's decision on production approval may sell their brandies, 
but there are almost none of these in the shops because excise duty labels are not paid for by 
producers but by the merchant that purchases the products from them, so the shops have no 
interest in paying for that part, the quantities are usually insufficient and cannot cover annual market 
needs. The consequence is that large quantities of brandy are sold in bulk. Therefore, only large 
producers are present in the trade while smaller producers are mostly present in a small number of 
stores and catering establishments.    

Serbia was a large exporter of brandy long time ago, but the exports have decreased significantly in 
recent decades. Considering that we have a large production and high quality brandies and a high 
demand for them, brandies have great export prospects, provided, first of all, large quantities of the 
same quality are produced. The reason for low exports lies in the large number of producers with 
small quantities insufficient for exports.  

Exports have been increasing in recent years, but are still low compared to the quantity produced 
annually in Serbia. Large quantities of the same quality are necessary for exports, but our production 
is segmented and we do not have many producers that have sufficient quantities for exports.  

Based on the data on exports and imports, a slight exports increase is observed while the imports 
vary from 3 to 5 million kg. The most exported products are grape brandy, slivovitz, fruit distillate and, 
in 2006 and 2007, liqueurs as well. The largest quantities of brandy are exported to the neighbouring 
countries, but the brandies are exported to all continents. Slivovitz is under the same tariff number as 
pear, sour cherry and sweet cherry so it is not possible to differentiate between these three brandies; 
however, it is known that the largest share belongs to slivovitz. Quince brandy, which has been 
produced and exported a lot in recent years, does not have its own tariff number and is classified 
under 22 08 90 48 as "other brandies". 

Trade in alcoholic drinks 

Year Exports Imports 
Quantity kg Value USD Quantity kg Value USD 

2002 404 665 1 039 651 5 272 441 10 623 711 
2003 989 000 1 672 000 9 747 000 52 068 000 



2004 1 318 983 2 353 813 4 957 010 13 873 663 
2005 540 930 2 055 552 2 938 505 9 615 785 
2006 1 348 132 5 370 446 4 463 827 15 528 167 
2007 1 552 420 6 342 231 4 590 429 17 868 221 
2008 1 635 864 7 184 662 4 559 824 21 582 124 
   
Actions are therefore necessary that will regulate the trade in brandy and be aimed at:  

• Establishment of an efficient system for illegal trade prevention.  
• Enabling greater presence in the domestic market. 
• Increasing the exports through promotion and export subsidies  

The prices of brandies and other alcoholic drinks very widely, with great fluctuations from one 
producer to another, which depends on the quality as well, so they cannot be presented. The excise 
duty for domestic brandies is RSD 74.30/l while it is higher for grain brandies and ethyl alcohol-based 
alcoholic drinks. The average export price of alcoholic drinks exported is USD 4/l while the average 
price of those imported is USD 3.6/l including all alcoholic drinks. 

Average export price of the most exported products in USD 

Product type 2005 2006 2007 
Grape brandy 3.5 4.21 4.00 
Slivovitz 5.02 5.20 6.33 
Liqueurs 2.70 3.60 3.97 

Average value of whiskey imports in USD, depending on type 

Whiskey type 2005 2006 2007 
Bourbon 7.5 7.5 4.67 
Malt, Scotch 4.05 4.57 4.98 
Blended 5.03 5.88 6.35 
Other 5.65 6.99 10.72 

Support policy 

There was no significant investment in the production of brandies and other alcoholic drinks due to 
which this sector is in an unenviable position, in contrast to other products used for human 
consumption.  

Market measures  

• Export incentives for exports of fruit and grape brandies in the amount of 10%. 

Structural measures 

In addition to financial support to fruit and grape producers treated in the part of the national 
programme relating to fruit and grape and wine, the Ministry started and will continue financial 
support to brandy producers as follows: 

• as of 2007, for the improvement of production of brandy with Protected Geographical 
Indication  

• as of 2008, with incentives in the amount of 15% for the purchase of new technological 
equipment used in brandy production.  

• for the organisation of domestic fairs and presentation of producers at international fairs. 

Credit support  

• Long-term loans for the purchase of new technological equipment used in brandy 
production.  

• Short-term loans for the purchase of raw materials and packing material  



The basic problems in the previous policy of support to this sector are as follows:  

• Obsolescence of legislation, 
• Low awareness of the producers in rural areas about the support measures of the Ministry of 

Agriculture to this sector, 
• Low financial assistance, 
• Inadequate human resources and technical conditions in the Ministry of Agriculture for the 

implementation of all necessary measures of agricultural policy. 

In the 2009 – 2011 period the support will be based on:  

• Preparation and adoption of laws and secondary regulation, 
• Export subsidies for exports of brandies of fruit and grape produced in the territory of the 

Republic of Serbia (10%), which will apply in 2009 as well. 
• Increasing the amount of investment support for the purchase of brandy production 

equipment and devices. 
• Encouraging the production of brandy with Protected Geographical Indication. 
• Protection and production of autochthonous fruit crops and varieties that give top-quality 

brandies. 

  
 


