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SERBIAN AGRICULTURAL

COMPETITIVENESS

ABSTRACT. Agricultural sector in Serbia is characterized by low competitiveness, as well as by
domination of small agricultural husbandries of low productivity and production intensity. The
authors of the paper, based on secondary sources, i.e. the analysis of numerous domestic and
foreign documents in the field of agriculture, economic and rural development, provide state
analysis of agricultural sector in Serbia, as well as a proposal of measures for improvement of
this production and development of competitive and attractive rural regions.
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INTRODUCTION

The current extent and structure of
agricultural production in Serbia, its high
extensiveness, oscillatory, low productivity
(resulted from multi-decade disinvestment),
along with inefficient organization of
production - circulations, represent basic
factors which limit the competitiveness
of domestic producers and exporters on
the international market of agro-food
products. Besides, numerous institutional-
infrastructural obstructions and macro-
economic instability  (high  macro-
economic and total risk of the government,
inefficient legislature and judiciary, under
developed financial markets, under
developed physical infrastructure, weak
institutions), have a direct reflection to this
economy field, too.

Development of rural areas substantially
depends on agriculture development and
greater investments in this production.
Simultaneously, the greater investments in
agricultural sector are caused by lower price
of capital, i.e. by favourable macro-economic
and business environment of the country,
as well as a low non-commercial risk of
the country. In that way, all assumptions of
the competitiveness growth of domestic

agriculture and rural areas remain dominantly
on the macro-economic level.

In the paper, the authors will research
the level of agricultural production
competitiveness in Serbia and point out
to further development directions of this
production, of which will depend, to a large
degree, upturn and development of rural
areas and balanced regional development
of the country.

ROLE OF AGRICULTURAL PRODUCTION
IN THE NATIONAL ECONOMY OF THE

REPUBLIC OF SERBIA
The sector of agriculture and rural
development  comprises  agricultural

production, forestry, fishery, food safety,
animal welfare and rural development. This
sector represents an important factor of the
total national economy, from the aspect of
share in gross value added, employment,
and current account of the balance of
payments. This situation is a product of
two basic factors [National priorities for the
international assistance for the period 2014-
2017, with projections up to 2020, p. 2221

a) Slow rate of restructuring in other sectors,
which lead to weak investment activities



and consequentially poor opportunities
for employment in the sectors beyond
agriculture,

b) Availability of rich natural resources for
agricultural production in the Republic of
Serbia.

The following data lead to significance of
agricultural and rural sector for the national
economy.

I. The share of activity “Agriculture, forestry and
fishery’, in gross added value of the Republic
of Serbia in 2011 was amounted 10.5%, and,
together with production of food products,
beverages and tobacco, the agro-food sector
makes 16.0% of gross added value of all
activities in the Republic of Serbia [Statistical
Yearbook of the Republic of Serbia, 2013, pp.
130, 132]. According to data of the World
Bank, the agriculture in Serbia participates
with 9% in gross domestic product (2011),
which is significantly higher than in regard
to developed European countries (Table 1).

Il. According to data of the World Bank
(Table 1), Serbia has been characterized
by high employment in the activity sector
"Agriculture, forestry and fishery”, especially
in regard to high-developed European
countries (Table 1). According to data of the
Labour Survey of the Statistical Office of the
Republic of Serbia [Bulletin 578, 2014, p. 56] in
2013, in employees structure in the Republic
of Serbia, in the activity sector “Agriculture,
forestry and fishery” was employed 21.3%
employees, and in rural areas even 43.9%.
Informal employment in the Republic of
Serbia in the year 2013 was amounted 19.3%
(in rural areas 34.5%), and in the activity
sector "Agriculture, forestry and fishery” in
rural areas, the informal employment was
achieved up to 64.4% [the Labour Survey,
2013, Bulletin 578, pp. 59-60].

lll. Serbia has been realizing a positive
trend in foreign trade exchange of agro-food
products with the world. The export of agro-
food products (group “Food and live animals”)
was increased from 924 million USD in 2005

Table 1. Share of agriculture in gross domestic
product (GDP) and employment in agriculture
in selected European countries

Employment
in agriculture,
% of the total
employment,
20122

Agriculture/
value added,
% of GDP,
2011"

Countries

High-developed economies

Austria 1.5 49
Belgium 0.7 1.2
Czech Republic 23 3.1

Denmark 1.2 26
France 1.8 29
Germany 0.9 1.5
Italy 19 37
The Netherlands 20 25
Norway 1.6 22
Portugal 24 10.5
Slovakia 39 32
Slovenia 25 83
Spain 2.7 44
Sweden 1.8 20
Great Britain 0.7 1.2

Central and East Europe countries

Albania 18.6 42.0
Bosnia & Herzegovina 8.7 20.5
Bulgaria 56 6.4
Croatia 5.1 13.7
Hungary 35 52
Poland 35 126
Romania 74 29.0
Serbia 9.0 21.0
Ex-USSR countries

Armenia 20.7 38.9
Azerbaijan 58 37.7
Byelorussia 99 -

Georgia 9.3 -

Russian Federation 43 -

Ukraine 9.6 17.2

Source: The World Bank, http://data.worldbank.org/
indicator/NV.AGRTOTL.ZS,
http://data.worldbank.org/indicator/SL.AGREMPL.ZS/
countries?display=default, access date 34 May 2014.

T Agriculture encircles crop and livestock production,
forestry, hunting and fishery. For high-developed
countries, Poland and Hungary the data refer to the year
2010, and for France the data is for the year 2009.

2 Data for employment: Albania (2010), Armenia (2011),

the Netherlands (2011).
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Fig. 1. Export of “Food and live animals” from
Serbia in the period 2005-2013.

Source: Calculation of the authors according to data
of the SORS for the corresponding years.
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Fig. 2. Balance of foreign trade exchange in
export of “Food and live animals”
and all sectors, in the period 2009-2013.

Source: Calculation of the authors according
to the SORS data.

to 2.1 milliards USD in 2013, i.e. for 127% (Fig. 1).
Besides, Serbia provides market surpluses
of many agricultural products which are
export-oriented (fruits, cereals, sugar), and
agro-food sector of Serbia has been, in years,
the only sector in the national economy with
surplus in foreign trade exchange (Fig. 2). The
surplus in foreign trade exchange of agro-
food products, in the period 2005-2013, had
ranged from 150 million USD (2005) to 949
million USD (2013).

IV. Rural areas of Serbia occupy 85% of
Serbian territory, 55% of population live in
them and they form 41% of the country’s
GDP [Bogdanov, 2007, p. 31]. Although in
agriculture of Serbia dominate, so called,
small and medium agricultural husbandries
(according to data of the Agricultural Census
in 2012, even 774% of the total number
of agricultural husbandries in Serbia, with
utilised agricultural area, have property to

5 hectares), these husbandries have great
significance on the local commodity market
from food production point of view (self-
sufficiency rate and food safety), as well as
from the resources preservation and rural
environment point of view [see Draft Strategy
of Agriculture and Rural Development of
Serbia in the period 2014-2024, p. 55].

V. The Republic of Serbia has favourable
factorial conditions (good geographic
location of the country, high diversity of
rural areas, high-quality and unpolluted
agricultural land, water resources) for
development of intensive agriculture, as
well as liberalized agricultural products trade
with many countries: surrounding countries
(CEFTA Agreement), possibility of preferential
export for strategic products in the EU, USA,
Russian Federation etc. More on the trade
agreement and foreign trade agreements can
be seen at the internet SIEPA presentation
[http://siepa.gov.rs/sr/index/sporazumi, date
of access 5t April 2014].

EVALUATION OF AGRICULTURAL
COMPETITIVENESS IN THE REPUBLIC
OF SERBIA

Besides all mentioned in the previous item,
the competitiveness of agricultural sector on
domestic and international market has been
extremely high [see Parausi¢ et al, 2013,
pp. 158-171; Parausi¢, Cvijanovi¢, 2014]. In
accordance to research of the group of
authors, the only competitive advantage of
rural areas in the countries of West Balkan, to
which belongs also the Republic of Serbia,
are [Stanti¢, 2011, p. 2]: (1) low labour price
and (2) high quality natural resources.

The most important indicators of Serbian
agricultural sector non-competitiveness are
given below.

I. Low export value of agricultural products
per a hectare of utilised agricultural area in
regard to the EU countries (Table 2, Fig. 3).

Low export results are the result of
unfavourable export structure, low export



Table 2. Export of agricultural products from Serbia and selected EU countries, 2012.

Export of agro Export Export
UAA! 2010 products in the of agricultural of agricultural
! total export products products per ha
of commodities, % in 000 US$ of UAA in 000 US$

The Netherlands 1,872.350 15.7 102,944.900 54,982
Austria 2,878.170 9.5 15,811.705 5,494
[taly 12,856.050 85 42,561.115 3311
France 27,837.290 13.8 78,510.960 2,820
Spain 23,752.690 16.8 49,381.752 2,079
Greece 3,477.900 194 6,882.926 1,979
Serbia 3437423 250 2,838.250 826

T UAA - The utilised agricultural area (UAA) describes the area used for farming. It includes the land categories:

arable land; permanent grassland; permanent crops, and other agricultural land such as kitchen gardens (even if
they only represent small share of the total UAA). The term does not include unused agricultural land, woodland
and land occupied by buildings, farmyards, tracks, ponds, and so on. For Serbia data for 2012. In Greece common

land is excluded.

Source: For UAA data of the Eurostat, http://epp.eurostat.ec.europa.eu, access date 10t May 2014. For agricultural
products data of the WTO statistics database for 2012, http://statwto.org/Home/WSDBHome.aspx?Language=,

access date 10t March 2014.

unit value, impossibility of realizing price
competitiveness on the foreign market,
impossibility of providing sufficient amounts
of commodity for export, as well as providing
continuity in supply of the international
market with products of homogenous
quality. Especially, a great problem is
unfavourable export structure of agro-
food products. Serbia has a small number
of products in the sector “Food and Live
Animals”in which exchange it makes a high
surplus. Those are, primarily, stock market
products: cereals (especially maize), berries
(dominantly frozen raspberry and sour
cherry), refined sugar, and the prices of those
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Fig. 3. Export of agricultural products per ha
of UAA, in 2012, in selected European countries
and Serbia.

Source: Calculation of the authors according to the
data in Table 2.

products are determined by the world food
market, where the price is the only basis for
applying. The unfavourable export structure
(domination of primary products, small share
of manufacturing articles, especially those
based on meat and milk), causes a low unit
and total value of food export. The presented
data (Table 2, Fig. 3) point out to the fact
that deficiency or inappropriate quality of
agricultural area is not a limiting factor for
high competitiveness in the agricultural
sector (the example of the Netherlands),
and vice versa, that the favourable factorial
conditions in the field of agriculture must
not “lead” to high export results and high
competitiveness of agriculture (the example
of Serbia).

Il. Extensiveness (low productivity) of
agriculture is a result of low support from
the agrarian budget and under developed
and unfavourable financial market for
higher investments in modernization and
consolidation of agricultural. The agricultural
investments are of the essential significance
for promoting the agricultural growth,
poverty reduction and preservation of
the environment [The State of food and
agriculture, 2012], and their deficiency
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leads to an extensive agriculture, highly
dependable of climatic factors. Inaccordance
to data on productivity in agriculture for
the selected countries, which are presented
through indicators "Agriculture, added value
per an employee” (Table 3), can be seen that
productivity in the Republic of Serbia, in
the field of agriculture, is far lower in regard
to high-developed European countries, as
well as that lower productivity than Serbia,
in agriculture, have the following countries:
Albania, Azerbaijan and Georgia.

For data on livestock breeding share in the
total agricultural production value: FAO
Statistics, http://faostatfao.org, access date
15t May 2014.

lIl. Low share of livestock production in value
of the total agricultural production. The
livestock breeding has great significance and
multiple roles in valorisation of working and
production potentials in agriculture of every
country. The share of livestock breeding in
value of the total agricultural production
in the Republic of Serbia amounts 34.2%
for the year 2011 (FAO data, Table 3) and
this is significantly lower share in regard to
the selected high-developed countries. The
livestock production of Serbia is characterized
by numerous financial, organizational-market
problems, as well as deficiency of set and
efficient market connections between the
primary agricultural producers, forestallers,
exporters and meat processors, owing to
which this production records a permanent
decline [see more Parausic¢ et al,, 2010].

CONSEQUENCES OF AGRICULTURAL
NON-COMPETITIVENESS OF THE
REPUBLIC OF SERBIA

Deficiency  of  Serbian  agricultural
competitiveness has a series of negative
implications on economic and regional
development of the Republic of Serbia, and
the most important are as follows:

I. Lack of long-term and stable growth of
agricultural production. According to the SORS
data [Statistical Yearbook, 2011, 2013] in 2008,

Table 3. Productivity in agriculture and share
of livestock breeding in value of the total
agricultural production

Agricul- Share
ture, value of livestock
added per breeding in
employee, value of the
permanent | total agricultural
prices 2005 production
Us$, 2012 in %, 20112

High-developed economies
Austria 33,213 584
Belgium 56,515 55.8
Czech Republic 6,680 534
Denmark 31,885 718
France 75178 449
Germany 31,641 62.6
[taly 43,151 352
The Netherlands 60,398 66.6
Norway 65,249 76.5
Portugal 8,906 439
Slovakia 12,735 452
Slovenia 112,484 62.2
Spain 33,681 356
Sweden 38,006 674
Great Britain 28,466 59.8
Central and East Europe countries

Albania 3,630 517
Bosrjia & Herze- 28,183 38.1
govina

Bulgaria 16,101 36.2
Croatia 23,521 375
Hungary 9,964 43.1
Poland 4111 57.2
Romania 9,117 339
Serbia 3,904 342

Ex-USSR countries

Armenia 8,389 415
Azerbaijan 1,085 427
Byelorussia 7,845 498
Georgia 2,512 454
Russian Federation 5,969 50.0
Ukraine 4,375 314

1 Agriculture includes value added of forestry, hunting,
fishery, as well as of crop and livestock production. For
the Slovakian Republic (2010); Slovenia (2010); Hungary
(2010); Poland (2010); Serbia (2009).

2 Gross production value, permanent prices 2004-2006
in million USD.

Source: For data on productivity (Agriculture, value
added per an employee): The World Bank, http://
data.worldbank.org/indicator/EA.PRD.AGRI.KD/
countries?display=default, access date 101 May 2014.




e ——
2008 2009 2010 203,_1 2012
_5 \
-10
=15 .I .
-Growth/decline rates \
20 of agricultural production

Fig. 4. Growth/decline rates of agricultural
production in the Republic of Serbia
in the period 2008-2012.

Source: SORS, Statistical Yearbook 2011,
Statistical Yearbook 2013.

agricultural production has not recorded some
significant increase (base index 2005 = 100),
and in the year 2012 was decreased for almost
17.7% (see Fig. 4).

Il. Regional diversities and rural poverty.
Although in gross domestic product of rural
areas, a dominant share has the activity
"Agriculture, Forestry and Fishery” (the share
of agriculture in GDP of rural areas amounts
around 30%), realized gross domestic
product per capita in these areas (data for
the year 2004), has been lower for one forth
from the national average of the republic
[the National Program of Rural Development
of the Republic of Serbia 2011-2013, p. 9].

Professor Bogdanov [2007] points out that
economic structure of Serbian rural areas has
been highly dependent from the primary
sector (dominate agriculture, food industry,
mining and energy), and still have been
based on depletion of natural resources;
dominates the traditional, mono-functional
and low productive agriculture, while the
rural population represents the poorest socio-
economic category in the Republic of Serbia.

The authors [Mijaci¢, Paunovi¢, 2011,
p. 379] point out to the expressed regional
dissimilarities at all Nomenclature of Territorial
Units for Statistics (NTUS) levels, which are
amongthegreatestin Europe,aswellastodata
that, of 45 under developed municipalities in
Serbia, those 30 had never changed their

level of development in more than 4 decades,
and even the regional disparities had been
accelerated in the period 2001-2010.

According to the Opinion of the European
Economic and Social Committee on Rural
Development and Employment in the
countries of West Balkan in 2011 [Stantic,
2011], some of developmental limitations of
rural areas are: a) under developed physical
infrastructure, b) under developed and
remote infrastructure which provides social
and health care services, education, culture,
sports services, etc, ¢) under developed
labour, capital, agricultural market, d) low
level of entrepreneurship of rural population
and local authorities.

The authors [Zivkoy, et al, 2012, pp. 10, 11]
point out that Serbia is among the most
rural countries in Europe, with unfavourable
parameters for development of rural
areas, especially regarding infrastructure,
education, employment access point of
view. According to those authors, in the
future is possible to improve the condition in
rural areas, only in a way it will realize overall
economic development, which does not
occur where the administration wants it to
be seen, but where the economy wishes to
invest. In accordance to the same source, the
signals sent by agrarian, but also the whole
economic policy in Serbia are so variable,
unstable and erroneous, that even in case
of their change, in the near future, these
policies will not decisively affect to directing
activities of population in rural areas.

Numerous studies in the field of rural
development and life standard [Life Standard
Study, 2008, pp. 146-147; Bogdanov, 2007,
Cveji¢ et al, 2010, pp. 14, 61], point out to
low productivity of agricultural production,
first of all, due to its extensive character,
which lead to low gains and low life standard
of rural population.

Ill.  Migrations and threatening of
demographic structure of rural areas. In the
period from 1991 to 2002, the population in
rural areas of the Republic of Serbia had been

GEOGRAPHY
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decreased for 3.6% in comparison with the
total decline of 1% at the state level [National
Program of Rural Development 2011-2013,
pp. 11, 12]. According to the same source, it
is especially migrations of young population
(especially female population) towards
bigger urban centres, which leads to an
unequalized regional development and
unfavourable age structure of population in
rural areas.

RECOMMENDATIONS FOR
STRENGTHENING THE COMPETITIVENESS
OF AGRICULTURAL SECTOR AND RURAL
REGIONS IN SERBIA

In order that small and medium agricultural
husbandries in Serbia (which dominate in
structure of the total husbandries) would
improve their physical and economic
performances (through ensuring the stable
and high income sources on the husbandry)
and become more competitive on domestic
and foreign market, it is necessary that the
agricultural producers engage more active
on elimination of their numerous internal
limitations in the fields of:

* Education, acquiring new knowledge and
skills, better awareness, etc.

* Development of entrepreneurial and
competitive spirit,

* Better apply of innovation in production
and business, which are not and must not
be always connected to great financial
investments,

* Changes in consciousness and mentality
in directions of a real recognition of:
own mistakes and problems, significance
of investments into products of
higher-processing-phase, as well as
the significance and importance of
introduction of quality standards,
improvement of products quality, etc.

Maybe the most important is raising the
awarenessof agricultural producersregarding
necessity of over viewing own development

in long-term, regarding that mostly, due to a
short term interest, the agricultural producers
neglect the general interests and established
business agreements with a cooperative,
association, etc.

Besides these activities which are in domain
of the agricultural producers, it is important
that husbandries get support of the political
leaders, in form of a stimulating economic
and agrarian policy, developed institutional
capacities of the state, as well as developed
physical, market, financial and innovation
infrastructure in the country.

Below measures of agricultural husbandries
strengthening will be discussed, which have
been under the state’s authority, ie. the
government of the Repubilic of Serbia, and in
accordance to the legal [Law on agriculture
and rural development, Official Gazette of
the Republic of Serbia, No. 41/2009 and
10/2013 - the state law; Law on incentives
in agriculture and rural development,
Official Gazette of the Republic of Serbia,
No. 10/2013] and strategic framework in the
field of agriculture and rural development
in Serbia and the EU in the period after the
year 2014 [Draft of the Agricultural and Rural
Development Strategy for the period 2014-
2024; National priorities for the international
support for the period 2014-2017, with
projections till 2020; The CAP towards 2020:
Meeting the food, natural resources and
territorial challenges of the future, EC 2010;
Regulation (EU) No 1305/2013].

According to Liefert and Swinnen [2002,
p. 28] for improvement of agriculture and
rural areas competitiveness in the field
of transitional countries, the growth of
productivity in agriculture is more significant
factor than the agricultural production
growth, because it only can lead to income
increase in agricultural sector and the
growth of rural population life standard.
Taking it into consideration, aiming to make
conditions for property consolidation and
productivity growth (through modernization
of husbandries, investments in technical-
technological improvement of agricultural



production, processing and sale), it will be
important the state’s support in form of:
a) predictable and stimulating agrarian policy
and b) development of financial market
for attracting the external funding sources:
establishing the efficient credit mechanisms,
adjusted to the specific and long-term needs
for crediting the agricultural producers
(adjustment of terms and conditions for
credit disbursement), development of non-
banking institutions, etc.

Market development: a) of agricultural
products (efficient policy of competition
protection in the field of “grey” economy
and control of some companies dominant
position misuse; development of commercial
inscriptions  market; terminal market;
implementation of intervention repurchase
in case of obvious “mistakes” of the market;
development of cargo terminals and logistics
centres; b) financial market (money and
capital); ) land (change of policy in the field
of land inheritance; land turnover; setting
the efficient system of land management,
etc); d) knowledge (ensuring the efficient
transfer of knowledge, information and
innovations by the agricultural extension
service to agricultural producers). More
on the competition development on the
agricultural market in Serbia can be seen in
[Parausi¢ et al.,, 2010a].

Creating a stimulating business environment
for greater investments in agricultural
production and non-agricultural activities
(through minimizing investment risk), for
employment increase, development of
cooperatives and the sector of small and
medium enterprises and entrepreneurship
(SMEs). Creating the stimulating business
environment implies adjustment of: a) tax
policy (reducing tax and non-fiscal charges);
b) labour legislation, ) trade regulations
and d) generally the measures of economic
and agrarian policy. Anyhow, the attitudes
of the Serbian Association of Employers
[Terms and burdens in the Serbian economy,
2010; Attitudes of employers on business
environment, 2013] point out constantly
on numerous elements of unfavourable

business environment, for the SMEE sector
activities.

Improvement of rural population life
quality and making favourable conditions
for diversification of income and the
rural population activities, which imply:
a) improvement of physical and social
infrastructure in the country, b) creating
the stimulating business environment and
¢) making conditions for overall economic
development (development of industrial
production, service activities). Previously, it
aimed to provide the favourable conditions
for employing the rural population beyond
agriculture (in context of income and
activities diversification), which will be
necessarily in the period to come, with
increase of productivity and decrease of a
number of needed employees in agriculture.

Building administrative capacities (in the
Ministry of Agriculture and the Environment
Protection of the Republic of Serbia and the
Ministry of Finances of the RS) for using
IPARD funds (pre-accession funds of the EU
meant for rural development in the West
Balkan countries), which is also stated in
the EC Report on Serbian progress for the
year 2013 in the field of Agriculture and
Rural Development [EC Report on progress
of Serbia for the year 2013]. Serbia has no
opportunities to use the IPARD funds in
the period 2013 + 3, in regard that it had
no possibility to fulfil the EC administrative
requirements till 2013. In the document
adopted by the Government of the Republic
of Serbia in 2013 [National priorities for the
international support for the period 2014-
2017, with projections till 2020, p. 244] is
stated that the IPARD operational structure
and the IPARD measures are going to be
definedand accredited inthe year2016, while
in 2017 will be signed authorization transfer
for the IPARD funds management. The
group of authors [Zivkov, et al, 2012] point
out that in Serbia, neither is administration
ready to adjust to the EU planning system
and implementation of measures for rural
development, nor the population is qualified
to use the EU funds for rural development
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(insufficiently developed local action groups,
public-private  partnership, insufficient
information of the rural population, etc.).

Development of public institutions (esta-
blishment of the rule of law through the
efficient legislative and juridical power)
which ensures/provides: a) passing necessary
laws and an efficient application of the
laws, b) contracts compliance, the efficient
protection of proprietary rights and an equal
access of all participants to the resources,
commodity market, financial market, )
building trust among agricultural producers/
entrepreneurs, as well as the trust between
civil society and economy and governmental
authorities, institutions, agencies, etc. See
more [Parausi¢, et al.,, 2007].

CONCLUSIONS

Strengthening the domestic agricultural
producers’ competitiveness is a crucial issue
of domestic agriculture. Of this is dependant a
balanced regional development of the country,
development of competitive and attractive
rural regions, possibility of rural population
employment, as well as staying of the rural
population in the country and village survival.

The authors in the paper were analyzed

agricultural production and rural regions in
Serbia and were pointed out to numerous
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