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Abstract

Serbia is one of the most agrarian European countries, with more than half of territory in rural
areas. However, Serbia deals with one of the highest levels of rural poverty in Europe. For
decades, Serbia failed to address this paradox and to apply integral approach to rural
development. As official candidate for membership in the EU, Serbia will be entitled to use the
financial support for rural development as part of pre-accession assistance intended for the
countries to prepare for joining the Common agricultural policy. The goal of this paper is to find
out what Serbia can learn about the effectiveness of the measures included in pre-accession
assistance program for the accession round of 2004 and 2007. | will identify four measures
included in this program. Those are the following: Investment in agricultural holdings;
Improving the processing and marketing of agricultural and fishery products; Development and
diversification of economic activities; Land improvement and re-parceling. Based on the
previous experiences and having in mind characteristics of agricultural and rural areas in Serbia,
findings show that although every measure will contribute to the rural development in Serbia to
certain extent, measure that should be used largely is Development and diversification of

economic activities.
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Introduction

Rural development is an important part of the economic development and prosperity of one
country. In countries such as Serbia, where the rural areas take up to 85% of the territory and
with 45% of the rural population working in agriculture, it is even more important. However,
decades of poor rural development polices, impact of socialist system, wars, international
isolation, economic hardships have had large influence of poor use of the potentials and
resources. Serbia is currently dealing with difficult situation of low agricultural productivity,
inability to access the market, decreasing rural population and land abandonment. The statistics
show that every fourth village in Serbia is disappearing. Equally important, the ones who stay do
not see their future doing farm activities and their skills and competences are not on sufficient

level in order to start farm business.

Choosing path of European integration, Serbia will be entitled to use the financial support as part
of pre-accession assistance intended for the countries prepare for joining Common agricultural
policy (CAP) of the EU. The funds within IPA (Instrument for pre-accession assistance) and its
rural development component IPARD, are intended for official candidate countries in order to
enter the EU with milder differences between the levels of rural and agricultural development.
Because financial support within this program is limited and therefore need to be used efficiently
and effectively for most vulnerable parts of rural economy, but that should also be profitable and
make an impact on overall progress in rural development. However, this is a very challenging
job. The characteristics of Serbian agricultural land, which includes land fragmentation and

predominance of family farms, makes it more difficult to improve agricultural productivity with
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a single measure. There is a necessity for more integral approach. To do this, the lessons from
the countries that entered the EU during enlargement round in 2004 and 2007 could be valuable

in terms of good and bad experiences with using these funds.

My goal in this paper is to find out what can we learn about the effectiveness of the measures
included in pre-accession assistance program for the accession round of 2004 and 2007,
SAPARD, that were applied in the countries that encountered similar problems to the one we can
find in Serbia. In the paper | will identify four measures included in this program that address
these specific problems. Those are the following measures: Investment in agricultural holdings;
Improving the processing and marketing of agricultural and fishery products; Development and
diversification of economic activities; Land improvement and re-parceling. | will address their
effectiveness using the experiences of the beneficiary counties that have applied these measures
the most. Their experience will help to address the applicability of these measures in the rural

economy of Serbia.
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1.Background

The path of joining the European union that Serbia chose includes serious transformational
processes in terms of agricultural policies. With every accession of the new member states there
are new major disparities within the EU (Carmin, Van Deever, 2005: 135). In order to soften
these disparities when it comes to rural development between the member countries, candidate
countries have to shape their rural development policies according to the policies and practice of
the Common agricultural policy (CAP) established in the EU. Rural development policy of the
CAP includes three main components: strengthening agriculture through structural measures,
modernization and diversification of rural areas as well as protection of the environment and
rural heritage (Stankovic, 2012: 66). CAP supports agricultural sector in Europe and it represents
one of the most important policies of the EU with the largest expenditure share in the budget of
the EU (Fernandez, 2002:1). For transitional countries aiming for a membership in the EU, this
represents a major challenge. How fast and to what extent the reforms will go during the
transitional process, “as well as the projected goal of institutional alignment with the value of the
Union (Acquis communautaire) within the process of joining the Union, has played the
determining role on path and the status of the reforms of the agricultural sectors of the
transitional countries” (Gajic, Lovre, Zekic, n.d., 588). Countries such as Serbia have to face the
problems inherited for the last two decades, which includes the conditions created with the
centralized planning and problems with accommodating to the market economy (Gulan, 2009).
In order to that it is of vital importance to understand mechanisms of implementation of CAP and
effective ways of incorporating CAP in domestic legal, economic and social system (European

movement in Serbia, 2010:64).
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Although in 2012 Serbia became official candidate for membership in European Union, which is
necessary for country in order to use the all components of the pre-accession funds IPA
(Instrument for pre-accession assistance) in order to reach the necessary standards of the
European union member countries, including agriculture, there is much more time before Serbia
will be entitled to use the financial assistance within rural development component of IPA,
IPARD. In the meantime, with the current status on the road to EU integration, Serbia has to
prepare in order to meet the requirements for future financial support from the EU. This
preparation regarding rural development includes three main directions: legislative, institutional
and budget (European movement in Serbia, 2010:67). In terms of agricultural and rural
development, legislative process of meeting the requirements of the EU, implies harmonization
of domestic legislation to the ones in the EU. The body of EU legislation (Acquis
communautaire) consists of more than 27 000 different degree of mandatory regulations,
including regulations, directives, decisions, recommendations and opinions, in agriculture, rural
development, veterinary and sanitary issues and food safety policy (European movement in
Serbia, 2010:86). The challenges within this process are related to the nature of the matter, which
constantly goes through changes within EU (lbid, 67). The institutional process involves making
the legislation into efficient and transparent institutions of support for agricultural with
significant role in future rural development (lbid, 67). The third aspect, the budget and
agricultural support, includes requirement that form and manner of subsidies must follow the
European path. The creation and timely implementation of support measures that are currently
applied in the EU are far higher than the level of support that is now applied in Serbia (Ibid, 67).

The processes of the harmonization of legislation, implementations of institutions and necessary
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support measures that will be in compliance with the EU requirements are difficult, long and
they need constant control and monitoring.

The institutional portion of challenges is followed by equally important, cultural challenges.
Many ambiguities that Serbia’s historical development contains— traditional and modern,
socialist and liberal also reflects in today’s economic culture in Serbia (Kovacs, Zentai,
2012:183). The consequences of the civil war, international isolation, economic hardships and
the rocky road of post socialist transition make compliance with the Western patterns of
organization even more complicated. High level of distrust is one of the experiences of the
previously implemented projects, funded by the Western countries and the negative attitudes
towards them, can contribute to the possible problems of implementing new projects (Ibid, 195).
The other ambiguity is the Serbia’s socialist heritage —the organizational hierarchy —the rule of
passivity, which implies waiting for someone from the outside to set the rules and framework.
On the other hand, however, if the organizational discipline is being imposed from the
organization outside, it is more likely that they will encounter disobedience and anarchy (lbid,
192). As some of the countries in the previous accession rounds went through the similar process
of transition, their experience in dealing with this cultural heritage on the road to EU might be

valuable lesson for Serbia.

Following the accession rounds in 2004 and 2007, 7 million farmers were added to the EU’s
existing population of 6 million. With the enlargement the EU gained nearly 55 million ha of
cultivable agricultural land to existing 130 million hectares. Despite this large increase, the
expansion of productivity was between 10% and 20 % (European Commission, 2012:4). Because
of this fact, it is important to analyze the experiences of these countries from the pre-accession

period, during which they received financial support in form of SAPARD program, to apply
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good and avoid bad experiences in order to increase the productivity and enable rural and

agricultural development.

2. The pre-accession support programs

2.1. SAPARD

The EU pre-accession program SAPARD was created with intention to provide assistance for the
candidate countries’ access to the EU agricultural and rural policies during the accession process.
Special Accession Program for Agriculture and Rural Development (abbreviated as SAPARD)
was founded on the European Council regulation 1268/1999 and is the third in a row EU
financial instrument intended for the ten Central and Eastern European countries (Bulgaria,
Czech, Estonia, Hungary, Lithuania, Latvia, Poland, Romania, Slovenia and Slovakia) aiming to
become a member of European Union during the enlargement round in 2004 and 2007 (European
Commission, n.d.:1). The purpose of the seven year (2000 - 2007) program was to facilitate the
process of becoming a member of EU, but also to for the states to have fewer problems to face
once they access the European Union (Mészaros, n.d.:2). SAPARD offered fifteen measures for
the improvement of agricultural and rural development of the applicant countries that should
help to resolve some of the key problems (Bogdanov, 2007:53) during preparation of the
candidate countries for the participation in the Common Agricultural Policy. This implies
contribution to the implementation of the EU legislation in the sector of agriculture, as well as
contribution to the agriculture and rural development of the countries that benefit from the funds
(European Commission, n.d.:1).

“EU priorities for providing support through SAPARD measures were defined as:
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* Increasing market efficiency;

» Accepting EU quality standards and health security, to facilitate the new members gaining an
equal participation in the unified market, and establishing adequate border control; and

* Support for the creation of new job opportunities in rural areas” (Bogdanov, 2007: 53).
According to the Council regulation, aid under SAPARD had to be given in the form of a
financial support (European Commission, 2002:15), where the budget for each year of the
program is 520 million Euro. The financial aid is allocated according to the criteria such as:
agricultural area, farming population and GDP per capita, and the amount of money received

differed from country to country (lbid, 16).

What differentiated SAPARD from other previous assistance intended for EU candidate
countries is decentralized system of aid management (European Commission, n.d.:1). The
SAPARD agencies were in charge of project selection and management, monitoring finance
allocation and overall control (European Commission, 2002:18). Their accreditation had to be
approved. They consist of a Paying and an Implementing Agency. The Implementing Agency is
in charge for tasks such as checking applications, carrying out control on the spot, issuing
approval for work to start and monitor the progress of projects, while the Paying Agency is in
charge for all financial procedures, including checking payment claims and authorizing payments
(Ibid, 10).

This new approach, decentralized management of aid represents important experience for
beneficiary countries, for future implementation of similar projects regarding rural and

agricultural development (European Commission, n.d.:1).

10
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Countries which had access to these funds chose ways to direct them into the agricultural
property, rural infrastructure and diversification of economic activities, processing and
marketing. Because of the influence of the previous systems in the transitional countries, some of
the measures’ goal was to address specific institutional or organizational problems of those
countries. Aside from that, EU demands from candidate countries within the area of rural
development were much less explicit and rigorous when compared to other areas (Bogdanov,
2007: 54).

In order for states to start benefiting from the fund certain conditions had to be met:

First condition is the Commissions’ approval of the National rural development program
(European Commission, 2002:17). This condition implies requirement for every country’s
authorities to make a seven year national rural development plan starting from 2000, with the
help of relevant organizations and institutions. The plans had to introduce strategy, objectives,
selected priorities and geographical scope (Ibid, 17). National plan for rural development in
every candidate country had a set of priorities in terms of rural development. These were mostly
concerning improving market efficiency, agricultural productivity, quality and health standards,
employment opportunities, environmental protection etc. Based on these plans, approval of 10
programs by European Commission followed negotiation and consultation that aside from
candidate counties and Commission included Member states as well (Ibid, 17). Each program
had to indicate “the priority areas, which SAPARD will address in the individual countries, as
well as setting out a strategy for rural development and an annual estimate of the financial
resources needed for the realization of the program. Each country will opt to concentrate on a

number of measures out of a possible 15...in the Council Regulation 1268/99” (Ibid, 17).

11
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The second condition was negotiation and conclusion of financial agreement. This agreement
included instructions for implementation for each year of duration of the program. Before
providing financial support, Commission observed compliance with the requirements and
establishment of SAPARD agencies in each candidate country (Ibid, 18).

As the third condition in order to receive financial help, agencies had to be approved by EC, after
which they were accredited by National fund (Ibid, 18).

Within the SAPARD program, there were three groups of activities that had the largest
number of planning and approval. First one is concerning investments in rural infrastructure,
which required high participation of local authorities. The second group of activities the
countries used were programs of support of processing and marketing of agricultural products
were used to start entrepreneurship in rural areas of the candidate countries. Third large group of
approved projects was concerning investments in the farms and diversification (Jankovic,

2009:45).

2.2. IPARD

SAPARD, and other similar pre-accession funds were replaced by the European Commission by
a new program, intended for the official and potential candidates for membership in the EU for
the period of 2007-2013. The new program is called Instrument of Pre-accession Assistance
(IPA) (Bogdanov, 2007:54). The availability of the funds depends on whether the country was
official candidate or a potential candidate for membership in the EU. Out of five components that
IPA consists of, only first two components were disposable for the potential candidates, while all

five of them are available to the official candidate countries. The fifth component of the IPA is

12
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support for rural development (IPARD- Instrument for Pre-accession Assistance for Rural
Development) (Ibid, 54). Similar to SAPARD, IPARD was European Commission's respond to
the new challenges posed with the enlargement in agriculture and rural areas in the EU
(Jankovic, Kostic, 2009: 9). This component’ aim is preparing candidate countries for
implementation and managing CAP. Aside from that, through the process of using the fifth
component of IPA, the candidate countries for EU membership are being prepared to use funds
from the European Agricultural Fund for Rural Development (European Agricultural Fund for
Rural Development-EAFRD) in the future (European Commission, 2011:276). The purpose of
this is to contribute with its assistance to the agricultural and rural development of the candidate
countries and facilitate successful implementation of the Acquis communautaire regarding the
CAP. The overall amount of aid is 11468 billion EUR, and in order to receive the aid, the states
need to fulfill two preconditions: the first one is the official candidacy for the EU membership
and the second one is established decentralized system of managing funds (Bogdanov, 2007:55).
The areas of support under IPARD are summarized in three points:

- Enhancing market efficiency and applying the EU standards, which implies: “Investments in
farms to restructure and upgrade to the EU standards; Supporting setting up of producer groups;
Investments in processing and marketing of agriculture and fishery products to; Restructure and
upgrade to the EU standards”.

- Preparation for applying agro-environmental measures, which include: ‘“Preparation to
implement actions designed to improve the environment and the country side; Preparation of
local private-public partnerships to implement local development strategies” (European

Commission/Agricultural and rural development, n.d.).

13
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- The rural economy development, which include: “Improving and developing rural
infrastructure; Development and diversification of rural economic activities; Improvement of

training” (Ibid, n.d.).

In order to access the IPA fund, countries have to fulfill certain preconditions. These pre-
conditions are: 1. Formation of the structures able to define and organize strategies and programs
and to control fulfillment of requirements for countries to start using funds of the IPARD
program (Bogdanov, 2007:58).

2. Improvement of understanding of the current conditions of agricultural and rural areas which
includes “status inventory, estates registry, land register, price statistics, analyses of the most
important sectors” (Ibid, 58).

3. Adoption of the National Rural development plan with support of the civil society
organizations: encouragement of the formation of civil society organizations that deal with the
questions such as rural and agricultural development, environmental protection, productivity of

the local farmers, etc. (Ibid, 58).

The allocation of financial aid is defined in Multi-annual indicative Planning Document and
Agreement that every country has to make with the Commission. There is a requirement for
every beneficiary country to supplement the aid received from the fund with 25% of
participation. IPARD will cover 50% of the users’ investment, while the other 50% will be
covered by users himself. 75% of the part that will be covered by IPARD is provided by the EU,
and 25% is provided by the state candidates (Jankovic, Kostic, 2009:10). The following

principles were used for allocation of financial aid: “the number of agricultural population,

14
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agricultural land, the gross domestic pro-statement expressed in purchasing power parity,
specific territorial problems” (Jankovic, 2009:44).

Before the implementation of the programs starts the countries have to establish institutional
framework - the management and control systems and IPARD operating structure. Similar as in
SAPARD, IPARD operating structure consists of Managing Authority and the IPARD Agency.
The Managing Authority, usually a part of the Ministry of Agriculture is accountable for making
IPARD operational program that includes the choice of measures under IPARD to be supported
in the candidate country. When the country is ready to implement the program, this body is in
charge of monitoring and evaluation of its performance and coordination of information and
publicity, which includes the timely provision of all necessary information to potential
beneficiaries of IPARD funds. The National Fund is in charge of transferring the money that
comes from the EU to the national account and to the IPARD Agency (Leader+ BKK, n.d.).

In preparation for the use of the IPARD program, Serbia established the operating structure - the
Managing Authority and the IPARD Agency. In 2010 the Managing Authority was formally
created as part of Ministry of Agriculture, Forestry and Water Management. With the Law on
Agriculture and Rural Development adopted in 2009, Serbia established the Directorate for
Agrarian Payments (IPARD Agency), as a part of the Ministry of Agriculture, Forestry and
Water Management (lbid, n.d.).

As one of the major challenges for the implementation of the program, the expert from IPARD
paying agency recognizes the lack of capital farmers and companies involved with farm
activities have. The investments they make will firstly be paid by themselves and later they will

be reimbursed from the funds, however, it is not certain that a lot of them will have sufficient

15
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amount of money to make that kind of investment. Reduction of the interest rates from the

current 10% to 5-3% by Ministry of Agriculture would be a good answer to this problem.

3. The characteristics of agriculture and rural areas in Serbia

Rural areas in Serbia are defined as a space whose main physical and geographic characteristics
is land use for agricultural and forestry products. According to this definition, approximately
70% of Serbia’s territory can be classified as a rural area where 43% of the total population lives
(Ministry of Agriculture, Forestry and Water Management, 2009:2). According to OECD
definition, rural areas in Serbia make up for 85% of its territory and 55% of its population and
they make up for 41% of the GNP of the country (Bogdanov, 2007:59). Statistics show that the
largest number of rural population in Serbia works in agriculture, up to 45%, which makes her
one of the most agrarian European countries (Monasterolo, Coppola, 2010:538). The main
production capacities in Serbia’s agriculture are coming from the family farms, as around 80% of
the agricultural land, 86% of the cultivable land, was in the possession of the family farms
(Bozic, Muncan, n.d.:226). The small farms with the average size between 2, 42 and 2, 49 ha are
predominate farms in Serbia (Ibid, 224). However, they are showing a decreasing trend, as the
number of family farms has drastically declined in the period between 1991 and 2002, while the
number of non-agricultural farms increased in the same period (lbid, 221). Aside from farms of
small size, characteristic feature the agriculture in Serbia are very fragmented holdings, or
“considerable number of strips of land of various sizes” (Ibid, 225).

The characteristics of Serbian rural areas differ when it comes to the configuration of the land

and the agro-climatic conditions, wealth of natural resources, level of evolvement of extra

16
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agricultural activities, development of rural infrastructure, the demographic characteristics, forms
of farming; access to the market and the employment opportunities (Ibid, 537). However, there
are some general features and trends characteristic for Serbian rural area. These features include
the rise of depopulation since the 90s, lack of infrastructure and facilities, the lack of usage of
different natural resources and potentials (Bogdanov, 2007:32), and lack of diversification of
rural economy which causes poor extra agricultural income. The percentage of unemployed
people in rural areas in Serbia is also very high, up to 21% in 2009. This percentage reflects the
problem of lack of employment opportunities (Ministry of Agriculture, Forestry and Water
Management, 2009:7). Because of this fact, rural population is faced with high levels of poverty,
as nearly one million people in rural areas live below the poverty line with an income of two
dollars a day (Ibid, 7). Around 50% of the rural population does not see engagement in
agriculture in their future, while the ones working only in agriculture, some of which also have
small additional incomes, expect their future earnings only from farming. Those households who
have earnings from other activities to not show willingness to start business related to the
farming. Mainly the sources of income of the households include earnings from farm and non-
farm activities, sale of agricultural products and pension (Bogdanov, 2007:33). As the members
of small rural households do not recognize and use their skills and potential for gaining
additional income, the value of their labor is low-rated. The land they own is a recognized as a
food guarantee, and not many of the households use their land as representing capital, except for
small number of households that are earning income from sale of agricultural products (Ibid: 32).
As consequence of this, Serbia is troubled with the increasing trend of land abandonment.
According to the recent findings, out of 5 million ha of cultivable land, every year there is

between 200 000 and 500 000 ha of arable land remains fallow (RTS, 2012).The problem of

17
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uncultivated part of the agricultural land is a phenomenon typical for Western Balkan countries,
especially for Serbia, where nearly 20% of land is not cultivated. Mizik (2010) finds that the
reasons for this “are numerous, varying from the presence of land mines to intensive outward
migration” (Mizik, 2010:48). Because of the trend of decreasing population of rural areas and
land abandonment, statistics show that every fourth village is disappearing and across the
country, there are around 40 thousand abandoned houses. Currently, there are 4, 800 villages
with the average age in the largest number of them around sixty years (Antevski, Petrovic, Vesic,
2012:244).

There are many reasons for this. One of the main identified problems is the fact that rural
population is not satisfied with the quality of life in rural and agricultural areas. When it comes
to future perspectives of the households there is a lot of pessimism among rural population. This
pessimism is caused by the largest negative profitability of agricultural production,
unemployment and lack of competitiveness of the rural population in the labor market, the lack
of perspective in those villages where the unfavorable age structure, and the lack of necessary
social services and facilities (Milic, 2011: 70). The quality of the workforce, and the insufficient
skills and knowledge of rural work force for market requirements and modern technology is one
of the main limitations posed to the development of rural economy (Djekic, Jovanovic,
2009:150).

This data is not optimistic. It is necessary to make a shift from traditional way of working by
using modern equipment and technology and applying policies that will enable exploitation of
existing natural sources and use of potentials.

So far, the agro-budget has been the main source of financial support for the realization of these

aims of national plan for rural development. However, the low amount of financial support for
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rural and agricultural development and financing of on the annual level, with frequent changes
with the selection of the amount directed or the subject of funding seem to be standing in the way
of realization of the main goals in terms of rural development. What characterizes CAP is
funding for a period of seven years. In order to create a stable and attractive business
environment in the agricultural sector it is necessary to establish a long term agricultural plan
(Stankovic, 2012:69). The strategy of rural development in Serbia for 2009-2013 declared the
following as the main goals of agricultural development policy: “a dynamic and competitive
agriculture; production of quality products by using good agricultural practices; providing
sufficient income for family farms and to focus their activities on meeting the needs and
preferences consumer working closely with the food-processing industry” (Ministry of
Agriculture, Forestry and Water Management, 2009:21).

It is clear that in order to improve the current conditions of rural development in Serbia, it
necessary to undertake integral approach to rural development. This includes many measures that
need to be applied. Authors recognize increase of the productivity of agricultural sector as one of
the necessary measures in order to stop the trend of depopulation in rural areas (Stankovic,
2012:70). This might be challenging as in Serbia small farms are predominant and the land
fragmentation is poses limits to ambitions when it comes to increased productivity. In order to
deal with this problem authors suggest procedures of land consolidation and regrouping, because
this measure will result with decreased costs of production and enhanced quantity and quality of
agricultural production (Ibid, 2012:70). In order to address the problem of unemployment of
rural population, lack of utilization of natural resources and potentials, as well as overall
economic standard in rural areas, Strategy for rural development 2009-2013 recognizes

diversification of economic activities particularly important. This includes "diversification and
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development of activities on farm (tourism, beekeeping, medicinal and aromatic herbs,
ornamental plants); local crafts and small enterprises; rural tourism; aquaculture” (Djekic,

Jovanovic, 2009:150).

4. Experience of SAPARD beneficiaries: the four measures

Valuable lessons can be drawn from the experiences of the countries that went through the
same process during the period of preparation for the EU accession. Benefiting from SAPARD
funds the Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia and
Slovenia had to harmonize their laws in accordance with the EU legislation, and shape their
agricultural policies in order to be able to implement the Common Agricultural after the
accession. The new member countries of the EU had to confront similar problems of land
abandonment as consequences of transition process during 1990s (Institute for European
environmental policy, 2004:19). In most of these countries, the process of transition brought
some major changes in the structure of their agriculture which included breakup of collective or
state farms and land privatization which took a lot of time to adjust to. Small farms had to face
with numerous problems such as lack of equipment and restricted access to capital, shortage of
professional advices, technical support and insufficient government support, which was hard to
handle and it made strong impact on economics of the country (Ibid: 21). All of the above
mentioned new member states suffered from more or less same problems in terms of agriculture
and rural area development. The countries had to confront high unemployment, poor living
conditions of the population in rural areas, high land abandonment and decreasing rural

population caused by low incomes of the rural population as well as low diversification of rural
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economy. As SAPARD with its measures addressed these problems, the program was found to
be relevant when it comes to responding to them and improving current conditions of the
countries agriculture (European Commission, 2006 :36). Reports on the effectiveness of
SAPARD ascertained its high benefit in regards to preparing rural policies. The EC reports state
that the projects financed from the program have led to increased employment, better
understanding of the EU legislation, business skills, agricultural methods and overall
improvement of quality of life on local community level (European Commission, 2010:2), while
in terms of diversification, the SAPARD measures weren’t as successful as it was planned (lbid,
3). Interms of improvement of possibilities for a good implementation of CAP goals, SAPARD
had influenced the harmonization of the domestic legislation with the legislation of the EU.
Aside from that, SAPARD contributed to the development of administrative competences of
these countries as well as development of the agricultural and rural development consultancy
sector, which is important in sense of assistance for implementation of new policies and the flow
of information (European Commission, 2006:36).

However, although the positive influence of the program is unquestionable, especially in the
certain sectors, the extent of the overall influence of SAPARD on the rural development remains
limited, mostly because the amount of financial support could not address deep rooted problems
in the beneficiary countries (Ibid, 36).

Having in mind the difficulties of current condition of rural and agricultural area in Serbia, we
can recognize four measures covered by SAPARD that were used by beneficiary countries,
which experiences with implementation of these measures could be used as lessons for Serbia.

Those are the following measures: Investment in agricultural holdings; Improving the processing

21
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and marketing of agricultural and fishery products; Development and diversification of economic

activities and Land improvement and re-parceling.

4.1. Investment in agricultural holdings

Within SAPARD program in all of the new member states, one of the dominant measures was
Investment in agricultural holdings. It is a second important measure, with cumulative value of
797 million EUR, which represents 22% of total contribution of the EU. For the following
countries: Lithuania (47%), Estonia (43%), Bulgaria (31%) and the Czech Republic (28%), this
was the largest measure used. The importance of this measure was in its goal to increase the
efficiency and competitiveness of agricultural holdings through modernization of agriculture
which includes improvement of agriculture equipment and assets, the quality of the products and
diversification of farm activities (European Commission, 2000:23). Investments have been used
for construction or reconstruction of farm buildings, buying of new agricultural machinery and
equipment, facilities for treatment of animal waste, storage facilities, facilities for milk and meat
processing (Ibid, 24). The main goal of these investments in farms was to increase the incomes
of the farming activities and to improve the living and working conditions of the rural
population, with better use of human resources (European Commission, 2003:14). Restructuring
and modernization of agricultural holdings would eventually lead to rise of earnings of people
who are involved in rural and agricultural activities which will improve their production and
thus, their living and working conditions, as well as quality of environment (Single programing

document of Lithuania, 2004-2006, 355).

22



CEU eTD Collection

Country that largely used this measure was Lithuania. Here, as in many of the Eastern and
Central and European countries, there was an agricultural reform that was basing on “restoration
of private ownership rights and transition to market economy conditions”, which led to formation
of small agricultural holdings of low competitiveness (Ibid, 247). With the average size of 4, 5
ha, Lithuanian farms are much smaller than the average size of farms in the old member states.
The measure addressed this very specific problem, by creating better conditions for the growth of
farms and their better use, contributing to the higher competitiveness (Ibid, 247). Under this
measure there were 3153 projects approved between 2000 and 2006, with the total amount of
financial support of around 128 million EUR (Ministry of Agriculture Lithuania, 2002: 18). The
total amount SAPARD financial support in the grain sector was 32, 3 million EUR, and it was
used for “376 units of storage facilities, 912 units of agricultural machinery, 203 combines, 294
tractors. In the traditional agricultural production sector there were reconstructed and built 209
new production buildings, creating approximately 2000 new workplaces” (Citizen economic
empowerment commission, 2006:11).

Successful use of this measure can also be drawn from the experience of Bulgaria, which faced
the trend of exit from rural and agriculture areas, as a consequence of high economic growth and
the lack of “commercialization and consolidation of farms” (The European Agricultural Fund for
Rural Development, 2007: 20). Under Investment in agricultural holdings measure within
SAPARD program, Bulgaria until 2005 implemented 1 324 projects with the total value of 322
796 392 EUR. Most of these projects include purchase of machinery, equipment and
technologies and reconstruction of farm premises. More than half of the projects that were
approved include purchase of tractors, combine-harvesters and their equipment (Georgieva et al,

2005:23). The outcomes of the projects seem to be most successful in the “cereals, oil seeds,
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vegetables, flowers” sectors, in which there were 852 approved projects. Less successful sectors
were milk production and livestock breeding sectors, with much less number of applications and
approved projects. The reasons for this are the difficulties of applying the EU standards, which
also had the impact on small farmers, as almost none of them were covered by this program
(Ibid, 23). Overall, the outcomes of support within this measure are proven to have good
influence on improving competitiveness of the new member countries which led to the lower
costs of production, decrease in losses during harvesting and increased yields (Ibid, 23).

In Czech Republic, this measure showed very positive effects when it comes to improved
productivity, as well as quality of agricultural products and enhanced animal welfare. Out of total
number of 573 submitted applications, there were 384 approved projects supported with total
amount of 31, 2 million EUR, out of which 349 were completed, which represents 60% -70% of
program successfulness (Cerna, 2005:19).Within this measure, the projects completed were
regarding to different sectors: livestock welfare (56%), reconstruction of storage capacities for
fruit and vegetables and livestock manure (23%) (Ministry of Agriculture, Czech Republic,
2006:21). The sub-measures within this measure included investments in livestock welfare,
reconstruction of storage capacities for fruit and vegetables and reconstruction of storage
capacities for livestock waste (Ibid, 21). The aim of the first sub-measure was to improve the
welfare of the livestock, by improving the quality of the housing capacity, mostly by
reconstruction. Within this sub-measure the approved projects involved reconstruction of around
400000m2 of the livestock housing facilities (Ibid, 21). The second sub-measure was aiming for
the reconstruction of storage capacities for fruit and vegetables. The number of applicants for the
support within the measure exceeded the initial expectations, because the approved projects

included the reconstruction of storage capacities for around 28 000 tons of fruit which was 162
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% of the initial goal and 50 000 tons of vegetables which was 285 % of the initial aim (Ibid, 22).
The total amount of the financial support for these sub-measures was 6, 5 million EUR (Ibid,
22). The third sub-measure was focused on building and reconstructing capacities for livestock
manure. Out of initially 115-126 planned projects, 97 of them were completed which represents
around 80% of aimed number of projects. With the total amount of financial support of 7, 3
million EUR, finished projects involved around 270 000 m3 “of manure storage facilities and
slurry tanks” (Ibid, 22).

Overall, according to the reports, the implementation of this measure including all of the three
sub-measures was proven to be very efficient and effective (Cerna, 2005: 19). The investments in
projects within this measure led to increased quality of the products, decreased production costs
and job creation and helped the candidate countries in reaching the EU standards in terms of
products quality. However, there are different evaluations of the efficiency of this measure as
some reports say that “the investments were focused rather on a short-term survival of the
primary production in the perspective of the EU membership than on a sustainable increase in
competitiveness” (Ibid, 3).

According to the ex-post evaluation of effectiveness of this SAPARD measure, the investments
led to significant increase - by 28% in Slovakia and 7% in Hungary of the share of quality
products sold (European Commission, 2010:115). Aside from that, the reports show that the
experiences of the new member states were very positive when it comes to investment in modern
equipment. Aside from decrease of manual workload, which could be considered as a downside
of this measure, most of the analysis of the effects of this measure show that it has led to better
working conditions - in Latvia (100%), Hungary (78%), Poland (62%), Slovakia (55%). Overall,

the financial support for modernization of agricultural equipment certainly led to improvement of
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working conditions and productivity and thus to a better compliance with the EU standards (Ibid,

116).

4.2 Improving the processing and marketing of agricultural and fishery

Second important measure, Improving the processing and marketing of agricultural and fishery
products, for which 26% of the Community contribution was intended, or the amount of 945
million EUR (European Commission, 2001:24). The focus of this measure was for countries to
meet the requirements of the EU regarding the quality of meat, milk and fish processing sectors,
in the fields of sanitary and veterinary regulations, animal well-being and environmental
protection (Ministry of Agriculture, Forestry and Food, Republic of Slovenia 2003:24). Although
it was included in SAPARD programs in all ten beneficiary countries, the states that used the
support within this measure the most were Slovenia (40%), Poland (38%), Czech Republic
(25%), Latvia (26%), Bulgaria (24%) (Ibid, 24). However the investments regarding processing
and marketing were proven to have different outcomes in the beneficiary countries. This is
mainly due to their differences when it comes to market conditions or characteristics of their
agricultural industry. Therefore, while in certain countries there is a notable increase in
processing and marketing costs in Estonia, Slovenia and Lithuania, there was a rather decrease
in costs in Latvia, Hungary and Slovakia (European Commission, 2010:117).

In Slovenia, the investments were directed to the purchase of new technological equipment and
adaptation of current immovable property. In 2002, in both meat and milk processing sector,
there were 10 accepted applications, with around 5,5 million EUR amount of funds (Ministry of

Agriculture, Forestry and Food, Republic of Slovenia 2003:24).
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Under this measure of the SAPARD program Improving the processing and marketing of
agricultural and fishery products in Bulgaria, there were 238 approved projects, with provided
financial support in amount of 295 270 106 EUR. The projects were implemented mostly in the
following sectors: meat processing (91 implemented projects), processing of fruit and vegetables
(62 projects), wine production (39 projects) and milk and milk products. This has led to
significant impact on the competitiveness of companies active in these sectors, as around 63% of
beneficiaries have improved the quality of their production actions (in terms of hygiene and
introduction of European quality labels) (Georgieva et al, 2005: 24).

In Latvia, 96 projects in meat, dairy and milling sectors have been approved within this measure,
while interest in fruit, vegetable processing wasn’t as planned, mostly because of low availability
of raw material (Ibid: 160).

A much larger number of approved projects we can find in Czech Republic. A significant
number of 329 projects supported with 36.2 million Euros. Most of the financial support had
been allocated to dairy industry (30%), meat industry (40%), fish processing (10%) and regional
program support (10%) (Ministry of Agriculture, Czech Republic, 2006: 22). Under this
measure, a useful sub-measure Establishment and modernization of technologies had been used
in order to improve competitiveness of agriculture, by modernizing production and processing
technologies. With the total invested money in amount of 34, 6 million EUR, there were 303
implemented projects. The final report shows that the major improvement has been made in
regard of capacities in dairy sector, slaughterhouses, and fish processing facilities, and they

assess the measure as highly effective (I1bid:23).

27



CEU eTD Collection

4.3 Development and diversification of economic activities

In order to address the problem of underdevelopment of the rural communities and trend of
depopulation in these areas the investments were used for the projects under the measure
Development and diversification of economic activities, provision for multiple activities and
alternative income (European Commission, 2001:26). In many beneficiary countries there’ve
been recognized good potential for diversification of rural economy, particularly in rural tourism,
the development of craft activities (Ibid, 26). The investments within this measure amounted up
to 416 million EUR, and the countries that used this measure the most are Latvia with 24% of
provision, Bulgaria and Lithuania, with 6% and 8% (lbid, 26). Countries used the investments to
develop rural tourism, handcraft activities, aquaculture, fish farming, equipment for woodwork
and ceramics, but also for restoration of historically and culturally important facilities and
adaptation of the facilities for business purposes, which was the case in Czech Republic and the
Slovak Republic (Ibid, 26).The reports on the impact of SAPARD are showing that the role of
this measure was very positive in terms of increasing employment in these areas, which was one
of the its long-term goals. This happened mostly in the sector of rural tourism and handcraft
sector. However, even though the significant positive effects are made on the beneficiaries, on
the national level the impact is relatively low (European Commission, 2010:118).

In Bulgaria, the planned effect of investments within this measure was improvement of
utilization of the natural potentials and decrease of unemployment in these areas (European
Commission, Bulgaria 2003:16). The sector “rural tourism” had the largest number of approved

projects, which involved creating the areas more attractive and more suitable for the tourists to
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come and stay for the longer time, which required provision of accommodation for tourists in
those areas (Ibid: 17). According to the final report, the outcome of the measure were increase of
incomes “for the people directly involved with the supported activity but in improved incomes
for other local businesses that produce agricultural goods and foods, products from
craftsmanship, or businesses that provide tourist services and attractions” (Ibid, 17).

The development and diversification of economic activities in Latvia has been realized through
397 projects, mostly in sector of rural tourism, with financial support of around 24 million EUR
(Ministry of Agriculture Republic of Latvia, 2007:4). Although the investments made a
significant impact on the development of rural tourism, which is proven by almost 20% higher
number of tourist visits to these areas after implementation of the projects, the effects of the
measure however were not particularly significant in terms of increase of employment. Also, the
initial plan to make contribution to the activities of small farmers fell through, as most of the
applications came from the big farm owners (Georgieva et al., 2005:161).

Within this measure, much smaller number of projects (147) has been implemented in Czech
Republic with the financial support of 15, 6 million EUR. (Ministry of Agriculture, Czech
Republic, 2006:27). Despite the number of projects, they were highly effective for sustainable
development of rural areas. The investments were used for the reconstruction of the facilities for
development of rural tourism, reconstruction of buildings for the development of crafts and
regional products, then the buildings for the development of basic services, retail areas and
markets, buildings of small and medium-sized enterprises (Ibid, 27). The implementation of this

measure led to significant increase of employment, with the 958 of new jobs created (lIbid, 27).
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4.4 Land improvement and re-parceling

In order to respond to the problem of land management and efficiency of the farms, some of the
beneficiary countries used measure Land improvement and re-parceling (European Commission,
2010:78). This process includes land consolidation which represents “a comprehensive
procedure of a new arrangement of agricultural property (parcels) or their parts in a strictly
limited area” (Kovandova, 2006:3). This measure is used to improve land structures that are not
suitable for farming and to contribute to their appropriate usage, with the status of ownership
remaining unchanged (Ibid, 3). Land consolidation also includes the activities of village renewal,
the activities that should provide suitable land for new homes and workplaces, to improve the
quality of life and working conditions (FAO Land Tenure Studies, 2003:20). In order to assess
the need for land consolidation and rationalization of the parcels, the contribution of the EU was
in total 46 million EUR (European Commission, 2001:27). The goal of this measure was to
contribute to the development of efficient farming and enhance investment in land, by improving
settlement of land (European Commission, 2001:28).The experiences of Czech Republic and
Slovak Republic may be valuable when it comes to successfulness of this measure. In Czech
Republic, the total number of approved projects was 309 with total amount of financial support
of around 28.7 million EUR (Ministry of Agriculture, Czech Republic, 2006:25). In this long and
complicated process, there are many challenges set by EU that the countries have to meet: “the
high number of co-owner shares; the incomplete land register; and the physical inaccessibility of
some plots” (Giovarelli, Bledsoe, 2001: 63). Also, land consolidation can be a good measure to
improve the use of agricultural land, however, if the parcels are too small, as it we could see in

many of the cases in Eastern and Central Europe, it could easily fail to give good results.
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4.5. Assessing the applicability of four measures in Serbia

The measures previously analyzed will be covered by IPARD as well, and they will be available
to Serbia. The main question is to which extent these measures should be used. This certainly
depends on their overall impact on rural economy and development.

The first measure and second measure are proven to be very useful for market oriented farmers
in previous experiences with SAPARD, because the modernization of the equipment and
investments in households affect the agricultural productivity and the income of farmers are
higher which to certain extent affects the overall rural economy. However, it is not certain that
this measure will be useful to small farmers as well. The experience of SAPARD beneficiaries
has shown that the small farmers usually did not benefit from the support within the first measure
as much as it was expected. Although in Lithuania, for instance, this measure proved to be
effective despite the large number of small farms, the average farm in Serbia is even smaller than
the average size of farms in the SAPARD beneficiaries. The case of Bulgaria, where almost none
of the small farmers were covered by the projects within the first measure also doesn’t give much
hope for its positive impact on the small farmers. Farm land holdings in Serbia are, as
mentioned, very small and significant share of labor force is involved in agriculture activities
only for their own needs. This measure will be of much bigger use for market oriented farmers.
However, because share of such farm land holdings is small, it is not certain that it will have
significant impact on overall agricultural development. It is also not certain to what extent will
this measure address problem of land abandonment.

The second measure is very important for Serbia. It is also more useful for farming companies
than for the small farmers, however, this measure represent a necessity in order to meet the EU

standards in terms of quality of processing sectors. The best way of using these measures is to
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focus the investments on the sectors that are more profitable in Serbia, such as dairy, fruits and
vegetables and cereals, and try to get better access to the market with the improved production
and quality of the products. This is very important measure in terms of meeting the EU
requirements, but in terms of creation of the new job opportunities and land abandonment
problem, this measure would probably have limited effect.

The measure that should be used largely in Serbia is Development and diversification of
economic activities. This is one of the most important goals of modern Serbia when it comes to
rural development. Developing activities within rural tourism, handcrafts and traditional crafts is
considered as important and very useful source of income and base for further improvement of
rural economy. Through a wide range of services and activities related to agriculture, the
diversification of the rural economy will bring improvement in terms economic development of
rural areas, rural poverty and land abandonment. Diversification of the economic activities in
Serbia is considered as an alternative for lack of intensive agricultural production, which is a
consequence of land fragmentation (Miljkovic, Bilali, Berjan, 2010: 685). This means that using
investment within this measure can contribute more to the rural development of Serbia then with
the use of the previous two measures. The financial support should help with right using of the
potentials of Serbia for the development of rural tourism, which are gaining on importance and
can lead to revival of the rural areas. However, the lack of basic knowledge about starting farm
or non-farm business is obstacle for using these potentials (Ibid, 687). Improving these skills
through educational programs, training sessions and workshops would be good investment in
addition to financial support of developing rural business conditions for rural tourism. Rural

tourism in recent years gets lots of attention from people from Serbia, but also from many
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tourists. This is because of Serbia’s rich natural resources, beautiful mountains and rivers, but
also entertainments such as music festivals, ethno villages, etc.

In compliance with the IPARD measures, Serbia has completed the National Rural Tourism
Master Plan with different methods of improving conditions for rural development (Djordjevic-
Milosevic, n.d., 5). Out of all measures, it seems that Serbia would make the best use of this one.
When it comes to land consolidation, there are opinions that this measure is of immense
importance for Serbia. It is considered as a suitable way to respond to a trend of depopulation in
Serbia’s villages (Trajkovic, Marosan, Knezevic, 2007:1). So far, after the pilot project of land
consolidation in Velika Mostanica that implied voluntary (based on voluntary agreement
between farmers) (Marosan, Knezevic, Marosan, 2013: 3), land consolidation in Serbia was
applied in more areas in Serbia between 2007 and 2011 with total amount 91.821,00 ha (Ibid, 5).
Although there are many challenges in this area, such as “undefined property affairs” (Djokic,
Marosan, n.d., 63), small parcels and problem of rural population not seeing their future in
farming, the measure still gets a lot of attention from Serbian government. However, in terms of
helping farmers and improving their productivity, it is questionable if this is IPARD measure that
should be used largely. First of all, it is very limited number of the simply voluntary
consolidation that we can expect. Second, two other types recognized by the Land Consolidation
Strategy of the Republic of Serbia, comprehensive compulsory consolidation, which involves
“extensive measures of rural development such as: construction of irrigation systems, prevention
of land erosion, construction of local infrastructure, renewal of cultural and historical values”
(Marosan, Knezevic, Marosan, 2013:3) and consolidation as a part of investment project which
is “part of large infrastructural projects” (Ibid, 3), are measures that seek much more investments

of time and money. Another problem is the size of the parcels. The expert from IPARD agency
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considers that because of the land structure, this measure won’t mean much to the owners of
small parcels. However, there are parts of Serbia, such as VVojvodina, where the land parcels are
somewhat larger and production is more intensive, so applying this measurement in such areas
would make sense and contribute to the improvement of agricultural production.

Aside from the analyzed measures, there are many other polices that the SAPARD
beneficiaries introduced with the help of financial support. Only some of them are the measures
introduced in period of 2003-2005 in Bulgaria for solving the problem of uncultivated land was
the payment for the cultivation of private agricultural land, with the 51 EUR per ha, which
resulted in 24 300 additional ha of agricultural land cultivated in 2003 (OECD Bulgaria, 2007:
9). The outcomes of this measure clearly show that it is an important incentive for people to go
back to, or to start working in agriculture. Also, in Bulgaria “farmers are offered low interest
rates for short term credit, and subsidies for seeds, fertilizers and diesel fuel. There is also a
subsidy for storage of wheat in public warehouses” (Ibid: 9).

On the institutional level, there are also many changes that have to be made. A shift from a top
down system to the bottom up and the increased participation of local authorities, agencies and
beneficiaries is of vital importance for every project to be implemented successful.

Aside from that, the mindset of people need to be addressed as well, mostly in terms the bottom-
up approach, in terms of informing thoroughly about the measures and projects, addressing the
problem of trust of people towards the “foreign aid”, and attempt to introduce a business

approach to the farming more popular.
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5. Conclusion

Serbia is one of the most agrarian European countries, with more than half of territory in rural
areas. Despite of this fact, Serbia deals with one of the highest levels of rural poverty in Europe.
This reflects on the economic development of the whole country. For decades Serbia failed to
address this paradox, due to poor policies, civil wars, international isolation, economic hardships,
long process of transition, etc. Low productivity, land abandonment, low job opportunities,
village disappearing are the most difficult problems Serbia is dealing with. As the official
candidate for EU membership, Serbia will get the opportunity to apply good strategies in order to
address these problems. Now Serbia has a task to use the funds effectively and efficiently and try
to improve overall rural economy. The experiences of the countries that entered the EU in the
enlargement rounds in 2004 and 2007 can contribute in in making this task successful. The
measures countries in previous accession round have largely used are: Investment in agricultural
holdings; Improving the processing and marketing of agricultural and fishery products;
Development and diversification of economic activities; Land improvement and re-parceling.

We can say with certainty that there is no only one approach and only one measure that could
solve the problems of slow rural development and lack of use of agricultural potentials of Serbia.
The integral approach to rural development involves much more than four analyzed measures
which will, each in its own way contribute to certain part of agricultural and rural growth and
progress. All of the four measures will be used by Serbia in the future. All of them will
contribute to the rural prosperity to some extent. However, it is important to use the pre-
accession support as effective as possible, in order set the adequate conditions for future

improvements in these areas. Based on the analysis of features of rural areas and characteristics
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of agricultural land, and the outcome of the four analyzed measures, we can conclude that
Development and diversification of rural activities as an approach to rural development should
be one of the main focus when it comes to investments within IPARD. Serbia has great potential
for development of rural tourism and although in recent years it’s becoming attractive even for
people outside of Serbia, there are a lot more to be used and taken in advantage. This measure
should contribute to the better job opportunities in rural area and more income for rural
population. Therefore, we can expect that this measure will address the problem of depopulation
of rural areas. Although it is hard to predict the effect of the measures before they are applied,
the measures referring to farm activities will certainly help the agricultural development of
Serbia to one extent. With land consolidation applied in the rural area with larger land parcels
will probably result with better productivity in these areas. Investments in agricultural holdings
will certainly to one degree improve quality, amount and speed of production. This will make a
positive influence on the market oriented farmers and agricultural companies. There is a doubt of
success of this measure when it comes to small farmers, and the experience of the SAPARD
beneficiaries does not give much hope. However, there is a necessity for modernized equipment
among small farmers as well, and by acquiring improved machines, they would make a good
investment in their households.

It is not easy to predict successfulness of IPARD measures in the future. What Serbia can do is to
use the lessons from previous countries, and, having in mind specific features of rural and
agricultural land, aim for the investments that will make larger impact on the overall growth in

rural economy.
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