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Executive Summary

This report is prepared within the Project for Sustainable Agriculture and Rural Development in
Mountain Regions (SARD-M), managed by the Food and Agriculture Organisation (FAO) through
UNEP Vienna-Interim Secretariat of the Carpathian Convention (ISCC). Its aim is to provide the
understanding of the strengths and weaknesses of mountain policies, including the social, economic,
environmental, and institutional aspects, in relation to sustainable agriculture and rural development
(SARD) in Serbia. The structure for the analysis is set by the Framework Convention on the
Protection and Sustainable Development of the Carpathians, and in particular the Article 7 dealing
with sustainable agriculture and forestry. Recognizing principles stated in the Convention, this report
aims at providing recommendations and proposals to complement the results of the background
studies already conducted in Carpathian countries, and to define the regional areas of concern for the
attention of different stakeholders.

In its initial chapter the report provides the background information on the Carpathian mountains in
Serbia, particularly drawing from the recent "Study on the adjustment of the territorial designation of
the Carpathian area" prepared by the Geographical Institute of the Serbian Academy of Sciences and
Arts, which redefines and expands the Carpathian zone to 9.7% of the countries territory. A bit more
than half of that territory is agricultural land while almost 40% are under forests. From the strategic
point of view, three distinct factors are influencing the development potentials of the Carpathian region
in Serbia: the highland and mountainous terrain, its partial positioning in the border area and the river
Danube. The agricultural production systems are identified as both traditional and market-oriented, the
first characterized by subsistence production with no specialization, low productivity, decreasing and
aging population, and the second commercially-oriented with field crops or livestock production as
core activities. Depopulation is a huge problem and negative demographic trends and economic
indicators are mutually reinforcing, Economically, it is still considered as one of the underdeveloped
regions in Serbia, with 11.4 % of population under the poverty line (in 2003), and lags behind in share
of total GDP, number of SMEs, etc. This region faces low levels of local and foreign investment, high
unemployment rate caused by the closing of key industries.

The Carpathians in Serbia are the area of significant natural value and diversity and have a complex
set of development issues to deal with. This variety of developmental challenges requires cross-
sectoral and integrated approaches that could consider a range of interests and connect them into
joined strategy.

While it is essential to promote sustainable agriculture and forestry policies, it needs to be combined
with other aspects of economic and social development in the rural areas. This report presents the
integrated rural development as an "entry point" to the analysis, drawing from the Carpathian region
specificities in terms of land use, agricultural production systems, cultural and historical heritage,
ecological diversity, economic and demographic indicators, etc. Chapters two to five use this
perspective for the assessment of the policy and institutional framework for SARD-M.

There is no specific mountain-related policy strategy or document in Serbia, nor any that deals with
rural development in the mountainous areas. Therefore, the policy framework has to be constructed
from the various sectoral policy documents that directly or indirectly refer to rural areas, mountainous
areas or territories with increased vulnerabilities in terms of infrastructure, poverty, environmental
fragility. Several strategic documents that have been prepared and adopted in the recent period in
Serbia are briefly reviewed such as strategies on regional development, tourism development, poverty
reduction, national environmental strategy, agriculture development, forestry, national spatial plan, etc.
Although none are directly covering the issues of sustainable rural development, integrated rural
development or SARD-M, they jointly regulate the overall SARD-M development context. The notion of
rural development is recently receiving more focus in Serbia, however the legal and institutional setup,
which would give more weight to it, is still missing.

Further, the assessment looks into actual institutional setup and makes a stakeholder analysis
reviewing the presence of various actors - national and local governments, civil society, research
institutions, international and regional cooperation - their role and presence at different governance
levels. The decentralization process in Serbia is still in its initial stage, allowing the Ministry of
Agriculture to be in charge of both policymaking and implementation. Almost none of the
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responsibilities in support to SARD-M policies have been transferred to 13 municipalities of the
Carpathian region, while at the same time civil and private sector are too weak for meaningful
advocacy response.

The Carpathian zone in Serbia has not been sufficiently benefiting from the SARD support measures
implemented by the Ministry of Agriculture in the last three years. The overall agriculture and rural
development policy framework and spending have improved significantly, shifting from direct market to
structural support policies. Still, due to several limitations which include lack of information, absence of
support structures and focus on larger farms, the share of the total budget resources that directly
support SARD-M is very low, almost insignificant. Looking from the selected entry point, integrated
rural development, not enough has been done to promote its principles. The support measures
provided to the rural population still target mostly farmers, and larger ones, without explicit recognition
of the multifunctional role of agriculture. Level of decentralization and delegation of policy-making and
policy implementation related to SARD is small.

Programming of rural development measures is done on a yearly basis, with the Ministry of Agriculture
as the lead institution that defines priorities. There is not much public validation of rural development
strategic directions and measures, and these have not been conceptualized nor verified in any of the
public dialogue processes, making them defined in the top-down manner. Fortunately, the reform
which should allow more participatory processes as well as the establishment of the adequate
structures for assuring input is underway. It will improve not only vertical but also horizontal
communication and partnerships, allowing for intersectoral coordination of institutions that should be
involved in the development and implementation of the SARD policies that is currently insufficient and
irregular.

The situation is similar in the Carpathian municipalities, and the process of enhancing rural
development policies/strategies and institutions at the local level, and promotion of a collaborative
culture at the municipality level is not completed. Current structures for defining and monitoring of
policy implementation are weak and lack knowledge of and experience with the market economy. The
reform of the institutions dealing with SARD in the whole country and in mountains areas in particular,
is moving forward.

The majority of the funds spent for financing the implementation of SARD-M policies in the
Carpathians comes from state budgetary funds. Serbia is not yet eligible for IPARD (newly established
mechanism of EU support to rural development) and practically none of the donor funds went to
directly finance rural development (RD) measures. The situation differs a bit when it comes to capacity
building efforts of local municipalities; most efforts deal with general support to strategic planning, or
cross-border cooperation of various natures, but these do not have SARD in their focus. Civil society
involvement is almost exclusively financed from external sources.

The main strengths and weaknesses, opportunities and threats for sustainable agriculture and rural
development in Carpathian zone in Serbia, are listed within the SWOT analysis, while the final section
summarizes the existing situation in terms of sustainable rural development of the mountains regions
in Serbia, with some proposals for improvement.

In brief, the development potentials of the Carpathian region in Serbia are mostly based on rich natural
resources. They include vast deposits of ore and minerals, hydroelectric potentials, significant wood
base, favourable conditions for development of agriculture, good conditions for upgrading of tourism,
valuable historical heritage, etc. The negative demographic trends, coupled with weak local
institutions, undeveloped local infrastructure and inflexible economy base are seen as key limitations.
The region faces low levels of local and foreign investment, a high unemployment rate caused by the
closing of key industries and a lack of economic connections with neighbouring countries Romania
and Bulgaria.

Principles of integrated rural development are recommended as a potential alternative method and
empowering tool to define and implement rural development measures and policies.

For addressing these issues and creating sustainable agriculture and rural development, it was
suggested that it is necessary to adopt the following directions:



Nature resource protection

Multifunctional farming

Protection of the family and maintaining population
Multi-sectoral approach to RD

SARD as instrument for nature conservation

Decentralized and community based development approach.



1. Background information on Serbian and Carpathian agriculture and
rural development

1.1 Background information on the Republic of Serbi a

The transitional reforms of the Republic of Serbia are still in the initial phase, concentrating on
achieving macroeconomic stability, increasing the economic growth rate, introducing structural
changes in the taxing and banking systems, and trade liberalization. The reforms that started in 2001
are lagging behind those of the region of South Eastern Europe, due to partially unresolved political
issues, unfinished democratic consolidation and high potential for social conflicts. Still, the reforms
were highly assessed and seen as significant improvements, with achievements such as stable GDP
growth (5.2% average, 8.4% in 2004), adoption of 350 framework laws for structural reforms in the last
6 years, and advanced privatization and economic restructuring. Moving away from pure economic
indicatorsl, Serbia Human Development (HDI) Index for 2004 was 0.8111 putting it on the 56th place in
the world".

Despite of some improvements, there are still plenty of issues that Serbia has to deal with?:

Low GDP per capita - only 3,525 USD

High poverty incidence (10-20%)

High unemployment rate of 20%

Unfavourable global economic competitiveness (87th position on the global list)
Extreme regional development disparity (1:7 according to the European criteria).

The last of the listed issues, regional development disparities, roughly illustrates the gap between
urban and rural reality in terms of life quality and further, roughly speaking, between capital-intensive
economy of the lowland northern regions and mountainous areas predominant in the East and South
of Serbia.

Serbia’s total surface area is 88,400 km?, with two major geographic areas, the northern province of
Vojvodina, characterized by flat topography, and Central Serbia where practically all Serbian
mountains are located within Rodophian, Dinaric and Carpathian-Balkan massifs. In spite of the vast
territory under mountains, many of the resources as well resource management power - infrastructure,
population, capital, are concentrated far from the mountains regions. Yet, significant development
potentials in terms of agriculture, nature values, biodiversity tourism and recreation are seen as assets
of the highlands, and at the same time as opportunities for overall development of the country.

1.2 The Carpathian Mountains in Serbia

Serbia should be soon progressing towards ratification of the Framework Convention on the Protection
and Sustainable Development of the Carpathians (hereafter Carpathian Convention) since the Law on
the ratification of the Convention has passed the Government and is waiting for its confirmation in the
Parliament. The Carpathian Convention was signed in May 2003 during the Fifth European
Conference of Ministers of Environment in Kyiv. The Ministry for Science and Education, Directorate
for Environmental Protection of Serbia is the focal point for the implementation of the Convention.

According to the data at the signing the Carpathian Convention in 2003, the Carpathian mountain
region constitutes 0.82% of Serbian territory or 732.25 km? >, covering mainly the territory of one of the
Serbia’s National Parks "Djerdap". Considering the immense richness of flora and fauna, geo-diversity
and cultural heritage of the area, the Ministry of Science and Environmental Protection (MSEP) of
Serbia, has initiated a study on the adjustment of the territorial designation of the Carpathian area
(further referred to as the Study), and has entrusted its preparation to the Geographical Institute of the
Serbian Academy of Science and Arts (SASA). Though the Directorate for Environment Protection did
not officially adopt the new Study proposal and did not declare the reviewed designated area of the

! calculated according to the UNDP methodology, ref Government of Serbia, National Regional Development Strategy
2007-2012, p 21.

2 Government. of Serbia, National Strategy of Economic Development 2006-2012.

3 |dentified territory was expressed as 0.35% of the territory of FR Yugoslavia, at that time, published in "Identification of
Carpathian territory of SR Yugoslavia, 2002, Ministry of natural resources and environment protection.
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Carpathians, the findings of the Study will provide a basis for the analysis of the Carpathian region in
Serbia. This is done particularly because the Study reflects the consensus of other scientific
organizations and expert associations working in this region (like the database on biodiversity in the
Carpathian region devised by NGO "Ekolibri Bionet") on the scope of the Carpathian zone.

According to the Study, the Carpathian region in Serbia consists of two zones:

1. Northern Carpathian, or genuine Carpathian zone
2. Southern transition zone, or Carpatho-Balkan zone.

Figures 1 and la: Carpathian region in Serbia, coun

try perspective and closer map
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In total, the Carpathians cover 9.7% of the total territory of Serbia or 8,571.2 km?, with 7.3% of Serbian
territory in the specific Carpathian zone and 2.4% in the Carpathian transition zone or Carpathian-

Balkan massif.’

Highlands and mountains dominate its relief, though there are no peaks higher than 1500m above sea
level (apart from Rtanj Mt. 1,570m, which is in the transition zone).

* Geographical Institute SASA "Dr Jovan Cvijic" (2006).
® ibid 2006.



1.3 Short overview of the agricultural and forestry sector

The Serbian agricultural sector is the second largest contributor to its GDP and the primary economic
sector in rural areas. However, it is facing problems of low productivity, mostly due to low use of
inputs, technologies and small-scale farms. Gross agricultural output is going through significant
seasonal variations, due to high dependence of weather conditions.

Quality of agricultural land in Serbia is variable, with the most fertile flatland region in the northern part
of the country, especially the Autonomous Province of Vojvodina where intensive arable and
horticultural production prevail. Central and Southern Serbia is less fertile and mountainous in parts,
and generally characterized by a mixed cropping system comprising vineyards, orchards, cereals,
forage and animal production. Rolling hills and foothills support fruit and wine production and livestock
breeding. The hills and mountains of Zlatibor, Rudnik, Stara Planina, Kopaonik and Sara are attractive
for developing sheep and cattle production and forestry. Total agricultural land spreads over 5,734,000
ha (0.56 ha per capita), of which 4,867,000 ha are arable land (0.46 ha per capita). Farmland
comprises 70% of the total surface area of Serbia, while 28% is woodland®.

Though there is a steady decline in the contribution of the agricultural sector in GDP, it still remains an
important part of the economy, contributing to over 15% of GDP, including agro-processing. The agro-
processing industry is one of the most important sectors of the economy, constituting 80% of all
agricultural exports. At the same time, agri-food exports account for one of the largest sources of
export earnings — on average about 20% of total exports during 2002 - 2005. Serbia’s main export
commodities are cereals (maize, wheat), raw and processed fruit (frozen raspberries, prunes), refined
sugar and some livestock and meat products, exporting mostly to the EU-25 and its neighbouring
countries (mostly Bosnia and Herzegovina and FYR Macedonia).

Serbia’s agricultural sector is characterized by a dual structure and farms can be categorized as:

"# $% & # #
‘ ( (
Table 1: Structure of agricultural holdings in Serb ia, 2005
Land area Land area Number of Number of Number of
% Cows Cows % farms

pariculture less than 1 ha 4% 1-3 6% 200,000

ouseholds
Small holdings 1-5ha 35% 3-5 41% 400,000
Private farms more then 5 ha 46% more then 10 44% 100,000
Cooperative avg 400 5% 50 1% 510
Combinats avg 700 10% 100 8% 549

Source: MAFWM 2005.

The total forest area is 2,312,900 ha or 26.2% of the total country surface. There is both public and
private ownership over forests, with 56.2% of the total forest area being public forests. The majority of
public forests are managed by Public Enterprise "Srbijasume" and National Parks. The average area
of forest holdings is less than 0.5 hectares.” In most cases, the holdings are of irregular shape, long
and narrow, resulting from the division of holdings among their owners. Private forests tend to contain
timber of poor quality, and are largely unproductive. Due to their small size and low productivity,
owners cannot afford to pay for professional management of their forests. The timber produced is
used mainly for fuelwood. Where the holdings are large, good quality hardwood timber is produced
and used in the manufacture of solid wood furniture.

Overall in Serbia, there are some 280,000 registered farms (MAFWM) and 500,000 private forest
owners holding some five million forest parcels.

® http://www.srbija.sr.gov.yu/pages/article.php?id=93
" UNECE Forestry and Timber Report Serbia and Montenegro.




Agriculture is the largest employer in the economy with 17.3% of total labour force. That share is
expected to decrease with the sector modernization and development of non-agriculture sources of
income in rural areas like services, tourism and small-scale production. With such a big portion of
population economically relying on agriculture, there is significant correlation between the output of the
sector and level of economic wellbeing of rural population.

This is particularly important because poverty is to large extent a rural phenomenon in Serbia. The
presumption that agricultural sector performance is linked to rural poverty, though not confirmed by
solid data due to long research timeframe, is made very probable in recent poverty studies.

The Republic of Serbia has a total agricultural labour force of
1,305,426. According to the latest data, the population engaged in
agricultural production is rapidly aging. The structure of Serbia’s
agricultural labour force is as follows: livestock breeding (43%), field

crop farming (42%), fruit and wine production (12%), other crops (3%).
Source: MAFWM

1.3.1 Land use in the Serbian Carpathian region

Agricultural land in the Carpathian region in Serbia comprises 479,659 ha, which is 9.38% of all
agricultural land in Serbia , or a bit more than half of the total territory of the Carpathian region in
Serbia. Out of this, the agricultural land in the Carpathian is used for the following purposes:

Table 2: Agricultural land use in the Carpathiansi  n Serbia

Agricultural land use in the Carpathian region ha %

Fields 267,018 55.67
Meadows 105,219 21.94
Pastures 75,016 15.64
Orchards 20,212 4.21
Wine yards 11,652 2.43
Fishery 342 0.11

Source: Geographical Institute SASA (2006) Study of geographic expansion of the scope of the
Carpathian Convention application in Serbia

The forests occupy almost 40% of the Carpathian territory in Serbia (see Table 3). Forest vegetation is
diverse and is of outstanding ecological and biodiversity value, particularly in the region of the Djerdap
National Park, where specific climate, soil, complex relief, proximity of the river Danube and variety of
historical factors have facilitated preservation of one of the richest and most complex relict vegetations
in the southeast of Europe. The flora of the Djerdap area forests is exceptionally rich both from the
point of view of taxonomy and ecology.

The rich forest resources bear significant potential for the economic and social development of the
Carpathian region in Serbia. However, their use is currently unsustainable due to poor management
practices, extensive illegal logging often done by tractor in the plains and by skidders and horses in
the mountains. Exploitation of other non-wood forest resources such as forest fruits, snails,
mushrooms, frogs etc. is often beyond control and no environmental impact assessment is carried out
in the harvest areas.



Table 3: Share of surface under forests in the Carp

athian region municipalities

Municipality Surface (ha) Forests (ha) %

1 Golubac 36,800 3,465 9.42
2 Zagubica 76,000 31,694 41.70
3 Kucevo 72,100 34,911 48.42
4 Negotin 108,900 27,530 25.28
5 Bor 85,600 31,804 37.15
6 Kladovo 63,000 28,114 44.63
7 Despotovac 62,300 27,748 44.54
8 Paracin 54,200 17,910 33.04
9 Cuprija 28,700 5,481 19.10
10 Petrovac 65,500 14,326 21.87
11 Majdanpek 93,200 80,592 86.47
12 Zajecar 106,900 28,321 26.49
13 Boljevac 82,700 41,155 49.76

Total 935,900 373,051 39.86

Source: Statistical Office of the Republic of Serbia.

From the strategic point of view, three distinct factors are influencing the development potentials of the
Carpathian region in Serbia:

1) The highland and mountainous terrain
2) Its partial positioning in the border area
3) The river Danube.

The following production systems are distinct in the Carpathian region agricultures:

1. Macro region of traditional agriculture  (characterized by subsistence production with no
specialization, low productivity, decreasing and intense aging of population. (It comprises the
territories of municipalities Bor, Boljevac, Zagubica and Majdanpek);

2. Macro region of market-oriented agriculture  which could be divided in two sub-regions:

a. meso region of commercially-oriented agriculture with low labour investment, high capital
investment, high productivity of land and labour, and dominant field crops . In the future
production strategy, it should be the main producer of cereals and industrial crops as base for
intensive livestock production. (It is mostly concentrated in Eastern parts of the Serbian
Carpathians, also well-known for its vineyards);

b. meso region of the mixed agricultural production , market orientation with dominant
livestock production  (dominant in the mountainous areas, where livestock production
dominates, along with potato, barley, ray and wheat. It is characterized by good agriculture
development potentials, but poor infrastructure which hinders access to the market. More
significant agricultural production in this area would require additional technical and
technological measures as well as infrastructure improvement in order to lessen the isolation of
these areas.

Organic and sustainable agriculture and production of high-quality healthy food have realistic
prospects and should form the future of agriculture in the Carpathian region of Serbia. Such
production should be organized under strictly controlled conditions and applying standards which
would guarantee quality while maintaining the present yield rates. The current extensive and
traditional production offers a chance to obtain healthy products of high quality through adequate
technologies and without causing adverse effects on environment in accordance with the
environmental protection regulations and current conditions of the agro-ecosystem.

8 Geographical Institute SASA (2006) Study of geographic expansion of the scope of the Carpathian Convention
application in Serbia.



1.3.2 Biodiversity value of farmland and forestland threatened by environmental degradation

There are more than 1,100 plant species in Djerdap area’. In the Carpathian forests especiall(}/
significant are Tertiary relict species - ancient species which have survived since the glacial period™,
as well expansive postglacial genera.11 The areas around the Danube River are representing in
particular the habitats for migrating birds and the Iron Gate gorge is used as a passage for migratory
birds. There are more than 170 recorded bird species out of which 120 are nesting. The same
richness counts for mammal populations which, unlike in other parts of the country, includes a
number of large mammal species such as lynx, jackal, brown bear, fox, wolf, chamois, red deer and
otter.

The National Park Djerdap is situated along the international border with Romania and with the
protective buffer area surrounding the Park, it covers slightly more than 10% of the territory of the
Serbian Carpathians (939 out of 8,571.2 kmz). In addition, the Carpathians have 8 special nature
reserves, 17 natural monuments, three areas of cultural and historical significance and two
landscapes of outstanding qualities. Kucajske Mt. with an area of 1,115 km? is envisaged for
protection which would, once approved, significantly increase the area under legal protection.

At the same time, some of the environmentally damaging industries are clustered in the Serbian
Carpathians, posing serious threats to air and water quality, soil and biodiversity. Copper mining and
smelting industry, opencast pits, metal processing (gold) industry, coal mines on several localities in
the region, settlements without waste water treatments and organized dumpsites are some of the
sources.

As the worst example, the area of Bor municipality is considered as one of the environmental hot
spots of the whole country. Air emissions from the Mining and Smelting Company are a major
environmental problem for the region since SO,, arsenic and heavy metals are continuously present in
high concentrations even when the smelter plant does not work at full capacity. Opencast mining
caused severe land and soil degradation in the area and, as a result, it is estimated that approximately
1,300 hectares of fertile land that would otherwise be suitable for farming, is degraded. The regular
discharge and dumping of solid wastes downstream of Bor, particularly at the confluence of the Bor
and Timok rivers, are causing further damages, which results in total affected surface of damaged soil
in Bor estimated at some 25,500 ha, which constitutes 60% of all agricultural soils, and resulting in the
figure of 0.5 ha of damaged soil/capita.12

The following paragraph from LEAP developed for Bor, illustrates the contradicting nature of the
problems and available resources, emphasizing need for improved resource management and
sustainable development in the whole of Serbian Carpathians.

The Municipality of Bor is located in the northeastern part of Serbia. It covers a mostly mountainous
area of 856 km? and has a population density of 67.2 citizens per km®. A hundred years of copper
mining has left polluted air, lifeless rivers, damaged and destroyed agricultural soil, with over 11,000
tons of waste per citizen of the city...The development in the last century was based on a resource
that cannot be restored — copper ore. The usage of renewable natural resources was neglected,
despite the fact that Bor and its surroundings have plenty of such resources to offer - forests, waters,
steam-mineral springs, biodiversity, and unique scenery. Sustainable use of these resources and

development of new economic activities offer an opportunity for economic recovery.
Source: LEAP Bor 2003.

® National Park Djerdap official website. www.npdjerdap.co.yu;

9 Turkish hazel (Corylus Colurna L.) ; Walnut (Juglans Regia L.) ; Bagnut (Staphylea Pinnata L.); Pancic Maple (Acer
Intermedium) ; Lilac (Syringa Vulgaris L.) ; Yew (Taxus Baccata) ; Knee-Holly (Ruscus Hypoglossum L.); Mezereon
(Daphne Laureola L.); Holly (llex Aquifolium L.); Southern Nettle Tree (Celtis Australis L.) etc.

™ Oaks (Quercus); Maple-trees (Acer); Ash-trees (Fraxinus); EIm-trees (Ulmus); Lime-trees (Tilia); Hawthorns
(Crataegus); Hornbeams (Carpinus), etc.

2 LEAP Bor 2004.




1.4 Survey of rural development in the Serbian Carp  athians

From the total population of almost 7.5 million (2002 census) around half of the population lives in
rural areas. The 1991 census indicates that 54.44% of the population lived in urban areas. It is
estimated that only 8% of households earn all their income from agriculture, while households with
some farming income account for 22 % of Serbian total. (World Bank, 2001). There is a general
concern about the proportion of young people moving out of the rural areas and leaving an ageing
population behind. Figures indicate that in rural areas, those over fifty years and especially women are
less educated and functionally non-literate. In the long term, this is likely to have widespread
implications for the rural economy.

In Serbia, poverty is predominantly a rural phenomenon: in 2003, poverty in rural areas was twice as
high compared to urban areas (14.9% comparing to 7.1%).

The preliminary results of the Survey of the Living Standard of the Population (SLSP) shows persisting
poverty and a widening gap between the capital Belgrade and the rest of the country and further
between rural and urban areas. Distribution of poverty is also one of the distinct indications of the
uneven socio-economic development. In the mountain regions of South-Eastern Serbia and Western
Serbia 23.5% and 13.2% of the population are poor, respectively, while in Vojvodina this drops to
7.9% or 4.2% for the Belgrade area. In Eastern Serbia, in the area of the Carpathian Mountains, it is
measured at 11.4 % in 2003, slightly increasing compared to the previous year.™

Having a big concentration of the population around the poverty line requires special attention to be
given to the measures supporting vulnerable groups such as rural population involved in traditional
agriculture, heavily dependent on seasonal weather conditions. They are at risk due to their economic
insecurities and in "agriculturally bad years" they might slip below the poverty line.

At the same time - due to the territorial disadvantages and the predominant positioning in
underdeveloped and infrastructurally poor regions - the risks of these social groups may be further
increased. Taking into consideration the multidimensional nature of the poverty, one has to mention
factors that add to the vulnerability of the population in the rural and particularly mountainous areas
such as: difficult access to basic health and education services, marginalization of villages (a belittling
attitude towards villages), lack of social entertainment, the problem of finding a spouse, etc. This all
contributes to increasing trend of migration from the Serbian mountainous and rural areas.

Some of the most dramatic out-migration tendencies have been noticed on the territory of Eastern
Serbia, where the Carpathian region lies.

1.4.1 Demographic patterns

In the mountain region, depopulation is a huge problem in particular if combined with an aging
population and changes in age structure, as it influences the labour force market, and has a negative
impact on social security and health provisioning systems.

These trends are emphasized in all 13 municipalities of the Carpathian region in Serbia.

The total population of the Carpathian region, according to the 2002 census, is 224,036 inhabitants
and the population density is 35 inhabitants per km?®. There are 171 villages and towns in the Serbian
Carpathians and all municipalities have had a negative net migratio n and a negative annual
population growth rate. The negative trend of the Zajecar district (-10.4%) and the Bor district (-9.8%)
are much deeper than the Serbian average (-2.1%)14.

There are several manifestations of the negative demographic trends:

1. The "one child family planning policy" which is a persistent characteristics of the Eastern
Serbian family.

13 S1LSP for 2002 and 2003.
4 The Government of Republic of Serbia, Strategy for regional development in period 2007-2012 (2007).



2. The aging population - median age in the Carpathians is 42.9 years, almost three years older
than in Serbia as a country. In 29 settlements the population is older than 50 years, while in
villages of Krivi Vir and Tamnic it is over 60 years on average.™

3. The economic emigration to Western Europe.

Having in mind the aging population, this feature is dramatically shaping the social fibre of the
Serbian Carpathians, since it is the young and economically active population that emigrates.
According to the 2002 census, 11% of the total population of the Carpathians have been out of the
country for economic emigration (28,623 persons). This figure is more than two times higher in
comparison with the Serbian average of 5% citizens living and working abroad, and in some
municipalities the statistics are drastic - Petrovac municipality (30% of the total poEuIation in the
territory that lies in the Carpathian zone), Negotin municipality ( 26%) Kucevo (24%)1

4. The growing population concentration in the three r egional urban centres leaves empty
villages : The settlements/villages of the Carpathian region are generally small: having 1,371
inhabitants on average, many with only a few hundreds. Though only 2% of all settlements in the
Carpathian are bigger than 5,000 people (Zajecar, Bor and Majdanpek) they are populated by 47%
of the total Carpathian area population.

Negative demographic trends are conditioned by the negative economic indicators too.
Some of them are™":

In 2005, the employment rate decreased in two districts that cover majority of the territory under the
Carpathian Convention by 7.6% in Zajecar and 5.1% in Bor district municipalities.

Two large districts of the Carpathian region (Zajecar and Bor) have only 1.7% of all enterprises in
Serbia, and an equally small share in the gross income.

The transport infrastructure is poor and the investments are far from needed. The condition is
particularly poor when it comes to roads managed and maintained by municipality funds.

The distribution of enterprises/companies on the territory of Serbia is extremely uneven. Almost
40% of all companies are concentrated in Belgrade.

These trends strongly indicate the that issue of ba lanced and sustainable development of all
Serbian regions and population groups is one of the crucial questions of Serbian transition.
The intention is to reflect this in the selection of the entry point for the SARD-M policy analysis as
opting for a methodology that supports area-based development approach.

1.4.2  Cultural and historical heritage

The long history of human settlements in this area, various ethnic interactions, contacts of different
cultures, the busy route of the Danube and large-scale building projects, - all these factors have
resulted in the exceptional wealth of diverse customs and traditions in the area of Djerdap. The
Neolithic settlement of Lepenski Vir (7000-5000 BC), testimonies of Roman presence in this area
(Tabula Traiana, Diana — Karatas in Djerdap George as well as Felix Romuliana, near Zajecar) the
medieval fortress of Golubacki Grad, represent some of the great cultural and historical heritage that
extends to the more recent imprints of Byzantium, Turkish and Slav settlers. In addition, a number of
Orthodox Christian monasteries and churches all over the Carpathian territory, dating from the 13th-
17th centuries (such as Ravanica, Manasija, Gornjak, etc.) follow the traces to modern times.

Though there are 108 listed cultural and historical heritage monuments of various significance®, there
is lack of systematic recent valorisation and categorization in order to improve management and
protection. The recorded heritage is a valuable potential for tourism and the rural economic
development of the area.

15 ipid.
16 ibid
7 ibid
18 ibid



1.5 Entry point of policy assessment and justificat ion of its choice

1.5.1 Analysis of the Carpathians mountain specific  ities (potentials, diversity, constraints)

The development potentials of the Carpathian region in Serbia are mostly based on great natural
resources. They include vast deposits of ore and minerals, hydroelectric potentials, significant wood
resources, favourable conditions for development of agriculture, good conditions for upgrading of
tourism, valuable historical heritage, etc.

Economically, it is still considered as one of the underdeveloped regions in Serbia, with 11.4 % of
population under the poverty line (in 2003), and lags behind in some economic parameters quite
alarmingly. To illustrate, the two largest districts in the region, Zajecar and Bor, jointly comprise only
1.7% of all enterprises in Serbia, and an equally small share in the total gross income, while the
Carpathian region has 59% of the GDP per capita compared to the Serbian average. This region faces
low levels of local and foreign investment, high unemployment rate caused by the closing of key
industries.

Depopulation is a huge problem in particular if combined with an aging population and changes in age
structure, as it influences the labour force market, and has a negative impact on social security and
health provisioning systems. Negative demographic trends and economic indicators are mutually
reinforcing, due to inadequate human resource base for use of development potentials. Weak local
institutions and insufficient knowledge base, undeveloped local infrastructure and inflexible economy
base are seen as key limitations.

While it hosts the variety of species and has abundant diversity of both flora and fauna, particularly in
the area of the National Park "Djerdap”, at the same time, some of the environmentally damaging
industries are clustered in the area, posing serious threats to air and water quality, soil and
biodiversity. This includes copper mining and smelting industry, opencast pits, metal processing
industry, coalmines on several localities, settlements without wastewater treatments and solid waste
disposal.

To summarize the specificities of the Carpathian region in Serbia, listed here and described in
previous sections, come to:

Abundant natural resources - land, water, biodiversity and geodiversity, as opposed to
environmental black spots of Bor and Majdanpek mines

Mixed character of the agricultural production system

Inflexible economy base (exploitation of unrenewable natural resources such as copper and coal in
Majdanpek and Bor) and capital intensive activities (such as energy complex, chemical industry)
Negative demographic trends as key limitation to the development of the Carpathian region

Weak local institutions and undeveloped local infrastructure.

Significant and largely unused nature development potentials include the Danube as a generator of
hydroelectricity and a European transport corridor, rich raw material base that includes agricultural and
forestland, various minerals and ores, bio and geodiversity, surface and ground waters, geothermal
springs, etc. Agricultural opportunities are seen in various models for development: conventional
labour-intensive agriculture such as vegetable growing, traditional livestock breeding on the
mountainous slopes of the Carpathians, organic farming, agricultural products with indication of
geographic origin, production of medicinal and aromatic herbs and spices that could be both cultivated
or harvested naturally through careful monitoring and management of the environment.

Significant tourism opportunities includes attractive tourist space, accommodation base though not
adequate yet, and partially recognized local tourist centres (National park Djerdap, Gamzigrad Spa,
Resava cave, monasteries Manasija and Ravanica, etc).

Having in mind all listed specifics of the Serbian Carpathian region, as well as its peripheral physical
position, within the national space, there is a strong recommendation™® towards more transregional

19 Geographical Institute SASA (2006) Study of geographic expansion of the scope of the Carpathian Convention
application in Serbia.



integration and creation of transregional development-functional space, that would include the
neighbouring countries. Such an approach is to be taken parallel to the development within the
national boundaries.

1.5.2 Integrated rural development as entry pointf  or assessment of SARD-M

The Carpathians in Serbia are area of significant natural value and diversity and have a complex set of
development issues to deal with. The variety of developmental challenges requires cross-sectoral and
integrated approaches that could consider a range of interests and connect them into joined strategy.
Speaking of rural areas, it is essential to promote sustainable agriculture and forestry policies (as
elaborated in the Article 7 of the Carpathian Convention), as well as to combine other aspects of
economic and social development detailed in the articles of the Convention. Depopulation issue which
is the key development limitation, and emphasized diversification of economic activities in the rural
areas, call for intersectoral coordination and an approach that could endorse entitlements of local
population over development resources.

Principles of integrated rural development could be seen as a potential alternative method and
empowering tool to define and implement rural development measures and policies. This approach
proposes another type of local governance in rural areas, taking aboard integrated rural reality that
recognizes a multi-sectoral approach, based on networking and cooperation. Therefore, the principles
of an integrated and community-based approach as an alternative method to the implementation of all
rural development measures would be used as an analytical framework for the SARD-M policy
assessment.

Justification for the use of this conceptual frame:

1. Considering persistence (and perhaps even deepening ) of the regional disparities in
transitional Serbia, there is a real danger that conventional, centrally managed SARD measures
would further intensify regional differences. The integrated rural development approach (with
LEADER as its operationalisation approach) which takes into consideration natural, geographical,
socio-economic and cultural conditions of the Carpathian zone or other rural areas in Serbia, could
help in designing measures and policies that would target specific groups and mobilize more funds
locally.

2. Integrated RD is an effective tool for building soc ial capital , it combines top-down policy-
making with genuine involvement of farmers, small entrepreneurs, civil society, and could be used
as an effective tool for building social capital and working in partnerships, which contributes to
motivating and developing ownership over socio-economic change. Such an approach might be
beneficial in the conditions of great out-migration, and land abandonment as its consequence,
since it might provide perspectives to a more dynamic part of the population as well as to try to
motivate investments by those working abroad.

3. Integrated and multi-sector actions that would lead to diversification initiatives. The
development process and local development strategies should reflect all aspects of rural life —
economic, social, environmental, cultural, and should include all stakeholders and beneficiaries not
just farmers or foresters. New innovative approaches to rural economic and social diversification
are highly appreciated, bearing in mind the added value they create: employment and income
generation and the entire enhancement of the quality of life of rural citizens. There should be a
wise and well-balanced use of local and external resources — material, natural, human and
financial. The detailed analysis at the beginning of the process is highly welcome in order to identify
all accessible local resources and opportunities, but also those which are necessary to attract from
outside the area.

Successful application of the integrated RD approach depends on the existing capacities of rural
stakeholders to carry the participatory, bottom-up and partnership-based approach towards
development. Knowing that the SARD of the Carpathian region in Serbia is to be based on
multifunctional and diversified activities, integrated RD seems a potential opportunity for reviving the
rural economy while building social cohesion.



Though legal and institutional framework for implementation of the LEADER approach in Serbia is still
non-existent, there is increasing interest, initiative and commitment to set off the integrated approach
to rural development programming and implementation.

Selection of this entry point for the following analysis of the Carpathian region in Serbia has the
intention to encourage government and other stakeholder commitments for its acceptance.



2. SARD-M policies within the country’s policy fram ework

2.1 Policy framework for addressing SARD-M and the Carpathians in Serbia

There is no specific mountain related policy strategy or document in Serbia, nor any that deals with
rural development in the mountainous areas. Therefore, the policy framework has to be constructed
from the various sectoral policy documents that directly or indirectly refer to rural areas, mountainous
areas or territories with increased vulnerabilities in terms of infrastructure, poverty, environmental
fragility. These provide guidelines that to some extent translate into legal and institutional structures,
and in case of recent documents are still verbalized only at a strategic level.

In the following chapter, the main strategic documents that are relevant to analysis of the SARD-M
concept and its implementation in Serbia will be briefly reviewed. The intention is to list the positive
corpus of documents that could set the ground and serve as a basis for mediation of further
development of SARD-M policies.

2.1.1 Sustainable Development as guiding principle

Serbia has started the process of formulating strategic development goals and directions. In the past
few years, several important strategic documents have been adopted as a blueprint for transitional
reforms. However, no strategic development or policy papers related to SARD or SARD-M have been
developed. Spatial approaches to mountain areas, proper understanding of SARD-M and more
importantly the application of SARD strategies are missing. However, the notion of rural development
is recently positioned as inclusive to sustainable agriculture and is therefore receiving more focus.
Various development aspects relevant to the SARD-M have been reflected in other strategic
documents that will be briefly referred to.

Serbia does not have a Strategy for Sustainable Development. On the initiative of the Ministry for
Protection of Natural Resources and Environment, the Government of the Republic of Serbia
established the National Council for Sustainable Development _in 2003, with the aim to coordinate
preparation of the Sustainable Development Strategy Paper. However, work on this strategic paper
lost its consistency, while the Ministry was until recently reduced to the Directorate for Environment
within the Ministry of Science and Environment. UNDP is the lead international agency coordinating
activities of the Council and has currently diminished its activities.

2.1.2 The Poverty Reduction Strategy

At the end of 2003, the Government of the Republic of Serbia adopted the Poverty Reduction
Strategy (PRS) which was the first and the most functional multi-sector programmatic policy
document created by the Republic of Serbia that serves as a basis for developing and integrating new
and existing programmatic documents of various sectors: employment, health, education, environment
etc. The Deputy Prime Minister has assumed the responsibility for coordination and monitoring of the
activities related to PRS implementation.

The strategy emphasizes the multi-dimensional nature of poverty, and includes in its actions and
measures not only those focusing on income generation, but others coming from the human rights
approach, such as employment, adequate housing, access to social welfare, health education and
communal services.

The PRS implementation process successfully coordinates and evaluates the different sectoral
activities, coordinates the efforts to locate rural poverty, and promotes balanced territorial
development in order to decrease the regional inequalities.

2.1.3 The National Environmental Strategy
Policy of environmental protection of the Republic of Serbia has not been adopted yet. The National
Environmental Strategy is elaborated along with the National Environmental Action Plan (NEAP) for

the mid-term period (2007-2016). The programme defines strategic objectives related to environment
protection policies, specific environmental medium (air, water, soil), as well as specific sectors of
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activities (industry, mining, transport, agriculture) and their influence on the environment. The ongoing
policy objectives focus on the improved resource management, extension and modernization of the
environmental infrastructure, and the objectives related to nature conservation and biodiversity.

For certain municipalities (26 currently) Local Environmental Action Plans (LEAPS) are elaborated,
while for others their development is still in process. However, the process of implementation of these
strategic plans is still at an early stage since significant financial resources are required.

2.1.4 The Spatial Plan of the Republic of Serbia

The Spatial Plan of the Republic of Serbia  from 1996 is still in force until the Strategy and schemes
of spatial development of the Republic of Serbia will be adopted, as envisaged by the Law on Planning
and Construction (from 2003, amended in 2006). The Future Strategy of Development of the Republic
of Serbia will set long-term goals of spatial planning and development in accordance with economic,
social, ecological and cultural-historical development, and according to European NUTS standards.

However, until the Strategy is developed, the Spatial plan is still a valid framework and an illustration
of a strategic document that did not translate into applicable policies in due time:

The Spatial plan document outlines the development of rural mountains and highland areas as the
key areas for development protection of land resources, afforestation and various technical
improvements of agricultural land. Regionalization is used as a methodological approach for better
use of production resources in agricultural macro-regions with division to three regions - lowland,
highland and mountainous, as defined by their dominant production systems. Livestock production
is envisaged to be the leading production type in the mountainous areas of the Carpathians, while
other crops, such as high mountain cereals, fruits, medicinal herbs and spices, could be a
supplementary activity with adequate use of agro-technical measures. Rural tourism, forestry and
non-wood forest based products, are proposed as additional income generating activities.

The Spatial plan of Serbia is envisaging application of sustainable development principles, putting
emphasis on balanced economic and social regional development, environmental protection,
decentralization, etc. However, its implementation did not fulfil expectations. Only several regional
planning documents have been developed, as well as plans for managing space in areas of special
designation, national parks, tourist areas, electricity generating compounds etc. At the same time,
many of such areas have been damaged by illegal construction, unplanned infrastructure
development and lack of compliance to existing legal framework.

2.1.5 The Strategy of Regional Development

The newly adopted Strategy of Regional Development  for the period 2007-2012 is the first strategic
development document that focuses on balanced regional development, defining the priorities and
measures for implementation. The Ministry of Public Administration and Local Governance is
coordinating its implementation.

The Strategy makes detailed analysis of the economic, social, infrastructural indicators in Serbia and
its regions on the county level (in Serbia there are 29 districts) illustrating occasional sharp divide
between the development of the capital Belgrade with a few other districts (in Vojvodina) and the rest
of the country. The background for this strategic document is set by severe interregional and
intraregional disparities that hinder development and initiate migration flow. Therefore, Serbia now
consists of vast and strategic spaces which are uninhabited without resource utilization, while at the
same time with a population that tends to concentrate in a few centres. Such polarization produces
negative consequences in the economic, social, environmental and spatial sphere.

The disparities between the municipalities are 1:7 on the district level and 1:15 between the two ends
of the development list of municipalities.

The Strategy takes a multifunctional approach integrating the principles of sustainable development,
increase of regional competitiveness, EU integration, decentralization, reduction of negative
demographic tendencies, and development of regional infrastructure. The agrarian policies are
outlined as one of the key areas for implementations of measures for decreasing regional disparities.



Though differences between lowland and highland agriculture production systems are acknowledged,
no specific strategic directions are outlined for mountain areas, leaving it to the Ministry for Agriculture
that is outlined as the institution in charge of rural development regional policies.

2.1.6  The Tourism Strategy of Serbia

The Tourism Strategy of Serbia is another new strategic paper adopted by the Serbian Government
in 2006 and prepared by the Ministry for Tourism, Trade and Services (currently tourism is within the
Ministry of Economy and Regional Development). It sets down the potentials for the development of
tourism. Among a number of others, two types of tourist offers that could be applicable in SARD-M
context are interesting for this review because of its significant potential to diversiy the rural economy:

Mountain and lake resources
Rural tourism.

The Strategy outlines that mountains and lakes are the strongest potential tourist product, from the
point of view of resources, but are almost non-existent from the point of infrastructure and marketing.
Significant investments in physical infrastructure, training and visibility are necessary in order to attract
tourists to mountain areas in both summer and winter periods.

Rural tourism is another important product of the future tourism of Serbia, as it emphasizes
commitment and orientation towards nature and sustainable tourist development. Though not
sufficiently competitive, its

potentials are evident: rich nature | The territory of Eastern Serbia, that is a Carpathian region is
resources, arable land, significant | an area with untouched natural values, but also an area with
share of rural population, non | strong cultural basis in the form of medieval heritage and
polluted environment, potentials for | antique monuments which make it a future trump card of
the production of organic and | tourism in Serbia. According to the Marketing Strategy for
"healthy food", possibility for | Serbian tourism, the main idea underlying commercialization
complementary activities like horse | and promotion of Eastern Serbia (including the Carpathian
riding, traditional gastronomy etc. | region), is displayed in the slogan:

Its development potentials are "Still untouched, still undiscovered".

emphasized when it comes to

better protection of cultural heritage, nature resources, traditional architecture and way of life, which
are all preconditions for balanced socio-economic development of rural areas.

Apart from the two mentioned niches for tourism development, the "special interests" cluster of
services could have relevance in the Carpathian region. The special interests tourist products include
several particular market niches. It relates to activities that usually take place in unusual, exotic,
remote surroundings or in the wilderness. On such occasions, tourists expect an event involving
(controlled) risk and excitement, or a calm atmosphere, testing primarily the capacities under a defined
activity. The product is based on outdoor activities as well as those focusing on cultural heritage of a
destination. Special interest activities are frequently associated with other tourist products.

Activities that could be envisaged in the Carpathian region (but also in many other mountains regions
in Serbia) are adventure camping, hiking, cycling, river expeditions, 4x4 rides, activities relating to
nature, horse riding, fishing, hunting, etc. as well as more "extreme" sports of canoeing and kayaking,
canyoning, caving, mountain cycling, cross-country skiing, climbing, paragliding, rafting, rock climbing,
jeep safari, etc.

This list of interesting ideas, incorporated in the Tourism Strategy, needs to be fully operationalised
through action plans and incentives to field initiatives, therefore giving support to diversification of rural
economic base. Currently, none of these potentials for specific tourist offer development is even
remotely used.



2.1.7 The Rural Development Programming through the Agricultural Strategy of Serbia

A rural development policy framework is yet not in place, however the existing basis derives from the
Agricultural Strategy of Serbia as a key strategic policy document that sets the agenda for Serbian
agricultural transition reform.

The Agricultural strategy was adopted in 2004 as a blueprint for transition towards a more competitive
and market-driven agricultural sector, which is considered the engine of rural development. Within its
outline, the Agricultural strategy deals with rural development at the conceptual level defining
directions for future development of rural areas, listing possible areas of intervention.

As this report is being finalised, the document "Vision for the Agricultural and Rural Economy of the
Republic of Serbia" has been realised as part of the EU funded project "Support for Rural
Development Programming and Payment System in Serbia" (RDPPS). Along with the the Vision which
is projecting a 2012 scenario of transition towards sustainable agriculture in Serbia, a baseline
analysis is providing an evaluation of the economic, social and environmental conditions prevailing in
the agricultural sector and in the rural areas of Serbia.

It is envisaged that the EAR project will help to develop the Rural Development Programme and the
Rural Development Plan in the year 2007. In the meantime, the objectives set within the Strategy for
agriculture, are applied as the main rationale for rural policymaking and development of rules and
measures for budgetary support.

Leading objectives of the Agricultural Strategy of Serbia are based on several pillars with EU
integration and preparation for the succession to the WTO as the main driving processes:

Developing a sustainable and efficient agricultural sector that can compete on the world market,
contributing to raising national income

Providing foods that meets society’s needs concerning quality and safety

Ensuring support of life standards for people who depend on agriculture and are not in condition to
follow economic reforms with their development

Supporting development of the village

Preserving the environment from the destructive influences of agricultural production.

Within these objectives, the rural support measures are defined according to the social, economic and
environmental rank of objectives, including farm investment and farm structure support, rural
development measures and improvement of product quality.

Rural development objectives that are formulated in the Serbian Agricultural Strategy, are not
comprehensive enough to ensure that all major needs of the agricultural and rural sectors and rural
population are appropriately addressed and accounted for. There is nothing mentioned on integrated
rural development that would take into consideration all aspects of rural reality, nor including the
forestry sector.

2.1.8 The Forestry Development Strategy

The Directorate for Forestry, within the MAFWM, developed the Forestry Development Strategy in
2006, as a framework document that provides guidelines and orientation for forestry policy
development. The strategy emphasizes the need to include forest policy into the rural development
policy, in particular having in mind the principle of multifunctionality of forests and forestry, which
should follow the existing principle of sustainable management and development.

2.1.9 International initiatives and cooperation lin ked to SARD-M

Apart from the Carpathian Framework Convention, which is in the process of ratification, there are
several other international documents relevant for the protection of the Carpathian ecosystems and
diversity such as the Convention on Biological Diversity, the Framework Convention on Climate
Change as well as the Danube and the Ramsar Conventions.



Serbia is included in the umbrella project “Support for the implementation of the Carpathian
Convention in the framework of the Alpine-Carpathian Partnership” carried out by the Regional
Environmental Centre for CEE and EURAC, which resulted in the national assessment of the policy,
legislative and institutional frameworks related to the Carpathian Convention, as well as the
stakeholder meeting which was organized jointly within the activities of ANPED network by local
partner the organization of Young Researchers of Serbia.

The Carpathian region of National Park Djerdap is under initiative to be included in the list of Ramsar
protected areas, giving possibility for another international process for implementation of Carpathian
convention in Serbia.

International projects in the environmental field that Serbia is participating in include::

Project <EMERALD network of Serbia»

Inventory of marshlands and wetlands in Republic of Serbia

EXx situ protection aquatic ecosystems in Serbia

Harmonization of national nomenclature for classifying of habitats with International community
standards

Important plant areas (IPAS)

Important bird areas(IBAs)

Establishment of the Green Belt according to the European Green Belt Project

INTERREG IIIA “Establishment integrate model for sustainable monitoring grounds, planning and
management in order to promote protected areas”.

Transborder cooperation

The area covering the Carpathians in Serbia is not yet deeply involved in setting of transborder euro
regions. Initial attempts are made with the "Danube for the 21* century” euro region which
encompasses the areas of Eastern Serbia with several municipalities in South Western Romania and
the urban region of Vidin (Bulgaria). There is strong activation and mobilization in order to strengthen
the partnerships that have not been institutionalized yet. This initiative is a valuable possibility for
Serbia to mitigate negative effects of the new border barriers established with the Bulgarian and
Romanian accession to the EU, as well as to access funds allocated for the promotion of transregional
cooperation. (Interreg, EU Cross Border Cooperation programmes, etc.)

Though strategic solutions for the development of rural mountainous areas are not explicitly stated, all
of the strategic papers previously mentioned, refer directly or indirectly to the rural areas as territories
with increased vulnerabilities in terms of infrastructure, poverty, environmental fragility, etc. Therefore,
there is a need for increased awareness of the specifics of mountainous regions and the benefits of
the strategic planning frame that should be developed. Next to these strategies, it is the Ministry of
Agriculture which gets the most involved in SARD-M policies on the more operational level, which will
be reviewed in the next section.

2.2 Institutional setup and governance for SARD-M p  olicymaking and
implementation

2.2.1 The recent political history

The Republic of Serbia is one of the six countries formed after dismantling the Socialist Federal
Republic of Yugoslavia, which was created after the First World War in 1918 as the "Union of
Southern Slavs".

Serbia's recent history has been marked by its involvement in military conflicts on the territory of the
Republic of Yugoslavia (Balkan wars of the 1990s), the rule of authoritarian leadership, severe
economic devastation of the country, international isolation and NATO bombardment. Combined with
economic mismanagement, these events resulted in hyperinflation and a virtual collapse of the
economy: by 2000, recorded GDP per capita had fallen to below half of its 1989 level.

Since the democratic change in 2000, the country is trying to pick up the transitional pace of the
reforms in the region. Serbia launched an ambitious program aimed at a rapid transition to a market
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economy, the normalization of relations with foreign creditors, and the integration with regional, EU,
and world markets. The structural adjustment reforms have been positively evaluated by IFIs.

However, Serbia is showing much better results on the macro level, while it struggles to deal with the
negative legacy of poverty, corruption, struggles over political legitimacy, transition shocks and
polarizations.

The recent maturity test of the Serbian democracy was the parliamentary elections held in January
2007. It took more than four months to reach agreement over the composition of the new Serbian
Government, leaving in the meantime reform initiatives pending, and concerns over fragile democracy
quite alive.

Serbia is a potential candidate country for the EU accession. The negotiations for the EU accession
candidate country that were suspended in May 2006, conditioned upon meeting commitments on co-
operation with the International Criminal Tribunal for former Yugoslavia (ICTY), resumed a year later,
on 13 June 2007, after the establishment of a new government and its clear pledge to achieve full
cooperation with the ICTY.

2.2.2  Major government ministries/institutions resp onsible for SARD-M policies
(national, regional and local levels)

The Ministry of Agriculture, Forestry and Water Man  agement ( MAFWM) is the lead governmental
agency in charge of rural development and agriculture, and therefore is main focus of evaluating
instructional capacity for SARD in Serbia. However, it is the Ministry of Science and Environment, and
its Directorate for Environment, that is in charge of coordinating direct implementation of the
Convention.

MAFWM long-term responsibilities are defined in the Agriculture Strategy of the Republic of Serbia in
the areas of disease control, food safety, environment, animal welfare, extension service, rural
development, and policy development exercised either directly or through subordinate institutions.
However, in the transition period from a planned to a market economy, the Ministry has additional
temporary responsibilities that would not feature in an established market economy such as roles of
privatization, development of the institutions for registration, policy development and clarification of the
public and private responsibilities in water management, developing of credit market, improving
marketing of farm output. Once these problems are solved, these responsibilities would either
disappear or become monitoring functions only.

MAFWM is organized in five sectors (in charge of analytic and agrarian policy, rural development,
legal and general affairs, agrarian operations and inspection), five directorates (veterinary, forestry,
plant protection, water management and department for control and monitoring) and a number of
departments in each of them. Generally, it is in charge of several issues dealt with in the Carpathian
Convention: land resources management, integrated water basin management, agriculture and rural
development. (Convention Articles 3, 6 and 7)

The programming of the policies and measures is placed within the Ministry's Sector for Rural
Development and Sector for Agrarian Policies, while the majority of operational implementation and
processing is within the Sector for agrarian operations.

The recently re-established Ministry for Environmental Protection (previously Directorate for
Environmental Protection as part of the Ministry fo r Science and Environmental Protection) is
the key institution in charge of nature and biodiversity protection, as well as nature-protected areas. It
is closely linked to the Institute for Nature Protection in charge of design and planning of policies
related to conservation and sustainable use of biological and landscape diversity (Convention Article
4) and Environment Protection Agency  (environmental assessment/information system, monitoring
and early warning of Convention Article 12).

The Ministry of Infrastructure is the main governmental body responsible for spatial planning,
transport and infrastructure (Convention Articles 5 and 8) while Ministry of Economy and Regional
Development deals with sustainable tourism (Convention Article 9) and Ministry of Energy and
Mining relates to Convention Article 10 - industry and energy.



The mentioned governmental institutions, together with ministries of social services, culture, public
administration and local governance, of trade and services share responsibilities related to economic,
social and cultural aspects of rural development, cultural heritage and knowledge.

Even when there are a number of national institutions (each of the Ministries is in charge of several
other research or policymaking institutions and bodies) that could respond to the specifics of mountain
areas, there is very little policy-making teamwork. There is general absence of cross-sectoral
cooperation, and MAFWM recent initiative to form an inter-ministerial body for rural development
policy-making, did not finish in success.

The Serbian government needs to apply a more integrated approach both from the subject and
stakeholder perspective, promoting more input of local actors in policy decision-making. However,
unsatisfactory decentralization process, incomplete network of local institutions without sufficient
capacities are seriously hindering this process.

Several impediments are distinctive to Serbian institutional setup, that will be mentioned in the
following section.

2.2.3 Decentralization process in Serbia

The citizens of Serbia have adopted a new Constitution in 2006 which sets the base for the territorial
organization of the country. The European Commission expert body, so-called Venice Commission
has assessed the Constitutional provisions related to territorial organization, as less than coherent,
giving generous provision of principles and rights but not really filled with substance. Venice
Commission finds the Constitutional regulation of the division of competences between the State,
autonomous provinces and units of local self-governance, rather complicated and leaving quite a wide
scope for interpretation and specification through legal acts of lower rank.” At the same time, the
Constitution does not include any explicit guarantees for the financial autonomy of the municipalities,
though it lists the sources of revenue. This is further regulated by the Law on financing local self-
governance that came into power on 1% of January 2007, stipulating that the budget of local self-
governance be composed of its own income and "hand-over income sources" such as transfers,
incomes linked to crediting and other incomes and instalments regulated by the Law. The position of
local governance in Serbia has not been properly recognized in the Serbian legal system yet. However
the process of decentralization and deconcentration of power in Serbia concentrates on establishing
new own competences of local government, and transferring larger number of competences from state
to local level. That would improve the position of the settlements in relation to central administration
and satisfy the needs inflicted by living in a specific environment.

Serbia is divided into (165 municipalities (without Kosovo, currently under UN administration), which
are the basic units of local autonomy. Each of the municipalities consists out of local communities (so
called "mesne zajednice"), which mostly correspond to settlements (villages) in the rural areas
(several small villages can comprise one local community, and large villages can contain several
communities). Urban areas are also divided into local communities. Their roles include communication
of elected municipal representatives with citizens, organization of citizen initiatives related with public
service and communal issues. The role of local communities is far more important in rural areas; due
to their proximity to municipal centres, many urban local communities are dysfunctional. Continuing
the positive legacy of the socialist's times - where these units were the primary cells of public life -
local communities are a valuable infrastructure potential for participative democracy and direct
involvement in decision-making.

Municipalities are further gathered into 29 districts, which are regional centres of state authority, but
have no assemblies of their own; they present purely administrative divisions, and host various state
institutions such as funds, office branches and courts. That leaves the gap on the NUTS Il and NUTS
Il levels, since there is no regionalization of Serbia done, and represents a missing link between
central government policymakers and implementation on the ground.

20 «| gcal self-government units shall be competent in those matters which may be realized, in an effective way, within a
local self-government unit, and autonomous provinces in those matters which may be realized, in an effective way within
an autonomous province”, Constitution of Serbia.



The Carpathian region spreads over 13 municipalitie s organized in four districts.

For the purpose to assist in rural development programming, the Baseline Analysis (BA) of the EU
project’’ presents and analyzes the basic characteristics and the economic and social structure and
trends of four main particular types of rural areas in Serbia. This regional approach gives good starting
point for consideration of regional specificities of the four main types of rural areas, which are
considered adequately homogeneous:

Region 1 — Highly productive agriculture and integrated economy - Vojvodina and Macva

Region 2 — Small urban economies with labour intensive agriculture - northern parts of Central Serbia,
Sumadija, parts of Macva and Stig

Region 3 — Natural resources oriented economies, mostly mountainous — which incorporates the
Carpathian region of Serbia and extends to Eastern and South East Serbia

Region 4 — High tourism capacities and poor agricultural structures — represents the part of Serbia
with the greatest tourism potential and the highest rate of tertiary sector contribution to its
economic structure, including Macva, Kolubara, Zlatibor, Raska, and Rasina districts.

Standing Conference of Towns and Municipalities (SCTM) is the national association of local
authorities in Serbia, organized with the goal to support development of local government by providing
training, information and coordination services. Its main fields of interest are linked to*:

Local government (organization and functioning of municipal bodies and citizen participation)

Local finances

Functioning and management of local public services and municipal enterprises

Town planning, housing, land management

Social issues

Environmental protection, sustainable development of urban and rural areas, energy efficiency, etc.
Various other urban and municipal issues.

SCTM has been successful in coordinating and strengthening the position of local authorities, and has
been extensively involved in development initiatives. However, it is less active when it comes to rural
development, and tries to address these issues through the project for capacity building of smaller and
under-capacitated municipalities. Out of ten pilot municipalities, there is one included from the
Carpathian region (Golubac), with the activities mostly focusing on social service reform, and
improvement of general planning and management skills.

Another network of SCTM, relates to sustainable development and is called LA21 (Local Agenda 21),
which gathers other 10 municipalities (none from the Carpathian region), in efforts to implement
principles of sustainable development at the local level. Emphasizing the environmental dimension of
SD, this project could provide valuable input for rural development programming, if complemented by
Socio-economic aspects.

Both these networks, though currently not present in the Carpathians in Serbia, could be of potential
benefit for promoting the issues of sustainable rural development.

2.2.4 Underdeveloped private and civil sector insti  tutions in the Carpathian region in Serbia

The economy of the region contributes to 3.3% of the GNP of the Republic (data for 2004), and 4.5%
in overall employment and equally in unemployment in the country.

Though there are several institutions such as the Centre for economic development and cooperation,
the Regional centre for development of Timok region, the Chamber of Commerce of Timok region, etc.
there is need for effective local development organizations, which could, engaging the local authorities
and private entrepreneurs in joint actions, successfully mobilize the developmental potential of the
local economy.

2L EU Support to the Rural Development Programming and Payments System MAFWM,
http://www.minpolj.sr.gov.yu/rdpps/rdpps.htm
22 \www.skgo.co.yu



It was not possible to obtain precise information on the number, size and productivity of the active
companies in the region. However, the following figures to some extent illustrate the institutional and
entrepreneurial capacity.

Table 4: Number of various entities per municipalit  y (legal persons, entrepreneurs, NGOSs)

Municipalities L U NGOs
persons entrepreneurs

1 | Golubac 142 279 1
2 | Zagubica 152 188 1
3 | Kladovo 272 437 2
4 | Bor 612 805 25
5 | Majdanpek 164 377 5
6 | Petrovac 450 720 6
7 | Boljevac 142 177 2
8 | Negotin 388 1077 11
9 | Zajecar 744 1278 22
10 | Kucevo 178 411 1
11 | Cuprija 605 895 6
12 | Paracin 1008 1748 9
13 | Despotovac 294 690 5
Total 5,151 9,082 96

Source: Statistical Office of Republic of Serbia and Centre for Development of Non-profit Sector.

On the territory there are 5,151 various institutions and public service providers (including, public
companies, schools, health services, local government, transport and infrastructure, etc.), and 9,082
entrepreneurs, mostly private shops, traders and small entrepreneurs. This base is insufficient for
generating enough growth to assure integrated and sustainable development of the region, and
preservation of the population.

None of the institutions or policies reviewed makes direct reference to the gender perspective of rural
development or act from the specific position of rural and female entrepreneurship. Women could
potentially have significant (or perhaps dominant) share in service and small production industries in
rural communities. If this potential would be addressed through multi-level approach of grassroots
organizations, intermediate institutions and national policies and linked to economic opportunities,
both issues of women empowerment and diversification of the rural economy would be targeted in
better way. This neglected issue is of big importance for preserving family and maintaining rural
population, while providing equal opportunities for women.

Examination of the civil society organizations shows that less than a hundred associations are
registered in all 13 municipalities (in almost half of the municipalities, five or fewer NGOs exist,
sometimes as little as a single one). However, there are successful initiatives of various kinds — such
as community development, human rights, economic development, social provisioning, gender issues,
resource centres, environmental — overall the NGO community is weak. Even if involved in decision-
making, it does not have a wide membership, particularly in rural communities. On the other hand, its
capacities and management skills are often equal to those in the public and private sectors, which
could be of great benefit for future positioning.

Being a black hot spot, the citizens of Bor and the area around have a tradition of forming
environmental alliances. Several institutions: the Bor Technical Faculty, the “Timok” Public Health
Institute, the Zaje ar Agricultural and Technological Research Centre, and the Society of Young
Researchers from Bor have been organising scientific and professional conferences on Natural
Resources and Environmental Protection every year since 1993 for the last 16 years.

Apart from the locally-based organisations, there are several national NGOs that are active in the
region, such as Endemit, Mustela, Agro-project Timok and Ecolibri Bionet that have done significant
work in the research of Carpathian biodiversity. Ecolibri Bionet, has developed a GIS biodiversity
database of the Carpathian region in Serbia, and is at the same time the focal point for Serbia at the
Carpathian Ecoregion Initiative , 'CERI' an international network of NGOs and research institutes
from seven countries dedicated to the protection of the Carpathians.
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2.2.5 SARD research and extension institutions and services in process of restructuring

Thirty-three agriculture stations across Serbia are in charge of agricultural extension and advisory
services. According to the 1991 Law on Agriculture Departments, the Institute for Applied Science in
Agriculture (IASA) is in charge of extension services. However, the Institute is facing a radical change
in the characteristics of its clients: shaped to meet the needs of a few big cooperatives, it should now
attend to a multitude of smallholders. These radical changes imply a need to adapt the type of fields of
expertise, communication or extension techniques and a different territorial distribution of extension
workers. The veterinarian network includes 117 public and 150 private stations plus 400 private
veterinary ambulances. The 1,600 veterinarians working in these stations and ambulances are
distributed on the whole Serbian territory and 266 extension workers are employed at the agricultural
stations. At the current rate of 280,000 registered farmers, the farmer/advisor ratio seems
unfavourable and there is a severe lack of capacities to serve the farming community. Out of 266
advisors, the big majority are specialists in field crop, fruit, plant and animal production, with only three
agro-economists and no specialized staff for farm management, marketing, post harvest and value
added techniques, diversification of activities or integrated rural development. That indicates serious
deficiencies of professional advisors in both number and variety of issues they cover.

At the same time, agricultural stations perform the advisory and phytosanitary inspection and food
safety controls functions, which need to be separated. In spite of resistance within, due to the fact that
control functions ensure most of the financial resource of agricultural advisors, it is expected that the
control will be shifted to five upgraded selected laboratories which will be part of the national
laboratory network, while the others will be allowed to use their laboratories for commercial purpose,
i.e. selling services such as soil analysis, seed or food testing.

The responsibility for agricultural research falls within the Ministry of Science and Environmental
Protection (MSEP) of the Republic of Serbia. In 2005, the MSEP spent €60 million on research and
development programmes (€54 million in 2004), and a tenth of this amount is dedicated to the
agriculture and food-industry sectors (not including those that are not considered as agriculture,
though clearly related to it). However, the actual application of the results is often considered low.

The Agricultural and Technology Investigation Centre in Zajecar is the only research institution in the
areas of agriculture and rural development that is located in Carpathian region. Recently, along with
three others, it has been converted from an Institute to an Innovation Centre, with no budgetary
support and only possibility to compete for project grants. The level of research activities is affected by
shortage of funds, and the sustainability of the institution is questionable.



3. Assessing the impacts, strengths and weaknesses of policies relating
to agricultural and rural development

3.1 Less Favourable Areas

Evaluation of the MAWFM rural development support during the years 2004-2005 showed that only a
small number of project applications have been launched from the areas affected by some of the
limitations for more intensive agricultural production. The restrictions included low economic indicators
for the area, large share of territory under nature conservation regime, fresh water springs protection,
vulnerability to flooding, etc.

In order to consider the regional developmental discrepancies and to emphasize the support to the
areas lagging behind in socio-economic development, since 2006, the Ministry of Agriculture
introduced a category of "marginal areas". These areas, which are set as the equivalent of "less
favoured area", are considered preferential for funding which is done through increased age limit for
RD support measures, as well as the bigger share of grant in the total value of the investment.?®

A marginal area is the territory of a municipality characterized by:

Natural (high altitude, poor soil quality, slanting terrain, flooding, and all types of erosion);
Legal (environmental protection and water sources protection) limitations to development  of
intensive agricultural production on large areas.

Such limits are further based on:

Insufficient level of development of an area (Law on Insufficiently Developed Regions of the
Republic of Serbia for the period up to 2005, Official Gazette of RS no.53/95 — villages on the
territory of municipalities listed in articles 3 and 4, excluding the municipal centre);

Altitude of village/region where the investment is being made exceeding 600 m;

Location within protected areas - national parks and areas of exceptional natural values (Law on
Spatial Plan of the Republic of Serbia, no. 13/96).

Mountains areas applying LFA principle

Although altitude above 600m is only one of the criteria for proclaiming the area as LFA, and giving it
possibilities for increased support, looking at the map, it is clear that majority of LFAs are in
mountainous areas. The same goes for almost the whole region designated to be included in
Carpathian Convention reference area. Nine out of 13 municipalities in the Carpathian region in Serbia
are included in LFAs, which should have positive implications for the use of support funds and
subsidies.

2 Full list of marginal areas, or Less Favorable Areas, are the following 49 out of 161 municipalities: Nova Cranja,
Zitiste, Secanj, Beocin, Irig, Alibunar, Kovin, Kladovo, Kucevo, Majdanpek, Zagubica, Bor, Boljevac, Soko Banja,
Knjazevac, Svrljig, Bela Planka, Gadzin Han, Pirot, Babusnica, Dimitrovgrad, Crna Trava, Surdulica, Bosilegrad,
Trgoviste, Presevo, Kacanik, Strpce, Prizren, Opolje, Gora, Decani, Pec, Istok, Zubin Potok, Zvecan, Leposavic,
Kursumlija, Tutin, Novi Pazar, Raska, Sjenica, Prijepolje, Nova Varos, Ivanjica, Priboj, Cajetina, Uzice and Bajina Basta.
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Figure 2: Distribution of funds by Figure 3: Map of Less Favourable
municipality in 2005 Areas

The presumption that LFA preferential status in RD support would have immediate effects, could be
challenged on the basis of several structural deficiencies which reguire longer interventions in order to
bring positive results:

Though geographical differences are considered, the eligibility of beneficiaries is measure-specific
and not territory-specific, and does not genuinely reflect socio-economic disparities among regions.
The implication of such an approach is that only a very small number of RD applications come from
marginal areas, where poor natural conditions are usually accompanied by unfavourable social and
economic conditions.

According to the analysis by the Ministry, a high percentage of the expected own financial
contribution and a low age limit are limiting factors for activating natural potential for the
development of agriculture and the countryside.

There are no special criteria which give these applications advantage on the scoring scale during
the evaluation of the applications. Emphasized support is reflected only through a higher percent of
state contribution to the funding (in most cases 10-20% higher than in the rest of the country), and
increased age limit for "young farmers support" measure.

Underdevelopment of support and promotion structures (advisory service, inaccessibility of these
areas, slow information dissemination) in many cases is directly related to low interest or low
number of applications and funds distributed.

3.2 Selection of measures for SARD-M

The overall budgetary support provided by MAFWM in the last three years, embraced 5 main
categories that were in line with the priorities lined in the Strategy of Agriculture of Serbia:

1.

2.

Market support (e.g. export subsidies, price support, direct payments, input subsidies, subsidies for
storage)

Structural payments: (e.g. investment support, rural development support, support of standards,
land improvement, environmental support, quality improvement)

3. Income support (e.g. early retirement, land lease)
4.
5. Other state aid (e.g. weed control, agricultural promotion, agricultural research, extension service,

Credit support (e.g. short and mid-term credits)

market information system, farm registry, international cooperation).

In the period of 2003-2006 significant increase of the budget of MAFWM has been observed, while at
the same time the budget structure changed. The shift from market support and input subsides to
structural adjustment measures translated into significant policy adjustments entailing around 20 new
measures compared to 2003.



Figure 4: Structure of budgetary support 2003-2006
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3.2.1 Market support

Market support has been significantly decreased in the last years as seen in figure 4. However, there
are still a number of measures that include direct price support, import subsidies, subsidies for use of
fertilizers and fuel, etc.

One of the explicit price intervention measures is the "milk premium" which provides price support for
registered milk producers that sell milk to diary factories or entrepreneurs, complying with the milk
quality standards that take into consideration only fat content.

The amount of support is of:

- 4 dinars*/litre of milk in highland areas (municipality predominantly above 400 m of altitude)
- 3 dinars/litre of milk in lowland areas.

That is the only market support measure that takes into consideration the territorial aspects of the
mountains regions and specifics of livestock and diary production in highlands areas.

In spite of its amount (the measure that has in 2006 been budgeted with almost 34.5 million EUR,
overall efficiency of this measure could be questioned, due to low capacity of the control and
monitoring system.

The Ministry’s strategy is to start phasing out milk payments in 2007, linking price support to milk
quality according to EU standards, assuming credible third party certification is provided.

According to some thoughts in the Ministry, the milk price supports might be shifted to payments per
diary cow, to be followed by decoupled payments. Considering the share and importance of the diary
production for the highland agriculture, a support system should be tailored to allow for the
restructuring of the highland diary production system so that it can be more efficient and competitive
without having a negative effect on the livestock and diary sector. This could be done by providing
support to milk producing farmers in small and medium-size farms for investment in the basic
equipment, in order to improve and bring the milk quality closeer to the European standards (milking
machines, lacto refrigerators); once the price support is lifted it can be easier to comply to the milk
processing industry standards that are about to be established. In addition, this support has been
provided within the structural support of MAFWM.

3.2.2  Structural support
Provided by the MAFWM embraced in 2006 seven RD measures :

1. Investment in farms
2. Improvement of farm structure

4 Exchange rate approximately 80din = 1 eur.



3. Rural development, (introduced between 2003 and 2006 included):
a) Purchase of new agricultural equipment and mechanization
b) Early retirement scheme
¢) Land renting support
d) Young farmers
e) Rural infrastructure
f) Diversification
i) Standardization (HACCP, ISO)
j) Organic farming
4. Quality support
5. Land improvement
6. Environmental protection
7. Quality improvement.

Some of the selected RD measures had clear intentio  n to support the sustainable agriculture
and rural development in mountainous areas like:

Support to establishing of pastoral systems in high mountains regions (engagement of the
shepards, purchase of electrical shepards, purchase and training of shepard dogs, purchase of all-
terrain transport vehicles — small tractors and terrain vehicles with trailers, load and transport
animals, mobile milking equipment and aggregates, building of summer shelters, etc.) and

Mowing of high mountain natural pastures for fodder

while others, although not exclusively targeting highlands, had emphasised importance either through
increased LFA support or in relation to specific needs of the territory.

They responded to needs for diversification of economic activities, or improvement of infrastructure or
farmers cooperation) such as:

Diversification of farm activities and their surroundings in order to achieve alternative income
Development and promaotion of local products and rural values

Increasing capacity to work on rural development and support to organising of the rural population
for joint activities

Support to organic farming.

The measures that target general improvement of competitiveness like farm investments, quality
improvement and standardization were considered as key priorities of the Agricultural Strategy of
Serbia along with responding to social protection needs emphasized by providing support through
early retirement schemes.

Breakdown of the spending for MAFWM structure suppo rt measures in 2006

Analysis of the total budget allocations for structural aid actually shows that in 2006 the largest support
was provided to investment on farms (measure number one), i.e. 34% of total budget under this
category (mechanization and equipment accounting for almost 90% of total resources under this
measure), followed by early retirement (approximately 33% of total structural support funds) and other
rural development measures taking a bit less than 13% of total structural support.

Out of the total budget for rural development and structural support measures, fund allocation looked
as follows:



Table 5: Agricultural budget allocations to RD meas  ures in Serbia in 2006

Type of investment Budg_et gl;rgr%?/:agf

Share in % .
projects

Investment in farms 26 784

Improvement of livestock breed quality by importing good quality breeds 4 137

Purchase of machinery for open field production, horticultural or livestock 6 321

production (tractors, motocultivators, picker, potato diggers, etc.)

greenhouses

Adaptation, rebuilding or additional building for the existing building for 6 151

livestock breeding

Support to processing plants such as cool storages, drying plants, 10 175

storages, packing machines, calibrators, vacuum packing machines, etc.

Rural infrastructure - renewal and building 73% 779

Support to village electricity supply 8 157

Construction, repair and managing of village roads 20 245

Construction or repair of water supply system 20 171

Construction or repair of sewage system, 19 96

Repair or adaptation of rural community centres, 4 82

Building and equipping rural community centres, resource centres, 2 28

business incubators, etc.

Diversification 2.3% 35

Development and promotion of rural areas, environmental protection and 1 17

protection of rural countryside

Adaptation and reconstruction of buildings and purchase of equipment for 1 13

agro, eco, rural or any other type of tourism

Reconstruction and adaptation of buildings and purchase of equipment for 0.3 5

performing traditional crafts

Quality improvement 0.1% 6

Promotion and protection of local produce 0.1 6

Activities which relate to preservation of rural community and promotion of

economic, cultural, social, traditional and other specifics of rural

countryside and villages

Education for RD <0.5% 15

Support for rural education for strategic rural planning and RD project 0.1 7

implementation

Support to establishment of associations and cooperatives 0.03 3

Support to integrated rural development projects (adaptation of traditional 0.28 5

rural households)

Setting of demonstration farms, processing of tourist capacities for 0

education of farmers and agro-economists

Support to regional cooperation and mobility of advanced farmers and their 0.01 4

associations, local authorities or other non-profit and not political

organizations that implement and manage rural development programs

(visit to demonstration farms, exhibition and fairs in other parts of the

country or abroad)

Environment protection <0.5% 24

Management of local waste sites 0.10 1

Building of graveyards 0

Planting of wind protection shields 0.05 2

Aforestation and grass planting in the areas exposed to erosion 0

Construction of support walls, protection hills and other sorts of protection 0

from erosion

Remediation of local waste disposal sites

Establishing of worm production (purchase of breeds, building of facilities, 0.03 1

equipment purchase)

Support to establishing of pastoral systems in high mountains regions 0.01 1

(engagement of the shepards, purchase of electrical shepards, purchase

and training of shepard dogs, purchase of all-terrain transport vehicles —

small tractors and terrain vehicles with trailers, incl. load and transport

animals, mobile milking equipment and aggregates, building of summer

shelters, etc.)

Mowing of high mountain natural pastures for fodder 0.01 19

Organic farming 0.1% 7

Promotion and development of organic products 0.04 2




Support for education of rural communities for planning and implementation 0.01 2
of projects related to organic production

Setting up demonstration organic farms, processing or touristy capacities 0.00 1
for education of farmers and agricultural advisors, related to organic

production

Support to regional cooperation and mobility of advanced organic farmers 0.04 2

and their associations, local authorities or other non-profit and non-political
organizations that implement and manage rural development programs
(visit to demonstration farms, exhibitions and fairs in other parts of the
country or abroad)

TOTAL 100 1,655

Source: MAFWM.

The breakdown of RD budget among various groups of measures shows that in 2006 almost three
quarters of the available RD funds were allocated to the measures “renewal and building of rural
infrastructure” (73%), and 25% to “improvement of production and farm investment”. At the same time,
the shares of support to “organic farming” and “environmental activities” were almost negligible (0.1%
and 2.2% respectively). In the case of “organic farming”, only seven projects were supported.

As expected, an average value of public support to RD projects differed widely among the measures.
For example, the average public support for projects under the measure “investments on farms” was in
2006 approximately 29,000 Euro, for projects under the measure “rural infrastructure” approx. 84,000
Euro whether public support for an average project in the area of “environmental protection” and
“organic production” amounted in the same year to only 24,000 and 12,000 Euro respectively.

This could be the starting point for assessing the relevance of policies and funds committed to
promoting economic and social cohesion and viable agricultural and rural structures in Serbia, firstly
according to the share of the total budget resources allocated to the policies supporting SARD-M.

While the local municipalities have the largest intake of funds for rural infrastructure improvements in
2006, at the same time the shares of support to “organic farming” and “environmental activities” were
almost negligible (0.1% and 2.2% respectively)zs. In the case of “organic farming”, only seven projects
were supported. Though there is strong emphasis in the strategic objectives to "preserving the
environment from the destructive influences of agricultural production”, there are in fact very few
activities supported from the budget. Support to activities related to diversification of economic
activities or capacity building totals less than 3% of budgetary rural development support.

Another criteria to assess the impact of RD measures for SARD-M in the Carpathian in Serbia, is to

look into actual budgetary share outlays for rural development within the Carpathian region .
Table 6: Total share of projects per municipalities in the Carpathian regions
Municipality Funds in dinars Number of approved % of total budgetary
applications support
1 | Majdanpek 42,939,866.15 8 2.06%
2 | Golubac 7,963,354 5 0.38%
3 | Kladovo 0 0 0
4 | Despotovac 34,362,099.50 5 1.65%
5 | Paracin 31,083,129.43 12 1.49%
6 agubica 43,860,801.37 27 2.11%
7 | Petrovac 15,850,918.64 3 0.76%
8 | Kucevo 326,600 1 0.02%
9 | Bor 14,166,300 2 0.68%
10 | Negotin 80,066,967.56 33 3.85%
11 | Zajecar 13,651,067.30 5 0.66%
12 | Boljevac 60,682,140.12 25 2.92%
13 | Cuprija 48,356,179.66 5 2.32%
Total 393,309,423.73 131 (out of 1,655) 16.58%

Source: MAFWM.




Breakdown of the funds and number of projects in the extended Carpathian region shows some
variations between the municipalities. There are nine municipalities with up to 10 approved projects,
and the remaining 4 not exceeding the maximum of 33 projects in Negotin, which might indicate
relatively satisfactory allocation of funds to the area, compa red to its size (16.58% of funds to
9.4% of country territory).

What remains problematic is the main beneficiary, remembering that almost three quarters of available
RD funds in 2006 were allocated to the measures “renewal and building of rural infrastructure” (73%),
and only 25% to “improvement of production and marketing”, and assuming the same ratio in the
Carpathian zone. Strengthening basic infrastructure services has a dual benefit: directly improves the
lives of people and enables further economic growth. Infrastructure improves commerce by speeding
the transport of goods and raw materials, sustaining energy-intensive production and making
information readily accessible and communication timely. Though the benefit for the rural communities
is indisputable, the structural support to individual farm restructuring remains equally important in order
to improve livelihood perspective and competitiveness.

Several interlinked issues are highlighted as problematic and in need for improvement when it comes
to increasing the share of direct support to farmers within measures related to SARD-M:

Low level of centralization of RD measures implemen  tation

There should be more explicit and systematic information and promotion of rural development
measures, particularly in LFAs. Interviews with a limited number of randomly selected farmers showed
that in the majority of cases another farmer who already obtained funds or applied for RD funds in the
past, is a first source of information on the RD scheme. Others important sources were public
meetings organized by the Ministry or political parties, daily newspapers etc. Unfortunately, local
authorities in charge of economic development or support to entrepreneurship in rural regions, due to
their unawareness, were not even remotely considered as a potential source of information on the
above schemes. This indicates a low level of decentralization of implementation of RD measures.
According to Ministry officials, there was a clear correlation between the number of applications for RD
funds and active advocating and support of some of the local development agencies, centres for
support of small and medium enterprises, agro-business centres or other structures that provided local
support to the implementation of RD measures. If strengthened, such structures could in the future
prove to significantly contribute to the outreach of the programme and quality of the applications. Yet,
no rural networks were used as potential tool in informing farmers and contributing to the openness
and transparency of the whole process.

Lack of support for the applicants in project prepa ration

Preparation of the project application, i.e. necessary documentation, project concept, etc. is entirely in
the hands of potential project beneficiaries. Agricultural extension service provides occasional support
which is usually limited to some aspects of technical advice linked to production, and to some extent to
marketing. Providing information on the funding support and advising on submitting the applications is
usually not practiced or understood as a usual part of the job description, which makes the extension
service disconnected from the rural development support system. In the forthcoming reform of the
agricultural advisory service, a move from the highly centralized and top-down, towards more a flexible
and need-oriented structure has to be made whereby a greater responsiveness to the farmer needs
and equal focus on large and small-scale farmers should be the prerequisite for such assistance.

Lack of effective eligibility conditions and select ion procedures

In 2006 the increase of number of approved projects to individual farmers was 54% (compared with
2005) while number of projects submitted by local authorities increased as much as 9.6 times! At the
same time, the number of approved projects in the cooperative sector decreased to only 35 in total. In
2006 the average support to projects submitted by the individual farm sector grew from 14,000 Euro to
more than 26,000 Euro (by 85% compared with 2004/2005), for local communities from 47,000 Euro
to 82,000 Euros (increase by 74%) and in case of cooperatives from 33,800 Euro to almost 87,000
Euros (increase by 255%). This indicates that beneficiaries of budget support for RD measures were
in most cases larger and economically stronger entities and farmers that probably could have been
able to secure funding through commercial credits. It also demonstrates a lack of effective eligibility
and exclusion criteria that would include any economic threshold for exclusion of potential applicants:
e.g. size of the farm, yearly financial turnover, financial insolvency or other. Generally, there was a



lack of effective eligibility conditions and selection procedures to target funds on the most needy
geographical areas and beneficiaries.

3.2.3 Credit support

One of the most important conditions for successful agriculture is a developed credit market.
Therefore, the MAFWM has started to support the establishment and development of the rural credit
market from the agrarian budget in 2004, and this continued through 2006, with 3.5 billion dinars
allocated for this purpose in 2006. That joined with approximately 3 billion dinars of repayment funds
from 2004 and 2005, gives up to 7 billion dinars that was available for distribution in this year. (1 EUR=
80 dinars approx.)

The credit support is given through short-term and long-term credits:

Short-term credit support is credits of smaller amounts allocated for the purchase of input for the
current season (like seeds, fertilizers, animal feed, etc.). The procedure for obtaining such credits is
simple, and approval is automatic, at the one of licensed banks, until the budgeted money is spent.
Yearly interest rate is 5%, and 1% is charged for the credit processing.

Table 7: Credit support MAFWM in 2005

Borrowing limits: Number of Average
Farm up to 1 ha up to 12,000 din (150 euro) credits paid value
Farm 1-5ha up to 750 euro (60,000 din) in 2005

Farm 5-10 ha up to 120,000 din Short-term 23,341 69,879 dinars
Farm bigger than 10 ha up to 240,000 din Long-term 1,926 16,188 euro

Long-term credit support is meant for the purchase of machines and equipment which cannot be
paid back in one production cycle. They are targeting the producers who have the intention to start or
improve existing agricultural production. They are approved at the maximum 5 years with grace period
of 1-3 years, depending on the type of production. The value of credit is from 5,000 to 200,000 euro.
The credits can be obtained for the following purposes:

Building and purchase of irrigation systems and irrigation equipment
Purchase of agricultural machines

Establishing perennial orchards and crops

Building plastic sheeting greenhouses and glasshouses

Livestock production.

agrwONE

Interest rate is 3% per year, linked to hard currency conditionality.

Figure 5: Short-term credits per municipality Figure 6: Medium-term credits per
2005 municipality



Conclusion on the effectiveness of credit support

The maps above are graphically showing that disbursement of both short- and middle-term credits
varies significantly over the Serbian territory. The area of Eastern Serbia, that is covering the territory
under the Carpathian convention, is lagging behind in both categories with only few, if any, credits
approved.

Currently the Ministry, with assistance of the World Bank, is in the process of evaluating the credit
support programme which takes up about 20% of total MAFWM expenditure. It is done under the
presumption that there are not enough resources to respond to the farmer needs, while at the same
time the banking market is flourishing with new entrants (13 new banks in 2006), so that the budget
funds could be used more efficiently if redirected to other measures. Although this might be a valid
argument again for the stronger applicants, there has been significant benefit from starting up credit
schemes for farmers, who are still less favoured bank customers, and assisting in creating a credit
history and relations with financing institutions.

As with structural support, this credit programme is more used by advanced farmers and communities
with lowland type of agriculture, concentrating to Vojvodina and the mountainous areas of Dinaric in
the West. This again can be partially explained by poor information dissemination and farmer support
network which is seriously lacking in Eastern Serbia.

3.2.4  Other policy support to rural communities (agricultural promotion, agricultural research,
extension service, market information system, farm registry, international cooperation)

3.2.4.1 Land management

The Law on Agricultural Land that was adopted in 2006 regulates the framework for use of agricultural
land by establishing the system that would function in terms of sale, purchase and lease.

It regulates the conditions necessary for secure land tenure rights and effective land market, by
addressing issues such as planning, protection, management and use of agricultural land as public
goods.

The Law and land management policies do not explicitly mention the highland areas, nor pastures,
meadow or high mountain agricultural land, but generally represent a positive step towards better land
management. The decentralization is emphasized by provisions of this Law, since local governments
are authorized to perform in the area of planning, management and use of agricultural land. Apart from
producing planning documents, local governments also receive part of their income from the lease of
state agricultural land as well as from the reclassification of the usages of agricultural land.

With the idea to additionally support the leasing market, the new Law envisages sanctions for those
who are not cropping agricultural land, however these policies would be particularly difficult to
implement in the light of negative demographic trends and chronic lack of agricultural labour in the
Carpathian region in Serbia. This is one of the principles that would be very difficult to provide
compliance to, unless there are more significant interventions that would mitigate trends of land
abandonment in the Carpathians.

3.2.4.2 Establishment of farm and land registers

In order to secure land rights whether as an owner or as a tenant and then provide the incentive to
invest and improve the productivity of the land, the MAFWM has put lot of efforts on establishing
reliable cadastre registers as well as a farm registry. Though not finalized (estimations of 40-70% of
farmers already registered in the farm registry), it is useful as it helps to gain insight on the type and
scope of the rural economy in specific territories including mountain areas of Serbia.



Table 8: Number of registered farms in the Carpathi an area in Serbia

Family e
Municipality farms o i

SMEs.)
Bor 720 5 725
Kladovo 297 4 301
Majdanpek 170 1 171
Negotin 1,031 9 1,040
Boljevac 1,526 2 1,528
Zaje ar 3,234 8 3,242
Despotovac 759 6 765
Para in 1,658 2 1,660
uprija 898 7 905
Golubac 393 1 394
Ku evo 241 1 242
agubica 1,029 5 1,034
Petrovac 1,113 6 1,119
Total 13,069 57 13,126

Source: MAFWM as of 23" January 2007.

The overall figure of registered farms is less than 5% of the Serbian total. For relevant analysis of the
farms and agricultural households in the Carpathian area, it would be necessary to have more in-
depth information. Having in mind the total number of registered farms in Serbia (some 280,000) and
the size and composition of the Carpathian area (9.38% of all agricultural land in highland and
mountain areas), one might suggest/expect that a significant part of the rural economy is still to be
captured through the farm and land registers.

National Investment Plan is the government public funding mechanism which invests the state
privatization income to the designated priority areas creating public goods such as education, health
protection, public administration reform, economic restructuring. Support to agricultural investment and
rural development, infrastructure and entrepreneurship support are some of the areas eligible for
support where rural areas potentially could benefit. The Investment Plan is to be implemented in
period 2006-2011; therefore, there are no available data for assessment of disbursement or the
results.

Apart from the mentioned support structures and programmes and measures, it was not possible to
identify other policies and programmes that would systematically target rural mountainous regions.
Ministry of Agriculture is the main supporting mechanism, while local authorities might (according to
their rights and responsibilities, direct local funds towards specific issues of importance to the local
communities. However, the available assistance, both financial and in services or information is only
fractional and insufficient for significant qualitative improvement.

3.3 Conclusion on the SARD-M review of policies in Serbia

Though overall agriculture and rural development policy framework and spending has improved
significantly in the last few years, shifting from direct market to structural support policies, the
Carpathian zone in Serbia is not sufficiently benefiting from the SARD support measures as rough
statistics shows.

The level of strategic programming for SARD-M is unsatisfactory; mountains are not identified as a
clear focus of any strategic documents either from environmental or rural development area. Though it
occasionally comes up in various other strategies, there is a need for comprehensive addressing of
these issues in a single document.

The share of the total MAFWM budget resources that directly support of SARD-M is very low, almost
insignificant. In addition, there is a feeling that most of the funds and support are going to already
financially established entities which have the capacities to ensure significant financial participation
(average size of the investment grant was 29,000 euro). Credit support is equally low in Carpathian
Serbia, while market support measures in many respects target large companies. Part of it, is the
result of a general policy focus on commercialization and big farms that could drive growth of the
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sector (for example, the agro-processing industry is the clear sole beneficiary of major export
subsidies, or rural infrastructure as the highest budget allocation in RD measures in 2006).

Looking from the selected entry point, integrated rural development, not enough has been done to
promote its principles. The support measures provided to the rural population still target mostly
farmers, and in particular larger, without explicit recognition and of the multifunctional role of the
agriculture. Level of decentralization and delegation of policymaking and policy implementation related
to SARD is minor.

Education and information flow have to be strengthened, good agricultural practice to be promoted
and overall training and strategic decision-making of farmers improved in order to in order to achieve
SARD in mountains. The RD objective and action plan from the Agricultural Strategy of Serbia, outline
only the starting points ahead for achieving these task:

Objective of RD

(in Ag. Strategy) Action plan

Adopting main principles of rural development policy

Categorize according to the EU methodology the Less Favoured Areas
Develop programme for agro-environmental schemes especially for
marginal areas and nature protected areas

Develop local rural development action plans

Establish Agency for Rural Development

Prepare institutional structure for implementation of national financed
measures as well as donor supported rural development programmes

Creating specific
social and economical
conditions in rural
areas and secure their
contribution to the
economic growth of
the country




4. SARD-M policy formulation and implementation pro cesses

4.1 Process of SARD-M policy formulation

A number of laws and strategic documents have been prepared and adopted in the recent period in
Serbia. Although none are directly covering the issues of sustainable rural development, integrated
rural development or SARD in the mountain regions, they jointly regulate the overall SARD-M
development context.

The notion of rural development is recently receiving more focus; however, the legal and institutional
set that would put higher emphasis to it is still missing. Part of it derives from the emphasis that is
given to agriculture seen as the main engine of development so that the transition to broader
understanding of rural economy did not materialize through policies yet. In the same way, the
balanced regional development and principles of sustainable development are put forward through
often general measures, without translation into concrete actions and policies nor clear budgetary
commitments. The rise of regional competitiveness, EU integration, decentralization, retreat of
negative demographic tendencies, development of regional infrastructure are outlined as key
principles for decreasing regional disparities. However, in circumstances where the main focus is put
on maintaining political stability and achieving sufficient economic growth through positive trade
balance, lack of interest and of political will to bring rural development and sustainable development of
the mountain regions higher on the political agenda is detected.

Programming of rural development measures within the Serbian Government is done on a yearly
basis, with MAFWM as the lead institution that defines priorities. As of 2005, they are grounded in the
Agricultural Strategy and extended to rural sector as a whole. The Strategy was adopted after several
months of public consultation meetings and fairly participatory approach in its formulation. A number of
sector analysis meetings, as well as public hearings took place in order to formulate the objectives and
priorities. This qualifies the agricultural sector programming as fairly participatory and public driven.

Contrary to that, there is no such validation of rural development strategic directions and measures,
and these have not been conceptualized nor verified in any of the public dialogue processes, making
them defined in the top-down manner by the senior Ministry officials. The roster of socio-economic
partners that could get involved in identifying needs and setting priorities is still missing, and should be
developed to include civil society, local authorities, entrepreneurial initiatives and other institutions
outside the agricultural domain, that would contribute to ascertain the needs, objectives and priorities.
Fortunately, the reform which should allow for a more participatory process as well as the
establishment of the adequate structures for assuring inputs is underway. The assistance is provided
within the European Union funded project "Support to Rural Development Programming and Payment
System" (SRDPPS), which will assist in both developments of strategic papers as well as well as in
the preparation activities for the following programming period of IPA, including proposed selection of
measures, complementary to specific RD axes.

Intersectoral coordination of institutions that should be involved in the development and
implementation of the SARD policies is insufficient and discontinuing. This goes for horizontal levels of
governance - from ministerial to local, and also for a lack of vertical coordination and partnerships. A
sectoral perspective is noticeable in all policy development efforts, with a narrow approach of rural
economy only considering agriculture. The coordination with other ministries and stakeholders is
without proper structural framework.”® The SRDPPS project would hopefully address these
shortcomings by providing a framework for wider consultative process and public debate.

% There was an initiative to set an interministerial rural development coordination body, however it did not materialize in
practice.
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4.2 Capacities for participation in SARD policy mak  ing
4.2.1 Central government capacities

As noted in the Agricultural Strategy, the structure of the Ministry is shifting its focus from
administration to policy development. Yet capacities for performing both policy development and
administration are not satisfactory. The Ministry lacks a number of bodies and agencies that are to
collect and analyze data and provide technical support such as: an Agricultural Land Agency, an
Agency for Rural Development, a Laboratory Agency, an Advisory Agency, etc. Administrative
structures dealing with rural development in terms of implementation and control are seriously
understaffed. The staff commitment is beyond question; however the discrepancy between scale of
applications/requests and staffing capacity (e.g. both number as well as complexity of controlling
procedures) resulted in not always effective responses to issues that emerged in the context of
implementation of RD schemes.

There is urgent need to establish the following ins titutions and bodies in order to advance
SARD programming and implementation  as listed in the recent Report on the Rural Development
Grant Mechanisms in Serbia:

1. Programme Managing Authority  (PMA) which will be responsible for the efficiency and
correctness of coordination and reporting on the monitoring and evaluation of the Programme.

2. Programme Monitoring Committee  (PMC) comprised of the most representative partners on
national, regional and local level and from the economic, social, environmental or other spheres, to
be responsible for the design of the rural development programme as well as reviewing progress
and advising the Managing Authority on changes necessary to improve Programme efficiency and
effectiveness.

3. Accredited Paying Agency to be responsible for the implementation and payment tasks election
and Approval of Projects, monitoring and assessing the impact of RD Measures.

4.2.2 Capacities and involvement of local governanc e structures

A number of donor projects have recently been implemented in order to improve municipal capacities
to plan and manage projects based on development plans. The focus was on developing human
capital and the promotion of sustainable socio-economic development. In spite of the occasional
isolated nature of these interventions and lack of follow-up activities, these projects have significantly
contributed to the general capacities for integrated and sustainable local development (especially
strategic planning capacities).

Still, in spite of the predominant rural character of the Serbian territory, many of the local units do not
have funding resources or staff in charge of rural development issues. There are municipality
structures dealing with agriculture (not systematically in each municipality) or economic development
(commonly present) that are in charge of overall rural development issues. Broadly speaking,
community based and local governance structures are randomly involved in the dissemination of
information on the rural development support measures and further policy development. There are
only a few organizations, like agro-business centres, private companies, local development and
entrepreneurship support centres that are fully informed and involved in the communication of
available support from state RD budget, which clearly reflects the higher access to the funds of the
local community. No sufficient effort to systematically strengthen the local organization network or to
promote them as partners in implementation of RD measures is made yet.

The situation is similar in the Carpathian municipalities, and the process of enhancing rural
development policies/strategies and institutions at the local level, and promoting collaborative culture
on municipality level is not completed. Current structures for defining and monitoring of policy
implementation are weak and lack knowledge of and experience with the market economy. The reform
of the institutions dealing with SARD in the whole country and in mountains areas in particular, is
moving forward



4.3 Cross Compliance of SARD-M policies to national and international standards

In order to achieve the sustainability of any agricultural or rural development activities, it is essential
that agricultural practices and implemented projects comply at least with valid national legal
requirements and standards. National standards should be at the next stage made compatible with EU
standards; however, the harmonization with EU regulations is still not a driving force for policymaking.

There is rather a strong emphasis on "preserving the environment from the destructive influences of
agricultural production” - a statement listed as one of the priorities in the agricultural strategy of Serbia.
However, current procedures do not provide a secure check that some of the current investments
might not have negative impact on the environment.

The issues such as regulations and guidelines on standards of environment, conservation, animal
identification, animal welfare and food and feed safety, maintenance of agricultural land in good
agricultural and environmental condition, preservation of permanent pasture should be seen as
necessary preconditions.

The overall natural environmental conditions of rural areas should be a subject for improvement and
not only the part which is directly linked to a specific destructive influence of agricultural production. In
prevention and education, the Good Agricultural Practice should be introduced.

Currently, the introduction of GAP is not wide, though some initiatives have been started on the project
level. Civic organizations that are active in advocating for the Carpathian convention implementation
like Ekolibri Bionet have been involved in pilot trainings organised for farmers in Knjazevac and
Sokobanja, at the outskirts of the Carpathian region. There is a brochure developed for this purpose
which includes only a few examples of GAP in livestock production, and should be further improved
and built to full size and disseminated by various advisory, agricultural, and rural extension agents.

Poaching and illegal fishing, unauthorized logging, and illegal construction are particular problems in
the Carpathian region that seriously affect the environment and persist, due to the lack of efficient
control compliance system and lack of efficient sanctions. On the other hand, excessive exploitation of
mineral or natural resources, unregulated transport, poor land management and communal
infrastructure (waste disposal in particular) are not restricted enough because of general rule of law
deficiency and lack of common planning strategies for sustainable use of resources.

Some of the areas in the Carpathians do not have spatial and planning documents that regulate
development within their borders, or if they exist, they are not strictly implemented.

This indicates a need for further development of legal and institutional system as a whole and
strengthening cross-sectoral cooperation in order to attain control over resource use, primarily by
strengthening information and public awareness, but also by involving various technical and expert
bodies’ inspections, police, judiciary, etc.

4.4 Monitoring and evaluation as part of RD and SAR  D-M programming

Since the systematic approach to rural development programming is not established yet, there have
been no clear rules on monitoring and evaluation of rural development measures or projects, and no
specific body equivalent to the Monitoring Committee for performing this function has been
established.

It is difficult to imagine the possibility to monitor all the stages of the evaluation cycle (ex-ante, midterm
and ex-post), due to the short one-year policy formulation cycle. There are no previously established
indicators to monitor the achievement of objectives of specific measures, which makes monitoring
unmethodical and random.

There has been some information analysis on the use of governmental RD funds for years 2004 and
2005 disaggregated according to territorial and sector structure of provided support. Currently the
database with project application entries allows for the extraction of data and reports which could be
used for monitoring and evaluation purposes. With the expected upgrade of software for payment and



establishment of precise farm, project, client, etc. registers, more efficient data collection will be
possible.

According to the relevant categories of information, the status of data collection is the following:

| - Project-related information - reports that would be constructed in such a way to give clear
disintegrated statistics for the projects target groups and beneficiaries, as well as quantitative
indicators for each measure. As for the moment, this information could be obtained from the existing
database system or documentation organized by administrators of the specific measures within
MAFWM, however, due to heavy workload, this remains pending.

Il - Management and financial issues  of project implementation, issues of procurement, as well as
human resources management, including monitoring of the processes. Many of the elements related
to the indicators that could be set under this topic, need prior establishment of exact criteria and
procedures. At the moment, some of the information could be obtained, while others with less
likelihood. For example: a report on the financial implementation of each of the measures could be
prepared in relatively short time, however, monitoring of financial spending by beneficiaries could be
quite difficult, due to the full advance payments upon providing of required documentation and contract
signing.

Il - Impact assessment which would assess the immediate results of the programme and projects,
the purpose or the major positive change intended, and the purpose and long-term benefits of
implementing the programme/projects and the goals. (environmental, economic, social).

This type of information is fully lacking. It would entail full participation of the programme beneficiaries
as well as the establishment of practices like farm bookkeeping system or participatory rural
assessment and M&E techniques that would be able to capture the socio-economic effects of the
support for the farm or the rural community.

In addition, assessment of the environmental impact of the activities and processes needs to be
established on both project and programme levels. At the moment investments and activities, defined
by the Law on EIA are included in the EIA system, while others are not systematically monitored, and
it is therefore impossible to estimate and monitor their cumulative impact on the environment.

Impediments in evaluation, such as:

Lack of established indicators

Lack of appropriate monitoring systems
Lack of baseline study

Lack of information

make very difficult any assessment on the effectiveness of the funds spent, formulation of suggestions
for the future, sustainability assessments or lessons learned in order to enhance future rural
development programming, making monitoring and evaluation the weakest link of the rural
development support programme of the MAFWM. Shortcomings in the institutional structure and its
overall inconclusiveness of monitoring and auditing procedure are coupled with a lack of evaluation
practices. In order to capture full policy cycle and improve its management, introduction of M&E into
structure and practice within RD implementation system, would be essential.

Various data registers should be established to provide information for better production of baseline
studies, programming, monitoring, evaluation and analysis, such as Integrated Administrative and
Control System (IACS) Farm Accounting Data Network (FADN). Serbia has taken steps towards
complying with these requirements and has started to implement the Farm Registry. The reform of
Cadastre books is also underway, as an important step towards securing property rights and
enhancing farmer credit capacities.

4.5 Financial mobilization

The majority of the funds spent for financing implementation of SARD-M policies in the Carpathian
comes from state budgetary funds. Serbia is not eligible for IPARD (a newly established mechanism
of EU support to rural development) and practically none of the donor funds went to directly finance
RD measures. The situation differs a bit when it comes to capacity building efforts of local
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municipalities, mostly through general support to strategic planning, or cross-border cooperation of
various natures; however, these are not having SARD in their focus. Civil society involvement is
almost exclusively financed from external sources.

Funding needs for SARD-M in the Serbian part of the Carpathians are very complex and go from
improvement of support to farmers (through grant schemes and credits) to support of rural
infrastructure, training for sustainable resources management, improvement of institutional capacities,
etc.

Currently, these funds are mostly allocated from the budgets of national institutions. The same goes
for funding of the research and development institutions, monitoring and training. However, these
funds need to be significantly increased in order to become of larger effect.

In that sense there could be two areas of improvements:

1. Increased international donors support
2. Improvement of local financing that could involve diversification of funding sources as well as better
targeting.

For example: non-timber forest products (NTFP) could be one of the important financing sources for
forestry in the context of SARD-M. For collecting of NWFP a license is needed, which is issued by the
Directorate of Environmental Protection. Precondition for the license is the written statement of the
Institute of Nature Protection which defines the quantities and area for collecting of each type of the
NWFP. The Institute also defines the regions in which collection is prohibited.



5. SWOT analysis

POLICIES

Strengths

Several new strategic documents and laws
recently adopted.

Harmonization with EU legislation in some
areas like EIA, SEA etc.

Environmental
Abundant natural resources - land, water,
biodiversity and geodiversity.
Extensive traditional form of agriculture
production.
Low input agriculture.
Presence of protected areas including National
Park "Djerdap".

Economic
Good potential for rural tourism (unused
housing infrastructure that could be transferred
to rural tourism accommodation capacities).
Meaningful potential for nautical and

Djerdap.
Growing relevance of SMEs in the region.

Social
Nine out of 13 municipalities in the Carpathian
region in Serbia are included in LFAs, which
should have positive implication for the use of
support funds and subsidies.
Small but active network of NGOs.

recreational fishing tourism in the National Park

Weaknesses

Lack of legal framework for mountain specific
rural and agricultural policies.

The sustainable development strategies
and goals for the mountain regions often
stipulating only general measures without
concrete actions in place and clear
budgetary priorities.

Pending negotiation process of posting
candidacy for EU accession.

Environmental
Environmental black spots of Bor and
Majdanpek mines.
Poor environmental management even in
nature protected areas.
Lacking infrastructure - underdevelopment of
sanitary water supply and sewage systems,
and inadequate waste disposal.

Economic
Regional and local development lagging
behind national trends.
Low concentration of private entrepreneurship
Inflexible economy base - (exploitation of non-
renewable natural resources such as copper
and coal in Majdanpek and Bor) and capital-
intensive activities (such as energetic
complex, chemical industry.
Monostructural economy.
Difficulties to transfer innovation (technological
and management) along the chain.
Low investment in innovation activities.
Innovation is founded by public money.
Underdeveloped marketing and
commercialisation of agricultural products.

Social
Inadequate social support network.
Distance from the main transport corridors and
routes.
Low participation in the national employment.
Lack of gender responsive policies.

Opportunities

Nine out of 13 municipalities in the Carpathian
region in Serbia are included in LFAs, which
makes the region open to special regional
development programmes.

Organic and sustainable agriculture and
production of high-quality healthy food have

Threats

Negative demographic trends as key limitation
to the development of the Carpathian region.
Limited mobility and remoteness.

Poaching and illegal fishing, unauthorized
logging, and illegal construction.




realistic prospects and should form the future of
agriculture.

Rich agricultural and food heritage of the region
that could be used to identify and promote
typical, traditional and products with protected
geographic indication.

Proximity to river Danube and Paneropian
transport Corridor VIl as strategic waterway
through Europe.

Medicinal herbs and various NTFP that are
specifically abundant.

Rural tourism; nautical tourism; mountain
tourism.

INSTITUTIONS

Strengths

Improved institutional support to business
initiatives through training, advisory services
and information related to business set up,
financing and marketing.

Development of local economic support
institutions such as the first business incubator
in Serbia developed in Knjazevac (outskirts of
the Carpathians in Serbia) as well as SME
regional agencies exist in four centres: Negotin,
Knjazevac, Bor and Zajecar.

Ongoing and already implemented programmes
building capacities of for local institutions and
governance.

Ongoing municipal financing and institutional
reform.

Good public-civil sector partnerships in
providing social services through programmes
such as Social Investment Fund, monitoring of
implementation of PRS.

Weaknesses

Weak political drive and commitment to

sustainable development both on strategic and

operational levels.

Low cross-sectoral cooperation.

Lack of capacity, staffing and ability to fulfil
new tasks of central and local government.

Weak local institutions and undeveloped local

infrastructure.
Slow decentralization process with lacking

meso level (regional) development institutions.

Lack of professional organisations.

Underdevelopment of support and promotion
structures (advisory service, inaccessibility of

these areas, slow information dissemination)
in many cases are directly related to low
interest or low number of applications and
funds distributed.

Weak management skills.

Low use information technologies.

Lack of institutional infrastructure for regiona
development.

Opportunities

Available donor funding for capacity building
programmes.

Establishment of Farm Registry and Integrated
Administrative and Control System (IACS) Farm
Accounting Data Network (FADN).

Threats

Inadequate social support institutional netwo
Low inter-country level of regionalization.
Shortcomings in the institutional structure an

its overall inconclusiveness of monitoring and
auditing procedure are coupled with a lack of

evaluation practices.
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PROCESSES

Strengths

Emerging partnerships between public, private
and civil sectors (LEAP developments, Social
Investment Fund initiatives).

Decentralization process (as well as fiscal
decentralization) is underway.

Mesne zajednice (local community
organisations) are in bad state (management

Weaknesses

Ineffective control system and low compliance

to existing legal framework.

Weak communication channels between
institutions, public service providers,
beneficiaries, and citizens.

Low intersectoral coordination and
cooperation




and infrastructure wise) BUT could be potential
for wide participatory involvement of rural
population.

Few citizen organisations, few farmers groups.

Opportunities

Involvement in regional projects (Danube region
21).

Gradual introduction of Good Agricultural
Practices.

Threats

No clear rules on monitoring and evaluation of
rural development programmes, measures or
projects.

Insufficient response to curving regional
disparities.

Civil society involvement is almost exclusively
financed from external donor sources.




6. Conclusions and recommendations

The development potentials of the Carpathian region in Serbia are mostly based on great natural
resources. They include vast deposits of ore and minerals, hydroelectric potentials, significant wood
resources, favourable conditions for development of agriculture, good conditions for upgrading of
tourism, valuable historical heritage, etc. Negative demographic trends, coupled with weak local
institutions, undeveloped local infrastructure and inflexible economy base are seen as key limitations.
The region faces low levels of local and foreign investment, high unemployment rate caused by the
closing of key industries, lack of economic connections with neighbouring countries Romania and
Bulgaria.

Taking into consideration the complexity of the mentioned issues, there should be a new approach to
development that would encourage rural actors to:

Preserve and enhance natural and cultural heritage
Reinforce the economic environment in order to create jobs and preserve human presence
Improve the organisational capabilities of the communities.

Principles of integrated rural development could be potentially recommended as an alternative method
to define and implement rural development measures and policies, joined by principles of community-
based and people-centered development. Such an approach would have the following advantages
over the existing SARD-M policies analyzed in the document, and could serve as recommendations
for improvement.

Multi-sectoral approach, based on networking and co operation . Unlike the current situation
when coordination among ministries and stakeholders is random and without a proper structural
framework, it is necessary to move away from pure sectoral approach, and increase interministerial
coordination and exchange in order to achieve more partnership based and integrated,
multidisciplinary approach to sustainable rural development. The Carpathian Convention could give
good guidelines for multisectoral framework to be taken in consideration. It is expected that the
Convention will be ratified shortly in order to point a path for integrating existing strategies
(economic and regional development strategy, agricultural, tourism, poverty reduction) as well as
those in preparation (biodiversity conservation, NEAP, rural development plan) in the joint policy
framework and action plan for the Carpathian region in Serbia.

Bottom-up approach, public dialogue and involvement of socio-economic partners  could be
seen as essential for the improvement of decision-making processes related to RD programming.
Existing development strategies at the municipal level should be used to prepare analysis and
programs for rural development on their territory.

Improvement of physical and social infrastructure . including roads, power, water and
telecommunications as well as quality of basic education and health provisioning in order to
increase quality of life.

Support to rural economic diversification - employ existing economic support structure to rural
entrepreneurship through involving (support to SMES) in the activities related to the start-up and
business management, considering the specifics of the territory, resources, social constructs like
gender and mentality, etc. Modify rural grant support of the Ministry for Agriculture to address the
needs of small mixed farms that are predominant in the mountain areas.

Combine current (RD measures 2007) focus on marketization, export promotion,
commercialization, stronger and larger farms by introducing new support lines for grassroots
rural innovative initiatives.

Strengthen support to agricultural product developm ent like product quality improvement,
geographic denominations of origin, value-added products, by establishing information and
advisory services and rural innovation support centres. This would in the long-term help to make
the support measures functional rather than declarative (considering the statistics of marginal
budgetary spending on these measures).

Strengthen regional resource management -  assess and carefully plan the use of resources for
economic activities in the Carpathian in Serbia - fishery, mining, renewable energy, agriculture,
timber and non-timber forest products, as well as services to be provided - tourism, trade, crafts
and production.

Reform existing extension network and establish rur al development advisory.



Introduce systematic long-term capacity building plan.
Strengthen data collection system, introduce obligatory monitoring and evaluation for policies and
programmes.

General recommendations

Increase awareness and understanding of values, specifics and vulnerability of mountain regions
as well as need to design specific policies for fostering their development, initiate integrated policy
response to mountain development in one strategic document.

Design economic (possibly tax) incentives for small entrepreneurs in mountain zones under certain
criteria.

Strengthen control of environmental impacts and compliance to existing legal documents.

Promote cross-border cooperation in the Carpathian region (within Euro region 21).

Enhance decentralization of governance.

Increased focus on contextualized development.

Continue with ratification and signing of major MEAs where Serbia is lagging behind.

Mobilize and support rural population for organising associations and groups and creating networks
to express interests and attain political empowerment.
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. Alesandra Doslic

Nebojsa Robajac

Jovan Angelus

Institute for Nature Protection
Vesna Vandic

Sasa Nestorovic

Joerg Lohmann

Regional Centre for Development
Dragan Randjelovic

. Marina Todorovic, Dragana Miljanovic
. Suzana Djordjevic Milosevic

. Lidija Acimovic

. Sladjana Babic

. Miroslav Tadic

Directorate for Environment Protection Ministry of
Science and Environment, Focal point for
Carpathian Convention

CERI

NGO Ekolibri Bionet

Tourist organisation Donji Milanovac

National Park "Djerdap"

IUCN SEE

Timok Krajina Region

NGO Young Researchers of Bor

Geographical Institute "Dr Jovan Cvijic"

Assistant Minister, MAFWM,
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