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EMPOWERMENT OF WOMEN’S STATUS IN THE RURAL
SURROUNDINGS THROUGH SELF-EMPLOYMENT

Aleksandra Vujkol, Goran Maksimovié®

Abstract

To enable the more empowered and become independent in their goals,
women have established some associations (Self Help Groups). Women in
these groups find out that if they pool their resources together they can
radically change their lives and the lives of their families and communities,
so contribution of women in self-help group has a role as opportunity
structure which empowers women economically and socially. The aim of
this paper is to demonstrate the effects of women's empowerment in rural
tourism, as well as a self-help groups (SHG) on female entrepreneurship
and self-employment, with survey research conducted on a sample of 513
women. The results will present a specific formula for women's
empowerment: self-employment as the goal of women's empowerment
directly dependent on the motives for starting a business (22,8%), business
environment (23,6%) and the support of SHG's (53,6%).

Keywords: rural tourism, women’s empowerment, self-employment,
women’s entrepreneurship, self-help groups

Introduction

Social systems and cultures interpret biological differences between
women and men in different ways and summarize them in sets of social
expectations in the form of preferred and acceptable activity and
behavior. Different social establishment, legislations, standards, and
amenities as well as model of social behavior between men and women
determine the range of dominations which certain groups have. Women
can receive such power, if their overall status improves. According to

! Aleksandra Vujko, Ph.D., Professor of professional studies, Novi Sad Business School,
Novi Sad, Serbia (Vladimira Perica Valtera 4, 21000 Novi Sad, Tel. +381 64 914 26
45, E-mail: aleksandravujko@yahoo.com)
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Agarwal (1997) such type of overall status improvement is known as
“women empowerment”. The empowerment of women is one of the most
important issues in the process of emancipation of women (Agarwal,
1997). According to Rao (2011) “women's empowerment is the process in
which  women individually and collectively become active,
knowledgeable and goal oriented actors who take/or support initiatives to
overcoming gender inequalities” (Rao, 2011). Hence, women's
empowerment initiates a strategy to realize gender equality (Floro-Maria,
1995; Reddy, Galab & Rao, 2003).

The empowerment of the women is the strongest expressed through various
associations of women (Self Help Groups — SHG). Association in the SHG
has enabled women to gain greater control over their life (Hashemi, Schuler
& Riley, 1996; Orser, Riding, & Manley, 2006). Membership in such a
groups gives women the “the state of being able to see or be seen” and
provides them a sense of control over their lives.

The SHG has paved attention on skill improvement, facilitating invention,
gaining access to credit from financial institutions for micro
enterprises/projects, inculcating of frugality: and supervision of credit for
the economically destitute sections of women. Study investigates the effect
of the SHG on female entrepreneurship and self-employment. The concepts
of empowerment have overlapping dimensions, particularly in the context
of women's entrepreneurship and self-employment.

In this paper, the formula for women's empowerment will be obtain, that
is, with the help of research results arrive at the data what it is to women
members of SHG's needed as an incentive for starting your own business
and self-employment. The survey was conducted on a sample of 513
women, members of 32 different woman assets (SHG), from 25 locations
on the FruSka Gora Mountain (Northern Serbia). It has been concluded
that the most important factors that influence female empowerment are
the motives, the business environment and the impact of the SHG in the
form of support.

Further, the results have shown that women members of the SHG are very
empowered. More precisely, this empowerment can manifest itself in the
form of starting your own business in the field of handicraft souvenir
production and rural types of tourism (e.g. agritourism, cultural tourism,
eco-tourism, etc.) and that is actually the greatest significance of the SHG
in informative financial support.



Literature review
What is women’s empowerment?

Over the past two decades the issue of women empowerment has evolved
(Kabeer, 2005; Narayan, 2002). Moreover, Kabeer skilled her argument
by suggesting three interrelated dimensions for women empowerment: (1)
access to resources, including preconditions; (2) agency, including
process; and (3) achievements, including outcomes. It is important to
know that “women’s empowerment” commonly commence with an
attempt to understand how and why women are tyrannized and “not
empowered” (Bhatt-Datta & Gailey, 2012). Moser (1991) defined women
empowerment as: “giving women the right to determine choices in life
and to influence the direction of change through the ability to gain control
over crucial material and non-material resources”.

Osirim (2001) suggested that “social well-being, self-esteem, and
autonomy coupled with the striving for or achievement of economic
independence” all define empowerment for women. In considering
definitions of the term, it can be concluded that Women’s empowerment
is the process (Seguino, 2000; Soroushmehr, Kalantari, Fami & Sarani,
2012) by which the womens gain greater control over their lives. It means
greater self-confidence and “backbone” for their ideas and creativity
(Batliwala, 1994). Mosedale (2005) exposed that empowerment has four
aspects: firstly, to be empowered one must have been disempowered;
secondly, empowerment cannot be bestowed by a third party; thirdly,
definitions of empowerment usually include a sense of people making
decisions on matters which are important in their lives and being able to
carry them out and finally, empowerment is an ongoing process rather
than a product. According to Hashemi and Schuler (1993), the dimensions
of women’s empowerment include: sense of self and vision of future,
mobility and visibility, economic security, decision making in household,
ability to interact effectively in public sphere and participation in non-
family groups. There is a general attitude that women’s empowerment is a
course that is manifested in more than one direction.

One of the most important forms is women’s absolute wellbeing, where
women’s empowerment is seen as the process of improving the prosperity
of women and girls (Ali & Hatta, 2012). At the end, The conclusion is
that women’s empowerment is defined as the achievement of “unwritten
rights” including: education, economic self-reliance, ownership and
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inheritance of property, political participation, and the elimination of all
forms of gender-based discrimination, violence, abuse, harassment, and
exploitation (Harriet & Sen, 2003).

What is women'’s entrepreneurship and self-employment?

The field of entrepreneurship is increasing its theoretical focus on the
unique contributions of women’s entrepreneurs to business and society
(De Bruin, Brush, & Welter, 2006; 2007). Women's entrepreneurship is a
multidimensional phenomenon, which can be accessed from different
angles: from the perspective of women's activism, when it is seen as a
way that women activate resources in favor of women themselves (Calas
et al., 2009); from perspective of economic development, when treated
like the way it is possible to activate women's resources, particularly in
the area of small and medium-sized enterprises (Heilman & Chen, 2003;
Hania, Rachmaniaa, Setyaningsiha & Putria, 2012); from the perspective
of social policy - when the strengthening of women's entrepreneurship
aims to achieve a reduction of women unemployment, especially women
from the middle generation who are in the process of transition at high
risk of losing jobs (Godwyn, 2009); and from the perspective of ensuring
sustainable development, by the fact that women's entrepreneurship can
be seen as a way to harmonize economic development with
environmental and social development, through socially responsible
business (Markantoni & van Hoven, 2012).

Analysts have also raised questions about why microfinance programs
target women, and why in some cases women exhibit higher repayment
rates than men (Tassel, 2004). International aid donors, governments,
scholars, and other development experts have paid much attention to
microfinance as a strategy capable of reaching women and involving
them in the development process (Ali & Hatta, 2012). Female
entrepreneurship is most commonly saw from the standpoint of social
welfare, although it is essentially “par excellence” individual strategies of
women's emancipation. Namely, any woman who chooses to be
entrepreneurs, or who has been, is also a woman who realizes herself,
risen its awareness and strengthens.

Serbian Case Study

Serbian society has been described as a patriarchal one. In such a
environment women often lose their self-confidence and become victims
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of social “silent violence” (Ramanathan, 2004). In such a scenario,
entrepreneurship and self-employment can empower women and helps
them to feel important and useful (Calas et al., 2009; Bhatt-Datta &
Gailey, 2012). Women’s entrepreneurship was first mentioned in Serbia
in the first half of the 1990s, in relation to support programs of
international organizations aimed at faster economic and social inclusion
of women refugees. Education for women was organized in order to raise
their awareness about start-up, particularly sole traders and manufacturing
workshops so they could become self-employed and provide for their own
and existence of their families. In the last 10-15 years, things have
gradually changed. The number of women enterprises has increased, and
the structure has changed so apart from traditional “female” activities,
women’s enterprises have appeared in the areas of business which are less
labor intensive, mostly in the area of services, such as ICT, bookkeeping,
intellectual services (financial consulting, human resource management,
education), etc.

The rural tourism in Serbia is a new phenomenon, in which agricultural
workers and people living in rural areas are looking for some alternative
sources of income (Dimitrovski et al. 2014; Vujko et al. 2016; Petrovi¢ et
al. 2017). Rural tourism enterprises are linked to a local/regional
community via purchasing physical material (goods), business services
and employment (Ateljevic 2009). According to Dimitrovski et al. (2014),
rural accommodation is organized according to the type of the rural
homes (fam-based accommodation). Some rural households are on
agricultural land and the owners; rarely stop their work while involved in
rural tourism. The other, more common type, are rural homes not
involved in agriculture, as well as small non-agricultural rural settlements,
which may suggest that agriculture alone is not a necessary factor in rural
tourism growth (Vujko et al. 2017).

Research methodology
Study area

Fruska Gora Mountain is located between 45° 00' and 45° 15' north latitude
and between 16° 37' and 18° 01' east longitude. It is a Mountain in the
northern part of Srem District (South-western part of Vojvodina Province in
Northern Serbia), i.e. south-eastern periphery of the vast Pannonian Plain. It
has a total surface area of 21,500 km”, which makes 24.3% of the whole
territory of the Republic of Serbia (Purdev, Arsenovi¢ & Dragin, 2010).
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Since this part of Vojvodina is situated between the Danube and the Sava
rivers, this means that Fruska Gora Mountain is situated in Srem, mostly in
Serbia, with only a small part, in the far west, situated in Croatia (Bukurov,
1978). In its west-east direction it has the length of about 80 km. This low
island type mountain, with the peaks Crveni ot (539 m), Orlovac (512 m),
and Iriski venac (490 m), represents a mountain with a special benefit for the
development of sport and recreational tourism (Jovi¢i¢, 1962; Mili¢, 1973;
Vuyjko, Plavsa; 2010; Vuko et al. 2017). Fruska Gora Mountain is
proclaimed as a national park in 1960, as the first national park in Serbia.

Sources of data and methods

The survey was conducted on a sample of 513 women in 25 rural settlements
on Fruska Gora Mountain in which there are 32 women's associations. The
associations are formed mainly in the period from 2000 to 2012, in order to
empower women within the association in both economic and social terms.
The associations usually numbering about 30 members of different ages and
education. They are involved in humanitarian work and activities in the field
of culture and handicrafts (making of handicrafts and food products,
souvenirs). Participating in gatherings, fairs and other events in connection
with the preparation of food and other products of women's handicrafts. The
rural settlements involved in this research are: Cerevi¢, Banostor, Lug, Irig,
Rakovac, Susek, Jazak, Neradin, Vrdnik, Adasevci, Bacinci, Berkasovo,
Biki¢ Do, Erdevik, Gibarac, Ilinci, Jamena, Kukujevci, Ljuba, Molovin,
Morovi¢, Privina Glava, Sot, VaSica and Visnjicevo. All the interested
female respondents in the observed villages participated in the survey. The
only condition was that their domicile address was in the researched villages.
The poll was anonymous, i.e. the names of the examinees were not relevant
for the selected data. The examination of the target groups was done with the
technique “face to face” interview.

Involvement in the Self Help Groups has enabled women to gain greater
control over resources like material possession, intellectual resources like
knowledge, information, ideas and decision making in home, community,
society and nation. Control over resources leads to the satisfying of
different needs, and characteristics of satisfying the needs are shaped the
lifestyle and determine the quality of life. Thus, empowerment means
moving from a position of enforced powerlessness to one of the power. In
order to test the hypothesis H that self-employment is an ultimate goal of
women’s empowerment and to determine what would be an adequate
incentive for women to establish their own enterprises (setting the
specific formula), it was necessary to answer to the specific questions and
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to set certain low-level hypotheses. One of the most important questions
that needed to be answered is: What are the factors that influencing on
women empowerment? And to answer it, three low-level hypotheses were
formed: hl — on women's empowerment to starting their own business
largely influenced "care for others" motive; h2 — on women's
empowerment to starting their own business is mostly affected the lack of
initial capital as part of the business environment and h3 — on women's
empowerment affects support of SHG's. In addition, if any of these
factors affect the empowerment, the paper sought to verify to what extent
they affect. Emphasis is placed on the support of the SHG's to women's
empowerment. In order to test the low-level hypothesis h3, it was
necessary set up a few more low-level hypotheses: h4 — women members
of the SHG's are empowered; h5 — women members of the SHG's are
empowered to start their own business in the field of handicraft souvenir
production and rural tourism; h6 — The greatest significance of SHG's is
in the information and financial support. The study exposes the facts
based on survey method.

The study attempts to measure the empowerment of women. Numbers of
513 women were interviewed for this study, and their qualitative responses
provide the basis on which we deduce our research findings (Eisenhardt &
Graebner, 2007). An interpretive approach to the women’s answers was used
to help define the meaning of “empowerment” in Serbia. Through the
interview process and document analysis, we sought to better understand
how the women felt about their own empowerment (Calés et al. 2009; Bhatt-
Datta & Gailey, 2012). These empowerment scores and dimensions scores
have been used for further analysis. After analysis, inferences as to
empowerment of women, relationship between variables and role of SHGs in
women empowerment have been made. In the process, the hypotheses have
been tested.

Results and discussion

Regarding the age structure of the women survey, the largest percentage
of them (202) 39,4% was aged from 26 to 35, followed by (156) 30.4%
over 56 years of age, followed by aged from 46 to 55 (92) 17.9%, aged
from 36 to 45 (51) 9,9% and the lowest participants were aged from 15 to
25 (12) 2,3%. The largest percentage of them (360) 70,2% was with high
school education, followed by (83) 16,2% with university degree, (21)
4,1% with college, (45) 8,8% with elementary education, and (4) 0.8%
with MSc/PhD degree. The paper deals with data related to family status
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of women and their achievement as parents. The study showed that the
(396) 77,2% women are in marriage status, (58) 11,3% women are not in
communion, (48) 9,4% are divorced and (11) 2,1% are widows. Thus, the
study showed that the (430) 83,8% of women are parents, and (83) 16,2%

of women has no children.

Table 1. Results of interview

Attachment 1. What was your motivation to found your own

enterprise?
Frequency | Percent

Care about others. 269 52.4
The pursuit for achievement. 50 9,7
Higher degree of freedom and independence 98 19,1
Dissatisfaction with previous work (working 83 16,2
location, co-workers, working conditions).
Something else. 13 2,5

Total | 513 100,0
Attachment 2. How do you see the business environment in Serbia?
Women have greater responsibilities in the family | 43 8,4
and in the upbringing of children.
The problem is the lack of initial capital. 393 76,6
Unfavorable attitude of the social environment for | 33 6.4
the woman who enters business.
The problem of the marginalization, humiliation | 26 5,1
of women and sexual harassment.
Disadvantages come from high levels of 18 3,5
corruption and strong male network.

Total | 513 100,0

Attachment 3. Do you feel empowered as members of self-help
groups?

Yes. 497 96,9
No. 10 1,9
Do not know. 6 1,2

Total | 513 100,0




Table 2. Results of interview

Attachment 4. In which areas is the strongest empowerment?

Humanitarian work and care for the local community. | 18 3,5

The food preparing. 17 3,3

Cultivation of traditional crafts and make handicrafts. | 334 65,1

Dealing with ecology and environmental 28 5,5

improvements.

The focus on rural tourism. 95 18,5

Agricultural activities: products are made from herbs, | 11 2,1

dried herbs for tea, make brandy, produced tinctures.

I do not feel the support. 10 1,9
Total | 513 100,0

Attachment 5. Would you have started your own business and what

would you do?

I would like to dealt with the production of 80 15,6

embroidered items.

I would like to like to deal with the production of 104 20,3

souvenirs.

I would like to dealt with the weaving and 76 14,8

crocheting.

I would like to dealt with the production of jewelry. 91 17,7

I would like to dealt with the development of 31 6,0

traditional clothing and footwear.

I would like to dealt with the products from plants. 25 4,9

I would like to dealt with the rural tourism. 98 19,1

No. 8 1,6
Total | 513 100,0

Attachment 6. What is the essence role of the Self-Help Groups?

Organization of gatherings, fairs and other 47 9,2

manifestation.

Participation in projects. 64 12,5

Providing information on loans and other financing 212 41,3

conditions.

Provide the documentation required to start a 57 11,1

business.

Empowerment through education and organizing 76 14,8

forums.

The possibility of a common selling in the market. 49 9,6

Do not know. 8 1,6
Total | 513 100,0




Motives

The balance of biological functions in the human body is referred to as
hemostasis (Woods & Wilson, 2012). Any deviation from this equilibrium is
manifested in behavior as the need to establish a balance. This leads to
activities focused on the satisfaction of certain needs. In everyday speech,
there are many terms that are related to the startup of activities. The most
general concept is the “motive”. Other terms are need, desire, aspiration,
intention etc. The results seen in Table 1 (Attachment 1) show that the most
common reason for starting your own business was the motive "care for
others", which implied that women enter entrepreneurship to be able to do
something for her family (Jain & Joy, 1997; Tatzel, 2002), usually children
(52,4%). In addition to financial motivations, very important was the
motivation that is related to self-realization (Dur & Glazer, 2008), i.e.,
proving their capabilities (higher degree of freedom and independence —
19,1%). Unlike previous motives, which the most important was the urge to
"have" to help others, this motif runs a woman in the fulfillment of their
human essence. The self-realized people are "what they are" and not "what
they have". So, the analysis of the data confirmed lower-level hypothesis h1 -
to the female empowerment of starting your own business is mostly
influenced by motives of "caring for others". According to the women thanks
to which the research was conducted, “Motive” in their decision on whether
or not to establish their own business, affects with the percentage of (22,8%).

Business Environment

Women have generally opted for those jobs that did not require an initial
capital. Research has shown that women do not have enough information
about loans, even other information necessary for the start-up businesses. In
general, a very small number of women had personal assets that they can
invest in the business. That should see the reason of the women emphasized
the interest in the possibilities of various types of support and assistance,
which appear in various institutions such as SHG. The research has shown
that women have several obstacles for the development of their own
business, and all these obstacles proved to be the typical problems of
women in business (Shabbir & di Gregorio, 1996; Heilman & Chen, 2003).
The results seen in Table 1 (Attachment 2) show that on starting their own
businesses affects the business environment in several ways. The first factor is
the lack of initial funds to start a business (76,6%). Another factor was that
women in Serbia still have an increased commitment to family and child-
rearing (8,4%). Third is the unfavorable attitude of the social environment
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towards women that enters in business (6,4%). This one reason was cited more
often among the women from smaller towns, because there is more feeling.
Another reason given is the ratio of male counterparts in the business world
that is often expressed in terms of marginalization, denigration of women and
sexual harassment (5,1%). In addition to the patriarchal system, disadvantages
come from the high levels of corruption and strong male network (3,5%). All
these data confirm the low-level hypothesis h2 on women's empowerment in
starting their own business largely are affected by the lack of initial capital as
part of the business environment. According to the women thanks to which the
research was conducted, “Business Environment” in their decision on whether
or not to establish their own business, affects with the percentage of (23,6%).

The support of the SHG

This self-help group proposes a production of job such as manual
production of handicrafts: weaving, crocheting, embroidery, knitting,
jewelry, figurines and magnets of plaster, dried herbs for tea, make
brandy, produced tinctures, make the cakes, etc. Once the business is
approved by the group, one third of financing sources are matched
together. Most groups don’t have offices or assets; they operate and meet
in members’ houses. They know each other better and and support
themselves. It is noticeable that these groups have almost familial
relationships amongst members. The advantages of such relationships are
the opportunity for collective women’s identification and sharing
individual experiences. The results seen in Table 1 (Attachment 3) show
that 96,9% of women feel very empowered as a member of the SHG. The
analysis of the data confirmed lower-level hypothesis h4 that women
members of the SHG are empowered.

The results seen in Table 2 (Attachment 4) show that the empowerment of
women in the SHG are the most intensive in nurturing of old crafts and
making handicrafts (65,1%). This information is very important because it
indicates to the possibility that most women can use in the process of self-
employment (Swanson & Timothy, 2012). This is supported by the data
from Table 2 and Attachment 5, according to which 79,3% of women
would begin their own business in the field of production of some form of
handicraft and souvenir production, while the 19,1% of women would be
engaged in rural tourism. Women would usually decide to start their own
business in the following areas: production of souvenirs (20,3%), rural
tourism (19,1%), hand-making of jewelry (17,7%), making and selling of
embroidered things (15,6%), making and selling of knitted and crocheted
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things (14,8%), traditional production of footwear and clothing (6,0%)
and making the products of medicinal plants (4,9%). These data
confirmed low-level hypothesis h5 that women members of the SHG
empowered to start their own business in the field of handicrafts, souvenir
production and rural tourism.

The results seen in table 2 (Attachment 6) show the role of the SHG in
women's empowerment. It can be seen that the members of the SHG
perceived these institutions as places where they can get adequate
information and financial support for their start-up (41,3%). This is very
important because it directly abuts on the low-level hypothesis h2 (Table
1, Attachment 2). So, this data confirmed low-level hypothesis h6 that he
greatest significance of the SHG lies in the information and financial
support, and the confirmation of the hypothesis h4, h5 and h6, was the
confirmation of the hypothesis h3 that to the female empowerment affects
support of SHG's. According to the women’s opinions, thanks to which
the research was conducted, “the support of SHG's” in their decision on
whether or not to establish their own business in percent is 53,6%.

Conclusion

The importance of economic empowerment of women and the benefits
that flow from it are undisputed, from the perspective of women's rights
and from the standpoint of economic growth and productivity. According
to Anderson & Eswaran (2009) female autonomy is defined as the ability
of women to make choices/decisions in a typically male environment
(Anderson & Eswaran, 2009). The Importance of women's empowerment
is reflected as the vital issues in the progression and political seriousness
of countries, all over the world. Women's empowerment can become a a
powerful political tool that determined the existing power structure
(Soroushmehr, Kalantari, Fami & Sarani, 2012; Swanson & Timothy,
2012). The true attitude of the state is visible through education. Without
education women can't starting self-employed businesses (Calés et al.,
2009). Patriarchal society can indirectly foster employment barriers for
women (Seiz, 1991; Bhatt-Datta & Gailey, 2012).

When it comes to the business environment, research has shown that it
contains a series of unfavorable conditions for the development of
women's entrepreneurship, as well as the entrepreneurs often perceive it
as an unsupportive environment for entrepreneurship. Namely, in addition
to the unfavorable economic conditions, who follow the trends of delayed
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and difficult transition in Serbia, and a few years ago, by the global
economic crisis, as an aggravating circumstance for women's
entrepreneurship there are also significant gender inequalities which act
as barriers when entering entrepreneurship and later, in management and
business development. It is therefore not surprising essentially
unfavorable perception of the business climate among entrepreneurs in
the sample survey: 76,6% of women entrepreneurs believe that in Serbian
are hard to start a business due to lack of financial capital. In addition to
education disadvantages, one of the most difficult challenges that many
women face when they start or expand business is the balancing of their
business responsibilities with their household responsibilities.

Although the final goal may be for household responsibilities to be shared
between men and women in the household, this sharing never happens in
the short span of time. In many cases, women's business remains small
and concentrated in less profitable ventures due to time constraints (Suja,
2012). So, the mission of women empowerment in women's assets and
associations is that members of the group present positive examples of
female entrepreneurship, and the goal of this is self-empowerment of
women and starting their own businesses. In her oft-cited article on
measuring women’s empowerment, Kabeer (1999) suggests a key
element of empowerment is the “ability to make choices.”. But, there is
one important distinction between increasing a woman’s social
opportunities or choices and ensuring that a woman really is able to make
her own choices. What is clear is that women around the world are
creative and hardworking, and they will find ways to gain access to the
resources they need to care for their families. This confirmed the main
hypothesis H da self-employment is the aim of women’s empowerment.
All this has fostered a kind of formula for women's empowerment which
was the goal of the paper: self-employment as the ultimate goal of
women's empowerment directly dependent on the motives for starting a
business (22,8%), business environment (23,6%) and the support of
SHG's (53,6%).
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CHALLENGES ON FINANCING RURAL FARMS AND RURAL
DEVELOPMENT IN ROMANIA AND SOME EUROPEAN
COUNTRIES UNDER SUBSIDING PRESSURE

Andrei Jean Vasile', Iuliana Denisa Radulescu’

Abstract

Rural policy is a basically element in supporting the development of the
European rural communities from a multiple perspective. The evolution and
transformations of the rural areas under the influence of the agricultural
policy determines the development of a specific agricultural model, in which
the financing policy is a modulating instrument for designing the new rural
configurations. Starting from the assumption that rural communities have
significant weight in contemporary economies, rural policy and rural
development analysis is highlighted as an objective necessity. In the larger
context of understanding the rural areas transformations, the main objective
of the paper is to analyze the challenges of financing rural policies and rural
farms in competitive economies from a Romanian perspective, as evidenced
by the effect of funding and support policy on rural communities.
Understanding the challenges on financing rural farms and rural
development in competitive economies may represent a starting point in
defining and developing specific policies to support rural communities in
their way to increase comparative advantage.

Key words: farms, rural development, financial instruments, CAP, subsidies
Introduction

Rural economy, despite of numerous and changes, both as structure and

orientation, represents one of the basically components of the

contemporary free market economies. The massive transformation of the
European agricultural model, under the effects of Common Agricultural
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Policy reforms and paradigm orientation, has generated new fluxes of
resources, in and out, from rural communities (Cortignani et al., 2017;
Anghel et al., 2017; Kowalczyk, 2016; Barnes et al., 2016; Andrei et al.,
2015), creating new approaches in understanding rural economy and its
role in generating the economic performance and competitiveness. In this
context, during the recent years, agriculture has increased its role and
importance as economic branch, not only for rural communities, but also, as
strategic component of the national economy. As (Matei et al., 2010) argues,
agriculture develops dimensions and correlations with and under the climate
change influences, accelerating new paradigms™ development.

Establishing and substantiating a functional financing mechanism for
rural communities which consistently supporting the rural economy as a
whole is decisive in the context of an increased diversification of the role,
importance, location and effects of the modern rural economy. In this
context, the implementation of a general framework for harnessing the
potential of rural communities juxtaposed to the diversified potential of
rural economies in the EU area implies a massive reform in funding
mechanism by promoting new solutions, prioritizing financing needs and
applying viable local resource allocation criteria. A proper rural
development is tightly connected to the farm development and functionality
in the rural communities. As was argued in literature (Smedzik-Ambrozy
and Majchrzak, 2017; Jane Dillon et al., 2016; Andrei et al., 2014), the
development of the farms represents a proper indicator in valuing the rural
potential. Analyzing the rural development and the rural economy
development could not be realized without understanding the financing
mechanism of the rural farms on its whole complexity.

Rural development is by definition a vital component, and also, an
equally responsibility of rural communities, for which, it is necessary to
define and build a diversified and sustainable financing model, which can
be integrated at national level. The complex role that rural communities
have in shaping and sustaining the local cohesion emphasizes the need to
integrate the funding for the realization of their goals, which are
increasingly and more diverse for the local rural communities which are
often increasingly territorial and needs more financial resources. In this
approach, promoting an integrated local development for rural
communities may represent a working solution for contemporary rural
economy. An integrated local-rural development involves a more
profound mobilization of rural resources and stimulates the active
participation of different stakeholders, offering the possibility of
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identifying and capitalizing local potentials at a much higher level than in
the classical approach. As argued in literature (Vance, 2017; Fink , 2017;
Salemink et al., 2017; Bock, 2016; CES, 2017), for most of the rural
communities there is a lack of examples of real and functional models
that can be used as pilots in promoting the financing of sustainable rural
development and income-increasing effects rural population. Capitalizing
the potential of rural communities involves articulating, both the various
policies addressed to rural communities, as well the actors involved at
local level. Rural communities as beneficiaries of rural development
policy under the CAP financing or under the various instruments to
support local cohesion often fail to identify the appropriate funding needs
and promote the most profitable developmental opportunities.

The need for tools and financing mechanism modernization of the rural
communities presumes the necessity of diversifying the potentials to be
exploited and for which the existing instruments have proved their limitations or,
as the case may be, their incapacity. The rural development policy funding
mechanism has not always managed to focus on the real needs of financing rural
communities, and rural communities have failed to mobilize and implement
feasible ideas with large addressability to the local groups. A multiphase
approach of sustaining rural and local communities could be achieved as it is
presented in (CSE, 2017) by using community-led local development (DLRC)
for integrated local and rural development. In fig.1 is presented the integrated
approach promoted at EU level on community-led local development (DLRC)
for integrated local and rural development.

Figure 1. Community-led local development (DLRC) for integrated local
and rural development
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Source: authors’ captation from CES (2017)
Developing a functional financing mechanism for rural communities

implies both developing a working strategy in valuing rural farms’ potential
doubled by reconsidering the subsidizing mechanism through the Common
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Agricultural Policy (CAP) futures. Rural development and the rural
communities are partner vectors in achieving a well functional rural
economy. Understanding the transformations of the rural communities
under the new CAP paradigm may provide a further step in dimensioning
the role of agricultural farms in rural economy. Also, the structure of
financial dimension of the farm’s outcome is heavily depended of financial
subsidies allotted through the agricultural policy mechanism.

Subsidizing agriculture is an effective tool for harnessing agricultural
potential and promotes rural communities development, and farms and
farmers are instruments in ensuring sustainable economic growth and
improving the rural economy functionality. The level of direct financial
support for funding the farm and supporting farmers" incomes contributes
to the aegis of ensuring a level playing field between European farmers
and it favoring the balanced development of national rural areas.

The European agricultural model has developed over time as means for
capitalizing the agricultural potential the sustainable family farms
developments, which have become income securing vectors for the rural
population. The CAP provides financial support for developing and continuing
the activities of family farms, cooperatives and agricultural societies that have
become sustainable exploitation patterns in rural communities.

he system of subsidies and other direct payments to farmers designed
under the pillar I of the CAP contributes significantly to shaping the rural
areas and the agricultural production. Although, greening the CAP has
also helped to improve and select financial support beneficiaries, and in
this context, the reorientation towards sustainable agricultural production
must be a viable direction for defining the European agricultural model.

As it is reviled in some European Commission documents (CES, 2017a)
in the current structure of the functioning and implementation of the CAP,
30% of payments under pillar one are linked to greening and 70% of 15
statutory management requirements and five standards on the good
agricultural and environmental conditions to be met in order to benefit
from these payments. (CES, 2017a). This situation is a solid argument in
understanding the role that direct financial support and financial support
measures have in achieving the functionality of the rural economy.
Taking into the consideration all the remarks previously exposed, the
paper is structure on two main directions. First is concerned to the
subsidized agriculture and the structure of the farm value creation and its
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structure in some EU countries with a close similarities to the Romanian
agricultural sector and the second is dedicated to the evolution of the
agricultural and farmers’ income and tot the labor development.

Subsidized agriculture in some EU countries, in 2007 and 2015

Agriculture, as the main economic branch in rural areas, has faced massive
transformation of the rural economy under the pressure of new CAP paradigm.
Agriculture, in modern economies provides more than food and feed for
livestock is multifunctional and influence the rural life on numerous aspects.
Farmers are often faced with a dramatic decrease of the rural economy and finds
difficult conditions in valuing the agricultural land. The rural areas have lost
population, especially young people, and a need for revitalization of rural space
and farms is necessary in the conditions of adaptations to the new conditions of
economic competitiveness. In this context, sustaining farmers and agricultural
activities through subsides can be a viable economic and social solution,
stimulating the generation of added value in the rural economy.

Agricultural subsidies had represented for a long period functional
instruments in orienting the agricultural production in EU-28. Subsiding
the agriculture has proved to be a determinant policy in stimulating both
the agricultural production and the development of the rural areas and
communities. As Green Jesuit notices in his essay “in spite of its immense
expense, farmers throughout Europe are deeply unhappy with the CAP. It
is significant that even though the average UK farm receives over half its
income from CAP subsidies, farmers in England and Wales voted
overwhelmingly in favor of BREXIT”(Jesuit, 2016).

Developing agriculture through CAP specific financial instruments must
focus on ensuring an appropriate level of income for European farmers in
order to enable both a decent living conditions and the sustainable
development of their farms. At the same time, the diversification of rural
activities, especially of non-agricultural ones, requires adequate financial
support for the development of social, ecological agriculture and the
deepening of its multifunctional character in rural space. Subsidizing
agriculture must have the effect of creating a sustainable agriculture that
promotes the smart development of rural communities. In table 1 is presented
the agricultural subsidies in some EU countries’, in 2007 and in 2015.

? For this study the authors had chosen besides Romania, its neighbors (Bulgaria and Hungary)
and Poland as country with an agricultural sector structure almost similar to the Romanian one.
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Table 1. Agricultural subsidies in some EU countries, 2007 and 2015
(Standard Output)

Country Bulgaria Hungary Poland Romania

2015 2007 2015 2007 2015 | 2007 | 2015 | 2007

Year
Total subsidies - excluding
on investments

10488 1727 15978 12963 5189 | 4028 1213 | 2119

Total subsidies on crops 670 21 513 2287 318 61 1 50
Total subsidies on livestock 935 55 1189 474 463 0 98 1068
Total “support for rural | 5 0 1165 1802 | 433 | 1019 | 27 0
development

Subsidies on intermediate |, 264 1082 1190 257 82 60 227
consumption

Decoupled payments 5810 969 10694 5498 3583 1459 982 402
Other subsidies 803 384 1297 1283 134 1406 45 373

Source: authors based on FADN, 2017

As 1is presented in table above the evolution and importance of total
subsidies, excluding on investments has dramatic decrees in case of
Romania, despite the fact that for Bulgaria, Hungary and Poland register
positive trends. If in 2007, total subsidies excluding on investments in
Romania were 2119 in terms of Standard Output, eight years later, the
value represented just 57.24% form the initial level. Compared to the
analyzed countries Romania has beneficiate of a low rate of agricultural
subsidies. In 2007 the Romanian agricultural subsidies represent just 16.34%
from Hungarian level of subsidies and 52.60% from the Polish level of
subsidies. At the end of analyzed period the subsidized level of the
Romanian agriculture still register downfalls. In 2015, Romanian subsidies
represent 20.33% from Polish subsidies level and 7.59% from the Hungarian
level of subsidies. The evolution of total subsidies on crops and total
subsidies on livestock is presented in table 2 and table 3.

If in 2007 both Romania and Bulgaria has received no support for rural
development, in 2015 Bulgaria has managed to attract and use financial
founds almost ten times higher than Romania. The other two countries,
Hungary and Poland registered a drop of the values for this indicator. In
case of the subsidies on intermediate consumption all the analyzed
countries, except, Poland has registered minor reductions. The decrease of
this subsidies typology may result as an imperative on improving farm
production under the market competitiveness restrictions. Optimizing the
intermediate consumption contributes on improving the farm economic
efficiency and resources usage.

As for example (Rescia, Del Bosque-Gonzélez, 2017) propose a relatively
functional allocation mechanism of financial compensations for those
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farmers who choose to restore lands as non-agricultural areas. At the
same time, this financial support mechanism that promotes biodiversity in
rural areas and rural communities can help improve farmers' income
levels, making it no longer a factor limiting farm profitability. (Rescia,
Del Bosque-Gonzalez, 2017).

Decoupled payments represent another important aspect in supporting farms
in rural economy. In this case Romania has the same trend of evolution with
all the analyzed countries. This reality is dependent on the active
measurements and intervention in beneficiating the CAP agricultural
financing on greening the agriculture and other policy's specific measures.

On CAP financing by subsidizing measures, significant amounts are allotted
to support crop production as subsidies on crops and subsidies on livestock in
order to value the fundamental dimensions of the agricultural production —
crop production and livestock. In the table below (Table 2) is presented the
level of subsidies on crops in some EU countries, in 2007 and in 2015.

Table 2. Subsidies on crops in some EU countries, in 2007 and in 2015

(Standard Output)
Country Bulgaria Hungary Poland Romania
Year 2015 2007 2015 2007 2015 2007 2015 2007
Total subsidies on crops 670 21 513 2287 318 61 1 50
Other crops subsidies 670 21 513 2287 318 61 1 50

Source: authors based on FADN, 2017

As regards the subsidies on crops in some EU countries, in 2007 and in
2015, it could be noticed a dramatically decrease for all the countries
analyzed. The reorientation of the CAP for supporting directly the
agricultural production to the new measures in greening the policy had a
direct impact on farm production. In this context, the diminish level of
subsidies on crops reflects the new CAP paradigm. The evolution of
subsidies on crops in EU follows the main stream in the field. The farms’
agricultural production was heavily subsidized in the European Union and as
a direct effect it was generated a distortion of the agricultural production. A
need for increasing the competitiveness of the EU agricultural sector was
mandatory in order to survive the world agricultural commerce. As (Helming
and Tabeau, 2017) remarked in their study, the redeployment of Pillar I
financial allocations to coupled agricultural labor subsidies has generated an
increase in employment rates in agriculture, especially in those rural areas
where agriculture was the most predominant activity or labor intensive
farming sectors (Helming and Tabeau, 2017).
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Continuing the analysis regarding the subsidizes in Table 3 are presented
the subsidies on livestock in some EU countries, in 2007 and 2015.

Table 3. Subsidies on livestock in some EU countries, 2007 and 2015

(Standard Output)

Country Bulgaria Hungary Poland Romania

vear | 2015 | 2007 | 2015 | 2007 2015 2007 | 2015 2007
Total - subsidies on | g5 ss | 1189 | 474 463 0 08 1068
livestock
Subsidies dairying 188 35 707 0 0 0 41 45
Subsidies other | 5, 0 270 121 452 0 18 0
cattle
Subsidies sheep & | /s 19 213 97 12 0 35 23
goats

Source: authors based on FADN, 2017

As it can be remarked from the data presented in the Table 3, the total
subsidies on livestock has registered massive increasing during the eight
years period of analysis, except Romania, where the data shows a
dramatically drop of. The subsidies on livestock have stimulated the
farms in valuing superiorly the inland agricultural potential. The rural
areas are facing numerous changes regarding the structure of agricultural
economy. In countries as Romania, the rural population has given up
growing animals, or farms have been reduced in significance due to the
effects of a disintegrated sectored policy. In this context we can explain
the low level of total subsidies on livestock.

Analyzing by component categories of total subsidies on livestock, the
situation is a gratifying one, because in the case of all the analyzed states
there are significant increases. As subsidies dairying, it could be remarked an
important increase, except Romania, where it drops form 45 standard output
units in 2017 to 41 standard output units in 2015. Both subsidies other cattle
and subsidies sheep and goats are follow the positive trends in the field.
Financial support for cattle, sheep and goats are simulating rural animal
breeders and farmers to develop sectorally these components of the rural
agricultural economy. Subsidizing the animal growers to develop and extend
the livestock represented a stimulus measure for diversifying the modality of
increasing gross value added in the field. Romania and Bulgaria, but
especially Romania has experienced a dramatic reduction of the livestock.
The destruction of agricultural farms specializing in animal husbandry has
led to a reduction in livestock, and the rural population has taken over the
animal husbandry most of the time by necessity or subsistence.
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The farm value structure and output in some EU countries

Analysis of the farm value added creation is basically in understanding
the level of rural economy competitiveness. Farms represent important
tools and instruments in valuing the inland agricultural potential in
context of optimal production combination in order to generate revenues.
The value added creation imposes a mandatory knowledge of the level of
all production factors available in rural areas and the availability of
financial instruments in supporting farm development.

The numerous reforms of CAP had affected the financial support
mechanism for the rural farms. In literature exists studies which argue the
inefficiency of CAP mechanism and philosophy in promoting a well
functional rural economics and agriculture on the lack of harmonization.
As (Gorton et al., 2009) critically remarks in their article “the CAP was
insufficiently reformed to accommodate CEE accession effectively and it
represents a failure of the European Union to adjust adequately from an
exclusively Western European institution into an appropriate pan-
European organization.”(Gorton et al., 2009).

The farm net value added and income juxtaposed to family farm income
reflects the efficiency of farm in valuing rural economic potential. As for
evidence, in fig. 2 is presented the structure of farm and family revenues -
value added and income in some EU countries in 2015.

Figure 2. The structure of farm and family revenues - value added and
income in some EU countries in 2015 (2007=100)
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Source: authors ™ computations based on FADN, 2017
As it could be seen from fig.2 the structure of the four indicators -

respectively farm net value added, farm gross and net income and the
balance of subsidies and taxes on investments — is dramatically changed
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in case of all nine countries. The calculus was made taking into
consideration as referential the year of 2007 in percentage.

The evolution of Gross Farm Income reviles positive evolution in case of
majority of the analyzed countries, except there countries — Poland (-
0.04%), Slovakia (-0.03%) and Slovenia (-0.08%). The highest increase
of this indicator is in case of Bulgaria (1.88%). Romania has a small but
positive value of Gross Farm Income of just 0.06%, lower with two
percentages than Hungary (0.08%).

The trend of Farm Net Value Added had demonstrated the vulnerability
of the rural farms to the rural economy changes. The shift of Cap
financing through the first Pillar had impact on the farms® economic
viability. The values demonstrate the dependency of the farms to the
subsidies and other supporting financial mechanism.

Taking into consideration the efficiency indicators as - Farm Net Value
Added / AWU and Family Farm Income / FWU — by adding the labor force
used in farms as employed or family, it is obtain a wider imagine of
economic farm viability. The value added created in rural economy by farms
is heavily depended on labor force usage, as agriculture is labor intensive in
former communist countries as those considered in this analysis. The
evolution of these indicators is relevant in context of promoting sustainable
policies in valuing rural potential by farm exploitations.

Another aspect in order to understand the farm economic viability is the
output indicators. To complete the analysis in fig.3 is presented some of
the farms™ economic effort indicators.

Figure 3. Some of the farms" output indicators in some EU countries in

2015 (2007=100)
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The most significant indicator form fig.3 is the ratio between total output /
total input, because it manages to reflect the effectives of the production
attracted resources usage and the final output. Valuing the agricultural
potential implies highest levels of efficiency and efficacy of available
rural resources.

In case of rural farms the share of intermediate consumption and
depreciation are high and often affects the level of competitiveness of the
farm. In this case, subsidies complete the shortage of agricultural
efficiency and stimulate the farmer to continue production in the context
of optimizing the use of available internal resources. The low level of
economic efficiency in farms caused by agricultural production is due
largely to the relatively low market value of agricultural products
compared to the industrial ones and to the labor-intensive nature of
agriculture. As is described in literature (Martinho, 2017; Vrolijk et al.,
2010), the farm productivity and viability is strictly connected by the
balance of employed production factors and their availability. Developing
and maintaining comparable levels of production in farms involves
maintaining working flows and materials under the efficiency criteria.
The farms® productivity is a complex matter of understanding the rural
economy realities and challenges, which often involves social aspects. In
this context, form the social perspective, farms also engage numerous
working force and streamline the rural employment which may contribute
as (Martinho, 2017), states in order to found a balanced trade-off among
the economic, social and environmental dimensions. (Martinho, 2017).

Rural farms and rural economic aspects in Romanian agriculture

In order to be more specific, the second part of the analysis is concerning
to a national level, by taking into consideration aspects as: agricultural
income, farmers’ income and labor development and the structure of
farms costs and revenues in case of Romania. The evolution of the
agricultural sector in Romanian economy has faced numerous reforms
and paradigm transformations during the last twenty-five years, and the
most obvious effects are registered by the trends of farmers’ income and
labor development index computed in real terms during 2001-2016. The
most obvious effect is perceived by evolution farmers’™ income and labor
development. The trend of these components is presented in fig.4.

Analyzing the evolution of agricultural income, the annual work units
employed in agriculture and the beneficiaries of direct payments during
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2001-2016, it could be remarked three main streams. First stream is
designed by the evolution of usage of labor in agriculture described by the
decreasing tendency of the annual work units employed in agriculture
during the all analyzed period, which confirm the fact that Romanian
agriculture stated to become a less labor intensive that it was before,
confirmed in the second stream by the saw blade evolution of the
agricultural income, steadily increasingly after 2012. The third tendency
is developed after the year of 2007 when Romania accessed the EU under
the direct payments impact.

Figure 4. Farmers" income and labor development index (in real terms),
in Romania, 2001-2016
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To detail these phenomena, in fig.5 is presented the structure contribution
on agricultural income, in real terms, in Romania during 2001-2016.

As in fig.5 the most determinant components in forming agricultural
income in Romania are the classical contributing structures as the crop
output and the animal output slightly completed by rents and subsidies.
The evolution of the agricultural entrepreneurial income is relatively
steady during the accession period. Understanding the evolution of the
agricultural income, in real terms, in Romania during the analyzed period,
presupposes the deepening of the intimate resorts of determining the
structure of the inland agrarian economy. The agricultural revenues as
generally and agricultural income in particular is shaped by numerous
endogenous factors. In case of Romanian agriculture the numerous
reforms, undercapitalized farms, lack of investment capital and the
agricultural land ownership were among determinant factors in affecting
farm efficiency and the level of agricultural income. For imagining better
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the determinants, in fig.6 and fig.7 are detailed the structure of costs and
revenue in Romanian farms during the same analyzed period.

Figure 5. Evolution of the agricultural income, in real terms, in Romania,
2001-2016
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As it could be remarked form fig.6, the evolution of costs’ structure in
Romanian farms during 2000-2002 and 2014-2016 reviles no significant
changes, despite of reduction of feeding stuffs costs. This structure is
juxtaposed to the farms revenue structure (fig.7) which explains in a great
measure the paradigm of agricultural income and agricultural
entrepreneurial revenue for framers.

Figure 6. The costs " structure in Romanian farms, 2000-2016
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Figure 7. The revenues’ structure in Romanian farms, 2000-2016
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Conclusions

The European agriculture and the Romanian agriculture also have experience
dramatically change of paradigm. Analyzing the challenges on financing
rural farms and rural development in Romania and some European countries
represents an actual. The synergies developed by the redefinition of the
mechanism of financing the exploitation of the agricultural potential through
the CAP imply not only mainlining and stimulating the agricultural activities,
but above all, the support of the agricultural producers and the diversification
of the multifunctionality in the rural areas. Supporting the agricultural
production through the direct payments mechanism and other
complementary instruments addressed to farms in rural areas is defining in
the development of rural areas and the rural economy in general.

The exploitation of agricultural potential, but also the diversification of
agricultural activities in the rural area and the re-generation of farmers'
families through the installation of young farmers in rural areas is a
fundamental problem, in the context of the revitalization of rural space.
Promoting local development under the responsibility of the community
to contribute to a balanced and sustainable development of rural areas can
be an effective tool for diversifying rural economic activities.

Understanding the challenges on financing rural farms and rural
development in context of new Cap paradigm may represent a starting
point in defining strategies for improving farms ‘financing mechanism
and reducing additional exploration costs. As it was argued in the
manuscript content, in case of rural farms the share of intermediate
consumption and depreciation are high and contributes in diminishing the
farm competitiveness and reduces the entrepreneurial income for farmers.
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The subsidizing mechanism for farms often improves the efficiency and
stimulus the farmer to pursuit agricultural activity. The restructuration of
subsiding mechanism had effects on farm production frontier movement.
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EVALUATION OF POLISH RURAL DEVELOPMENT
PROGRAM 2014-2020 IMPLEMENTATION

Andrzej Kowalski', Adam Wasilewski’

Abstract

The purpose of this evaluation is to assess effectiveness and efficiency of
implementation of the RDP 2014-2020 in the period from its
commencement to the end of 2016, to assess the net impact of the selected
support instruments, as well as to assess synergy and indirect effects.
Answers were provided to 11 evaluation questions, according to the scope
of the concerned evaluation. The evaluation utilised participative and
mixed model of evaluation through incorporating all significant
stakeholders of the programme and application of various methods and
data (the so-called triangulation), which led to verification and the fullest
possible presentation of the obtained results. The RDP 2014-2020
activities will provide a potentially strong contribution to implementation
of all assumed objectives. However some weaknesses have been identified
during this evaluation, e.g. the need to change regional distribution of
funds or enable the transfer of funds between RDP actions.

Keywords: rural development, implementation, agriculture
Introduction

Common Agricultural Policy (CAP) is one of the basic EU policies whose
aim is to strengthen competitiveness and sustainable development of
agriculture through: the market system, direct payments, as well as
programs for rural areas. With an annual budget of around 59 billion euro,
the common agricultural policy finances these objectives through the
European Agricultural Guarantee Fund (EAGF) and the European
Agricultural Fund for Rural Development (EAFRD). While maintaining
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the consistency of goals and tools at the level of all 28 EU member states,
the CAP offers, however, some flexibility in their adaptation to the
current needs of individual countries. In the years 2014-2020, the Polish
agricultural sector and rural areas will be supported from the EU budget
by a total amount of approx. EUR 32 billion for the implementation of the
EU main priorities: employment, sustainable development,
modernization, innovation and quality. The main instruments for the
implementation of these priorities are direct payments (about EUR 23.4
billion) and the rural development program (about EUR 8.6 billion),
which have been adapted to the specific needs of the country. RDP 2014-
2020 for Poland was adopted by the European Commission on December
12, 2014. The legal bases for its operation are:

e Act of 20 February 2015 on supporting rural development with the
participation of the European Agricultural Fund for Rural
Development under the Rural Development Program for 2014-
2020. (Journal of Laws, item 349, as amended);

e Act of 20 February 2015 on local development with the
participation of the local community (Journal of Laws, item 378).

RDP 2014-2020 for Poland focuses on three main objectives, i.e.
supporting competitiveness and productivity in the agri-food sector,
ensuring sustainable management of natural resources and climate action,
as well as achieving sustainable territorial development of rural
economies through the development of local infrastructure, investments in
the field of education, culture and public services, creation of new and
maintenance of existing jobs.

In accordance with EU regulations, RDP 2014-2020 is subject to
evaluation, which is carried out to improve the quality of design and
implementation, as well as to analyze its effectiveness, efficiency and
impact. The overriding objective of activities related to the evaluation of
RDP 2014-2020 is to provide information necessary for the purposes of
program management and to inform the general public about the results of
its implementation. EC Regulation No. 808/2014 obliges the Member
States to carry out evaluations and answers to evaluation questions in the
extended annual reports on the implementation of RDP 2014-2020 in
2017, 2019 and in the ex-post evaluation. The territorial scope of the
evaluation concerned the implementation of the Program throughout
Poland, taking into account the spatial aspect, in the period from its
launch until the end of 2016.
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The purpose of the study was:

e assessment of the effectiveness of RDP 2014-2020
implementation, by at least assessing the level of achievement of
common output and result indicators (including additional
indicators), set out in Annex IV to the EC Regulation 808/2014;

e assessment of the net impact of selected RDP support instruments
2014-2020;

e assessment of synergies and additional effects of RDP 2014-2020.
Theoretical background

The European Union, realizing the convergence objective, participates
quite actively in the process of economic development of individual
countries and regions. This participation is expressed in the application of
a fairly wide range of instruments available for policy (Gancarczyk 2010,
Bressers, and Klok 1988, Cubbage, Harou, and Sills 2007), oriented at
supporting the development of economic activity. There are many
classifications of these instruments in the literature on the subject, but in
general it is possible to mention regulatory, economic and communication
instruments (Bemelmans-Videc, Ray, and Vedung da1998). The subsidies
included in the research are classified in the economic instruments
according to the above classification. However, their impact on the
economic situation is often obtained by different assessments of various
economic trends and politicians. Subsidies, however, are the basic
instrument used in operational development programs, practically in all
European Union countries. During the implementation of these programs,
both the production of public and private goods is subsidized. For this
reason, the study attempts an empirical verification of efectiveness and
efficiency (Ouattara 2012) of funds transferred from the European Union
budget to rural areas in Poland under RDP.

Effectiveness is one of the criteria according to which the policy is assessed
(Bird 1998). In general, it boils down to determining the degree of
implementation of objectives set for a given policy (Krol 2000, Pawtowski
2000). he assessment of the allocation of financial resources through policy is
made not only by the criterion of effectiveness but also by efficiency.
However, the active economic policy of the state is not a new phenomenon.
The views on the necessity of state interference in economic processes
proclaimed, simultaneously creating theoretical foundations, part of
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economists. A good example is the representatives of the mercantilist school
who in the 17th and 18th centuries claimed that the state should strongly
engage in supporting the development of industry and trade (Landreth, and
Colander 2005). However, the mercantilist concept of the role of the state was
strongly criticized by Smith and the followers of the classical approach to the
economy that he initiated (Landreth, and Colander 2005). Such a situation
occurred up to the time of Keynes, who used certain threads of mercantilist
theory to demonstrate the significant role of the state in economic
development. Considering the effectiveness of policy implemented with the
help of subsidies, attention should be paid to the inclusion of this issue by
trends in economics and economic theory, whose main interest is the role of
institutions in economic processes and the consequences of choosing specific
solutions in the construction of the institutional system. Politics is treated in
them as an element of the institutional environment. Currently, one of the main
trends in the role of institutions is the New Institutional Economy.

The review of the literature shows that in the New Institutional
Economics there is no precisely defined concept in efficiency, as it is in
the case of efficiency in the sense of Pareto or Kaldor-Hicks (Stringham
2001). However, the theoreticians of this current refer to efficiency issues
in their studies. For example, North (2005) states that "... companies,
political parties, and even higher education institutions in the face of
competitive organizations must strive to improve efficiency". In the
author's opinion, subdued competition limits the organization's motivation
to invest in new knowledge and consequently does not cause sudden
institutional changes. In these considerations, the author concludes that
the reason for improving efficiency is generally competition, and the
means to improve it is to raise the level of knowledge. This raises the
question of the implications for assessing the effectiveness of policies to
support business development, especially with the help of direct
subsidies. Assuming the existence of dependencies indicated by North,
one can say that the assessment of policy effectiveness should take into
account the competition of the environment in which the given
organization operates, i.e. the enterprise. If competition is negligible then
support for entrepreneurship development through subsidizing knowledge
transfer can have negligible effects, as enterprises will not have the
motivation to use it. The opposite effect will be in a highly competitive
environment. In turn, direct transfers of funds to selected enterprises may
result in the elimination of competing enterprises, and in the long term,
reduce the propensity to invest in new knowledge, due to the lack of
sufficient competition. Under certain conditions, however, such transfers
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may have a beneficial effect. Such a situation will arise when in
conditions of negligible competition they will contribute to the creation of
new enterprises, which will motivate existing enterprises to improve their
efficiency. The scale of this support and the conditions under which it is
granted should, however, be determined in such a way as not to eliminate
existing enterprises from the market. From North's considerations (2005)
it also follows that under certain conditions subsidies may be a barrier to
improving the innovativeness of the economy.

Neo-institutionalists claim that all forms of intervention, including direct
financial support under the European Union's policy, slow down the
process of efficient allocation of resources. However, they can be an
important factor in economic growth, as it was in China. According to
Murrell (2005), this is the role of the dual economy model. The use of
various forms of intervention strengthens the efficiency "on the edge". In
the context of the New Institutional Economy, this means temporary
approval for a set of informal laws that give the possibility of sub-
terminal production. However, it provides social protection for those units
which, as a result of reforms, ie the transition to a purely market
economy, would lose the most (Lau, Quian, and Roland 2000). As a
result, this reallocation is slowing down, but thanks to this time is gaining
the time to prepare mechanisms protecting market transactions or social
protection of the weakest individuals. However, in the case of the Polish
economy, as well as many other European Union countries, additional
time to provide protection seems to be unnecessary.

The review of the literature generally shows that direct subsidizing of
economic activity does not have a positive effect on the efficiency of
resource allocation. It may slow down some unfavorable economic
processes, providing time to adapt the human factor to the changes taking
place. Nevertheless, the use of this instrument by a given level of public
administration leads to a reduction in the pool of resources that can be
used for the production of public goods. In the conditions of decentralized
power, subsidies and subsidies at the higher level for lower administrative
levels are one of the sources of financing the production of public goods
(Bailey 1999). This source of income is particularly important when the
scale of local taxes and fees is not sufficient to meet the needs of the local
community in the field of public goods. However, direct subsidization of
enterprises' activities may lead to an increase in budget revenues
indirectly, i.e. causing an increase in revenues from local taxes. These
subsidies should contribute to increasing income from personal and legal
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persons or real estate tax. Due to the later reallocation, however, this may
be a short-term increase. However, taking into account the solutions in
Poland regarding sources of obtaining income by territorial self-
governments, municipalities, poviats and voivodships will become
indirect beneficiaries of this instrument. As a consequence, it may hinder
the growth of tax rates or fees for using public goods left to local
governments. This in turn is particularly important if local governments
base their budget management on the maximization of income concept
(Holcombe 2013). The condition, however, is the significant positive
impact of subsidies on the level of local taxes.

Methodology of evaluation

The research results presented in the study were prepared on the basis of
the evaluation report entitled "Evaluation of the results of the
implementation of the Rural Development Program for 2014-2020 in the
years 2014-2016". This report has been prepared by the consortium of the
Institute of Agricultural and Food Economics — National Research
Institute, Warsaw, Poland and the Institute of Soil Sciences — National
Research Institute, Pulawy, Poland for the Polish Ministry of Agriculture
and Rural Development (RDP Evaluation 2017).

The main element of the RDP 2014-2020 evaluation was the assessment
of compliance of the solutions adopted by Poland with the documents
defining its general framework:

e Regulation (EU) No 1303/2013 of the European Parliament and of
the Council of 17 December 2013 establishing common rules on
the European Regional Development Fund, the European Social
Fund, the Cohesion Fund, the European Agricultural Fund for
Rural Development and the European Maritime and Fisheries
Fund covered by the Common Strategic Framework and laying
down general provisions on the European Regional Development
Fund, the European Social Fund and the Cohesion Fund and
repealing Regulation (EC) No. 1083/2006 (OJ L 347 of
20.12.2013, p. 320 with later amendments) d.) - hereinafter
referred to as Regulation 1303/2013;

e Regulation (EU) No 1305/2013 of the European Parliament and of
the Council of 17 December 2013 on support for rural
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development by the European Agricultural Fund for Rural
Development (EAFRD) and repealing Council Regulation (EC)
No 1698/2005 ( Official Journal of the European Union L 347 of
20/12/2013 p. 487, as amended) - hereinafter referred to as
Regulation 1305/2013.

Commission Implementing Regulation (EU) No 808/2014 of 17
July 2014 laying down rules for the application of Regulation
(EU) No 1305/2013 of the European Parliament and of the
Council on support for rural development by the European
Agricultural Fund for Rural Development ( EAFRD) (Journal of
Laws No. L 227, 31.7.2014 p. 18, as amended) - hereinafter
referred to as Regulation 808/2014.

In accordance with the requirements of the European Commission and the
Ministry of Agriculture and Rural Development of Poland, the aim of the
study was to answer 11 evaluation questions:

1.

To what extent have RDP interventions contributed to improving
the economic performance, restructuring and modernization of
supported farms in particular through increasing their market
participation and agricultural diversification (2A)?

To what extent have RDP interventions supported the entry of
adequately skilled farmers into the agricultural sector and in
particular, generational renewal (2B)?

To what extent have RDP interventions contributed to improving
the competitiveness of supported primary producers by better
integrating them into the agri-food chain through quality schemes,
adding value to the agricultural products, promoting local markets
and short supply circuits, producer groups and inter-branch
organization (3A)?

To what extent have RDP interventions supported the restoration,
preservation and enhancement of biodiversity including in Natura
2000 areas, areas facing natural or other specific constraints and
HNV farming, and the state of European landscape (4A)?

To what extent have RDP interventions supported the
improvement of water management, including fertilizer and
pesticide management (4B)?
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6.

10.

11.

To what extent have RDP interventions supported the prevention
of soil erosion and improvement of soil management (4C)?

To what extent have RDP interventions supported carbon
conservation and sequestration in agriculture and forestry (5E)?

To what extent have RDP interventions supported local
development in rural areas (6B)?

To what extent have the synergies among priorities and focus
areas enhanced the effectiveness of the RDP?

To what extent has technical assistance contributed to achieving
the objectives laid down in Art. 59(1) of Regulation (EU) No
1303/2013 and Art. 51(2) of Regulation (EU) No 1305/2013?

To what extent has the national rural network contributed to
achieving the objectives laid down in Art. 54(2) of Regulation
(EU) No 1305/2013?

Evaluation questions were related to the implementation of RDP 2014-
2020 in the years 2014-2016. For this reason, the assessment of the
intervention logic, effectiveness, efficiency and the impact of measures
implemented under the RDP has been carried out in relation to the
following priorities and specific objectives:

Priority 2: Farm viability, competitiveness and sustainable forest
management

o 2A - Farm performance;
o 2B - Generational renewal;

Priority 3: Food chain organisation, including processing and
marketing of agricultural products, animal welfare and risk
management

o 3A - Improving competitiveness of agricultural producers;

Priority 4: Restoring, preserving and enhancing ecosystems in
agriculture and forestry

o 4A - Biodiversity;
o 4B - Water management;

o 4C - Soil erosion and management;
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Priority 5: Resource efficiency and shift to low carbon and climate
resilience economy in agriculture, food and forestry sectors

o 5E - Carbon conservation and sequestration;

Priority 6: Social inclusion, poverty reduction and economic
development in rural areas

o 6B - LEADER;
Technical Assistance;

National Rural Development Network.

The evaluation of the intervention logic was generally carried out
according to one scheme for all specific objectives, in which the
following features were analyzed:

scale of financial resources for specific objective,
regional distribution of financial resources,
access criteria and the rate of differentiation,
adequacy of support to the action,

selection of beneficiaries,

range of eligible costs, eligibility conditions,
potential direct and indirect effects,

relevance of the risk identification related to the implementation
of actions.

The assessment of direct and indirect effects of RDP implementation
2014-2020 was carried out in the form of the evaluation questions
presented above. The basis for the assessment were the criteria listed in
the study "Common Evaluation Questions for Rural Development
Programs 2014-2020". Answers to evaluation questions were provided
based on the analysis of indicators resulting from the adopted assessment
criteria, namely:

product indicators,

result indicators,

context indicators,

additional indicators of the product, result and context.
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In the assessment of the intervention logic and RDP effects, the principle
of triangulation of information and data sources was followed. For this
reason, the empirical material was information obtained from:

program documents,
legal acts,

Financial Statements,
ARMA monitoring data,
Polish FADN data,

National Public Statistics (CSO) data related to changes in the
context,

EUROSTAT data,
professional literature,
in-depth interviews with ARMA staff,

in-depth interviews with the staff of Ministry of Agriculture and
Rural Development,

in-depth interviews with Regional Government Office,
in-depth interviews with Local Action Groups,

2 panels of experts with representatives of the scientific
community, whose research is oriented on the social, economic

and environmental impact of the implementation of the RDP
2014-2020.

Results of evaluation

The research shows that EUR 8.6 billion from EAFRD funds was
allocated for RDP activities in the period 2014-2020. The largest amount
of funds will be transferred to the beneficiaries implementing activities
related to the implementation of Priority 4, related to the protection of the
natural environment and beneficiaries implementing the operation under
the specific objective 2A, oriented at improving the performance of
agricultural holdings (Figure 1). In other words, more than 50% of
financial resources will be allocated on the implementation of operations
under specific objectives 4C and 2A.
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The Polish Rural Development Program was at the end of 2016 only at
the initial stage of implementation. In the case of some activities, call for
proposals has not yet been announced. Such a situation took place in the
case of all activities oriented on the implementation of Priority 1, related
to the transfer of knowledge. During the evaluation, their evaluation was
omitted. The most advanced was the implementation of activities related
to carbon sequestration and protection of the natural environment, ie
affecting the implementation of Priority 5 and Priority 4 (Figure 2). In the
first case, over 64% of the funds were contracted, and approximately 9%
were spent, while the second contracted to nearly 30%, and more than
18% was spent.

The relatively high degree of advancement in the implementation of these
activities resulted, however, from the liabilities created in the previous
budget period. In turn, the least-advanced was the implementation of
investment activities under Priority 2 and Priority 3. In this case, less than
2% of funds were spent. Due to the low level of advancement of the
implementation of the RDP 2014-2020, there were difficulties in
assessing the results of the RDP, and in particular the assessment of their
impact on rural development.

Figure 1. Planned distribution of EAFRD funds between the specific
objectives under RDP 2014-2020
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Source: Data of the Polish Ministry of Agriculture and Rural
Development.
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Figure 2. Financial resources contracted and paid out under RDP by the
end of 2016

70
60
50
40
30

20
g2 102
10

18 ’1
. K
P2 P3

B Contracted resources

%

Financial resources paid
to the beneficiaries

P4 P5 P6

Source: Monitoring data of the Agency for Restructuring and
Modernization of Agriculture.

The RDP 2014-2020 activities will provide a potentially strong
contribution to implementation of the assumed objective 2A, i.e.
improvement in economic results, restructuring and modernisation of
supported farms, in particular by an increase in their market share and
agricultural production diversity. This conclusion may be drawn primarily
from assessment of the intervention logic (direct impact on achievement
of the objective was reported for 8 measures/sub-measures/operations).
Objectives of those measures are consistent with the specific objective
2A. Its implementation is also positively affected by the amount of
budget. Funds in this respect are significant and amount to ca. 28.5% of
all funds of the RDP 2014-2020. The greatest share in implementation of
the objective 2A have the expenses intended for "Modernisation of
agricultural farms" (more than 64%) and "Small farms restructuring..."
(more than 26%). Assessment of impact on achievement of the indicated
key objective is impossible due to a low representative character of this
beneficiary group, (by the end of 2016, only 20 projects concerning
modernisation of agricultural farms were completed). Regional
distribution of funds regarding creation and development of non-
agricultural activities (sub-measure 6.4.). In case of submeasure 6.5.
"Payments to farmers eligible for the scheme of small farmers who have
permanently transferred their holdings to another farmer" it is
recommended to set a fixed amount of aid at the level offered in 2016
rather than gradual reduction in subsequent years.
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The RDP 2014-2020 contributes to implementation of the objective 2B,
i.e.,, entry of farmers with appropriate skills to the agriculture sector,
especially to generational renewal. The adopted intervention logic is
suitable for implementation of the assumed objective and facilitates
undertaking agricultural activities by young people holding appropriate
qualifications, although simultaneously, statistical data indicate that
farmers in Poland are among the youngest in Europe. By the end of 2016,
no operations from sub-action 6.1 were brought to completion, however,
evaluation of the adopted eligibilty criteria and "business plans" indicates
that improvement in agricultural area structure of farms and improvement
in system of fertilizing, soil management and increase in the share of
farmers in the EU and national quality systems is to be expected. The
commonness of declaration of farmers for implementation of the cross-
cutting objectives of innovation also needs to be emphasised. There may
appear a problem with full absorption of funds, if the interest of
beneficiaries in the operation entitled "Setting-up of young farmers"
maintains at a similar level in the subsequent calls for applications. It is
reasonable to introduce corrections concerning the access criteria and to
supplement the scope of the monitoring data with the age of farmers
transferring the farm.

The RDP 2014-2020 interventions contribute to implementation of
objective 3A, i.e. improvement in competitiveness of agricultural
producers covered by the support by means of improvement in their
integration with the agrifood chain through quality systems, adding value
to agricultural products, promotion on the local markets and short supply
chains, setting up of producer groups and inter-branch organisations.
Implementation of the objective 3A is facilitated by supporting:
vocational training, information and promotional activities, new
participants of quality systems, processing and marketing of agricultural
products, investments in market places, setting up of producer groups and
organisations, cooperation within the EIP groups. Division of funds
between support instruments being implemented under the objective 3A is
appropriate, taking into consideration diverse development needs in the
agri-food sector, and at the same time it does not always correspond to
needs of the beneficiaries. The aforementioned support instruments also
contribute to achievement of other RDP 2014-2020 objectives. Due to a
still initial phase of the Programme implementation, it is not possible to
determine (on the basis of numeric data) how the implemented measures
affect the competitiveness and integration of producers with the market.
Competitiveness increasing potential of particular operations is highly
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varied. Since most of the support instruments under Objective 3A have
not yet been launched during the period under study, a more detailed
response to the evaluation question will be possible only during the next
evaluation, i.e. in 2019 year. The monitoring data for the assessment
indicators collected by 1A require supplementation.

The RDP 2014-2020 interventions contribute to implementation of the
objective 4A, i.e. support for restoring, preserving and increasing
biodiversity, including in the Natura 2000 areas, areas facing natural
constrains or other specific constrains, as well as high nature value
farming and the state of European landscapes. The adopted intervention
scheme is complex and multifaceted. No risks associated with execution
were identified for the majority of measures related to the specific
objective 4A. Substantial regional disproportions in the level of
implementation of different activities raise concerns related to
effectiveness in achieving the objective. High allocation of the funds and
implementation degree progress for the Agri-environmental programme,
the Agri-environmental and climate programme, LFA and the Organic
farming enable complete realisation of the adopted assumptions. Due to
implementation of the Agri-environmental programme, the Agri-
environmental and climate programme and the Organic farming, the
farms characterised by a higher production intensity level (the main
beneficiaries of the packages) have reduced the level of negative pressure
on the environment. The factors restricting achievement of the objective
include lack of commencement of the operation entitled "Investments in
farms located on the Natura 2000 areas" as well as the measures entitled
"Knowledge transfer ..." and "Advisory services...".

The RDP 2014-2020 interventions support improvement in the condition of
water management, including management of the use of fertilizers and
pesticides, i.e. implementation of objective 4B. Intervention scheme, based
on implementation of the following measures: transfer of knowledge and
information activity, investment in fixed assets, quality systems for
agricultural products and foodstuffs, agri-environmental and climatic,
organic farming and the LFA payments, is logical and consistent. In 2016
the land related measures covered 1,831,606 ha, which means exceeding
the interim indicative target (1,752,800 ha in 2018). Extensification of
production on the naturally valuable areas and protection of water resources
is especially facilitated by the Sustainable Agriculture Package and
Protection of soils and water Package. In connection with draught areas
periodically occurring in Poland, and, at the same time, expanding the area
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of the irrigated areas, it is necessary to strengthen the possibility for the
RDP 2014-2020 to affect the problem of rational use of water in
agriculture, e.g. through: knowledge transfer, sustainable irrigation
methods or investments facilitating improvement in the soil structure.
Higher share of leguminous plants desired from the point of view of
rationalisation of fertiliser management and lower expenses for purchase of
mineral fertilizers was observed within the structure of cultivations of the
farms implementing the aforementioned packages. There are large regional
disproportions in the implementation of objective 4B.

The RDP 2014-2020 interventions contribute to the implementation objective
4C, i.e. they support prevention of soil erosion and facilitate improvement in
the soil management. The adopted intervention scheme is characterized by
complexity and multi-directionality of the approach to achieve the assumed
objective, which is expressed, among others, in multiplicity of measures,
directly and indirectly affecting its achievement. However, the area covered by
the Agri-environmental programme and the Agri-environmental and climate
programme in the 2015-2016 varied and was regionally diverse as well as it
not always was optimal from the point of view of actual protection needs with
regard to prevention of erosion and improvement in soil management. Usually
the support was used by farmers from large farms (where it is easier to obtain
the effect of scale) in the western and northern Polish voivodships.
Beneficiaries were mostly interested in the afforestation programme, while
Package 2 - protection on the erosion endangered areas, especially on the areas
with the largest hazard of water erosion (Matopolskie and Podkarpackie
voivodships) attracted little attention. The countrywide share of the area
covered by protection against erosion, as compared to the areas endangered by
it, 1s relatively small (in 2016 - only 1.1%). Implementation of the measure
increasing the content of humus in the soil is not satisfactory. Countrywide, in
2015 the package covered only 1.8% of land, while in 2016 the acreage
decreased to 1.4%. As compared to 2015, in 2016, a reduction was also
observed in the area of land covered by the organic farming package. For this
reason, there is a need for better adjustment of the RDP instruments to areas
with the greatest risk of soil degradation and water contamination with
nitrogen of agricultural origin. In order to raise awareness concerning practical
need to undertake measures protecting agricultural areas, it is necessary to
intensify the implementation of such measures as "Knowledge transfer..." and
"Advisory services...", as well as to regionally differentiate financial support
adequately to the hazard zones.
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Achievement of objective SE, namely protection of coal and carbon
dioxide absorption in agriculture and forestry, is directly associated with
implementation of the programmes concerning: afforestation, agriculture-
environment and climate and ecology. The adopted intervention scheme
is logical and coherent, and the listed interventions are capable of leading
to absorption of CO2 and reduction of greenhouse gas emissions. The
amount of funds allocated for implementation of afforestation is higher
than in the previous programmes, which enables increase in their area
and, as a result, better implementation of objective SE. Distribution of
funds by regions is generally greater in voivodships with larger
afforestation needs and with higher share of soils particularly susceptible
to losses of organic carbon, as a result its contribution to implementation
of the aforementioned Objective is greater. So far, afforestation under the
RDP 2014-2020 amounted to approximately 86.9% of the target land
area, while the result indicator amounted to 0.3% (at the target value —
0.35%). Annually, CO2 sequestration from the atmosphere achieved as a
result of afforestation projects implemented so far under the RDP 2014-
2020 amounted to approximately 0.2% of Polish greenhouse gas
emissions in 2014. Simultaneously, it amounted to 2.4 % of CO2
absorption from the domestic LULUCF sector and 2.3% of CO2
absorption from a forestry land subsector, being a part of the domestic
LULUCF sector. There is also a large area of agricultural areas
contributing to protection of coal by preventing mineralisation of organic
substance (1 610 471.23ha , which amounts to approx. 11.3% of the used
agricultural areas entered into the ARMA registers and approximately
8.6% of potential agricultural areas in Poland).

The RDP 2014-2020 interventions supported implementation of the
objective 6B, i.e. local development on rural areas through measures
concerning support of basic services and regeneration of rural areas as well
as under the LEADER initiative. The adopted intervention scheme is
logically consistent and complex. Also, distribution of funds, including the
regional and the eligibility criteria is adequate to the identified needs and
enables achieving objective 6B. Risk identification and its elimination
methods are also effective. The interventions under the RDP 2014-2020
support local development in rural areas, however, the scale and the
assessment of this support will be possible no sooner than in 2019. For the
LEADER approach, further work is recommended to harmonize the
procedures for assessing the correctness of the selection process in the
implementation of local development strategies by the Provincial

51



Authorities, to avoid differences in the interpretation of regulations in
individual offices.

Assessment of effectiveness of the programme in the context of possible
synergy effects between the specific objectives and priorities is possible only
on the basis of the ex-ante assessment of the RDP 2014-2020 and after taking
into account the conclusions from the expert panel and the literature studies. In
the theoretical perspective, relations between different RDP 2014-2020
measures can be synergistic or neutral or conflictual. The RDP strategy is
consistent, based on objectives formulated at the EU level, while in the
detailed perspective, on the results of the SWOT analysis and the needs of
food economy and rural areas in Poland as well as points of contact with
regional and national operational programmes. Implementation of particular
measures contributes to achieving their intended objectives, but the degree of
impact depends on the amount of financial resources and the scope of the
measures implementation. Generally the assessed RDP 2014-2020 is
dominated by neutral or synergistic relations. The high proportion of synergies
relates to operations involving knowledge transfer and educational activities,
as exemplified by horizontal instruments whose impact spectrum covers the
whole of the specific and cross-cutting objectives and all the priorities of the
EU rural development policy, such as "EIP Group Collaboration" and
"LEADER" toolkit, operations supporting the development of small tourist
infrastructure and the preservation of cultural heritage.

The objective of technical assistance is to strengthen the RDP 2014-2020
implementation system, the NRN functioning support and information
and promotional actions implementation. Until the end of the 2016, it was
impossible to submit applications for granting support. On the basis of the
analysis of implementation of the RDP 2014-2020 as at the end of 2016,
it can be concluded that technical assistance will foster achieving the
assumed objectives. Entities entitled for support will use the pre-emptive
financing, which enables realisation of current tasks, and, in the future,
they will be able to obtain refund of the incurred costs. However, budget
of the action is insufficient and it is necessary to re-allocate funds. The
institutional potential and preparation for the RDP handling is good in
both MA and IA. It is recommended to increase the number of trainings
for employees.

Since, in 2014-2016, no applications were submitted for refund of costs
with regard to support concerning the NRN financing, at the present
stage, it is impossible to perform assessment of expenditure of funds. The
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potential beneficiaries performing current operations meeting the criteria
of eligible costs of Technical Assistance, will still be able to apply for
refund at a later date. Intervention logic and the eligibility criteria for the
NRN tasks implementation correspond to the identified needs. Network
actions implemented using pre-financing are consistent and complex and
their analysis indicates proper implementation of the NRN tasks.
Institutional potential and preparation of staff implementing the NRN
actions should be assessed positively.
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AGRICULTURAL CHAMBER - KEY FOR AGRICULTURAL
DEVELOPMENT AND FOOD SECURITY IN SOUTH EAST REGION

Bogdan Bazgal, Nicu Alin Farcutz, Aurelian Vasile Chird®

Abstract

In this paper, we will analyze a series of interesting aspects regarding the
organization of agricultural chambers, as key for agricultural
development and food security in South East Region. The positive
economic consequences of implementation and development of
agricultural chambers system could be a good example for those states in
the region that did not apply to this solution, in order to develop their
agricultural potential and food security. Without a clear and rapid
implementation of agriculture policies dedicated to farm and farmers, in
the context of climate changes adaptability in our region, will irreversible
and immediately affect the price volatility of agricultural commodities
and with economic consequences to the agricultural potential. It is
obvious, that national agricultural policies must be aligned with the
reality of the region because the agricultural potential and food security
it is not only a national or regional problem, it is a global problem which
must concern us because it has profound global implications.

Key words: agricultural chambers, agricultural development, food
security, agricultural potential, price volatility.

Introduction

Agriculture, as the main component of food security, has the potential to
play the lead role in our region especialy for the sustainable development,
describing a multifunctional character and great impacts: economic (as a
provider of foodstuffs, fibers, bio-fuels, and timber, and a source of
income for farmers), social (as a source of employment, quality of life
and health) and environmental (as a friendly ally for soil, water,
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biodiversity, landscape and climate). This is why, a weak food security
can quickly produce internally seizures and severe social tensions, can
harm the physical and mental health of the population, can create
economic and political instability, and may evolve into political,
economic and diplomatic tensions that will damage the national security.
Food issue has two basic components: food policy and nutritional policy.

Therefore, food policy is developed on two levels: one is referring to
supply and the quality of products, and the others target directly the
consumer and its capacity to consumption. These statements point out one
or more from the next goals:

+ Establishing food prices against international price fluctuations;
* Ensuring a certain nutritional level of the malnourished population;
» Controlling the food prices;

* Limiting the inflationary pressure through the control of the food
prices.

Therefore, food policies represent the ensemble of legislative, normative,
administrative and financial governmental measures, which are
considering already defined objectives. The nutritional policy settles a
balance between the physiological needs of food consumption and the
contribution of the nutrients for their satisfaction.

The role of the food production, disponibility and consumption, has deep
consequences over the human activity and the future welfare. As food
security is placed in complex social, economic, cultural and political
contexts, it is difficult, if not impossible, to disconnect the role of food
security from the agricultural sector and food production, rural
agricultural reform and economic development.

Food security is closely related to sustainable development, because a
proper nutrition and quality food products constitute the basis of the
population welfare and of the productivity growth.

Healthy foods contribute, according to the international standards of food
safety, at boosting the exports, hence, at the income growth. It is
important to be aware of the necessity of quality and nutritious food
products, because food safety increases the health of the consumers and is
a major component of the future food security. Based on this assumption,
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emerges the obligation of government to integrate into national policies
goals to meet food security and ensure sustainable development. In this
context, we consider that, in our region, the Agricultural Chambers can be
considered as “key role” to develop the agricultural production, farm
management and high technologies in rural areas, elements for ensuring
the stability of food security in Europe.

The food production and consumption is essential to any society, and has
economic, social impact and, in many cases, on the environment.
Although health protection must always take priority, these issues must be
considered in the development of food policy. In addition, the state and
the environment, particularly ecosystems, may affect different stages of
the food chain.

Thus, environmental policy plays an important role in ensuring safe food
for consumers while agro-food sector occupies a key position in the
European economy, the annual output of food and beverages having a
value of € 600 billion.

Organization of Agricultural Chambers in European Union

One of the key elements agricultural development and food security in
our region are the agricultural chambers. In this regards, based on our
analyses we present a short presentation of this entities, as key promotor
for a real and sustainable agriculture development.

Organization of agriculture chambers in Lithuania
1. History

The first Agricultural Chamber from Lithuania was opened by law in 1926
and functioned at national level until 1940. After Lithuania regained its
independence, Agricultural Chamber was formally restored in 1991 and in
1997 was approved the Agricultural Chambers Law which permitted it to
function®.

* https://zum.Irv.1t/en/
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2. Organization

NATIONAL LEVEL REEGIONAL LEVEL
AGRICULTURAL CHAMBER

Managing Body
Congress (General Assembly) - Admmistrative directions
Council (gathers between the Congress mestings) from the center have
Presidium reprezentations  at  regional
President lewvel
Vice-President
Evaluation Committee ME members

90 organizations, NGOs, divided mto
Managing Director sectors: agricultural production, amimal

Managing Body (organized on sctivity directions) husbandry,  professiomal,  cultursl,

3. Funding Sources
Financing is done through monthly contributions paid by members.
4. Atributions

» Participates in elaborating laws in agricultural and rural development
sector.

» Provides support for the members of Agricultural Chamber for
implementing projects, consulting,training, educational
programs,etc.

» Statistical activities, sectorial analyzes and forecasts.

» Performs market research, surveys and draws up articles and papers in
the field.

Organization of agricultural chambers in Poland
1. History

Agricultural Chambers were first created in 1896 in western region of
Poland, those were reprezented the farmers and worked together with the
central and local authorities to promote agriculture. Between 1918 and
1939, Agricultural Chambers operated throughout Poland, and then were
abolished until 1995°.

5 http://www.minrol.gov.pl/eng/Start
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2. Organization

NATIONAL REGIONAL LEVEL
LEVEL 16 Camere Agricole compuse din:
Administration Council
NATIONAL Evaluation Committee
COUNCIL OF Councils of Cantons (314 cantons divided among 16 Agriculture
AGRICULTURAL Chambers)
CHAMBERS General Assembly (1 or 2 representatives for each of the 2479

- 32 members-

Composed of the
Presidents of the
sixteen Regional
Councils of
Administration and
one delegate for each
one elected from the
16s of General
Assembly

communes)

* each owner of agricultural land bigger than one hectare is a
member of an Agricultural Chamber and have the right to vote or to
be elected in the General Assembly or the Council of Cantons.

3. Funding Sources

Agricultural Chambers are funded by the state at 2% of the land rent, in
this amount every Agricultural Chamber sends 6% to the National
Council plus attracted funding from alternative sources for various
implemented projects.

4. Atributions

» AC are obligatorily consulting for each legislative project in the
agricultural sector and rural development.

» AC offers farmers a range of advisory and consultancy services,
management of economic issues, development for grant of
application files, testing of new species and breed, etc.

» AC represents Polish farmers COPA-COGECA along with other
trade unions and employers in agriculture.

» AC created a council of professional organizations on product
network with general vocation and operating at regional and

national level.
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Organization of agricultural chambers in Austria
1. History

The first efforts to represent the interests of farmers in Austria date back
to the second half of the eighteenth century, however, the first
autonomous organizations similar with Agricultural Chambers was
formally established after the First World War. Central idea of
agricultural camera system was the establishment of a regional body
directly elected to represent the entire agricultural and forestry sector. In
1923 regional agricultural committees had set up a representative
organization at the federal level that was replaced by a system similar to
that in Germany in the period 1938 to 1953, when it was recognized
Austrian Chamber of Agriculture by law®.

2. Organization

NATIONAL LEVEL REGIONAL LEVEL
AUSTRIAN AGRICULTURE 9 REGIONAL AGRICULTURE CHAMBERS
CHAMBER

President (elected from the 9 | President

presidents of Regional Agriculture
Chambers)

Presidency (composed of president
and vice-presidents)

Council of Directors (composed of

the presidents of  Regional
Agricultural Chambers and two
representatives of the Austrian
Raiffeisen Association)

General Assembly (same
composition as the Council of
Directors),

Committees and Advisory Bodies
(temporarily held)

Vice-president

General Assembly (19-36 members elected by vote

on political party lists + representatives of the

agricultural cooperative)

County Agricultural Chambers

Local Committees

Members

- Owners of agricultural land or forests

- Corporate or cooperative in the field

- People dependent on agriculture or forestry
activities and their families, employed full-time
and part-time in activities in the field

3. Funding Sources

Financing is done through monthly contributions paid by members.

6 http://www.eu2006.at/en/Austria/political _system/social partners/landwirtschaftskammer.html
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4. Atributions

>

Y VV

A\

Represents the member's interests in all areas and authorities
including the level and type of taxes collected.

Provides advice and guidance in legal, technical, social and economic issues
It has delegated representatives on committees and consultative
bodies participating in national administrative decisions

Assumes responsability for forms of support and the collection of
fees delegated by the national government ( Agricultural Chambers
provide management and implementation of the Common
Agricultural Policy in Austria)

Makes legislative proposals, it is madatory consulted for all
legislative proposals in the field

Austrian Chamber of Agricultural Chamber ensures coordination
between Regional Agricultural Chambers.

Organization of agricultural chambers in Ukraine (non EU country)

1.

History

National Agricultual Chamber of Ukraine was created by Citizen
Consortium Law in June 2004.

2. Organization

NATIONAL LEVEL
NATIONAL AGRICULTURAL CHAMBER

OF UKRAINE REGIONAL LEVEL

Composed of:
President of the Chamber 22 local branches
Vice-president of the Chamber organized at the provincial
Presidium of the Chamber level which have the right
Executiv Committee of the Chamber to open by themselves
Presidents of the Working Committees branches at district level,
Chamber Management (ensure implementation named, >’primary
of activities) organizations’’
General Assembly ( composed of *’independent
members” individuals and judicial persons of * local branches are
the entire supply chain of agri-food product basically '"representative"
including funding and research and ’collective of the National
members’>  representing  unions,  NGOs, Agricultural Chamber
institutions, etc.) their number is not fixed
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3. Funding Sources

Financing is done through monthly contributions paid by
members and enrollment fees in Agriculture Chambers, along
with other sources allocated to projects.

4. Atributions

» Participates in elaborating the agriculture policy and organizes
lobby activities at regional and national level, strengthens the
capacity of the civil society participation.

» Protects the interests of the Agriculture Chambers members.

» Propose changes in laws that will support effecient agricultural
sector.

» Assists in the creation of a judicial system of legal protection
for members of the Agriculture Chambers.

» Signs partnerships with similar bodies in other countries and
implement joint international projects.

Organization of Agricultural Chamber from Romania’

Review of the common agricultural policy at European level requires
simplification and modernization of EU policies and procedures in terms
of "Healthcheck" results, which is currently underway. In this context,
Romania aims to identify and promote win-win solutions for romanian
agriculture, allowing achievement of European Union integration.

At european level, promoting romanian interests suppose organization
and institutionalization of the reprezentation framework and
promotion of socio-economic interests of farmers, which develop
activities in the following fields: agriculture and food production, rural
development, fishing and aquaculture, forestry, land improvements,
specialized scientific research, plant protection, farm optimization and
soil conservation.

Common Agricultural Policy are developed in order to provide an real
support for farmers on medium and long-term perspective and sufficient
resources to reduce the gaps towards other Member States and to solve
structural problems facing Romanian agriculture (attrition of large

7
www.madr.ro
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parcels, weak equipment and moral and technical outdated for most small
and medium farms, etc.) can not be done without the necessary legal
framework for the establishment of an institutional device
representing workers in agriculture and related fields.

Therefore, it is necessary to promote the European common position, both
from the responsible authorities and the beneficiaries. Dialogue promotes
responsible and sustainable and competitive agriculture by harnessing the
potential of local agriculture and strengthen the partnership between
public authorities and beneficiaries with legitimate representation
throughout the country.

In recent years, the reality of agriculture reveals that there are a number of
social needs which consist of both the rural population need to be
represented in relations with third parties, people with the same goals,
democratically elected on the basis of regulations ensuring territorial and
demographic representativeness and the need for access to information,
advice in agriculture and quality services in the training field. Improved
quality of life in rural areas is intrinsically linked to the rate of absorption
of European funds that Romania has access and to revitalize communities.

In agriculture, decentralization strategy involves the establishment of a
national network of autonomous structures that promote the general
public interest in action at local and regional integration in developing
specific sectoral policies. The administrative decentralization through the
establishment of Agricultural Chambers is a process to get closer to
farmers, a form by which to achieve such advice to local farmers.

Currently, institutional construction of agricultural administration does
not give farmers the opportunity to actively participate in decisions on
strategies and programs for agricultural development. Agricultural
Consulting (ANCA) is the only institution that supports a certain extent
farmers in their efforts to positively influence the development of the
rural economy. However, being a public institution, agricultural
consulting network has limited powers and resources imposed by the
civil service and budgetary constraints. Compared with the situation in
other EU Member States, to meet the needs of beneficiaries, staff is more
undersized in agricultural consulting and the network development
prospects are reduced due to budget discipline and limit spending.
Therefore, ANCA 1is subject of decentralization strategy of agricultural
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administration and will ensure, in the initial phase of institution building,
financial, material and human resources of Agricultural Chambers.

Associative forms, regardless of their status, are not yet sufficiently
functional or working only in the interests of small groups of farmers, not
sufficiently well organized to develop and implement projects for the
benefit of a broader category of farmers and the local community. A
major problem faced by most of the associative forms, regardless of
the level of representation (local or national) is funding, their members
are not interested to support their own associations.This fact discourages
and weakens confidence in the possibility of carrying out projects of
public interest. The authorities have not the necessary means to encourage
the establishment and operation of farmers associations and organizations
In this context, the discrepancy between the overall economic interests
and the organization framework becomes more obvious.

The emergence of Agricultural Chambers in Romania - Expected
changes in consulting

Agricultural Chambers foundation stake is to create a legal framework
for the representation of all persons engaged in agricultural activities in
the sense of involving farmers in decisions that affect them through those
willing to promote the public interest on the basis of territorial
representation.

Being conceived as an organization of rural population, emanating from
those directly involved in specific activities to agriculture and related
sectors, the ones who know the reality of those communities, role,
functions and how to set up the Agricultural Chambers should be
promoted among all dialog partners of ministry of agriculture and rural
development (MARD).

Thus, through Agricultural Chambers, MARD create the institutional
framework for dialogue and consultation with representation from across
the country, through which farmers can become responsible for the
sustainable development of agriculture, increased quality of life and
active participation in the development and implementation of
agricultural policies at local, national and European level.

In a first step, creating Counting Agricultural Chambers will result in the
creation of new jobs, both at county and community level.However,
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Agricultural Chambers will ensure the transfer of modern technologies in
applied research in production, becoming a promoter of new technologies.
Agricultural Chambers institutional structure are establish in each county of
one Agricultural Chamber from holding elections at the administrative
territorial unit. At the national level will be established, all the criteria of
representativeness, National Agricultural Chamber of Romania. Agricultural
Chambers are autonomous structures, their network ensuring at national
level, training needs, information and public services for the entire
population engaged in agriculture and related specific activities.

Establishment of Agricultural Chambers was asked repeatedly even by
the beneficiaries of agricultural policies, the positive association of
farmers in organizations of public interest being reported as well by the
representatives of other EU Member States.

Macroeconomic impact of Agricultural Chambers in national economy

The main goal in creating these public organizations is to promote socio-
economic interests of the rural population, engaged in agriculture and
related specific activities. Along with public institutions efforts to
transform the agricultural sector in a competitive sector, Agricultural
Chambers can be held accountable and involved in the promotion of
Romanian agriculture on domestic and foreign markets.

The impact on business

County Agricultural Chambers and National Agricultural Chamber of
Romania will develop proposals for fiscal regulations on agricultural
activities and regulations on pricing methodology, ways of marketing
agricultural products and/or processed. County Agricultural Chambers
will provide accounting support to farm at their request, will advise and
will provide technical assistance to those who are represented in
completing applications for payment and paperwork on European funds,
financial support and other national or European aid. Also, through the
County Agricultural Chambers, farmers and representatives of
agricultural holdings will be supported in the management of farms, the
marketing and organization of production and the establishment and
consolidation of associative forms, of the product branches and local
market organization, aiming measures to avoid imbalances in the market.

Together with local and county authorities, County Agricultural
Chambers will promote the organization of local markets for direct
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marketing of agricultural products by manufacturers. Also, Agricultural
Chambers may establish commercial companies under the law and under
the Statute, but they can not carry out its electoral competitor activity.

Technological facilities in various branches of agriculture is not yet at
required standards, Agricultural Chambers can stimulate investment in
technology ,can support research and innovation, can ensure the transfer
of modern technologies in applied research in production.

Romania's integration into the European Union ensures, in addition to
access to financial resources necessary for the development of agriculture
and related areas, access to expertise, partnerships, information and
experience exchanges. In this context, County Agricultural Chambers,
National Agricultural Chamber of Romania will establish contacts with
its counterparts in the European area for experience exchange and
uniformity at community level procedures and quality standards,
promoting products and services in Romania and abroad.

Social Impact

The considered target groups are the people who conduct activities in the
fields of agriculture and food production, rural development, fishery and
aquaculture, forestry, land restoration, scientific research, holdings
optimization and soil conservation. County Agricultural Chambers will
make proposals for legislation underlying normative acts, regarding
training of farmers and agri-tourism activities. Thus, they will prepare
annual plans for the farmers training in their fields of interest, based on
requests and forecasts of rural development and will organize training
courses for farmers through operational or technical service in
collaboration with training providers. Working with educational
institutions for agriculture and forestry annual and multiannual plans will
lead to harmonization school profile and specialized education structure
of labor demand in the market, increasing jobs and agriculture
competitiveness and related fields. On the other hand, rural tourism
development will provide the increase of jobs and sustainable integration
of unemployed and inactive people in the labour market.

County Agricultural Chambers and the National Agriculture Chamber of
main EU countries including Romania represent and promote specific
interests, professional and local, as well as general interest of
farmers/population from rural environment and will friendly solve the
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conflicts that may occur, serving as intermediary and establish the
discussion framework for all beneficiaries. These institutions of public
utility will represent a guarantee to respect the law and to protect the
beneficiaries interests, ensuring their cohesion.

Impact over the environment

County Agricultural Chambers and National Agricultural Chambers offer
consultative notice on issues related to territorial planning and
countryside management, promote good agricultural practices and animal
welfare norms. Thus, they will colusly worked with farmers in order to
draw proposals of legislation underlying normative acts, on good
agricultural practices, plant protection treatments and improved varieties
and animal breeds.

In the same time, will be ensured the presentation and dissemination
among farmers of European and national norms on the activity of
agricultural and food production, environment protection, control over
plants pests and animal diseases, animal welfare and other norms and
rules related to work on farms.Through Agricultural Chambers, will be
created an institutional framework neccesary to promote the opinions
regarding rational use and conservation of productive poential of
agricultural lands and forests, hydrological resources, biodiversity
conserrvation and environment protection.

Conclusions and proposals

Nowadays, in agri-food system on the market of knowledge transfer and
technology and innovation as well, to ensure a proper information,
between producers and consumers are vectors which access new
technologies (consulting agencies, agricultural extension, mass media,
education). The process of knowledge transfer and innovation in agri-
food sector, has as main beneficiaries individuals and judicial people
engaged in agriculture, farmers both from industrial and traditional sector
on European Region.

Shortcomings of this sector are related to weak colaboration and
cooperation between actors that participate in knowledge transfer, and the
means of information dissemination among all beneficiaries.

European model related to technology and innovation transfer is different
from the romanian one, regarding the fundamental role of the research
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centers between producers and information consumers both from rural
and urban areas. These centers and centers of rural development in
particular represent ’’ true informational cores where inputs are given by
the research results, the information shared by rural actors, legislative
information of political interest, funding oportunities,etc. and the outputs

are answers of farmers and rural entrepreneurs needs”’. ®

Universities, public research and development institutions and the other
research entities of public law from EU play a well defined role on the
knowledge market. Transforming universities and public research and
development institutions in actors on international knowledge market and
increasing their capacity of colaboration with companies became a target
for romanian universities.

In Romania, the activity of agricultural consulting is a factor of major
importance for the development, diversification and specialization of
agricultural production, and to stimulate the transformation of subsistence
househols into modern commercial farms. This is why, the consulting
activity should be focus more and more towards market with the purpose
to give farmers quality advice in issues related to management and
organization in agri-food activities.

Beside it stimulates the producers initiative to join and to cooperate in
agriculture, agricultural advisory work is a vector of technology transfer
and thus a vector of knowledge in the agri-food system, essential to the
whole countryside, which is particulary addressed to holdings wishing to
develop and can not define and solve the problems they face.

The large number of subsistence or semi-subsistence holdings
(3.931.350), respectively the small number of unities with legal
personality (17.699) are major problems of agri-food system from
Romania, representing a great obstacle in its development and
modernization. Small consumers, represented by subsistence holdings
because of lack of information and financial disponibilities, don’t have
too many possibilities to access innovative technologies, which can not
lead to their earlier transformation in viable commercial farms. In this
regard, we can advice the public research institutions to be more involved
in managing the information/technology transfer, because they ensure
socio-economic advantages and atract funds for research process.

! I1dem 4,
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Another proposal would strengthen cooperative structures to collaborate
with research centers in order to optimize the dissemination of
information, experience and best practices, and cooperation to promote
innovation, to support those who want to create innovative enterprises and
to support innovative projects.

I believe that, agriculture, food safety and security is for Romania, a
fundamental research field with great potential and modernization of this
sector through the introduction and implementation of innovative
technologies clearly will increase its efficiency.

Given the presented events and the potential of Romanian agriculture we
can say that to be economic competitive on the market, companies in the
food industry should promote technological progress and that of national
food products in order to meet European requirements.

In this paper results as well that consultancy = knowledge transfer is
absolutely necessary, both in the urban and rural level, whereas
innovative use of technology is leading to improved working conditions
of the beneficiaries (farmers/companies) but through increased
profitability of the undertaken activities.
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POTENTIALS OF FOREIGN TRADE OF MEAT AND MEAT
PRODUCTS OF SERBIA ON THE INTERNATIONAL MARKET"

Bojan Matkovski, Stanislav Zeki¢™"

Abstract

A transitional process has had inevitable effects on decline of livestock
production in Serbia, and the process of liberalization has impacted
several changes of foreign trade of meat and meat products. The aim of
this paper is an analysis of competitiveness of meat and meat products on
the international market, as well as on the market of countries which are
the main foreign trade partners of Serbia: EU and CEFTA. Accordingly,
different indicators which measure a level of Revealed Comparative
Advantage of meat and meat products have been used, and a level of
interconnection of these indicators is shown through the correlation
analysis. The results show negative tendencies regarding the level of
comparative advantage of meat and meat products of Serbia, especially
on the EU market, which is a consequence of the market’s dealing with
new opportunities that require the adoption of new standards for export
of these products.

Kew words: meat and meat products, comparative advantage, Serbia
Introduction

The production of meat in the world is constantly growing up as a result
of the population growth, income growth and changes in consumer
preferences, and the FAO estimates indicate that demand for meat will
have been doubled by 2050, primarily as a consequence of the increase in
demand for meat in the countries in development (FAO, 2014).
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In Serbia, as well as in most of the countries of Central and Eastern
Europe, the transitional period have caused many problems for the
livestock sector, which found the adaptation after transit from centrally
planned to trade system of economy much harder than the sector of plant
production. Namely, the consequence of centrally planned system, and of
centralization and concentration of capital in the agriculture of Serbia, is a
dual production structure. The dual production structure implies large
companies which combine plant and livestock production to a greater or
lesser extent, but also a large number of individual agricultural
households with half-natural production.

As a result of the process of globalization, changes in the agricultural
sector, as well as in the foreign trade with agri-food products, are
inevitable. With the aim of integration on the international market and
preparations for the EU membership, Serbia has signed numerous
agreements regarding free trade: the Stabilization and Association
Agreement, the CEFTA Agreement (Bosnia and Herzegovina,
Macedonia, Montenegro, Albania, Moldavia, UNMIK in the name of
Kosovo), agreements for free trade with the EFTA countries, Russia,
Belorussia, Turkey, the USA. An impact of the signed agreements on the
range of foreign trade with agri-food products is inevitable, and according
to Matkovski, Lovre and Zeki¢ (2017), liberalization of trade has had
positive effects on intensification of foreign trade, as well as on the
growth of comparative advantage of the agri-food sector on the
international market.

When it comes to foreign trade with meat and meat products, Serbia has
decided to protect primary production of meat by high customs, which
protected its production, but also led to the lower levels of
competitiveness. The range of foreign trade with meat is low due to the
high customs which unable a significant part of import and uncompetitive
production does not meet security standards for export to a larger degree
(SEEDEV, 2017).

The main aim of the paper is an overview of the level of competitiveness
of meat and meat products of Serbia on the international market, as well
as on the main exporting markets: the EU and CEFTA countries, using
relevant methodology for measuring the level of comparative advantage.
The paper is divided into five chapters. After the introduction, an
overview of predominant views in literature, and materials and methods
of research are provided. The levels of production and competitiveness of
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meat and meat products are presented within the results of the research,
and in this chapter an analysis of the main factors which influence the
competitiveness of this trade segment is also included. After this chapter,
the summary of the results and closing remarks are given.

Literature review

Using the index of Revealed Comparative Advantage (RCA), and several
modifications of this index, numerous authors have analyzed the level of
comparative advantage for different sectors, sections and products in their
papers. When it comes to the analysis of comparative advantage of meat
and meat products in Serbia, many authors have dealt with this segment
within the analysis of comparative advantage of agri-food sector.
Matkovski, Lovre and Zeki¢ (2017) have analyzed the foreign trade
liberalization and export of agri-food products of Serbia and concluded that
meat and meat products have had advantage on the international market, as
well as on the market of CEFTA countries, but in last years negative
tendencies have been present, too. By contrary, in the paper written by
Vlahovi¢ and Velickovi¢ (2016) who have analyzed export, regional
structure, and comparative advantage of some segments of agri-food sector,
it has been concluded that meat and meat products have had a satisfactory
level of comparative advantage, and it is emphasized that, in order to
improve the competitiveness, producers should improve the quality of
products and marketing activities. BoZi¢ and Nikoli¢ (2013) have analyzed
the significance and comparative advantage of agricultural sector in the
foreign trade, and using the traditional Balassa index of Revealed
Comparative Advantage it has been concluded that meat and meat products
do not have comparative advantage on the international market. According
to these authors, the situation is somehow better on the market of CEFTA
countries than on the EU market. In the paper written by Birovljev,
Matkovski and Cetkovi¢ (2015) the competitiveness of agri-food products
on the CEFTA market has been analyzed and it has been concluded that
meat and meat products have had comparative advantage on the market of
all countries in the region, except Croatia. Matkovski et al. (2017) have
analyzed the competitiveness of meat and meat products of Serbia, as well
as the level of integration of Serbian market and main foreign trade partners
when it comes to this sector, and it has been concluded that in last several
years, there has been a decline in the level of comparative advantage on the
market of main foreign trade partners, excluding Russia where the growth
has been present. As a consequence of decline of comparative advantage

73



these authors emphasize the inability to cope with new market
opportunities which demand the adoption of new standards.

Material and methods

Within the paper the competitiveness of meat and meat products sector of
Serbia on the international market has been analyzed, also emphasizing
the levels of competitiveness within the markets for these products: EU,
the CEFTA countries and Russia. The level of competitiveness has been
measured by the comparative advantage indices traditionally used in
literature. Balassa (1965) has established the original index of
comparative advantage (RCA — Revealed Comparative Advantage):
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in which X presents export, i a country, j stands for a product, t presents a
group of products, n is for a group of countries to which these products
are exported.

The existence of Revealed Comparative Advantage implies that the value
of the RCA is higher than 1, and the higher the value of this index the
comparative advantage is considered to be more conspicuous. Numerous
modifications of this index are present in literature, and Vollrath (1991)
has formulated a new specification of Revealed Comparative Advantage
in the form of the Relative Trade Advantage (RTA) which is calculated as
a difference between the Relative Advantage of Export (RXA) and the
Relative Advantage of Import (RMA):

RTA = RXA — RMA

in which:
RXA = RCA
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in which M stands for exports, i presents a country, j presents a product, t
presents a group of products and n is for a group of countries to which
these products are exported.

Vollrath has, as two others indicators which could be used to measure
comparative advantage, formulated two other measures of comparative
advantage: a logarithmic value of RXA (In RXA), as well as a revealed
competitiveness (RC).

RC = InRXA — InRMA

When the value RC for a product is larger than 0, it is implied that that
product has comparative advantage. According to Vollrath, the RC is
more suitable indicator due to the fact that this index includes the balance
of supply and demand, so it depicts comparative advantage of the product
in the particular country much better. In literature, modified indices are
more preferred than the RCA index suggested by Ballasa since they cover
import and export, thus avoiding double calculation of products and
countries which may cause shortcomings. These modified indices are
often used in literature in numerous empirical analyses of competitiveness
of specific sectors or products (e.g. Ferto and Hubbard, 2002; Ignjatijevic,
MatijaSevi¢ and Milojevié, 2014; Zekic¢ et al., 2016).

Based on the example of Balance et al. (1987), particular statistical tests
for determination of the level in which certain RCA indices are consistent
in their identification of comparative advantage have been taken, so these
tests should determine how certain indicators are related when it comes to
identification of comparative advantage.

Using all these indicators, comparative advantages of meat and meat
products of Serbia are presented in the paper through different
modifications of the RCA index, and the data used has been taken from
the Statistical Office of Republic of Serbia (SORS), as well as from the
data basis UN Comtrade. The time period taken into consideration in the
paper is 2007-2016, and both changes in comparative advantage of meat
and meat products of Serbia on the international market and on the
markets of CEFTA and EU countries have been analyzed.
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Results and discussion
The characteristics of the meat supply chain in Serbia

In the last ten years the share of livestock production amounts about one
third of the total agricultural production in Serbia, and within the
livestock production prevails the livestock farming (71%) in comparison
to the manufactures of livestock products (29%). According to the
number of livestock units, the largest share has pig farming (36.7%) and
cattle farming (34.7%), poultry raising amounts 18.1%, sheep and goats
farming 9.7%, while the share of horses and other animals amounts less
than 1%. When it comes to the value of production, the products of cattle
farming (milk and meat) are the most represented — 40.9%, followed by
pig farming — 36.4%, while the products of poultry raising have share of
15%, and of sheep farming and goat farming about 6% (SORS, 2014).

If meat production is taken into consideration, in Serbia pork is produced
the most. From 2007 to 2016, pork was, with the share of 58% in the total
meat production, by far most commonly produced meat, and it was
followed by poultry, beef, and mutton with the shares of: 19%, 18% and
5%, respectively (Chart 1).

Chart 1. Trends in the production of meat in Serbia
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The largest significance in the structure of livestock production, although
in the last years with the tendency of decline in production, has had pig
farming, and according to the data of Census of Agriculture 2012, about
355,000 of agricultural households have been engaged in this production.
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Relatively large significance in the structure of livestock farming has had
cattle farming, both from the perspective of reproduction in livestock
production, and from the perspective of revitalization of traditional
systems of production in mountainous areas. According to the Census of
Agriculture 2012 about 177,000 of agricultural households has been
engaged in the cattle farming. Poultry is the only branch of livestock
production which records continuous growth, and according to the Census
of Agriculture 2012, about 414,000 of agricultural households has been
engaged in this production.

From the point of view of meat consumption in Serbia, pork is the most
significant with the average annual consumption of 27.5 kg per inhabitant.
It is followed by poultry with 11 kg, beef with 8.2 kg and mutton and goat
meet with 2.5 kg per inhabitant annually (FAOSTAT, 2017). In
comparison to the EU countries, in which there is an annual consumption
of pork of about 40 kg (European Commission, 2014), Serbia does not have
a large consumption, although it should be taken into consideration that a
significant number of livestock in Serbia is slaughtered for the own needs
which means that the real consumption is surely larger.

According to the data of MAFW (2014a), in 2010 there was 1,197 meat
slaughter and processing plants in Serbia, which implies that this country has
good capacities and that the level of their utilization is under the designed
one. When it comes to the meat slaughtering, cutting and processing plants,
there are 277 slaughterhouses for ungulates and 415 plants for mixed use
(slaughter, cutting and processing). Currently available capacities of
slaughterhouses are larger than demand on the domestic market.

As far as distribution is concerned, unlike other countries of Central and
Eastern Europe in which the process of internationalization of retail sector
has started in 1990s by entering of the large chain stores of the Western
European countries, in Serbia, that process has started later. The
appearance of the large international supermarket chains has imposed
challenges for agricultural producers, a sector of processing and a retail
sector (FAO, EBRD, 2007). Namely, the structure of Serbian retail has
significantly changed since 2000. The share of modern trade formats, like
hypermarkets and supermarkets has noticeably increased, and the number
of smaller retail objects has dropped. However, despite the closure of the
large number of small retail objects, smaller retail formats are still
dominant. Also, by taking into consideration an indicator of trade
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fragmentation, measured by the number of inhabitants per store, it can be
concluded that Serbia still has a relatively undeveloped trade system.

Unlike other food products, in whose case the role of supermarkets in the
last decade has been highly significant for distribution, when it comes to
the meat and meat products distribution in Serbia, specialty stores still
have the most important role, more specifically — butcher shops.
Additionally, a certain number of large producers have their own network
of retail shops in which they trade with meat and meat products.
However, in future, a growing importance of supermarkets as meat
distributors is expected (FAO, EBRD, 2017).

Foreign trade with meat and meat products in Serbia

In the analyzed period 2007-2016, the share of meat and meat products in
the total export of agri-food products amounted 3.4%, while these
products participated in the total import of agri-food products with about
4.9% (SORS, 2017). The export had a tendency of growth of 2.9%
annually, and the largest value of export was realized in 2014 primarily
due to the growth in export to Russia which is the result of the Russian
sanctions to EU.

In the analyzed period, import has been increasing faster than export, by
average annual rate of 18.4%, and the largest value of import has been
realized in 2014. A positive foreign trade balance is characteristic for the
larger part of the analyzed period, except 2012 and 2013 when a negative
foreign trade of meat and meat products balance has been present (Chart 2).

Chart 2. Trends in the export, import and net-export of meat and meat
products of Serbia
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The most important market for meat and meat products export from
Serbia is the CEFTA market to which about 77% of the total export of
these products has been sent in the analyzed period. A significant growth
in the export of meat and meat products has been noticeable on the
Russian market as a consequence of the duty-free import for large number
of Serbian agri-food products since 2011. The sanctions of Russia for
import of products from EU had an impact on the increase of export to
Russia, which led to the high value of export in 2014 and 2015 (Djuri¢
and Puskari¢, 2015). However, despite the closure of the Russian market
for EU meat, there are still large producers on this market, with more
competitive prices than Serbia, and an additional problem for export of
meat from Serbia to this market is a logistics for export of larger
quantities (SEDDEV, 2017). Export to the EU countries is on the
extremely low level, primarily due to the failure to meet the standards for
export to this market, and only 0.5% of slaughterhouses have a license for
export to the EU market (MAFW, 2016).

Chart 3. Regional structure of export of meat and meat products of Serbia
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Chart 4. Regional structure of import of meat and meat products of Serbia
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The value of import of meat and meat products has significantly increased
from 2007 to 2014, and in 2014 it has been, nominally, 6 times larger than
in 2007, while in the last two years it has had a falling tendency (Chart 4).
The largest part of meat and meat products import has been realized from
the EU countries, from which it has been imported about 67% of the total
import of meat and meat products in the analyzed period, whereas the
import from the CEFTA countries equals about one third of the total
import of these products.

Comparative advantage in export of meat and meat products from
Serbia

In order to determine the level of comparative advantage of meat and
meat products on the international market, as well as on the EU and
CEFTA markets, firstly, a traditional index of comparative advantage
defined by Balassa has been measured (Chart 5). The RCA index is
smaller than 1 for the most of the analyzed years, which means that meat
and meat products do not have comparative advantage. As far as the
difference between the analyzed markets is concerned, the lowest level of
comparative advantage has been present on the EU market, to which
Serbia has been exporting very small amounts of meat and meat products.
Situation with comparative advantage on the international market has
slightly increased in 2014, as a consequence of export to Russia.

Chart 5. Index of Revealed Comparative Advantage of meat and meat
products of Serbia
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By using modified RCA indices (Table 1), it can be concluded that Serbia
does not achieve, or in particular years achieves satisfactory comparative
advantage. The best situation is on the CEFTA market, while it is
noticeably more unfavorable on the EU market. In addition, if different
indices of comparative advantage are compared, situation is better in the
case of RTA and RC, since they also take into consideration import of
meat and meat products in Serbia, so according to these indices meat and
meat products have satisfactory level of comparative advantage.

Table 1. Indices of Revealed Comparative Advantage of meat and meat
products of Serbia

WORLD EU CEFTA

RXA RTA In RXA§ RC RXA RTA §In RXA§ RC RXA | RTA | InRXA | RC
RCAIf. >1 >0 >0 >0 >1 >0 >0 >0 >1 >0 >0 >0
2007 160 139 047 206 126 110 023 | 205 148 127 039 198
2008 1,02 071 002 118 0,87 063  -014 128 1,23 099 021 1,63
2009 088 053 012 0% 070 044 036 098 09 074 004 148
2010 0,79 042 -024 | 077 0,60 033 -051 080 0,88 066 @ -013 | 141
2011 065 024 -043 045 047 047 075 045 076 051 -027 110
2012 073 013 031 020 051 008  -067 | 018 079 047 -023 090
2013 0,62 001 -048 -002 042 -002  -087 -006 0,85 052  -016 | 094
2014 120 044 018 046 08 031  -014 043 097 057 -003 088
2015 088 015 -012 018 085 009 -043 014 088 046 -013 075
2016 0,69 009 -037 015 0,54 006  -061 @ 012 075 | 049 -029 1086
Mean 0,94 048 -011 075 0,71 038 | -040 @ 077 0,99 072 -003 | 129

Source: The authors' calculations on the basis of UN Comtrade, 2017

Ballance et al. (1987) suggested simple statistical tests for analysis of
correlation of different indices of comparative advantage which should
determine at which level different indices of comparative advantage are
related, i.e. these tests can determine empirical consistence of different
indices of comparative advantage.

Table 2. The correlation index of the comparative advantage of meat and
meat products of Serbia

Ip I's

RXA RTA In RXA RC RXA RTA In RXA RC
RXA © 1,000000 00901050 0989276 : 0,818452 | 1,000000 0,818182 : 1,000000 0,733333
RTA 0901050 = 1,000000 0,878397 ; 0,985703 | 0818162 1,000000 . 0,818182 . 0975758

InRXA 0989276 0,878397 @ 1000000 : 0,798535 | 1000000 0818182 : 1000000 0,733333
RC 0818452 0,985703 0,798535 . 1,000000 | 0,733333 0975758 : 0,733333  1,000000

o~ Pearson correlation index.rs - Spearman correlation index

Source: The authors' calculations on the basis of UN Comtrade, 2017
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By using Pearson and Spearman correlation index (Table 2) a correlation
coefficient between four different indices which can measure comparative
advantage has been calculated. If correlation coefficient is above 70% it
can be said that two different indices have consistent results. By using
both correlation indices, it has been shown that all four indices are
significantly correlated, so results for meat and meat products, according
to all indicators, are highly consistent.

Potentials and limitations of meat and meat products sector in Serbia

In the value structure of agricultural production in Serbia livestock
production presents one third, which, taking into consideration available
resources of Serbia, can be regarded as very low. Livestock production in
Serbia mostly takes place on small family agricultural households, and in
last several years concentration of production on larger family households
and households of legal entities in certain parts of livestock production
such as, for instance, poultry raising and pig farming, has been present to
some extent. An extremely large number of individual agricultural
producers, who, to great extent, produce only for their own needs, present
an obstacle for production intensification, since small agricultural
producers apply low intensity production systems which are based on
locally adapted races (MAFW, 2014b).

There are numerous additional problems and limitations both in the
process of production and in the foreign trade with meat and meat
products. Namely, for many years production of meat was not in the
system of incentive of agriculture, which additionally negatively
influenced development of production and loss of particular markets.
Also, there are some problems when it comes to the breed structure of
livestock production which is not on a satisfactory level in Serbia, and
livestock farming sector is to the greater extent conditioned by import of
races and hybrids from countries with more developed livestock farming
systems.

In order to advance meat and meat products export to the EU market it is
necessary to (SEEDEV, 2017):
e advance the way of adoption of EU regulations related to veterinary
policy and food safety;
e improve the system of registration and approval of production
capacities;
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e mobilize unnecessary material and institutional resources for
solving issues of animal welfare important for international trade
with alive animals, meat and some primary products of animal
origin (discontinuation of vaccination against swine fever;
monitoring Salmonella; atypical fowl plague);

e develop and establish an integral system of collecting, removal and
usage of animal by-products;

o further improve a national monitoring of residues and develop other
programs for monitoring of particular animal diseases and perennial
and annual plans of food safety control and animal foods and

e cstablish a comprehensive plan of official controls of hygiene, food
safety and animal foods based on risk assessment, and develop
mechanisms and structures for cooperation and coordination of all
authorities in the food chain.

Certainly, an establishment of appropriate associations which could offer
a versatile support for improvement of competitive positions on the
international market would trigger an improvement of competitiveness
among meat producers and processors. Namely, associations of producers
could impact building of protection capacities (i.e. of geographical
origin), marketing, but also faster adaptation when it comes to
establishment of appropriate exporting standards.

Conclusion

A foreign trade with meat and meat products is on a low level, primarily
due to high customs which unable significant import and incompetent
production does not fulfill safety standards for export. The most
significant market for meat and meat products export from Serbia are the
CEFTA countries, and in last years larger quantities have been exported
to Russia, but, because of the inappropriate logistics, further significant
growth in meat export to this market is not expected. Export to the EU
countries is on a low level, so it is necessary to undertake numerous
measures in order to impact growth of competitiveness on this market, in
terms of the EU regulations adoption in the area of veterinary policy and
food safety. When it comes to import, meat and meat products are to the
greater extent imported right from the EU countries. Results of the
analysis of several RCA indices used in this paper showed that meat and
meat products have a very low level of RCA, and by correlation analysis
their consistence has been tested. Also, results show negative tendencies
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which are probably results of additional liberalization which opened the
market. In that sense, creators of agricultural policy should make
additional efforts in future period in order to influence strengthening of
competitiveness both on the domestic and international markets, primarily
on the EU market through development of safety standards and meat and
meat products quality. In future papers, the authors are going to make a
comparative analysis of competitiveness of meat and meat products of the
regional countries, which will further help in establishment of reasons for
low levels of competitiveness of this sector in Serbia.
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STRATEGIC SIGNIFICANCE OF WHOLESALE MARKETS IN
AGRICULTURAL PRODUCTS SALE'

Boris Kuzmanz, Nedeljko Prdié

Abstract

Sustainable agriculture is a strategic approach and development program
of agrarian economyleading to the increasedagricultural products trade.
Regional and world market development more commonly bring the
change of current economic strategy for agriculture development and
increase the companies’ competitiveness. The paper’s aim is to point to
the elements of competitiveness advantages of wholesale markets which
can reflect on the increase in agricultural products trade, and to highlight
the need for constructing these facilities in Serbia. The main hypothesis is
based on knowing the wholesale markets’ place, role and significance for
domestic agriculture development with the purpose to increase
agricultural products’ sale. Modern economy conditions, changeable
market conditions and competition point to the economic efficacy of
wholesale markets as distribution channelsfor agricultural products.This
paper points out the basic directions of sustainable agriculture
development as a recommendation for improving agricultural products’
sale through wholesale markets.

Key words: sustainable agriculture, competitiveness, wholesale market,
agricultural products

Introduction

Due to trade development in agroindustrial sector, market institutions
specialized for movement of goods has a special role. Trade and
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sustainable agriculture in this century are characterized by bigger role and
significance of these institutions (fairs, wholesale markets, markets),
which gained bigger role and importance with the development of new
information technologies, technological development, IT “revolution”,
unsparing competition, “knowledge” affirmation as a very important
resource, and as such they are only a part of the new market
circumstances.

In developed market countries, wholesale markets survive and develop
within changed market circumstances, as the essential connection
between production and consumption in agricultural products’ sale. New
economic circumstances give wholesale markets a primary role in
supplying big cities and regions, with above all, fruit and vegetables, but
also with other products. From the market aspect, wholesale markets also
have competitive advantage, in the respect of diverse products offer and
demand. Also, the quality and price enable these markets the role of the
mediator, where fresh products from familiar traders are sold to familiar
buyers, with low prices (market acceptable), at the familiar buying
location.

“Wholesale market is a special market institution dealing with wholesale
trade by arranging, maintaining and renting out specialized space for
display and sale of fruit, vegetables and other agricultural and food
products and other consumer goods, as well as providing related services,
particularly storing of goods, its finalization, processing, packing and
other services connected with handling and transport.” (Law on Trade-
Republic of Serbia)

This text analyses political, economic and commercial aspects of
wholesale market management for the purpose of making efficient
decision, with the main aim to develop sustainable domestic agriculture
and to improve strategic positions of the country on domestic and regional
market. Text is made to help managers and authorities whose job is food
wholesale in order to improve the work of current domestic wholesale
markets or to plan construction of the new ones. Characteristics and the
role of wholesale markets at the beginning of this century are changing a
lot. These changes require answers to the question of what is the optimal
way of managing wholesale markets and the way they are organized,
from the aspect of efficacy of utilization of open and closed spaces,
cooling systems, storage, warehouses, and also the infrastructural spaces
they are built on. Infrastructural space includes vicinity of highways,
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railways, piers, with large parking spaces, all with the aim to have
efficient external traffic and internal transport. The main objective of the
paper refers to decision-makers for building a warehouse as a strategic
market institution in order to promote trade, to develop sustainable
domestic agriculture, to raise business results of goods’ sellers, buyers’
satisfaction and efficient model of business efficacy of a modern
wholesale market.

Wholesale markets in Serbia- current market position working
method

The main aim of the paper is focused on the research on the role,
significance and the effect of wholesale markets as specialized market
institutions in the function of sustainable agriculture’s development for
the purpose of increasing the trade with agricultural products. Also, the
aim of the paper is to indicate the significance of wholesale markets in
market developed countries and in our country and to perceive strategies,
tactics and directions of development of these market institutions in
Serbia. Theoretical framework of this research is based on the literature
from the field of management, marketing, trade and other scientific
disciplines like sociology, psychology, etc. Theoretical attitudes in the
paper areverified in author’s own empirical research conducted on
“Kvantaskapijaca” in Novi Sad (part of JKPTrZnica Novi Sad) using the
purposive sampling method. The research’s results provided a more
trustworthy basis for theoretical analyses and objectification of the role,
significance and the effect of wholesale markets as a channel for
distribution of agricultural products.

Our company’s development plan includes, in accordance with the urban
city plan, searching for the best solution for moving this market place to
the suitable location which will suit the generally accepted standards with
its surface, access road and infrastructure. (www.nstrznica.co.rs)

Research on the business success of goods’ sellers (companies) on
“Kvantaskapijaca” was carried out by the method of questioning on the
60 sellers sample. When it comes to the success verified in annual
business balance the state of the sellers from the survey shows the
following:

e 51% of the sellers covered the expenses, but did not make profit

o 39% of the sellers were successful in business and made profit

e 10% of the sellers had business which resulted in loss
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The most important business control instruments of the companies in the
survey, based on the questionnaire are the following(ranked 1-5; 1- the
most significant):

o Sales volume 1.9

e Profit2.6

e Market involment 2.7

e Liquidity

e Marketing costs ( sales promotion) 2.0

As far as the respondents’ attitudes on trade conditions on
“KvantaSkapijaca” are concerned 30% of them have positive attitude and
70% have negative attitude on the sales conditions.

When they were asked if the new modern market facility like wholesale
market should be built, 85% gave the positive answer, while 15% regard
it as unnecessary. The respondents were questioned about the potential
location for constructing the wholesale market and the answers were the
following:

o At the outskirts of the city, near traffic routes (the highway) 60%

e At or near the “Najlonpijaca” 30%

o At the current location 10%

It was not possible to get more precise and more specific answer about the
suitable location for future wholesale market since the decision on
construction and location has not been adopted yet. Based on the answers
in the survey, it can be concluded that the goods sellers are familiar with
the most significant factors that can affect their business efficacy.

The survey on the customers’ attitudes about buying conditions on
“KvantaSkapijaca”,carried out on the sample of 200 respondents, showed
the following results:

e Very bad conditions 80%

e Acceptable conditions 20%

The answers on the question whether they would purchase at the new
wholesale market:

e Yes, I would 90%

e Idon’t know, I’'m not sure 10%

Research results of purchase motives at the new wholesale market
according to the significance are the following:
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e Products’ freshness 37%

e Products’ quality 27%

e Price 25%

o Diversification of offer 9%
e Habits 2%

After the conducted research on the customers’ attitudes about
constructing the wholesale market, it is necessary to carry out detailed
research on the attitudes of customers who have visited
“Kvantaskapijaca” as well as the marketplace of the sellers from the
survey. Also, the research can be conducted among potential customers
who have not visited the marketplace in order to determine the wholesale
market’s influence on the awareness about the products’ existence and the
potential customers’ interest for the product. The research should
determine the level of awareness about the construction of wholesale
market and the interest for the products. It can be concluded that the
customers’ attitudes are very important for the functioning of the
wholesale market, but that is not the subject of this paper’s research.

A need for researching the significance of wholesale markets in the aspect
of selling the products stems from the fact whether the sellers achieved
their goals by selling at the wholesale market as well as from the
competition of wholesale markets as the channel for distribution with
other relevant centers for agricultural products trade.

The vision of Wholesale market Belgrade (“Veletrznice Beograd”) is to
enable development of local self-government in the Republic of Serbia
and to enable maximal competitiveness. Besides that, the aim is to
provide the easier connection between producers and sellers. The mission
is to create the best conditions for all users, through the offer and demand
for fresh food on the platform with modern infrastructure. Another aim is
to ensure business stability, by growth and development of companies,
through constant rising of the competitiveness of traders working in the
system. This kind of development policy would ensure easier placement
for the traders, which will lead to better prices with defined food quality
and safety policies. (Wholesale market Belgrade)

There are over 500 hundred traders at Belgrade wholesale market. The
wholesale market includes 866 marketplaces (on the area of 7ha) on the
plateau and 6300m’business and storage place (20 premises, 3 wharves,
73 tents and 52 warehouses). (veletrznica.co.rs, 2017)
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Advantages of a wholesale market:

o it enables food procurement for public institutions at stock market
prices without inviting tenders which saves money and time
significantly.

e it introduces tax discipline into food trade,

e it prevents unloyal competition,

e it provides better conditions for market placement of domestic
producers’ products,

e it encourages cooperation development and and associations

o it enables finalizing and introduction of marketing standards.

e it creates additional value for fresh food products (calibration and
packing). (Vlahovic, 2013)

Apart from market and public function, wholesale markets in our country
have a special role in a sociological sense. They are market and public
institutions that enable, besides their main function of offering and
demanding products, meeting and communication of a large number of
people at the familiar shopping place. Their social role grows due to the
position and place they are situated in and those are big urban
environments, which besides their market function, have the function to
enable encounters of a big number of people at the public place.
Communication intensity depends on their age and other social roles
where people identify and integrate themselves in the urban environment
with all its flaws, virtues and significances.

In market developed countries, wholesale markets are one of the most
important market institutions for agricultural products movement. In the
last years of the last century, especially in this century, significant
changes occurred regarding increasing the significance of wholesale
markets. As far as our country is concerned, wholesale markets are on a
very low development level due to the fact that there is only a wholesale
market in Belgrade (“Veletrznica Beograd).In other cities this kind of
trade is preformed through “Kvantaskapijaca”, which actually
represent retail, not wholesale. Based on communication knowledge on
the functioning of this kind of markets in our country, it can be said that
this type of “wholesale trade” is unsustainable and that modern trade
facilities have to be constructed as the main pre-condition for domestic
agriculture development, development of trade in agroindustry and raising
domestic products’ competitiveness on the regional and other markets.
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A wholesale market lowers total expenses of brokering for the following
market subjects primarily:

e producers, importers, exporters, wholesalers, by making them
“free” from renting and investing into too big storage capacities,
expensive cold storages and conditioned warehouses through
offering smaller storage units, with the main service of a great
quality with a number of potential following services at acceptable
prices.

e wholesalers (for the further products’ movement), big domestic
and foreign retailers, retail in neighboring country, caterers,
institutional buyers and other subjects, by putting a
large assortment of goods at lower prices at their disposal at any
moment along with making them free from investing and renting
already spent capacities.

o final consumers, by providing them with goods of better quality at
lower prices than it is the case now.

It is important to point out that the decision on the wholesale markets’
construction is on the higher level of authorities which have to adopt the
strategy and movement direction regarding the decision on construction
of these market institutions. Based on the conducted research, it can be
concluded that these institutions are pre-condition for domestic
agriculture development and they are of vital importance for trade and
domestic agriculture development.

Political-legal and institutional aspects of constructing the wholesale
market

The main assumption and responsibility for trade development in agro-
industry and improvement of agricultural production are held by the
government and its institutions. They have to provide the necessary
infrastructure and financial and legislative framework for functioning of
the public sector and creating conditions for development of the private
sector.

The role and significance of wholesale markets grows worldwide with
market development. They become central trade spots for agroindustrial
products wholesale with modern sophisticated selling methods (Prdi¢,
2016).
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Measures for efficient functioning of agro-industrial market and
agicultural produce primarily refer to the following:
e Creating market conditions for providing a diverse offer of
agricultural products.
e Providing real market mechanisms in order to create conditions
that enable market competitiveness
e Providing standards and criteria for market business
e Providing criteria and standards for quality and quality degrees
e Creating legal and by-law conditions for ensuring people’s safety
and health and for the control of vegetable and animal products.

The role of the government should be specially mentioned since it creates,
in political aspect, economic and other conditions for trade, transport and
goods transport, decentralization in the aspect of urban development of
cities, infrastructural equipment. It can also offer a solution for the
direction in which the agriculture products market will develop. The role
of the wholesale market as the main trade broker should be emphasized
too. The government’s role in developed trade economies is to set the
necessary infrastructure and financial and legal framework for
functioning of the public sector. Another role is to provide legislative
framework for the private sector, which can develop in the aspect of trade
within adopted laws.

In order to establish legally defined roles, there is a need to define the role
of every wholesale market clearly. This strategy has to be accepted by the
national, regional, city and municipal authorities as well as by producers,
wholesalers and buyers at every wholesale market, service providers in
banking sector, in transport sector and also by the management of a
wholesale market.

The role of wholesale market for development of agriculture

Wholesale markets as specialized marked institutions in goods
movement are the most efficient place for trade of agricultural products,
primarily fruit and vegetables, but also other products depending on the
place and role of a wholesale market on the market. They actually
represent the market environment where it is possible to achieve the most
acceptable price for products via concentration of offer and demand with
open competition and transparency. Their significance as market
institutions enables the offer of appropriate products, sellers and buyers at
one place with the aim to provide real (low) prices at every moment.
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Modern wholesale markets which are equipped with modern facilities
have all conditions for trade through stock market and because of that
they represent the most efficient strategic space for trade in agro-industry
and agriculture.

Nowadays, when the awareness about nutrition and about the importance
of arable land grows, it is necessary to give specific attention to the
problem of financial deficiency within agrarian production. (Vojnovic et
al. 2017)

It is known that agricultural products’ market as a part of a whole market
takes special place due to specificity of agricultural production and that
makes market conditions also special. Street markets as special market
institutions have a significant role in the domestic agriculture
development, especially for the development of small family agricultural
holdings as a part of the whole agricultural products’ market. (Prdic,
2014)

This concentration of offer and demand represented through wholesalers
and buyers, especially through retail trade chains, distributive centers,
public institutions and companies, is very important for developing
countries. It is actually the most important for developing countries which
need to establish modern market approach in agriculture after agricultural
combines, state warehouses and distributive centers are no longer exists.

Due to the development of trade, urban infrastructure and competitive
market, wholesale market’s location and development strategies are
directed to the places of main roads at outskirts of cities for the sake of
more efficient transport, preventing traffic congestions issues, pollution,
and noise and also for the purpose of creating conditions for competitive
advantage over other distributive centers (Kuzman et al., 2017).

Wholesale markets worldwide have the role and the task of a very
important commercial and logistic mediator on the fruit and vegetable
market. Importance of mediation of every wholesale market stems from
the structure of sales and storage capacities offer on every wholesale
market and its positions in the channels of relevant goods groups’
marketing. Therefore, every wholesale market in the world creates its
own gravity cores, which are their clients who see the existence of a
wholesale market as beneficial for themselves. (Lovreta, 2008)
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The World Union of Wholesale Markets (WUWM) has a specific role and
it is significant for the development of wholesale markets. It was founded
in 1958 for the following purposes:
e to enable international promotion of wholesale markets
e to raise the efficacy and effectiveness of wholesale markets’
functioning
e to make the role of wholesale markets bigger within the whole
food sector.

Rapidly growing worldwide, wholesale markets will keep playing the
vital role in channeling the wide food spectrum to urban consumers,
despite the fact that new techniques are being adopted, like for instance
supplying supermarkets with products directly by farmers. Investments
into infrastructure of wholesale markets are undoubtedly going to rise
during oncoming years. However, wholesale markets will not represent
financial burden to local and national authorities. If they are managed
properly and professionally, wholesale markets can make powerful
stimuli to modernization of food market as a whole. (INFOAM,2014)

Considering the fact that previous research dealt with comparative
advantages of some countries or group of countries in regard to their
position in world trade, the author introduces a new approach which
follows comparative advantages between two countries, as well as
competitors on the same market (Kuzman et al., 2016).

Total volume on products market is 26 million tons per year, which is
approximately 40% of fruit and vegetables supply in Europe (24 million
tons per year), 10% of fish and fish products supply in Europe (1 million
tons per year) and 2% of meat and meat products supply in Europe (1
million tons per year). (WUWM, 2016)

System of trade information gives daily, updated information about the
state in various agriculture sectors in Serbia and it can provide relevant
information about market potentials and competition. In the online
survey,1361 site visitors answered the question if STIPS (System of trade
information in Serbian agriculture) helps them in making decisions in
their business and the answers are the following: (Employer) Yes, it helps
me a lot 45%, It helps me 34%, It doesn’t help 21% (STIPS)

By analyzing the set goals and the role that world wholesale markets
union assigns to agriculture development, it can be concluded that their
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primary aim is the necessity of the modern wholesale market
construction, primarily in developing countries and transition countries,
but also in a large number of developed countries in present and future.

Main elements for efficient management of wholesale market

The most important elements for efficient management refer to the
legislations, suitable capital structure, efficiency in decision making,
establishing domestic and foreign associations of wholesale markets and
retail markets, creating trust in a wholesale market among buyers.
Another important element is the influence of political structures on
management and finances; besides political, it also includes the influence
of other groups, institutions and individuals interested in development
of a wholesale market as the most efficient instrument of agricultural
products wholesale.

Competitive advantage— over competition has been won by the offer of a
higher value for a buyer or with lower prices or by giving more benefits
that justify higher prices (Kotler et al. 2007).

The most important elements for efficient management of wholesale
markets are:

appropriate capital control

necessary powers and authorizations

efficient agreement with market users

accordance with market rules, contracts and agreements

economic sustainability

efficient relations with wholesale market users, service providers
government agencies and other markets

operational and management efficacy

efficient structure of decision making

trained and disciplined staff

10 trust in wholesale market- integrity of wholesaler

11. politics and finances

SN S

\© %0

Leading principles in marketing management of wholesale markets are
based on the following criteria:

1. Financial sustainability on the market means trust and trust in its
use as well as accepting fees, taxes and rules made by a
wholesaler, agricultural producers, retailers and other buyers and
users
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2. Operational efficacy which includes:

o financial handling with delivery, loading and unloading of
products

e discipline on the market, in inland traffic, storing and
exposing the products which can be achieved with valid
contracts on rental and with widely accepted and
implemented market rules and regulations.

 traffic control and parking

e personal safety

o safety of products

e cleanliness and hygiene

o Efficient service providing, like services of loading and
unloading, movement of products, telephone, fax, e-mail
services, internal communication, storage and cold storage.

3. Pleasant and safe trade and working environment in which private
trade can be profitable. Such environment should have toilet, food
drink and other services like bank, accountants, entrance for
suppliers (for example packing of material, seeds, and fertilizers
for agricultural producers), parking, food and accommodation for
transporters.

4. A wholesale market should be in accordance with general market
and social needs by providing the following:

o regular supply with fruit, vegetables and other food
products of specified quality and quantity

e transparency of prices through free competition among
traders

o obeyed standards and prices

e package that corresponds market or possibly consumers’
needs

5. Wholesale market management should have correct relation with
market users including wholesalers, other market operators,
agricultural producers, sellers and buyers and other service
providers.

Modern business conditions impose clear and precise criteria regarding
agreed obligations about rental, with clearly defined laws and obligations,
whose main aim is to secure discipline in market operations for the sake
of eliminating misunderstandings and legal disputes. Many world
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wholesale markets use experience of others as rules and principles of
International retail and wholesale markets association and World
organization for food within the United Nations.

Proactive company tends to have strategic initiative to control place and
time of an action on the market. In order to achieve the competitive
advantage on the market, it is essential to allocate main sources to
strategic directions of company’s development. (Milosavljevic, 2010)

So, the efficacy of wholesale market as a competitive company to other
aspects of trade can be viewed as an efficient wholesale market
construction model in all bigger cities which would replace current
“kvantaskapijaca” and make this form of trade successful. (Prdic, 2016)

Recommendations and directions for development of wholesale
markets those are significant for agriculture development

Development of domestic wholesale markets in future as a strategic
instrument of trade has to be based on already adopted existence mission
in accordance with proclaimed values. Wholesale markets’ vision and
strategically determined values have to be in accordance with strategic
vision of domestic agriculture, based on the sustainable competitive
advantage strategy. Besides the strategy based on the competitive
advantage and the strategy of regional leader, business strategy of
domestic wholesale markets development is also development strategy
based on the application of e-business and internet. IT technology,
especially internet development, makes it possible to make a huge
strategic step in that direction, because operative and easily-accessible
data bases can be created, which enables a constant education of
employees and management and it helps them to acquire special
knowledge about wholesale market managing.

The availability of all relevant information on global market is very
important for future success of domestic wholesale markets.

Strategic significance of wholesale market for agriculture development
has to be a part of a real trade strategy and it has to be a long-term
strategic goal for agriculture development. In the future, domestic
wholesale markets need to “enter” complex research on their own identity
to determine values on which they function and to see how leading world
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wholesale markets operate and to discover a possibility for new
development and affirmation.

Achieving agrarian competitiveness requires that macroeconomic
management change basic elements of agriculture strategies in the
direction of creating agricultural systems, whose growth is guided by
knowledge and innovations, and in the direction of agriculture products’
chain development (Mihajlovic et al., 2016).

Benchmarking against best identified practices, if suitably adopted and
adapted, can generate a company considerable profit of performance
within a very short time (Maire et al., 2005).

The Target costs are defined as the difference between the anticipated
price and required return. In practice, target profit often is driven by
medium term corporate profit plans, which reflect the returns demanded
by the financial markets (Woods et al., 2012).

Recommendations for wholesale markets development and management
in future are to adopt the concept in which knowledge based management
b is one of important competitive advantages. Managers of future modern
wholesale markets have to be responsible, open for communication and
able to adopt new knowledge and world experiences in wholesale market
management. Also, it is important that they can actively apply all
acquired knowledge and experience.

SWOT analysis of market potentials of wholesale markets External
aspect of SWOT analysis

Opportunities
o Efficient and effective distribution channels of agricultural
products

o Specialized market institutions at which the interests of producers,
buyers, sellers and wholesale market are accomplished in the most
efficient way.

e They enable development of domestic agriculture and create
chances for a state help to development of agriculture holdings,
due to marketplace efficacy in the aspect of good price and
products’ quality.

o Buyers’ interests for wholesale markets and market development

e Adapting to new market circumstances and consumers’ needs
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Threats

Constructing of new modern trade center creates conditions for
sale increasing

Strategy of competitive advantage of wholesale markets in respect
to competitive companies

Development strategy of a wholesale market as city- public and
infrastructural center

Creating market position of “ so called brend street market”
Constant research of consumers’ needs, attitude and perceptions
Marketing-- communication strategy with sellers, buyers and
interested public.

Selling of goods out of market and trade transactions

A large number of distributive centers that trade with agricultural
products

Not adapting and implementing the strategy of development of a
wholesale market as a primary distributive chain in agricultural
products sale

Changing the market environment and consumers’ needs and
attitudes

Inadequate service quality

Regulated system of legislation , legal and ownership relations

Internal aspects of SWOT analysis

Strengths

Adopting national strategy for wholesale market construction in
all bigger city trade centers

Helping domestic agriculture and directing the product sale on the
wholesale market

Strategic approach to the significance of a wholesale market and
managing wholesale markets are based on competence and
knowledge

Quality of the offer at traditional market institution

Direct trade, interest seller, buyer

Selling traditional domestic products

Researching consumers’ attitudes

Improving the service quality

Adapting to market changes, on domestic, regional markets and
the market of developed countries
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Weaknesses

e Not adapting the strategy of development of a wholesale market.

e Undefined market relation in the aspect of obeying legal, market-
financial and tax solution

e Lack of a clear vision and strategy of relations of wholesale
markets and retail markets of agriculture products

e Stronger competition and a lack of development strategies

o Infrastructural equipment, market position of wholesale markets

e Influence of political factors

o Inadequate marketing-communication strategy

Conclusion

Strategic significance of wholesale markets for agriculture development
represents a clear vision and a thought-out way to the future, which
represents certain strategic development and increasing incomes of
domestic products sellers in today’s economic conditions. By constructing
the wholesale market, our country, which is mostly agriculturalshould
create necessary conditions for more dominant position on the regional
market that would enable bigger sale and better perspective for further
development.

Based on the theoretical and practical research for the needs of this paper,
it has been confirmed that it is necessary to adopt the strategy for the
construction of the wholesale market for the purpose of increasing the
trade and sale of agricultural products. It should be especially
emphasized that the construction of these facilities is urgent, based on the
world experiences on the agriculture and trade development. Also,
domestic sellers see a wholesale market as an organized, well-equipped
and unique site for meeting of sellers and buyers, where the company’s
(seller’s) success and satisfied buyer is seen as the final result.

Conducted research enabled achieving the main aim of the paper, so this
paper points out the significance of strategic approach to wholesale
markets in market developed countries and in our countries. The paper
also indicates the possibility of application of this facility on domestic
market and determines assumptions and directions for the implementation
of the concept of wholesale market development on domestic market.
Regarding the main aim of the paper, strategic significance of wholesale
markets for agriculture development and increasing business results on
the one side, and empirical research of companies (sellers) on domestic
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market on the other side. It is necessary to anticipate and identify all
obstacles and remove doubts about strategic significance of wholesale
markets for agriculture development as well as improving interests of
companies (sellers) and buyers.
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STATE AID AS A FOREIGN INVESTMENT FACTOR IN THE
AGRICULTURAL SECTOR OF THE REPUBLIC OF SRPSKA

. sl 7. -2
Boro Krsti¢', Milica Pani¢

Abstract

The development of national economies largely depends on the state of
direct foreign investments, and their impact is certainly visible in the
agricultural sector as well. As the Republic of Srpska and BiH have
entered the transition period after the war, the fast economic recovery
required the establishment of intensive business cooperation with
partners from around the world, and foreign investments were a factor of
contention in furthering development in these areas. Foreign investment
contributes to the improvement of the existing investment environment as
fresh capital motivates new investors. The paper analyzes important
characteristics and features of state aid. The aim of the paper is to
provide a legal aspect of the role and importance of state aid as a
measure to stimulate foreign investment in the agricultural sector of the
Republic of Srpska. The analysis of various forms of incentives allows
determining the degree and scope of state aid for stimulating foreign
investment in the agricultural sector of the Republic of Srpska over the
past years, and points to existing constraints and future perspectives.

Key words: state aid, foreign investment, incentives
Introduction

The level of investment in capital is one of the main criteria determining
the level of development of a country, and it is in the best interest of each
country to attract as many investments both domestic and foreign. This is
especially true at the time of the current economic and financial crisis.
Foreign investments bring a whole range of positive effects, such as new
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jobs opening, applying new, modern technologies, market development,
strengthening competition on the market, higher tax revenues for the state
budget, and the like (Krsti¢, 2017). Foreign investment is in practice
encouraged by various measures by the state, state authorities, territorial
autonomy units and local self-government units, various economic
entities or entities under the control of the state. The mentioned measures
aim to promote the arrival of foreign investors, i.e. to influence foreign
investors to stay in the given country, or to expand their investments.

Such actions by the states should not be surprising, given the still current
economic and financial crisis around the world, as well as high
unemployment rate. It is understood that various forms of incentives can
be given to domestic businesses, so a balance must be created between the
two groups of investors.

In Republic of Srpska and Bosnia and Herzegovina there are various forms
of incentives for foreign investors, but it is necessary to clarify what is
implied by the concept of state aid. In that sense, it is best to consult the
current regulations of the European Union, given the highly developed
legal-theoretical basis, as well as the rich practice of its institutions.

The concept of state aid

The State Aid Provisions are contained in Articles 107 - 109 of the Treaty
on the Functioning of the EU (hereinafter: TFEU). The problem may be the
fact that neither in the treaties on which the EU is based, nor in the other act
the precise definition of state aid is given. This may be somewhat
understandable if one considers the weight and complexity of this issue, the
different motives and ways of allocating aid, the wealth of the forms under
which state aid is granted and the like (Domazet, 2012: 25).

Problems with the definition of state aid have also been increased due to
the narrow interpretation of Article 107 (1) of the TFEU by the European
Court of Justice (now the Court of Justice of the EU?). A typical example
confirming this is the case is PreussenElektra (PreussenElektra, 1998). In
this case, German legislation obliged companies that distribute electricity
to buy electricity from renewable sources at prices higher than the market.

? For easier reference, the term "Court" will be used as a common mark for the European
Court of Justice and the Court of Justice of the EU.
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The law also establishes the obligation of producers of energy from
conventional sources to partially compensate distributors for additional
costs incurred. The problem was whether the resources of
PreussenElektra, producers of electricity from conventional sources,
intended to subsidize energy producers from renewable sources, should
be treated as state resources? The Court interpreted the Article 87 (1) of
the EC Treaty (now Article 107 (1) of the TFEU), so that only the
advantages given directly or indirectly through state resources would be
designated as aid.

In the Court's view, this does not imply that all advantages (benefits)
given by the State, whether they are financed through state resources or
not, constitute State aid. According to the Court's position, the
aforementioned article highlights the advantages given directly by the
state, as well as through the public or private bodies established or
designated by the state. It was therefore concluded that this case does not
imply state aid, since there was no direct or indirect transfer of state
resources here. Such a view was not questioned by the fact that the
obligations in question were established by law (Domazet, 2012: 26).

The problem with the precise definition of the concept of state aid is also
seen in the fact that state aid is in practice very often equated with state
subsidies, grants or premiums. A typical example is the Agreement on
Subsidies and Compensatory Measures® as part of the World Trade
Organization's Founding Acts, in which the term "subsidies" is used as a
synonym for State aid. In this Agreement, a definition of subsidies may be
found, in the case of the World Trade Organization and the General
Agreement on Tariffs and Trade’.

Thus, subsidies include financial contributions from a government or any
public authority in the territory of a Member State that provides benefits
to the recipient®. Financial contributions include: 1) direct transfers of
funds, including potential transfers, such as guarantees on loans; 2) the
government's renunciation of income that would otherwise accrue to it; 3)
providing or acquiring goods or providing services, except for general

* Agreement on Subsidies and Countervailing Measures. It can be found on the Internet site:
http:/www.wto.org.

> General Agreement on Tarrifs and Trade-GATT. It can be found on the Internet site:
http:/www.wto.org.

S Atricle 1.1. (a) Agreement on Subsidies and Compensatory Measures.
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infrastructure; 4) different payments by the government to certain funds,
as well as entrusting private entities with one or more of the functions
mentioned in the above points’. The concept of state aid can also be found
in International Accounting Standard 20 (hereinafter: Standard)®.

Under state aid, the Standard implies measures undertaken by the state with
the intention of providing an economic benefit specific to the entity or set
of entities that meet certain criteria. State aid for the purpose of this
document does not include only indirectly derived benefits through actions
that affect general business conditions, such as providing infrastructure in
developing areas or imposing on competitors the restrictions on business’.
In this Standard, the term "state benefits" is also used, representing the
state's assistance in the form of transferring resources to the entity based on
the fulfillment of certain conditions in the past or in the future, relating to
its business activities.

They exclude those forms of state aid that can not be measured to a
reasonable extent, as well as transactions with a country that cannot be
distinguished from the entity's usual business transactions'’. Therefore,
state aid here is not equalized with subsidies, as is the case with the Subsidy
agreement and compensatory measures (Domazet, 2012: 27-28).

A similar problem is not present only in various acts, but it is also visible in
the field of legal theory, where there is also a great inconsistency in the use
of the notion of state aid'".

7 Ibid, Article 1(1)(a)(1)(iv).

¥ The mentioned standard can be found on Internet site: http://www.mfin.gov.rs.

® A comment by the Ministry of Finance of the Republic of Serbia about this:
http://www.mfin.gov.rs.

"% ibid

"' Thus, the term "state subsidy" as a synonym for state aid can be found in: R.
Mrdakovi¢ Cvetkovi¢, D. Mihajlovié, ,Jzmene regulative u oblasti subvencija (sistem
drzavne pomo¢i) u privredi Srbije i upravljanje preduze¢ima®, Politicka revija 2/2009,
str. 155 — 164; G. Gasmi, ,,Principi Evropske unije o drzavnoj pomoc¢i u kontekstu
procesa stabilizacije i asocijacije-putokaz za harmonizaciju u Srbiji“, Finansije, 1 —
6/2007, str. 65 — 96. In this paper, the author decided to use the term "state subsidy",
taking into account the Agreement on Subsidies and Compensatory Measures, signed by
both the EU and the Member States individually. However, at the same time, he stresses
that the term "state subsidies” has a narrower meaning than the notion of "state aid"
(page 71). On the other hand, in the journal Pravo i privreda, he uses the term "state aid"
(G. Gasmi, ,,Drzavna pomo¢ u Evropskoj uniji-putokaz za harmonizaciju u Srbiji“,
Pravo i privreda, br. 5 — 8/2007, str. 480 — 481). See more about this: Krsti¢. B., (2016),
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However, subsidies, grants and premiums are only one of the numerous
forms under which state aid is available. Therefore, it can be concluded that
they belong to the "umbrella" concept of state aid.

This is evidenced by the fact that the concept of state aid that is much wider
than the concept of subsidies is accepted in EU law. In this sense, the term
"state aid" is the correct and most commonly used in jurisprudence'?.

Without holding this issue too much on EU law regarding state aid, it
should be emphasized that the Bosnia and Herzegovina legislation gives
the definition of state aid.

Pravni rezim stranih ulaganja u Republici Srpskoj - stanje i perspektive, doktorska
disertacija, Faculty of law, Slobomir P Univerzitet, Bijeljina, Republic of Srpska, BiH.

12 See: T. Rajcevic, ,,Kontrola drzavne pomo¢i“, Pravni zZivot 12/2006, str. 1047 — 1055; S.
Varga, ,,Pravno regulisanje postupka kontrole drzavne pomo¢i u Evropskoj uniji*, Pravni zZivot,
12/2006, str. 695 — 705; N. Séepanovié, ,Drzavna pomo¢ preduzecima kao oblik narusavanja
konkurencije u pravu Evropske unije*, Pravo i privreda 5 — 8/1996, str. 415 — 422; B.
Stojanovi¢, ,,.Drzavna pomo¢, regionalni razvoj i zastita konkurencije*, Ekonomika preduzeéa, 3
— 42008, str. 95 — 105; A. Ciri¢, Medunarodno trgovinsko pravo, 2010, str. 206 — 209; E.
Rizvanovi¢, Mjere drzavne pomoci unutar Evropske unije kao oblik intervencije drzave na
trzistu, 2008; 1. Spasi¢, ,,Komunitarno pravo konkurencije®, Strani pravni Zivot 1 —2/2007, str.
81 — 82; R. Vukadinovi¢, ,,Drzavna pomo¢ u pravu EU*, Pravo i privreda br. 5 — 8/2005, str.
799 — 815. In one of his earlier papers, the author used the term "state subsidy" - to see it: R.
Vukadinovi¢, ,,Pojam i znacaj drzavnih subvencija u pravu Evropske unije®, Pravni Zivot,
12/1998, str. 641 — 652; G. 1li¢, ,,Drzavna pomo¢ u pravu konkurencije Evropske unije*, Pravo
i privreda br. 5 — 8/1997, str. 880 — 893. When it comes to foreign authors, the term "state aid"
can be found in: P. Nicolaides, M. Kekelekis, M. Kleis, State Aid Policy in the European
Community, 2008; R. Whish, Competition Law, 2009, str. 244 — 245; B. Wendland, ,,State aid
and Public Funding for Universities and other Research Organisations®, Competition Policy
Newsletter, 2/2010, str. 54 — 63; Z. Didziokaite, M. Gort, Restructuring in the banking sector
during the financial crisis: the Northern Rock Case®, Competition Policy Newsletter, 1/2010, str.
74 — 77; A. Jones, B. Sufrin, EC Competition Law, 2008; D. Spector, State Adis: Economic
Analysis and Practice in the European Union, 2007; R. Nitsche, P. Heidhues, ,,Study on
methods to analyse the impact of State aid on competition*, European Economy, Economic
papers, br. 244, 2006; D. Collie, ,,State Aid in the European Union: The Prohibition of
Subsidies in Integrated Markets®, International Journal of Industrial Organisation, vol. 18,
2000, str. 867 — 884; A. Metaxas, ,,Recovery obligation and the limits of national procedural
autonomy*, European State Aid Law Quarterly, 2/2007, str. 407 — 415, and like. See more
about this: Krsti¢. B., (2016), Pravni rezim stranih ulaganja u Republici Srpskoj - stanje i
perspektive, doctoral disertation, Faculty of Law, Slobomir P Univerzitet, Bijeljina, Republika
Srpska, BiH. The author in this paper opted for the notion of state aid, because he considers that
subsidies, grants and premiums are forms of state aid and fall under its notion, and therefore
cannot be considered synonyms.
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Thus, in accordance with the Law on State Aid System in Bosnia and
Herzegovina, state aid in terms of this Law is any actual or potential
public expenditure or a reduced realization of public revenue, an existing,
planned or potential, which can be assigned or planned directly or
indirectly by the provider of state aid, in any form, thereby impairing or
threatening to distort competition on the market, favoring certain
economic entities, production or trade of certain products, or providing
certain services, if it affects the fulfillment of international obligations of
Bosnia and Herzegovina in this field (Law on State Aid System in Bosnia
and Herzegovina, Article 3, 2012). As can be seen, the concept of state
aid under the Bosnia and Herzegovina legislation is fairly wide-ranging,
so that many forms already exist in its scope, or will appear in practice in
the future. Such an approach by the legislator is entirely justified, given
the various forms of state aid that have emerged in practice, especially in
EU law.

State aid for foreign investments in the Republic of Srpska

The Law on State Aid System in Bosnia and Herzegovina defines the
concept of state aid. It can be assigned for many purposes and in practically
all sectors of the economy. State aid for foreign investments will be
discussed in more detail, from the point of view of its practical application.

However, a few remarks should be made immediately. Despite the well
defined concept of state aid, by the legislator, recipient of the state aid
will, in every possible way, try to conceal the granting of state aid (that is,
they will try to avoid its notification to the competent authority). The
reason for this is the fact that the recipient of state aid is brought into, in a
competitive position, a more favorable position in the market in relation
to other economic entities from the same sector that did not receive the
aid. Therefore, what is one of the grounds for sanctioning the illegal
allocation of state aid is its selective allocation.

From the above, it is not necessary to reach the conclusion that the
granting of state aid is in any case prohibited. In general, it is forbidden,
but there are certain exceptions to this general rule. Too rigid approach in
the formal legal regulation of state aid allocation (which would imply its
absolute ban) would produce a counter-effect, i.e. state aid would not be
allowed in justified cases. On the other hand, there is a basis for the
attitude of the legislator that state aid is a priori inadmissible, since by the
act of doing business, recipients of the aid would be practically rewarded
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for poor business results, and completely demotivated and healthy
business entities would be unreasonably punished. All the same goes for
foreign investment. Nevertheless, state aid here should be viewed from a
somewhat different angle in relation to direct financial grants to domestic
businesses, as state aid is most often viewed. State aid for foreign
investors has a more incentive character and serves to attract foreign
investment, or increase their existing volume.

State aid in the Republic of Srpska has been allocated in different ways and
in different forms. Government of the Republic of Srpska, line ministries,
municipalities and cities appear as state aid providers. The amount of aid
varies from case to case, and it's mostly about grants, or direct financial
incentives, as well as subsidies for employment and other purposes.

Some examples of state aid in the Republic of Srpska which are important
for foreign investments are evident in Table 1'°. In the Republic of Srpska,
the Law on state aid control for economic entities (hereinafter: LSAC) is
applied to the area of state aid for foreign investments. In accordance with
the Law, assistance to economic entities represents any actual or potential
public expenditure or a reduction in public revenues that constitute
privileges for the state aid beneficiary (LSAC, Article 1, 2009). As in the
EU, in the legislation of the Republic of Srpska there is the general
prohibition of granting state aid. In this regard, any form of state aid that
is distorting or likely to impair the market competition by granting
privileges in the market is prohibited, except in the cases prescribed by
this Act (LSAC, Article 4, 2009).

Certain exceptions are set out in the above general prohibition of the
granting of state aid, but it must still be notified (LSAC, Article 5, 2009):

a) for the promotion of certain economic activities or certain economic
areas where such assistance does not adversely affect market
conditions and competition,

b) for removing serious disturbances in the economy or improving the
realization of significant projects for the Republic,

¢) to promote the economic development of areas with extremely low
living standards or high unemployment.

" Tabela 1 — List of state aid programs in the Republic of Srpska in 2013; List of state
aid programs in the Republic of Srpska in 2013.
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Table 1. Incentives in the Republic of Srpska

Type of measure State aid category
Incentives in agriculture (subsidies, State aid in the field of agriculture and
Municipality of Rudo) forestry
Incentive for employment of workers in the . .
textile industry (Municipality of Pale) sforsvaginl| ito el i o
Incentive for new employment (Municipality Horizontal state aid for employment
of Pale)
Incentive for Small and Medium Enterprises Horizontal state aid for small and medium-
(Municipality of Kotor Varos) sized enterprises
Incentives to Agriculture (Municipality of State aid in the field of agriculture and
Laktasi) - subsidies, incentives fisheries
Incentives to Agriculture (Municipality of State aid in the field of agriculture and
Laktasi) - interest subsidies for loans fisheries
Production incentives (Municipality of Horizontal state aid for small and medium-
Laktasi) - interest subsidies for loans sized enterprises
Incentives to Agriculture (Municipality of State aid in the field of agriculture and
Laktasi) - subsidies, incentives fisheries
Funds for stlr_r?ulatmg. employr_nent ff” Horizontal state aid for employment
employers (Prijedor City) - an incentive
LE-rpllopred neentives (e ety f Horizontal state aid for employment
Kostajnica)
Employment 1ncentlée:1 C(11)\/[umclpahty of Novi Horizontal state aid for employment
Slblely (@ncteeltly o Vet State aid in the field Qf agriculture and
fisheries
Employment 1nce_n,t_1ves (Mgmmpahty of Horizontal state aid for employment
Berkoviéi) - subsidy
e iho LT Gyl | Lol (Trebmp Chge Horizontal state aid for employment
loans under more favorable conditions
Incentive in Agriculture (Municipality of State aid in the field of agriculture and
Srbac) - incentives fisheries
Help (Municipality of Isto¢ni Stari Grad) - Horizontal state aid for small and medium-
grant sized enterprises
Employment incentives (Municipality of . .
Kozarska Dubica) - subsidies, incentives Horizontal state aid for employment
Employment incentives (Mumclpallty of Foca) otz i £ o ey
- Incentives
Employment incentives (Mpnlmpahty of Horizontal state aid for employment
Rogatica) - incentives
Employn}snt SUbSI.dl.eS (Mumqpallty c Horizontal state aid for employment
Mili¢i) - subsidies, incentives
Employment subsidies (Municipality of . .
Zvornik) - subsidies and incentives Horizontal state aid for employment
Subsidy for agriculture (Municipality of State aid in the field of agriculture and
Bileca) - subsidy fisheries
- T o . Horizontal state aid for the rehabilitation and
Subsidies (Municipality of Bileca) - subsidy restructuring of an enterprise in difficulty

Source: Government of the Republic of Srpska, Ministry of Finance
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The law also stipulates that "any change in previously granted state aid
must be previously reported to the Commission, and the application will
contain information on:

a) the legal basis for granting state aid,
b) the body proposing the granting of state aid,

c¢) the amount, type, form, intensity and aid category, as well as the
expected duration,

d) the economic impacts of state aid in the past in the case of a
notification about the change of existing state aid,

e) the user or users,

f) criteria and procedure for awarding in the case of its award under
the state aid scheme and

g) other information at the Commission's request (LSAC, Article 6,
2009).

The law also lists certain categories of state aid, although this list is not
comprehensive. Thus, there is room for a more extensive interpretation of
the Law and the imposition of a new category of state aid under its
provisions, which could appear in practice in the future.

Therefore, the needs for reporting and reporting state aid within the
meaning of this Law are classified into one or more categories (LSAC,
Article 7, 2009):

a) State aid for exports,
b) State aid for small or medium-sized enterprises,

c) State aid for the purposes of environmental protection and energy
savings,

d) State aid in the form of direct or indirect subsidies for cash benefits,
e) State aid for the rehabilitation or restructuring of economic entities,
f) State aid for new investments and for job openings,

g) State aid for research, development and innovation,

h) State aid for employment,

1) State aid for training,
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j) State aid for the promotion of culture and the protection of cultural
and historical heritage,

k) State aid for ongoing maintenance of production and

1) State aid to economic entities in specific sectors.

Control of compatibility of declared or allocated state aid in accordance
with the provisions of this law is performed by a commission appointed
by the Government (LSAC, Article 9, 2009). The Commission consists of
six members nominated by the Ministry of Finance, the Ministry of
Industry, Energy and Mining, the Ministry of Economic Relations and
Regional Cooperation, the Ministry of Trade and Tourism, the Ministry of
Administration and Local Self-Government, and a member of the experts
on the proposal of the Ministry of Finance. The Commission is competent
to decide on (LSAC, Article 9, 2009):

a) the compliance of the state aid proposal submitted by the state aid
provider with the provisions of this law (hereinafter: the previous
control) and

b) the compliance of the granted state aid with the provisions of this
law.

The Commission is obliged to (LSAC, Article 10, 2009):

a) submit an annual state aid report to the Government for
consideration, which is then sent to the National Assembly of
Republic of Srpska for approval and

b) cooperate with the competent bodies for controlling the financial
operations of the organs of the Republic’s administration.

In the previous control, the Commission examines all applications for the
granting of new state aid and applications for significant modification of
existing state aid, and determines whether the applications and individual
state aids are in compliance with this Law. The Commission shall
determine the deadline for the applicant to remedy the deficiencies in case
the application does not comply with the provisions of this Law. The
Commission shall make a decision on non-compliance if the applicant
fails to correct the deficiencies within the time limit. The Commission
shall make a decision on compliance or additional harmonization in
accordance with paragraph 1 of this Article, within 60 days from the date
of receipt of the complete application (LSAC, Article 12, 2009).
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The granting of state aid to the applicant is allowed after receiving the
decision under Article 12. If state aid is granted without a decision under
Article 12 paragraph 4 of this Law or with a decision on non-compliance,
the Commission will submit to the Government a report on such state aid
granted with a proposal for:

a) determination of the illegality of the allocation of a whole or part of
state aid,

b) the current suspension of state aid and

c¢) the return of unlawfully granted state aid, including the payment of
statutory default interest, starting from the day of using the aid until
the day of the repayment of the amount recovered, in order to
eliminate the effects of distortion of competition caused by such
unlawful or unlawfully granted aid (LSAC, Articles 13-14, 2009).

The control of the use of state aid and the achieved results (hereinafter: ex
post control) is performed by the state aid providers, the Ministry of
Finance and the competent inspection bodies, who report to the
Commission about their findings. Ex-post control is based on information
from the Commission or information from other sources. If, during ex
post control, irregularities are detected, the Commission shall determine
the deadline for the provider to remedy the irregularities identified. If the
aid provider fails to remedy the identified irregularities within the
deadline, the Commission shall submit a report to the Government with a
proposal of measures in accordance with Article 12 of this Law (LSAC,
Articles 15-16, 2009).

Supervision over the implementation of this law is carried out by the
Ministry of Finance and the competent ministry. State aid repaid in
accordance with this Law represents the income of state aid providers,
and interest on repatriated state aid is the revenues of the Republic’s
budget (LSAC, Articles 17-18, 2009). According to the Law on the
provision and direction of funds for the promotion and development of
agriculture and rural areas (hereinafter: LPDFPDRA), funds for the
development of agriculture and rural development are provided from the
budget of the Republic of Srpska in the amount of at least 6% of the
domestic revenues of the budget and other sources (the Law on Security
and directing funds for the promotion and development of agriculture and
rural areas, 2002). These funds are used for interventions in agriculture
and investments in agriculture (LPDFPDRA, article 3, 2002). Regarding
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the means used for interventions in agriculture, according to this Law,
they consider the following:

premiums for the production of basic agricultural products and
breeding of stock in livestock breeding,

reimbursements for the purchase of varietal seed and planting
material in plant production, as well as reproductive material in
livestock, fishery and beekeeping,

funds for financing the measures for the improvement of
agriculture, established by the Medium-Term Agricultural Strategy
of Republic of Srpska and the measures of the agricultural policy of
the Republic of Srpska,

participation in the financing of the necessary measures of animal
health protection,

participation in the financing of professional agricultural services
which are in function of raising the technological level of
production on the farms' holdings.

As an incentive for investing in agriculture, the following was introduced:

interest rate rebate on loans granted to agricultural holdings by
banks - creditors

rebate on loans for financing the purchase of fixed assets for
production in agricultural holdings (procurement of basic herds,
machinery, other equipment and other fixed assets),

interest rate rebate for working capital loans,

interest rebate on loans for financing the construction,
reconstruction and modernization of production and reproductive
capacities in agriculture, fisheries and beekeeping,

interest rebate on loans for financing builds systems for irrigation
and drainage of land for the needs of primary agricultural
production,

loan interest rebate for financing the agro melioration of meadows
and pastures,

interest loan rebate for financing the equipping of purchase stations
for agricultural products.
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The Ministry of Agriculture, Forestry and Water Management of the
Republic of Srpska is determined by the Agricultural Service of the
Republic of Srpska and it gives the assessment of socio-economic
justification for the allocation of investments for encouraging the
development of agriculture and villages at the proposal of the bank of the
lender (LPDFPDRA, Article 4, 2002) for the. According to the Rulebook
on the conditions and method of achieving financial incentives for the
development of agriculture and villages (hereinafter: the Rulebook), the
right to incentives is given to individuals and legal entities residing in the
Republic of Srpska, and who are engaged in agricultural activity on the
territory of the Republic and who are registered in Register of agricultural
holdings, as well as other entities registered in the Register of users of
incentive funds (Rulebook, Article 2. 2017). It is clear from the above
provision that all incentives in the agricultural sector are available both to
domestic and foreign physical and legal entities, which is a strong basis
for the inflow of foreign investments into the agricultural sector.

According to the Decree on Purpose, criteria and conditions for granting
state aid in the Republic of Srpska (hereinafter: the Regulation), the basic
prerequisite for granting state aid is that the state aid program is in line
with the Interim Agreement on Trade and Trade Issues between the
European Community and Bosnia and Herzegovina and the Stabilization
and Association Agreement between the European Community and
Bosnia and Herzegovina (Regulation, Article 4, 2013).

According to the above regulations, in order to avoid possible abuse, any
form of state aid should be in accordance with Articles 81, 82, 86 and 87
of the Treaty on European Union (TEU, Article 71). Also, the other two
conditions for the granting of state aid relate to the condition that state aid
funds are not planned, and that state aid cannot be granted to an economic
entity that has been ordered to recover state aid (Regulation, Article 4,
2013). The condition regarding the planning of state aid allocation funds
is in some ways are very debatable, because if one considers that such
funds are planned in the budget, this can call into question the character
of state aid.

However, having in mind the definition of state aid, the State Aid System
Law defines state aid as any actual or potential public expenditure or a
reduced realization of public revenue that may be granted or planned by
the State aid provider in any form, as well as the provisions of the Treaty
on the functioning of the European Union which permits aid to facilitate
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the development of certain economic activities or certain economic areas,
where such assistance does not affect trading conditions to a degree that is
contrary to the common interest (UFEU, Article 107); this can be safely
taken that incentives that are regulated by the Rulebook on the conditions
and method of achieving financial incentives for the development of
agriculture and villages represent state aid to the agricultural sector in the
Republic of Srpska.

Conclusion

Based on the analysis of the regulations governing state aid in the
Republic of Srpska and Bosnia and Herzegovina, it is evident that
umbrella regulations at the level of Bosnia and Herzegovina, that is, the
Law on the state aid system in Bosnia and Herzegovina is in line with the
regulations that regulate this matter in the European Union. Therefore, the
Law already has in its definition the width and flexibility that ensure that
a large number of benefits (categories) by the state, addressed to
individuals and economic entities, can be sub-specified under the state aid
scheme.

On the other hand, when it comes to regulations that regulate this matter
in the territory of Republic of Srpska, whether those are legal or sub-legal
acts, it is evident that the budget of Republic of Srpska, that is, the
Government of the Republic of Srpska and the Ministry of Agriculture,
Forestry and Water Management count on expenditures in the purpose of
incentives for the development of agriculture. These funds, in the form of
state aid, are directed to support current production, long-term
development, as well as the systemic and other support measures.

Assuming that the regulations in the Republic of Srpska and Bosnia and
Herzegovina do not introduce significant restrictions for foreign
individuals and economic entities in relation to domestic, especially in the
agricultural sector, there is a wide range of state aid and local government
units, so it can be concluded that state aid is of great importance for
stimulating foreign investments in the agriculture sector in the Republic
of Srpska. Possible remarks, which can be further discussed, are the
amounts of funds that are placed in the form of state aid in relation to the
existing 6% of the national revenues of the budget and other sources,
which are currently allocated for these purposes.

118



10.

References

Agreement on Subsidies and Countervailing Measures, dostupno na:
https://www.wto.org/English/docs_e/legal e/24-scm.pdf (25.12.2015)

Case  PreussenElektra ~AG v. Schleswag AG [1998],
PreussenElektra AG [2001] ECR 1-2099.

Domazet, S., (2012), Pravno regulisanje drzavne pomoci u pravu
konkurencije Evropske unije (doktorska disertacija, Pravni fakultet,
Univerzitet u Nisu), p.25, p. 26, pp. 27-28.

General Agreement on Tarrifs and Trade-GATT, dostupno na:
http://www.wto.org (25.12.2015)

Krsti¢, B. (2016), Pravni rezim stranih ulaganja u Republici
Srpskoj-stanje i perspektive, doktorska disertacija, Pravni fakultet,
Slobomir P Univerzitet, Bijeljina, Republika Srpska, BiH, p.51.

Krsti¢, B., (2017), Legal aspect of foreign direct investments in the
Republic of Srpska, 2™ International Scientific Conference,
Tourism in Function of Development, and Spa Tourism in Serbia
and Experiences of Other Countries, Thematic Book II, University
of Kragujevac, Faculty of Hotel Management And Tourism,
Vrnjacka Banja, pp.394-410.

Lista programa drZavne pomoci u RS u 2013. godini; Preuzeto iz:
Vlada Republike Srpske, Ministarstvo finansija, Popis programa
drzavne pomoci u Republici Srpskoj u 2013. godini.

Pravinik o uslovima i nacinu ostvarivanja novcanih podsticaja za
razvoj poljoprivrede i sela, SluZzbeni glasnik Republike Srpske, broj
31/2017, 51/2017, 76/2017 1 93/2017.

Sporazum o subvencijama i kompenzatornim mjerama, (dostupno
na: http://www.mfin.gov.rs (09.11.2017).

Sporazumom o stabilizaciji i pridruZivanju izmedu Evropske
zajednice i BiH, dostupno na:
http://www.dei.gov.ba/bih_i_eu/ssp/doc/default.aspx?id=766&lang
Tag=bs-BA (09.11.2017).

119


https://www.wto.org/English/docs_e/legal_e/24-scm.pdf
http://www.wto.org/
http://www.mfin.gov.rs/
http://www.dei.gov.ba/bih_i_eu/ssp/doc/default.aspx?id=766&langTag=bs-BA
http://www.dei.gov.ba/bih_i_eu/ssp/doc/default.aspx?id=766&langTag=bs-BA

1.

12.

13.

14.

Uredba o namjeni, kriterijumima i uslovima za dodjelu drzavne
pomoci u Republici Srpskoj, Sluzbeni glasnik Republike Srpske,
broj /2013

Zakon o kontroli pomoci privrednim subjektima, Sluzbeni glasnik
Republike Srpske, broj 106/2009.

Zakon o obezbjedenju i usmjeravanju sredstava za podsticanje i
razvoj poljoprivrede i sela, Sluzbeni glasnik Republike Srpske, broj
43/2002, 44/2002 1 106/2009.

Zakon o sistemu drzavne pomoci u Bosni i Hercegovini, Sluzbeni
glasnik Bosna i Hercegovina, broj 10/2012.

120



STRATEGIC PLANNING AS SUPPORT TO DEVELOPING
AGRICULTURE OF THE CITY OF NOVI SAD'
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Abstract

The paper examines the factors of the development of agriculture in the
city of Novi Sad, and accordingly defines the development priorities. The
aim at the research is to analyze the real possibilities for improving the
situation in this field through the SWOT analysis. The analysis focuses
on: demographic characteristics and trends in rural settlements, trends in
the development of agriculture in the city of Novi Sad, agro-technical
equipment, storage and finishing capacities, as well as development
priorities in the agriculture of the city. The results of the research show
that the improvement on the competitiveness of the agricultural sector in
the city of Novi Sad requires the implementation of adequate strategic
measures and projects in the field of improvement to human potential ,
higher level of processing of agricultural products and better agricultural
equipment of agricultural producers. New rural development policies are
focused precisely on defining effective mechanisms to ensure
coordination of the development of agriculture and other activities in
rural areas, in accordance with the principles of sustainable
development, with the aim of improving the living standard and quality of
life of the population.
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Introduction

Today, the development of agriculture more than ever relies on the results
of scientific research and their practical application. Research in the field
of agriculture is carried out by a wide network of state institutes, institutes
and universities and is mainly aimed at improving production.
Perspectives emerging from the EU enlargement process for our country
and the importance of capital investments in sustainable development
implied the need for an analysis of the economic effectiveness of
investments in agriculture (Subic et al, 2012, p. 781-791). Namely,
economic research, farm level, market to study, or economic policy
analysis and assessment is poorly developed, and the profitability of
agriculture and food industry should be improved by supporting
appropriate research and applying the results obtained (Mihailovic et al,
2009, pp. 413-421).

Agriculture is the basis of economic activities (Popovic, Grujic, 2015, pp.
513-525). Commence changes in the field of agriculture, although under
the influence of many factors that have depreciation effect on them, they
have assumed the character of irreversible processes. The reform of the
agricultural sector can hardly be restored to the starting position, but
rather about its hectic pace and instruments of agrarian policy, which
often need to establish a balance between diametrically opposed targets.
Under such conditions, the agrarian of Serbia has an exceptional place
and role in the overall economic development of the country, especially in
the process of harmonizing economic mechanisms for the realization of
certain social goals, in the implementation of reforms and transition, and
above all on mitigating the impact on the global economic and financial
crisis, which seriously threatens the recovery and the development of the
economy.

Serbia has great potential for the agricultural sector, which is not fully
exploited (Simonovi¢ et al, 2012, pp. 535-544). With adequate strategic
planning, agriculture can make a significant contribution to the economic
development of the country. Due to its connection and influence on other
sectors, it is extremely important to the development of Serbia, since it
employs, directly or indirectly, a large number of people, participates in a
significant part in foreign trade, provides food safety to the citizens, and
contributes to rural development and ecological balance. The achievement
of agrarian competitiveness requires macroeconomic management to
change the basic elements of agricultural development strategies, first of
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all, towards the creation of sustainable agricultural systems, whose
growth is driven by knowledge and innovation, as well as in the direction
of market development and agricultural product chains and agricultural
clusters. Namely, an important cluster contribution is reflected off the
creation of a sustainable competitive advantage of cluster members, as
well as regions in which the cluster operates.

Methodology and data sources

In order to realize the research task, all available sources of information
will be used: 1) Official local statistics, i.e. the data onto the Republic
Bureau of Statistics; 2) National and municipal strategies and
development documents from a specific area; 3) Research of the authors
of the thematic field; 4) Research carried out by the Institute of
Agricultural Economics and its associates in the previous period.

In the realization of the research task, which refers to the assessment of
agricultural potentials and defining development priorities to the city of
Novi Sad, the analysis of secondary data (primarily the Agricultural
Census from 2012) will be used, spatial analysis of relevant variables as
well as focus based on stakeholder groups interested in the agriculture and
food industry of the city of Novi Sad.

Also, a valuable support for the diagnosis of the condition in this area will
be SWOT analysis, based on which the development priorities and
strategic directions of action will be formulated. A combination of these
methods of research can provide a more reliable answer to the key issues
that arise from the framework of the agricultural analysis and
development priorities of the city of Novi Sad.

Results and Discussion

The network of the town of Novi Sad in the scope of the plan includes
Novi Sad with Petrovaradin and Sremska Kamenica, then settlements of
pronounced urban characteristics of Futog, Veternik and Ka¢ and
settlements: Bege¢, Budisava, Bukovac, Cenej, Kisa¢, Kovilj, Rumenka,
Ledinci, Stari Ledinci and Stepanovicevo (Official Gazette of the City of
Novi Sad, No. 11/2012). According to the Spatial Plan of Novi Sad, Novi
Sad, in addition to the Belgrade agglomeration, represents the city center
of the highest degree of urbanization in the Republic of Serbia. It is
located on the Danube, an important European river, almost in the central
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part of Vojvodina, on important road, rail and water corridors (X, VII).
Apart from being the administrative center of the City of Novi Sad, the
center of the South Backa District and the capital of the AP Vojvodina,
and according to the Spatial plan of the Republic of Serbia and the center
of the functional urban area (FUP) of international significance and one of
the key factors in the development of a wider gravitational area.
Recognition and spatial definition of functional urban areas (FUPs) and
its centers in the area of AP Vojvodina is of great importance for the
establishment of a more balanced development of the Province, but also
for the affirmation of functionally urban areas as a carrier and driver of
development in this area (Regional Spatial Plan of the Autonomous
Vojvodina by 2020, December, 2011).

Indicators of agricultural development. According to the data onto the
Program for support for implementation of agricultural policy and rural
development policy in the territory of the City of Novi Sad for 2017, the
relevant indicators of agricultural development are as follows:

1. Agricultural production of the area of the City in 2016 took place on
the available surface of arable agricultural land of 50,000 ha, on
which about 80% of the area are produced cereals, about 6.2% of
vegetables, about 3.1% of fruit, while under other crops it is about
10.7% of the area.

2. The structure of total fruit production dominates the cultivation of
some important fruit crops with perennial plantations of apples,
pears, plums and apricots, which totals an area of 877 ha. Also, very
favorable climatic conditions, especially on the slopes of Fruska
Gora, exist on growing and cultivating vines.

3. According to the latest data, in 2016 the number of cattle was 5,754;
number of pigs 87,753; number of sheep and goats 7,069; number
of horses 405; number of poultry 635,938 and number of bee hives
14,052. Livestock breeding is in decline, there are several large
livestock farms (Focus Group, City Administration for the
Economy of the City of Novi Sad, 2017);

4. Agricultural planting production in the area of the City can be
viewed through the achieved average yields in 2016 in the City
area. Thus the total realized yield of the most important seed crops
in 2016 is: for wheat 48,477 tons; for barley 2,496 tons; for corn
181,324 tons; for soybeans 48,623.2 tons; for sunflower 1,766.4
tons; for sugar beet 82,180. tons and for rapeseed 2,279.2 tons.

5. In vegetable production, the highest yield in tons was achieved in
the production of potatoes (total 39,735 tons) and cabbage (total
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48,490 tons). Futoski cabbage as a product is branded with a
certificate, and 60% of the production is exported to the countries of
the region.

6. In fruit growing, plants are especially distinguished: apple, pear,
plum, apricot, and in winegrowing vines. The achieved total yield in
2016 is especially significant in the production of apples, 26,120
tons, plum production, 840 tons, and peaches 1,360 tons.

7. With regard to average yields on the territory of the City in 2016,
they are among the two most important crop-grown crops: wheat
6.5 ton / ha and corn 11.0 ton / ha. In the two most important
vegetable crops in the City area in 2016, the average yields are: for
potatoes 45.0 tons / ha and for cabbage 65.0 tons / ha.

8. Based on the above, it can be seen that there are general conditions
for agricultural production, as well as organic agricultural
production, which is carried out in the area of the City on the
surface of 55.88 ha.

Demographic characteristics and trends in rural settlements. According
to the Census of Population, Households and Flats in 1981, 1991, 2002
and 2011, the number of inhabitants in Novi Sad has a tendency to grow.
According to the latest Census of Population, Households and Dwellings
from 2011, in Novi Sad there was an increase in the number of
inhabitants by 14.1% (or 42,331 persons), compared to 2002 (AP
Vojvodina Development Program 2014-2020, p. 33). On the other hand,
the number of inhabitants in rural and peri-urban settlements (so-called
"other" settlements) recorded a slight decrease (-0.9%) only in the period
2002-2011 (Table 1). If migration movements are observed in the districts
of AP Vojvodina, it is noted that the migration balance is negative in all
districts, except in South Backa, where a positive migration balance of
1,407 persons was recorded (Demographic Statistics in the Republic of
Serbia, 2011). This result is largely the result of the highly sensitive
migration balance of the city of Novi Sad, which amounts to 1,900
persons. At the same time, the characteristic of the Novi Sad and
Vojvodina areas area significant change in the demographic structures of
rural areas, which as a result has the "relocation of population
reproduction”" from rural to urban areas (Program for support of
agricultural policy and rural development policy in the territory of the city
of Novi Sad for 2017 year, p. 2).
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Table 1. Number of inhabitants in settlements in the city of Novi Sad in
the period 1981-2011.

Number of inhabitants
Settlements 1991/ | 2002/ 2011/
1981 1991 2002 | 2011 | oo | oo | 200
City NoviSad | 250,138 | 265,464 | 299,294 3415’62 61 | 127 14.1
Novi Sad 227.920 | 241262 | 268,067 | 3 02’76 50 | 111 | 148
- City 178437 | 189,234 | 210,238 25%43 60 | 11.0 19.1
~Other 49483 | 52,028 | 57.829 | 57321 | 5.1 | 11.1 0.9
settlements
Begec 2717 | 2827 | 3335 | 3325 | 40 | 180 03
Budisava 3502 | 3.685 | 3825 | 3.656 | 52 | 38 4.4
Vetrenik 15803 | 16,711 | 18375 | 17454 | 57 | 100 5.0
Kac 8551 | 9755 | 11,166 | 11,740 | 148 | 145 51
Kisac 6220 | 5850 | 5471 | 5091 | 59 | 65 6.9
Kovilj 5279 | 5242 | 5599 | 5414 | 07 | 68 33
Novi Sad 163,773 | 173.186 | 191,656 | 2 2’79 57 | 106 | 209
Rumenka 3629 | 4361 | 5729 | 6495 | 201 | 314 134
Stepanovicevo | 2,096 | 2,020 | 2214 | 2,021 | 36 | 96 8.7
Futog 14664 | 16048 | 18582 | 18641 | 94 | 158 03
Cenej 1,686 | 1,577 | 2,115 | 2,125 | -65 | 34.1 17
Petrovaradin 2218 | 24202 | 31227 | 33.865| 89 | 290 8.4
_City 17870 | 19240 | 25,178 | 27,083 | 7.7 | 309 76
-Other 4348 | 4962 | 6049 | 6,782 | 141 | 219 12.1
settlements
Bukovac 2641 | 3040 | 3585 | 3936 | 151 | 179 98
Ledinci 1137 | 1280 | 1641 | 1912 | 126 | 282 16.5
Petrovaradin | 10338 | 11285 | 13,973 | 14810 | 92 | 238 59
Sremska 7532 | 7955 | 11205 | 12273 | 56 | 409 95
Kamenica
Stari Ledinci | 570 642 823 934 | 126 | 282 135

Source: Census of Population, Households and Flats in Serbia for
Relevant Years, Serbian Statistical Office.

The educational structure of the population at the city of Novi Sad is more
favorable compared to the level of the Republic of Serbia. Comparison of
the urban settlement and other settlements in the city of Novi Sad reveals
a more unfavorable educational structure of the population in rural and
per urban settlements (Table 2). According to the educational structure of
the population of the city older than 15 years, based on the "2011 census",
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it can be said that in the city area about 53% of the population with
secondary education, about 20% is a part of the population with higher
education, about 7% part of the population with higher education, about
14% is a part of the population with elementary education, about 1.5% is
a part of the population without school education, and 4.5% is a part of
the population with incomplete basic education (Program for support of
agricultural policy and rural policy development in the territory city of
Novi Sad for 2017, page 2).

Table 2. Educational structure of the population /' in R. Serbia and the
city of Novi Sad, 2011. (%)

No school and .
. . High school Higher and
incomplete Primary .
. higher
elementary education .
. education
education
Republic Serbia 13.7 20.8 48.9 16.2
-City Settlements 7.0 16.8 53.4 23.2
-Other Settlements 23.4 27.7 424 6.1
City Novi Sad 6.0 13.6 53.1 27.0
- City Settlements 4.7 11.8 52.5 30.7
- Other Settlements 11.5 21.7 55.9 10.7
Novi Sad 5.9 13.4 52.7 27.7
- City Settlements 4.6 11.5 52.0 31.6
- Other Settlements 11.6 21.8 55.8 10.6
Petrovaradin 6.5 15.5 57.2 20.6
- City Settlements 5.6 14.2 57.2 22.8
- Other Settlements 10.4 20.7 571 11.7

Source: Census of Population, Households and Dwellings in Serbia
2011, RZS.
/'"Population aged 15 and over.

The age structure of the population of Novi Sad (Table 3) is more
favorable compared to the level of the Republic of Serbia and at the level
of the urban settlement and at the level of other settlements. Only in the
urban settlement of Novi Sad the share of the population older than 65
years is slightly higher than the republican average of 15.6%. However,
according to the population projections, the old population in the planned
area will increase by about 50% in the period from 2010 to 2027 and will
constitute about one fifth of the total population, and in the planning
period the city of Novi Sad will face increasing problems of care for the
elderly (Spatial Plan of the City of Novi Sad, Official Gazette of the City
of Novi Sad, No. 11, 2012, p. 203).
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Table 3. Structure of the population in the Republic of Serbia and the city
of Novi Sad by age.

Population Population older Aging Average
under 15 years than 65 years (%) index /* age (year)
old (%)

Republic Serbia 143 17.4 124.6 422
- City Settlements 14.5 15.6 114.1 41.3
-Other Settlements 13.9 20.1 140.4 43.6
City Novi Sad 15.0 14.3 102.4 40.0
- City Settlements 14.9 15.9 104.0 40.0
- Other Settlements 15.9 13.4 92.5 39.9
Novi Sad 15.1 14.0 100.5 39.8
- City Settlements 14.9 14.2 102.8 39.8
- Other Settlements 16.0 13.2 91.2 39.8
Petrovaradin 14.4 15.0 113.1 41.2
- City Settlements 14.3 153 115.6 41.3
- Other Settlements 14.9 14.0 103.7 40.7

Source: Census of Population, Households and Dwellings in Serbia
2011, RZS.

/1 The ratio of the number of old (60 and more years) and young (0-19 years)
population.

Although there is a slight increase in the number of inhabitants, it is
noticeable that the biological quality in the population will be weaker due to
the increased participation of the old population. Consequently, the problems
of depopulation and aging of the population will be mitigated by the
measures of population policy, which will be determined and implemented
by the state, and the city of Novi Sad will, within its competencies and
possibilities, take measures that stimulate birth and birth rate in order to
alleviate the negative tendencies of the demographic Development (Official
Gazette of the City of Novi Sad, No. 11/2012, p. 203).

Agro technical equipment: machinery and equipment. The agriculture of
Serbia in recent decades portrays the differentiation and stratification of
the rural population, which is the main bearer of agricultural production.
There are producers that have greater economic power, which enables
them to follow modern technological achievements, both in terms of
using new equipment and implementing new technologies. In the second
group, they are poorer, without sufficient resources for a serious change,
and such a large majority of Serbia (Radivojevi¢, 2014). Problems that
farmers in Novi Sad have in the field of agricultural mechanization are
similar to those problems that farmers have in the whole territory of
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Serbia, and the most important are the following: 1) the structure and
exploitation life of existing mechanization in some sectors of agricultural
production is unfavorable; 2) unfavorable bank loans for the purchase of
new machinery; 3) undeveloped so-called machine rings. According to
the 2012 Agricultural Census data (Book 1) in Novi Sad, 532 one-axle
tractors were recorded; 3,781 two-axle tractors and 348 combine (Table
4).

Table 4. Spatial Distribution of Agricultural Machinery in Novi Sad, 2012

One-axle Two axle E::;g;slzl Forage Other
tractors tractors harvesters harvesters | combines

City Novi Sad 532 3,781 300 29 19
Novi Sad 358 3,536 289 28 19
Begec 13 221 P P P
Budisava 18 161 21 P P
Veternik 26 97 7 P P
Kac 25 421 33 7 P
Kisac 37 719 72 P 11
Kovilj 36 556 45 4 P
Novi Sad 61 172 13 P P
Rumenka 32 214 18 P P
Stepanovicevo 6 205 14 P P
Futog 42 438 8 5 P
Cengj 62 332 56 P P
Petrovaradin 174 245 11 P P
Bukovac 36 127 7 P P
Ledinci 30 33 P P P
Petrovaradin 55 41 P P P
Sr. Kamenica 42 31 P P P
Stari Ledinci 11 13 P P P

Source: Agricultural Census 2012, Agricultural machinery, level of settlement,
Note: According to the Law on Official Statistics and Protection of
Individual Data, some data in tables for settlements with three or less of
the three farms are hidden (shown with the letter "P")
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The following condition was registered for the following machines: 547
maize harvesters, 3,094 plows, 1,115 plates, 1,607 harrows, 1,700
seeders, 201 rotating harrow, 1,532 minerals fertilizer spreaders, 108
manure spreaders, 1,216 seeders, 1,800 sprayers, 3,803 trailers and 485
lawnmowers. On average, every agricultural holding in Novi Sad has 4.2
units of connecting machines and equipment (3.9 average for the
Republic of Serbia), which is somewhat more favorable than the average
of Serbia. On the other hand, spatial distribution of agricultural machinery
(Agricultural List 2012, Agricultural Machinery, level of settlements)
showed that the settlements of the largest agro-technical equipment are as
follows: Kisa¢, Kovilj, Futog, Ka¢ and Bukovac.

At the same time, the least agro-technical equipment has Veternik,
Ledinci and Stari Ledinci (Agricultural List 2012, Agricultural
machinery, level of settlement). For other settlements it can be said that
they have average agro-technical equipment with a certain oscillation of
the number of agricultural mechanization in settlements. Agricultural
producers need to strengthen cooperation through the formation of
machine rings. Machine rings to provide many benefits of their members
and allow farmers to split into two basic categories: (1) those who receive
the service and (2) those that provide them.

This differentiation resulted in a provider of services that are narrowly
specialized only for individual operations, so that the quality of services
provided is at the highest level. Consequently, by maximizing the use of
machinery, the price of such services is lower, and recipients of services
can address other problems in their agricultural production (inputs,
placement of products).

Creating machine rings would result in more efficient production due to
more rational use of existing resources, creating conditions for farmers
that specialize in the provision of services to grow into private
entrepreneurs, which is the dominant source of income, which in
particular relates to expensive agricultural machinery.

Storage and finishing facilities and facilities. The storage and finishing
capacities for the area of the city of Novi Sad were analyzed based on the
data onto the Census of Agriculture 2012, the level of the settlement
(Table 5).
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Table 5. Storage and finishing capacities in agriculture in Novi Sad, 2012

Storage and finishing Total Own capacity Used capacity
capacities Number
Corn bins 3,380 148,143 m’ 66,833 m’
Ambari 206 23,006 m’ 8,948 m’
Silos 60 147,341t 130,720 t
Dryers 18 8,378 m’ 361 m’°
Facilities for silage 29 15,022 m’ 13,110 m’
Facilities for storing 2,451 184,293 m’ 175,728 m’
agricultural machinery and
equipment
refrigerators 29 22,905 m’ 22,590 m’
Facilities for the 893 10,212 number of 3,883 number of
accommodation of cattle places places
Facilities for housing pigs 5,362 | 77,743 number of | 46,826 number of
places places
Facilities for hen laying 2,140 553,522 number 379,103 number
of places of places
Facilities for accommodation 746 103,488 number 100,101 number
of other livestock of places of places
Machines  for  calibration, 20 18 0
vacuuming and packaging

Source: Agricultural Census 2012 (Book 2);

Silos, barns, corn. There are 28 agricultural farms with silos, as well as 60
facilities with a total capacity of 147,341 t. The largest capacities of the
silo have the following settlements: Cenej (106,225 t), Novi Sad (18,091
t) and Kovilj (19,890 t). As far as barns, 183 agricultural holdings own
ammunition (total number of barns 206). The largest total capacities are
located in Ledinci (11,219 m?), followed by the settlements Ka¢ (2,930
m?), Sremska Kamenica (2,055 m3) and Kovilj (1,821 m?). Kosher for
corn has 3,380, and most of them are in the settlements Kisa¢, Kovilj,
Ka¢, Stepanovicevo. Objects in animal husbandry. Cattle accommodation
- 893; capacity: 10,212, number of seats; Objects for pig accommodation
- 5,362; capacity: 77,743, number of seats; Objects for henhouse
accommodation - 2,140; capacity: 553,522, number of seats; Silage
facilities are listed in 23 agricultural holdings, total capacity 15,022 m?
(total number of these facilities is 29). The largest total capacity of
facilities is located in Kovilj (9,581 m?), followed by Kisa¢ (3,307 m?),

Rumenka (1,050 m?), Futog (796 m?).
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Refrigerators. According to the 2012 Agricultural Census (Keserovi¢ and
associates, 2015), of the total number of refrigerators in Serbia, most of
them are in Smederevo, Topola, Subotica, Grocka and Cacak, typical
"fruit trees". The capacities are dominated by Subotica (63,441 m?®), Arilje
municipality (58,335 m?) and the city of Smederevo (58,306 m?). While
the capacities in Arilje are intended for the storage of frozen raspberries,
in other mentioned cities / municipalities it is mainly about keeping fresh
fruit (apples, pears, peaches, etc.).

The number of refrigerators in the city of Novi Sad is 29, and around 73%
of the total refrigerator capacity of agricultural holdings is registered in
the settlement Bege¢ (16,690 m?). Next are the Rumenka settlements
(2,788 m®), Ka¢ (1,593 m?), Futog (1,102 m?), Cenej (640 m?), Novi Sad
(74 m?) and others.

Dryers are recorded in 18 agricultural holdings, with a total capacity of
8,378 m3. Analysis of the spatial distribution of drying capacity indicates
that as much as 96% of the total capacity is located in Kovilj (8,023 m?).
The remaining drying capacities are located in settlements: Cenej (114
m?), Veternik (100 m?), Futog (75 m?®), Kisa¢ (33 m?) and Begac (15 m?).

The machine for calibration, vacuuming and packaging has a total of 20,
with 8 of them older than 10 years. The capacities are located in the
following settlements: Bege¢ (3), Ka¢ (1), Kisa¢ (2), Novi Sad (2),
Rumenka (1), Stepanié¢evo (3), Futog (5) and Cenej (3).

Most of the area of the city of Novi Sad is arable agricultural land, where
the most important is cultivation of crops, with conditions for the
development of organic agriculture, production of vegetables and fruits,
and due to the significant raw material base and the development of the
food industry (Official Gazette of Novi Sad, number 64/2015). In
accordance with such potentials, although the storage and finishing
capacities of Novi Sad exist, it must be in the field of further construction,
purchase and expansion of these capacities, as this increases the quality of
products and facilitates placement.

Formulation of strategic goals and main activities. Dynamic conditions
of life and business strategic planning make it necessary to manage local
development (Official Gazette of the City of Novi Sad, No. 64/2015). The
overall objective of local agricultural development should be directed
towards improving the material and social status of the local population,
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promoting an integral rural development model based on linking rural
with the city economy and diversifying economic activities in the
countryside.

Accordingly, the following results should be expected: increased
competitiveness, more complete use of all resources, harmonization of
agricultural production, increase to employment and income of the
population, while respecting the principles of sustainability. Namely, a
sustainable society is a society that has the ability to maintain balance
between economic, social and ecological processes (Saric et al., 2013, pp.
77-90). Achieving these results requires the real creation of a "SWOT"
matrix (Table 6).

The optimal strategy for the development of the agriculture and food
industry of the city of Novi Sad in the "SWOT" environment is a mini -
maxi strategy that implies minimizing weaknesses and threats while at the
same time maximizing power and opportunities in the environment such
as regional integration, education and advising in agribusiness and etc.

Table 6. SWOT matrix of the agriculture sector in Novi Sad

STRENGHT

WEAKNESSES

Novi Sad, in addition to the Belgrade
agglomeration, represents the city center
of the highest degree of urbanization in
the Republic of Serbia;

It is located on the Danube, an important
European river, almost in the central part
of Vojvodina, on important road, rail and
water corridors (X, VII);

High-income migration balance of the
city of Novi Sad;

The educational structure of the
population in Novi Sad is more favorable
compared to the level of the Republic of
Serbia;

On average, every agricultural holding in
Novi Sad has 4.2 units of connecting
machines and equipment (3.9 average for
the Republic of Serbia), which is
somewhat more favorable than the
average of Serbia;

The largest part of the city of Novi Sad
makes for arable agricultural land, where
the most important is cultivation of crops;

One of the conflicts in the area is the
devastation of high quality agricultural land
and its conversion;

The cities of AP Vojvodina, primarily Novi
Sad, are facing constant traffic
overabundance,

"Moving the reproduction of the population”
from village to urban environments;

Poor educational structure of the population
in rural and periurban settlements;

The least agro-technical equipment has
Veternik, Ledinci and Stari Ledinci;
Insufficient cooperation between farmers on
the use of joint machinery;

Although the storage and finishing
capacities in Novi Sad exist, it must be done
in the field of further construction, purchase
and expansion of these capacities, as this
increases the quality of products and
facilitates placement;
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CHANCES

THRUST

The main advantage of urbanization in
Vojvodina is the optimal hierarchy of
urban settlements;

Vojvodina has physically arranged urban
settlements and cities, developed identity,
based on the affirmation of natural and
cultural values;

Regional integration;

Institutional approximation of Serbia to
the European Union;

Creating a stimulating population policy;
Accelerated replacement of existing
mechanization is the only way to stabilize
it and increase yields per unit area;
Implementation of the production
program based on the application of
modern technology;

Free Trade Agreement with the Russian
Federation;

Favorable conditions for external trade in
goods from the field of agricultural food
sector;

Support the development of new storage

Urban transition marked by polarization,
the development of urban hotspots with a
pronounced  displacement of  the
population into cities;

The problems of the settlement in
Vojvodina are floods and landslides;

Demographic ~ emptying  of  rural
settlements;

Aging population;

Depopulation trend;

Inadequate  internal and  external

migration;

Differentiation and stratification of the
rural population;

There is a significant number of poor
producers, without sufficient resources to
monitor modern technological
achievements;

Structure and exploitation life of existing
mechanization is unfavorable;
Globalization of trade in food products
and increasing competition in
international markets;

and finishing capacities according to the
available strategic raw materials and
market requirements;

Source: Research by author, 2017.

The following strategic goal can be formulated in agricultural enterprises
and large agricultural systems in the City of Novi Sad: "Improving
competitiveness and market operations in the agricultural sector,
contributing to the sustainable development of rural areas, protecting the
environment and rare natural resources”.

In accordance with the strategic objective, specific specific objectives and
measures for their implementation can be formulated.

"Specific Objective 1. Improving Human Potential”. In order to improve
the competitiveness of the agricultural sector in the city of Novi Sad, it is
necessary to implement adequate measures and projects in the field of
human resources development. This specific objective would be realized
through the following measures: 1) creating a program for the
development of local advisory services and the employment of local
advisers; 2) efficient organization of professional agricultural service; 3)
institutionalization of advisory policy; formation of a national association
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of consultants; 4) planned and systematic education of advisers; 5)
transfer of contemporary scientific and professional achievements; 6)
education, training and seminars for the manufacturer; 7) greater
incentives from the agrarian budget for young farmers; 8) development of
manifestations in the field of agriculture.

"Specific objective 2. Institutional and legal support for the development
of peri-urban agriculture, harmonized with EU practice”. The main
directions of the activities are: 1) Developing a system of budgetary and
credit support for the development of agriculture; 2) Developing
mechanisms for monitoring implementation of incentives and control of
results; 3) Improve coordination and synchronization in the
implementation of support measures between different levels of state
administration (republic, city, municipality); 4) Strengthening the
capacities of the local community in the field of development of peri-
urban agriculture; 5) Improvement of legal regulations in agriculture; 6)
Reorganization and improvement of existing institutions in agriculture.

"Specific objective 3. Support the development of new processing
capacities according to the available strategic raw materials and market
requirements.” Productivity improvements can be achieved through
investments in production (adoption of new knowledge and technologies,
capacity building and modernization of machines and equipment,
introduction of irrigation and drainage systems), marketing and
introduction of a quality system in line with EU standards. This specific
objective would be realized through the following measures: 1) tax
support for investments in small plants for the processing of high quality
products for export; 2) improvement of the production agricultural
structure; 3) creating machine rings in order to achieve more efficient
production due to more rational use of existing resources; 4) construction,
purchase and expansion of warehouse and dredging capacities, as this
increases the quality of products and facilitates placement; 5) encouraging
association and integration).

Conclusion

The vision of the agriculture of the city of Novi Sad involves the
development of more propitious and more competitive agriculture
composed of commercial and family farms dealing exclusively with
agriculture and / or dealing with agriculture in terms of an additional
source of income. Realizing agrarian competitiveness requires
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macroeconomic management to change the basic elements of agricultural
development strategies, first of all, towards the creation of sustainable
agricultural systems, whose growth is driven by knowledge and
innovation, as well as in the direction of market development and
agricultural product chains.

Competitive and market-oriented agricultural sector of the city of Novi Sad
must base its development on the entrepreneurial approach to employment
and education in intensive agricultural production. Such development is
based on the natural resources of the area and is in line with new
technologies and market trends, closely linked to standardized production
capacities, with the extension of environmental standards and the
affirmation of rural areas. All this is supported by adequate agricultural
policy and financial resources and harmonized institutional and legal
frameworks towards good business practice in the European Union.
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THE IMPACT OF SUBSIDIES ON LIVESTOCK SECTOR IN
ROMANIA

Chetroiu Rodica’ , Iurchevici Lidid’

Abstract

The goals of present paper are to carry out an analysis of the impact of
subsidies during the years 2007-2017, with the two categories of financial
support (National Transitional Aid and Coupled Support in Animal
Husbandry), for cow's milk, bovine and sheep meat. The methods used are
comparative analysis of the trends of different economic indicators,
graphically expressed, along with the evolution of subsidies. The study
show that granting of subsidies saved the continuing downward trend in
the number of dairy cows; also, the subsidies have not attracted production
increases, but have been a barrier to fluctuations in the dairy milk market
after elimination of milk quotas. In the period under review, prices of beef
at farmgate were doubled, and the cost of production has increased
considerably, so that after the crisis of 2014-2015, if subsidies would not be
granted, producers would be registered financial losses. The prices for
sheep meat doubled over 2007-2017, while production costs tripled,
leading to losses in recent years where subsidies were not accessed.

Keywords: subsidies, cattle, milk, meat, sheep
Introduction

The implementation of agricultural quality policies should be based on a
large amount of information on the evolution of agricultural market for all
main product types, data on agricultural holdings, their productivity and
competitiveness, structure of agricultural land, production methods,
quality standards and environmental protection in realization of
agricultural production. It is also necessary to develop studies on the
impact of financial support policies for agricultural producers.
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The financial support to the zootechnical sector aims both at covering
expenditures for production, as well as increasing the efficiency of
agricultural production, increasing the quality of production etc. and
ensuring a competitive level facing European producers, that benefit from
significantly higher subsidies.

The impact of granting subsidies depends on the type and purpose of the
financial support, so that for some categories of subsidies, immediate
utility can not be discussed, because the effects are seen after 2-3 years, as
is the case with the improvement of genetic material quality from farms.

This study intends to find out if accessing subsidies has had influence on
stopping the decline of cattle herds, farm exits from crisis situations on
the product market, obtaining increased incomes of livestock farmers,
eliminating farmers' financial losses, covering of a part of production
costs in the livestock sector.

Material and methods

National Transitional Aid in Animal Husbandry is granted from the state
budget to livestock farmers for bovine, sheep / goats, that are registered in
Agency for Payments and Intervention for Agriculture (APIA) with
unique identification code, according to the eligibility criteria, for the
following schemes:

a) decoupled production scheme, for bovine species, in the milk sector;

b) decoupled production scheme, for bovine species, in the meat sector;

¢) coupled production scheme, for sheep / goats species.

Coupled Support in Animal Husbandry is granted to active farmers,
cattle, sheep / goats breeders and silkworm breeders, who meet
cumulatively certain conditions specified in current legislation.

For the period 2007-2017, an analysis of the impact of subsidies from the
two categories of financial support (National Transitional Aid NTA and
Coupled Support in Animal Husbandry CSAH) was performed for the
above-mentioned species / production categories.

Due to the fact that the milk quota system no longer applies from April
2015, this policy change is a major challenge for the milk sector.
Compared to farmers in other sectors, those from dairy sector have less
flexibility in adjusting production to market changes: production remains
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constant, can not be reduced or reoriented in a short term, while high
costs of investments in equipments and productive animals make difficult
to change the nature of production.

Results and discussions

Cow's milk

Table 1. Evolution of cow's number and subsidies

Year 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
Evolution of cow's
number
(thousand heads) 1619 | 1579 1512 1431 1181 1188 1194 1192 1201 1201
Subsidies (lei/head) 490 495 | 571.1 | 410 | 409.8 | 499.9 | 708.2 | 708.2 | 1476 | 1462

Source: National Institute of Statistics, Ministry of Agriculture and Rural
Development

Chart 1. Number of cows and subsidies granted
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The data in Table 1 and Chart 1 indicates that subsidies saved continuous
downward trend in the number of dairy cows in 2007-2010. In 2012,
subsidies started to increase, maintaining flocks at this year's level, but
even after 2014 the level of subsidies increased significantly, this has
influenced to a small extent (0.7%) the increase in the number of cows.
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Table 2. Evolution of cow's milk production

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015
Production of cow's milk
- total country (thousand | 54875 | 53090 | 50570 | 42824 | 43947 | 42036 | 42593 | 44015 | 42663
hectolitres)
Production of cow's milk
- private sector (thousand | 54740 | 52968 | 50458 | 42720 | 43876 | 41948 | 42486 | 43902 | 42536
hectolitres)
Production of cow's milk
— individual holdings | 53187 | 51231 | 48056 | 40573 | 41182 | 39212 | 40096 | 40454 | 39530
(thousand hectolitres)
Subsidies (lei/heads) 490 495 571.1 410 409.8 | 499.9 | 708.2 | 708.2 1476

Source: National Institute of Statistics, Ministry of Agriculture and Rural

Development

Chart 2. Evolution of cow's milk production and subsidies

60000

55000

50000

45000

40000

thousand hl
N w w
wu o wu
(=] o (=]
o (=] (=]
o o o

20000

15000

10000

5000

2007 2008

2008

2010

2011

2012

2013 2014

2015

1600

1400

1200

1000

I Production of
cow's milk - total
country

s Production of
cow's milk -
private sector

lei

mm Production of
cow's milk -
individual
holdings

o 5UBSIDIES

Source: National Institute of Statistics, Ministry of Agriculture and Rural

Development

The evolution of milk production shown in Table 2 and illustrative in the
previous chart shows a decline both at country level, in the private sector
and in individual holdings. It can be argued that the increase in the level
of subsidies since 2013 did not attract increase in production, but this
financial support was a barrier to the fluctuations on the dairy milk
market after elimination of milk quota, when crisis situations took place,
independent of technological aspect of production, but due to difficulty of
covering costs with revenues at the level of the profitability threshold.
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Table 3. Economic indicators — milk sector, 2007-2017

Specification MU | 2007 { 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

IAverage production Kg/ | 3387 | 3426 | 3459 | 3060 | 3776 | 3701 | 3771 | 3879 | 3374 | 3357 | 3400
head
Price Lei/ | 0.75 | 0.88 | 0.89 | 093 | 1.06 | 1.11 | 1.20 | 1.25 | 1.16 | 1.15 | 1.27

Income/head without | Lei/ | 2540 | 3015 | 3078 | 2834 | 4001 | 4123 | 4525 | 4849 | 3914 | 3861 | 4318
subsidies head

Income/head + Lei/ | 3030 | 3510 [3649.1|3244.1/4410.4/4622.9|5233.4(5557.0{5389.8|5322.6/5904.0

subsidies head

Cost of production/head| Lei/ | 2460 | 2800 | 2840 | 2860 | 3600 | 3720 | 4010 | 4280 | 3900 | 3950 | 4350
head

IProfit without subsidies| Lei/ | 80 | 215 |237.9|-25.9 [400.6 [402.9|515.2|568.8| 13.8 | -89.5|-32.0
head

IProfit with subsidies Lei/ | 570 | 710 [809.1|384.1|810.4|902.9|1223.4{1277.0{1489.8[1372.6|1554.0
head

IProfit rate without % 33 | 77 | 84 | -09 | 11.1 | 108 | 12.8 [ 133 | 04 | -2.3 | -0.7

subsidies

IProfit rate + subsidies | % | 23.2 | 254 | 28.5 | 13.4 | 22.5 | 243 | 30.5 | 29.8 | 38.2 | 34.7 | 35.7

Subsidies (NTA + Lei/ | 490 | 495 |571.2|410.0|409.8|500.0|708.2|708.2 {1476.0{1462.0|1586.0

CSAH) head

Source: Own calculations based on NIS, FAO, MARD data

Between 2007 and 2017, cow's milk production fluctuated, reaching a
minimum of 3060 kg / head in 2010 and a peak of 3879 kg / head in 2014.
The price of milk at farm's gate was continuously increased until 2014
(1.25 le1 / kg), followed by a slight decrease until the first semester of this
year, when it reached 1.27 lei / kg. At the same time, the milk cost of
production has generally had an upward trend, which has led to variable
results for milk producers, who had losses in some years. In the following
charts these developments are suggestively presented.

Chart 3. Evolution of income at cow's milk
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Chart 3 shows that the income of cow milk producers increased during
the study period until 2014, after which the intervention of subsidies is
evident, since after this period there are the largest differences between
subsidized and non-subsidized incomes, due to elimination of milk quotas
and falling of production prices.

Chart 4. Evolution of profit at cow's milk
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Regarding the evolution of profit, there is a constant increase until 2014
(except for 2010) between 80.3 - 568.8 lei / head without subsidies and
between 570.3 - 1554 (estimated) lei / head with subsidies, after which, in
the case of non-granting subsidies, producers recorded losses (Chart 4).

Chart 5. Profit rate for cow's milk (%)
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The profit rate for cow's milk varied, with very significant differences in
profitability between those who received subsidies and those who did not
receive this type of financial support, between minus 2.3-13.3% (without
subsidies) and 13.4 - 38.2% (with subsidies).

Chart 6. Degree of covering costs by granting subsidies for cows’ milk (%)
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Considering covering some production costs with subsidies, it reveals
varying degrees of coverage, from 11.4% in 2011 and 37.8% in 2015,

indicating a high dependence of profitability of production activities of
the subsidies granted.

Beef

Table 4. Evolution of bovine number

Year 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

Number  of bovine | 305, | 5560 | 2617 | 2501 | 2113 | 2063 | 2054 | 2069 | 2078 | 2081
(thousand heads)

Subsidies lei’/head 490 | 495 | 571.1 | 410 | 409.8 | 499.9 | 708.2 | 708.2 | 1476 | 1462

Source: NIS, MARD

Chart 7. Evolution of bovine number and subsidies granted
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Evolution of cattle number followed a steady downward curve, indicating
that the increasing intervention of subsidies did not encouraged the
increase in herds.

Table 5. Evolution of beef production

Year 2007 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015
IProduction of beef,
lifeweight - total | 333282 | 306373 | 264155 | 205347 | 211971 | 198510 | 192206 | 183562 | 199712
country (to)
IProduction of beef,
lifeweight —private| 331840 | 304427 | 263346 | 204783 | 211561 | 198118 | 191663 | 182999 | 199225
sector (t0)
IProduction of beef,
lifeweight -
individual holdings| 06098 | 291307 | 249334 | 187270 | 177292 | 169223 | 169255 | 161566 | 172693
(to)
Subsidies (leihead) 150 150 5711 410 4008 | 4999 | 7082 | 7082 | 1476
Source: NIS, MARD
Chart 8. Evolution of beef production and subsidies
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The data in Table 5, illustrated in Chart 8 shows a decrease in beef production,
by almost 45% between 2007 and 2014, followed by a slight increase.
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Table 6. Economic indicators — beef sector, 2007 — 2017

Specification MU | 2007 |[2008| 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

. |kg/ head|

|Average production 430 | 425 | 428 | 406 | 433 | 453 |456.8| 450 |460.6|455.7|458.4

. lei/ kg
IPrice 298 |3.52| 48 48 | 55 | 55| 6.0 | 60 | 6.1 59 | 6.0
Income lei/ head|

head without 1281.4 | 1496 | 2049.3 {1965.6|2385.5|12503.0|2740.8(2682.0[2786.6[2702.32750.4
subsidies
Income/ lei /head

L 1431.4 | 1646 | 2620.5 {2375.6|2795.3|3003.0|3449.0(3390.2(4262.6(4164.3|4336.4
head + subsidies

ion/_llei/ head
Cost of production/  feIREAT 50 | 1350 | 1850.0 |1850.0[2200.0[2320.0[2500.0[2530.0[2900.0[2900.0/2900.0

lhead
‘ e/ head
Profit without VAN 14 | 146 | 1993 |115.6]185.5|183.0(240.8 | 152.0(-113.4/-197.7|-149.6
subsidies
. .. [lei/ head|
Profit with subsidies 2314 | 296 | 7705 |525.6595.3(683.0 | 949.0 | 860.2 |1362.61264.3|1436 4
- %
Profit rate without ® | 68 |108] 108 | 62 | 84 | 79 | 96 | 60 | 3.9 | 6.8 | 5.2
subsidies
%
Profit rate + ® 1 193 [21.9] 41.6 | 284 | 27.1 | 29.4 | 38.0 | 34.0 | 47.0 | 43.6 | 495
subsidies
i e/ head
(S:Lg;;g)‘es(NTA+ VR 150 | 150 | 571.2 [410.0]409.8 | 500.0 | 708.2 | 708.2 [1476.0[1462.0/1586.0

Source: Own calculations based on NIS, MARD data
In the period analized, beef prices at farmgate were doubled, and the cost
of production has increased considerably, so that after the crisis of 2014-

2015, when no subsidy, producers should be registered financial losses.

Chart 9. Evolution of incomes at beef
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According to data presented in Chart 9, the subsidies granted brought
income 11.7% (2007) - 57.6% (estimated 2017) higher those who
received financial support. Regarding the evolution of profits at beef, the
lack of subsidies during the crisis period would have attracted farmers'
losses, up to 197.7 lei / cap / year (see Chart 10).

Chart 10. Evolution of profit at beef
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As a consequence, the profit rate for beef was between minus 6.8% and
10.8% in the case of non - subsidization and 19.3% to 49.5% with

subsidies (see Chart 11).

Chart 11. Profit rate for beef (%)
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Coverage degree of expenses with financial support ranged between 11,1
- 54,7% in the period under review (see Chart 12).

Chart 12. Coverage degree of expenses with subsidies at beef (%)
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Sheep meat

Table 7. Evolution of sheep number

Year 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015

Total sheep (thousand heads) 8469 | 8882 | 9141 | 8417 | 8533 | 8834 | 9136 | 9518 | 9810

Private sector (thousand heads) | 8460 | 8871 | 9132 | 8408 | 8526 | 8822 | 9123 | 9507 | 9798

Individual holdings (thousand 8263 | 8732 | 9043 | 8246 | 8371 | 8649 | 8965 | 9369 | 9583
heads)

Subsidies (lei/head) 17.4 | 133 | 245 | 195 | 18.1 | 163 | 17.1 | 163 | 14.6

Source: NIS, MARD

Chart 13. Evolution of sheep number and subsidies
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Evolution of sheep flocks has been very favorable since 2010, both in total
and in the private sector, which has been steadily rising from one year to
another, compared to evolution of subsidies, which felled on a downward
trend after 2013, indicating that there was no correlation between financial
support and increase of numbers (Table 7 and Chart 13).

Table 8. Evolution of sheep and goats meat production, tons

Year 2007 2008 2009 2010 2011 2012 2013 2014 | 2015
Total production of
sheep+goat meat, 110188 | 103802 | 104244 | 99524 | 110034 | 107335 | 103619 | 107781 | 109607
liveweight

Production of
sheep+goat meat in
private sector,
liveweight
Production of
sheep+goat meat,
individual holdings,
liveweight

Subsidies 174 | 133 | 245 | 195 | 181 | 163 | 171 | 163 | 146
Source: NIS, MARD

110069 | 103730 | 101707 | 99440 | 109977 | 107248 | 103530 | 107679 | 109511

97069 | 92966 | 93508 | 93203 | 92654 | 93105 | 92869 | 94893 | 87632

Chart 14. Evolution of sheep and goats meat production and subsidies
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The production of sheep and goat meat had a steady evolution, with small
differences from one year to another, both in total and in the private
sector, and, as in the case of flocks, it seems that the influence of the
subsidies did not was significant in this regard.
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Table 9. Economic indicators — sheep meat sector 2007-2017

Specification UM | 2007 |2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017
|Average production kg/
head 35 40 35 40 35 40 40 40 40 40 40
IPrice lei/kg | 3,52 | 42 | 534|539 | 7,08 | 6,82 8,50 | 898 | 8,09 | 7,38 | 7,31
Income

Vhead without subsidies|lei/ head| 123,2 | 168 | 186,9 | 215,5 | 247,7 | 272,7| 340,0 | 359,2 | 323,6 | 295,2 | 292.4

Income/

head + subsidies lei /head| 143,2 | 188 [230,9 |255,5]287,7|313,5[392,0|411,2[370,3|440,2|379,7
Cost of production/

head lei/ head| 115 | 150 |180,0|205,0|220,0|250,0 |305,0|318,0|320,0|315,0|320,4

IProfit without subsidies|lei/ head| 8,2 18 | 69 | 10,5 | 27,7 | 22,7 | 35,0 | 41,2 | 3,6 |-19,8|-28,0

IProfit with subsidies Ilei/head 28,2 | 38 | 50,9 | 50,5 ) 67,7 | 63,5 | 87,0 | 93,2 | 50,3 | 125,2| 59,3

Source: Own calculations based on NIS, MARD data

The previous table shows that farm gate prices for sheep meat doubled
over the period 2007-2017, while production costs have tripled, leading to
losses in recent years, where no subsidies were accessed. Clearly,
financial support has helped to increase breeders' incomes.

Chart 15. Evolution of incomes at sheep meat
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Chart 16. Evolution of profit at sheep meat
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Regarding the profit obtained, it was decisively influenced by the access
to subsidies, as in the absence of such support losses were recorded in
recent years (see Chart 16). The profit rate was positive for those with
subsidies (15.7 - 39.7%), and those without subsidies ranged from minus
8.8% to 13%.

Chart 17. Profit rate at sheep meat (%)
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Between 2007 and 2017, the cost coverage of sheep meat by subsidies
varied between 13.3 and 46%.

Chart 18. Coverage degree of expenses with subsidies at sheep meat (%)
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Conclusions

The financial support for livestock sector has been aimed both at covering
expenditures for production, as well as increasing efficiency of
agricultural production, increasing the quality of production and ensuring
a competitive level on market.

The coverage rate of costs by subsidies ranged from 11.4-37.8% for cow's
milk, 11.1-57.4% for beef and 13.3-46% for sheep meat. Considering the
share of fodder in cost as between 65-75%, it can be said that on-time
subsidies covered up to half of the feed costs.

The elimination of milk quotas meant for many farmers (small and
medium-sized) a confrontation with a competition that they could not
handle very easily. There is a prospect of prolonging on long-term
situation, due to the fact that, at European level, the supply of animal
products is higher than demand. Small and very small agricultural
holdings have the largest share, both in the number of holdings and in the
number of animals held. These farms are not representative in
associations and also in partnerships for policy-making.
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This study shows that accessing subsidies has had a decisive influence on:

Stopping the decline of cattle herds

Farm exits from crisis situations on the product market, which took
place between 2014 and 2015

Increased incomes of livestock farmers

Eliminating farmers' financial losses

Covering of a part of production costs in the livestock sector.
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., Plants have a significant role in many processes on the Planet...People
harvesting their fruits and use the energy that is the life initiator. We are,
almost all of us, solar-powered. What a marvellous cooperative
arrangement: plants, animals and people inhaling the other’s exhalations. A
kind of planet-wide mutual mouth-to-stoma resuscitation, the entire elegant
cycle powered by a star 150 million kilometres away. *

Carl Sagan: Cosmos

CONTRIBUTION OF SCIENCE AND PROFESSION TO THE
DEVELOPMENT OF THE SERBIAN VILLAGES AND
AGRICULTURE

. .l X .2
Danilo Tomi¢', Dragan Skori¢

Abstract

Republic of Serbia has a broad network of scientific and educational
institutions working on advancement of agricultural production, rural areas
and food processing technologies, as well as on development of biotechnology
for sustainable non-food products and processes (for industrial uses) and
environmental protection (ecosystems preservation and advancement). Over
the last five to six decades, significant results have been achieved within the
all mentioned fields of activity. Of particular importance are: development of
over 2,000 cultivars of grown plants, development of new breeds of livestock
and production technologies, as well as the advancements within the fields of
soil science, plant protection, health and protection of domestic and wild
animals, sustainable use of natural resources, environmental protection, and
implementation of many technologies for obtaining the final products.
During the last two decades, caused by several objective and subjective
reasons, in Serbia it has come to stagnation and slight decrease in scientific
research. In order to accelerate scientific and technological development in
the Republic of Serbia, structural changes of scientific and educational
process, reorganization of scientific institutions and renewal of available
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scientific staff have to be done. Briefly, the core of development and
application of classic and contemporary technologies is in better relation
between human and nature, or more rational use of natural resources that are
in line to the human needs. The developed world has been transferred into the
society and economy based on knowledge. We also have to look in that
direction. Food production is world-wide business. The increase in total
revenues, profit and added values should become primary business motive to
all economic entities. The social and agro-economics sciences have significant
role within the mentioned processes, leading to increase of achieved GDP.

Key words: Science, profession, education, results, agriculture, villages,
agro-economics.

Biotechnical approach
Agriculture the ,,avant-garde” of technological process

The development of science, technology and education has an extremely
important role in social development. Science and knowledge were
represented, they still are, and they will be also a significant support in
society development. Agriculture is the foundation of society, while the food
production represents important economic and political issues, as well as
strategic orientation of the development of our entire country. Worldwide,
from historical point of view, agriculture is just an avant-garde of
technological progress. The first innovations, biological, chemical, genetic,
such as bio-engineering, cloning, etc., have just started in agriculture.
Therefore, scientific and technological achievements and their practical
application in mentioned area must also become the leading and creative
driver force to this development. In the post world war period, development
of agricultural science and its application in practice have been too intensive,
especially in the field of selection, agro-techniques, plant protection, in
livestock breeding, fruit growing, as well as in the sphere of socio-
economics, etc.

But, there should be no place to complacency. The time that is coming and
expected changes, look for new achievements and results as ,,keeping up*
and ,,confrontation* with global science. This presupposes the development,
improvement, use and application of own and world accomplishments.
Besides to traditional disciplines and researches in the fields of genetics, agro
chemistry, pedology, agro-techniques, animal nutrition, zootechnics,
production economics, organization, rural sociology, etc., it is necessary to
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accelerate the preparation and trainings for scientific disciplines and research
from the areas of the third and fourth technological revolution. These are
information and computer technology, bio-technology and genetic
engineering, nano-technology, robotics, etc. Development of mentioned
disciplines and research should contribute a lot to increase of income,
profit and value added, in other words to development of entire national
economy. Exit from current economic and social crisis is not possible
without faster enrolling into the third and fourth technological revolution,
before all, knowledge based economy and society.

Previously, let's remember what first and second technological revolution
brought. Related to development of human society, first technological
revolution was happened right in agriculture. By improving the working
tools, the man had been started to produce more and more. Simultaneously
he decreased the fear of hunger and advanced the life conditions, gradually
making free from the nature dispositions. Second wave of technological
changes in human society has been started with implementation of machines
into the production process. Actually, that was the first industrial revolution
changing a world in many details. Urban population is growing. New urban
areas and production facilities were building. Adequate relations among raw
material base, factories, market and population were establishing.
Development of science and technology was more intensive compared to
previous period.

In fact, in agriculture were come to several green revolutions. The first green
revolution took place at the beginning of the 16" century by discovering of
America and transferr of number of plant species from America to Europe
(corn, potatoes, etc.). The second started with the use of mineral fertilizers
and steam engin, in the middle of the 19" century. The third had began with
more intensive approach to selection, breeding and creation of new varieties,
hybrids and breeds within the existing plant and animal species (beginning
and mid of 20" century). With development and improvement of
biotechnology and genetic engineering, we are at the start of the fourth green
revolution (end of 20™ and beginning of 21* century). That are the basic
characteristics of the second technological or the first industrial revolution
that was started at the mid of 19" century. The second industrial revolution,
caused by information technologies introduction with the start of second half
of 20" century, in same time represents the beginning of the third and the
fourth technological revolution. Currently we are in the fourth technological
revolution, which is characterized by digital-technology, nano-technologies
and robotics.
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At this stage of development science is becoming more and more
important

Science is one of productive forces and a factor of progress of entire society.
There is no society that has entered into contemporary civilization and which
does not understand the role of science in production processes. Science also
has an important role in shaping and developing of long-term development
directions. Besides, it participates in determination of accomplishment
intensity of long-term development plan for the society productive forces
(Keyzer, 2005). From the aspect of agriculture, villages and food technology,
scientific and research has a significant impact on previously determined
developmental directions. Creation and education of scientific-research
personnel is relatively slow and long-term process. Otherwise, certain
scientific researches indicate that in growth of production around 35-45% is
affected by technical-technological processes. Mentioned underlines the
science as crucial factor which supports the growth of production, obliging to
further development and improvement of scientific-research personnel
(Marko, 1987).

The history of science is full of examples showing that inventions most often
can not be predicted or that their application and consequences can not be
quickly and completely perceived. To what extent future scientific and
technological achievements will improve the plant and animal production,
enabling the accomplishment of previously determined goals, will depend
primarily on man ability to properly use them (Kastori, 2006).

Previous forty years of the 20" century were very important for the
development of world-wide plant and animal production. Same implications
have been also held on national level. During the mentioned period the yields
of most grown plants and domestic animals have been significantly increased.
A significant number of factors contributed to this success, before all, intensive
scientific-research activity within the field of genetics and breeding that
enables the creation of new cultivars with high genetic potential of agronomic
properties. At the same time, growing methods have been improved, mostly
under the influence of agricultural machinery and chemical industry
(production of mineral fertilizers and pesticides). Also, compared to the
previous period, channel for the transfer of scientific results to direct producers
was significantly shortened. However, this positive trend in Serbia was only
until the end of the 80’ of last century, while to the end of 200 century, it
turned to negative direction. Reasons that caused this negative phenomenon
primarily are embargo, transition and unpreparedness of the society for global
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change. The most dynamic period for the development of science within the
field of agriculture and food technology was from 1960. to 1990. During this
period, the society was focused to the development of existing scientific and
educational institutions. At that time, several new scientific institutes and
faculties were also opened. Besides, attention was given to the education and
professional development of scientific and professional personnel. The result
of these positive efforts was evident throughout the creation of large number
of domestic varieties and hybrids of crop, vegetable, fodder and fruit species,
and vine. Then, optimal production technologies for grown plants were
achieved. To animal husbandry was also given great attention, as new breeds
of domestic animals were created, or production characteristics of introduced
breeds were improved. Then, optimal technologies of breeding and health
care procedures for domestic animals were developed. In previous period,
appropriate attention was not given to the rejonization of agricultural
production, so natural advantages of certain regions for some production
lines are not expressed (Markovi¢, 1987). Mentioned period is characterized
by the development of new technologies and new food products. Main goal
of this paper is to evaluate the current situation and point out to further
perspectives of science and profession development in the field of agriculture
and food processing industry.

Results in biotechnical sciences

Science in Serbia has, in the field of agriculture and food technologies, in the
past 40-50 years, achieved considerable results in all scientific branches and
disciplines (Sevarli¢, Tomi¢, 2008). Great attention was given to the soil, as a
natural resource of special importance for plant growing. Pedological maps
of the soil in Serbia have been developed; parameters for increase in fertility
have been studied along with the studies in soil damage and soil reclamation;
it was done a lot on the regulation of the water-air soil regime; the
melioration of anormal soils, soil protection from erosion in the function of
food production, use of soil under irrigation in order to maximize yields, and
a number of other important parameters and properties have been studied.
Using genetic variability and modern methods of cultivation of grown plants,
breeders in scientific institutions in Serbia in the past 50 years have created
over the 2,000 cultivars of crop, vegetable, and fodder plants, fruit species
and vines. In the previous period, these cultivars played an important role in
agricultural production, from the aspect of increasing yields, quality
parameters and production stability (Borojevi¢, 1987). In particular, the
contribution of our breeders in the expansion of our cultivars in the
international market should be emphasized. It is estimated that in the period
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2002-2010., yearly in Europe there were roughly three million hectares
planted with our cultivars (corn, sunflower, soybeans, wheat, etc.).
Agricultural faculties in Serbia in the previous period have played a
significant role in the education of experts, as several thousand experts
graduated from our faculties. Also, considerable amount of master theses and
doctoral dissertations have been defended. It all points that our faculties have
also taken a significant role in the creation of professorial staff and scientific
workers.

In the previous period, fruitful international cooperation with a large number of
world-wide countries was realized. A significant number of our scientific staff
specializations, masters, doctoral and postdoctoral studies attended in
developed countries. Also, a number of experts from developing countries
completed regular studies, specializations, master and doctoral studies at the
agricultural faculties in our country. A number of joint projects have been
realized with the partners from developed and developing countries. Our
scientists and professors from the agricultural faculties have participated, and
are currently participating with research papers in almost all major
international meetings. Serbia has a wide network of scientific institutions
dealing with scientific issues in the field of agriculture and food technologies.
The weak side in the system of scientific institutions in this field in Serbia is
the uneven regional distribution of the institutions themselves, which is
automatically reflected in negative way to the development of certain regions.
In Serbia there are the following scientific, educational and extension service
institutions that deal with problems in agriculture and villages from various
aspects (Sevarli¢, Tomi¢, 2008).
1. Seventeen agricultural institutes;
2. Five agricultural faculties;
3. Two higher schools of agricultural studies;
4. Thirty-four agricultural stations;
5. Sixty-four high schools in the field of agriculture, food production and
processing;
6. In addition to the aforementioned the other faculties and institutes deal
with the problems of the villages and agriculture - directly or indirectly,
depending on their scope of work.

Apart from the scientific and educational capacities, Serbia also has
significant labor and production capacities within the rural areas, owned by
631,552 agricultural entities, family households, cooperatives and
companies. At first glance, it could be noted that there is a wide network
of scientific and educational institutions in the field of biotechnic.
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However, their equipment, material status, personnel structure, scientific-
research orientation significantly lag behind the scientific institutions in
developed countries. Then, there is a lack of consent which research will be
dominant in independent institutions and which at the faculties, what leads to
the loss in rationality and efficiency. In the cultivating of important grown
plant species, where we achieved respectful world-wide results, over the past
ten years there has been a standstill in comparison with multinational
companies. One of the main reasons being that the breeder in our institutes is
simultaneously a scientist struggling to write a number of quality scientific
papers, in order to be able to advance professionally title, while the breeder
in multinational companies has only to create productive varieties and
hybrids. Certainly we must change something in the organization of our
scientific institutions in order to establish competitiveness and competence
with institutions and companies in developed countries (Sevarlié, Tomic,
2008).

Significant problems in scientific institutions

For almost two decades there have been some negative tendencies related to
science and profession in the field of agriculture and food technology.
Problems are constantly growing, without adequate solutions. There is an
irresponsible relation of the social community towards the science and
profession, as well as the social ignorance of intellectual capital. There are also
disadvantages in the science itself, presence of nepotism, hierarchy, ignorance
of strict criteria during the selection of young scientists, family relations (from
father to son or daughter), which have led to negative selection of personnel
and creation of scientific mediocrity. There is not enough planning in young
scientists training (at home or abroad), what affects the decrease in
competence and competitiveness for the successful implementation of large
international projects.

The fact is that we do not have large scientific teams (multidisciplinary) for
key projects, as well as to tasks related to development of revolutionary
scientific ideas, rural development and agriculture. Positive exceptions are too
rare. We are aware that in all areas of social and economic activity in Serbia
there have been come to significant changes during the past two decades.
Reconsidering the national agriculture it can be noted that large agro-food
combines have disappeared, primarily caused by wrongful privatizations. A
few people took over tens of thousands of hectares of land in their possession.
Our science and profession are practically moved away from the newly created
large systems in agriculture. There is a large number of working age
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population from rural areas, which is without employment. Especially are
endangered group of young people which is now trying to find employment
and happiness in big cities, but mostly outside the profession, while the older
generations in rural areas are left to themselves, fighting for a naked existence.
Further deterioration of the villages is continued, especially in the hilly and
mountainous regions of Serbia. Natural resources available to population are
transferred into the state of unutilized, while from day to day increases the
number of poor people.

There is a question what happened in past two decades with our science and
profession in the sphere of agriculture, as well as in what directions it is
going and what are the major problems. Unfortunately, it could be concluded
that there are no significant and positive developments in agricultural
science. Due to globalization and liberal economy, our institutes are still not
ready to face serious problems. Within the mentioned period neither the state
nor the management of the institutes and faculties did not do the necessary
reorganization and adaptation to newly created situations. As a negative
example could be seen the Center for Agricultural and Technological
Research from Zajecar, which was founded more than a hundred years ago.
It is now under the bankruptcy, and it should be the carier of rural
development, as well as development of agriculture and technological
innovations in nationaly important agrarian region (Zajecar-Knjazevac-
Negotin). A similar situation exists in the Fodder crops institute from
Krusevac. We want to restore the importance of livestock production for the
rural development, but those who need to realize that are practically sinking.
There is no better situation in the Center for Cereal Grains in Kragujevac.
Our biggest institutes from Novi Sad, Zemun Polje, Cacak and Smederevska
Palanka are also shaken. From year to year, multinational companies are
conquering our market with their seeds and technologies. There is a question,
whether we want to develop our science, profession, agriculture and rural
areas. Declaratively yes, but essentially society and employees in scientific
institutions do not invest enough strength to change the current situation for
the better.

We are boasting to much how raspberries are our strategic export product, and
what have we done for its improvement? Absolutely nothing. We do not have
research teams for creation of new varieties adaptable to our ecological
environment or new planting material, development of new production
technologies and new approaches within the field of protection from diseases
and pests, as well as for development of new technologies used in processing
of final products, etc. Now we are wondering that other countries (e.g. Poland)
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are covering our traditional export markets. We are aware that the institutes are
state-owned, as that the state must have an impact on their work and business.
There is a question whether the state should have the same influence in those
institutes that achieve over 90% of their incomes on the domestic and foreign
market (selling of seeds, planting material, growing technologies, services,
etc.). The answer is no. Such institutes should be more independent in making
key business decisions. Unfortunately, even in these institutes, the state
appoints a director according to party affiliation, without reconsideration
whether he can successfully create the scientific and business policy of certain
institute. The same situation is with boards of management in scientific
institutes. Members are usually elected according to their party affiliation and
not according to their abilities. Moreover, certain parties try to employ as many
of their members in prosperous institutes, also without reconsideration of their
scientific and professional abilities. In this way, there is no positive progress,
but the opposite, wrong personnel policy is favored. Scientific institutes and
faculties dealing with food technology have achieved significant results in
creation of number of technologies for new food products. However, they do
not have teams that will enable, together with the agricultural science and
profession, establishment of SMEs active in food processing in order to
achieve high-quality products for the domestic and international market.

Directions in the development of bio-technical sciences: Where and how
to proceed?

Globalization is all around us, in all kinds of human activities, and in
particular in science and professional creativity. In order to play a more
significant role in knowledge at the international level, we ought to change a
lot of things. Social concepts should be created well, in order to approach the
organized creation of new knowledge. No less important is organized and
permanent collection of available knowledge. Also important is that through
the education of young generations, we increase the ability of new
knowledge absorption. Then, through the improvement of the
communication infrastructure, especially in the rural areas, it should be
enabled an effective approach to knowledge and its transfer and exchange.
Realization of all the above, requests the finding of optimal organizational
models of acquired knowledge application. Now is the time when agriculture
and food production (food technologies) are looking for the best-quality staff,
state-of-the-art equipment, cutting-edge technology and high standards,
which cannot be achieved without highly developed agricultural science and
technology that must be on a global level and based on a developed
education system at all levels from the elementary school to the university, as

163



one of the most efficient forms of transfer of knowledge to farmers. In order
to achieve this, it is necessary: to develop programs that will ensure
sustainable production and management of biological resources from arable
land, forest and aquatic ecosystems, as well as to enable sustainable,
competitive and multifunctional agriculture, forestry, aquaculture and rural
development, throughout the convergent technologies; to improve the food,
beverages and fodder quality and safety through new technologies; to
develop the overall concept of the food chain. Besides, researches in the field
of biotechnology should provide: sufficient quantities of health-safe,
functional, novel and specific food; provide human and animal health; and
improve the environment (MNTRS, 2000; NSNTR, 2008).

Most transition countries have harmonized and bring into the competent and
competitive position their scientific institution in line with adequate scientific
structures present in developed countries (especially with the EU). This must
be done as soon as possible, in order to stop the collapse of our science.
Preservation of core quality in national the most famous institutes in observed
field of science (institutes from Novi Sad, Zemun Polje, Smederevska Palanka,
Cagak), requires quick establishment of legal framework that will enable
privatization of their parts engaged in process of breeding, seed and planting
material production, with possibility that state still became a co-owner (with
share of about 30%). The main goal of changing the ownership structure is
recognized in increase of competitiveness, profitability and stability at national
and international market. Staff from mentioned institutes engaged in basic
research, as well as from other independent institutes, has to be formed several
national institutes of special social interest. It is important to establish
following national institutes: for crop and vegetable production, for soil, for
plant protection, for animal husbandry, for veterinary medicine, for water
management, for ecosystems, for food technologies, for forestry and for plant
and animal genetic resources. Also, it has to be established a national complex
institute for the study of villages, that should be a reference institute, a "specific
laboratory" for the development of Serbian villages and agriculture, which
would deal with systematic and long-term research, primarily from the
economic and social aspects. Briefly, it would conduct the analysis, make a
diagnosis and recommendations, and lead monitoring in mentioned, very
important sphere of life and work.

There is also an alternative which does not include forming of national
institutes, but involvement of scientists from independent institutes into the
work of universities. In this way could be achieved high rate of rationality.
Also, it initiates better conditions for education, as increase of stability,
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competitiveness and profitability on national and international market. The
programs of scientific research in future national institutes should be in line to
the programs used in developed countries, but primarily in function of
development of Serbia. Besides, by law should be defined the sources of their
permanent financing. So, generally selection of scientific programs within the
field of agrarian and technological sciences must be in function of
development of national economy.
Advantage should be given to research that will guarantee:
e Sustainable production and management of biological and animal
resources, as well as available water systems;
e Production of healthy, safe, functional, nutritive, specific and newly
developed food;
e Student’s education and creation of larger scientific teams that will be
used in certain scientific branches and disciplines.

As main priorities within the researches in the field of agriculture and
food technology should be marked:

¢ Sustainable use of land, increase in fertility, remediation and protection
of soil;

e Economical use of water resources in the function of agricultural
production increase and stabilization and ecosystems protection
(irrigation), (MNTRS, 2000; NSNTR, 2008);

e Evaluation and utilization of grown and wild genetic resources
throughout the conventional and new bio-technological methods related
to breeding, in line with goal of obtaining the more productive varieties
(hybrids) and breeds, that will serve as a basis for food production,
especially functional, special and newly established food products;

e Implementation and development of new biotechnologies in order to
enable sustainable management in intensive and organic agricultural
production by the use of available biological resources;

e Development of new technologies and production lines in food industry,
as well as improvement of technologies based on traditional products;

e Research and development of the new enzymes and microorganisms use
in bioprocesses, and production of new products and biomass (Kastori,
2006; Segan, 1982).

By implementing mentioned programs, a large number of final food and
industrial products for the domestic, regional and global market will be
provided, and Serbia will be developed into the recognizable producer of final
food products within the Europe. For the realization of the previously
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mentioned projects, a young, high quality and competent generation of
researchers should be needed. Therefore, it is necessary to create a detailed
plan for the education and training of young scientists in the most famous
worldwide scientific centers. At the same time, with establishment of plan of
young scientists training, it has to be made a plan for establishment of
necessary conditions in order to conduct the scientific activities on national
level after finishing of international specializations (contemporary equipped
laboratories, procedures of promotion, adequate support, etc.), (Sevarli¢,
Tomic¢, 2008).

Agricultural extension services and their importance in the development of
village and agriculture

Sometimes there are ambiguities in the relationship between science and
profession. Scientific achievements in the field of agricultural and
technological sciences by the time become a part of profession, in other
words, professional achievements, when their contribution to the
development of society or social well-being has got a great importance.
Today, this relationship is very dynamic and without involvement in modern
scientific flows it is impossible to use scientific achievements in
establishment and development of technical-technological capacities, as well
as for general social development of the modern country, especially village
as basic cell in rural development (Kastori, 2006). If farmer wants to produce
more and to obtain products of better quality, it is necessary to have the
requested knowledge. Modern commodity production requires professional
education of farmers, in order to be able to adopt new knowledge, new
technology and technique, and for this the best support could be get from
scientific and professional workers from science, as well as employees from
agricultural extension service in charged for transfer of knowledge to direct
producers (Miloji¢, 1987). Permanent education is the necessity of the
present time, and even more of tomorrow. It should work scientifically and
professionally on this issue, as well as in solving of several organizational-
technical topics, in order to make the knowledge available to every producer
in any village in Serbia. While there were large agro-food combines, they
had their own development departments and qualified professional staff.
Their disintegration and bad privatization have led to weakening or
disappearing of development departments.

Before 8-10 years, the Ministry of Agriculture, Forestry and Water
Management of Republic of Serbia were linked agro-institutes, agro-services
and agro-stations into the one entity agricultural extension services, which
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main mission is to make a transfer of knowledge to direct producers. There
are 22 extension services in the central part of Serbia, and 13 in Vojvodina.
Currently is working on their integration into the one, unique system at
national level. They have a responsible social function in the development of
villages and agriculture, what they do according to their possibilities. Within
the majority of agricultural extension service units, there is a lack of quality
professional staff which should be a carrier of improvement of agriculture
and rural areas. Also, there is no adequate system of permanent training of
experts involved in their work.

During the last few years, it came to weakening of links between the
extension service and group of scientific entities as are faculties of
agriculture and technology, or independent scientific institutes. There is no
synchronized process of education and knowledge transfer. It should be
organized a modern system that will produce the qualified personnel and
adequate knowledge that will be transferred to each producer. The material
position of agricultural extension service is not at the required level, what
inhibits the faster transfer of knowledge. Certain number of extension
services does not have adequate infrastructure, laboratories, equipment, or
other necessary technical assets for normal functioning.

In order to develop good level of competitiveness and competence within the
mentioned field of activity, it is necessary to regulate the opening of private
agricultural extension services. Of course, legislation must be at a high level
in terms of the requirements for the opening and functioning of mentioned
institutions. Analyzing the educational and professional institutions from the
field of agriculture and food technology, it can be concluded that in previous
period there has been no sufficient attention focused to the forecasting and
reporting services at the national level, which are extremely important during
the vegetation period. The concept of organization of mentioned services
should be designed in this way that they have been located at universities, but
linked in one synchronized system at national level (Sevarli¢, Tomi¢, 2008).

Socio-economic approach
Challenges for agro-economists and rural sociologists
Poverty is parameter of agro-economics ignorance

Theodore Schultz, winner of Nobel Prize for economy in
1979
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Agroeconomists and rural sociologists are intensively engaged in the studies of
the issues related to rural, agricultural and technological development, as at
global, as well as at regional, national and local level. Agroeconomic
researches have been very developed in the universities and institutes of
Western Europe, testified by many diverse literary sources (Keyzer, 2005;
Poppe, 2007; Petit, 1989; IEP, 2009; PFNS, 2014; EFNS, 2015; EPBGD,
2009; PFBGD, 2013; AGNS, 2015). There are also significant activities of the
European and World Association of Agrarian Economists within which our
colleagues are strongly involved (Tomié, Sevarli¢, 2007; Tomi¢, 2008).

Agrarian economists and rural sociologists of Serbia show remarkable results
in their research. They are trying to keep up with the colleagues from
developed countries. Many of them were made additional specialization in
these countries. The Serbian agroeconomic science and profession are
located in four centers: Faculty of Economics in Subotica, Agricultural
faculty in Novi Sad, Faculty of Agriculture in Zemun and Institute of
Agricultural Economics in Belgrade. The associates of these institutions for
decades have been actively involved in the projects of the Ministry of
Education, science and technological development of the Republic of Serbia,
the Ministry of Agriculture, forestry, water management and environmental
protection. Also, they have successful cooperation on international projects
too. During the last several decades, over the 700 projects have been
successfully implemented. About 4,000 students from the sphere of agro
economy have been graduated at faculties in the last five decades. About 350
of them finished the master program, while around 250 defended the PhD
thesis (PFNS, 2014; EFNS, 2015; PFBGD, 2013).

In upcoming period there are many challenges in front the Serbian
agroeconomists. We will mark some of them, such are (Poppe, 2007; Skoric,
Tomi¢, 2015):

Globalization of economy - it is a worldwide and unstoppable process that has
affected all economies in developed, less developed and transition countries.
Multinational companies, with highly concentrated capital are increasingly
presented in almost all countries, seeking for new resources and market areas,
and leading by the logic of capital and profit. For the sake of truth, it should be
said that mentioned companies are bringing new standards, high technology,
labor ethic, etc. They are more and more present in the agro-business sector,
within the all phases, as well as in the input industry, primary agriculture, food-
processing industry and retail chains. They are serious competition to national
companies, family and commercial farms, as well as to agricultural
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cooperatives and family enterprises. All of previously mentioned entities
should also strengthen their competitive position, among all, by choosing of
traditional, specific and diverse production programs, highly adapted to
available natural conditions, producers tradition and consumers preferences.
Their production program should differ from program of multinational
companies.

Food trade liberalization - besides the opponents to the national market
opening for food import, our food trade is being liberalized. Our food
products are increasingly exported to the international market, but on the
other side, import of food is also growing. This can be a powerful stimulus to
domestic food producers and authorized institutions to permanently work on
increase and sustainability of national agriculture competitive advantages,
related to dynamic and turbulent European and worldwide economy. Special
attention is directed to the emerging economies, the so-called BRICS
countries (Brazil, Russia, India, China and South Africa), which are not only
big consumers, but also a large food producers at the global level. This fact
will be very important to Serbia, after it’s joining to the World Trade
Organization, what is expected so soon.

Spreading of IT sector — during the history of the development of human
society, many empires and religions have tried to conquer the world. By the
fortune, these attempts were unsuccessful. However, in last several decades
information technology has succeeded in this. Information could be
transferred from one to the other end of the Planet in really short time period.
Saying, that who owns the information rule the world is usually confirmed.
By information could be also considered production inputs and outputs, as
they have important role in planning and managing of production, processing
activities, trade, e-business, logistic, as well in sector of services, science and
education.

Development and use of biotechnology - Over the last two decades,
significant financial assets of multinational companies have been invested in
the development of biotechnology. Now, it comes the time when they want
to encash these investments. Therefore, use of results of bio-technological
researches has been widely spread in practice, primarily in the developed
overseas countries, as well as in the countries in economic expansion. We
have an opinion that Serbian agroeconomists should be more actively
involved in these researches, as in reconsideration of their positive and
negative effects. Positive effects have to be strongly encouraged and
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supported, while negative ones should be neutralized and eliminated in
accordance with current possibilities.

Climate change - without deeply conducted research, it is visible that the
Earth has been affected by the serious climate changes. Reasons for that are
numerous and primarily are lying in inadequate relation between man and
nature. During the last 100 years, man has tried to overmaster and even beat
the nature. This aggressive, conquering behavior of people, has led, besides
technological progress, to many negative effects. Before all, these are
appearance of a greenhouse effect, excessive warming, disturbances of
biodiversity and ecological balance, etc. The consequences are reflected in
frequent natural disasters at global and local levels, even in Serbia, as are
tsunamis, typhoons, catastrophic floods, etc.

Knowledge based economy - since 2010., the EU as the most competitive
worldwide economy has moved to a knowledge based economy, in order to
confront the increasing competitiveness of the overseas and BRICs countries.
Obviously, the agro-business has also moved to mentioned form of economy
if it wants to endure competition within the newly created business
environment. This implies stronger use of academic research, experimental
or traditional, practically in all stages of production. In addition, this has to be
followed by constant increase in competitiveness. This is an imperative of
the 21* century, especially in the context of globalized and liberalized trade
increase and development, or spread and application of new technologies in
food production (Vlahovi¢ et al., 2009).

At the knowledge level - knowledge is the key element of raising the
competitiveness. Serbia is a small country that with its human and natural
resources participates with only one promil in total sum of world resources.
According to that, the production quantity can not be its competitive
advantage at the world market. It has to be found in top quality products, or
their exclusivity, what requires top-level knowledge incorporated into the
product at all stages of production. Beside the knowledge in biotechnical
disciplines, it also required the top-level knowledge in marketing,
management, legislation, finance, etc. (Vlahovi¢ et al., 2009).

At the products level - if company, cooperative or farm has wide assortment
of products within the production program, management should select some
products (short down the current assortment) that will favor or stimulate in
order to reorient to foreign market. Competitiveness of selected products
should be supported (Vlahovi¢ et al., 2009).
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At the level of farm/company - if production program of economic entities
involved in food production is shortened, or based on few products oriented
to export, in order to survive at the market, level of competitiveness of
economic entities has to be permanently improved (Vlahovi¢ et al., 2009).

At the budget level - or level of more efficient and professional
administration. Previously mentioned levels of competitiveness are not
sufficient for a successful market appearance, if there is a lack of state,
national, or local budget support. These funds have stimulating role in the
development of agriculture, or maintaining of its competitive advantage, but
only in cooperation with other three levels of competitiveness.

Balanced regional and rural development - Global economy is characterized
by uneven regional development. Noted differences are deepening, mostly
between developed, developing and transition countries, as well as
underdeveloped countries. For example, there are extremely high
disproportions between the USA and Canada and African countries.
Likewise, the European continent is characterized by large differences in the
development level of the Scandinavian countries versus the Southeastern
Europe countries. Similar gap could be seen in Serbia too. There are large
disproportions between the development of Vojvodina, or the area of
Belgrade city, and south or southeast parts of Serbia. In same way, the
development of rural areas has been devastated, slowed down and represents
serious threat to the further economic and social development of Serbia. So
to the research of the issues related to rural areas and villages could be
devoted much more attention in upcoming period, primarily from the aspects
of production, ecology, technology, demography culture and sociology.

Development of cooperatives and associations - there is a constant need for
development of awareness according to self-organization of farmers based
on international cooperative values and principles, not only in agriculture,
but also in processing of agricultural products and development of non-
agricultural activities "around agriculture" in rural areas (home craft, rural
tourism, etc.). The conditions in which are Serbian village and agriculture,
especially the agricultural cooperatives, require urgent reform and greater
state support to cooperatives and cooperative unions. Stronger official
material support to cooperative form of organization is required, as well as
strengthening of their technical-technological and IT equipment. In
particular, financial support for attracting administrative personnel (primarily
highly professional and cooperatively oriented experts) in order to overcome
operational difficulties of existing and establishment of new cooperatives is
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also needed. Besides the lack of reliable business environment, inadequate
state relation towards the village, agriculture and cooperatives, examples of
good cooperative practice indicate that the human factor has key role in
cooperative development. For more successful development of cooperatives,
harmonized activity at all levels of public competence is needed (from local
to state), (Tomi¢, Komneni¢, 2016; Sevarli¢, Tomié, 2008; Skori¢, Tomi¢,
2015).

Development of input industry - inputs have important role in production of
quality, safety and cheap food. Their share in production costs is very high.
Input production in Serbia, currently is usually done in multinational
enterprises present at our market in next activities: seed and seedlings
production, production of equipment, machinery and tractors, pesticides and
other agro-chemicals, oil industry, fodder production, etc. So, there is a
question, does Serbia need to develop mention lines of productions, or it has
throughout joint-venture arrangements, direct foreign investments, or some
other forms of business activities to make a links with multinational
companies that operates in Serbia.

Use of renewable energy sources - besides food and raw material limitations
contemporary world in its development is also facing the energy limitations.
Some estimation is that in next 200 years all non-renewable resources would
be spent. Because of that, developed countries are more and more turned to
use of renewable energy sources, such are water, wind, sun, byproducts from
agriculture (biomass), geothermal energy, etc. In Serbia that resources are not
in use, or they are under the limited use. Costs of energy have high share
within the full production price of agricultural-food products. Securing the
competitiveness under the conditions of food trade liberalization requires
greater use of mentioned energy sources. Besides, Serbia has around 400
thermal water sources, but just 40 of them, or 10% are in use. Mentioned
wellheads are suitable for the development of spa tourism, greenhouse
production of vegetable and flowers, etc. (Skori¢, 2014).

Development of food processing industry - primary agricultural products have
large share in the export of agriculture, what at the end can not be a marked
positively. Our orientation should be directed to development of higher phases
of processing, or finalization of agricultural products. That has multiple
benefits. At first place, it will be opened a possibility for development of
family business and SMEs that will be involved in processing of basic primary
agricultural products. Secondly, employment in rural areas is increasing.
Thirdly, in this phase of production is creating the value added. Then, by
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production and export of final products available resources in this field of
economy are better valorized. Establishment and development of processing
capacities is possible in processing of cereals and mill products, as well as in
processing of industrial plants, meat, milk, fruit, vegetable, medicinal, aromatic
and spice plants. Food production, at all levels, requires educated labor,
excellent equipment and technology, implemented standards as are Global
GAP, HACCP, Halal, Kosher, ISO, etc. That’s a necessity of a time we are
living in. Our comparative advantage at open food market could not be a
quantity, but a top quality of produced products. Criteria for directing the
production has to be research of market and consumers behavior. His majesty
consumer is recognized as a master in market economy, so because of that
during the selection of production program, signals from the market should be
carefully followed (Skorié, 2014; Skori¢, Tomié, 2015).

Activity at capital, labor, goods and land market, or mobility of production
factors in open market economy. These issues are deeply reconsidered in the
agro economics literature of developed countries. Their mobility is very
dynamic, significantly affecting the food production development. Capital is
moving to more profitable sectors of production. In transition and less
developed countries, as well as in Serbia, mentioned issues are in initial
phase, and mobility of these production factors is too low. So, this
problematic should be more present in research of agroeconomists at national
and regional level.

Special attention should be given to the researches related to the process
of EU integration. Reform of Common Agricultural Policy of EU (2003-
2007-2013-2020) has to be in the focus of research of our
agroeconomists. CAP reform is a moving target that has to be
permanently reconsidered during the creation of national agrarian policies
during the process of Serbian accession to the European Union.

Reform of the system of education, rapid development of science and
technology is necessity in upcoming period. Human capital becomes key
resource in rural and agricultural development, as well as in development of
entire economy. It creates value added in association with physical and
financial capital. Value added has to be important business motive within the
ago-business sector. Its permanent increase satisfied interests of share
holders, employees, business partners, buyers, suppliers, banks, state, etc
(Tomi¢, Komneni¢, 2016).
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Relation to sustainable use of available natural resources, energetic
efficiency and implementation of quality and ecological standards have to be
constantly in the focus of the research of our agroeconomists.

Besides good results gained in previous period, in close future is still
required for our agro-economists and rural sociologists to publish their
papers in globally recognized and prestige scientific journals present in
referent lists - SCI (Scientific Citation Index). That would increase their
scientific competency during the competition for national and international
projects, as well as to affirmate our agro complex and agroeconomic ideas. In
same time, larger engagement of agro-economists is also important for the
realization of projects related to increase of agribusiness companies’
competitiveness, their promotions on international market, as for realization
of projects of multifunctional development of rural areas. According to this,
it’s necessary that our agroeconomists follow and use the new research
methods that are in line to the methodology of European and global
agroeconomic science.

In particular, it should be tended to critical attitude towards current
agroeconomic practice, then collegial dialogue, polemics and argumented
replica at scientific meetings according to certain issues. Especially it is
necessary to reaffirm the inviolability of review in national scientific and
professional publications, as well as to apply European standards for the
articles from the field of agro economy. For example, we are all striving for
the introduction of international standards in food production. From the other
side, international standards related to scientific publications consider
appearance of index of terms (subject register) and index of authors (name
register), what in our agroeconomic publications is still missing (Sevarlié,
Tomig, 2008).

New/old dilemma in theory and practice

The relationship between industry and agriculture has been actualized again
being throughout the reindustrialization of transition countries. With
mentioned dilemma was preoccupied the economists 150 years ago. Relation
between large and small estates is more than hundred years old dilemma.
Today, that is a relation between the large companies and SMEs. According to
this, the issue of optimization of production factors is always actual, currently
maybe more than ever. Interdependence of the state and market within the
development of agriculture, from the aspect of relation between urban and
rural areas is one more old/new dilemma. Could they exist one without
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another? Probably not. Therefore, significant attention should be given to the
sociological problems related to rural areas. Villages are devastated, aging
and without young. They are at the crossroads between the disappearance
and the survival.

Their disappearance would be catastrophic for the development and
existence of urban centers, considering the organic relation between the
village and the city. Briefly, start of third millennium is characterized with
strengthening of market economy at global level that is primarily based on
knowledge economy. That’s why agroeconomists and rural sociologists
have more and more important role in development of agro economy and
rural areas in Serbia.

Conclusions

Based on the evaluation of work of scientific, educational and professional
institutions from the field of bio-technology and socio-economic sciences
during the previous five-six decades in Serbia, following can be concluded:

e There has been a dynamic development of existing and foundation of
new institutes, faculties and agricultural extension services.

e Significant results in personnel education and solving of scientific,
tehnological and professional problems have been achieved.

e Globalization, embargo and economic crisis have had negative
influence on a science and profession, as well as on achieved results
in the past two decades.

e It is necessary to carry out the reorganization and rationalization of
scientific institutions in Serbia.

e [t is necessary to be more focused on the eduction of young scientists
in order to be able to carry out and realize internationally important
projects.

e The state must increase the financial support for the scienece in order
to cretae preconditions for faster development of science and
profession, and on that way faster development of complete
Republic.

e In previous period, state and society did not give the necessary
attention to the survival and the development of the village in Serbia.
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The beginning of the third millennium is characterized by the strenghtening
of market economy institutions which are based on a knowledge-based
society and economy, what has to be a challenge for our researchers from
socio-economic sciences, particulary agroeconomists and rural sociologists.

Proposed measures for faster development of science and profession in
agriculture and rural areas

It is not possible to observe the future directions of agricultural and rural
development separately, as they are a part of general social development. The
need for sustainable development is increasingly emphasized in all spheres of
science, profession and production, what implies lower and more rational
consumption of natural resources, as well as their preservation for future
generations.

It has to be done the reorganization and rationalization of the institutes and
faculties network in the field of bio-technology, which will ensure the faster
and more balanced regional development of country. It considers creation of
competent national institutes and faculties, as well as the privatization of some
parts of the existing institutes and faculties in line to the standard in developed
worldwide countries.

State and society should provide significantly higher financing of science
comparing the previous period (0,3% of GDP). The goal is to increase budget
for science in the next five years to around 1% of GDP, then to 2% of GDP in
the next ten years, and around 3% of GDP in next fifteen years. In this way
adequate conditions will be created for science in order to take a leading role in
country's medium-term development.

By well created plan and program, in the next seven to ten years, should be
ensured education of a new young generation of scientists in Serbia, who will
be highly competent to realize the priority projects, or to be engaged in
important international projects.

At the same, it has to be worked on establishment of domestic scientific
infrastructure (laboratories and modern equipment, etc.) in order to provide
equal working conditions to new generation of young researchers as they are
in developed countries.
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It has to be made a responsible selection of medium and long-term projects
from the field of bio-technical and socio-economic sciences which will be in
the function of faster development of agriculture and villages of the Republic
of Serbia. On that way it will be created the conditions for the production of
healthy, safe, functional, nutritious and specific food for domestic market and
export.

Create the conditions (material, human resources and organizational) in order
do improve the work of agricultural extension services and forecast-reporting
services regarding the rural and agriculutural developmnet. Make short-term,
mid-term and long-term programs for the revitalization of villages, especially
in the hilly and mountanious regions.

Besides the existing Institute of Agricultural Economics, the National Institute
for rural research should be also founded. These should be referennce
institutions “laboratories” for rural and agricultural development, which would
deal with research systematically and on long-term basis, primarily from a
socio-economic aspect. In short, they would deal with: analysis, diagnosis,
solutions proposing and monitoring in mentioned, very important field of
social life and work.
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HUMAN RESOURCES MANAGEMENT IN THE BUSINESS
SYSTEM FOR THE PRODUCTION, PROCESSING AND
TURNOVER OF AGRICULTURAL PRODUCTS

Dragié Zivkovié', Miroslav Nedeljkovié’

Abstract

Employees with their talents, knowledge, skills, motivations, creativity
and development potentials are the key and most important resource of
any company that creates its competitive edge in a global business
environment in which technology and information are generally
available. Employees are the most powerful and the most expensive
resource, so managing them must be long-term and strategically thought-
out. They should be managed in a wise, rational and humane way,
including all the steps, i.e., human resources processes (planning,
demand, recruitment, selection, socialization, career guidance programs,
payroll and reward systems, employment relations and collective
bargaining, trade union organization of employees, their health, safety,
welfare, criminal and appeal procedure as well as directions for the
improvement of human resources management. It determines whether and
to what extent the theoretical knowledge and the practical application of
this phenomenon coincide.

Keywords: human resources, planning, recruitment and selection,
payroll system

Introduction

In a modern business environment, where information technologies are
widespread and accessible to everyone, organizations can develop their
competitive advantage only on one single resource — people. Employees
of one company are most often the most expensive organizational
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resource, because business of the company to a large extent depends on
their knowledge, skills and abilities.

In this regard, companies today are increasingly aware of the role that
human resources management plays in business. Organizations seek,
through strategic human resources planning, to anticipate future
requirements in terms of knowledge, skills and attitudes of employees,
which are built in relation to changes in the environment and business
strategy. This provides the conditions for achieving the organization's
priority goals.

Economic success primarily relies on the knowledge, competencies and
personal characteristics that direct people towards their own and social
well-being. Modern trends in the development of the countries of the
market economy put human resources development at the top of the
priorities of national strategies and policies of economic, social and
technological progress. The process of transition, which has affected our
country, requires a radical change in relation to human resources and the
way they are used.

Hence, human resources management has therefore evolved as a scientific
area derived from industrial change and economic development, in
response to dramatic changes in society, which require the treatment of
human factors as the most important factor in the functioning of one
enterprise. This approach occurred in the eighties of the last century,
before that it was mostly regarded as personal management. The
transition to the new name has changed the focus of thinking from
controlling labor costs to understanding the personality of employees and
their abilities as the most important potential of an organization. Today it
1s impossible to be successful within any profession, without continuous
professional development, which comes down to the principle of lifelong
learning.

In this paper we will elaborate in more detail the concept of human
resources management and its significance for the business success of the
enterprise. Also, the organizational structure and the analyzed business of
Biofoodex d.0.0., in the town of Stulac near Vrnjacka Banja will be
presented. The analysis will be done from the aspect of human resources
management and the possibilities of improving this area in order to
improve business performance. The enterprise will therefore be analyzed
in terms of human resource planning, recruitment and selection methods,
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existing training and training of employees, their development, evaluation
of the quality of their work, monitoring of individual work results and
payment systems, legal framework of employment relations and safety
and protection at work, the form of penalties and appeal procedures, as
well as the retention of staff and the abandonment of the organization. Of
course, the analysis is accompanied by a proposal for changes and
improvement of human resources business.

The topic and the aim of the research

The topic of the research is focused on the directions of the development
of human resources management in a small enterprise that is basically
engaged in the processing of agricultural products. The significance and
actuality of research in this field lies precisely in the fact that it is at the
center of complex organizational systems, as well as in the fact that the
influence of the human factor on business and business success is
growing.

The aim of the paper is to indicate, through the modern approach to
human resources management, the necessity of applying more modern
methods for attracting, nurturing, and in particular, retaining key
resources in order to increase productivity, profitability and
competitiveness of the enterprise.

Methods and data sources

In the collection of data for this paper, the following were used: analysis
of the content of the document (both primary and secondary materials -
already carried out researches) and a questionnaire consisting of 33
questions, conducted among 33 employees. The method of performing
attitudes and realizations was also used. Access to research is integrative
and synoptic. No methodological procedure is given the exclusive
advantage, but all are equally represented.

The data used in this paper are secondary, collected from relevant
professional literature, publications, professional journals, official website
of the observed enterprise, as well as data obtained through field research
through company documentation (policies, texts, schemes and employee
surveys).
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Scope of work, mission, vision and enterprise policy

The main activity of the enterprise is: turnover, washing, cleaning,
extracting seeds, pureeing and pasteurization of fruits: apricot, plum,
raspberry, strawberry, pear, apples, cherries, rose hip, red dogberry,
aronia, blueberries, blackberries and peaches.

The basic production program consists of the following products:

1. Homemade jam from: apricot, blackberry, raspberry, strawberry,
plum, rose hip, red dogberry, cherry, aronia; strawberry jam, cherry
jam, raspberry jam and plums with black chocolate jam, as well as
homemade plum jam with cinnamon.

2. Homemade marmalade from: rose hip and red dogberry.
3. Homemade mixed jams from: apples, pears, carrots and peaches.

4. Homemade syrup from: aronia, blueberries, raspberries and
cherries.

5. Homemade sweet jam from: plums, cherries, blueberries, forest
strawberries, as well as quince with walnuts.

I TS ’

6. Homemade “ajvar”, “pindur’ and “ljutenica”.
7. Pasteurized: cornices, tomatoes, peppers fillets, homemade beet.

8. Other: tomato puree, homemade salad, homemade tomato juice,
homemade cherry compote.

The raw materials are delivered to the facility by the vehicles of the
supplier, and the preparation of the product is done in a separate
production part of the shop, on the equipment that is distributed according
to the technological process, which includes cleaning, baking, peeling and
cooking. At the very end of the working cycle, the process of packaging
and preparation for storing products is carried out until the moment of
commercial sale.

The mission and vision of the company, as well as the business policy of
the enterprise, have the following appearance: (7able I)

184



Table 1. Mission, Vision and Business Policy of Enterprises

Mission of the enterprise

BIOFOODEX d.o0.0 Stulac is a company for the processing and preservation of forest and conventional
fruits and vegetables. We exist since 1996 and behind us is a long-standing experience in the processing of
forest fruits, as well as conventional fruits and vegetables, so we consider ourselves to be the leader in
Serbia.

The management and all employees in the enterprise are committed to meeting the demands and
expectations of their customers, providing high-quality and health-safe products and reducing the impact
on the environment.

The vision of the enterprise

The long-term definition and the primary task of the enterprise is the production of quality and healthy

products that are harmonized with the world standards and regulations, then the creation of optimal

hygienic-sanitary and technical-technological working conditions with the use of modern and clean
technologies, using high-quality and safe raw materials, as well as acquiring new and improving existing
knowledge, experience and skills, and raising work discipline and responsibility to a high level.

The policy of the enterprise

Satisfy the requirements and expectations of the users and gain their trust.

Apply an efficient food safety system.

Apply an efficient and effective quality management system.

Protect the user's health by continuously improving product safety at all stages of receiving raw

materials and starting materials until storage and dispatch of finished products.

. Maintain the maximum hygiene of the place, as well as all facilities, at the highest level to prevent
the possibility of food contamination.

. Continuously maintain and improve GMP and GHP principles.

e By the more efficient use of resources and hazardous substances, improve the state of the
environment by preventing their pollution.

e To constantly identify and re-examine the needs and requirements of users and create conditions
for developing and improving technical equipment and continuous improving of the quality of
products.

. To be fully compliant with all applicable world standards, laws and regulations.

. Increase the efficiency and effectiveness of the business system through continuous training of
management and employees.

e Develop partnerships with subcontractors and suppliers.

. Continually increase company profits by continuously reducing costs and increasing efficiency.

Source: Adapted from internal corporate documents

Importance, goals, processes, patterns of planning and human
resource demand

The concept of human resources refers to the totality of human resources
in the organization, consisting of knowledge, capabilities, skills,
creativity, motivation and work energy needed for achieving of
organizational goals. It is the total intellectual, psychic, physical and
social energy that can be developed in the pursuit of social goals
(Bogicevic, 2004: 3).

The unique attitude of all authors is that human resource management is a
scientific discipline and one of the most important business and
management functions in the organization. Only man can shape a vision,
design a strategy, have ideas, make creations, think of new products, and
the like.
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Human Resource Planning is a process that anticipates human resource
needs based on anticipated changes in the internal and external
environment, i.e. optimization of the use of available skills and
knowledge, improves the process of business planning and reduces costs
through forecasting and matching of supply and demand for human
resources and anticipates and analyzes the effect of alternative human
resource management policies.

The human resource planning process consists of the following phases:
e Environment Analysis,

Predicting Needs for Human Resources,

Predicting the ability to provide human resources,

Making plans,

Establish feedback (Loncarevi¢, 2006: 185).

In the observed enterprise anticipation of needs for staff is done for a
shorter period of time and there is no standardized procedure applied on
that occasion. As each year the number of workers in the higher sectors
increases, however, the number of hired people has been oscillating
according to the years. The job descriptions of all employees in the
enterprise are provided through the Ordinance on job placement
systematization, i.e. by defining the type of job positions and the number
of executors, the conditions required for work at all working locations,
and descriptions of jobs and work tasks at these jobs. The status is shown
in the following Table 2.

Table 2. Personnel structure in the enterprise

WORK PLACE LEVEL OF QUALIFICATION NUMBER OF EXECUTORS
Director Vil 1
Technologist Vland VII 2
Administrative employee IV and VII 5
Storekeeper 1IV-VI 3

Assistant worker in processing
fruits and vegetables
Worker in processing fruits and
vegetables
Assistant worker in processing
peppers

Source: Adapted from internal corporate documents

I-1v

—_—
—_—

I-1v 11

II-I1T 2

Prediction of human resource demand should be answered to the question
of how many employees, of which professions and which qualifications
will be required by the enterprise in the planned period to achieve the
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planned goals. For this purpose, subjective (qualitative) or objective
(quantitative) mathematical methods are used.

In the observed period of the above mentioned objective methods of
predicting human resource demand, statistical methods are used as the
most reliable.

Recruitment, selection and socialization of new employees

Human Resource Recruitment is an activity that naturally continues on
planning of human resources and which represents the process of
identifying, attracting and securing of qualified candidates in such a
number that enables an enterprise to choose between the most suitable for
filling vacant positions.

The company has more opportunities to fill vacant positions:
¢ by organizing jobs,
e using overtime,

job mechanization,

introducing a flexible workplace,

by introducing part-time jobs,

transferring the parts of job and,

cooperation (Zivkovi¢, 2012: 29-30)

Recruitment includes analysis and job descriptions, then determining
which candidate is required and writing specifications. The process must
be in line with the company's business policy.

Potential candidates for filling vacancies can be recruited both from the
organization itself, from internal sources as well as from the external
labor market, i.e. external sources, which again have their advantages and
disadvantages.

This enterprise recruits from internal and external sources: by rotating
employees between jobs that have temporary character and by promoting
employees to hierarchically higher positions in accordance with years of
work in the enterprise and acquired work experience.

During the season, the enterprise hires 30-50 employees through a
temporary-time contract. They are engaging permanent experts in the
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field of application, implementation and verification of food safety
management system, defining the powers and responsibilities of the
agreement or signed contract.

Enterprise policy is such that it stands for the employment of people from
this area, in order to reduce unemployment at the level of the entire
municipality. Advertising on vacancies is also done online.

The recruitment process is continuing directly to the recruitment process
of human resources, which is one of the most important activities of
human resources management. The main goal of the selection is,
therefore, to forecast the future performance of the candidate and to
minimize the mistakes in deciding on the selection of candidates for
employment. In this regard, a major role in the selection of candidates and
have direct managers in jobs for which candidates are elected, but very
often and employees who will work with the selected candidates.

The selection process consists of: initial exams, completing the
application form, testing, interviewing candidates, preliminary job offers,
checking biographical data, medical and physical examination and job
offerings. A true biography or CV is the first instrument used in the
selection process, based on the assumption that past behavior is a good
precondition for future behavior.

In order to prevent the inadequacy of the selection process and the
consequences of such a situation, it is necessary to have two basic criteria
fulfilled: reliability which implies the degree to which the defect and
justification is obtained, which implies the existence of an adequate
relationship between the relevant criterion and the manner in which a
choice is made.

In this enterprise specific characteristics, closely related to a particular
work place, are not particularly emphasized, since only the enterprise
provides the necessary practical training and also the theoretical reference
to its business.

Significant selection methods are tests and types of tests. Tests are
measuring instruments by which people are compared on the basis of the
particular characteristic that is the subject of measurement. They are
standardized in terms of content, scoring and administration, which
provides a basis for determining candidate data (Bogicevi¢, 2004: 129).
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Without the intention of describing the content of certain types of tests we
will mention that this enterprise applies conventional methods of selecting
candidates. Testing is essentially reduced to tests when obtaining certain
certificates, training and introduction of standards in the company, and for
higher positions, knowledge tests, and personality tests have been
recorded, and for test related to work trial period is used.

Interview is the most complete and broadest selection method which
supplements unclear information from other sources but also examines
the way people communicate, then their friendliness, openness, general
appearance and attitude. The aim of the interview as a selection
instrument is to predict the business impact of the candidate on the basis
of his or her oral answers to the questions asked (Dessler, 2007: 122).

The observed enterprise uses unstructured interviews that have a lack of
information due to a large amount of information, which puts the
candidate in an awkward position by asking inappropriate and unpleasant
questions. The interviews are mostly individual, and according to the type
of questions they are situational.

Continued increase in the volume of work imposes the need for a greater
level of structuring of interviews in order to ensure fairness and the
choice of suitable candidates, especially for positions requiring higher
levels of schooling and related knowledge.

After the selection of the candidates and their acceptance of the job offer,
new employees need to be introduced to the job, acquainted with the
organization, working conditions, rules of behaviour, associates,
organizational culture as well as their rights, obligations and responsibilities
in accordance with the employment contract. This initial period represents
the most critical stage in which a permanent stamp is placed on the behavior
of employees, their attitudes and attitude toward work. This is actually a
process of socialization whose purpose is to help new workers to get
acquainted with their working environment and bring their behaviors to an
acceptable level as soon as possible.

Earnings and reward systems, employment relations, collective
bargaining and trade union organization

Earnings consist of: basic earnings, earnings for work performance and
increased earnings. The basic earnings are expressed in the gross nominal
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value of the work contract for full time and standard work performance
based on the degree of professional qualifications, the complexity of the
job, the responsibilities in the work and the conditions in which the job is
performed at the workplace.

In addition to the aforementioned, the employee may also be paid for
solidarity, jubilee reward, loan approval in case of longer and more severe
illness of an employee or a member of his family, purchase of food for
winter and heating, as well as assistance in the case of destruction or
damage of property, natural disasters and other events.

Rewarding and stimulating of managers is based on a set of different cash
and non-cash prizes for their work or contribution to achieving company
goals. Compensation can be tangible and intangible, although after
retirement, some managers can generate income from their enterprises on
the basis of consultancy or counseling services.

No Union of employees in the enterprise exists nor is a collective
agreement defined. It is not noticed that this enterprise recognizes the
importance of gathering employees in the trade union and collecting
wider solidarity as well as satisfaction with the way in which employees
are treated in the enterprise.

An examination of the motivation of the employees to improve the success of the
business was carried out within the scope of the observed enterprise. (7able 3)

Table 3. Characteristics of samples (distribution of respondents in
relation to gender, age, work experience and qualification)

Frequency Percentage (%)
Gender Male 11 33,33
Female 22 66,67
Under the age of 20 2 6,06
21-30 4 12,12
Age structure 31-40 9 27,27
41-50 12 36,36
51-60 6 18,18
Less than 1 year 2 6,06
. 1-5 years 4 12,12
Work experience 5-15};ears 5 45.45
Over 15 Years 12 36,36
Primary school 2 6,06
Level of Secgndary school 23 69,69
qualification H1gh.er scbool 2 6,06
University 5 15,15
Master/doctoral degree 1 3,03

Source: Data obtained by surveying respondents
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When it comes to the social factors of the employees in the observed
enterprise, it can be said that they are at a fairly satisfactory level. (Table 4)

Table 4. Social factors of employees in the enterprise

Rating Frequency Percentage (%)
5 17 51,52
Good interpersonal 4 13 39,39
and business 3 3 4,09
relationships 5 0
1 0
5 15 45,45
Respect by 4 13 39,39
colleagues and the 3 5 15,15
collective 5 0 0
1 0 0
5 20 60,6
4 12 36,36
oot e s |
2 0
1 0
5 13 39,39
Colleagues care 4 17 >1,51
about an employee 3 2 6,06
as an individual 5 1 3.03
1 0 0

Source: Data obtained by surveying respondents

As regards good interpersonal relationships and business relationships,
51.52% of them rated this with 5, 39.39% with 4 and 9.09 with a grade 3.
With regard to respect by colleague and trust in colleagues, 45.45% of
employees has rated this category with 5, 39,39% with 4, and 15,15%
with 3.

To the question of whether the organization takes account of the
employees and the climate among people, 60.60% of them agree
completely, 36.36% rated it with 4, 3.03%, with 3, etc.

The relationship between employees and supervisors in the enterprise can
be seen on the basis of questions, ratings, frequencies and percentages (%)
in Table 5 and the possibility for the development of employees in the
enterprise is viewed on the basis of information in the following Table 6.
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Table 5. Relationships of employees with enterprises’ supervisor

Rating Frequency Percentage (%)
5 2 6,06
The supervisor encourages 4 20 60,6
creativity, a good working 3 8 24,24
environment 2 3 9,09
1 0 0
5 2 6,06
. . 4 19 57,57
The super(:l::gre ;:I(;l:)li:ges by his 3 9 2727
2 3 9,09
1 0 0
5 3 9,09
The supervisor accepts 4 19 57,57
suggestions in terms of 3 8 24,24
improving the quality of work 2 3 9,09
1 0 0

Source: Data obtained by surveying respondents

Table 6. Opportunities for employee’s development in the enterprise

Rating Frequency Percentage (%)
5 9 27,27
Making decisions 4 14 42,42
independently 3 > 15,15
2 3 9,09
1 2 6,06
5 2 6,06
4 12 36,36
Additional education 3 18 54,54
2 1 3,03
1 0 0
5 2 6,06
. . 4 3 9,09
Opportunity for lz)romotlcm at 3 19 57,57
wor 2 9 27,27
1 0 0

Source: Data obtained by surveying respondents

As the biggest motivators for work, employees included salary and
personal development, interpersonal relationships, contribution to the

enterprise, and the necessity of keeping the job. (Table 7)

Table 7. The employees biggest motivators for the work

Frequency Percentage (%)
Salary and personal 33 100
development
Job creativity 29 87,87
Interpersonal relationships 25 75,75
Contribution to the enterprise 15 45,45
Keeping the job 4 12,12

Source: Data obtained by surveying respondents
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The non-material factors that have the greatest impact on a well-done job
in the opinion of employees are: the ability to progress, creative work,
feedback on success, flexible working hours, participation in important
decisions, good management, job security and organizational climate.
(Table 8)

Table 8. Non-material factors that have the biggest influence on
motivation

Frequency Percentage (%)
Ability for progress 33 100
Creative work 33 100
Feedback on success 33 100
Flexible working hours 30 90,09
Pal‘tlapathl.l in important 30 90,09
decisions
Good management 29 87,87
Job security 28 84,84
Organizational climate 27 81,81

Source: Data obtained by surveying respondents

Health, safety, well-being of employees and criminal and appeals
procedures

The right to safety and safety at work is defined by the area regulated by
the Occupational Safety and Health Act, the Labor Law, the Law on
Social Insurance - Health, Pension and Disability. Only employees who
are healthy and safe at their workplace can be satisfied with their position
in the enterprise and are therefore successful in their work. During the
socialization with newcomers in the observed enterprise, during the first
month, training for safety at work is carried out. The enterprise provides
work to employees in secure conditions and enables them to work safely.
Employees are obliged to comply with safety and health regulations.

Appeal refers to a complaint formally presented to the management's
representative or to the union's official. Appeals are rare occurrences, as a
small number of workers question their superiors' decisions, and even
fewer of them will risk being labeled as those who are doing the trouble.

Rules related to forms of punishments are: The right to safety and safety
at work is defined by the area regulated by the Occupational Safety and
Health Act, the Labor Law, the Law on Social Insurance - Health,
Pension and Disability. Only employees who are healthy and safe at their
workplace can be satisfied with their position in the company and are
therefore successful in their work. During the socialization with
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newcomers in the observed company, during the first month, training for
safe work is carried out. The company provides work to employees in
safe conditions and enables them to work safely. Employees are obliged
to comply with safety and health and safety regulations.

Appeal refers to a complaint formally presented to the management's
representative or to the union's official. Appeals are rare occurrences, as a
small number of workers question their superiors' decisions, and even
fewer of them will risk being labeled as those who are doing the trouble.

Rules related to forms of punishment are: negligence, unreliability,
disobedience, interference in rights or threats to the rights of others, theft
and breach of security. When solving complaints and disciplines,
managers must be consistent. Penalties in the observed enterprise are
almost unavoidable, and so far they have not received a formal form, but
have fallen into the level of warning, mainly related to the use of
protective equipment and safety procedures at work. Appeals procedures
have also failed to realize their full realization, as it mainly implied
consideration of critical issues by interviewing the director and employee.

Abandoning an organization and keeping the staff in the enterprise

The main reasons why employees leave the job are:
e External factor (transferring a spouse to another job, illness, etc.),
e Functional turnover (all resignations due to poor productivity of
individuals or the inability to engage in organizational culture),
e Rejection factors (job dissatisfaction),

 Attracting factors (height of salary, progression potential)
(Zivkovi¢, 2012: 207).

The enterprise pays attention to employees with high performance and
offers a variety of incentives to keep employees such as: job security and
salary, favorable working conditions, various programs of training and
development, benefits, promotion, etc.

In the observed enterprise the dismissal of the job is defined by the Rules
of Procedure, and in the case of consensual termination of employment,
the employee terminates the employment relationship based on the
written agreement between the employee and the employer.
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The interest of this enterprise is the minimal fluctuation of people,
because the employees are satisfied with the management structure, they
have no overtime and their basic rights are not jeopardized, they are loyal
to the enterprise and have a high degree of mutual trust and quality
assurance, conflict situations are resolved quickly, there is a fair system of
rewards and sanctioning, and a high level of morale among employees is
also evident.

Changes in order to improve human resource management

Because of the size of the company in the observed enterprise there is no
separate sector of human resources. It is necessary to develop systematic
human resource planning for the longer period of time, as well as to
strengthen the role of experts, and not just training for performing the job.
Employees, especially young people, want to abandon the traditional
work model, secure job positions supported by permanent learning and
the creation of a learning organization system. Due to the need for
engagement of a large number of workers conditioned by the constant
increase in production volume, agency mediation is recommended, as
well as the start of Internet advertising.

Interviews that are being implemented need to be more structured, it is
necessary to introduce unconventional selection methods and to let this
job to a specialized employment agency.

It is noticed that during the transition period, the union's form of
association does not have the necessary strength to significantly improve
the representation of the rights and interests of employees.

In terms of earnings and material reimbursement, it is necessary to do
much, because it is one of the main motivational factors of all employees.
In the context of stimulation, bonuses are only available in the pre-
holiday period. As the main motivators of the employed, they mention the
increase of salary, greater advancement possibilities, and work on
strengthening interpersonal relationships, new forms of stimulation and
flexible working hours.

Care of the health and safety of employees is at an exceptional level and

attention is paid to them by constantly improving and following the latest
standardization procedures.
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Today, the enterprise recognizes steady growth and development, it automates
its own production, introduces novelties into production processes, requiring
greater engagement for the development of its employees, in order to develop
a contemporary concept of a learning organization.

Conclusion

Human resources should be managed effectively, in a wise, rational and
humane manner in order to achieve organizational and individual
interests, but also to invest in them permanently. It is necessary to take a
much more serious approach to recruitment and selection of staff, to
prevent any nepotism and find suitable candidates; then dedicate yourself
to the long-term development of the staff; adequate remuneration and
incentives that are beyond short-term bonuses, in other words stimulate
employees for a longer period of time.

Despite the strong internal communication, the desire to strengthen good
interpersonal relationships has been emphasized in terms of strengthening
communication skills and self-confidence. Also, employees are largely
interested in training outside those that are indispensable for everyday
work, and believe that the enterprise is not sufficiently engaged to fulfill
their demands.

Starting from work analysis, through human resources planning,
recruitment and selection, training and education, rewarding and
motivating, health and safety concerns, career management, but
sometimes their degradation and dismissal as well, it has been shown
which steps are necessary for possessing adequate staff within the
enterprise.
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Abstract

Rural tourism is not a developed form of tourism product in Serbia,
although there are indeed all the preconditions for its development. The
reason for the stagnation of the development of tourism, and all its forms,
is the poor political and economic situation that hit the region and Serbia
in the nineties of the 20th century. The current theme in all world
research is the acceptance of the development of rural tourism by the
local population. Reviewing existing literature and research on a given
issue, and using secondary documentation and research work, the authors
of the paper pointed to the perception of the local population about the
development of rural tourism in the municipalities of the North Banat
District. The analysis of the results has determined that the local
population has a positive attitude to the development of rural tourism, but
also that they are aware of the difficulties and obstacles in its
development.
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Introduction

It is clear that Serbia has all the preconditions for the development of
rural tourism, starting from anthropogenic, natural, geomorphological
resources, to cultural and ethnic differences and events. In the last years
of the 20th century tourism has not had a positive direction for its
development, and all this has contributed to the poor economic and
political situation in the entire region.

Agriculture and industry are the most developed sectors of the economy
in this area, and tourism has remained in every sense of the word tertiary
industry. Serbia in its entirety is the country of rural areas, as about 85%
of the space is rural. Rural tourism includes all activities in the rural area
(Vujko et al, 2014). However, except the mentioned factors as
determinants of the tourist development of rural areas, the key role can be
played by residents of receptive destinations and their perception of the
significance and effects of development caused by this economic activity.
Their readiness to understand the importance of tourist activity as a mass
phenomenon, affect the direction and strength of tourism development
(Nunkoo et al, 2012). In the world, this topic is a current issue, and many
theorists in their works explore the attitudes of the local population about
the development of rural tourism.

The population of receptive destinations can affect the total stoppage of
tourism, but often also to strengthen the development of this economic
activity (Sheldon et al, 2001). Where tourism is recognized as a branch
that contributes to economic development and profit-making, it is
certainly supported by the local population. In contrast, there are places
where tourism has negative implications, and is totally nonaccepted by
residents (Zhang et al, 2013). Social awareness is expressed about the
importance of controlling the movement of tourism in order to preserve
the receptive regions, in accordance with the principles of sustainable
development. The local population is a key player in any development,
and it is normal that there is awareness and concern about uncontrolled
growth and consumption (Teye et al, 2002). Only long-term planning and
support at the domestic level can prevent catastrophic disturbances of the
shape of the natural balance (Tosun, 2006).

The authors of the research carried out the research in the municipalities
of North Banat and on the basis of the analysis of the obtained results
determined the level of support of the local population for the
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development of rural tourism in their municipalities. Starting from certain
hypotheses, the authors have established the attitudes of the population
for certain issues concerning the problems of positive and negative
development of this economic activity, as well as their opinion on the
contribution of the entire development community.

Background of the study
Rurality in the Europe and Serbia

Rural tourism records constant growth in Europe. Modern trends such as
staying in nature, protecting nature, preserving and revitalizing local
traditions, customs, cultural and historical monuments have contributed to
this, all on the basis of sustainable development (Petrovi¢ et al, 2017).
Rural tourism successfully incorporates all these elements into its offer.
The importance of rural tourism is reflected in the interaction of
agriculture and production and the promotion of traditional products and
services, gastronomy, exploitation of rural resources, etc.

Rural tourism is linked to rural areas, which are the main receptive areas
of the rural market profile of tourists, and broadcast centers are mainly
urban areas (Peters, 1999). This form of touristic movement is not
characterized by massiveness, unless it is an attractive event that will
attract more visitors, where emphasis is placed on this event (Allen et al,
1993; lorio et al, 2010). The specificity of rural areas is contact of tourists
with nature, heritage, tradition, people habits, and active participation in
many rural activities. The development of rural tourism is largely
controlled locally and evolves towards the long-term development of a
particular area. Rural tourism has many definitions, most of which
include all tourism related activities in rural areas, as well as in cases
where rural culture is a key component of the offered tourism product
(Canoves et al, 2004; Gaji¢ et al, 2017).

Particularly emphasized is the contact of tourists with the entire rural
environment and the participation in the activities that these rural places
provide. Tourists are offered the possibility of enjoying themselves in a
natural setting, getting to know the culture, the tradition, in the style of
life of the local population (Hall et al, 1998; Hall, 2004). Simply put, rural
tourism should be a unique experience and be based on all the principles
of sustainability and voluntary organization of the local population.
Tourists must be able to enjoy the authentic experiences and essence of
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the rural way of life (Petrovi¢ et al, 2017). The rural tourism product is
certainly not only a tangible part of the offer, it is about the broader
meaning that includes the experience of a unique image of life achieved
through personal contact with the local population and some invisible
segments such as traditional hospitality, customs, legends, beliefs, culture,
relationships with nature, communications, etc. (Braumwel et al, 1994).

Rural areas often have an economic potential that is largely unused or
better used for the benefit of the rural population and overall national
development (Hall, 2004). Rural tourism development goals: increase
farm income, competitiveness of rural areas, equalization of living
conditions in rural and urban areas, valorisation of local resources,
exploitation of unused resources. Tourists can be involved in rural
activities passively and actively (Jeong, 2017). Increasingly, with the
presentation of the rural offer, there is a promotion of educational and
entertaining activities specific to the field. Thus, the rural tourist product
is determined on the tourist market and positioned in a place where it will
be different from other rural areas of other countries.

The development of rural tourism could contribute to better economic
development of given destinations, as well as increasing the level of
employment, which is also a key problem of smaller areas in Serbia (Gaji¢
et al, 2017). For now, rural tourism takes place on small family farms, with
the goal of attracting an increasing number of tourists and better promotion
on the tourism market (Cvijanovic et al, 2016). By developing rural tourism
on small properties or households, it influences the presentation of a
specific culture of people, traditions, customs, habits of many nationalities
as Serbia is specific (Vujko et al, 2014). Serbia needs to find a better
position on the European tourism market, because Europe is known to be
the leader in rural tourism development. Rural areas of Serbia are faced
with major problems of depopulation or emigration of the working-age
population due to the ever-worsening conditions for life. It is believed that
the development of rural tourism would influence the reduction of this
phenomenon in the society, and young people would stay in the villages to
deal with agricultural as well as tourism (Jeong, 2017).

Rural areas in the world face a downturn through the outflow of the young
population, a lower base of skills and lower average productivity (Lankford,
1994). All this reduces the critical mass needed for efficient public services,
infrastructure and business development, creating a vicious circle. However,
many rural areas have taken advantage of their opportunities and realized
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them, profiting from existing potentials such as location, natural and cultural
facilities and social capital (Briguglio et al, 1996).

In the European Union, 57% of the rural population lives there, with an
average population density of 38 inhabitants per square kilometer in
predominantly rural regions. Rural areas in more advanced economies in
Europe often earn low income and have a high unemployment rate.
Romania and Bulgaria have a total of 7.5 million households with less than
5 ha of land. Cooperatives and commercial farms are located in a large
percentage of the arable land in Slovakia (76%), Bulgaria (74%), the Czech
Republic (72%) and Hungary (50%). Small, individual farms cover most of
the cultivated land in Slovenia (94%), Latvia (90%) and Poland (86%).

According to the 2002 census, about 778,900 private farms are recorded
in Serbia, with an average size of 2.5 ha of arable land. Unemployment
rate in rural areas reaches 21%, and GDP per capita, only 74% of the
national average. Households of up to 3 ha have about 328,000 and make
up about 56% of all households in rural areas (Master Plan for
Sustainable Development of Rural Tourism of Serbia, 2011). Over
600,000 farms have less than 5 ha of land. The agrarian population
includes older people aged 60 years with a lower level of education and a
large percentage of dependents over 15 years of age. In Serbia, rural areas
account for up to 85% of the total territory with 55% of the population
living there, generating 41% of the country's GDP. Unemployment rate in
rural areas reaches 21%, and GDP per capita is only 74% of the national
average. From 1991 to 2002, the number of inhabitants in rural areas of
Serbia decreased by 3.6%, compared to the total drop in the number of
inhabitants in the country by 1%, and from 2002-2011(Master Plan for
Sustainable Development of Rural Tourism of Serbia, 2011).

There are 6,158 settlements on the territory of the Republic of Serbia, of
which 193 belong to the city (3,1%), and 5,965 are other settlements, which
are automatically considered as rural. At present, it is estimated that more
than 32,000 beds in rural areas play an important role in the rural tourism
sector, and about 300 rural households with 8,000 beds offer catering
services and generate more than 150,000 overnights annually. It is estimated
that every household engaged in rural tourism certainly earns a profit of
5,000 euros. Those who have luxurious accommodation and better offer, the
annual salary goes up to 12,000 euros (Master Plan for Sustainable
Development of Rural Tourism of Serbia, 2011). In one household, from 750
to 1,500 nights per year is achieved. More than 1,000 overnights annually,
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reach 60 households. About 240 objects realized 700-1000, and 150 had 350-
700 overnights. About 300 households have less than 350 overnights a year.
The average length of stay of tourists in households is 2.8 days.

The attitude of the local population

The development of the tourist industry largely depends on the perception
of the local population, and it has been more and more prominent topic in
the world of research. The opinion of many theorists is that prior to any
development, consideration should be given to the opinion of the local
population and provide their support, which can have an integral
importance in planning the development of this activity and attracting
tourists (Briedenhann et al, 2004; Ko et al, 2013). Tourism can lead to
both positive and negative effects for the local community, and leads to a
change in relationships within the community itself.

For the successful planning and policy of rural tourism development, the
attitude of the inhabitants of the receptive region is taken into account
(Gursoy ey al, 2002). Many believe that, to the extent that tourism
influences the local community to that extent, the community returns and
in this way determine the development of tourism in a destination (Aas et
al, 2005). The local population gives guidance on which forms of tourism
are acceptable and to what extent (Andereck et al, 2005). Prior to the
intensive development of tourism in some area, it is necessary to
understand the attitude of the local population about this development,
because without the support of the community, it is difficult to achieve
the development of rural tourism in the destination (Kim et al, 2013). By
involving the local population, by meeting their demands and
expectations, the possibility of long-term planning for the development of
a rural tourism product is created (McClosey et al, 2011).

Consequently, gradual unemployment, depopulation, will be reduced, much
better plans and projects will be created by the sector managers for its
development (Youn et al, 1994; Sharpley, 2014). Studies of tourism with a
focus on its subjects are mainly based on local residents, on one hand, and
tourists, on the other hand. The local population is involved in tourism in
different ways. Some participate directly in tourism (providing catering
services), some indirectly (by selling certain products related to tourism),
while others do not participate in tourism in general (Huh et al, 2008).
Local communities should have a significant participation in projects
related to the implementation of tourism in their communities. Local
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residents may be inherent to the environment in which they live (have
limited interest) if the business and recreation in relation to some other
place (Kim et al, 2013). Many theorists have noted that individuals began
to include more in the tourism industry when they saw the positive effects
of the development of this area, where the exchange of resources there are
more benefits than costs (Lawson et al, 1998; Andereck et al, 2005).

Also, greater involvement of local population in tourism development
realized by other researchers which also reflects on the positive effects
and cost overruns. Some authors focuses on the positive and negative
effects of tourism trends in the development of local communities and the
perception of the local population (Linberg et al, 1997; Hung et al, 2011).
Knowing the attitude of the local population helps reduce negative
effects, cost reductions and positive development of this industry
(Marzuki et al, 2012). The cooperation of local institutions and their
members contributes to the positive development of joint decision-
making and goal-setting, but the benefits from all of this can be a single
(Breugel, 2013). However, some authors point out that the local
population has little or significant influence on decision-making and
directing the development of some tourist destinations (Almeida et al,
2005). Identifying the positive effects of tourism developments is to
influence the attitudes of the local population, which in this case more
involved in its development, continue to support the programs and goals
of development, and if it encounters the negative effects of tourism, local
citizens to discourage the further development (Mason et al, 2000).

Methodology research and hypotheses development
Description of study area

The survey was conducted in the municipalities of the Northern Banat
District in the municipalities of Kikinda, Kanjiza, Coka, Senta, Ada, Novi
Knezevac. It is a northeast part of Serbia with a total area of 2,329 km?
and 50 inhabited places, and Kikinda is the regional center of the District.
According to the 2011 census, 151,382 inhabitants live in this District.
When considering tourism, only two municipalities with realized tourist
traffic will be listed: Kikinda with 7,169 tourists and 332 beds, and
Kanjiza with 13,579 tourists in 2016 with a total of 456 beds.
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Table 1. Structure of the population in Serbia (2011).

. . . Rural
Region City population population
Serbia 56.4% 43.6%
Vojvodina 56.67% 43.33%
Central Serbia 56.29% 43.71%
Belgrade region 81.36% 18.64%
Other part 46.13% 53.87%

Source: Statistical Office of the Republic of Serbia

Table 2. Hypothesis development for research

Objectives
of research

Hypotheses

Questions

Objective 1

Support

H1 —There is a
strong attitude of the
local population that
the development of
rural tourism should
be supported

HI a - Community
participation is
significante

-Rural tourism should be more present in the
development of municipalities

-Society needs to be more involved in the
development of rural tourism
-Authority ~ should  further
development of rural tourism

- Long-term planning increases the development
of rural tourism

-We are involved in the planning and
development of rural tourism

support  the

Objective 2

Implications

H2- Local people
have a clear view
that the development
of rural tourism
brings positive
effects

-The development of rural tourism opens new
jobs

-The development of rural tourism attracts new
investments

-The development of rural tourism increases the
standard of the population

-The development of rural tourism affects the
construction of infrastructure

H3- Local people
have a clear view
that the development
of rural tourism
brings negative
effects

-The local population suffers from the
consequences of the development of rural
tourism

-The development of rural tourism increases
noise and pollution

-The development of rural tourism increases the
cost of living

-The development or rural tourism increases
crime
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Sampling and methodology procedure

The authors of the paper conducted a survey in the period of March and
April 2017, which included a total of 280 respondents, of which 249
questionnaires with complete answers were taken into analysis. Data is
processed in SPSS software, version 23.0. The frequency and descriptive
statistics are shown, and for the purposes of this paper only part of the
entire research is presented. Basic tables are presented showing the
perception of the population or answers for the questions posed by
hypotheses. Survey questions were made according to a standardized
questionnaire (Rasoolimanesh, M., Ringle, C., Jaafar, M., Ramayah, T.,
2017), with some modifications for this research.

The results from the table indicate the basic structure of the respondents.
Out of a total of 249 respondents whose answers are taken into account,
the highest percentage are women in the survey (51%), then others aged
between 31 and 45 (39.45), and the smallest percent of those who belong
to the older age group, over 60 years. When studying item of education in
the surveyed municipalities, the population with secondary education is
predominant (49%), while there is a lowest number of respondents with
higher education (6.8%) are predominant. When it comes to earnings, it is
noticeable that the surveyed population moves most in the category of
those who earn between 200 and 400 euros (59.4%), and at least to those
with higher incomes over 600 euros (8%).

Table 3. The basic demographic structure of the respondents

Item Frequency Percent
Gender Male 122 49%
Female 127 51%
18-30 69 27.7%
Age 31-45 98 39.4%
46-60 49 19.7%
60+ 33 13.3%
Elementary 35 14.1%
. Seconda 122 49%
Education High cd. 75 30.1%
MSc, PhD 17 6.8%
200-400 e 148 59.4%
Earn 400-600 e 81 32.5%
600+ ¢ 20 8.0%
Total 249 100%

Source: the Results of authorized examination
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Results and discussion

The local population had the opportunity to respond with yes, no and do
not know, and so the standardization of variables was set on that way. For
the purposes of this work, the basic tables are given, without cross-
comparison and the setting of dependent and independent variables. The
questions are divided according to research topics, as shown in the table,
where research hypotheses are set. Rural tourism must be more
represented in the development of the investigated municipalities,
according to research data, where most of the respondents confirmed this
item. This is seen from both tables, frequencies and descryptive statistics.

Table 4. Display of analyzed results - descriptive statistics (frequency
and percentage values)

SUPPORT FOR RURAL TOURISM DEVELOPMENT

Rural tourism should be more present in the development of municipalities

Answer Frequency Percent
Yes No Don't 154 21 74 61.8% 8.4% 29.7%
know
Society needs to be more involved in the development of rural tourism
Answer Frequency Percent
Yes No Don't 158 32 59 63.5% 12.9% 23.7%
know
Authority should further support the development of rural tourism
Answer Frequency Percent
Yes No Don't 171 21 57 68.7% 8.4% 22.9%
know
Long-term planning increases the development of rural tourism
Answer Frequency Percent
Yes No Don't 133 44 72 53.4% 17.7% 28.9%
know

COMMUNITY PARTICIPATION

We are involved in the planning and development of rural tourism
Answer Frequency Percent

Yes No Don't 53 117 79 21.3% 47.0% 31.7%
know

POSITIVE PERCEPTIONS

The development of rural tourism opens new jobs

Answer Frequency Percent
Yes No Don't 111 36 102 44.6% 14.5% 41.0%
know
The development of rural tourism attracts new investments
Answer Frequency Percent
Yes No Don't 115 50 84 46.2% 20.1% 33.7%
know
The development of rural tourism increases the standard of the population
Answer Frequency Percent
Yes No Don't 140 53 56 56.2% 21.3% 22.5%
know
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Answer

Frequency

The development of rural tourism affects the construction of infrastructure

Percent

Yes No Don't

know

66

126

57

26.5%

50.6%

22.9%

NEGATIVE PERCEPTIONS

The local population suffers from the consequences of the development of rural tourism

Answer Frequency Percent
Yes No Don't 47 151 51 18.9% 60.6% 20.5%
know
The development of rural tourism increases noise and pollution
Answer Frequency Percent
Yes No Don't 43 153 53 17.3% 61.4% 21.3%
know
The development of rural tourism increases the cost of living
Answer Frequency Percent
Yes No Don't 63 126 60 25.3% 50.6% 24.1%
know
The development or rural tourism increases crime
Answer Frequency Percent
Yes No Don't 61 148 40 24.5% 59.4% 16.1%
know
Total 249 100%

Source: Results of the authorized examination

When it comes to the fact that both society and authorities need to be
more involved in the development of rural tourism, there are significant
deviations. There is the highest number of respondents who consider this
to be true (63.5% that the society is more involved, and 68.7% to join the
government in the development of rural tourism). The arithmetic mean for
the first question is 1.68, and the standard deviation is 0.903, while the
second answer is 1.60 and the standard deviation is 0.846.

Table 5. Descriptive Statistics (development of rural tourism)

increases DRT

Std.

N | Minimum | Maximum | Mean | Deviation
RT should be more
present in development of | 249 1 3| 1,68 ,903
municiplities
Society needs to be more
involved in DRT 249 ! 3| 1,60 846
Authority should further
support DRT 249 1 3| 1,54 ,842
Long term  planning 249 1 3| 176 875
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We are involved in

planning and DRT 249 ! 3| 210 722
RT opens new jobs 249 1 3| 1,96 ,926
RT —~attracts - new|, g 1 3 1,88 887
Investments

RT increases the standard |249 1 31 1,66 ,822
RT — affects — new/, g I 3| 196] 703
infrastructures

Population suffers 249 1 3| 2,02 628
consequences

Increages noise  and 249 1 3| 2,04 621
pollution

Ipqreases the cost of 249 1 31 1.99 704
living

Increases crime 249 1 31 1,92 ,633
Valid N (listwise) 249

Source: Results of the authorized examination

When asked whether the development of long-term plans influences the
development of this activity, the answer is most positive (53.4%), while
those with negative responses and indeterminate ones are less, where the
mean is 1.76, and the standard deviation is 0.842. On the basis of the
obtained answers, the first hypothesis (H1+), that there is a strong attitude of
the local population that the development of rural tourism should be
supported, is confirmed. The mean of questions about the involvement of the
local population in the development of rural tourism is 2.10, and the standard
deviation is 0.722. The highest percentage of respondents claimed that they
were not involved in the development of rural tourism. This denies the
subhypothesis Hla that community participation is significant.

T

he development of rural tourism opens possibilities for new jobs: the
approximate number of respondents with confirmatory and indefinite
response (mean 1,96: standard deviation 0,926). Whether rural tourism
plays a role in the improvement of living standards shows the perception of
the local population, where it is noticed that 56.2% of them declare
themselves to be, while the highest percentage of respondents who believe
that the development of rural tourism contributes to the creation of new
investments. Based on the analyzed data, it is evident that the question
whether the development of rural tourism influences the construction of
new infrastructure is 1.96, and the standard deviation is 0.703, because the
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majority of the respondents gave a negative answer. Hypothesis H2, that
local people have a clear view that the development of rural tourism brings
positive effects, can be confirmed, because most of the questions are
confirmed, except for the last one that they declared that the development
of rural tourism will not contribute to the creation of new infrastructure.
The local population had the opportunity to declare the negative
implications of tourism development. Whether the respondents suffer some
consequences from the development of this activity, the largest percentage
of them 60.6% gave a negative answer (mean = 2.02, standard deviation
0.628). How much rural tourism, with its massive development can cause
noise, speaks the attitude of the respondent which is mostly negative
(61.4% of them think that it does not create noise). Also, the respondents
confirmed the fact that the development of rural tourism does not increase
the costs of living, and that its massive development does not affect the
increase in crime in the investigated municipalities. The hypothesis H3 that
local people have a clear view that the development of rural tourism brings
negative effects is disapproved based on analyzed data.

Conclusion

Thanks to turbulent history, but also failures in the policy of supporting
rural development, it is today economically and socially ruined. Rural
areas in Serbia, although significantly represented as a resource, have not
been sufficiently utilized for the development of tourism activities and the
promotion of rural tourism products on the global tourism market.
Especially, the nineties of the twentieth century, when the whole region
was covered by a bad political and economic situation, is especially
important. At that time, Serbia remained isolated from the region and
therefore stagnated tourism, along with many other industries (Vujko et
al, 2014).

It is very complex to plan the development of rural tourism, especially in
today's conditions of enormous heterogeneity in a physically small area,
as well as the economic backwardness of rural areas. The authors of the
paper carried out the research in the North Banat area, and for the
purposes of this paper only part of the research work will be presented,
which deals exclusively with the perceptions of the local population about
the development of rural tourism in a given area. Otherwise, the research
is a wider work, but basic analyses is given in order to easily and clearly
understand the data that point to the attitude of the population. It was
surveyed in six municipalities: Kikinda, Kanjiza, Coka, Senta, Ada, Novi
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KnezZevac in the period March and April 2017. The data processed
undoubtedly indicates the positive attitude of the local population when it
comes to the development of this form of tourist product. That power and
society must be more involved in planning and development, are shown
in the data from the given tables and the confirmed hypothesis of H1 and
the H1a subhypothesis.

According to the respondents, the development of rural tourism has mostly
positive effects, such as opening new jobs, raising standards and investing
new investments. However, they are very indecisive when it comes to
building new infrastructure. The hypothesis H2, that this form of tourist offer
has positive effects, is confirmed. However, in the research, the authors also
set the hypothesis that the local population has a clear view that there are
negative implications of the development of rural tourism, where this
hypothesis H3, after insight into the analyzed data, is denied.

In order to plan the development of rural tourism as a massive
phenomenon, it is necessary to involve the authorities, external and local
entities. It is one way to ensure a better rural population, preserve and
improve rural resources, reduce comparative shortcomings in relation to
competition, and find new ways to use rural resources. An integral system
of rural development is a certain organization of central and local
institutions in terms of administration, knowledge, information and
decision making systems, social networks, etc., which operate in a
coherent way, and in that sense they are able to realize the ideas of
integral rural development theory.
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VALUE CHAIN OF AGRICULTURAL-FOOD PRODUCTS'
Ferhat C’ejvanoviéz, Velibor Potrebié’

Abstract

With its specific determinants, during the previous decades, retail has
been characterized by distinct competitiveness, concentration,
consolidation and globalization. Diversification of the retail market has
led to the saturation of the supply, which imposed the need for searching
of sources of competitive advantage and creation of values in other
domains besides those classically considered as retail. Companies are
trying to change their business in order to find new ways of accessing to
customers. Internationalization and consolidation of retail was reversed
upside down the appearance of traditional retail. Fast and efficient
operating procedures and new technologies are considered as permanent
challenges for retailers. The term of supply chain management is
relatively new in professional literature. First time it was mentioned in
1982. Supply chain represents a set of institutions involved in the process
of goods transfer from the place of production to the place of
consumption.

Retail is the last link in the supply chain. Successful management of the
supply chain will result in significant savings and increased customer
satisfaction. Retail is responsible for equalizing the individual needs of
customers with the size of supply produced by a large number of
producers. Managing to the supply chain of agricultural-food products
should take into reconsideration only strategic suppliers within the value
chain. Without close interaction with other supply chain members traders
cannot fully realize their role in the supply chain. Entities involved in
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retail of agricultural and food products resort to managing the supply
chains in order to face increased market insecurity and complexity, as
well as competitive situations trying to reduce level of supplies across the
entire value chain. Products’ value chain describes the full range of
activities needed to bring the product from production, transportation,
processing and retailing to the final consumer. It has been expanded by
series of combinations that involve engagement of equipment, labour,
knowledge and skills, raw materials for the production of an agricultural
or food product.

Efficient managing of supply chain of agricultural and food products
should support the customers’ satisfaction. Retailers operate at the point
closest to customers, so they are in the best position to answer the
questions when, where and how customers want certain goods. Supply
chain management in retail of agro-food products represents a challenge
in the phase of implementation and execution. It should be emphasized
that traders of agro-food products which want to be successful, and
understand the importance and functioning of supply chain management
have to use the capabilities of all supply chain members in order to be
more successful and profitable.

The value chain of the agricultural and food products is consisted of all
members of supply chain that are active in the process of the value
creation and products delivery to the final customers. Trade with agro-
food products is resulting the value added, creating the assumptions of
the competitive advantage at the market.

Key words: value chain, supply chain, agricultural and food products,
value added.

Introduction

Managing the supply chain is inseparable from the size of value chain
management. The value chain of agricultural-food products contains all
members of the supply chain that participate in the process of creating the
values and products delivery to the final customer. As the trade is highly
competitive activity which must have much better and more quality
relation within the supply chain that will result with additional value for
the final buyer, nowadays it’s the source of competitive advantage on the
market.
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From the need for more efficient relationship with the customer, a number
of modern concepts have emerged, where the most famous is an Efficient
Consumer Response (ECR). Starting point in ECR is also found by
development of the concepts of supply chain and value chain
management.

In order to achieve better efficiency, it is necessary to interconnect all
members from the supply and value chain management. The emphasis is
on the structure and processes between producers and traders i.e. on the
integration of logistic processes. In order to strengthen their
competitiveness, the chain members create even stronger connections
creating partnerships in which they do not lose their independence -
creating of strategic alliances (Cejvanovi¢ et al., 2016).

Theoretical determinations of the chain oriented by the value

The value chain is the series of nine primary and supporting activities
which increase products or services values and which connect supply with
demand side of the business activity. Because of that creating a profitable
value chain requires adjustment between the consumers' wishes (the
demand chain) and things made in supply chain. In order to maximize the
value of supply chain, it is necessary to harmonize the flow of supply
according to fast changing in consumers' wishes and demands (Perkov,
Cosi¢, 2012).

For some time, there has been controversy about the true value of the
company, is it:
e The value assigned by market (market value);

e The value stated in the balance sheet of the company (the book value
of assets reduced for liabilities);

e Expected performance, profit or cash;

e Nothing from previously mentioned;

e All previously mentioned is considered as the company’s value;
In order to achieve the success, for many companies the main goal is to
maximize the so-called shareholder value. Value based management is

focused on maximizing the shareholder value. Value based management
can be classified as managing based on the value.
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Criticism of mentioned theory appeared in 1980., when was promoting
the aspect that the main goal of company was not only to increase values
for owners (shareholders) but for all stakeholders. Regardless of which
interest groups the company values are intended for, managing the
companies’ values is in the focus of the value based management. Value
based management is also linked with the company’s business efficiency
(business performance).

Currently, management based on values is oriented to indicators that
include costs of capital such as EVA methods - economic added value - in
order to present the real company value, as well as CFROI method - the
cash flow of return on investment.

During the managing of the company values, performance management
indicators are the final results of the established and selected strategy.
Managers must link the chosen strategy with the process of creating the
value, in other words to choose the strategy that result with increasing of
market share, customer satisfaction, increase the sales, etc. It should also
result the increase of company value.

Managers must set the foundation of the value based orientation of entire
organization and all levels of management in order to increase the value.
Also they should to redefine the whole supply chain so that all chain
members could be in position to reach the same value (Cejvanovié et al.,
2016).

Creating the value in chain

As was previously mentioned term supply chain is usually identified with
the meaning of the term value chain. It was introduced by Porter,
describing the profitability at each level or chain segment. By value is
marked relative profit gained by each partner in chain. Value within the
chain depends from the type of product that chain members are offering
to the customer, in other words, depending of which kind of need it has to
satisfy.

Supply chain is the creator of the value only when each member in chain

is capable to create and catch certain level of the value. Value could be
also reconsidered from two various aspects:
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e Value is when something or someone is satisfying certain need, or
expectation, in other words gives the feel of additional or greater
value than real one.

e Value is the measure opposite to the costs. Many companies should
increase the focus on the value component in compare to costs within
the supply chain, what will resulted the decrease of final costs if
chain efficiency go up.

In supply chain, focus on value added could recognize that it’s a real one
(final value) only when entire chain is brought closer to the consumer
(buyer).

The challenges in creating the values primarily cover the faster
conduction of processes e.g. faster adaptation of products, faster
realization of products on the market, faster repay of receivables, etc. It is
necessary to rationalize all processes within the chain, improve the
products quality and increase the efficiency of delivery. Basically that
means focus on challenges such as:

e Decrease of supplies;
e Adequate reaction on orders;
e Shorter and more reliable delivery within the entire chain;

e Products delivered according to postulate of exact quantity, quality
and defined time in relation to appropriate costs;

e Close cooperation and linkage of all members within the chain based

on mutual understanding.

Value creation could not be done individually within the chain. It’s a two-
way process that requires focus from all members. Also, it covers a
decision making about mutual cooperation and coexistence within the
chain. Besides, it’s based on certain requirement, like what will be the
best strategy for them, as well as what should they exactly exchange.

Exchange among members could be referred on anything, in order to
create the value with mutual benefit (Cejvanovic et al., 2016).
e Personnel — exchange/lending of professional staff;

e Raw material — design, common supply;
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Facilities and equipment — common usage;

e Money — mutual lending, investments;

Information — access to data;

Working procedures — exchange of ideas.

If creation of value is considered from the aspect of shorter or longer
period, in terms of links within the chain and mutual exchange of all
elements, their connection could be presented as like in Table 1.

Table 1. Creating value

Co-operative

Fellow’s

Transactional

Exclusive

Source: Emmet, Crocker, 2009.

Mentioned relations could be described or clarified as is presented in

Table 2.
Table 2. Relations in value creation
Position Need.for Need for Description Example
relation | exchange
Each member has its
own goal and they are .
. . Routine
Transactional Low Low working commonly
) . products
just to finish some
short term activity
. . Specific short term Launching
Exclusive Low High . of new
exclusive exchange
products
Working together in
. . order to secure supply, | Problematic
Co-operative High Low but there is no need products
for exchange
All parts are focused
Fellow’s High High to common good and Critical
open access to mutual products

resources

Source: Cejvanovic et al., 2016.
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Examples of agricultural product’s value chains

The value chain identifies primary and support activities. It defines a set
of related activities that are conducted within one business unit. Each
activity creates the costs and links between certain activities. The value
chain also includes a business gain that buyers are willing to pay above
the costs of conduction of both groups of activities.

A value chain is a line of primary and support activities by which the
value is added to the products or services, or which links the supply with
demand side of company’s business.

Because of that the establishment of profitable value chain requires the
harmonization of changes in customer wishes, i.e. the demand chain and
part that was created within the supply chain.

In order to maximize the value of the supply chains, it is required to
adjust the supply flow with the value flow starting from consumers, due
to rapid changes in their taste, desires and demands (Perkov, Cosi¢,
2012).

Value chains of fruits and vegetables

The value chain of fruits and vegetables has its own specificities due to
the different characteristics and types of fruits and vegetables.

Their production is of great importance because it provides to rural -
agricultural holdings secure nutrition (primarily vegetables) and income
(primarily fruits).

Most of fruits and vegetables and their products are offered on local
markets or wholesale markets. Before all, that is caused by the lack of
long-term contracts with processors or traders, lack of storage capacities
and organized logistics, low level prices that does not enable investment
in modern production technologies, which will secure enough volume of
high-quality products that could be realized at the market, previously
integrated within the existed value chains (FMPVS BH, 2014). In the
Picture 1. is presented the value chain at fruits and vegetables.
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Picture 1. Value chains of fruits and vegetables
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Source: FMPVS BH, 2014.

Middle-sized producers (Picture 1.) oriented to the market (2-10
hectares), that are usually the main force for the development of the fruit
and vegetable sector in competitive countries, unfortunately are not
present in significant number, although they develop in certain amount

better share in the value chain throughout the contractual relation with
intermediaries.
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But, they are usually short, primarily with storage capacities, equipment
and labour (human resources). Besides, there are several large agricultural
holdings and companies that have better machinery, equipment, human
resources and marketing activities. Those holding supply stores within the
retail chains, as well as export the part of their current production.

Collecting of fruit and vegetable (from smaller holdings) is mostly done
throughout the intermediary traders, while larger producers could directly
supply processors, wholesalers and retail traders. Main issues in
collection process are:

e Lack of modern storage capacities;

e Lack of modern centres for distribution that imply new technology
for processing and standardization of offered products;

e Inadequate transportation, caused by lack of proper transport
capacities and underdeveloped (road) infrastructure;

e High costs of collections caused by dispersed locations of small
agricultural holdings;

e Presence of grey economy (FMPVS BH, 2014).

There are rare exceptions that succeed to combat the main issues and
organize supply chain in a way that meets customer requirements in terms
of insured quantities and quality. Processing companies generally are not
vertically integrated. From the aspect of input supplying, some of them
are covered by contracts with small agricultural producers, while in terms
of retail sale they usually do not have their own retail facilities.

According to mentioned, their power to negotiate with large retail chains
is usually weak, especially in a situation described by strong competition
of similar legal entities from neighbouring countries. Besides that,
processors are facing the next problems:

¢ Inadequate quality and volume of domestic inputs;
e Obsolete technology;

e Low rate of capacities utilization;

e Growing of inputs costs;

e High rate of organic waste and increasing requirements related to
environment protection;
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e Limited and traditional assortment - prevails the ,,primary*
processing;

e Limited activities of marketing and promotion.

Although, large retail chains dominate at the market, their share in fruit
and vegetable trade is still relatively low (around 10%), much lower than
in trade with meat and meat products, fish or milk and dairy products.

Large retail chains have more significant market share in the segment of
processed fruit and vegetables trade. On other side, domestic producers
are underrepresented in mentioned process, as imported products are
dominated, making the strong competition to producers from Bosnia and
Herzegovina (FMPVS BH, 2014).

Value chain of milk and dairy products

Milk and dairy products value chain represents a row of nine primary and
supporting activities, throughout which is adding the value to products or
services, or provides the link between the supply and demand side of
company's business. Therefore, the creation of a profitable value chain
requires the adjustment to change of clients' wishes, i.e. harmonization of
demand chain with things created in supply chain.

In order to achieve maximal value within the supply chains, it is
necessary to harmonize the flow of supply with the flow of value starting
from consumers, due to rapid changes in their tastes, desires and demands
(Perkov, Cosié, 2012).

A value chain in the production of milk and dairy products constitutes a
line of activities and procedures that are necessary in order to enable
products availability to consumer. The value chain of milk and dairy
products begins with the production of feed for dairy animals.

By their metabolism, dairy animals are producing the fresh milk which is
transported to dairies on further processing into the several final products.
After that, the final dairy products are packaging and preparing for
distribution. Milk and dairy products are distributed to retail facilities
where they are available to the customers (end consumers). The value
chain of milk and dairy products is presented in the Picture 2.
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Picture 2. Value chain of milk and dairy products
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Source: ICUSD, 2012.

Each value chain has its own specificities that has be presented in detail
and explained. This is also the case with the value chain for milk and
dairy products, which is clearly presented in the Picture 2. It could not be
seen from previous picture that value chain is also influenced by certain
secondary institutions, laboratories for milk quality analysis, as well as by
the foreign trade policy of one or several countries.

Value chain in rural economy
The value chain of agricultural and food products within the rural

economy are specific, having a certain peculiarities for each product
individually. For all agro-food products are common that the value chain

226



starts with planning, followed by the production and processing. Then, the
product is distributed to retail, where it could be available to consumers.
The value chain of agricultural and food products in rural economy are
presented in Picture 3.

Picture 3. Value chain of agricultural-food products in rural economy

— [

Source: FAO, 2012.
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Throughout the analysis of the value chain of agro-food products in rural
economy, it could be concluded that certain attention to issues related to
weaknesses in value chains has been considered.

It has to be done in such a way that the available opportunities will be
utilized in order to turn latent natural and human resources of rural areas
into the real and strong advantages that will provide adequate building
and development of rural economies and communities.

Conclusion

Recently, logistics and distribution have become more and more
significant. Within their determination they are experiencing the
renaissance, or notable metamorphosis of approach to the logistic
performances of the company. Just in last ten years logistics has been
recognized as one of the main company functions. It has been widely
accepted by managers that the global approach to logistic issues and
offered modalities (solution) is needed.

Creating of agricultural and food products value have not been realized
individually within the supply chain. Creation of the value is a two-way
process that requires focus and decision making about mutual cooperation
and coexistence within the supply chain from all participants. It is based
on the requirement what is the best strategy for them, as well as what
should be exactly exchange between them.

The way which will improve the value chain of fruits and vegetables is
recognized in certification of production process as the integrated
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production. It could be achieved without large investments and major
changes in production procedure. Fruit and vegetable producers have to
accept the changes required from the European market.

Market standards are not regulated by the government, but in practice
wherever the cooperation between the primary producers and fruit and
vegetable processors is developed, elementary standardization has been
adopted by limited number of producers. Mostly those are Global GAP
(for primary production) and HACCP (for processing industry).
Certification according to HALAL standard is also increasing.

A value chain in milk and dairy products production is constituted from
the row of activities and procedures that are necessary in order to enable
the availability of products to final consumer. It starts with the production
of feed for dairy animals. By their metabolism dairy animals are
providing the fresh milk that is transported to dairy plants on further
processing into the several final products. Then, the final dairy products
are packaging and preparing for distribution to retail stores where they are
accessible to final consumer (customer).

Value chain of agricultural and food products in rural economy has its
own specificities, depending by the focused product. Generally, the value
chain of agricultural and food products in rural economy are starting with
planning. Further it’s realized throughout the production and processing
activities, up to the distribution of products to the retail stores and final
consumers.

Research presented in this paper are showing that agriculture and value
chain of agricultural and food products have number of weaknesses, as
they are not capable to compete at national and foreign market.
Consequence of mentioned producers’ weaknesses is their un-
competitiveness, as well as incompatibility of their production capacities
that should satisfy the needs of contemporary market.
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POSSIBILITY OF SUISTANABLE PRODUCTION OF SOYBEAN
IN CLIMATE CHANGE IN THE REGION OF BACKA TOPOLA
AND NOVI SAD

Gorica Cvijanovi¢*, Gordana Dozet?

Abstract

Climate changes cause decrease of the height and the quality of yield of
cultivated plants. According to measures implemented in the plant production
with the aim of decrease of the greenhouse gases, aims of the researches
should be directed to improvement of the production of the significant crop
cultivation under the principals of the sustainable production. Significant
position in new systems of the production belongs to soybeanbeans. Soya bean
is very significant plant specie from the aspect of the vitamin providing for the
human nutrition.Therefore, soybeanbean is significant for adequate relation
with symbiotic bacteria from ecological and economy aspect. In integral
system of cultivation (from 2008 to 2010) in region of Backa Topola during
pre-seed fertilization with 50 kgN.ha™ and with the inoculation of the seeds by
mixed cultures of the symbiotic bacteria and bacteria promoters of the growth
of the plants can be reached stabile content of the proteins of the grain of
41,5% in the variety of Proteinka. In organic system of the variety of Valjevka
soya bean (2013- 2015) by the stimulation of the seed with electromagnetic
field of the low frequency the content of the protein from 40,22 — 40,24% can
be reached by fertilization with 30 — 50 kgN.ha™.

Key word: climate changes, soybean, suinstainable production, Backa
Topola, Novi Sad

Introduction

The end of the 20™ century is specified by the measures that are conducted
because of the reduction of the harmful gases that influence on global climate
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changes. European Union for this practical-political region about 20% of the
budget was implemented for the period from 2014 — 2020.

In the period from 2006-2016 an average temperature of the air at the
global level was higher for 0,83-0,89 ° C. In that period 2015 was the
warmest year because the increase of the average temperature was about 1 °
C degrees (IPCC, 2013).Global warming influences significantly on the
yields of the cultivated plant spices. The temperature increase has been
identified as one of the main causes of the lack of the increase of yield of
winter wheat in France, despite improvements in the plant breeding
(Brinsson et al., 2010). International analyze of the influence of climate
changes on the agricultural productivity in Europe gives clear picture of the
worsening of agro climatic conditions through the increase of the drought
and shortness of the vegetation period over big parts of south and central
Europe. The lost caused by extreme weather and climatic anomalies in
drought 2012 were more than 2 billion dollars because the increase of the
maize yield was 55%, of soya bean 50-70%, sunflower 30%. Other studies
show the increase of the unfavorable years for the agricultural production
in various time zones (Trnka et al., 2014). According to Rotter et al, (2015)
it is expected the future yield to be especially damaged by frequency and
severity of extreme climate changes as heat waves and droughts.

The most important influence of the climatic changes in the future can be
related on decrease of yield and the quality of the fruit caused by increase
temperatures and the intensity of the drought, increase of the danger of the
last spring frost, increase of the danger of the diseases and of the pests and
emergence of new ones as well as of increase of the fertility of the field.

Causes of global warming

There is the global warming without any doubts and it is considered to be
caused by increased concentration of the gases that provoke the effect of
greenhouse. The main cause of the existing effect of the greenhouse is
carbon dioxide that belongs the most important gases that absorb heating
radiation (infrared IC) emitted from the Earth. Average concentration of
carbon dioxide itself in the atmosphere in 2016 reached 400 ppm, which
is for about 40% more than in the period from the mid to the end of 19™
century. The participation of the carbon dioxide is 61% in total gases of
the greenhouse effect (methane 15%, nitrogen oxides 10%, Freon 9%, the
rest ozone and water vapor 5%). The level of some important gases of the
greenhouse has increased for about 25% from the start of the industrial
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period about 250 years ago. The concentration of the carbon dioxide is
mostly by the anthropogenic origin, about 73% is the result of the
combustion of the fossil fuels. According to many studies this
concentration of carbon dioxide has resulted by the increase of the air
temperature on the global level. In the report of the Intergovernmental
Panel on Climate Change — IPCC it is written that the emissions of the
greenhouse gases caused by human activities significantly influence on the
increased warming of the atmosphere.

According to recent analyze conducted by NASA (National Aeronautics
and Space Administration), Goddar Institute for the space studies (GIIS),
medium temperature has been increased for about 0,8% °C since 1880
(0,3-0,6 °C/100 years), since the regular measuring of the temperature has
started. The process of the urbanization is one of the main causes of the
disturbance of the natural sustainable systems which consequence is the
global climate change (World Energy Council, 2007). For example in
2015 the number of mega cities in the world reached the amount of 22
mega cities (Population Reference Bureau, the official web presentation).
In the first half of the twentieth century there was noticed smaller increase
of the temperature while the significant increase (2/3 of the total amount
of the temperature increase) since 1975. For this period it is connected the
significant increase of the industry, consummation of fossil fuels as well
as demographic migrations village — city.

The first decade of the 21% century was the warmest since 1880. Long term
aim of the UE is decrease of the gases emission thus the average global
temperature would not raise more than 2 °C comparing to the period of the
end of the 19" century (UNFCCC, 2010). That would demand that global
emission of the greenhouse gases until 2050 has to be decreased from 40 -
70% comparing to 2010 (Edenhofer et al., 2014). The increase of the average
temperatures as a consequence has not only global warming but other
extreme changes as droughts, heating waves and other extreme changes that
influences significantly on the big variability of the plant yield in the last
decades such as happened to corps (Hawkins et al., 2013), potatoes, wheat
and barley (Supit et al., 2012) and provoke economic consequences.

The influence of global warming on the region of Republic of Serbia has
been represented by the tendency of the increase of the temperature of the
air. According the data from the period from 1951- 2015. the most intense
increase of the annual temperature of the air 2,0-2,5 °C/100 years is
constantly present on the north of the country, on the region of Loznica and
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on the wider outskirts of Belgrade and on the region of Negotinska krajina.
On the basis of the climate modeling within the project “Orientgate*
(http://www.orientgateproject.org) for the period from 2021-2050 and
2071-2100 that compared with the referent period from 1971-2000
(Djordjevic and Krzic, 2014) the increase of the temperature will be
significant for both periods (Tab 1) .

Table 1. Projected increase of the average a daily temperatures of the air
OC) for the period 2021-2050 and 2071-2100

Changes in the period 2021-2050 2071-2100
Average annual temperature +2 (+2,5) +5,65 (+5,6)
Average seasonal temperature
winter +2,95 +6,3
spring +1,7 +4,65
summer +1,25 (+1,3) +5,4 (+5,45)
autumn +2,4 (+6,05) +6,10

Number of the hot days annually (temperature
>25°C)
Data in brackets show the results of the projection for parts of Belgrade

Source: http://www.orientgateproject.org

+12 +60

In Serbia has been increased the intensity and the lasting of the
meteorological droughts (Popovic, 2007) as a result of the increased
temperatures, decreased summer rains and higher number of the longer
drought periods. This trend will be continued especially on the southeast
and east of Serbia. (Pic.1).

Picture 1. Territorial division of the trend, annually (left) and summer

(right), the temperature of the air (°C/100 annually) in the region of Republic

of Serbia, 1951 to 2013)
“V# . e

Source’: httb‘://www.hidmet.qo.v.rs
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According to the date of meteorological measures in Novi Sad and Backa
Topola the average temperature in period 2014 -2016 was for +1,7 °C in
Novi Sad and for +0,9 °C in Backa Topola higher than temperature for the
period 1964 — 2-15 (11,4 °C). On the basis of the measures obtained there
were noticed higher average air temperatures in Novi Sad than in Backa
Topla that is economically and demographically less developed (Tab 2).

Table 2. Average temperatures of the air (°C) for the period 2014-2016
and deviations from perennial average for Novi Sad and Backa Topla.

. . Average Deviations

Location-period 1964-2016 2014 2015 2016 2014-2016
Novi Sad 114 13,0 13,1 12,3 1,4
Backa Topola 114 12,3 12,2 12,4 0,9

Source: Meteorological measures at the stations in Novi Sad and Backa Topla_

Demographic increase of the inhabitants has important influence at the
degradation of the environment. According to the data FAO only in the
developed parts of the world the daily needs for food of people have been
increased from 2.470 to 2.730 calories. Owing to these drastic changes
agriculture as the basic occupation for the providing of enough food
endures the most. Agriculture is the main sector where emission of
greenhouse gases has been the least decreased. In total emission of the
nitrogen the agriculture in UE - 28 in 2013 participated with 93%. In the
last three years by implementing certain measures the emission of the
nitrogen gases has been decreased for 6%. Apart from the nitrogen the
agricultural sector in the highest percentage (50%) participates in the
emission of the methane CH,4 (EC, 2005).

Based on the obligations that UE accepted the decrease of greenhouse
gases up to 2020 there should be until 20% among which is envisaged the
reduction of the level of the emission of the gases (GHG) from agriculture
till 10% in regard to 2005 (Directive No 406/2009/EC). Agriculture will
face many challenges during the following decades. Extreme weather
conditions, and to a lesser degree changes in seasonal and annual
precipitation and their mutual influence with the temperature will cause
most probably the serious consequences on the agriculture. According to
analyses carried out by Intergovernmental Panel Climate Changes it is
possible that by 2050 the significant negative effects will have caused
prolonged droughts, heating waves and floods as well. It is expected that
these extreme weather conditions will be of higher intensity and that will
happen more frequently and in more parts of UE and probably cause the
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damage of the yield. According to Minguez et al (2007) on the region of
Europe (Western France) some parts of eastern south Europe (Hungary,
Bulgaria, Romania, Serbia etc. ) caused by hot and dry summers the yield
of the cultivated plants will be decreased. The predicted climate changes
will influence on the choice of sorts of cultivated plants because the
locations of agro—climatic zones will probably move towards the northern
latitude. Adverse impact is also to be expected in the distribution,
appearance and intensity of the existing pests, diseases and weeds as well
as in the appearance of the new ones.

One of the ways of the decrease of the greenhouse gases in the field of the
food industry are the sustainable systems as precision farming and low
input sustainable Agriculture. Low input sustainable agriculture in the
world represents widely accepted way of the food production firstly from
the aspect of the energetic efficacy and improvement of the environment
(Gerovit at al., 2013). This way of production suppose the plant cultivation
that have less requires for inputs as well as biological preparation.

The significance and the advantages of the soybean cultivation in
sustainable systems

Annual legume spices that is very interesting for the sustainable systems
of the soybean production (Glicine max (L) Merr.). The first reason of
justification of the increase of the surface under soybean is for sure
favorable chemical composition of the grain. In the soybean grain there
are between 35 and 40% of the proteins that contain all eight essential
amino acids necessary o the human body.

In the world, in period 2004 — 2014 surface under soybean were 100,615
million that is for 13,10% more than in period 1996 — 2004 when under
soybean there were about 77 million ha. Average yields were higher for
6,69% for the same period. It can be said that the increase of the yields
contribute to the enlargement of newly created sorts, adjusted for various
agro ecological conditions. The demand for the soybean production is
increasing especially in EU because of the wish to decrease dependency of
the import. Participation of EU in total world soybean production is 2,91%.

Participation of Republic of Serbia in total world production is 0,14%
while participation related to EU is 3,43 % /(Tab.3)
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Table 3. Soybean production (000 t) in the world and in EU

Continents Yield tha ™ Production 000 t Share of area,
(},{):k:k
The bigger soybeanbean producers in word 2014
World 2,6 308.436 100
America 3,0 271.214 87,93
Asia 1,3 25.761 8,35
Europe 2,0 9.001 2,91
Africa 1,3 2.377 0,77
Oceania 2,2 80 0,03
The bigger soybeanbean producers in Europe, 2014
Europe 2,0 8.990 100
Russia 1,4 2.682 29,83
Ukraine 2,2 3.945 43,88
Italy 4,0 600 6,67
Romania 2,6 205 2,28
Serbia 2,1 309 3.43

Source: FAO statistics; http: //faostat.fao.org/2016

**calculation of the author on the base of the statistic data

Increase of the surface and the yields of soya bean in the world and in the
Republic of Serbia have positive correlative dependence and the trend

(Graph. 1 and Graph. 2).

Graph. 1 - left - Surfaces and yields of soybean in the World
Graph. 2 — right - Surfaces and yields of soybean in Serbia
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Due to the specificity to provide nitrogen from the system of legumes
risobium is a very good first crop because after the harvest there remains a
big quantity of organic nitrogen that is slowly mineralizing in the following
year it is used 1/3 of the nitrogen that is consisted in them and that increases
the yield for 0,2-0,3 t ha t ha™ of the following cereal (Djukic et al., 2017,
Dozet et al., 2013).

Apart from its position in rotation of crops soybean is very adequate for the
combined breeding systems thus increases yield and protection of the main
yield of the disease and the pests. Combination of soybean with maize or
with wheat is significantly decreased accumulation of nitrate nitrogen in the
land and with it the possibility of contamination of the underground and
surface watercourses (Malone at al., 2014). The role of soya bean in the
combined crops is very significant especially in the places where there is a
risk of the diseases, pests, weeds, erosion and other risks. The soybean
seeds in the finishing is not treated by the remedies for the protection of the
disease and that is why it is adequate for the organic system of the
production. Due to its qualities and the advantages there was established
The Association of the Danube countries region “Danube Soybean” whose
main aim is the promotion of the cultivation of genetically unmodified
soybean (GMO free) as the base for the production of the high quality food
of declared geography origin.

Soybean grain is used in many products for human nutrition thus it is
necessary that the part of the soya bean production is without usage of
mineral fertilizers and pesticides. Clinical studies show that soybean
consuming decreases risk factors for cardio vascular diseases. That led to
the approval of health request for the soybean consummation i.e. soybean
proteins, as food in the prevention of coronary disease of hart. Similar
health requests for soybean proteins were also approved in the UK, Brazil,
South Africa, Filipinas, Indonesia, Chorea and Malaysia (Xiao, 2008).

The conditions for the soybean production and other plant species vary
from the year to the year. Soya bean is especially sensitive to the stress
caused by drought that leads to the yields variability. In the period July -
August the maximum daily water requirements in soybean and they are
100-120 mm. This period coincides with the period of the most frequent
water deficit. According to Dragovic (1994) the drought in reproductive
phase of the forming of the legumes decreases the yields for 21% in the
phase of the grain filling beans of the droughts that lasts for 52 days that
decreases the yields for 35%. Total daily water requirements in soya bean
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on the base of many researches and practical examples for the region of
Vojvodina is from 440 to 450 mm.

By the regressive analyze (R?) of the movements of the temperature and
the soybean yields on the region of Backa Topla it was determined that
the temperature did not have the significant influence on the increase or
decrease of the yields while by the increase of the precipitation (R* =
0,24), there was determined increase of the yields (R?=0,14), that
indicates that soybean is more important disposition of the precipitation
than the amount of it for the vegetation period.

All these characteristics give prevalence to soybean in the production and
motivate the scientific and professional public for the finding of the new
methods that may influence the increase of the yields of the soybean proteins
in the system of organic production in the conditions of climate changes.

The possibility of the protein content in the soybean by the
implementation of the various inputs in sustainable forms of the
soybean production

New production tecnologies request the addoptation of the most important
measures and are cosisted of the reduced systems of the land coltvation, usage
of the organic and micorobiology fertilisers (Cvijanovi¢ et al., 2007; 2015).

Integral system of the soybean production

Nowadays conditions of the production it is necessary to implement the
various models of the production, strategy of the production management
and the inclusion of many natural assets and organisms. Within new
technologies there can be involved various groups of the microorganisms
that are isolated from the natural habitats and can be applied to the seeds,
land or foliar through the leaf.

Among microorganisms of the active bio fertilizers the high importance has
the group of symbiotic nitrogen fixation (Bradyrhizobium japonicum) and
microorganisms that live in the association with plants. In this process
microorganisms fix inert atmospheric nitrogen transforming it in the forms
available for the plant nutrition. Considering that microorganisms that
develop and live in the land combined with the roots of the plants by their
stimulating activity influence on the development and the yield of the
plants with the products of their metabolic activity (hormones, vitamins,
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auxin, gibberellins). In the period of 2008 - 2010 on the area of Backa
Topola the most adequate year for the soybean production was 2010.

The average monthly temperature during the vegetation was 18,5 °C, that
was the lowest temperature for the examined period. In this year there was
determined the highest amount of the precipitation 645 mm. In such a
different agro ecological conditions the aim of the research was to examine
the influence of the various groups of microorganisms in the production of
Proteinka soybean variety on the content of the protein in soybean in the
conditions of integral production. The fertilization was done in the
treatment before sowing by urea 47% N in the amount of 30, 50 and 80
kgN.ha™. Before the harvest there was performed inoculation of the seeds
by various types of microorganisms. In one variant there were used the
symbiotic bacteria Bradyrhizobium japonicum, and in the other variant
there was performed mixture of symbiotic bacteria with bacteria with
promoters of the plant growth (PGP) Azotobacter chroococcum,
Azospirillum lipoferum i Pseudomonas sp. In  such conditions of the
production the content of the proteins was three times increased from
0,93% to 1,71%. The highest amount of the proteins (40,80% -41,18%)
(p<0.05) was determined in 2010. Due to good agro meteorological
conditions in this year there was determined the lowest increase of the
protein content (0,93%), between inoculation variance (Tab.4).

Table 4. The content of the proteins (%) in the conditions of integral soybean

production by application of various groups of microorganisms bio fertilizers
2008 2009 2010 Awverage

Average monthly temperature in vegetation 195 22 8 189

) 192
Amount of precipitation in vegetation (amum) 351 356 645 450
Fertiizers 30 kgN ha? Brad. japonicumn 40,22 4048 4048 40.39
Brad. jap +~ PGP 4064 4100 40385 40.83
Fertiizers 50 kgiN ha? Brad. jgpornicumn 398 4097 4068 4051
Brad. jap + PGP 4099 4125 4090 41.05
Fertilizers 80 kgN ha? Brad. japonicion 4027 3962 4126 AN 2R

Source: researches of the author

Adoption of the mineral nutrition from the soil and their grade of
exploitation in soybean depend on meteorological conditions during the
vegetation period so in the years with significant water deficit there was
determined lower protein content. In the researches there was not
determined statistically significant increase of the protein content in soya
bean with the increase of the quantity of mineral nitrogen.
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Furthermore the highest quantity of the nitrogen (80 kgN.ha™) influenced
on the decrease of the protein content in soya bean during both types of
inoculation. However, in all variants of fertilization in average by mixed
inoculation reached higher percentage of the increased protein content in
the grain (1,63%-1,71%). On the base of the obtained results it can be said
that in the conditions when the temperature of the air is higher than
perennial average in the region of Backa Topola in conditions of integral
soybean production, by fertilization with 50 kgN.ha™ there can be realized
economically payable yields of the protein in soybean. According to the
researches done by Trnka Olesen et al (2011) in big parts of south and
central Europe the changes of climate agro climate conditions expressed
through increased stress of the plants and the shortening of vegetation thus
increases the risk of the loss of the yields (Trnka et al., 2014). It can be said
that in the various agro ecologic conditions by the application of the
various groups of microorganisms can be alleviated the effect of the stress
and realized safer production. However, protein content, the yield and the
oil are hardly genetically tied characteristics so by increase of the proteins
can provoke the decrease of the oil content in soybean which was
determined by the researches of Popovic et al., (2013).

Organic way of soybean production

Due to listed advantages of soybean growing its representation in the organic
production is increasing. The average price of soybean from organic production
with the official report from the 19" July 2017 was 17,89 $/bushel
(http:/mvww.ams.usda.gov/mnreports/Isbnof.pdf), while from the conventional
production it was in the period from 10" to 17" July 2017 without daily
vacillation: 10,39 centi/bushel (http://www.quotesoybeanbeans.com/).

In the conclusions of Dozet et.al. (2014) on the base of the conducted
experiment and total agro economic comparation and conventional soybean
production it is stated that the yields in organic production are lower related
to conventional way of growing but observing the price per unit of measure
that the ecological soybean production is economically justified.

Total surface area in the process of certification (including organic status of
the plot area and plot area in conversion period) in Republic of Serbia are
7998 ha, plus meadows and pastures 1549 ha. The soya bean production by
ecological principles (organic production) has tendency of the increase of
the surface and in 2015 there was sown more organic soybean for 46,4% in
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relation to 2012. In 2015 there was sown 31,3% compared to other industry
plants (http://www.dnrl.minpolj.gov.rs/o_nama/organska.html).

In organic systems of the production the prevalence is given to bio
fertilizers. However the last years the number of the researches related to
application of some methods in the field of bio physics that will mark 21%
century (Lazetic et al., 1990). Application of Pulsed electromagnetic
fields (PEMP) as bio stimulators can be considered the main concept of
“quant agriculture” that is intensively debated last years (Aladjadjiyan
2012). Exposure of the seeds to the magnetic fileds before the harvest is
one of the safe ways to improve germination the development of the
plants and safer production in changed and hardly predictable climatic
characteristics (Vashisth and Nagarajan, 2010). According Aladjadjiyan,
(2012) activation of the plant growing especially of the germination can
be accelerated by using of the optimal frequency of the outer
electromagnetic field. The prevalence of the using of PEMP as a bio
stimulator of the seeds has the advantage related to traditional systems of
the production because they do not have toxic remains. The results of the
seed stimulation with PEMP depend on the characteristics of the seeds, of
the type of the plant, frequency and the time of stimulation lasting.
Nedialkov et al. (1996) by using pre harvest treatment with magnetic
fields approved the positive influence on the seed of soybean, maize,
peas, beans and gombo in terms of increase of the yield related to the
control. According to newer researches Baghel et al. (2015) it was
determined that the treatment of plants of soybean and maize increases
the intensity of the process of the photosynthesis, biomass and the yield
while Kataria et al., (2015) determined that by the treatment of the seed
of soybean and maize there was increase of the rate of the germination
and the seedling increase, faster adoption of water and activation of
enzymes responsible for the sprouting and 37.93%. That is why,
according to (Staykova et al., 2008) is necessary to find out the right
combination for the various plant species.

The researches of the organic system of growing soybean variety Valjevka
were conducted in Novi Sad on Rimski sancevi in the period 2013-2015.
As the main fertilizer there was used the poultry manure in various
quantities that satisfy the quantity of nitrogen of 0, 30, 52 kgN.ha™. Right
before the harvest there was conducted stimulation of the soybean seeds by
pulse electromagnetic field (PEMP). Stimulation was conducted on the dry
seed by the field of the low frequency 15 Hz that lasted for 30 minutes.
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In the researched period there were recorded various agro meteorology
conditions. The most adequate year for the soybean growing was 2014,
2013 was the average while 2015 was very unsuitable because of the big
drought in the period of vegetation April- September (Tab. 4).
Stimulation of the seeds influenced in the average on the increase of the
protein content from 1,6% in 2013, in 2014 with 4,45%, while in 2015 the
increase of the protein content was 3,55% which was on the level p<0,01
of the significance in relation to the variant without stimulation. The
content of the proteins was smaller in 2015 in both variants of th3e
researches. The protein content in soybean in 2015 during the stimulation
of the seed (39,28%) was for 1,45% less than the protein content
(39,86%) in 2013 that was an average year for soybean production. 2015
had the less suitable agro meteorology conditions it can be said that by the
stimulation of the seed can decrease the consequences of unsuitable agro
meteorology conditions and in and easy way provide the safer production.

Table 5. Protein content (%) in soya bean under organic fertilization
conditions with seed stimulation by pulsating electromag. field
2013 2014 2015 Average
Average monthly temperature m the 18,7 18.3 198 i8¢
vegetation (°C)

Amount of precipitation m the vegstation 448 395 389 477
{mm)
Fertllizers O kgN ha™ Without 3205 3906 3880 3897
stimulation
Stimulation 3937 4002 38.88 3042
Fertilizers 30 kgN ha™ Without 3983 3865 38.83 32.10
stmulation
Stinulation
4025 4125 3921 4024
Fertilizers 52 kgN ha™ Without 38,83 3¢9 36.17 38,08
stimulation
Stimuliation
3295 4095 3975 4022
Average % protems Without 3823 38986 3793 3
stimulation

Stonulation
3086 4074 3928 3896

Source: Cvijanovi¢ M. 2017
Conclusion
Without any doubts the global warming leads to aggravation of the agro

climatic characteristics significant for the primary plant production. Due to
the unpredictable heating ways, droughts and the shorten of the vegetation
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period leads to the decrease of the yields of the basic tiller cultures. The
number of the unsuitable years of the agro culture production in the various
climate zones is increasing constantly. Sustainable way of soybean
production in the conditions of the increased average temperature of the air
and the leak of the precipitation Sustainable soya bean production in
conditions of increased average air temperature and lack of precipitation in
order to increase protein content / yield is possible.

In the integral production by inoculation of the seeds with mixed bacteria
species of microorganism groups (symbiotic and bacteria promoters of the
plant growing) it is possible to realize stabile production of soya bean with
the content of the protein of 41,05% during the fertilization with 50 kgN.ha™.

In the organic production by using of the methods from the biophysics field
(by stimulation of the seeds by electro magnetics field of low frequency can
be realized economically justified production of soya bean with the protein
content of 40,24 % with the fertilization with 30 kgN.ha™, while with the
fertilization with 50 kgN.ha™ the protein content was 40,22%.

The yields in the organic production are lower relative to the conventional
way of growing but considering the price on the unit measure, ecological
soya bean production is economically justified.
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WORLD'S LAND GRAB AND SUSTAINABLE AGRICULTURAL
DEVELOPMENT, FOOD SECURITY AND RURAL POVERTY

1
Ivan Lovre

Abstract

After the outbreak of the 2007-2008 global financial crisis caused a food
crisis, the world faced a revived interest in the global food system and its
potentials to feed the growing world population and ensure the ecological
sustainability of the planet. The crisis manifested all the instability and
vulnerability of the food system to the shocks of extreme climatic
disorders, energy and financial markets, as well as the state market
interventions. It has become obvious that the combination of these factors
has a devastating impact on the poorer part of the population with a
growing influence depending on the poverty degree, natural resources
and the environment. Nowadays, not even Western theorists dispute that
extensive acquisitions of agricultural land represent deep contradictions
in the corporate food regime.

Keywords: Acquisitions, Investments, International institutions,
Agricultural land, Food security, Rural poverty.

Introduction

During the global financial and food crisis in 2008, the world witnessed an
unprecedented (excluding the period of colonial conquest) global race for
the appropriation of large areas of agricultural land. In journalism and
literature, the term 'land grab' was created, defining the loss of agricultural
land of the rural population due to extensive acquisitions either by foreign
corporations, funds or states, or by purchase, leasing arrangements or some
other form of long-term control. Agricultural (and to a lesser extent, forest)
land has become the potential for investment benefits in food-deficient
countries, but also for private investors who have sought new financially
beneficial sources during the economic disorders. The trend is so
conspicuous that it causes, on the one hand, a solicitude avalanche by

! Ivan Lovre, PhD, an expert associate, Republic Institute for Forensic Expertise, Novi
Sad, E-mail: lovreliman@yahoo.com
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media, researchers, activists and ecologists who argue that private land
investment have encouraged the development of monocultural, export-
oriented agriculture, endangering global food security. On the other hand,
however, the proponents of extensive land acquisitions advocate the idea
that investments enable the countries with fragile food security to gain
access to agri-food resources, and that the "host countries" benefit from
these investments in the form of improved agrarian infrastructure, new
technologies in food production and growing employment advantages,
denoting this trend as a "win-win" outcome. Although the rhetorical
verification of this outcome is expanding, there is no evidence that the rural
economy and the living standard of the rural population have been
improved in the countries where extensive land acquisition has taken place.
Moreover, despite the appeals of international institutions (including the
United Nations and the International Food Policy Research Institute -
IFPRI) for the adoption of the International Land Acquisition Code?, most
of the acquisition agreements are neither transparent nor they have
improved the status of small agricultural households.

Beyond doubt, international acquisitions of agricultural land are
unprecedented in recent world economic history. "Land grabbing under
colonialism was tragedy, this time (it is) repeating as farce."® Therefore,
the intention of this paper is to highlight the trends and motives of
international acquisitions of agricultural land, control transfer from the
public to the private sector and from domestic to foreign entities as the
crucial factor in the food production, as well as their implications for food
security and rural population.

% In 2009, in its publication "Land Grabbing by Foreign Investors in Developing Countries:
Risks and Opportunities," IFPRI appealed for the adoption of an international code of land
acquisitions. According to this Institute, the code should be binding for both foreign
investors and host countries, in order to protect the interests of small farmers, the
environment, biodiversity, water and land resources from the dangers arising from large
scale investments in agricultural land. In 2014, framed by FAO, the World Food Safety
Committee adopted the Principles for Responsible Investment in Agriculture and Food
Systems (see more in FAO, CWFS, 2014). In 2012, the same Committee adopted
guidelines for responsible governance of agricultural, fishery and forestry resources.
However, from the very title of this guide (Voluntary Guidelines on the Responsible
Governance of Tenure of Land, Fisheries and Forests) it is clear that the elaborated
principles are non-binding (FAO, CWFS, 2012 and FAO, 2016a).

° McMichael, P. (2012), p. 681.
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The rationales for acquisitions of agricultural land

The phenomenon of the sale and purchase of agricultural land is the result
of a combination of factors that are motivated by price volatility on the
world market, the global food crisis, and a high level of speculative
activity. However, the three basic factors determine massive land
acquisitions: 1) the efforts of food-deficient countries to ensure a
satisfactory level of food security 2) the growing demand for biofuels and
industrial processing of agricultural products; 3) the investment rise in both
the land market and the agri-product market, in order to generate profit.

Factors affecting food security are numerous. The rise in food prices,
influencing the deterioration of payment balance and inflation rate, as
well as climate changes, low-quality and scarce land, and water resources
shortage coupled with economic growth and demographic change have
motivated many countries in Asia and the Middle East to review their
food security policies. Endeavors of many countries to stabilize the
supply of food on the domestic market have manifested themselves as
acquisitions of agricultural land abroad, hoping to avoid significant
disturbances in the demand and food supply balance. The fear of global
food shortages is still inherent since the food prices are on a relatively
high level. At the same time, being the core of the global food problem,
the emergent food demand has not been reduced in the countries of Sub-
Saharan Africa. In addition, the Persian Gulf States, with scarce
agricultural resources and abundance of oil and foreign exchange
reserves, have experienced supply and demand imbalance, as their food
deficit has burdened their payment balance. Net food imports in these
countries increased from $8 billion in 2002 to around $30 billion in 2015.
Therefore, these countries make efforts to gain agricultural resources
necessary for food production. The countries of the Far East (primarily
China, Japan and South Korea) are also seeking for significant
acquisitions of agricultural land abroad as a part of their strategy for
achieving food security.*

Another important point, which defines extensive land acquisitions, is
derived from energy strategies of primarily developed countries. The shares
of renewable energy production and consumption have been generally
defined by energy development strategies of most of the developed

* The example of China is more than illustrative. China, with a share of 19% in the world
population, has only 8% of the world's agricultural land.
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countries.” Agricultural crops (cereals, oil crops, sugar cane, etc.) are very
suitable (technologically and financially) for this type of industrial
processing. Attracted by the growing demand for biofuels, investors (mainly
from the private sector and developed OECD countries) literally rushed
purchasing vast areas of agricultural land in developing countries, with the
aim of making them suitable for the production of biofuels. Generally
speaking, bioenergy crop production in underdeveloped countries has
comparative advantages over their production in developed countries,
primarily due to lower labor costs, lower costs of buying and leasing land.

Finally, institutional and private investors have identified agricultural land
as an exceptional investment advantage that creates significant incomes.’
The growing interest of investors can partly be explained by their
reorientation from the traditional commodity markets to the agricultural
product market, which is motivated by the "explosion" of agricultural and
food product prices. The price increase of agricultural and food products
has led to the profits exceeding those made on traditional markets of
metals and oil. After 2008, the number of investors expecting a high level
of capitalization in the agricultural product market has rapidly increased,
and investments in land and agricultural operations have expanded
throughout the world. Moreover, apart from institutional and private
investors, many developed and developing countries with emerging
economies have formed state or public-private funds with the primary
goal of investing in the purchase or lease of agricultural land.

On top of these factors, the fact that a demand for agricultural land is a
derived demand, since it originates from the demand for agricultural
products, should not be ignored. This means that the demand for land
responds to the growth of prices (demand) of agricultural products. The
implications of the growth in demand for agricultural products on the land

> For example, the EU has set a goal of 10 percent of energy used in land transport to come
from biofuels by 2020.

S The paper length does not allow a more detailed presentation and analysis of extensive
acquisitions by investment funds and companies. Here are a few examples: Morgan Stanley
has bought 40,000 ha in Ukraine, Goldman Sachs has taken over the production of livestock
and poultry meat, including agricultural land in China, the Swedish investment group Black
Earth Farming and Alpcot-Agro, together with the British investment group Landkom,
bought 600,000 ha in Russia and Ukraine, while the Al Quadra investment group from Abu
Dhabi has bought huge land plots in Morocco, Algeria, Pakistan, Syria, Vietnam, Thailand,
Sudan and India. Trigon Agri A/S, based in Denmark, controls about 170,000 ha of
agricultural land in Russia, Ukraine and Estonia, etc.
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market under the conditions of scarce and abundant land supplies are
described in Chart 1. The growing demand for agricultural products
causes the movement of the land demand curve and the implicit growth in
demand for other inputs. If the supply of land is more abundant (left part
in Chart 1), the supply of land will be more elastic causing the rise in land
prices (or rents) and the expansion of arable land. However, in the
conditions of less scarce land (right part in Chart 1), the price of land (or
rents) will rise more distinctively with lower land expansion. Of course, it
should be kept in mind that the land supply price elasticity is close to
zero. Numerous empirical studies have shown that this size ranges from
0.05 in the short term to 0.15 in the long term. All these theoretical-
empirical considerations should be taken into account in the following
text, which deals with the orientation implications of the FAO
development projections of the world agriculture.

The most reliable projection of aggregate demand for agri-food products
was made by FAO. According to FAO, the projected demand for
agricultural products is expected to grow at a rate of 1.1% per annum’ by
2050 and this point should be taken into account in the assessment of the
acquisition of agricultural land in the future.

Chart 1. The effect of changes in the supply and demand for land
P, P,

X, X, X,
— -
Source: Hertel, W. T., Baldos, C. L. U., 2016, pp. 47.

7 Aggregate demand for agro-food products is well approximated by the form: AT=s + dE4
(AT - aggregate demand; s - population growth rate; d - income per capita growth rate; E; -
income elasticity of demand). The projection listed in the text is based on the elements of
the form: s = 0,75%; d = 0.85%; E4 = 0.4. See further at Alexandratos, N., Bruinsma, J.
(2012): "World Agriculture Towards 2030/2050: the 2012 Revision", ES4 Working paper,
No. 12-03, FAO, Rome.
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Apart from the demand for agro-food products, two more exogenous
factors determine the agricultural land use extent: productivity and
changes in land supply. Productivity is a function of biophysical
properties of soil, climatic conditions, availability of water resources,
degree of soil degradation and the achieved technological level. Changes
in the land supply are determined by a number of factors, among which
the most important are urbanization, climate change and a demand for
non-market services from agricultural land.

In addition to the aforementioned exogenous factors, the endogenous
factors affecting changes of agricultural land use are price elasticity of
demand for agro-food products, price elasticity of supply of agricultural
products and price elasticity of land supply.

The following mathematical relation approximates the influence of
individual, exogenous and endogenous factors on the equilibrium volume
of growth in land use®:

[ ]
AR + A7 — AP
0 =}~ P |- a8 ®
JA_ 4 A
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where the symbols denote the following:

Q" — equilibrium volume of agricultural land use;

A2 — changes in demand for agricultural food products;
A3 — changes in supply of agricultural land;

AP — changes in demand for agricultural land;

n& — price elasticity of demand for agricultural products;
r)fl" — price elasticity of supply of agricultural products;
nfl’E — value elasticity of land supply.

From the equation (1) it is not difficult to carry out an equilibrium growth
approximation of the land price (P;):

pe_ MR tAf—ap -
Endt et ?

¥ The mathematical equation was formulated by Hertel W. T (2011), and the mathematical
derivation of relations can be found in Hertel, W. T., Baldos, C. L. U. (2016).
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The equations (1) and (2) serve as a relatively precise analytical
instrumentation to quantify factors influencing the extent of agricultural
land use. The paper length does not allow a detailed explanation, but it is
sufficient to state that the equation provides the extent to which the
growth of the land price affects the intensification of agricultural
production by substituting land with variable inputs. From equation (2) it
is obvious that the long-run equilibrium land price is equal to the net
effect of exogenous factors divided by the sum of three key elasticities.
Based on the elements presented in the FAO projections of the global
agriculture development by 2050, the real price of agricultural land in the
world will be growing at an average annual rate of 1.75%, with a slightly
lower average land demand growth (1.25%). With the questions raised
whether global agriculture will be able to feed an additional 2 billion
inhabitants, meet the rising demand for biofuels, provide enough raw
materials for industrial processing (textile industry), "absorb" the
increased amounts of carbon, with retarded yield growth, degraded
agricultural land and scarce water resources, it is evident that investors'
demand for agricultural land will increase in the future. However, from
the point of view of the above dilemmas, it is not questionable whether
there will be enough land for the needs of agriculture, but how the price
effect of increased demand for agricultural land will be manifested. As
shown, the land market will primarily depend on the long-term elasticity
of the supply and demand of agro-food products.

Range of international agricultural land acquisitions

Historically, land is one of the most endangered resources in many parts of
the world. Numerous factors define this indisputable fact. First, land is an
important economic factor for the production of food and other primary
products, it is irreplaceable and limited. In modern economic conditions and
present economic stage, land has become an even more precious resource,
manifested in an unprecedented appropriation of the resource. Second, unlike
other resources, land has a multifunctional role for the population. On the
one hand, it is a territory for cohabitation of human communities and a social
insurance for rural households on the other, so its value cannot be assessed as
a mere accounting category or only based on the commercial value of its
products. In short, apart from its economic significance as a limited resource,
land is an important element in the cultural, social and political values scale.
Therefore, land, as a scarce natural resource, i.e. a scarce economic factor of
production, often causes competing demands among different social groups.
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Competitive land aspirations tend to escalate in conflicts, often violent,
among and between different categories of people.

Data sources on agricultural land acquisition in international frameworks
are basically unreliable, contradictory and incomplete. In an effort to
make the phenomenon of international acquisitions pompous, a certain
number of sources overestimate the scope of acquisitions. Therefore, the
authors of this study used a relatively reliable source of information
provided by GRAIN, an international non-profit organisation, which
systematically records acquisitions of agricultural land. Reliability of the
records has predisposed the time range of the presentation of agricultural
land acquisitions. According to the latest report [Grain, 2016], from 2006
to 2016, in the international framework, the acquisitions of just over 30
million hectares of agricultural land were carried out (Tables I and 2).

Contrary to the ingrained belief that the largest acquisitions have taken
place in the underdeveloped countries of Africa, Asia and Latin America,
and the countries of Central and Eastern Europe, it is evident that the
largest areas were acquired in Australia (over 7 million hectares), and then
in Brazil (2.7 million), Russia (2.5 million), Sudan (2.3 million hectares),
etc. It is characteristic that the "old" EU member states (15 countries) are
practically not subjected to the acquisition of agricultural land, primarily
due to their restrictive regulations despite declarative commitment to the
free market. They sold just over 10,000 hectares (5,600 ha in the UK and
5,050 ha in Spain). It is evident that the "new" members of the EU are
considerably less restrictive about the ownership acquisition over land.

On the other hand, the largest investments in agricultural land have come
from developed countries, oil producing and exporting countries (OPEC)
and emerging economies with scarce agricultural resources (the
aforementioned example of China, and India). British investors (with
extensive state owned or parastatal funds) bought or leased the largest

? Borras M. S. and Franco C. J. (2010) estimate that as much as 100 million hectares of
agricultural land were acquired in various regions of the world by 2010. And this data should
be taken with a reserve, because it is their approximate assessment. Some other literary and
media sources mention the data of 230 million hectares. However, when individual
contracted leases and land sales are exposed to a detailed analysis, it is obvious that these are
overestimates. For example, the information in this note also includes the intention of the
Korean company Daewoo Logistics to rent a half of the total agricultural land in Madagascar.
However, due to fierce public protests, the Lease Agreement was suspended, while the
government of Madagascar resigned.
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land area (6.6 million hectares).'® The "old" members of the EU (15
countries) have totaled over 10 million hectares of agricultural land.

Table 1. Destination countries of agricultural land acquisitions from
2006 t02016

Country Area (ha) Country Area (ha)
Australia 7.372.365 | Peru 80.149
Brazil 2.721.102 | Malaysia 77.000
Russia 2.469.046 | Mali 76.275
Sudan 2.305.640 | Pakistan 69.000
Indonesia 1.582.458 | Uganda 66.800
Papua New Guinea 1.256.115 | South Africa 62.500
Ukraine 1.107.800 | Venezuela 60.000
Mozambique 1.015.294 | Bolivia 57.845
Congo 965.000 | Namibia 56.200
Cote d'Ivoire 673.170 | Burma 50.000
Liberia 639.942 | Poland 33.100
Sierra Leone 637.742 | Mauritania 31.000
Argentina 513.116 | Jamaica 30.000
Ethiopia 489.912 | Czech Republic 24.400
Guinea 452.000 | Serbia 24.000
Cameroon 435.105 || Slovakia 20.167
Gabon 407.300 | Senegal 20.000
DR Congo 331.580 | Madagascar 18.558
Nigeria 330.991 | Morocco 15.515
Zambia 314.369 | Hungary 11.300
South Sudan 296.000 | Kenya 11.000
Romania 224.235 | Zimbabwe 10.813
Tanzania 219.370 | Kazakhstan 10.000
Paraguay 208.549 | Lithuania 8.900
Gambia 201.000 | Tajikistan 6.300
New Zealand 188.578 | Guinea-Bissau 6.000
Cambodia 168.000 | United Kingdom 5.600
Philippines 158.550 || Spain 5.050
Colombia 154.663 | Malawi 4.991
Algeria 151.000 | Sao Tomé and Principe 4917
USA 150.173 | Benin 4.800
China 145.300 | Mauritius 2.500
Uruguay 144.178 | Latvia 1.895
Bulgaria 128.199 | Belize 1.600
Egypt 109.060 | Switzerland 1.386
Ghana 108.215 || Fiji 1.212
East Timor 100.000 | Rwanda 1.000
Angola 98.500 | Turkey 1.000
Laos 87.480 | Tunisia 70

Source: The author's calculations based on GRAIN, 2016, (Annexe 1.
Land deals 2016).

' The large-scale acquisitions of investors from the UK are motivated by defining the
British targets for the share of biofuels in total energy consumption. The African
Biodiversity Network has severely criticized the UK for sacrificing African soil, forests
and foods to meet its energy needs due to its bioenergy targets.
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Table 2. Origin countries of investors in agricultural land acquisitions

from 2006 to 2016
Country Area (ha) Country Area(ha)

United Kingdom 6.639.283 | Vietnam 120.803
USA 3.064.570 | Czech Republic 110.000
Malaysia 2.760.895 | Thailand 100.100
China 2.685.043 | Lebanon 96.200
UA Emirates 1.869.593 | Portugal 97.161
Singapore 1.464.344 | Mauritius 93.267
India 1.096.379 | Romania 90.000
France 936.099 | Moldova 54.000
Turkey 780.000 | Bangladesh 45.000
Canada 586.882 || Libya 35.000
Kazakhstan 550.000 | Zimbabwe 30.000
Germany 529.645 | Australia 23.691
Qatar 477.000 | Austria 21.000
Luxembourg 422.841 || Brunei 20.000
Sweden 399.556 | Iran 20.000
Indonesia 380.000 | Estonia 19.000
South Korea 380.867 | Ivory Coast 16.000
Spain 286.070 | Israel 14.650
Egypt 342.756 | Norway 14.218
Saudi Arabia 332.983 | Djibouti 14.200
South Africa 325.113 | Jordan 12.700
Japan 315.000 || Lithuania 10.000
Russia 307.000 | Bahrain 10.000
Algeria 300.000 | UEMOA” 10.000
Argentina 284.657 | Cayman Islands 9.164
Denmark 240.942 || Cape Verde 7.000
Netherlands 237.297 | Mexico 5.420
Italy 232.624 | Unknown 4.272
Belgium 225.286 | New Zealand 1.150
Switzerland 189.612 | Kuwait 1.000
Sudan 162.000 | North Korea 1.000
Brazil 123.607

Source: The author's calculations based on GRAIN, 2016, (Annexe 1.

Land deals 2016).

*UEMOA: West African Economic and Monetary Union of eight states:
Benin, Guinea-Bissau, Burkina Faso, Cote d'Ivoire, Mali, Niger, Senegal

and Togo.

Particularly interesting is the case of the US, the largest net exporter of
agro-food products, which has cultivate over 3 mil. ha abroad, despite its

own abundant agrarian resources. "'

Unfortunately, it was not possible to calculate the prices for which
agricultural land was purchased or leased, since the contract reports state the

"1t should be emphasized that the US states belonging to the so-called "corn belt" do

not allow the penetration of corporate capital in agriculture.
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planned or obligatory amount of investments, which, except the price of
land, include investments in other forms of fixed assets (construction objects,
processing capacities, livestock, etc.), and also often in working capital.

Land acquisition implications for food security and rural poverty

Although food prices on the world market have been stabilized after the
culmination of the 2006-2008 food crisis, it is difficult to deny the fact
that food security is still one of the burning problems of the world. The
food crisis has increased the number of hungry in the world for additional
40 million inhabitants, so the total of 900 million people suffers from
hunger or permanent malnutrition. While the imbalance in the supply and
demand of agricultural products is a historically normal phenomenon,
some specific elements contributed to the recent crisis, such as:
uncontrolled financial speculations, an excessive demand for the biofuel
industry, an enormous pressure on the quality and quantity of available
land and water resources, and an uncertainty of climate change impacts
on the volume of agricultural production.

It is evident today with a high degree of consent, that the transfer of
control over agricultural land and food resources from domestic to foreign
owners or leaseholders represents a particular threat to local food security.
Obviously, this transfer of control narrows the ability to achieve the food
self-sufficiency of underdeveloped and poor countries. Moreover, many
of these countries are net food importers or even emergency food aid
recipients (e.g. Madagascar, Sudan, Kenya and Cambodia). These
countries have experienced high levels of hunger and poverty followed by
social unrest, and it is difficult to justify the transfer of fertile soil to the
control of foreign companies and funds. It would be more logical to use
the land to increase the domicile production volume. In addition, the
import dependence of states (especially in Africa) has increased after
privileged access of food corporations to agrarian resources. Numerous
records indicate that land sale and lease contracts suffer from a lack of
transparency and are a typical example of poor governance by the state.
Namely, these countries do not incorporate mechanisms that would
protect the rights of the local population into the contracts. Furthermore,
local communities are usually not informed about land concessions to
private companies (Cotula, 2013). Unsecured and unreliable land rights,
inaccessibility of registration procedures and unclearly defined production
requirements greatly endanger the position of the local population.
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Promotion of massive estates represents a potential threat to the rural
population.*Foremost, the production methods on a large estate discourage
traditional production methods used by a large number of small farmers.
This emphasizes the problem of "deagrarisation" of rural areas and they
become territories more receptive to intensive accumulation of capital.
However, numerous studies have convincingly shown that this method of
agricultural development is in deep contradiction with the development of
the rural economy and traditional agrarian forms as imperatives of
economic development in underdeveloped countries. Cotula, L. (2013) has
shown that extensive investments in agricultural land and long-term land
purchase or lease agreements have never intended to support or contribute
to integral rural development. Although it provides higher yields per unit
area, monocultural, large-scale industrial production is less productive, less
efficient and less conductive to overall economic development than small,
multifunctional farms. It need not be specially proven, and the experience
from the so-called "Green Revolution" has convincingly demonstrated that
small holdings with integrated plant and animal production generate higher
added value per unit area, and contribute to the reduction of rural poverty.
Likewise, monocultural production is a potential threat to environmental
degradation, soil salinization and loss of its production potential.

The role of international institutions in aquisitions of agricultural land

In response to the food crisis, the World Bank, as well as many other
international financial institutions, advised developing countries to
establish social security networks and eliminate customs duties on basic
food products. While the World Bank (IBRD and IDA - International
Development Agency) provides credit and non-credit assistance to
governments, the third branch of this bank, the International Finance
Corporation (IFC), provides loans and advisory and technical assistance
to the private sector. The World Bank has set up a Global Food Crisis
Response Program (GFRP) with a fund of US$1.2 billion intending to
react quickly in the fight against hunger. In its report, the World Bank
(Byerlee, D., Deninger, W. K., 2010) considers large-scale land

"> The United Nations estimate that 60 million indigenous people in underdeveloped
countries are at risk of displacement due to the production of agricultural crops for biofuels.
A few hundred thousand small farmers were literally expelled by forming the so-called
Soybean Republic, which covers an area of 50 million hectares in southern Brazil, northern
Argentina, Paraguay and eastern Bolivia. The notorious fact that there are around 1.5 billion
small farmers in the world with less than 2 hectares should not be neglected.
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acquisition as a suitable means of poverty reduction through rural
employment and the establishment of contracted agriculture.

On the other hand, Foreign Investment Advisory Service (FIAS) of the
World Bank Group (a joint service of International Finance Corporation
and the World Bank) encourages private investments in agribusiness and
land markets in developing countries. in addition to encouraging private
investors to buy or lease land, IFC and FIAS contribute to the
construction of the infrastructure necessary to capitalize investments in
the agribusiness sector. Also, these institutions are engaged in developing
countries with advisory services aimed at eliminating prohibitive
legislation in the land market and transferring profits abroad.

A special aspect is the role of international financial institutions in
agriculture supporting based on genetically modified seed and other
intensive technological inputs. Since 2009, the IFC and the Alliance for
Green Revolution in Africa (AGRA)", in partnership with many other
organizations and corporations, have been engaged in "the growth of
agrarian productivity and income" of poor farmers in Africa. Their
approach to the policy of supporting small farmers in Africa is conceived
along the whole "value chain", including the land, water and genetically
modified seed market. In the contracts with African countries, these
institutions focus on privatisation of agricultural land by supporting
"market solutions for food security" and certification of agricultural
producers for the production of export crops. However, numerous studies
indicate that the policy of these institutions in food security is more a part
of the problem than its solution. These studies have come to a unanimous
conclusion that, after philanthropic masks of these institutions are removed,
multinational corporations competing for the control in the markets of
genetically modified seed, food and chemical inputs can be revealed.

Conclusions

Extensive international acquisitions of agricultural land are characterized
by several evident contradictions. The first one is related to the role of the
state and the market, ensuring adequate food security, primarily in
developing countries. International institutions are proponents of the thesis
that the development of agriculture in these countries must be based on

" AGRA has been continuously financially supported by Gates and Rockefeller
foundations. AGRA General Director is the former UN Secretary-General Kofi Annan.
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market solutions and land control by the private sector, with a lower share
of state regulations. Solutions that offer a higher level of food security are
based on the growth of agricultural productivity through voluminous large-
scale investments. However, the experience of countries where extensive
investment in land acquisition has been achieved shows that food security
has not been significantly increased but considerably reduced in many.
Moreover, the African and Asian countries in which the largest acquisitions
are achieved are the emergency food aid recipients.

The second contradiction relates to the role of science and technology in
agriculture. The attempt to alleviate poverty in rural areas by aggressive
investments in agribusiness and capital-intensive investments has resulted
in the displacement of the population which based its existence on small
estates and deterioration of their already poor economic position, which
worsened food security and degraded food sovereignty in many countries.

The third contradiction stems from the direct competition of acquisitions
of agricultural land oriented to intensive, monocultural, export-oriented
production and production for the domestic market. It has been shown
that extensive acquisitions have increased food insecurity in most of the
countries that were the "hosts" of acquisitions.

Finally, it should be emphasized that growth in food production does not
automatically mean an increase in food security. For food security, it is
more important that producers have access to modern scientific
innovations and technology and the population which has the purchasing
power to access food. In the countries with hunger and poverty epidemics,
the urgent issue is not how to increase the productivity of agricultural
land, but how domestic producers should increase the volume of food
production with low production costs, available technology and inputs. It
is evident that corporate agriculture does not provide a stable food
production in developing countries either in short or long term. On the
contrary, the volatility of the prices of agricultural and food products has
increased with corporate control of production and trade, endangering the
living standard of domestic producers. There is no doubt that the
fundamental contradiction between the growth of agrarian investment and
food security and rural well-being is only aggravated by commercial
acquisitions of agricultural land.
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CONNECTEDNESS TO NATURE AMONG STUDENTS OF
AGRICULTURE AS A FACTOR OF SUSTAINABLE
AGRICULTURAL DEVELOPMENT IN SERBIA'

Jelena Karapandzin, Vesna Rodic’

Abstract

The paper examinees the connectedness of students of agricultural
sciences to nature. This was measured using a modified version of
Inclusion of Nature in Self scale. The results of the survey conducted on a
sample of 800 students from the Faculty of Agriculture (University of
Novi Sad) indicate that 45.7% view themselves completely united with
nature, while the rest see themselves more or less detached from nature.
The results obtained suggest that additional efforts have to be made
towards strengthening the students’ sense of connectedness to nature.
Therefore, future curricula reforms should pay more attention to
practical work placement.

Key words: connectedness, students, agriculture, measuring, INS
Introduction

Connectedness to nature is a frequent research topic (Gosling and
Williams, 2010; Lieflinder et al., 2013; Zelenski and Nisbet, 2014),
primarily in the area of environmental awareness. It is defined as the
feeling of being the same with nature, being safe in nature, having
positive emotions towards nature. Nature connectedness is interpreted as
“the extent to which an individual includes nature within his/her
cognitive representation of self” (Schultz, 2002, according to Mayer and
Frantz, 2004) and it is very useful in understanding attitudes and
predicting environmental concern and sustainable behavior as increasing
research evidence confirms connectedness to nature to be a significant
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factor which leads to pro-environmental behaviour and decision making
(Lokhorst et al., 2014; Frantz and Mayer, 2014).

Kals et al. (1999) and Lokhorst et al. (2014) showed that the affinity to
nature is directly related to the intentions and decisions regarding
conservation behaviour. Miiller et al. (2009) pointed out that emotional
affinity towards nature is a powerful predictor of ecological behaviour
and that the experience of responsibility towards nature represents a
stronger motive for the long-term environmental commitment than is the
case with situational appeals, which change the behaviour only
temporarily. Hinds and Sparks (2008) emphasize that the experience of
the natural environment is significantly correlated with pro-environmental
behaviour, such as recycling, supporting petitions for protection of the
environment and the use of public transport. Even with the control of
social desirability and ecological worldview, a higher level of nature
connectedness is a powerful predictor of ecological behaviour (Davis et
al., 2009). These results suggest that the commitment to the environment
is a new theoretical construct that can predict the environmental
behaviour (Davis et al., 2009). Gosling and Williams (2010) showed that
a higher degree of nature connectedness leads to a higher valuation of
other living beings, thus leading to increased pro-environmental
behaviour. Likewise, Srbinovski (2006) points out that "one of the basic
assumptions of environmental qualification is the satisfaction with the
quality of ome’s environment, which is manifested through emotional
relationship to it." Davis et al. (2009) argue that if an individual feels the
closeness and connection with nature, he/she is in an interdependent
relationship with nature, in the sense that the well-being of nature affects
their personal well-being. In addition, connectedness to nature also
influences the way of thinking and decision-making. Leong et al. (2014)
suppose that individuals who are more closely connected to nature are
more likely to approach the problems in a manner which is (more) holistic
and (more) innovative. Namely, if a person felt completely connected
with nature, its destruction would be perceived as a process of self-
destruction (Suzuki et al., 2007).

It can, therefore, be concluded from the previous research in this area that,
in order to effectively solve environmental problems, i.e. to act in an
environmentally responsible manner, people need to feel part of nature.
Based on that, Mayer and Frantz (2004) argue that the evaluation of
individuals’ environmental awareness requires among other things,
determining the extent to which they see themselves as part of nature; that
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is, determining whether they consider that they belongs to nature and how
they relate their personal wealth to natural wealth.

Taking into account the specific characteristics of agricultural production
in terms of connection with nature (inseparability from nature, significant
influence of natural conditions on the results achieved and the necessity
of working with and on living things - plants and animals), it is necessary
to determine the degree of connectedness between students, as future
decision-makers in the field of agribusiness, and nature. In addition, it
should be noted that modern, intensive agricultural production is one of
the prime causes of environmental pollution, the fact that additionally
strengthens the need to examine the state of environmental awareness
among students of agriculture as the degree of their awareness largely
influences the future sustainability of agricultural production
(Karapandzin et al., 2014).

Given that Lokhorst et al. (2014) unambiguously determined that if
farmers feel closer to nature their desire to protect the environment
increases, this paper attempts to determine the degree of connectedness to
nature among the students of the Faculty of Agriculture in Novi Sad, as
future decision makers in this field. The starting hypothesis is that this
connection is currently insufficient and that additional efforts have to be
made towards strengthening the students’ sense of connectedness to
nature since their orientation towards protecting the environment is a
prerequisite for (more) sustainable agricultural development in Serbia.

Methodology and data collection

The connection of individuals to nature can be determined using various
methods and measured using various scales. In this research, for
determining the students of agriculture connectedness to nature we used
the INS scale (Inclusion of Nature in Self Scale) developed by Schultz
(2001). Schultz actually adapted Venn diagram (which consists of series
of pairs of circles connected to different extent) which was conceived by
Aron at al., 1992 (according to Davis et al., 2009) to measure the
closeness of an individual to others (where one circle represents an
individual ("I"), and other the individuals' with which to measure the
closeness ("partner"). The circles in Schultz's INS scale represent the
individual and nature. This scale has become a widely accepted
instrument for measuring the connectedness of individual to nature.
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The original scale offers seven pictures which show different degrees of
overlapping between the two circles which represent a participant and
nature. However, for the purpose of this research, the original scale was
adapted to four pictures (pairs of circles) in order to improve the
instrument’s layout and clarity. The authors are of the opinion that this
did not significantly affect the accuracy of measurement (Figure 1). This
scale provides an easy and illustrative way of choosing the graphic
representation which best reflects the participants’ experience of
connectedness to nature.

Figure 1. Simplified version of Schultz’s INS Scale

Source: Authors based on original INS (Schultz, 2001)

Primary data for the research were collected during April 2013 from the
students at the Faculty of Agriculture, University of Novi Sad (one of the
three agriculture faculties in Serbia). The sample included 800 students,
which is more than a third of the total number of students enrolled at the
undergraduate academic studies in 2012/2013 school year. The survey
covers all study programs and all years of study. In the sample, the most
common group were first-year students (39.5%), which is consistent with
their participation in the total number of students, while the second year
students made 17.8%, the third year students 21.6% and the fourth year
students 17.8% of the surveyed students. Since the Faculty of Agriculture
in Novi Sad also offers an integrated five-year study programme of
Veterinary Medicine, the sample also included fifth year students who
make up 3.4% of the total number of respondents.

The students were explained the main purpose of the research and were
asked to voluntarily and anonymously complete the questionnaire. The
questionnaire was divided into several parts and consisted of a series of
questions aimed at collecting data on various aspects of students’
environmental awareness. The research results presented in this paper
concern only the surveyed students' connectedness to nature.

The collected data were analysed using the software package for
statistical analysis in the social sciences (SPSS). Indicators of descriptive
statistics were used and the differences between respondents in terms of
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particular characteristics and the impact of these characteristics on the
respondents’ connectedness to nature were determined using Mann-
Whitney U test and Kruskal-Wallis test. With questions where the
respondents were asked to express their views a four point Likert scale
was used with 1 corresponding to the attitude "not at all important” and 4
meaning "extremely important to me." The standard five-point Likert
scale was replaced with a four point scale to eliminate the problem of
students’ “avoidance” of response, which occurred in the previous survey
(Karapandzin, 2015) mainly due to the students’ lack of experience with
participating in this kind of research.

Results and discussion
Basic data about the participants

In the research sample the female-male ratio was 52:48 (Table 1) which is
close to the ratio in the students’ population. There were slightly more
students who stated that they lived in urban than in rural area (53.4:46.6).
The data concerning the residence of all students are not available to the
authors, but it can be assumed that there are no large discrepancies
between the research sample and the students’ population in this respect,
although this assumption is based only on personal insight, not on actual
data. This is indirectly confirmed by the results of the survey conducted at
the Faculty of Agriculture in Novi Sad in 2011 and 2012, where the
relationship between the urban and rural residents was 51: 49 (Jankovié¢
and Novakov, 2012).

Due to the difficulty in obtaining accurate data on household income, and
the importance of this variable i.e. the potential impact of the students'
financial situation to their connectedness to nature, the students were
asked to rate their family's financial position. Four out of five students
evaluated their family situation as average, while others, in approximately
equal proportions, assessed their situation as above or below the average.

With regard to the socio-economic situation in the country and low living
standards of the majority of the population this finding does not mean that
the sample was unrepresentative in this respect, but rather that it reflects
the students’ perceptions of their financial situation in comparison to
those around them.
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This should not be surprising given that university education in Serbia
requires considerable funds on the part of families of students, and that
significantly fewer students come from families of below average income,
while many students who are better suited financially are educated abroad
and at private colleges.

Because of the potential impact of parental education on the students'
sense of connectedness to nature, the respondents were asked to indicate
the level of education of their parents (guardians). As Table 1 shows, over
two thirds of parents have secondary school education, and every fourth
parent has a college or university degree.

Table 1. Basic data about the participants

Sample

Characteristic composition
(Y0)

Sex Male 48.1
Female 51.9
. Rural 46.6
Residence Urban 534
Student’s rank of family financial Below average 10.3
position Average 80.8
Above average 8.9
Elementary 4.8
Father’s level of education Secondary 68.0
College/ University 27.2
Elementary 7.7
Mother’s level of education Secondary 65.8
College/ University 26.5

Source: Authors

This educational structure is more favourable than the educational
structure in the province (where the majority of students come from) and
the country as a whole’.

3 According to the 2011 census in the Republic of Serbia 48.93% of the population aged
15 and over had secondary school education and 16.24% had college or university
education, while in Vojvodina province, the percentage was 50.91% and 14.08%
respectively (Census, 2011).
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Students' connectedness to nature and the influence of specific
variables

The results show that the vast majority of respondents feels connected to
nature to a certain extent. The students who feel completely united with
nature i.e. those who have chosen the picture number 4, with fully
overlapping circles presenting the individual and nature as a complete
unity, represented the largest group of respondents (45.7%). Picture 3
which shows significant overlap was chosen by about a third of
respondents (32.4%). Picture number 2, which shows only some common
areas between the individual and nature, was chosen by 19.7% of the
students, while 2.2% of the respondents opted for the picture number 1
where no contact between the two circles represents that the respondent
feels completely detached from nature.

Female students more often chose images representing a greater degree of
connectedness to nature than their male colleagues (80.3% versus 75.7%).
However, the Mann-Whitney U test did not reveal a statistically
significant gender difference in the degree of nature connectedness (Table
2). The analysis did not find statistically significant differences in the
responses between the respondents coming from rural and urban areas,
although the initial hypothesis was that the students from rural areas
would see themselves more closely connected to nature.

Table 2. The results of the Mann-Whitney U test

Characteristicl Group | n | Md Mr U p y/ r
male 375 3 | 384.66
Sex female 1410 1 3 1 400.62 73749 | 0.289 | -1.061 | 0.04
) rural 365 | 4 |407.95
Residence urban | 420 3 38001 71193 | 0.064 | -1.854 | 0.07
Scientific and | SH 147 3 333.13
te]cti:ll((;atlonal M 95 4 | 44393 5046 | 0.000 | -3.800 | 0.25

n = sample size; Md = median; Mr = mean rank; U = Mann-Whitney U test; p =
probability level; z = z value; r = effect size

Source: Authors

In view of the fact that the Faculty of Agriculture in Novi Sad offers
studies in three educational fields (Figure 2), one of the aims of the study
was to determine whether a statistically significant difference can be
found between the students studying different scientific areas. For that
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reason the study programs offered by the Faculty were grouped according
to the scientific field they belong to*.

The field of science and technology (ST) includes the following majors:
Crops Science, Fruit Science and Viticulture, Animal Science,
Phytomedicine, = Agricultural Engineering, =~ Water = Management,
Horticulture, Landscape Architecture, Agroecology and Environment
Protection and Organic Agriculture. The field of social sciences (SS)
include the majors in: Agricultural Economics and Agritourism and Rural
Development while Veterinary Medicine belongs to medical field (M).

Figure 2. Scientific fields at the Faculty of Agriculture, University of Novi
Sad

\ Scientific field ]

Tefﬁ:ﬁﬁgeg;?%n ‘ ‘ Social sciences (SS) ‘ ‘ Medical Sciences (M) ‘
= r
/ | . . .
- Crops Science - Agricultural - Veterinary Medicine
- Fruit Science and Economics
Viticulture - Agritourism and Rural
- Animal Science Development

- Phitomedicine

- Agricultural Engineering
- Water Management

- Horticulture

- Landscape Architecture
- Agroecology and
Environment Protection

- Organic Ariculture

/

Source: Authors according to the Statute of the Faculty of Agriculture

The results of the Kruskal-Wallis test (Table 3) showed that there were
statistically significant differences in the connectedness to nature
experienced by the students of different scientific fields. With the results
pertaining to the students in the field of medical sciences the value of
median was higher than the median results of both the students of science

* The Statute of the Faculty of Agriculture, Article 62, 1000/0102 Number: 255/5, March
11,2011, available at www.polj.uns.ac.rs
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and technology and the social sciences students. This can partly be
explained by the veterinary students’ love of animals (the reason for their
choice of this highly competitive program) and closer contact with
animals through their programs of practical work placement. A more
detailed analysis using the Mann-Whitney U test showed that the most
pronounced differences were those between the students of the social
science programs on the one hand and veterinary medicine students on the
other, as the students of veterinary medicine identified themselves with
nature to a significantly higher degree (Table 2).

The Kruskal-Wallis test also showed a statistically significant difference
in connectedness to nature in relation to particular study programs (Table
3). This is related to the study programs in Veterinary Medicine, Crops
Science and Organic Agriculture where higher median (Md = 4) was
obtained than with other study programmes (Md = 3).

Earlier studies of environmental awareness have shown that senior year
students show a higher level of environmental awareness (Fernandez-
Manzanal 2007; Bahaee et al., 2012; Zsoka et al., 2013). It was therefore
expected that senior students participating in this study, given their higher
education level, will see themselves closer to nature. The results of the
Kruskal-Wallis test, however, showed no statistically significant
difference in terms of connectedness to nature among students of different
years of study.

Although Hasiloglu et al. (2011) and Tayci and Uysal (2012) found that
the level of parental education had a statistically significant effect on the
degree of students’ connectedness to nature. In our study, however, no
statistically significant effect was determined in relation to parents'
education or family’s financial situation (Table 3).

Table 3. The results of the Kruskal-Wallis test

. ?value (degrees of freedom
Variable * numbir (;gf respondents) , P
Scientific field ¥’(2, n=785) =18.082 0.000
Study program x’(12, n=785) =26.435 0.009
Year of studies X2(4, n=785) =2.802 0.592
Father’s level of education XZ(Z, n=782) =0.385 0.825
Mother’s level of education XZ(Z, n=780) =2.253 0.324
Family’s financial situation x’(4, n=783) =8.019 0.091

Source: Authors

273




Connectedness to nature and undertaking environmental activities/
environmental behaviour

Part of the research focused on the difference in the degree of
connectedness to nature found with the students who took specific actions
in relation to the protection of the environment and those who did not.
The results of the Mann-Whitney test showed that there was a statistically
significant relationship between the feeling of connectedness to nature
and the participation in pro-environmental activities in the past, or the
willingness to undertake such activities in the future (Table 4).

Table 4. The results of the Mann-Whitney U test

Characteristics Groups n | Md Mr U p z r
Investing yes 367 | 3 | 409.46
time/money in -
environmental no 410 | 3 | 37069 | 77275 | 010 15590 | 009
organizations
Voluntary yes 3201 4 | 411.63
presence at )
debgtes on o 456 3 37297 65557.5 | 0.009 7595 0.09
environmental
issues
Drawing attention | yes 140 | 4 | 333.13
of the authorities -
to environmental | no 634 | 3 | 44393 | 819231 0005 )5 g4 | 010
problems
Past change of yes 660 | 3 394.42
behaviour because -
of environmental no 108 | 3 | 323.88 29092.5 1 0.001 3.300 0.12
concerns
Willingness to yes 5441 3 395.73
report to the
authorities those 54817 | 0.019 N 0.09
who disturb the no 224 | 3 | 357.22 2.355
environment

n = sample size; Md = median; Mr = mean rank; U = Mann-Whitney U test; p =
probability level; z = z value; r = effect size

Source: Authors

For example, the students who invested time or money in environmental
organizations (47% of the respondents) showed a higher degree of nature
connectedness than those who never undertook such actions. A significant
difference was also observed in the level of nature connectedness between
the students who voluntarily attended debates on environmental issues
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and those who did not. Stude