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Introduction and Summary of Analyzed Sectors 

The current study presents the performance of manufacturing in Serbia since the crisis of 2009, 

focused on competitiveness analysis of four manufacturing sectors selected by the Ministry of 

Economy: food and drinks (F&D), wood and furniture (W&F), rubber and plastics (R&P) and 

machines and equipment (M&E). The study is conducted within a broader project 

(ñCompetitiveness and Jobsò) implemented by the Government of Serbia and World Bank, 

whose aim is to mitigate and remove barriers for boosting competitiveness and employment.  

The purpose of the study is to contribute to the improvement of business and investment 

environment - especially in selected sectors - in a way that implementation of activities 

proposed in the study leads to the promotion of development, competitiveness and employment, 

i.e. elimination or mitigation of the main identified barriers. Also, the purpose of the study is to 

inform the development of an industrial development strategy in line with the EU negotiating 

chapter 20 ï Entrepreneurship and Industrial Policy, which is about accelerating the structural 

adjustment, encouraging the creation of business-friendly environment, fostering domestic and 

foreign investment, promoting small and medium enterprises (SMEs), as well as supporting 

entrepreneurship and innovation. Also, negotiating chapter 20 implies promoting better 

competitiveness analyses of specific sectors and sector-specific initiatives, such as high-level 

groups, forums related to policies, studies and panels of experts, as well as connectivity 

initiatives. Additionally, the creation and implementation of a policy in the field of 

entrepreneurship and industry requires appropriate administrative capacity at national, regional 

and local level, including effective consultation processes and mechanisms of cooperation, to 

which particular attention is paid in Annex 2 of this study. 

Our findings confirm that these four sectors, as well as the fabricated metal products (FMP) 

sector which should be added to them, exhibit strong comparative advantages among 

manufacturing industries.  However, to turn the observed advantages into sustained growth, two 

sets of policies are of critical importance. One is needed to address Serbiaôs very fragmented 

economic structure in which MSMEs play a particularly important role. The other is needed to 

address the paradox that while highly skilled labor at very low wages is the key advantage in 

four out of the five sectors, its sparse availability is also the greatest obstacle to their faster 

growth. However, the conduct of proactive industrial policies will require substantial 

strengthening of relevant government institutions and changes in their manner of work. 

Limitating the analysis on the selected sectors has two main reasons: on one hand - resource 

constraints, but on the other hand - the need for the institutions to first get capable of 

implementing systematic proactive industrial policies which are targeted and adapted to specific 

sectors, which is a novelty for Serbian state administration.  

Background: A Protracted Transformation  

To understand the somewhat muddied economic trends exhibited by manufacturing in Serbia, 

it is useful to distinguish between the ñtraditionalò and ñnewò economies, as since 2009 the 

two exhibit completely divergent trends. By ñtraditionalò we consider the economy 

comprised of previously state/socially owned companies, whether they are today privately 

owned or not.  With the exception of a relatively few successfully privatized companies, it has 
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been declining and disappearing in the observed period, affecting the overall performance of 

those sectors, like M&E and W&F that started the period less transformed.1 The new economy, 

however--consisting of greenfield FDIs and new domestically owned private companiesthat 

emerged truly de novo, or building on fragments of the disintegrating traditional economy--

resumed strong export-led growth after 2009/2010. Privatized companies held by well-

established international have behaved like FDIs in the new economy, while the performance 

of others has been in-between those of the new economy and imploding state-owned 

enterprises. 

Since 2009, export growth, almost entirely generated by the new economy, has been very 

strong considering the sluggish international environment, surprisingly diversified and 

broadly and evenly spread.  There is greater differentiation in growth rates by ownership type 

(17% for FDIs vs. 9% for domestic companies, i.e. MSMEs) than by activity sector (13% for 

both the average of the whole manufacturing industry and for the four selected sectors). About 

70% of export growth in a large number of industries was accomplished by entering new 

markets and gaining market share. Even for micro enterprises, this growth was generally higher 

than the import growth rate of our main markets. The number of large exporters declined from 

289 to 265, probably because of the decline and exit of traditional companies, but the number 

of markets with exports of more than EUR 1 million or more than EUR 10 million each 

approximately doubled over this period. 

The overall concentration of exports (if FIAT and Ģelezara Smederevo are excluded) 

changed little in the post-crisis period, despite considerable changes in structure, only with 

the exception of pneumatics and raspberries (exporting respectively 400 and 250 million), there 

are not as of yet areas of producer clustering and specialization. The number of industries with 

an RCA greater than 1 increased from 86 to 90, and at the level of 3-digit SITC aggregation, 

only the value of automobile exports surpasses EUR 1 billion and no other sector surpasses 

EUR 400 million. 

The foreign-owned and domestic MSME sectors appear to have largely had parallel 

developments, with relatively little integration of Serbiaôs economy into the large FDI value 

chains.  This issue, in particular, needs further study and a more detailed understanding if 

policies are to be fine-tuned.  

Key Competitive Advantages and Challenges 

While generally the competitive advantages and disadvantages of the two kinds of enterprises 

comprising the new economy differ, they share the fundamental factor of success--a 

favorable skill to labor costs ratio, the skills closely reflecting the existence of a ñtraditionò 

in the industry. Old traditions of engineering/technical skills, especially in mechanical design 

and construction as well as metal processing, are key to the competitiveness of M&E and FMP 

industries, but also in good measure to the highly successful R&P sector. The F&D sector is 

based on an old agricultural tradition, with favorable natural resources playing a key role.  The 

advantages in the W&F sector represent a combination of both skills (not unlike mechanical 

ones) and forest resources. 

                                                           
1 The distinction between companies by ownership type was made possible based on variables constructed by 

CEVES. 
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The larger foreign owned companies are successful nearly across the board, emphasizing 

investments in larger-scale production. As to MSMEs, considering the limitations they 

usually encounter, they have found segments of competitive advantage in two kinds of 

circumstances. One is where they could produce much cheaper products because of 

product/quality differentiation, usually also protected by transportation and market penetration 

costs (food and plastics).  The other is where the availability of highly skilled labor at very low 

costs creates a strong competitive advantage, typically in technically more demanding 

industries when a high degree of customization/service content is needed.  

Labor costs tend to be lower in Serbia than in all NMS, but not by much, and possibly not 

lower than in Romania and Bulgaria.  Average productivity of the new economy is also lower 

than in competitor countries, but generally by less than labor costs. However, the 

competitiveness of labor decreases with the level of qualifications, so wage difference is greater 

for higher qualifications.  

A fundamental constraint, both for FDI and domestic companies, however, is that skilled 

labor is not plentiful , and expansion of qualified employment as a rule has to be gradual, with 

investment in training. Low mobility contributes to low labor availability, but it also means that 

unemployed or underemployed skilled people continue to exist. Also, a constraint is the lack of 

highly skilled managers, experienced in integrated process management, as well as in corporate 

governance. While FDIs overcome this constraint by bringing expats or training local staff, this 

is an important limitation in the growth of domestic MSMEs. Furthermore, many aspects of the 

business environment that are beyond the scope of this study weigh on the competitiveness of 

businesses large or small.  

The usual constraints faced by MSMEs are exacerbated by the absence of large market 

intermediaries, and low trust, emphasizing the effects of fragmentation, especially in F&D 

(and particularly fruits and vegetablesðan area of otherwise greatest comparative advantage). 

As anywhere, MSMEs lack access to capital, and therefore, generally, the possibility of large-

scale production.  They are much more likely to lack access to global markets, especially where 

reputation and branding plays an important signaling role, and they are likely to lack not only 

the capital but also the knowledge necessary to build this access.  They are also very likely to 

lack the knowledge (of technology but even more of process management and corporate 

governance) necessary to scale up production when/if the opportunity arises. Integration 

through association or large intermediaries, able to aggregate their products and penetrate 

global markets, would greatly alleviate these drawbacks. This would not only facilitate the 

presentation of Serbiaôs advantages, but also the conveyance of global market signals to the 

domestic economy. Fortunately, the proximity to core EU economies, as well as growing 

Serbian diaspora linkages, alleviates somewhat the challenge of individual global market 

integration.  

Sector Summaries 

Food and Drinks  

F&D remains by far Serbiaôs largest export sector (1,665 million, 11.7% of the total) after 

transport vehicles and equipment. It has gained relatively less export market share than other 

industries (43%) both because of a higher starting base (with an RCA of 2,3) but also because 



4 
 

of true weaknesses compared to its potential. The fruit and vegetable subsectors by far the most 

competitive one (exporting a total of 430 million EUR, and including agriculture segment, more 

than 700 million), where Serbia is among the top European producers of raspberries, plums, 

quinces and paprikas, with an RCA of approximately 9. However, there is great scope for 

increasing competitiveness through diversification, increased commercialization and 

lengthening of all value chains. Although the sector is extremely low concentrated (HHI of only 

62), exports are characterized by low diversification, with frozen raspberries comprising 17% 

of the sector total. 

This largely domestically owned sector was privatized early, and the top three exporters (8% 

of sector exports) are all held by domestic capital, in the highly concentrated oils and fats 

subsector.  There were only 15 well established international companies exporting more than 

10 mil EUR in 2015, (a total of EUR 300 million). Foreign ownership tends to be regional, with 

international brands mostly in the drink subsector and mostly oriented to the domestic or 

regional market. 

The competitiveness of the F&D sector largely rests on Serbiaôs highly favorable land and 

climatic conditions, and probably unsustainably cheap ñlabor on the marginsò2.  However, the 

fragmentation of land ownership, MSME processors and market intermediaries hamper the 

transition from a traditional subsistence-oriented to a modern, demand-driven, sector. Much of 

the land lies uncultivated (11%, o/w 9 pp south of Vojvodina), the yields per ha of cultivated 

land are low (37% lower than EU average for same portfolio of primary products) and the 

assortment of products is relatively low-value, and/or with low value added down the value 

chain.  

Rubber and Plastics 

R&P (exports of 982 million) achieved the strongest competitive performance of all sectors, 

and has recently overtaken F&D for the position of highest RCA (2.73).  More than 70% of its 

high exports growth (annual average of 13%) was accomplished by gaining market share on a 

wide array of global markets, partly because this is an sector where nearshoring from developed 

EU markets has been particularly pronounced. It is medium concentrated (HHI 713), mostly 

led by well-established foreign-owned companies dominant in exports (in total 72%) with the 

top three companies (44% of exports) comprised of well-known international brands (Michelin, 

Cooper Tires and Viscofan). The sector also has a vibrant MSME sector that has also been able 

to increase exports over the observed period substantially faster (15% annually) than the global 

growth of imports. 

Serbia was by far the principal producer of rubber products in Yugoslavia, and today the 

sectorôs main comparative advantage lies in the low costs of the high-quality skills needed to 

produce and adjust often expensive (metal) tools that need to be changed every time a 

rubber/plastic product gets a new shape. Market opportunities for MSMEs in this sector have 

arisen in the plastics sector--the subsector of wrapping and packaging that often works closely 

with the local food sector, producing moderately large series, with possible quality 

diversification.  

                                                           
2Particularly present in agriculture, especially in the production of fruits, but not limited to it. This refers to labor 

invested by households usually to produce fruit to complement other sources of income, as a secondary activity of 

many households, cultivating small land parcels that they own. 
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Machines and Electrical Equipment 

M&E is the only sector in focus with an RCA somewhat below 1 (0,95), but almost 82% of the 

fast growth (12,6% annual average) of its very diversified exports was accomplished by gaining 

market share, and it can be expected to remain sustained for a while, increasing the already 

significant export size (1.348 mil EUR).  Moreover, the development of this sector can be 

expected to make a valuable contribution to manufacturing industry overall as it is the producer 

and consumer of the very skills that appear to comprise some of its main competitive 

advantages. 

The M&E suffered strong structural change in the observed period, with the share of traditional 

economy in exports declining from 22% to 11%.  The top 3 exporters (making up 32% of total 

exports) and 18 of the top 25 companies (creating 78% of total exports) are foreign-owned, 

mostly well-known international brands (eg. Gorenje, Siemens, Grundfos) producing 

household appliances, wind generators, and pumps, respectively. Still, exports of the domestic 

MSME sector are significant (EUR 335 million) and also growing strongly (10,7% for medium 

and 8,5 for small and micro companies).  It is in this sector that the differentiation between the 

areas of strength of these two company types is most clearly seen with the highly diversified 

and diffuse domestic sector focusing on general purpose machines (refrigeration, lifting, 

pumps), when they require adaptation to customer needs and especially system integration, as 

well as on the production of sometimes very sophisticated specialized machines whose 

production requires a lot of engineering know-how and relatively little capital.  

Industrial policy in this sector should be particularly directed to the attraction of selected 

investorsðfocusing on their potential for human resource productivity developmentðand in 

supporting them to cooperate with and integrate domestic suppliers. Also of key importance are 

programs for workforce skill development. Finally, more could be accomplished by systematic 

presentation of this sector on global markets. 

Wood and Furniture  

The contribution of W&F to export growth is somewhat smaller than for the other three sectors 

(total exports of 335 million EUR), but this sector exhibited one of the highest export growth 

rates (13%), and has favorable characteristics from the point of view of the possible 

development and social effect. Moreover, the observed period has been marked by the near-exit 

of the large, loss-making state-owned company Simpo from Vranje.  Out of the top three largest 

exporters (making up 16% of total exports), two are de novo domestic companies and one is 

Italian FDI.  Out of the top 25 companies that account for 42% of exports, only 7 are foreign.  

In comparative terms, Serbia is moderately rich in forests, but produces very little value from 

each hectare, although the relative contribution of furniture in it is among the highest (55%). 

Key to the success of the furniture sector is an adequate combination of quality-price-design. 

Having ample production skills and limited design and marketing and branding skills, as well 

as limited global markets access, Serbia has positioned itself in the low- to low-to -medium 

price segment.  Half of its furniture exports are to the region, mostly of wood panel, and the 

reminder, mostly upholstered and solid wood furniture, are both towards eastern markets and 

advanced EU markets. Exports outside the region have all been growing strongly and have been 

well diversified, while export to the region were also growing strongly despite weak demand. 
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The principal obstacle to the sectorôs development is its fragmentation. This exacerbates the 

effects of an otherwise unpredictable allocation of primary wood, and also that trade 

intermediation on the domestic market is even thinner than in food and drinks sector. The main 

interventions ought to be the development of a transparent and predictable primary and sawn-

wood market, as well as integration of producers both as buyers and when positioning on the 

global markets. 

Other Sectors 

The FMP sector deserves inclusion among the sectors of first order of interest largely because 

it shares competitive strengths with M&E and the fact that these two sectors together can 

contribute to the competitiveness of the entire manufacturing. It itself has sizeable exports for 

a sector that is generally oriented to the domestic market, as well as a competitive performance 

exhibiting considerable market share gain on foreign markets and an RCA of 1,44. Domestic 

clothing sector also deserves more focus and further studies as it seems to exhibit a sound 

recovery power in the post-crisis period ï although Serbia today is a relatively small exporter 

of textiles and clothing, its exports in the post-crisis period grew significantly faster than the 

import demand of key markets to which it exports, as well as faster than exports of its major 

European competitors. Growth was driven primarily by FDI (around 20 of them), but 

autochthonous small and medium companies also contributed. 

If export growth is observed only between the endpoints of the observed period, it is as strong 

or even stronger for motor vehicles and the chemicals industry than for the selected sectors of 

focus. However, the increase in exports over the observed period for the motor vehicles industry 

peaked in 2013 with the coming of FIATôs 500L model, and has since declined.  In the case of 

chemicals, longer term exports do not, in fact, show any trend ï 2009 happened to be a very 

low-base year. These two industries heavily depend on single large companies (FIAT and 

Petrohemija), and their particular challenges need to be better understood. This merits 

investment into in-depth analyses engaging specific global expertise, well beyond the scope of 

the present study. The domestic apparel industry also deserves further study as it appears to 

exhibit remarkable resilience. 

Recommendations 

A Policy Matrix at the end of this section summarizes general and sector-specific 

recommendations. The former ones are elaborated in detail in Annex 2 of each of the sector 

specific documents, while the latter are elaborated in their main body.  Here we emphasize the 

key overall recommendations for a more proactive industrial policy to be implementable and 

effective.  

¶ Government and quasi-government organizations supporting the private sector need to 

develop deep sector-specific expertise and a shared understanding of the technical and 

economic characteristics and needs of businesses in the targeted subsectors.  This 

includes government support to MSMEs, which needs to be ñverticalizedò, i.e. adapted 

to sector-specific needs. A prior requirement for this is a substantial improvement of 

economic statistics in the public domain. Another is that a more systematic and deeper 

communication between the government and businesses sector be developed, as this 

deep knowledge can only be developed through a two-way transfer of information and 
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collaboration. This does not mean that all the necessary knowledge needs to be 

developed in-house, but only institutions that have accumulated knowledge, including 

of networks of individuals with world-class information, can be truly of help to industry. 

¶ Second, fruitful industrial policy requires judgment calls that ultimately produce 

measures that give clear advantages to some, but not all market actors. This requires 

that Serbiaôs administrative system be adjusted to shift from strictly formal criteria 

observance, to making informed judgments based on well-defined criteria. This, in turn, 

requires the development of monitoring mechanisms that will involve and build public 

trust in the integrity of such decision-making.  

Also, the paradigm of support to MSME sector and foreign direct investments should be 

reevaluated and potentially revised. Key issues are:  

¶ Ten times more resources are spent on FDI attraction, yet their developmental effect in 

some cases may be quite limited, particularly as the structuring of incentives is likely to 

be biased towards attracting those with lesser developmental potential. To improve 

development effectiveness, the targeting and structuring of FDI attraction needs to be 

developed. 

¶ Second, assistance to SMEs is insubstantial overall and fragmented, and therefore 

probably has only marginal effect. To make a difference, support to SMEs needs to be 

more substantial, integrate several aspects (advise, access to finance, organizational 

support) and go deeper.  

¶ Supplier development programs are a way to improve both the development 

effectiveness of FDIs and promote and assist the development of SMEs.  

¶ Finally, efforts to promote SME cooperation and clustering need to be anchored in 

incentives that bring lasting and palpable benefits to the companies in questionðsuch 

as permanent reduction in material costs due to larger purchasing orders. 

¶ Well-designed industrial policy in Serbia needs to pay attention to regional differences, 

particularly of employment/unemployment profiles. All aspects of regional 

development need to be studied. 
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Policy Matrix ï Priority measures 

Short-term Medium-term 

General Recommendations 

Institutional capacity and policy focus 

Å  Significantly improve the quality of statistical 

data and data availability from SORS (Statistical 

Office of the Republic of Serbia) and SBRA 

(Serbian Business Registers Agency). 

 

Å Conduct comprehensive research on 

competitiveness and development potential of 

exchangeable services sector such as the creative 

industries, IT, tourism and Belgrade as a regional 

logistics center. 

 

Å Reform administrative procedures to introduce 

more purposeful activities of competent institutions 

and their oversight. 

 

Å Strengthen the Governmentôs strategic planning 

and coordination system (Adopt the Planning Act) 

Å Establish / support a permanent 

independent institution for monitoring 

macroeconomic trends. 

 

Å Develop programs for independent 

monitoring ofindustrial policy programs to 

boost public-private cooperation and 

develop confidence in policy quality. 

 

Å Develop centers for the transfer of 

economic and technological knowledge and 

business-market analytics (business 

intelligence) in cooperation with the 

economic sector. 

Knowledge and skills 

Å  Continue and expand systematic promotion of the 

development of secondary education curriculum in 

cooperation with the economic sector, strengthening 

the aspect of lifelong learning 

 

Å Enhance the response of the Ministry of Education 

as well as cooperation between the ministries of 

economy and education in adapting the curriculum 

of secondary vocational schools to the needs of 

local economies. 

 

Å Complete and adopt the national qualifications 

framework. 

 

Å Legislate the compensation for public 

transportation for secondary school students. 

 

Å Explore the main reasons behind the unavailability 

of certain secondary school profiles, according to 

administrative divisions. 

 Å Support student and workforce mobility 

through subsidized inter-urban public 

transport and consider setting up youth 

accommodation facilities. 

 

Å Introduce vouchers for the training of 

students and workers in specific skills, with 

a grading system for successfully 

completed training, as a condition for 

redeeming vouchers / reimbursement of 

funds invested in training. 

 

Å Develop support programs for engaging 

experienced professional staff from 

Diaspora, especially in process 

management skills. 

 

Å Develop modern academic programs: 

-  economic analysis of industrial sectors 

and organizations 

- economic justification / general 

applicability in technical / engineering 

schools. 
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Policy Matrix ï Priority measures 

Short-term Medium-term 

General Recommendations 

 

Support to companies, FDI and MSMEs 

 

Å Explore best incentives for attracting FDI and how 

to recognize development impacts. 

 

Å Intensify, consolidate and ñverticalizeò the support 

measures for SMEs development and export, 

especially within aRASprogram. Also, establish a 

comprehensive monitoring and evaluation of 

business support programs. This measure implies 

the following: 

 

- Develop sekctoral programs for quality 

improvement, marking, and traceability of products, 

along the entire chain. 

 

- Develop sectoral programs for the improvement 

and process management training. Place more 

emphasis on company trainings for communication 

with foreign buyers and develop support programs 

for the implementation and use of Ăe-procurementñ. 

 

- Examine which areas in selected sectors would 

most benefit from investments in technology and 

equipment and pinpoint areas with the highest 

potential for development/externaleffects. 

 

Å Continue and intensify the promotion of 

companies in foreign markets. 

 

Å  Establish a program to research domestic market 

trends (using the "purchasing managers index" 

model) but for MSMEs, for priority sectors. 

Å Support investments in technology and 

equipment in areas with the greatest 

development effects. Provide training and 

support for installation and operation of the 

purchased machines or systems (IIS, CMM 

machines, tool reparation, and corporate 

governance).  

 

Å Initiate complex policies for attracting 

SDIs, driven by developmental impacts. 

Re-route the incentives for creating jobs 

towards workforce development, i.e. 

investments in knowledge development and 

employee training. 

 

Å Support and encourage the association and 

cooperation of SMEs by incorporating 

incentive measures with other industrial 

policy measures, such as support for group 

performances abroad. 

 

Å Organize joint ventures of related 

companies on the market, through 

ñumbrellaò brands or some other form of 

cooperation, but only after reliable 

standards of quality control systems are in 

place etc. 

  



10 
 

Other measures directly within the competence of the state 

Å Examine in detail and propose a solution for 

inefficient disposal of public property and industrial 

sites trapped under unresolved property relations.  

 

Å Quality evaluation of public procurement and its 

practice.  

 

Å Further develop the quality infrastructure 

and make it fully available to the SMEs. 

 

Å Provide stable supply of electric power.  

 

Å Perform systematic and consistent 

inspection and supervision. 

 

Policy Matrix ï Priority measures 

Short-term Medium-term 

Food and Drink  

Å Establish an "administrative cold corridor" for 

a fresh fruit and vegetable segment i.e. reduce 

administrative procedures to a minimum, give 

priority to easily perishable fresh produce, and 

guarantee damage refund in the event of food 

spoilage due to long border wait times. 

 

Å Develop cooperation programs with export and 

cooperative oriented globally integrated 

companies in the field of processing and trade. 

 

Å Continue with consistent trade liberalization 

(do not introduce levies, remove administrative 

barriers). 

 

Å Provide urgent funding through IPARD funds 

and make the application process fully 

transparent to all stakeholders. 

 

Å Introduce new varieties to the market (fruits 

and vegetables), with stronger genetic potential 

and longer season, suitable for fresh 

consumption, and work on the development and 

promotion of indigenous varieties. 

 

Å Restructure the state incentives system - higher 

allocations within the agricultural budget to 

support processing, the quality of primary 

products, and linking primary and processing 

sectors. 

 

Å Programs for consolidation and concentration 

of land ownership. 

 

Å Establish a network of distribution points and 

wholesale markets. 

 

Å Support the establishment of a functional and 

transparent purchase market, by means of a 

centralized and transparent system of 

continuous (ongoing) information, including 

world market trends, as well as through the 

aforementioned purchase / distribution points. 

 

Å Improve the quality of primary production by 

subsidizing a gradual achievement of the GAP 

standard, establishing a reference laboratory 

and stricter control over product safety. 

 

Å Promote and support higher organic 

production and non-GMO product labeling 

(particularly meat). 

 

Å Become a member of the WTO. 
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Policy Matrix ï Priority measures 

Short-term Medium-term 

Rubber and Plastics  

Å Develop educational and support programs for 

the compliance of existing exporters with 

REACH standards. 

 

Å Establish a database of domestic suppliers and 

exporters, according to specific products and 

standards, in order to develop, monitor and 

evaluate programs for improving the quality of 

production processes and products. 

 

Å Perform a detailed analysis of capacities and 

product portfolios of domestic companies, and 

the needs of large globally integrated buyers, in 

order to determine the possibilities for 

developing direct support programs for import 

substitution. 

 

Å Develop targeted support programs to link 

the existing FDIs and autochthonous 

companies - current import of plastic products 

is > EUR 500 mil, and large FDIs account for 

50% of those imports. 

 

Å Support the establishment of functional 

associations, based on identified geographical 

groups of companies, to enable a joint 

procurement of raw materials, joint use of 

equipment and machinery, and joint ventures 

on foreign markets. 

 

Å Support a gradual introduction of advanced 

and more productive machines (500-1000t), 

robots which can multiply productivity in 

certain segments of production, and 3D 

printers to create product prototypes. 

Machines and Equipment 

 

Å Promote the sector abroad, in particular the 

skills, knowledge and ability to produce 

customized products in a short time, given the 

trend of nearshoring in the most developed EU 

countries. 

 

Å Establish a database of domestic suppliers and 

exporters, according to specific products and 

standards obtained, in order to develop, monitor 

and evaluate programs for improving the quality 

of production processes and products.. 

 

Å Pilot a vendor development program by 

selecting companies capable of becoming 

suppliers to globally integrated companies in a 

short time, and provide available direct support 

that will accelerate this transition. 

 

Å Perform a detailed analysis of capacities and 

product portfolios of domestic companies, and 

the needs of large globally integrated buyers, in 

order to determine the possibilities for 

developing direct support programs for import 

substitution. 

Å Develop a comprehensive supplier 

development program by learning from pilot 

projects. 

 

Å Support cooperation between local suppliers 

and relevant globally integrated companies, 

especially in areas with potentials for import 

substitution. 

 

Å Support stronger ties between economy and 

science, not only in terms of education of the 

needed personnel profiles, but also in research 

and innovations that the economic sector can 

put on the market. 

 

Å Support the transition to more current 

production technologies and upgrade of 

machinery in line with the progress of 

advanced technologies and Industry 4.0 i.e 

machines, equipment and software that can 

upgrade productivity and product quality. 
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Policy Matrix ï Priority measures 

Short-term Medium-term 

Wood and Furniture 

 

Å Establish transparency of the wood raw 

material market by publishing information on 

beneficiaries, quantities and relevant criteria. 

 

Å Explore options for a new sale model for 

wood raw materials from the state forests, 

which will increase procurement stability and 

predictability, encourage SMEs associations in 

procuring raw materials and potentially open 

the door for multi-year contracting for one 

fixed quantity of the total available wood raw 

material. 

 

Å Establish and make public the available 

quantities of wood raw materials annually, 

along with future projections. 

 

Å Subsidize the use of designs in enterprises 

with production potential in terms of capacity 

and production technology, which lack funds 

for proper product design necessary for market 

penetration.  

 

Å Identify the reasons behind ineffectiveness of 

the existing clusters and associations within the 

W&F industry, and find solutions and support 

measures for creating functional associations. 

 

Å Introduce a new sale model for wood raw 

material from state forests that will be based on 

market principles, while protecting 

woodworkers from rural areas. 

 

Å Raise forest management to a higher level. As 

relates to state forests, primarily to improve road 

infrastructure and logging machinery, and in 

terms of private forests, primarily to improve 

afforestation, introduce certification, and raise 

awareness about sustainable forest management. 

 

Å Establish a Design Center at the national level, 

which will be linked to all existing similar 

associations and initiatives at the local level. 

 

Å Support functional associations, based on 

identified geographical groups of companies, 

aimed at joint ventures in the procurement of 

raw materials, use of equipment and machines, 

and foreign market operation. 
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Food and Drink Sector Performance and Value 

Chain Analysis                                                  
with a focus on raspberries 
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Summary of the Analysis of the Food and Drink Sector (F&D) 

ü Agriculture and the food and drink  sector are traditionally rooted in the Serbian 

economy and have always been considered Serbiaôs most valuable resource. The 

F&D sector still has massive economic (25% GVA of the processing industry), social 

(employs 20% of the processing industry) and demographic importance - more 

pronounced than in the EU countries. This position comes from widely known 

comparative advantages in agriculture, but also from efficient and faster privatization 

of its key processing facilities compared to other processing sectors.. 

ü As a self-sufficient country in food production, Serbia has been a net exporter of 

food for many years. After the crisis, and the stagnation of a saturated but relatively 

poor domestic market, the F&D sector instinctively turned to foreign markets - today 

exports account for 25% of total turnover, and at the beginning of the crisis it accounted 

for 15% - and what is more important, the total growth of activities came from exports. 

ü The performance seemed solid at first glanceï (export continued to grow (export was 

increased by 70% - EUR 680 million and net export by 45% - EUR 250 million), 

Serbia's market share in export markets was increased, and a high RCA indicator (2.3) 

points to strong comparative advantages of Serbia. Nevertheless, a comparison with key 

CIE competitors - Bulgaria, Romania, Hungary and Poland reveals that Serbia did not 

fully utilize the opportunity ï the said countries achieved a significantly faster growth. 

ü A deeper review of the structure of Serbian exports indicates that exports actually 

add very little value to the agricultural production, and that exports are not 

diversified.Small added value is a consequence of short value chains - a significant 

amount of produced agricultural raw materials is still used for natural consumption (for 

milk 30%, for meat 40% -50%, even higher for certain fruit varieties), while a 

significant part of raw materials - especially cereals and oilseeds ï is exported (exports 

of agricultural raw materials reached almost EUR 1 billion). The remaining raw 

materials which manage to find a way to the food industry are mostly only slightly 

processed - making frozen raspberry, sugar, soya and sunflower oil, and flour key export 

food products of Serbia. In addition to low added value, productivity too is relatively 

low across the entire chain ï in terms of yields, Serbiaôs agricultural portfolio is on 

average 37% behind EU yields, while the processing segment is marked by low labor 

productivity, which is compensated through lower labor and energy costs (the added 

value/labor costs ratio in Serbia is 2, and one of the highest in Europe). However, in 

order to advance competitiveness, this productivity will need to grow faster than the 

certain and expected increase in wages. 

ü The structure of the Serbian F&D  sector, which is fragmented and dominated by 

domestic and regional capital, represents a key challenge and largely determines 

the described performance and characteristics.The fragmented structure of the F&D 

industry (HHI only 62; top 25 exporters do not make up half of the exports) actually 

reveals an even more fragmented structure of agriculture (600k exporters, an average 

farm with 5-6 ha, often further divided by plots); this complex economic and political 

situation has prevented a significant inflow of foreign capital - there are only 15 foreign 

companies in Serbia that export over EUR 10 million, mostly to the regional market in 

the drink subsector. Serbian food companies are facing the challenges commonly 
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existing in fragmented economies, with prevailing domestic ownership, such as: access 

to capital, access to information, access to markets, value chain connectivity, and 

efficiency of internal organizational processes. Key measures should take into account 

the fragmented structure and target above that area.  

ü Key general recommendations at the F&D industry level are as follows: 

o Measures aimed at consolidation, or reducing the impact of fragmentation 

Á Develop a functional network of wholesale and retail markets 

Á Resolve the issue of land availability and fragmentation  

Á Attract and develop cooperation programs with export and co-operative 

oriented FDIs in processing and trade.  

Á Joint appearance on the market, through an "umbrella" brand, which 

would guarantee top quality of products from Serbia. 

o Measures aimed at increasing and facilitating access to international 

markets 

Á Joining the WTO  

Á Further (de facto) trade liberalization  

Á Specific measures in sub-sectors of meat (possibility of accessing EU 

market) and milk (improving quality and establishing a reference 

laboratory)  

Á Develop "business intelligence" by improving statistics and establishing 

"export-import" information counters. 

o Measures aimed at improving internal operations and activities 

Á Develop programs for improving the quality, marking and traceability of 

products, along the entire chain  

Á A range of trainings aimed at raising awareness and turning companies 

from "product-driven" to "customer-driven" strategies  

Á Special focus on organic production 

o Measures aimed at intensive and targeted financial and non-financial state 

support   

Á Greater financial support and prioritization of activities under a RAS 

program 

Á Urgent provision of funding through IPARD funds 

Á Restructure of the state incentive system - higher allocations within the 

agricultural budget to support processing, the quality of primary 

products, and cooperation between the primary and processing sectors   

Á Improve and upgrade operations of agricultural professional services 

o Measures aimed at the fruits and vegetables sub-sector, with a focus on 

raspberries 

ü In the interest of producing more concrete findings and recommendations, the 

analysis was further focused on the fruits and vegetables sub-sector, which proved 

to be the most competitive sub-sector within the F&D  sector. Meat and milk sub-

sectors are also in play ï as they are the "apex" of livestock production, and their 
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performance and potentials are constantly in the public eye. However, a brief analysis 

of these two sub-sectors indicated that while Serbia has tradition and moderate potential 

- especially in the milk subsector - the priority of both sub-sectors in the medium term 

should be to preserve a dominant position in the domestic market through accelerated 

commercialization. Accelerated export growth, not accompanied by the growth in 

imports, is still not on the horizon. Given that most potential measures in both sub-

sectors refer to the primary, agricultural segment, which is not in the scope of this 

analysis, the focus is placed on a far more competitive and more export-oriented sub-

sector of fruits and vegetables.  

ü Analysis of the fruit and vegetable sub-sector has shown that all symptoms that 

are generally present in the F&D  sector are even more present in that sub-sector. 

Although the growth of (net) exports was extremely dynamic and had greatly 

contributed to the F&D sector growth, the segment of the key export product ï 

raspberries, is characterized by low added value and poor diversification, due to 

extremely fragmented export structure - about 200 exporters, of which 60 with exports 

over EUR 1 million, and no company had a dominant share. Despite being a dominant 

raspberry producer and exporter, Serbiaôs position could be strengthened by capturing 

new stages of added value within the established traditional chain (retail packages and 

deeper processing ï e.g. freeze drying), by developing new chains - fresh raspberries, 

organic raspberries, jams and juices, and by diversification by including blueberries 

and strawberries. 
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Definition and Scope of the F&D Sector 

The F&D  sector entails activities that enable the transformation of agricultural raw 

materials into products intended for human consumption. As presented in Table 1, in the 

context of this report, two groups of activities of the F&D sector were observed - production 

of food products (KD 10) and production of drink (KD 11). The entire sector is further 

subdivided into 13 sub-sectors, consistent in technology and inputs in production processes. 

As explained in more detail in Annex 1, the methodology used to define the sub-sector is 

based on the International Classification of Economic Activities (KD 2010), which is 

additionally adapted to the structure and characteristics of the Serbian F&D sector - certain 

sub-sectors which are significant in the context of Serbia, but not treated by KD 2010 as 

independent or as separate, as is the case with sugar; on the other hand, some sub-sectors were 

"merged", as is the case with mill and bakery products.  

 

Figure F&D 1. Sector structure, according to activity classification (KD 2010) 

 

Relevance and Structure of the F&D  Sector 

Agriculture and the related F&D sector have always been considered as Serbiaôs most valuable 

resource and the greatest potential that can and must be used. It is well known that one of the 

greatest traditional comparative advantages of Serbia lies in favorable climate conditions 

and rich and fertile land. Already in the nineteenth century Serbia was a producer and exporter 

of agricultural and food products - especially cereals, meat and fruits.  

There are still high expectations from the agricultural sector and the F&D sector, sincethe two 

still play an important role in the Serbian economy and society, mainly:  

¶ Economic - as in most other European countries, the F&D sector in Serbia is the largest 

and most important processing industry. In Serbia, it accounts for 25% of the GVA of 

the processing industry and 3.9% of the GDP of the entire economy (agriculture 

accounts for 10,4% of GDP).  

¶ Social ï F&D sector alone accounts for 20% of the employment in the processing 

industry, and together with agriculture it formally employs 120k, or over 600k in total 

(formally and informally), which is close to a quarter of the total number of employees 

according to the Labor Force Survey.  
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¶ Demographic - agriculture and food industry, as the most common or major or 

additional sources of sustenance, have the strongest influence on balanced regional 

development, by providing motivation and conditions for living in rural areas.  

¶ ... as well as a wider strategic and national significance - the concept of "food safety" 

is an indispensable goal of any sustainable development strategy and is defined by the 

FAO as a situation in which all people, at all times, have physical, social and 

economic access to sufficient and safe amounts of food that satisfy their nutritional 

needs and preferences in sustaining active and healthy lives.  

The significance of the F&D  industry in Serbia is even more pronounced than in 

comparable European countries, for all key parameters. We recognize two key reasons for 

the pronounced significance of the F&D industry: 

¶ It is naturally attached to agriculture, and the importance of agriculture in Serbia 

is also higher than in other comparable European countries. The importance of 

agriculture in Serbia is high due to the above-mentioned comparative advantages in 

terms of natural and climate characteristics; it is a sector with strong tradition, which 

can provide rural and poor households with the relatively high income per unit of work. 

However, it should also be noted that high share of agriculture is also a sign of 

underdeveloped industry.  

¶ The F&D  sector and agriculture are more resistant to external impacts and period 

of crisis, which have been numerous in the past 20-30 years, worldwide and in Serbia. 

Food demand is the least elastic, so it is logical that the F&D sector was largely 

privatized and thus "preserved" during the 1990s and early 2000s. While many other 

large state-owned systems collapsed, and entire sectors along with them, the F&D sector 

had a significant foothold in domestic demand and available raw material base.  

Two key characteristics of the Serbian F&D sector, which differ greatly from other 

characteristics of the Serbian economy, are the fragmented structure and within it - 

domination of domestic and regional companies, that is, a lack of significant presence of 

world-renowned foreign companies. According to SBRA, there are about 3,500 companies and 

about 9,000 entrepreneurs, and according to the SORS data, it contributes to Serbiaôs GDP with 

3,9% and formally employs more than 100,0003 people. 

¶ Generally speaking, it is the least concentrated sector in the processing industry 

(HHI index below 100), in which the three largest companies account for only 11% of 

total business revenues, while the 25 largest companies generate 41% of operating 

revenues - despite some subsectors being heavily concentrated (oil, sugar and drink). 

However, most of the remaining segments - such as fruit and vegetable subsectors, meat, 

and mill and bakery - are significantly competitive in terms of the number of companies 

and their market. 

¶ Apart from general fragmentation, the F&D  sector is also dominated by domestic and 

regional capital. Although official data show that half of the revenue generated by the 

F&D sector is generated by foreign companies, the sector is largely controlled by 

domestic capital rooted in the traditional sector. Well-known world brands, which 

invested in Serbia, are mainly located in the drink sector, and are concentrated on the 

                                                           
3 The assumption is that each sole propriotership, a form excluded from the structural business statistics, employs at least one 

person. 
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supply of domestic and / or regional markets. A more detailed review of the remaining 

foreign-owned companies suggests that most large companies are divided between 

ñoffshoreò zones and regional capital, with management models and know-how very 

similar to domestic companies.  

It is important to understand one of the key characteristics of the agriculture sector, which has 

largely determined the described structure of the F&D sector. Agriculture in Serbia is 

characterized by a pronounced fragmentation, that is, by general fragmentation of land 

and insufficient accessibility. 

¶ It is a well-known fact that one of the largest obstacles to a serious increase in 

productivity of the agro-industrial complex is the fragmentation of the agricultural land 

in Serbia - about 6 hectares per farm which is less compared to majority of the European 

countries. The EU average is 16 hectares per farm and the only three countries that are 

comparable to Serbia by the size of average farms are Slovenia and Greece, which are 

slightly above, and Romania, which is below Serbia. 

¶ We think that the issue of availability of agricultural land runs much deeper than what 

statistics of the average farm size show and that the fundamental problem concerns the 

development of agro-industrial facility complexes. Nevertheless, many reports and 

observations point to two more problems that further limit the availability of land fit for 

cultivation by its natural-geographical features: (a) small or large agricultural land is 

further divided into even smaller agricultural plots; (b) state-owned land is trapped 

under institutional burdens making its use sub-optimal - a dysfunctional approach by 

central and local authorities in land-use planning, land owned by dysfunctional 

companies (in particular, former agricultural enterprises) in bankruptcy, and land owned 

by large public companies ï ñSrbijaġumeò and ñSrbijavodaòwhich are often 

inefficiently managed.  

The average land size, which is above 10 hectares per farm in Vojvodina and less than 5 

hectares in other regions, does not adequately illustrate the actual regional contrast in 

land fragmentation and availability / use. Namely, in Vojvodina, 83% of the total used 

agricultural area is owned by farms with over 10 ha of land, while farms with more than 50 ha 

account for 57% of the agricultural land in use. On the other hand, on territories of Southern, 

Eastern, and Western Serbia and Sumadija, 33% of the total cultivated agricultural land is 

owned by farms with over 10 ha, while farms with over 50 ha cover only 11% of the agricultural 

land.  

In Vojvodina, both the land-use and yields are significantly higher, with large commercial 

farms and modern facilities present. 

¶ Certain crops can be exclusively cultivated in Vojvodina due to natural 

characteristics and significantly larger farms, as is the case with industrial plants (sugar 

beet, rapeseed, soybeans, and sunflower). On the other hand, the fragmentation of land 

is the smallest obstacle for fruit crops, which are predominantly produced outside of 

Vojvodina, with the exception of apples. What is common to all plant crops is a 

significantly higher yield in Vojvodina than the rest of Serbia - on 40 observed plant 

crops, the yield in Vojvodina is higher by about 50% and only cucumber yields are 

higher in other regions. 



20 
 

Although official livestock farming data do not allow similar yield comparisons, the distribution 

of the number of livestock heads according to the farm size is significantly different - for 

example, in Vojvodina 63% of dairy cattle are in farms above 10 ha, while in other regions, 

excluding Belgrade, this figure is only 25 -30%. In terms of pig farming, the average number 

of livestock heads per farm is twice as large in Vojvodina (16: 8), but this does not illustrate the 

true relationship, since 50% of pigs in Vojvodina are in herds counting over 100 pigs, while in 

other regions 60 % are in herds counting less than 20. Therefore, it is reasonable to assume that 

productivity in the livestock farming sector is significantly different across regions, in favor of 

Vojvodina. 

The average productivity of Serbian agriculture and the F&D  sector is significantly below 

the European average, but the described regional contrasts, as well as the domination of 

domestic and regional capital, produce variable productivity between sub-sectors, and 

between least and most productive companies. 

The productivity of the largest and most technologically advanced companies in Serbia is not 

far from that in the EU, especially when taking into account lower labor costs that have a double 

effect on added value - on the one hand, they directly reduce it because wage costs are lower; 

on the other, they indirectly decrease it because a company is able to offer a lower price, which 

also produces lower business revenues. The average productivity of the 50 largest companies 

in the food and drink industry sector in 2015 was EUR 30,000 per worker, with companies in 

concentrated sub-sectors reaching over EUR 70,000. On the other hand, labor productivity in 

the rest of the economy was below EUR 7,500 per worker. 

Sectors such as sugar or oil, which are mostly located in Vojvodina due to the raw material 

base, are significantly more productive compared to other sectors due to simple purchase 

processes, stable relations between stakeholders, and the high concentration of processors.. 

In relation to the fruit and vegetable sector, most production is located south of Vojvodina, 

so there are many ñscatteredò small households involved. Due to product sensitivity connected 

with fruits and vegetables, this sector is fragmented and there are many actors involved at the 

purchase and processing stage. 

Unlike cereals and oilseeds, and fruits and vegetables, livestock farming and meat and milk 

production are widespread throughout the country. Most of the highly productive companies 

from these two subsectors, such as Imlek, Somboled, Subotica, Matijeviĺ, Carnex, Neoplanta, 

Backa and others, are located in Vojvodina, while most of the traditional producers of milk and 

meat are located in the south. Therefore, although Serbia generally lags behind the EU, it is 

clear that this lag largely concerns producers located south of the Sava River. 

The table below shows approximate participation of sub-sectors in key macro indicators of the 

F&D industry, based on the analysis of data from SBRA. Two things should be noted ï first, 

the least concentrated sectors are at the very top in terms of size - especially concerning the 

number of employees and business income, and second, the most concentrated sectors led by 

the largest companies in the F&D industry are at the very bottom. In the F&D industry there is 

no correlation between the company size and the size of the subsector, as in most other 

processing sectors. However, as we move from ñsocialò indicators to performance and 

profitability indicators, the participation of concentrated sectors increases - reflecting the size 

of companies in the sector and their productivity. 
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Table F&D 1. Sector structure according to sub-sectors and key indicators 

 

 

 

 

 

 

 

 

 

 

Source: calculations by the author based on data from SBRA 

/2015 / #of companies, # of employees, PP, VA, EBITDA / total participation (%) / Food sector 

/ milk and bakery products, fruit and vegetable processing, meat and meat products, milk and 

milk products, animal food, other food products soft drink, oils and fats, beer production, sugar 

production, confectionary products, wine production, spirits/ 

Performance and Competitevness of the F&D  Sector 

Although it is evident that in the past 10 years the F&D industry made a step forward in terms 

of competitiveness, the concrete effects in the post-crisis period cannot be easily determined. 

Given the questionable reliability of the official statistics regarding the growth of added value, 

but also the fact that we do not expect much change in the total consumption per capita in the 

observed period, and a much significant growth in sales in foreign markets by the F&D industry, 

sector performance is evaluated based on the analysis of export activity and export 

competitiveness. Official data, as shown in Figure 2, indicate that the GVA of the F&D  

industry has been steadily declining and has not yet reached the pre-crisis level from 2008 

- however, data reliability is a seriously questionable. 

2015. godina # firmi # zap PP VA EBITDA

Uļeġĺe u ukupnom (%)

Prehrambeni sektor 100.0 100.0 100.0 100.0 100.0

Mlinski i pekarski proizvodi 36.8 32.2 17.3 19.4 14.7

Prerada voĺa i povrĺa16.6 11.0 13.4 11.1 11.4

Meso i mesne preraĽevine11.3 16.2 12.4 10.4 8.5

Mleko i mleļni proizvodi5.2 8.1 10.0 11.8 13.5

Hrana za ģivotinje5.0 5.0 9.0 5.8 6.6

Ostali prehrambeni proizvodi 11.7 7.7 8.2 8.3 7.0

Bezalkoholna piĺa 3.1 5.5 8.2 10.0 10.7

Ulja i masti 0.9 3.0 7.6 6.3 8.9

Proizvodnja piva 0.7 3.2 4.6 7.1 7.7

Proizvodnja ġeĺera0.3 1.4 4.3 4.1 5.2

Proizvodnja konditorskih proizvoda 2.7 4.2 2.9 3.4 3.5

Proizvodnja vina 2.7 1.3 1.0 1.0 0.9

Ģestoka piĺa 2.9 1.1 0.9 1.3 1.5

Izvor: Kalkulacije autora na bazi podataka APR-a Izvor: Kalkulacije autora na bazi podataka APR-a
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Figure F&D 2. GVA of the F&D industry (left axis) and processing industry (right axis), 

in the period 1995-2015 (in 2010 RSD million) 

 
 

Source: SORS  

/ grey line ï food sector / orange line ïprocessing industry 

¶ GVA data show that at the end of 2016, total real value of the sector was about 7% 

lower compared to 2008 and 2009.  

¶ Such a poor performance cannot be fully justified by the prevailing circumstances in the 

domestic market and economy ï since majority of other sectors recorded growth in the 

same period. The manufacturing industry, as shown in the figure above, is recording 

constant growth after the 2009 crisis. We do not see the reason as to why would the 

situation in Serbia be that much different from other examples in the European market 

- because the F&D industry in most comparable countries (Bulgaria, Romania, Poland) 

had managed to overcome crisis and achieve growth.  

¶ As net exports increased constantly, in both value and quantity, the available amount of 

food on the domestic market was expected to decline in value - and consequently to 

bring a sharp decrease in relative prices to keep the quantity unchanged. Since this was 

not the case, it is simply not credible that food consumption per capita fell to such a high 

degree.  

¶ Also, further suspicion of official data was brought up by the fact that 2012 was the only 

post-crisis year in which the F&D industry achieved activity growth of as much as 4.2%. 

In that year, due to a prolonged period of drought, the agricultural sector experienced a 

strong decline in activity of as much as 18%. Agricultural prices went up significantly 

in 2012, which would mean that firms operated with significantly lower profit margins 

(which was not the case, according to SBRA data) or that residents, contrary to their 

usual and rational behavior, decided to significantly intensify food shopping at higher 

prices, which is also unlikely.  

What is definitely clear is that the determinant of growth of the F&D  industry in the post-

crisis period is changing, both globally and in Serbia. The focus in Serbia is shifting from 

ñmeeting the existential needs of the domestic marketò to "perceiving the F&D industry as a 

prospective business with opportunities for conquering foreign marketsò. This is also evident 
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by merely observing export revenues in companies that make up the F&D industry. In the post-

crisis period, the share of exports in operating revenues increased significantly (from 14% to 

24%), and the overall revenue growth was achieved in foreign markets - while domestic market 

sales stagnated. The motivation for the ongoing transformation lies both in urgency and in the 

observed opportunity:  

¶ Food demand in one market is determined by the population size, per capita income, 

and consumer preferences. Given that the number of inhabitants in Serbia is steadily 

decreasing (in the post-crisis period, the number of inhabitants went down by 3.6%), 

that purchasing power is low and growing very slowly, and that this will cause slower 

transformation of preferences from traditional to luxury or very healthy products, it is 

clear that stronger sales growth on the domestic market was not possible after 

2009.Quantity-wise, food consumption in Serbia is already at a sufficient or usual level 

for a European country, so the value of consumption could grow mainly as a result of 

purchase of more luxurious products - however, as mentioned before, this did not 

happen due to the recession. A logical option for most companies was to try to turn to 

foreign markets.  

¶ Serbia is a country that is largely self-sufficient in terms of food needs, which is clear 

from the trade balance. Serbia is one of the ten largest agricultural and food net exporters 

in Europe and the only one among the countries of the former Yugoslavia that is not 

import dependent, that is, a country that generates a surplus of agricultural products and 

food. This position comes from a number of competitive advantages, such as good 

geopolitical position, arrangements for free access to EU markets and Russia, cheaper 

labor and energy, and good natural and climate conditions. These characteristics have 

enabled Serbia to easily place food surplus at competitive prices on foreign markets 

- especially in terms of fruits and vegetables, cereals, oilseeds and sugar.  

¶ The informal segment and natural production within the F&D  industry are still 

very much important. Due to the abundance of small farm holdings, traditional 

heritage and low purchasing power, primary agricultural products are produced, 

processed, and consumed in households. Some of these products are sold in green 

markets or in direct contact with other consumers in the informal market for further 

distribution and sale. The importance of the informal market is high in all sectors, and 

the easiest and most indicative way to present it is to use the example of milk and meat 

segment. As regards milk, natural consumption and the informal market together have 

a share of almost 50%, that is, of the total amount of raw milk, only every other liter is 

purchased by dairy farms. As regards meat, the estimate is similar - the number of 

animals slaughtered outside the slaughterhouse ranges between 40% and 60%, 

depending on the type of meat. Nevertheless, with rural population decreasing, the 

importance of the informal segment in the last years is declining.  

Foreign trade data, observed from three different sources (SORS, Customs, UNComtrade), 

clearly indicate that the (net) export of the F&D  industry has grown steadily in the post-

crisis period, primarily due to orientation to increase market share. 

¶ Annual growth in exports of the F&D industry was on average 8%, and in most years it 

mainly revolved around that rate, with the exception of 2012 (drought). In the observed 

period, total exports were increased by 70%, or by about EUR 680 million, while net 

exports increased by 44%, or by about EUR 250 million. Data for 2017, as of end 
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September, indicate that the F&D industry continued with export growth at a similar 

pace. 

¶ The EU and Russia markets and CEFTA make up 95% of total exports of food products 

from Serbia, so it was expected from the placement on these markets to determine 

almost the entire post-crisis export growth. Almost half of the total export growth was 

achieved on the EU market, which took over the primacy of CEFTA as the main export 

destination, while the rest of the growth was relatively equally distributed between the 

CEFTA and Russia markets. 

¶ In all observed markets, with the exception of CEFTA, Serbiaôs export portfolio grew 

faster than import demand, thus increasing Serbiaôs market share. The figure below 

shows the growth of import demand in observed markets and growth of Serbian exports. 

It is noticeable that Serbia's growth has more pronounced acceleration and decelerations 

compared to general trends import demand - one of the reasons that will be discussed in 

the analysis is the insufficient diversification of exports, often based on the activities of 

one company, one market, or one type of product. 

Figure F&D 3. Serbian export relative to export demand at EU15, non-EU, Russia and 

CEFTA market in the period 2007-2015 (2009=100) 

 

Source: UN Comtrade  

/EU15 import from Serbia (orange)-EU15 import worldwide (blue) / Non-EU Import from 

Serbia- Non-EU import worldwide / CEFTA import from Serbia ï CEFTA import worldwide / 

Russia import from Serbia ï Russia import worldwide 

¶ Serbia has achieved solid growth on the EU market, faster than the import demand of 

that market, while on the CEFTA market it grew parallel to the growth in import 

demand.  

o Products that have determined growth on the EU market - raspberries, fodder 

and other products of the value chain of cereals and oilseeds, greatly reflect 

Serbiaôs opportunities on the EU market. These opportunities lie in luxury 
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products - such as raspberries or usual products where Serbia has a distinct price 

advantage or advantage through some other characteristic, such as the ñnon-

GMOò factor - these are primarily cereal- and oil-based products - fodder, 

soybean oil or other segments of the mill and confectionery industry. 

o In the coming period, main activities on the European market will primarily 

entail differentiation and raising the level of product quality and safety. Intensive 

growth in demand for usual products cannot be expected in the European market; 

demand growth can be expected for luxury goods or goods where added value 

is significantly increased through processing or which are in demand due to 

some other characteristics that make them visually more attractive, healthier or 

more usable. Population growth in the EU will not significantly affect 

consumption growth, as it was only 2.5% in the past 10 years, or 0.26% per 

annum. Income is already at a high level, so it is more likely that the demand for 

traditional and usual goods will decrease, but it will grow for the aforementioned 

more luxurious goods. 

o In the CEFTA market, growth was achieved primarily through products in which 

Serbia has an advantage over neighboring countries due to the economies of 

scale - sunflower oil, flour, sugar, soft drink, and animal feed. Exports of other 

products - primarily milk, meat, and fruits and vegetables - have mostly 

stagnated. Given that these countries have similar characteristics to Serbia, the 

growth of intra-industrial trade can be expected in the CEFTA market, so as to 

diversify consumption and / or make up for current shortages in certain products. 

¶ The fastest growth was recorded in the Russian market - over 40% per annum. Still, the 

initial basis was low, and the sustainability of the achieved level and further growth is 

questionable. 

o Export to Russia grew faster even before the ban on exports from EU countries 

to Russia, and the ban certainly presented additional opportunities. Meat, milk, 

and fruits and vegetables were three key product groups which carried the 

growth in the Russian market. However, after exports to the Russian market 

peaked in 2014, they declined in 2015 and 2016, probably due to Russiaôs strong 

push towards import substitution. 

o In addition to representing a market with great opportunities, due to its size and 

free trade arrangement, the Russian market also represents a type of risk for 

domestic companies: it requires serious adjustment to their standards and 

regulations, and carries a currency risk for the Serbian economy which is mainly 

euro-indexed. Logistics and transport also represent serious challenges for 

companies; we must bear in mind that on the day of joining the EU, Serbia will 

lose all trade privileges with Russia. 

¶ Based on the ñconstant market share analysisò which included 116 food products 

exported by Serbia in the period 2009-2016, the conclusion is that food products from 

Serbia are relatively more represented in key markets compared to the beginning of the 

crisis - of total export growth (70%), almost half (35 pp) was achieved thanks to faster 

export growth than import market demand. Export growth was recorded in 70% of 

products (or in absolute value, 81 products). The analysis also indicates that higher 

export market share was recorded for more than half of the products. Taking into 
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account the growth in world demand for specific products, as well as the growth of 

Serbiaôs export markets, the analysis further indicates that almost half of the total growth 

was achieved by competitiveness, that is, the ability to increase placements faster than 

import demand. 

¶ However, the analysis must give due consideration to the fact that the starting point for 

most products in most markets was low, that the starting period coincided with the 

beginning of the crisis and the use of benefits from international arrangements. A more 

detailed analysis and observation of competition and the structure of placements 

indicates that the potential is moderately to significantly higher than the achieved 

growth. 

o Serbia primarily won market share by growing faster than most developed EU 

countries, and did not take full advantage of the opportunity presented to new 

EU members, which are usually more cost-competitive and faster-growing. 

o The growth rate of Serbia's exports to the EU market was faster than the import 

demand of that market, but also significantly slower than the increase in food 

exports from Romania, Bulgaria, Hungary, Croatia and Poland, as shown in 

Figure 4. Namely, the export of these five countries on the EU market averaged 

about 12% annually. 

¶ The reason behind slower growth and missed opportunities is not easy to explain, but 

we will show that most challenges arise from the specific structure of the Serbian 

economy ï in terms of size and ownership. 

 

Figure F&D 4. Serbian export in relation to non-EU members, in the period 2008-

2015. 

 

Source: UN Comtrade 
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Key Issues and Challenges 

Going deeper into the structure of exports according to products and exporters, it is clear that 

the export of the F&D  industry is not diversified and produces little added value to 

agricultural production.  

¶ Export diversification is low,observed from the aspect of product, market, and export 

companies. 

o Export of fruits and vegetables, together with two other product groups - (i) oils 

and fats, and (ii) mill products, accounts for more than 50% of exports of food 

products. Table 2 shows detailed export structure and trends, according to the 

sub-sectors observed. 

o Fruit and vegetable products, particularly frozen raspberries, are 

absolutely the most important segment of Serbian food exports. These 

products account for a third of exports and contributed to the increase in total 

post-crisis exports by as much as 40%. The significance of this sector for Serbian 

exports is also evident from fact that its RCA is close to 9, meaning that the 

product has nine times higher participation compared to other countries. Most 

exports of fruit and vegetable products actually concerns frozen raspberries, 

which is marketed in the developed EU countries and North America. The 

placement of this product on these markets accounts for almost 2/3 of exports of 

fruit and vegetable products, that is, almost one fifth of total exports of food 

products. 

o Oils and fats exports are mostly tied to a few companies (VictoriaOil, 

Diamond, and SojaProtein), with clearly defined export destinations - soybean 

oil is being marketed in more developed EU countries, and sunflower 

exclusively in the regional and some non-EU countries. Although the export of 

mill products is diversified by the number and participation of exporters, it is 

strongly focused on the CEFTA market, which accounts for 75% of exports of 

these products. 

o Export of the remaining products is largely concentrated in terms of 

exporters - the three large exporters are mainly responsible for exports of 

whole groups of products, or markets - where products are largely tied to 

either the regional or Russian market. As concerns sugar, the entire export is 

determined by activities of two companies (Sunoko and Hellenic). As for drink, 

several well-known brands (Coca Cola, Carlsberg...) mainly market products in 

neighboring countries, whereas meat and milk exports are entirely focused on 

the CEFTA market, with a short-term growth in the Russian market. 

  



28 
 

Table F&D 2. F&D industry export by sub-sectors, in the period 2008-2015 

 
Source: UN Comtrade 

Export (EUR mil.) / Trend / Participation / RCA / Export growth /fruit and vegetable 

processing/mill and bakery products/oils and fats/sugar production/soft drink/other food 

products/meat and meat products/milk and dairy products/animal foods/beer poroduction / 

confectionary products / wine production / spirits. 

¶ The sector adds small added value to agricultural production, due to short value 

chains and low productivity. The relationship between agriculture and the food 

industry both in terms of GVA and in terms of exports indicates that Serbia is among 

countries that add the least value to agricultural production. Two determinants that 

clearly affect a low added value are short value chains and low productivity in all chain 

product segments.  

o Short value chains are evident through: 

Á Significant placement of raw materials.In 2016, Serbia exported 

almost EUR 1 billion of agricultural products. Cereals are predominant, 

namely corn, oilseeds and other industrial plants, and fruits and 

vegetables. Observed from the point of value chain, the placement of 

completely unprocessed raw materials is a sort of lost added value for 

the F&D industry. Corn is almost exclusively exported in raw form, 

while soybeans exports are also increasing - these raw materials could be 

used for the production of high-quality fodder - and given their non-

GMO status, Serbia could brand and promote such products. 

Á Low product processing.Products are often placed as raw or as finished 

already after primary processing, which relates to basic processing of 

agricultural products, such as grinding - obtaining flour, crushing - 

obtaining soybean meal, or freezing ï placement of frozen fruits and 

vegetables. Luxury and expensive products have a small share in total 

placements - raspberries are exported in bulk, in packages of 5-10 kg and 

not in ñretailò ready-made packaging. Although there are significant 

quantities of non-GMO soya, soybean cheese or milk products are 

negligible. Confectionery products are the most expensive export 

products in the F&D industry but record an unusually low share in 

exports. 
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o Low productivity along the value chain 

Á Agriculture in Serbia is generally characterized by relatively low 

yields per hectare or per capita.By observing only 37 varieties where 

Serbia's production exceeds 10,000 tons, the conclusion is that EU yields 

are on average 60% higher than the average for a given variety in Serbia. 

If the deviation in yields is weighted by the structure of the Serbian 

primary production, placing importance on products that Serbia produces 

most, average deviation is somewhat milder at 37%. It is well known that 

yields in Serbia are lower due to the poor use of modern agro-mechanics 

and agro-technical measures, and that this is often compensated by lower 

labor, energy and land costs. The figure below shows yield deviations in 

Serbian agriculture relative to the EU28 - all EU yields are normalized 

to 100%, making it easier to see the percentage deviation. 

Á As with most other sub-sectors, food productivity is significantly 

lower than that of comparable countries. Currently, this is offset by 

lower labor and energy costs, but a more dynamic growth in 

competitiveness requires stepping up productivity. 

Figure F&D 5. Average yield comparison between Serbia and EU28 (37 varieties) 

 

Source: FAO 

Fragmentation of the F&D  Sector 

Before discussing the possibilities and limitations in terms of finding solutions to these issues 

and raising added value, we will first consider the fragmented structure of the sector (HHI only 

62). This is a fundamental characteristic of a large part of the Serbian agribusiness sector, 

which has strongly influenced the current competitive position, and which must be taken 

into account when designing any corrective strategies.  
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¶ Four most important sub-sectors within the F&D  industry - mill and bakery, fruit 

and vegetables, meat, and milk, which account for almost 70% of employment, 

over 50% of the added value, and almost 50% of exports, are extremely 

fragmented. The total number of companies in these four sectors is close to 2,800, and 

concentration in the sub-sector is low, observed through the HHI index and participation 

of the largest companies. The milk sub-sector is an exception, because despite several 

hundred traditional dairies, the concentration is higher and ñImlekò company is the 

absolute leader (it makes up about 40% of the formal market). However, informal sector 

within the milk sub-sector is significant and absorbs almost a third of the total amount 

of milk produced.  

¶ This structure is largely determined by the structure of the agricultural sector 

and complex political and economic situation in the entire agricultural sector. 

o Visoka High fragmentation and a large number of companies reflect the 

structure of the agricultural sector, which is further fragmented - over 

600,000 farms with an average farm size between 5 ha and 6 ha. Serbian 

farmers operate in conditions of low marginal costs on small land parcels 

(raspberries are cultivated on land of average area of 0.2 ha and there are 80,000 

registered producers), and harvesting is mainly performed directly by farmers 

and their families, along with several seasonal workers. This is possible because 

agricultural production is often considered as additional income, not a primary 

activity; a household earns significantly above the average salary or pension in 

Serbia, and with raspberries it is possible to reach EBITDA in the amount of 

EUR 1,200 - 1,500 on land area of 0.2 ha) 

o Due to the complex political and economic situation in terms of land 

ownership, which had practically prevented the entry of foreign capital that 

would have probably accelerated land consolidation and development of 

large commercial farms, most capacities and facilities in the agricultural 

sector were privatized by domestic or regional capital. Despite the fact that 

a relatively rapid inflow of domestic capital did initiate early transformation of 

the F&D industry and preservation of capacities, which have been collapsing in 

other sectors, this capital was extremely limited. These companies operate 

successfully thanks to comparative advantages in the primary sector, as well as 

low costs of electricity and labor (work), but are exposed to the same challenges 

as other emerging SMEs. Combined with limited access to foreign markets, 

limited capital has also contributed to slower growth and slower consolidation 

of the sub-sector. 

o In the F&D  industry, there are only a few well-known foreign companies, 

mainly in the spirits and soft drink  sub-sector - Coca Cola, Carlsberg and 

Molson Coors, global leaders in their industries. In other sub-sectors, globally 

known companies are Nestl® and Pepsi, as well as some companies that are 

recognizable in specific activities such as De Heus and Sanders (livestock feed) 

Crop S and Rauch (fruits and vegetables), Hellenic (sugar)é However, foreign 

companies operating in Serbia are mostly oriented towards supplying domestic 

and / or regional markets. The three largest exporters in the F&D industry are 

domestic companies, and only 15 foreign companies have exports above EUR 

10 million and account for less than 20% of the F&D industry exports. 
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Competitiveness Analysis by Sub-sectors  

The described structural characteristics influence the performance and operations in 

most F&D  sub-sectors. However, due to the described regional differences, the degree of 

fragmentation and domestic ownership, as well as the intensity of the impact of these 

characteristics differ between sectors, depending on technological processes and importance of 

the economies of scale for a single sub-sector. For example, in the sugar or oil sector, the 

fragmentation of primary production did not affect the processing, which is concentrated in 

only a couple of companies On the other hand, the fragmentation and impact of domestic 

ownership are most pronounced in the fruit and vegetable sector, which nevertheless proved to 

be the most competitive F&D sub-sector.  

In order to produce specific recommendations and solutions to increasing competitiveness, the 

focus must move from a diverse and widely defined F&D industry a specific sub-sector and 

from there to a specific product or group of products.  

¶ For the purpose of this analysis we selected the fruits and vegetables sub-sector 

and product, specifically raspberries, as the most competitive, with serious 

potential for diversification and higher added value within the value chain. A more 

detailed explanation as to why this subsector and product were selected is provided in 

the section dedicated to the analysis of the value chain of this sub-sector.  

¶ But first we will give a brief analysis of the meat and milk sub-sectors, which were also 

considered for in-deep analysis and recommendations, since they are the ñtop of the 

pyramidò of agricultural and food production, and their performance and potentials are 

constantly under public scrutiny. A brief analysis of the two sub-sectors indicated that 

Serbia has tradition and moderate potential, especially in the milk sub-sector; however, 

two priorities for both sub-sectors in the medium-term are to preserve a dominant 

position in the domestic market and to accelerate sector transformation and 

commercialization. Rapid growth of net exports is still not expected. Given that most 

potential measures in both sub-sectors refer to the primary, agricultural segment, which 

is not in the focus of this report, the focus is placed on a far more competitive and more 

export-oriented sector of fruits and vegetables. 

¶ The analysis of competitiveness of these three sub-sectors is followed by 

recommendations for improving the competitiveness of the F&D industry. All these 

recommendations also apply to fruits and vegetables, which were later supplemented 

with additional, sub-sector-specific. 

Meat Sub-sector 

The meat sub-sector will be thoroughly discussed for three reasons: (i) it represents the top 

of the pyramid of livestock production and has potentials to create the highest added value and 

employment along the chain, and as such, it is often scrutinized by the public and decision-

makers; (ii) it is important for understanding the milk and animal feed sub-sectors, whose value 

chains are integrated or at least closely related to the meat value chain; and (iii) the largest 

number of disputable public certificates is related specifically to the meat sub-sector, including 

the level of production, import dependence, and export potential. 
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The global level of meat trade is relatively low, and a small number of countries that have 

managed to position themselves as relevant exporters achieve significant economies of 

scale, either by creating production niche, or by having large domestic market.  

¶ Of the total global consumption, about 86% comes from countriesô own production. 

Countries trade more in key inputs for meat production - soybean and corn than meat 

itself. China is the largest consumer of meat and soybean and accounts for 30% of the 

world's total consumption of these two products; while it produces 97% of the meat 

consumed, it produces only 15% of soybeans. European Union is no exception in that 

respect; as a whole it is self-sufficient in meat production and imports from third 

countries are negligible. It is interesting, however, that the level of intra-trade within the 

European Union is relatively high, in the sense that the northern countries produce 

significantly more than they need and place this surplus on markets of southern 

countries, which are dependent on meat imports. That is in line with the fact that meat 

production has large economies of scale. 

¶ There are only about 20 countries who have managed to position themselves as 

significant global net exporters of meat, covering meat shortages in the remaining 150 

countries. These exporting countries can be classified into two groups, according to 

their characteristics: (i) countries that produce small surpluses per capita, but have a 

huge population, such as Brazil, Canada, Spain, Poland, the USA, Argentina, 

Germany and India (India has a surplus of only 1 kg per capita, which is enough to 

cover the entire meat demand of, for example, the Netherlands; (ii) countries that have 

relatively small population, but produce enormous quantities per capita, such as 

Denmark, New Zealand, Uruguay, Ireland, Belgium, Australia, the Netherlands, 

Paraguay, Belarus, Hungary and Austria.  

¶ The primary goal of the first group of countries is to satisfy domestic consumption, 

while those in the second group are specialized, modern meat producers, which are all 

highly developed countries, with the exception of Paraguay and Uruguay where ideal 

climate conditions were coupled with strong public-private partnership and liberal 

land policy, and Belarus which is fully oriented towards the Russian market and which 

seized the window of opportunity created by the conflict between the EU and Russia. 

Common to both groups of these countries is that they achieve significant economies 

of scale, which determine their cost competitiveness at global level, because meat 

brings with very low margins, the lowest in the food industry. 

By European standards Serbia is a small and moderate meat producer, currently oriented 

primarily to meeting the needs of the domestic market, consequently yielding low and 

insufficiently diversified exports.  

¶ With production of about 70 kg per capita, Serbia is ahead of most of the surrounding 

countries and countries such as Greece and Italy, but behind Poland, Hungary and 

Austria, Germany, Spain and France, and significantly behind leading manufacturers - 

Ireland, the Netherlands, and Denmark, whose production per capita is much higher. 

¶ In the post-crisis period, Serbia is constantly on the brim of self-sufficiency in terms of 

supplying own meat market ï consumption level almost equals production. Serbia has 

an abundance of inputs for animal feed, tradition in meat production, and lower farming 

costs, but there are two more important factors that have helped maintain this balance - 
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relatively high levels of effective customs protection and the specific structure of 

domestic market and market channels, due to which a relatively small percentage of 

consumers buy meat through modern retail channels. Even in free-market trade, 

international competitors would probably find it difficult to reach most consumers. 

¶ The achieved low level of export is directed mainly towards the CEFTA market, which 

for many years has been individually the most important and the only relatively stable 

market for Serbian meat exports, with an average share between 70 and 80 percent in 

Serbian exports. However, having in mind that Serbia is already a key player on the 

markets of Montenegro and FBiH, and that these markets are small and already 

dependent on imports, it is clear that placement growth which could significantly affect 

the performance of the Serbian meat subsector cannot be expected on the CEFTA 

market.   

¶ When it comes to the huge Russian market, which is often considered as Serbiaôs great 

opportunity, it seems that with the current level of competitiveness barriers are very 

high. In fact, 2014 and 2015 were the only two years when more than just a ñmoderate 

growth of exports based on the CEFTA marketò was achieved. Growth in the Russian 

market in those years came after the political and economic conflict between Russia and 

the EU; however, this growth has not proven to be unsustainable. Exports soon declined, 

under the pressure of strong import substitution and Belarus making the most of the 

window of opportunity. Russia imports from South American countries (70%) and 

Belarus (25%). Most of the remaining imports concern large countries, such as 

Kazakhstan, India, and Australia. Countries that can be considered Serbiaôs competitors 

(the non-EU and CEFTA countries) currently have insignificant exports in the amount 

of EUR 5-10 million. Before the sanctions were introduced, countries similar to Serbia, 

such as Hungary, Lithuania, Belgium or Austria, exported meat to Russia worth EUR 

50-100 million annually. 

¶ Due to the ban on the export of fresh and frozen meat from Serbia, the EU market 

remains irrelevant, and Serbia has not appeared in that market in the past three decades. 

The basic problem concerns the export of pork. Unless thermally treated, pork cannot 

be exported to the EU due to the plague vaccine, nor transported through the EU, which 

also creates problems with exports to Russia. The meat is transported to Montenegro, 

then shipped around Europe to Scandinavia, and the transported by road to Russia. It 

takes 40 days for meat shipments to reach Russia, but it would take only 40 minutes if 

shipped directly from Serbia. 

¶ The lack of public promotion by companies and other stakeholders for the 

implementation of measures that would lead to the abolition of the ban on exports 

indicates that Serbian companies probably do not even see even a slight chance to appear 

in a demanding EU market, either because ñthe maps have already been drawnò or 

because it is clear that the appearance on this market requires investments and level of 

production that are currently unachievable. Another reason is that the domestic market 

is expected to show room for additional growth in sales - namely, it is expected to see 

further decline of the extremely important natural production and people turning to 

butchers and supermarkets to buy meat. Of the total meat production, only half comes 

from slaughterhouses, but despite still low share of meat obtained from slaughterhouses, 
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it has increased significantly over the past ten years. A high share of natural production 

is a chance to increase commercial production in the future. 

Although the exploitation of export potential and the appearance innew markets is a common 

topic among the public and decision makers, looking medium-term, it is not realistic to see 

the Serbian meat sub-sector go beyond safeguarding a dominant position in the domestic 

and regional markets, and possibly achieve less penetration in individual niches.  

¶ Despite being a small and poorly competitive meat exporter, unlike other countries in 

the region and the non-EU countries, Serbia is also a relatively small (net) importer. 

However, the net position is slightly deteriorating each year, by gradual liberalization 

of trade in line with the SAA, and gradual modernization of the sales channel and higher 

share of modern ñretailersò in meat sale. Meat consumption in most of the new EU 

member states (with the exception of Hungary and Poland), CEFTA countries, and 

Greece and Italy, exceeds their production - and often the imports of these countries 

exceed their own production. In terms of market size, geopolitical position, and strategic 

orientation, Serbia is relatively similar to those countries, so it is evident that with 

further liberalization and market transformation comes a risk of significantly higher net 

imports.   

In order to preserve the acquired position, it is necessary to make a step forward in 

competitiveness, which means continuing transformation and commercialization of the 

value chain for meat production, through consolidation and modernization. As already 

mentioned, like other agricultural and food industry sub-sectors, the meat sub-sector too is 

characterized by fragmentation, especially in primary production.  

¶ The transformation process has begun, producing lower number of heads and meat on 

traditional farms, and their increase on commercial farms, and a clear growing 

distinction between modern and traditional producers. Despite popular belief, primary 

production in Serbia is not below the 2000 level. In absolute terms, it is at a similar level 

and in 2015 the production per capita was the highest since 1990. In the period of 2000-

2015, the number of heads has declined, in all categories, along with the decrease in 

rural population. Despite the decrease in the number of heads the quantity of meat 

produced has remained the same, which means that commercial farms are becoming 

stronger; commercial farms operate with a smaller livestock fund, but genetically more 

favorable and better-fed, which affects the increase in the average weight of animals. 

¶ Fragmentation is still high. We will take pork meat to illustrate fragmentation in the 

primary segment ï beef meat segment is even more fragmented, but in poultry meat 

segment it is less pronounced. As much as 93% of the 350,000 pig farms have herds 

counting less than 20 pigs, and account for almost 50% of the total number of pigs. On 

the other hand, 229 farms, which make up less than 1% of the total number of farms, 

have herds with more than 400 pigs (on average about 3,500), and participate in the total 

number of pigs with over 20%. The first group is dominated by households south of the 

Sava River, while households from Vojvodina lead in the second group accounting for 

Ĳ of the mentioned 20%. 

¶ Such high fragmentation in the primary segment, along with all previously discussed 

limitations, significantly influences the factors of competitiveness. Herds are smaller, 

the mortality rate is higher, breeding time is longer, the average weight of the animals 
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is lower, and the final purchase price, due to the lack of economies of scale and 

inadequate farm management, is higher than in most EU countries which are a 

competitive threat. 

¶ In the processing segment, fragmentation is less pronounced but still present. There are 

over 300 companies in the market, and the top 25 account for 75% of the sales revenue. 

However, in order to achieve the necessary economies of scale, further consolidation of 

the processing segment is necessary - larger and more modern farms will have to 

continue increasing production, reducing unit costs and improve competitiveness. It is 

expected that smaller and unprofitable processing centers will be abolished. It is not 

solely the high production per capita that affects productivity, but also production 

concentration (for example, Denmark produces 300 kg of meat per capita through only 

150 companies, while Serbia produces about 35 kg through more than 300 companies). 

In addition, it should be noted that according to the information, most Serbian 

companies operate with capacity utilization ranging between 50% and 70%, and the 

reason is insufficient quantity of available raw inputs as well as difficulties of adding 

additional production levels on the market. 

Serbia is competitive in the production of key inputs for meat production - corn, soybean, 

and sunflower, which is a good starting point.  

¶ The yields are at relatively high level thanks in particular to the favorable soil 

characteristics in Vojvodina. Serbia is lagging behind in corn yields, while soya and 

sunflower yields are higher than in Europe. 

¶ The total quantities produced are relatively high, even for the European level. Serbia's 

production reaches 25% of European soybean production, 10% of corn production, and 

5% of sunflower production. 

¶ Serbia is price-competitive in the primary segment, and products have the potential to 

be differentiated using the non-GMO factor, and achieve higher prices in the global 

market. The lowest purchase prices of corn and soybean were recorded in Serbia 

compared to all other EU countries, while soya purchase price was at EU average. 

Bearing in mind that Serbia has certain competitive advantages, and that the meat sector 

is worth supporting, state policy measures and limited resources must be adapted to fully 

support the achievement of the desired level.  

¶ Serbia has a tradition in the production and export of meat; key inputs such as cereals 

and oilseeds are not only available in the domestic market but also show competitive 

performance; labor, electricity and land costs are lower than in the vast majority of 

comparable EU countries - so in the coming period it is crucial to support the promotion 

of genetic potential, facility modernization, and farm management of those primary 

producers that have the potential to be competitive. More funding from the agricultural 

budget should be used for improving productivity and product quality, and less for 

financing by the number of heads. Given that the total necessary investments along the 

chain are estimated at over EUR 500 million (IPARD strategy), it is necessary to release 

IPARD funds as soon as possible to support the overall transformation process. When 

establishing a vision and strategy, it is necessary to study in detail the examples of 

Hungary and Poland - after joining the EU these two countries have managed to remain 
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net exporters of meat, as well as Romania and Bulgaria, whose import dependence 

significantly increased. 

¶ It is evident that Serbia must strive to join the WTO in order to improve the conditions 

for appearing in other markets, and also to signal its affiliation to the international 

market community. However, as long as the protection from import of GMO crops is in 

force, Serbia has the opportunity to position itself on potentially very profitable niches, 

whose growth in the future is undoubtedly related to the production of non-GMO meat. 

Given the existing structure and level of production, it is more likely that Serbia can 

shape itself as an exporter of niche products, rather than exporter of traditional products 

where price competitiveness is much more pronounced.  

o Bearing in mind that in Serbia corn and soybeans are not genetically modified, 

and that everything is indicating that this will not change, branding and 

certification of meat that is not fed by genetically modified foods could be a 

significant export possibility. The demand for genetically unmodified products 

is growing and Serbia is one of the few countries that produces and uses 

unmodified corn, soybeans, and meat. 

o In terms of beef meat Serbia has all the essentials to be competitive, but the 

trends are quite weak; both the number of heads and per capita production are in 

decline, and the EU market demand is weakening. Beef production in Serbia has 

a strong genetic base - Simmental breed for basic production and self-sufficient 

fodder production. Serbia also benefits from the fact that cattle breeding is not 

demanding in terms of technology, and does not require much hard work. It, 

however, requires space and land, which is also an opportunity for the areas that 

are slowly ñdyingò. Nevertheless, the Serbian production for export is so low 

that even 20% of the EU quota for baby beef exports is not met. 

Milk Sub-sector 

Milk market analysis is similar and closely related to meat market analysis. The common 

characteristics of the two sub-sectors, already described in the analysis of the meat sub-sector, 

are as follows:  

¶ Low global trade level - 85% of milk and dairy products come from domestic 

production. 

¶ A small number of countries are exporters ï surplus produced in 30 countries makes up 

for shortages in all other countries. 

¶ Division by country, in terms of net exporters and importers, largely coincide. Just like 

in the meat sub-sector, the three largest producers producing the highest surplus per 

capita are Denmark, Ireland and New Zealand. Given that other participants take similar 

positions as in the meat sub-sector, it is reasonable to assume that the competitiveness 

of the two sub-sectors is often based on common factors and comparative advantages. 

¶ However, unlike meat, the economies of scale are less influential in the milk sub-sector, 

and there is more room for smaller and possibly less specialized countries - the net 

exporters are joined by the Baltic countries and Luxembourg, while countries such as 

Canada, the United States, or Brazil are less important actors than in the meat sub-sector. 
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One of the reasons is that margins are somewhat higher than in the meat sub-sector, 

which nevertheless relieves the pressure of price competitiveness. 

¶ It should be noted that EU is a significantly more important actor in the net placement 

of milk than meat, and that the milk sector is equally protected and supported as the 

meat sector, if not more. 

o On the supply side, the EU quotas have been abolished. They were introduced 

30 years ago due to over-production (ñmilk lakes & butter mountainsò) - and 

production has been growing slightly since then. 

o On the demand side, the consumption in the EU market is not expected to rise 

because it is at the upper limit ï it has been decreasing slightly per capita in the 

last 10 years. 

o Therefore, the EU market is quite saturated and difficult to reach ï even for 

quality products. 

¶ Serbia is mostly self-sufficient in terms of milk production (as is the case with meat) - 

it produces a little over its needs.  

¶ The primary sector is similarly if not more fragmented than the meat sector. 

o Cattle breeding takes place on 250,000 farms and in 2015 there were 430,000 - 

95% of all herds have one to five cows. 

¶ Even the milk industry is going through a kind of transformation, or turning to 

commercialization. 

o The number of dairy cows is in constant decline, so in the past 10 years the total 

reduction was 40%, from 607 to 430 thousand heads. 

o However, this decline did not affect the decline in milk production, which 

dropped by only 5.4%, and given the decrease in population, the per capita 

decrease was even lower, amounting to 1.2% or 2.57 liters annually. 

o Average milk yield per cow has increased by more than 35%, from 2,600 to 

3,500 liters, which testifies to better breed composition, consolidation, and 

professionalization, that is, the fact that those who could not follow the 

inevitable market transformation fell out of the race.   

o In that respect, Serbia is only at the beginning of the road, as evident from the 

relatively low amount of milk that ends up in dairies 

Á 65-70% of raw milk goes directly into industrial plants for the production 

of milk and dairy products, and 30% of the raw milk remains on farms 

(2% is lost in primary production). 

Á About 60% of the total amount of milk remaining on farms is directly 

sold at local markets, stores or directly to locals, while the rest is used 

for personal consumption at family farms. 

o Therefore, as in the meat sub-sector, there is room for growth in the domestic 

market, along with further commercialization. 
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o Most recommendations concerning meat also apply to the value chain of milk - 

especially regarding the experiences and policies of other countries that were in 

a similar position as Serbia before joining the EU, reviewing the effectiveness 

of spending and state aid, and ensuring quick availability of IPARD funds. 

Key differences relative to the meat sub-sector in the context of Serbia are as follows: 

¶ Raw milk production in Serbia is price-competitive compared to the surrounding 

and EU countries. Milk production in the primary segment implies a less pronounced 

economies of scale, so the impact of management on a farm is less significant compared 

to the cost of raw materials for animal feeds and labor; this also creates a very low 

purchase price of milk in Serbia which is, despite high fragmentation of the primary 

segment, among the lowest in Europe. It is precisely the low price that staved off the 

impact caused by the abolition of production quotas in the EU market and the ban on 

exports to Russia by the EU, with or without the levies introduced occasionally. 

¶ The processing segment is less fragmented; 4 to 5 dairies (Imlek, Mlekara Sabac, 

Subotica and Somboled), headed by Imlek (which according to characteristics does not 

lag behind the leading EU dairies) dominate the market and purchase 60-65% of the 

total quantity of purchased milk (14 largest dairies are responsible for 90% of the 

purchase). 

¶ Production by companies is relatively larger compared to the meat sub-sector, and 

the capacities are generally more updated. In relation to the entire F&D industry, the 

milk sub-sector is relatively modernized, which is also reflected in the fact that its share 

grows as we move away from the social indicators - the number of companies and 

employees ï towards the profit indicators. Although the sector accounts for only 5% of 

companies and 8% of employees, it is responsible for 10% of operating revenues, 12% 

of added value and even 14% of EBITDA. A relatively high labor productivity, 

operating income per employee, and EBITDA margins confirm a considerable degree 

of automation and professionalization in the sector. However, what is common for both 

meat and milk sub-sectors is that capacities are not fully utilized (60-80% of capacities). 

¶ A more competitive primary price and a more concentrated and modern 

processing sector have also enabled a somewhat better competitive position in milk 

exports. 

o Serbia is a net exporter of dairy products. Net exports have been quite stable 

over the last ten years, and doubled the last two. Although the export of dairy 

products and milk from Serbia does not appear to be high in absolute terms - 

relatively observed it is not as low, as is the case with meat. The share of 

exports of dairy products in total exports is at a higher level than usual, and the 

RCA indicator in both 2009 and 2015 was significantly above 1.  

o Two most important export products are curd cheese and yoghurt; together with 

milk they account for the complete exports. Exports are not very diversified, nor 

usual ï products most commonly traded on the world market are cheese and 

powdered milk, and yoghurt is the least traded product. In addition to milk, milk 

powder is the most important import product of Serbia since it is widely used in 

the confectionery industry, the production of which is not widespread in Serbia. 
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o Milk exports were significantly increased in in the last two years thanks to the 

growth achieved on the Russian market, and are slowly becoming dominant and, 

unlike meat exports, did not decline after the first couple of years (maintained at 

around EUR 25 mil). Before the crisis Serbia exported only to the CEFTA 

market, but it diversified its placements in the post-crisis period. Export to the 

CEFTA market is still the most significant and has remained more or less stable 

over the years (in the last 10 years the average is about EUR 45 mil). Exports to 

the EU market are still low, but they did record an increase from 0 to UR 10 

million, which is a ñpositiveò signal. 

Similar to the meat sub-sector, it is crucial to speed up commercialization of the primary 

segment in the coming period, in order to accelerate quality improvement processes and 

enable progress of the economies of scale. According to SEEDEV, three groups of primary 

milk producers are clearly distinguished in Serbia - (i) producers who are generally out of 

formal flows, who keep only a couple of cows, do not have good genetic potential and produce 

relatively little milk; (ii) middle ñactorsò who are slowly adjusting to EU standards and 

regulations, but with a lot of work ahead of them, and who sell milk mainly to dairy farmers; 

(iii) large farms operating at levels required by the EU. We agree with SEEDEV that as long as 

Serbia protects the domestic market the process will run at a slow pace, on the other hand, on 

the day of joining the EU full liberalization will ensue, which will be a blow to those who have 

been protected for years. Therefore, it is desirable to gradually liberalize the market, which will 

result in reduction in a number of farms, primarily from the ñmiddleò category, as well as in 

increased production by more commercially-oriented and sustainable farms that will jump at 

the chance. 

In terms of export, as in the meat sub-sector, niche products and potential branding of 

non-GMO products present good opportunity. One of the key priorities in this process is 

raising the quality level of milk, including inevitable establishment of a national 

reference laboratory and turning subsidies towards quality as well. 
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Fruit and Vegetable Sub-sector (F&V) , with a focus on raspberries  

A Review of Characteristics and Performance of the Entire Sub-Sector 

Fruit and vegetable sub-sector is the most competitive sub-sector of the F&D  industry and 

one of the most competitive representatives of the Sebian economy in general. 

¶ According to FAO statistics and estimates, nearly 3 million tons of fruits and 

vegetables are produced annually in Serbia, on close to 400,000 hectares. The fruit 

segment is dominated by plums and apples; most of the plum yield is spent on farms in 

brandy production, without serious commercialization, unlike apples, with intensive 

production developed over time and primarily intended for exports, which have 

increased 10 times over the period of ten years. In the vegetables segment dominant 

varieties are potatoes, tomatoes, cabbage, and peppers, which account for 54% of the 

land under vegetables and 77% of the total vegetable production. Serbia has a significant 

share in the European, and even world market in the production of certain varieties. 

Serbia makes up more than a quarter of the European quince production (37%), 

raspberries (33%), cherries (29%), and plums (26%). As for vegetables, significant 

participation exists only in the production of cabbage and peppers - with both products 

close to 5% of European production. 

¶ Serbia is producing significant and growing surpluses of fruits and vegetables, 

which are relatively easily placed on the international market. Taking into account 

the segment of fruits and vegetables that falls under agriculture and not necessarily 

under the manufacturing industry, and reveals the overall potential of this value chain - 

such as, for example, fresh apples, it is noticeable that the total export of fruits and 

vegetables is extremely high and fast growing. In 2016, exports exceeded EUR 700 

million, reaching over 5% share, which is significantly higher than the average in the 

vast majority of other countries. This is also evident by an extremely high RCA indicator 

(9), which illustrates the extent of Serbiaôs comparative advantages in the production 

and marketing of exported fruits and vegetable. Net exports exceeded EUR 400 million 

and, if products which Serbia is not able to produce, such as tropical fruits and citrus 

fruits are omitted from this calculation, net exports reach the level of about EUR 580 

million, which clearly indicates the level of surpluses realized in Serbia. 

¶ During the crisis period Serbia has increased its exports significantly, and the 

market share analysis indicates that growth was achieved primarily through 

competitiveness. In the post-crisis period, fruits and vegetables exports grew by 13% 

annually, that is, total exports were more than doubled. The analysis of the constant 

market share of 27 product groups, as well as all export markets, shows that over 70% 

of the growth was achieved thanks to the increase in market share, which shows that 

Serbia increased its exports in respective markets with its product portfolio faster in 

relation to import demand of these markets. 

¶ Fruit products are a dominant category and account for more than 80% of exports. 

Raspberries and apples are the two most important export varieties, making up 

more than half of total exports of fruits and vegetables. Although these two have 

shaped the growth of exports, it is important to note that exports of the majority of other 

varieties have also increased dynamically, as shown in Figure 6 below. Serbia is a net 
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exporter of all the crops that households are able to produce (excluding citrus fruits), 

except for tomatoes and cucumbers due to increased net deficit in the last three years. 

Three more products should be mentioned, both for their current relative significance 

and for their growth potentials and competitiveness - plums, cherries and peppers. For 

example, Serbia exports only 5% of produced plums, due to insufficient purchase 

process. Export of products made from these three varieties reached almost EUR 100 

million euros in 2016, making Serbia an important producer at the EU level, with 

indigenous species that can be improved and processed as niche products or products 

with protected geographical origin. 

Figure F&D 6. Fruits and vegetables export gowth, excluding raspberries and apples 

(2006-2016, in tons) 

 
Source: UN Comtrade 

Export of fruits and vegetables and fruit and vegetable products from Serbia,  2006-2016 

/peach, green peas, strawberry, pickles, pears, onion, nectarine, tomatoe, beans, carrot, 

peppers, blackberry/ 

 

¶ The Russian Federation is the most important export destination, followed by 

Germany and other developed EU countries. 

o Russia is the primary destination for most fruit crops (except for 

raspberries) - apples, apricots, peaches, strawberries, plums, cherries... 

Raspberries are exported to more developed European countries - Germany, 

France and Belgium, while the large and unsaturated North American market is 

becoming increasingly more attractive to Serbian exporters. 

o As far as vegetables are concerned, exports are much more diversified. Most 

of the exports are directed towards the CEFTA market and surrounding 

countries, primarily due to perishable property of these products. However, 

certain varieties, such as peppers, mushrooms and cucumbers, are increasingly 

exported to Germany, Italy, and Austria.Despite encouraging market signals 

in the fruits and vegetables sector - net exports are high and in constant 

increase - a deeper review of the structure suggests that Serbia does not use 

all the available potential. Key characteristics of the value chain of fruit and 

vegetables in Serbia are low added value through processing and low 
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diversification of exports, despite a relatively high agricultural production. As 

previously explained, this does not concern the fruit and vegetable industry only, 

but represents a general problem of the entire Serbian food industry, which is 

particularly pronounced in the fruits and vegetables segment. Serbia is one of 

the countries with the lowest relation between exports of food products and 

agricultural raw products (below 2), because it exports a relatively high 

percentage of raw products or products with added value. Taking raspberry 

products as an example, the share of the purchase price in the price of the 

exported processed final product can be up to 70-80%. 

Focus on Value Chain of Raspberry Products 

Since there are differences between key actors and rivals, their relations, export products, export 

markets, depending on the type of fruits and vegetables, for the purpose of deeper analysis of 

the structure and competitiveness, raspberries are taken as representative of a wider value chain 

of fruits and vegetables. Raspberry was selected for several reasons: 

¶ Raspberry is the only product within the fruit and vegetable sub-sector that has a truly 

strategic export (> EUR 250 million) and social significance (> 80,000 farms). All other 

varieties are either too small to be independently analyzed or, as is the case with apples, 

they belong to the agricultural sector, which is not the primary focus of this analysis. 

¶ In addition to its significant importance, the value chain of raspberry has a number of 

observed shortcomings ï such as gaps in quality and safety standards, market-logistic 

organization, and potential joint performance, which are largely a consequence of 

fragmentation, producing lower added value and diversification within the sector. 

¶ Given that described problems are to a certain extent also representative of the fruit and 

vegetable sub-sector, and even the entire F&D industry, the know-how of problem 

solving can be a representative way to increase competitiveness of other prospective 

varieties. 

¶ It is possible to improve (or at least sustain) the compromised competitiveness of the 

entire traditional chain, but it is also possible to develop new ñmodernò chains ï related 

to deeper processing, fresh segment, retail-ready segment and organic production. 

¶ Raspberries can be considered a luxury product for developed countries (high prices for 

richer consumers), for which there is a constant increase in demand due to the 

attractiveness of berries (taste, smell, color, aroma, high levels of antioxidants ...). 

¶ Profitable species - the relationship between the cost of growing, the labor required 

during the year and the selling price is favorable, especially when taking into account 

the standard of living in Serbia. 
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General Characteristics of the Raspberry Production in 

Serbia 

¶ Raspberry has a long tradition of production in Serbia, 

which dates back to the 70's of the 20th century, when 

the center of production was in the Valjevo region. Today, 

the center is relocated to Western Serbia, where around 

80,000 farms grow raspberries, while other farms are 

located in Arilje and Ivanjica, with recent tendencies of 

expanding to other parts. 

¶ The total production varies from one year to another, but 

constantly increasing, reaching 100,000 tons in 2015 and 

2016. One of the key challenges in analyzing the value 

chain of raspberries is the insufficient reliability of 

available statistics - starting with total production. Namely, 

as shown in the figure below, it is evident that official 

statistical data underestimate the production of raspberries 

in the last years and do not follow the expansion of primary production, which is 

noticeable when observing the export of raspberries, as well as field data obtained by 

Cold storage operators (UH). It is clear that in the long run cumulative exports cannot 

be significantly higher than production, in a situation where there are no significant 

imports and stocks. Nevertheless, in the last 5 years, the cumulative export was around 

395k, and the official production was 329k tons, showing a difference of about 20%. 

Export and UH data are more consistent, since production is higher than export (cca 5-

10%), which is approximately the same amount used in domestic consumption. Without 

timely and accurate data on the production and purchase of raspberries, it is not possible 

to create an adequate policy or establish strategic framework for further development. 

Information on whether the production is declining or growing and how much is also 

important for understanding whether the processing capacities are of adequate size, 

whether Serbia's market share is growing, its competitive position, and whether the yield 

in primary production is on the rise etc. - which should determine further actions in the 

field of improving sector competitiveness. 

  

Figure F&V 7. Raspeberry 

production centers in Serbia 
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Figure F&D 8. Raspberry production and export by volume and years in tons, according to 

different sources 

 
Source: UN Comtrade, SORS, UH 

¶ Serbia is one of the global leaders in the production of frozen raspberries - and 

almost all the production is placed on the markets of developed countries. 

o Serbia and Poland are key producers of raspberries (35-40% of global 

production), fully export-oriented. America and Russia are also important 

producers due to their size (30-35%) ï but also large raspberry consumers who 

are not export oriented, and represent net importers. Chile and Mexico (10-15%) 

are predominantly oriented towards North America, but thanks to good 

organization they supply more distant countries (Australia, China, New 

Zealand...). Figure 9 shows the global distribution of production. 

o Highly developed countries import raspberries (EU, US, Australia, with 

Germany in the forefront), as shown in Figure 10. They account for 95% of 

global raspberry imports (USD 1,060 billion of USD 1,120 billion). Only about 

60 million USD of imports comes from other countries (Asia, Africa, South 

America, Russia ...). 

o Serbia is a key exporter specialized in frozen raspberries, Willamette 

cultivar, marketed in developed countries of the European Union and North 

America. This traditional value chain has been established and developed for 

decades, and its performance, advantages and disadvantages can be observed in 

detail. Other chains of raspberries (fresh, dried, juices and jams) have not been 

developed. There are few market actors in these chains, and there are no 

representative examples to mention, but there are examples of successful 

practices that should be supported and multiplied, provided adequate basis. 

Therefore, this analysis discusses the competitive position primarily on the 

example of traditional chain of frozen raspberries, since other chains are not 

possible to analyze in detail. However, the recommendations also include 
















































































































































































































































































































































