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IntroductIon

In the socialist era of Yugoslavia, the agricultural and rural policy was centralised 
and differed from the Western European and Soviet ones, where 83 percent of 
the arable land was in private ownership. The remaining 17 percent - the so-

called “community property” – was owned by the state.1 In 1970, almost 50 percent 
of the labour force in Yugoslavia worked and 29 percent of the GDP was produced 
by agriculture activities.2 Nowadays, the Western Balkan countries (WBCs) are 
passing through transitions and rapid political changes, placing emphasis and high 
aspirations to become Member States of EU. Croatia became a full member on 1st 
July 2013. Republic of Macedonia, Serbia, Montenegro and Albania are candidate 
countries, while Bosnia and Herzegovina and Kosovo are potential candidate 
countries. Due to the same historical and political background, all of them face 
similar challenges in transforming and modernising their highly fragmented rural 
areas and local economic development in order to ensure they can be competitive 
and compatible with the complicated EU mechanism and regulations.

The doctrine of establishing suitable institutional framework in most of the 
WB countries nowadays is still a particular trying of conducting mild changes, 
while running the old agrarian policies (Bosnia and Serbia) and fearing that rapid 
changes might make dramatically inefficient regulations. For example, Republic 
of Macedonia is eligible for financial assistance for institutional building (EU IPA 
Funds), but unfortunately the capability of absorbing is on a lower level. According 
to Petranka Taleska,3 Republic of Macedonia used only 7 million euros (15.3 per-
cent) from the planned 45.5 million euros for the IPA Component V, until June 2012. 
Long bureaucratic procedures as well as the weak financial power of the individual 
farmers are mostly identified as problems for the low utilization of Component V. 
Adequate sustainability assessments, strong analytics and empirical researches 
are still not characteristics for the Rural Development Policy in the WB Region, 
where policy-making is preferably done on short-term period and based on the 
actual political needs.

Most of the WBCs often just “copy-paste” the existing EU legislation and 
programmes already implemented in the Member States, rather than setting 
up gradual and locally suitable adoption mechanisms for effective accession 
approach. The changes made are mostly not followed by the previously analysed 
or implemented measures and policies, but pending the given country becomes 
eligible and meets criteria for EU funds. Rural development policy is frequently 
changed and varies due to the political instability and unpredictable dynamic of EU 
accession.
1 Horváth and Hajdú, 2011, p. 638.
2 Ibid.
3 Taleska, 2012.
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The main challenges in the scope of rural development in Western Balkans are 
outlined in national strategic documents and policies focusing on predominant 
subsidised agriculture, low employment in the rural areas and lack of diversification 
of rural economy. The economic structure of the rural areas is based on natural 
resources exploitation and primary sector business operations, while tertiary sector 
shows insignificant use of its potential due to the lack of diversification of rural 
economy.4 The level of diversification is similar to all countries in the region and 
it is limited by unfavourable policies towards rural and agricultural development, 
although some progress has been made towards the closing of the 2007–2013 
programming period in the Republic of Macedonia and Montenegro.

Most of the Western Balkan countries need to make further efforts to ensure 
greater alignment with the EU agricultural acquis and the EU rural development 
policy.5 Rural development policies which should assist the diversification of the 
rural economies are still inadequate and not in line with the EU rural development 
policy; their successful implementation lacks political stability and encouragement. 
In the Western Balkans national funds for agricultural and rural development support 
are available, but in comparison with the EU, they are still relatively low. For example, 
in 2013 the total national budget support for Agriculture and Rural Development 
Programme for Republic of Macedonia was approximately 155 million euros, which 
represent almost 5 percent of the national budget. Approximately two thirds of 
this amount consists of direct payments to farmers.6 Serbian agriculture and rural 
development received 3.78 percent, 36 million euros from the total Serbian budget.7 
Montenegro obtained 20.7 million euros, which is only 1.34 percent of the national 
budget. In total, the Montenegrin agriculture budget had been increased only 3.3 
times from 6.15 million to 20.7 million euros, in the last 12 years (2000–2012).8 A wide 
range of technical and financial support is applied across the Western Balkans. In 
recent years, direct producer support has been the main element of the agricultural 
budgetary transfers.9

Support for Rural Development within the EU accession process is Rural 
Development Component under IPA V pillar, which provides assistance to candidate 
countries through a particular instrument called “Instrument for Pre-Accession 
Assistance in Rural Development (IPARD)”. In some countries (Serbia and Bosnia) 
diversified policy tools and instruments are also implemented and funded, mainly 
on regional or local levels. Since 2007, with EU-assistance through the IPARD, the 
Republic of Macedonia had been supported within the frame of the National Strategic 
Document for Agriculture and Rural Development (NARDS 2007–2013), which 
provided the basis for a reform agenda, oriented towards institution building and a 
new legal framework. Furthermore, investments were supported under three IPARD 
4 Bogdanov, 2007.
5 European Commission, 2010 a.
6 European Commission, 2014.
7 Statistical Office of the Republic of Serbia, 2014.
8 Djurovic, 2013, pp. 318–321.
9 Grozdanić, 2013, p. 24.
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measures, focusing on agricultural holdings and physical assets for processing and 
marketing agricultural products in subsectors which are the main contributors to 
Gross Agricultural Output. Implementing legislation was adopted on quality of food, 
organic farming, local action groups (LAGs) and agricultural cooperatives.10

Within the next Programming period of 2014–2020, EU Rural Development 
Policy will retain its successful foundation concept where WB countries will continue 
to design their own multi-annual programmes on the basis of measures available at 
EU level – in response to needs and constraints of their own rural areas and using 
a more flexible approach. Instead of measures classified at EU level as “axes”, as 
given in the period of 2007–2013, it will be up to Member States/regions to decide 
which measures they will use and how in order to achieve targets set against six 
broad “priorities” and their more detailed “focus areas” (sub-priorities), on the basis 
of past analysis.

the characterIstIcs of rural areas
In some Western Balkan countrIes

This research deals with a comparative analysis of the rural development 
policies of the Republic of Macedonia and some Western Balkan countries like 
Montenegro and Serbia. These countries go through similar political transition 

processes, with regards to the parameters indicating the priorities, measures and 
activities related to the Rural Development Programme (RDP) implementation and 
their impact on the EU integration process.

Table 1
Area and Population in the Western Balkan Countries

Country Total area
(km2)

Population Population 
density

(per km2)
Total

(thousand)
Rural
(%)

Republic of 
Macedonia 25,713 2,042 57.5   79.4

Montenegro 13,812 625 38   45.2
Serbia 77,474 7,382 43   95.3
All Western Balkans 264,462 23,614 50   89.2
EU-27 4,308,406 492,090 56 114.4

Source: Agricultural Policy Plus, 2014.

10 European Commission, 2013.
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Main Characteristics of the Rural Areas

The total area of the Western Balkan countries is 264,462 km2, which is 
equivalent to 6 percent of the territory of the EU. The population is 26.3 million, 
of which 50 percent lives in rural areas and the average population density of 

89.2 people per km2 is much lower than that of the EU (114.4 people per km2).11 
The rural sector in Western Balkan countries is dominated by agriculture, which 
still resembles the same as it was in Southern Europe three decades ago, namely 
characterised by many small and highly fragmented low-productivity and labour-
intensive farms.

Several non-farm income-generating opportunities still mean that most of the 
rural inhabitants depend on activities related to the agricultural sector. Due to the 
lack of the effective socio-economic long-term strategies and lagging behind 
the income of urban households – which gap occurred in the industrialisation era 
of Yugoslavia – these inhabitants often end up poor in the absence of any frequent 
remittance income-flows. Poverty rates in Western Balkan rural areas are higher 
than in urban areas in all countries, reflecting elderly inhabitants, less education 
and larger households with more dependents compared to the urban. In case of 
Montenegro, only 18.1 percent of the rural population and 8.1 percent from the urban 
population lived in poverty in 2012.12 The same ratio in the Serbian rural area was 
9.6 percent and 4.6 percent respectively.13 In case of the Republic of Macedonia, 
27.1 percent was the average national level of poverty for 2012.14 The slow growth 
in the agri-food sector and rapid growth in secondary and tertiary sectors in the 
urban areas, nowadays leads to lower living standard in the rural areas, partly as a 
continuous legacy of the central planning under the self-management socialism.

Montenegro is a typical rural country, where less than 1 percent of the country 
area can be characterised as urban according to OECD’s rurality criteria and the 
share of population living in the countryside accounts for 38 percent of the total 
population.15 There is still no clear definition for which areas are considered to 
be rural. Therefore, rural population is calculated as the difference between total 
population and urban population. Negative demographic and economic trends are 
more specific of distant rural areas lacking a well-developed transportation system, 
sewage and social infrastructure, in one word, the basic prerequisites for social 
and economic development.16 In general, quality of life in rural areas is low and job 
opportunities are limited.17

11 Eurostat, 2014.
12 Monstat, 2014.
13 Statistical Office of the Republic of Serbia, 2014.
14 State Statistical Office of Republic of Macedonia, 2013.
15 Arcotrass et al., 2006.
16 Ministry of Agriculture, 2006.
17 Ibid.
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In Serbia no official definition for determining rural areas has been created up 
to now. The classification of settlements as urban, rural or mixed was used until 
the censuses conducted within Yugoslavia in 1971, when the size of the settlement 
and the ratio of agricultural households compared to the total population were 
used as criteria. In the censuses held in 2002, settlements were defined as urban 
according to the decision of the local self-governance authorities. Settlements not 
declared urban were considered rural.18 Serbia is still a mainly rural country, 65 per-
cent of its national territory is farmland and about 43 percent of the total population 
lives in rural areas.19 In rural areas more than 45 percent of the active population 
is employed in agriculture, forestry, hunting and fishing.20 Serbian rural areas are 
characterised by intensive migrations and low support for economic diversification, 
where rural businesses face lack of access to favourable credits for investment and 
support services.21

The rural areas in the Republic of Macedonia are defined as areas on the level 
of Municipality (NUTS V) in which the number of inhabitants per settlement does 
not exceed 30,000 or the population density is below or equal to 150 inhabitants per 
square km of the Municipality area.22 Therefore, the Rural Development Policy targets 
57.5 percent of the total country’s population living in rural areas.23 Unemployment is 
worse in urban (68 percent) than in rural areas (32 percent) but the gap is narrowing 
and 44 percent of the poor lives in rural areas.24 Majority of the rural population is 
engaged in the agricultural activities (mainly subsistence farming) and other related 
activities.25

Agricultural Contribution in Total Gross Value Added

Before the political transition, farming systems in Yugoslavia were oriented 
toward production rather than profit and operated under highly distortive 
incentives. The former Yugoslavian policy split the agricultural land to small-

scale private farms and large state-run farms, the so-called “agro-kombinati”. 
After the 1990s, during the transition process, the newly created strategies were 
expected to boost agricultural productivity by allocating resources and inputs more 
efficiently among private farms. Moreover, the political upheavals of the transition 
process during the 1990s disrupted rural communities and agricultural production 
systems and had a damaging impact on the key rural infrastructure which had to be 
maintained by self-management state institutions or local self-governance bodies.

18 Bogdanov and Stojanović, 2006.
19 Rural Development Network of Serbia, 2010.
20 Stevanović, Jelić, and Jovanović, 2005.
21 Serbian European Integration Office, 2012.
22 Ministry of Agriculture, 2013.
23 Ibid.
24 World Bank, 2005.
25 IPARD Committee, 2013.
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Figure 1
Share of Agriculture, Forestry and Fishery in Total GVA (in %), WBs and EU

Source: EUROSTAT; Agricultural Policy Plus, 2014.

In the period from 2000 to 2012, the share of total gross value added (GVA) 
generated from the agriculture, forestry and fishery sectors ranged from 12.8 
percent in 2000 to 10.3 percent in 2012 for the Republic of Macedonia; to 12.4 
percent and 8.8 percent, respectively for Montenegro and to 19.7 percent and 9.7 
percent respectively for Serbia. Compared to the EU-27 average (2.8 percent and 
1.8 percent respectively), these shares in general are much higher and depend to 
an extremely large extended level of socio-economic development. The relative 
common economic importance of agriculture is constantly decreasing in all Western 
Balkan countries, especially in Serbia, mostly due to the faster development of other 
sectors of the economy after the regional political conflicts in the 1990s.

Cereal crops are main outputs of the agricultural sector and occupy an 
important quota of arable land with over 60 percent in Macedonia and Serbia. In 
case of Montenegro, where potatoes and vegetable crops make up respectively 30 
percent and 20 percent of the arable land, grains play a slightly less important role 
with approximately 20 percent. Beside grain, the main products are vegetables: over 
10 percent in Macedonia and industrial crops (oilseed and beets) that exceed 10 
percent in Serbia. Considering volumes instead, fruit crops stand out with 16 per-
cent of Serbia’s and 12 percent of Macedonia’s output.26 In general, the livestock 
sector is dominated by beef and milk farming, despite the single countries showing 
significant differences in terms of traditions, types of land and diets connected 
to religious beliefs. In this regard Serbia (36 percent) and Macedonia (16 percent) 
produce a significant quantity of pork, while Montenegro stands out for sheep and 
goat farming.27

However, the Western Balkan agricultural sector holds potential for the whole 
region, based on its strengths such as relatively cheap labour and land, favourable 
climate, and infrastructural “catch-up” to EU. In the last decades of the twentieth 

26 Volk, 2010, p. 245.
27 Ibid.
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century and after the EU access of some Balkan countries, the agricultural sector 
in Southern Europe shifted from smallholders engaged in semi-subsistence 
production to a consolidated, supported and more competitive sector. Such a 
modernisation is needed for the Western Balkans. Needs of the commercial farms 
to scale up and become more productive and competitive make the smaller semi-
subsistence farms to find a more promising future outside the agri-food sector. 
As the less-productive conventional farmers leave the sector and strong merged 
groups of producers occur, the agricultural sector will become more competitive 
and market oriented.

Farm Structure

Farms in the Western Balkans are generally small and fragmented. Nowadays, 
the average farm size in the Western Balkans is smaller than the average in 
Europe. While large farms are not necessarily more efficient, small farms have 

more difficulty exploiting economies of scale and investing in modern production 
methods. Some regions and sub-sectors are exceptions to the fragmented and 
small-scale production structure.

Table 2
Farm Structures

Macedonia Montenegro Serbia
Number of farms (in thousand ) 171 43 779
Average farm size (in hectares) 1.9 4.5 5.4
Average plot size (in hectares) 0.4 n/a 0.3
% of farms under 2 hectares 78 73 48
% of farms over 10 hectares 1 5 6

Source: EUROSTAT, 2014.

Farms sizes are ranging from less than 2 hectares in Macedonia, to about 5 
hectares in Montenegro and Serbia compared to EU-27 average of 14.5 hectares 
per farm in 2010. In Serbia, for example, almost 95 percent of agricultural land 
is farmed by small-scale individual units in the centre of the country, but only 63 
percent of agricultural land is farmed by small-scale farms in the Autonomous 
Province of Vojvodina.28 Montenegrin agriculture is characterised by the prevalence 
of small family farms with the average size of less than 5 hectares.29 Montenegrin 
farm structure is similar to that of most of Southeast European countries.30 In the 
Republic of Macedonia the size of the farms is the smallest compared to the other 
countries, due to some historical and socio-economical background from the past. 
In this country the small-scale agricultural holdings dominated the agricultural 

28 Lampietti, Lugg, Van der Celen, and Branczik, 2009.
29 European Commission, 2011 a; Bulatović, 2009.
30 Arcotrass et al., 2006.
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production both before and after the privatisation process in the 1990s. The 
farm structure survey from 2013 reported 170,885 agricultural holdings utilising 
315,863 hectares of agricultural area, with an average farm size of 1.85 hectare.31 
In case of Macedonia, generally small-scale farming, unsolved property rights and 
fragmentation remain some of the biggest problems for the Macedonian agriculture 
and rural areas, resulting in ineffective usage of the arable land.

Agriculture and Rural Development Budgetary Expenditure
by Pillars

In most of the Western Balkan countries, with the exception of the Republic of 
Macedonia, the relative level of total budgetary support to agriculture is rather 
low compared to the EU-27. In 2012, the budgetary support per hectare of utilised 

agricultural area (UAA) amounted to about 70 euros in Montenegro and Serbia, and 
to about 150 euros in the Republic of Macedonia. This is a relatively low budget 
considering the total agricultural land area in these countries, comparing with some 
EU Member States, which lead to limited potential of addressing the agricultural and 
rural development issues with these funds.

In the development of the total budgetary support to the agriculture and the 
rural development sector in the region, several different patterns can be observed. 
In Serbia, there is significant support for the market support measures, followed by 
the Republic of Macedonia displaying strong upwards trends with same measures. 
Montenegrin policy in this case reflects differences and the distribution of budgetary 
support seems to be more diversified compared to the other countries.

Figure 2
Total National Budgetary Expenditure for Agricultural Sector and Rural Areas

(EUR/ha UAA) for MKD, MNE and SRB Compared with EU-27 for 2012 Year

Source: EUROSTAT; Agricultural Policy Plus, 2014.

31 State Statistical Office of Republic of Macedonia, 2013.
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thematIc Background of the rural development polIcy

In EU Member States, rural areas have their own socio-economic structures, 
where agriculture, food processing industry, handy crafts and SMEs conduct their 
economic activities and provide services. In this sense, the EU-integrated rural 

development policy of 2007–2013, includes a broad spectrum of sectoral policies 
and relies on four key pillars:32

• Axis 1 objectives: Improving the competitiveness of the agricultural and 
forestry sector;

• Axis 2 objectives: Improving the environment and the countryside;
• Axis 3 objectives: Quality of life in rural areas and diversification of the rural 

economy; and
• Axis 4 objectives: LEADER approach – integrated development of rural 

communities programme.

Given the considerable heterogeneity between EU Member States, it is obvious 
that all EU-integrated countries have the same approach to rural development. In 
some countries there is a long national tradition and institutional framework for rural 
development, while other countries have only recently adopted a rural development 
policy and have been implementing it primarily under the influence of measures and 
mechanisms of the EU RDP (Central and Eastern European countries, West Balkan 
countries).

Many rural areas in the European Union have successfully carried out structural 
changes in the rural economy and have predispositions for the efficient endogenous 
development, in this way contributing to the more dynamic economic development 
and growth of the national economies as a whole. This is being parallelly achieved 
by implementing the National Strategy Plans per each country which was based on 
the EU Strategic Guidelines.33 However, a significant number of rural areas deal with 
serious economic difficulties, mainly due to their peripheral location, infrastructural 
underdevelopment, climatic and demographic limitations.

Support for rural development within the EU accession process is Rural 
Development Component V of the Instrument for Pre-Accession Assistance 
providing assistance to candidate countries through a particular instrument called 
IPARD-Instrument for Pre-Accession Assistance in Rural Development. In general, 
main objectives are supporting the implementation of the Common Agricultural 
Policy and sustainable adaptation of the EU regulation and directives of the 
agricultural sector and rural areas in the candidate country.34 In accordance to the 

32 European Commission, 2010 b.
33 European Commission, 2011 a.
34 Ibid.
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EU legal framework for pre-accession assistance for rural development in the period 
of 2007–2013, in the Republic of Macedonia and Montenegro the principle areas 
were programmed under the available pre-accession funds for agriculture and rural 
development concerning the encompassed IPARD Programme 2007–2013. Serbia 
will also be included in the next coming period, 2014–2020.

overvIeW of the natIonal strategIes,
InstItutIonal prIorItIes and measurements

The legal foundation of rural development policy is usually a general law 
defining the objectives, mechanisms, instruments and implementation 
of that policy. Practically, the objectives and implementing mechanisms 

of the EU Common Agricultural Policy are already being adopted into the 
agricultural and rural development legislation in some of the Western 
Balkan countries and have already entered into force for several years. The 
implementation of the EU agricultural and rural development policy is based 
on annual regulations. The programming process involves medium-term 
agricultural and rural development strategies and national operative programmes, 
which are currently lacked in the Western Balkans. The policy structure varies 
from country to country based on the needs since all rural development measures 
and objectives are different among the Western Balkan countries. For example, it 
is common in the Republic of Macedonia, Montenegro and Serbia that all policy 
documents receive significant public and EU institutions attention, following the EU 
concepts in topics, objectives and measures. Mostly the technical assistance and 
institutional support is prepared with the help of international donor projects and 
expertise.

Table 3
National Strategies for Rural Development Policy Dedicated to the Framework 

of EU 2007–2013 Period
Republic of Macedonia
NARDS, National Agricultural and Rural Development Strategy 2007–2013
Adopted in: 2007
Total budget: 1,123,758,991 euros for the 2007–2013 period
Montenegro
National Programme of Food Production and Rural Development 2009–2013
Adopted in: 2008
Total budget: 78,266,300 euros for the 2010–2013 period
Serbia
Plan of Rural Development Strategy 2009–2013
Adopted in:2009
Total budget: 109,000,000 euros for the 2009–2013 period

Source: States Statistical Offices, 2014.
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Rural Development Policy Concept and Framework

After its independence, the Republic of Macedonia experienced turbulent 
development in agricultural policy with many ad hoc and firefighting policy 
decisions. Since it received the status of the candidate country in 2005, the 

Republic of Macedonia has started to adjust its national agricultural policy toward 
the Common Agricultural Policy (CAP) of the EU. Thus, the Law on Agriculture 
and Rural Development from 2008 consisted of two acts: one for regulation of the 
agricultural markets and another for rural development, and represents a gradual 
transition toward the CAP.

The main strategic document for the agricultural policy of the Republic of 
Macedonia is the National Strategy for Agriculture and Rural Development (NARDS) 
2007–2013.35 Additional supporting documents are the multi-annual National 
Programme for Agriculture and Rural Development (which is prepared for a period 
of three years) and multiannual programme for using IPARD funds (2007–2013). The 
objectives of the agricultural policy are planned to be achieved through four groups 
of instruments and measures: regulation and supporting agricultural markets, direct 
payments, rural development and state aid as additional support for agriculture.

Rural development policy is more harmonised with the CAP principles and has 
four priority areas and instruments to support them: increasing the competitiveness 
of the agricultural and forest holdings, protecting and improving the environment 
and rural areas; improving quality of life and encouraging diversification of economic 
activities in rural areas; and supporting local development. A large share of rural 
development is financed by the EU, via the Instrument for Pre-Accession Assistance 
for Rural Development (IPARD). The main objective of the IPARD programme is to 
improve the competitiveness of agricultural holdings and the food industry in order 
to bring them in compliance with community standards and at the same time to 
ensure sustainable environmental and socio-economic development of rural areas 
by increasing economic activities and employment opportunities. The national 
programme for rural development was implemented through seven public calls for 
applications in 2013. The capacity of the Agency for Financial Support of Agriculture 
and Rural development was strengthened.

Rural development governance in Montenegro is slowly experiencing a 
paradigm shift towards the concept of “the new rural paradigm”.36 Montenegrin rural 
economies seem to be diversified and a significant portion of the households share 
is still engaged in agricultural activities. Montenegrin agricultural policy for the last 
two decades can be divided into two separate periods: the period before 2006 when 
they were a part of the so-called Federation of Serbia and Montenegro, and the 
period after 2006 when they proclaimed independence. According to the “Strategy 
of Development of Montenegrin Agriculture and Rural Areas” (2006), there was 
no concrete Rural Development Strategy in compliance with EU principles. Rural 
35 Ministry of Agriculture, 2007.
36 OECD, 2006.
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development policy mainly consisted of a small number of short-term programmes 
from individual sectors: maintenance of genetic resources in plant and livestock 
production; improvement of market structure, environmental programmes, etc. The 
main focus was placed on rural infrastructure network.37

The most important document for the establishment of long-term goals was 
the implementation of the Rural Development Strategy within the framework of 
the National Programme for Food Production and Rural Development adopted in 
2008. The National Programme, as an operational document, outlines objectives, 
strategies and legal frame as well as the starting points for harmonisation of the 
agricultural policy with CAP 2007–2013 programme. The Strategy was developed 
in terms of utilisation of the resources in a long-term sustainable manner to ensure 
stable and acceptable supply of food and adequate and higher living standards for 
the rural population in Montenegro.38 The reform of the agro-policy by consistent 
implementation of the National Programme for Food Production and Rural Areas 
Development (2009–2013) is the follow-up of the Food Production and Rural 
Development Strategy.39 The National Programme focuses on the central role of 
agriculture, provides the basis for further major reforms and for the legislative work 
required for modernising agriculture.40

Over the last decade, the agricultural policy in Serbia has been subject to 
heterogeneous and complex pressures: political and economic instability, extremely 
adverse weather conditions with their devastating impact on farm income and 
from the second half of the 2000s global market disturbances. In such a setting, 
the priorities and mechanisms of agricultural and rural development policy were 
selected in a predominantly pragmatic manner, rather than in compliance with the 
national strategic documents. The unstable economic ambience and insufficient 
consistency of the policy framework were the reasons why the budgetary support 
to agriculture and rural development did not have a clear direction over the analysed 
period.

Agricultural and rural development policy is under the jurisdiction of the Ministry 
of Agriculture which is the key government body for developing and implementing 
legislation for the sector. The Ministry of Agriculture set up a new Department 
for Rural Development in 2005,41 and key strategic document “The Strategy of 
Agriculture Development” was adopted in 2005. In Serbia the institutional framework 
of agricultural policy was not transparent, lacked continuity and often resulted in 
conflicting solutions. From 2007 the implementation of agricultural policy has been 
permanently changing.42

37 Ministry of Agriculture, 2006; Arcotrass et al., 2006.
38 European Commission, 2011 b.
39 Bulatović, 2009.
40 European Commission, 2011 b.
41 Arcotrass et al., 2006.
42 Bogdanov and Bozić, 2010.
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The Law on Agriculture and Rural Development (LARD) was adopted in May 
2009 for the regulation of objectives and the implementation of agricultural 
policies, forms of incentives in the agricultural sector and rural areas, thus creating 
eligibility conditions for incentives and incentive beneficiaries. Major parts of the 
LARD in terms of rural development policy are related to the adoption of the Rural 
Development Programme and establishment of a new structure of the Sector 
for Rural Development.43 Regarding the rural development, LARD put in place a 
strategic framework that largely resembles the one established under the current EU 
legislation.44 The implementation of the policy is based on the Strategy of Agriculture 
and Rural Development, the National Programme for Agriculture and the National 
Programme of Rural Development.45 The Agricultural and Rural Development 
Strategy for the period of 2011–2020 has not yet been adopted.46 A clear policy 
direction for agriculture is provided in the Agricultural Strategy from 2005 and re-
iterated in the National Agricultural Program 2010–2013 set up in 2010, which aims 
at production and institution-restructuring, market development and improving 
rural development and environmental protection.47 The National Rural Development 
Programme 2011–2013 identifies different strategic objectives: improvement in food 
safety, veterinary and phytosanitary activities as well as sustainable development 
of the rural economy and rural areas by encouraging diversification.48

In 2013, the Ministry of Agriculture, Forestry and Water Management (MAFWM) 
prepared the Draft Strategy of Agriculture and Rural Development for the 2014–
2024 period. At present, public consultations on the proposed document are under 
way, while in parallel the National Development Programme for Agriculture and 
Rural Areas and the IPARD programme are being prepared. By the adoption of this 
set of documents the mid-term development directions, as well as more detailed 
mechanisms of implementing agricultural and rural development policies will be 
defined. The establishment of the Directorate for Agrarian Payments (which in 
the future should take over the role of the Paying Agency also for IPARD and later 
the EU CAP) contributed to transparency and accountability of the whole system 
and policy.

Rural Development Measures

The rural development policy relies on four basic groups of measures so called 
“axis”. The first axis is focusing on strengthening the competitiveness of 
food producers through support to capital investments in primary production 

and processing as well as investments for executing land policy, setting up of 
international standards and creation of producers groups and organisations. The 
43 Rural Development Network of Serbia, 2010.
44 European Commission, 2011 b.
45 Rural Development Network of Serbia, 2010.
46 European Commission, 2012.
47 Serbian European Integration Office, 2012.
48 Ibid.
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second axis refers to providing sustainable management of resources, where the 
main emphasis is placed on the support for the development of less favoured area 
(LFA) and agro-environmental measures, but both measures were not sufficient 
implemented within the 2007–2013 programme. The third axis includes measures 
with the aim of supporting the quality of life in rural areas and diversifying economic 
activities in rural areas. The fourth axis of measures (LEADER) aim supporting of 
the local communities and local action groups (LAGs) through socio-economic 
activities, which utilisation and implementation is lagging behind the New Member 
States of EU.

The Macedonian IPARD programme is focused at the first and the third priority 
axes with the following three measures:

1. Investments in agricultural holdings to restructure and to upgrade to 
Community standards (Axis 1, Measure 101);

2. Investments in the processing and marketing of agriculture and fishery 
products to restructure those activities and to upgrade them to Community 
standards (Axis 1, Measure 103); and

3. Diversification and development of rural economic activities (Axis 3, Measure 
302).

Montenegrin measures for rural development policy (strengthening competitive-
ness; sustainable resource management, improving the quality of life, support 
to economic activities in rural areas) are approved annually within the National 
Programme and implemented under the Plan for Use of Funds for Support to 
Agricultural Development (Agro-budget) prepared by the Ministry of Agriculture and 
Rural Development.49

As a multi-annual budgetary plan for agriculture and rural development, the 
National Programme consists of the following pillars and measures:

• Market interventions and direct payments (9 measures; 29 percent);
• Rural development policy (17 measures; 39.3 percent);
• Support to general services in agriculture (8 measures; 18 percent );
• Social transfers to rural population (11.2 percent); and
• Technical and administrative support (2.5 percent ).

The importance of rural development measures was gradually marginalised, 
eventually to such an extent that the financial support was reallocated to various 
programmes within other departments of the Ministry, and to co-financing the 
programmes of local governments. The most important measures were allocated to 
on-farm investment support and implemented through grants for the renovation of 
facilities, farm mechanisation and equipment purchase, replanting and expanding of 
orchards and vineyards. Marketing and promotion activities, establishing producer 
groups and strengthening food supply chains were not part of the regular support 
schemes, and they appeared only occasionally, with minor shares in the budgetary 
support structure.
49 European Commission, 2011 b.
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IPARD Assistance and Resources Allocation
for the Period of 2007–2013

Between 2009 and 2012, seven public calls for tender were announced. During 
this period 3.5 million euros were paid out in total (out of which 2.65 million 
euros were from EU funds).50 The budget for this programme increased rapidly 

in 2014 (by 125 percent as compared with 2013). The first group of measures took the 
dominant share (79 percent), while the second group was not implemented at all.51

The financial implementation of the measures is quite low (24.3 percent) for 
the first group of measures.52 The realised amounts per sector also differ from 
the planned allocations in the IPARD Programme. In 2013, a total of 11.5 million 
euros of funding awarded by the Instrument for Pre-accession Assistance for Rural 
Development (IPARD) remained unused and were returned to the EU budget.53 With 
the Law on Agriculture and Rural Development from 2010 and the implementation 
of IPARD Programme, rural development has gained more importance where the 
share of the total budget for rural development measures increased threefold, from 
5.4 million euros in 2009 to 19.2 million euros in 2012.54

Table 4
EU Contribution for IPARD Programme 2007–2013 for the Republic of Macedonia
Axes and 
measures 2007 2008 2009 2010 2011 2012 2013 2007-2013

EUR EUR EUR EUR EUR EUR EUR EUR %

AXIS 11 1,680,000 5,494,000 2,806,118 11,125,000 13,920,000 15,832,612 1,920,386 52,778,115 88

AXIS 22 0 0 0 0 0 0 0 0 0

AXIS 33    336,000    938,000 0   1,375,000   1,440,000   1,439,328    151,042   5,679,370     9

Measure 
5014      84,000    268,000 0 0      640,000      719,664      86,309   1,797,973     3

TOTAL 2,100,000 6,700,000 2,806,118 12,500,000 16,000,000 17,991,604 2,157,737 60,255,459 100

1  The Community contribution for this priority is 75 percent of the total public expenditure.
2  The Community contribution for this priority is 80 percent of the total public expenditure.
3  The Community contribution for this priority is 75 percent of the total public expenditure.
4  For Technical Assistance, the Community contribution to financing shall, as a general rule, be 80 percent 

of the total public expenditure.
Source: Ministry of Agriculture, 2013.

50 Ministry of Agriculture, 2013.
51 IPARD Committee, 2013.
52 Ibid.
53 European Commission, 2014.
54 Ministry of Agriculture, 2013.
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According to the 2011–2013 Multi-annual Indicative Planning Document (MIPD) 
for Montenegro, the main sectors for the EU support during this period include also 
agriculture and rural development. Assistance was provided to help the country 
prepare for decentralised management of the IPA programme.55 The 2011–2013 
MIPD comprises rural development as one of the main areas of cooperation. The 
document stipulates as a priority strengthening the administrative capacity in the 
sector of agriculture and rural development and setting up basic instruments and 
institutions for managing the CAP.56 Yet, the National Fund, the future paying agency 
and the managing authority, still has insufficient resources.57

The EU provides financial assistance to Montenegro under the Instrument for 
Pre-accession Assistance (IPA). For the period of 2007–2013 the IPA allocations 
to Montenegro were in total of 235.2 million euros. The IPA allocation for 2011 was 
34.1 million euros.58 Montenegro received under the IPA Programme 102 million 
euros in the period of 2009–2011.59

the scope and structure
of the rural development Budgetary support

The general structure of the funds for rural development measures is 
significantly lower in most Western Balkan countries. In 2012, the total 
funds for this policy pillar amounted approximately 20 euros per hectare in 

the Republic of Macedonia and Montenegro, which is around 10 percent of the 
level recorded in EU-27 in the same year respectively. In Serbia, these funds were 
dramatically lower; it was only 6 euros per hectare.

It is important to note that most of the Western Balkan countries have not 
experienced noticeable increases in funds for rural development measures in the 
recent years (See Figure 4 below). Only Montenegro until 2009 was characterised by 
more or less constant upwards trend. The Republic of Macedonia shows fluctuation 
through the years, while Serbia has even fixed declination since 2006 when the 
significant key document “Strategy for Agriculture Development” came into force.

55 European Commission, 2011 a.
56 European Commission, 2011 b.
57 European Commission, 2011 a.
58 Ibid.
59 European Commission, 2011 a.
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Figure 3
Rural Development Budget Allocation by Group of Measures
for MKD, MNE and SRB Compared to some WBC and EU-27

Source: EUROSTAT; Agricultural Policy Plus, 2013.

Especially in the past ten years, the largest portion of the funds from this RD 
policy pillar have been mainly allocated to the group of measures for improving 
the competitiveness of agriculture, while the other two groups of measures of rural 
development policy (improving the environment and rural economy) have been given 
less accent and priority. This scenario differs significantly from the EU’s allocation 
where almost equal shares of funds for these measures are approximately 40 per-
cent and focuses on increasing the competitiveness and on the environment related 
measures.60

Axis 1

Different support measures have been applied by country through recent 
years. In case of Montenegro and Serbia most of their funds were assigned to 
on-farm investment support, especially for investments in permanent crops 

plantations. The Serbian biggest share was aimed at improving the competitiveness 
with 77 percent in average from the total funds.61 The main emphasis was focused 
on on-farm investment through various grants for renovation of facilities, equipment 
purchase, farm mechanisation and replanting and expanding of orchards and 
vineyards, followed by often modifications and changes of the eligibility and 
conditions. Montenegrin policy allocated the biggest number of measures (11 
out of 17) in the first axis and contributed with 71 percent of the total allocation 
for rural development policy.62 The axis aims at strengthening competitiveness 
of food producers through primary production and processing industries as well 
60 European Commission, 2014.
61 Statistical Office of the Republic of Serbia, 2014.
62 MARD, 2011.
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as introducing the international standards and producers’ organisations, thus 
approaching the objectives of their export-oriented policy.63 Macedonian measures 
which support the competitiveness in rural areas seem more structured instead 
of development approach. Due to influential political reasons, the first axis budget 
constantly increased from 3.8 million euros up to 18.0 million euros. Also, its share 
fluctuates within the years from 52 percent up to 94 percent consequently. Funds 
for increasing the competitiveness of agricultural producers are mainly intended 
for farm-modernisation and meeting the EU standards, thus the most important 
measure is the investment support both for the agricultural holdings and the agro-
food sector.64

Figure 4
Evolution of Expenditure of Rural Development Measures (in %),

for MKD, MNE and SRB Compared to some WBC and EU-27 (2008–2012)

Source: EUROSTAT; Agricultural Policy Plus, 2013.

63 Ibid.
64 IPARD Committee, 2013.
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Axis 2

Funds allocated to the group of measures for improving the environment and 
the countryside are negligible in all Western Balkan countries. In case of 
Macedonia, the budget for agro-environmental measures is not increasing. 

For example, at the same time the EU average was around 70 euros per hectare 
to this group of measures in form of payments to farmers in less favoured areas 
(LFA) as well as agro-environmental and animal welfare payments.65 In Macedonia 
there were only attempts for the environmental payments, mainly in the form of 
national support for organic farming and origin genetic seeds. In Montenegro, 
the second axis has only 10 percent of the share due to the fact that the measure 
for LFA has not been implemented at all. The introduction was foreseen for 2013, 
but no concrete steps have been undertaken so far, while the agro-environmental 
measures are not properly developed within the rural policy.66 Serbian measures for 
improving the environment and the countryside have scarcely appeared, except the 
support for organic farming. The needs of the LFA have been recognised, but no 
serious and concrete measures have been defined since 2006. LFAs are strongly 
represented mostly in Montenegro and the other Western Balkan countries, facing 
serious demographic and social problems (depopulation, rural poverty, migration, 
etc.).

Axis 3

Funds for supporting rural economy and population are almost invisible and 
less important for the policy makers in the Western Balkans. Montenegro 
and especially Serbia financed some infrastructural projects in rural areas 

and on-farm diversification of economic activities in the recent years. In the 
Republic of Macedonia these were announced and implemented practically, but the 
budget allocation and effects are insignificant compared to other measures and 
rural development policies. This would not bear such significance in the Western 
Balkans if rural areas are adequately supported by other funds and proper regional 
and cohesion policy measures. Besides that, there is no concrete comprehensive 
analysis of the given problems, the national experts in the Western Balkans attest 
to problems even the fact that rural development issues cannot be integrated 
without more frequent and crucial efforts to increase the employments of rural 
population in non-farming activities. In Serbia, funds allocated for enhancing 
development of the rural economy has been represented with small portion in 
the budget. Sufficient amounts from the National Investment Plan were spent on 
rural infrastructure only in 2007. Support for enhancing the development of the 
rural economy was operationalised through incentives for handicrafts, renovation 

65 European Commission, 2013.
66 Marković and Marković, 2010.
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of facilities for rural tourism, etc.67 In Montenegro the third group of measures is 
based on diversification of economic activities in rural areas and revitalisation and 
development of rural areas and construction of rural infrastructure. For many years 
this group of measures has been implemented with significant participation in total 
Agro-budget, with a share of more than 90 percent in the third axis or close to 20 
percent in the entire rural development policy of Montenegro.68 The Macedonian 
budget dedicated to improving the rural economy is almost negligible in the budget 
structure 0.1–0.6 million euros, which represent less than 5 percent of the support 
for the rural development policy.69 The support related to rural population is limited 
to improving the basic infrastructure in rural areas and as a general support to rural 
economy due to the fact that the biggest share of the IPARD support is used for 
road infrastructure in rural areas.

conclusIon and recommendatIons

The Western Balkan countries should use the opportunity of the IPARD policy 
framework to develop and adopt their own concepts for support priorities for 
rural development – select and define measures in line with the national needs 

and priorities, previously defined and underlined in long-term national strategies. 
Necessary for Serbia and Montenegro is to increase the support by the national 
budget to complement the IPARD programme as it is case with the Republic of 
Macedonia providing progressive annual financial support for more competitive 
rural areas. When choosing such complementary programme and axis it would be 
appropriate to select measures that are compatible with both your National Plan and 
the EU RDP (bearing in mind the EU integration process). This will also facilitate the 
process of developing uniform strategies, implementing structures and procedures.

Support for the modernisation of agro-food sectors must become the first 
priority of rural development policy in order to enhance the sectors’ competitiveness. 
However, developing a sound and efficient investment support policy would also 
require the general framework conditions to be optimal. This concerns first of all the 
conditions for obtaining microcredits. Financing institutions are particularly reluctant 
to provide credits to small and medium-sized farms and businesses that cannot 
provide sufficient collateral for the loans. Furthermore, the availability of modern 
advisory services and knowledge transfer in strategic management and business 
planning are critical for the producers and small businesses in rural areas. These 
issues require substantial attention in the Republic of Macedonia, Montenegro and 
Serbia in order to obtain the anticipated effect of the investment support policy 
measures to achieve real progress.

67 Rednak and Volk, 2010.
68 Rednak, Volk and Erjavec, 2013.
69 Agricultural Policy Plus, 2014.
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One of the general framework conditions for developed rural areas is the 
presence of well-functioning basic infrastructure. In some parts of Montenegro 
and Serbia, there is a substantial need for road network development and prior 
access to mountainous rural areas. Therefore, in the Republic of Macedonia water 
systems, irrigation and drainage systems, etc. are strongly recommended due to 
climate mitigation risks in the future. All this will require substantial public funds for 
infrastructure investments to be planned and agreed through the involvement of 
several central as well as local authorities.

Furthermore, knowledge development and transfer deserve special attention. 
The national research policy should promote researches in innovation of products, 
production methods and modern technology, and effective systems for knowledge 
transfer through efficient extension and other business advisory services to 
farmers. Processing sectors should be established too. This will require some 
institutional changes as well as the reinforcement of public and private services 
with new methods of financing. The importance of strategic investment in market 
channels and food processing which could contribute to greater efficiency for the 
overall rural economy has often been stated. Such measures may be expensive 
and risky. However, targeted investments in the establishment of, for instance, a 
proper fruit and vegetable cold storages and supporting investments in modern 
processing animal products, all based on local production could quicken the es-
tablishment of competitive agro-food chains in these countries. Serbia and the 
Republic of Macedonia could also substantially accelerate the modernisation and 
development of the semi-substance households farming and have a visible impact 
on the development of rural areas where agricultural sector is a predominant 
income-generator.

It is necessary to develop a multi-mix of rural development measures to support 
the development, restructuring and organisation of small farmers. The problems 
of small producers have often used as a justification for increasing production 
leading them to an export-oriented public support mainly through direct payment 
subsidies, thus using the farmers as political votes for the government, especially 
in case of the Republic of Macedonia. However, this does not solve their problems 
and may even aggravate them on a long-term pathway mismatching the EU’s policy 
synchronisation. Inevitably, there must be a social dimension to the measures 
because of the importance of this group in the social fabric of rural areas. Direct 
income support to small farmers should, if applied, be complemented by measures 
promoting regional cohesion and, within the concept of EU rural development, 
promoting economic diversification, both on farm and non-farm activities, through 
small-scale investments to improve the technology and product quality. Organising 
the small-scale farmers in producer groups or cooperatives and development of 
local value chains to improve their market position are two important elements 
of the multi-mix measures to address the needs of the small farmers within the 
2014–2020 period making these farmers competitive with the EU’s farmers after 
accession of the Western Balkan countries.
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In the candidate countries like the Republic of Macedonia and Montenegro, a 
greater role and set of functional measures should be given to agro-environment 
and LFAs support not only with regards to the EU integration process but also to 
addressing the inter-related problems of the environmental protection and socio-
economic issues related to natural resources. Crucial investments in the remote areas 
an appropriate combination of LFA and direct payments are needed to increase the 
economic activities, creating new jobs and mitigate the depopulation. However, an 
increased financial support cannot have a significant impact without reorganisation 
of the legal and institutional framework providing favourable conditions for the 
development of the rural areas through a comprehensive co-operation and 
partnership among all public-private policy and decision makers. Therefore, only 
a small share of the funds is related to the second group of measures. There is 
some progressive support for organic production and some additional support for 
hilly and mountainous regions like in case of Montenegro, but it is limited and not 
all the given possibilities provided by EU policy are utilised. General awareness for 
the environment, less favoured areas and animal welfare issues are relatively low. 
This policy is not a priority, which is understandable in a way, as it is difficult to find 
interest and rationale for such measures in the areas facing even extreme rural 
poverty and where subsistence farming prevails. Even less funds are intended for 
the third group of measures.

In the Western Balkans mainly rural development is subordinated to production 
support. Funds aimed at supporting spatial rural development are lower compared 
to some EU countries and their pre-accession SAPARD support. The IPARD funds 
in analysed countries are mainly addressed for restructuring agriculture through 
investment support, having great importance in the preparation process for the 
accession approach. All Western Balkan countries have planned, and even the 
Republic of Macedonia has already started, to implement rural development policy 
based on the CAP structure and principles. However, progress seems to be slow, 
since rural development is a high level demanding policy, and the Republic of 
Macedonia, Montenegro and Serbia have different and diversified priorities based 
on short-term strategies.
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