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INTRODUCTION

Since 2016, a possibility of using the EU pre-accession 
funds, i.e. the fifth Instrument for Pre-accession 
Assistance (IPA) component - the Instrument for Pre-
accession Assistance in Rural Development (IPARD) 
- should be opened for the Republic of Serbia (RS). 
Thus, as a candidate for the EU membership, RS is for 
the first time in the position to use the EU funds for 

agriculture and rural development to a larger extent. 
The importance of accession to these funds is the 
consequence of the relative significance of agriculture 
in the overall economy, and of the rural areas in Serbia’s 
society. The production performances of agriculture 
and the agro-industry are not at an adequate level 
(Gajić & Zekić, 2013), and the slower development of the 
rural areas in comparison to the urban ones, as well as 
the poverty which is the dominant rural phenomenon, 
is present (Bogdanov, 2007). Unfavorable demographic 
tendencies, the poorer educational structure, the lack 
of the infrastructure and the inadequate service sector 
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are at the same time the basic characteristics of the 
rural areas and the main reason for their inadequate 
position (Zekić, Matkovski, 2015). It is uncertain 
to which extent this form of external support can 
contribute to the resolution of the essential problems of 
the rural population, the problems practically present 
since the establishment of the modern Serbian state 
(Čalić, 2004).

Serbia’s rural development policy concentrates 
on an increase in the competitiveness of the rural 
economy, the improvement of the life quality of the 
rural population, as well as on the protection of the 
agro-environment. However, the funds intended 
for the achievement of these aims are relatively low 
(Matkovski, Kleut, 2014). This policy relies on the 
development funds encouraging investments in the 
rural and the undeveloped areas, and the cooperation 
of institutions at the regional and the local levels is 
necessary in order to work as a unique vertical system 
(Lovre, 2013).

The research subject in the paper is the connectivity 
between the available IPARD funds and the rural 
development of RS, figured as an improvement of the 
life quality of the rural population, i.e. a reduction in 
the unfavorable socio-economic tendencies in the rural 
areas. The impact of the stated funds on the agro-food 
sector is only researched in to the extent to which 
it influences the level of rural development, since 
agriculture, although dominant in Serbia’s rural areas, 
still cannot be the only one trigger of the rural areas 
development. According to that, the main aim of this 
research is the estimation of the potential effects of the 
usage of these funds in the Serbian rural development.

In accordance with the stated subject and objective 
of the research, the paper starts from the following 
hypotheses:

H1:  The EU’s Pre-accession Funds aimed at 
agriculture and rural development will have a 
limited impact on the rural development of the 
Republic of Serbia in terms of the improvement 
of the life quality of the rural population.

H2:  The IPARD funds’ dominant orientation towards 
capital investments in Serbia’s agriculture will 

not significantly reduce the economic lagging of 
the rural areas in comparison to the urban ones.

In order to test the listed hypotheses, a qualitative 
methodology based on the empirical data and a 
descriptive analysis is used, and the starting point of 
the research is the analysis of the conditions in the 
rural areas of RS. Then, the structure of the IPARD 
funds’ support is analyzed, and the possibilities 
and limitations of the impact of these funds on the 
development of the rural areas of RS are identified. 

THE SPECIFICITIES OF THE RURAL 
AREAS OF THE REPUBLIC OF SERBIA

The rural areas, as well as agricultural production, have 
specific importance for the Serbian overall economy. 
Namely, depending on the applied methodology, the 
rural areas cover 75-90% of the territory of RS, where 
about 40-50% of the population is inhabited1. The 
primary sector employs about 20% of the economically 
active population, and produces about 10% of the 
Gross Domestic Product (GDP) (MAEP, 2014). The 
significance of agriculture in the Serbian overall 
economy is the result of the favorable agro-ecological 
conditions and the insufficiently developed overall 
economy. As in the case of the majority of other 
countries, the Serbian rural areas show the signs of a 
socio-economic lagging behind the urban areas. The 
rural areas in RS are faced with the process of aging, 
impoverishment and discharging, as a consequence 
of the migration movements towards cities, primarily 
by the most skillful and the most vital part of the 
population (Komazec & Aleksic, 2015). One of the 
most evident problems is the unfavorable demographic 
tendencies as the consequence of the decades long 
lagging, on the one hand, whereas they represent a part 
of the unfavorable overall demographic tendencies of 
RS, on the other. In other words, they are the result of 
the low birthrate and the migrations to both cities and 
foreign countries. According to that, the population 
in the rural areas is twice as high in comparison to 
the decreasing urban population2, which is most 
obvious in the regions of Southern and Eastern Serbia3 
(Statistical Office of the Republic of Serbia - Republički 
zavod za statistiku, 2011). Beside the decrease in the 
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population, the unfavorable age structure of the 
population is present as well. Namely, the average 
age of the rural population is about 43-44 years, and 
every fifth rural inhabitant is older than 65 years of 
age. In the region of Southern and Eastern Serbia, the 
situation is even worse, since the average age there is 
45.7, whereas a quarter of the population is older than 
65 years of age (MPZŽS RS, 2014). In order to motivate 
young people to stay and live and work in the rural 
areas, it is necessary to increase the attractiveness of 
these areas for investment (Ristic, 2013).

Unfavorable tendencies are present in the educational 
structure as well, especially in comparison to the urban 
population. A large number of rural inhabitants have 
only primary education, the largest number of them 
are with secondary education, whereas only a small 
number of them have higher education. The Belgrade 
region is above the average level and in Autonomus 
Province of Vojvodina (A. P. Vojvodina), the situation 
is slightly more favorable. The educational structure 
is the most unfavorable in the region of Southern and 
Eastern Serbia, where 58% of the population has no 
more than primary education, and half of them have 
not finished elementary school. The situation is not 
much better in the region of Šumadija and Western 
Serbia, which is the Serbian most rural region (Table 
1). The listed tendencies are especially characteristic of 
the female rural population, in whose case one-third 
did not attend any school and more than one-half have 
no qualifications (MPZŽS RS, 2014).

The stated educational and age structure of the 
population presents the largest obstacle for the 
development of the rural areas; respectively, it 
negatively impacts the process of agricultural 
modernization and especially the process of the 
development of the non-agricultural sector. This 
is particularly characteristic of rural areas to the 
south of Belgrade, where small semi-subsistent 
farms with highly extensive agricultural production 
and extremely modest possibilities for employment 
outside agriculture are dominant. The situation is 
somehow more favorable in the region of Šumadija 
and Western Serbia, where there are a lot of farms that 
have additional sources of income, and this region is 
the leading one in the development of rural tourism in 
comparison to the other rural areas of RS. Moreover, 

the infrastructural equipment is at a higher level in 
comparison to the region of Southern and Eastern 
Serbia, where there are significant infrastructural 
limitations. In this region, rural poverty is the most 
prominent, which is primarily the consequence of 
the negative tendencies in the most of socio-economic 
characteristics (Zekić, Matkovski, 2015).

The situation is more favorable in the case of the 
Belgrade region and the region of the A. P. of 
Vojvodina. The advantages of the A. P. of Vojvodina are 
reflected in its natural benefits, as well as in the specific 
characteristics of historical development, which has 
enabled better infrastructural supply and the more 
developed service sector. Also, the development of 
agricultural production, as the dominant activity of the 
rural areas, is at a much higher level, and agricultural 
farms are largely sustainable. On the other hand, due 
to the powerful economic influence of the large urban 
area, the Belgrade region is atypical in comparison 

Table 1  The rural population and the educational 
structure of the Republic of Serbia
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The region of A. 
P. of Vojvodina 785.078 40,6 6,79 46,28 27,54 19,24

Belgrade region 314.596 19,0 9,27 55,19 23,15 11,89
The region of 
Šumadija and 
Western Serbia

1.068.149 52,6 5,55 39,78 28,25 26,02

The region of 
Southern and 
Eastern Serbia

747.167 47,8 4,94 36,72 28,86 28,81

The Republic of 
Serbia in total 2.914.990 40,6 6,10 42,37 27,68 23,42

Source: Statistical Office of the Republic of Serbia (Republički 
zavod za statistiku), 2011
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to the other rural areas of RS. Namely, the economic 
power of Belgrade has an impact on the surrounding 
rural areas and enables the diversification of the 
rural economy towards the creation of the relatively 
strong non-agricultural sector. The vicinity of the 
large market impacts the structure of agricultural 
production, so a more intensive usage of land is 
present. The infrastructural equipment is at a much 
higher level and the service sector is accessible even in 
the urban center. The Belgrade region is the only region 
in RS where an increase in the rural population was 
recorded in the period between the last two censuses 
of the population and all the stated characteristics 
contributed to that (Zekić, Matkovski, 2015).

The overcoming of the relative development lagging 
of the rural areas is possible, primarily through the 
diversification of rural activities, i.e. the diversification 
of income or farm activities. Despite the fact that in 
the last few years a decrease in rural employment 
in agriculture and the processing industry, as well 
as an increase in the service sector, are present, the 
presence of rural activities in agriculture is still high 
- accounting for about 45%. The reliance of the rural 
economy exclusively on agricultural production 
cannot be a viable concept of rural development 
anymore, since the primary sector cannot guarantee 
the social stability of the rural population. An income 
diversification is the strategy suitable for relatively 
poorer farms, which do not have possibilities to 
develop other profitable activities. Another strategy 

involves the diversification of the activities of 
agricultural farms, which is only achievable in the 
case of the economically stronger agricultural farm 
with the higher level of the education of its members. 
Rural tourism is often described as the sector suitable 
for the additional activity of an agricultural farm or a 
rural household in RS. It is estimated that in this sector 
there are about 10,000 beds and that there is an annual 
income of about RSD 10 billion, which is about 16% of 
the total income of the Serbian tourism (MPZŽS RS, 
2014).

Such a way of income diversification includes certain 
funds which are usually all but negligible and for 
the majority of rural households it represents an 
insurmountable obstacle. Moreover, these activities are 
impossible without the particular managerial skills of 
some members of rural households. The low level of the 
infrastructural equipment of the rural areas reflected 
in the inadequate electric and road network and, often, 
in the absence of the sewer and water systems are a 
barrier as well. Also, the promotion of rural tourism 
in RS and especially abroad is inadequate. Out of 
the listed reasons, the majority of rural households 
diversify income, so income from employment and 
social income (pensions) account for more than two-
thirds of the total income (Table 2).

Despite the fact that agriculture represents the 
dominant economic activity in the rural areas, the 
share of the income of rural households in agriculture 

Table 2  The income structure of the Serbian rural areas (%)

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Income from employment 41.2 35.5 38.9 37.1 42.1 39.9 36.3 37.0 35.7 47.1

Social income 26.1 24.0 22.0 25.3 26.2 28.3 31.5 28.7 32.7 35.0

Income from agriculture 26.6 24.8 7.8 6.8 8.3 6.8 9.3 7.8 7.6 5.0

Income from abroad 1.7 2.0 2.3 2.3 1.3 2.0 1.2 1.6 2.1 1.6

Income from property 0.0 0.0 1.5 3.3 0.5 0.3 0.5 1.2 0.3 0.4

Other income 3.9 13.5 12.6 10.4 8.7 9.8 8.7 9.7 8.2 6.2

Subsistence economy 0.4 0.2 14.9 14.8 12.9 12.7 12.5 14.0 13.3 4.6

Source: Bogdanov, Babović, 2014.
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is not the dominant one. The lower share of income 
from agriculture is conditioned by the inadequate 
structure of agricultural farms, i.e. the fragmentation of 
individual family farms (Cvijanović, Subić & Paraušić, 
2014) and the level of agricultural productivity is low 
as well (Zekić, Gajić & Matkovski, 2013). At the regional 
level, the A. P. of Vojvodina is the dominant region in 
terms of agricultural income in the rural areas, which 
is the expected statistics, considering the average size 
of the farms and the level of the sector’s productivity. 
On the other hand, the region of Southern and Eastern 
Serbia, with the dominant subsistent character of 
production, has a low level of agricultural income. 
In the Belgrade region, employment incomes are the 
dominant ones, which is expectable, considering the 
possibilities of employment in the large urban center, 
whereas the region of Šumadija and Western Serbia, as 
a response to the agrarian movement, has the largest 
share of farms with the second profitable activity 
(Bogdanov, Babović, 2014).

THE BASIC CHARACTERISTICS OF THE 
IPARD FUNDS

RS is a candidate for the EU membership and it is 
at the beginning of the negotiation process. The 
pre-accession period implies a wide spectrum of 
activities in the direction of the adaptation to the EU 
acquis communautaire, as well as the building of the 
institutions necessary for the successful functioning 
of the economic and the political systems. Due to 
the relatively large significance of agriculture in 
the economy of RS, the adaptation to the European 
Common Agricultural Policy (CAP) will represent a 
huge challenge, implying actions in the direction of: 
the harmonization of legislation, the strengthening 
of the institutions as well as change in the policy. The 
harmonization of legislation implies the creation of 
the legal basis for the implementation of the complex 
CAP regulations system, i.e. the right system for the 
country that can follow the necessary procedures 
for the implementation of the measures of this 
policy. Institution building implies the creation 
of an institution which should follow the efficient 
functioning of the CAP. In the end, the policy reforms 
imply the adoption of the EU standards with the aim 

of conducting a more efficient adaptation process 
(Bogdanov, 2015). In accordance with the current 
adaptation of the Serbian rural policy to the European 
one, it is necessary to build a complementary rural 
policy according to the current changes within the 
CAP that gives more freedom to countries to build the 
perennial plans of rural development and use them 
to define their own aims (Zekić, Matkovski, 2014). 
Although in the last period there was only a small 
progress in terms of harmonization with the acquis 
regulations, the implementation of the policy is only at 
its initial stage (European Commision, 2014a).

The EU has a relatively long tradition of supporting 
candidate countries (PHARE, ISPA, SAPARD et al.), 
and the IPA programme is the current one. The IPA 
programme of support consists of five components, 
the first two (Transition and Institution Building and 
Regional and Cross Border Cooperation) being available 
for candidate states and potential candidates, and the 
other three (Regional development, Strengthening of 
human resources and Rural development) being only 
available for candidate states. The IPARD programme 
is aimed at supporting the creation of a viable agrarian 
sector, as well as at increasing the economic vitality 
of rural areas. In comparison to IPARD-1 (2007-
2013), IPARD-2 (2014-2020) is not directed across the 
priority axes, but through a larger number of certain 
supporting measures. The countries recipients have a 
possibility of choosing measures for which they will 
use the predicted support. Such an approach respects 
the specificities of the rural areas of each candidate 
country, which should, on the basis of the sector 
analyses and the analyses of the conditions in rural 
areas, direct the available support. Also, recipients’ 
participation (around 50%) as well as the country’s 
(25%) is obligatory. 

At the beginning of 2015, the European Commission 
adopted IPARD-2 for RS, which should be financed 
until 2020 and which refers to: Investments in the 
Physical Assets of Agricultural Farms, Investments 
in the Physical Assets Concerning the Processing 
and Marketing of Agricultural and Fishery Products, 
Farm Diversification and Business Development 
and Technical Assistance. The agro-Environmental 
Climate and Organic Farming Measures, as well as 
Measures for the Preparation and Implementation of 
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Local Development Strategies - the LEADER approach, 
are planned for 2017. In order to achieve access to the 
IPARD funds, RS had to prepare a document defining 
the measures of support to rural development, as well 
as the criteria and the financial framework. All had to 
be in accordance with the EU legislation. Documents 
like this are accredited by the Directorate General for 
Agriculture and Rural Development (DG AGRI), which 
represents just one of the conditions for access to the 
EU funds. The use of the IPARD programme implies 
institution building necessary for the implementation 
of this support. Those are the IPARD Agency 
(Directorate for Agrarian Payments), the Managing 
Authority (Sector for Rural Development MAEP), 
the Monitoring Committee and the National Fund. 
These institutions have a responsibility for making a 
selection of measures, their monitoring and evaluation, 
controlling financial flows, as well as performing the 
administrative tasks of receiving the applications, 
the implementation of control etc. By reporting on 
harmonization with the EU policy progress, it was 
estimated that, in 2014, RS had to make additional 
efforts to acquire accreditation for IPARD, whereas the 
report of 2015 states that a shift had been made due to 
the adoption of the IPARD programme for RS, but the 
further setting-up of the operational structures was yet 
necessary to be done (European Commission 2014b, 
European Commission 2015).

The predicted support of the EU for RS until 2020 
amounts to EUR 175 million, provided that the 
predicted support for 2015 amounts to EUR4 15 million, 
and each following year the amount is increased by 
EUR 5 million, so that in the year 2020, it will reach 
the amount of EUR 45 million. RS has to provide 
about EUR 56 million, so the total public support 
will be about EUR 231 million. The largest amount 
of the support is aimed at the first two measures 
(investments) - 79%. Among other measures, a slightly 
larger amount is only aimed at Farm Diversification 
and Business Development - 10%. Recipients can be 
natural persons, i.e. registered agricultural farms, or 
legal entities with less than 25% of their capital held by 
the public bodies. For larger investments (more than 
EUR 50,000), a business plan in line with the template 
provided by the IPARD Agency is needed, whereas for 

smaller investments, those below EUR 50,000, it has to 
be in the simplified form (MPZŽS RS, 2014).

The specifically indicated sectors of the Serbian 
agriculture that will be IPARD’s subject of financial 
support are: the production of milk, meat, fruits and 
vegetables, as well as other crops (cereals, oil-seeds, 
sugar beet). The IPARD programme of support implies 
the whole line of the criteria and rules on the manner 
of using the funds and the dynamics of financing. 
The sector analyses which should enable an insight 
into the state of the producer, the processor and the 
trade segment within each of the marked sectors of 
agriculture are the baseline. The defining of the specific 
needs of each specific segment, i.e. different productive 
units in particular sectors, should contribute to the 
process of making decisions on the approval of certain 
projects. All the farms that are going to make a request 
for support will have to meet the national standards 
of the Animal Welfare and Environmental Protection, 
and the subject of investment will have to fulfill the 
EU standards in these segments. 

Investments in the Physical Assets of Agricultural 
Farms have the objective to enable their recipients 
to achieve the EU standards by means of building 
new and reconstructing the existing physical assets. 
Also, these measures should enable agricultural 
development through an increase in and the 
advancement of physical capital, as well as contribute 
to the resolution of the ecological issues. Namely, the 
low level of the competitiveness and productivity of 
the Serbian agriculture conditions the need for the 
technological advancement and modernization of 
mechanization. Within livestock production, primarily 
small and middle farms, which are highly present in 
the total milk production and meat, are in focus. The 
objectives are reflected in the improvement of the 
quality and quantity of produced milk and meat and 
the achievement of very high EU standards. Also, 
the objective is to restructure the size of the farm in 
the direction of the creation of economically viable 
production units. Large and specialized farms will 
have access to investments only in the case of their 
fulfilling the EU standards in terms of animal welfare 
and storage and distribution. Within crop production, 
support is predicted mainly for the improvement of 
mechanization, transporting and storage capacities, as 
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well as for increasing yields through the improvement 
of agro-technological measures. 

Unlike the first measure, where the final recipients 
are agricultural farms and other legal entities within 
the area of agriculture, in the case of Investments in 
the Physical Assets Concerning the Processing and 
Marketing of Agricultural and Fishery Products, the 
final recipients are enterprises. The stress is put on 
the improvement of processing, the storage capacities, 
the assortment development and energy efficiency, as 
well as the achievement of the EU standards in order 
to improve the competitiveness of the food processing 
sector. The aim of Farm Diversification and Business 
Development reflects in the diversification of the 
rural economy, primarily through the development 
of non-agricultural activities, and a reduction in an 
excessive dependence on agriculture. The primary aim 
is to improve the employment possibilities in the rural 
areas through the promotion of alternative activities 
on the agricultural farm. The focus is on rural tourism, 
respectively the training of the rural households for 
these activities. The final recipients are agricultural 
farms and other (micro- and small) legal entities 
within the area of agriculture. Technical Assistance 
should help in the implementation and monitoring 
of the IPARD programme, as well as in its eventual 
change. The recipient is the Managing Authority. 

Agro-Environment-Climate and Organic Farming 
include a wide spectrum of actions in order to 
improve the quality of soil and water, biodiversity, 
the development of organic farming and adaptation to 
climate changes. The majority of the agro-environment 
programmes are directed towards the development of 
organic farming, primarily because this production is 
in accordance with the principles of the sustainable 
development of rural areas (Sarudi, Szakaly, Mathe & 
Szente, 2003). The Preparation and Implementation of 
Local Development Strategies - the Leader approach 
should enable the promotion of the inclusion of local 
action groups in the preparation and implementation 
of the local projects of rural development. Namely, the 
objective is to acknowledge the specific needs of local 
areas, i.e. the local community, through the application 
of territorial access, bottom-up work, as well as the 
public-private partnership. Other Measures covered by 
the IPARD programme but unavailable in RS yet are: 

support for the establishment of groups of agricultural 
producers, the establishment and protection of forests, 
investments in the rural public infrastructure, the 
improvement of training and the advisory service. 

THE POSSIBILITIES AND RESTRICTIONS 
OF THE USAGE OF THE IPARD FUNDS 
IN THE RURAL DEVELOPMENT OF THE 
REPUBLIC OF SERBIA

At the beginning of 2016, by improving the 
administrative capacities, RS gained a possibility 
of using the IPARD-2 funds. This development 
encouraged the positive expectations of the available 
EU funds and their positive impact on the rural areas 
and agriculture. The question is to which extent 
the pre-accession funds can be supportive of the 
development of the Serbian rural areas as well as how 
the same will be used. Additionally, it is uncertain 
who will gain the most benefits from the support 
formulated in that manner, intended for candidate 
countries. The exact answer to these questions cannot 
be provided in advance, but the significance of the EU 
pre-accession funds for the rural areas in RS can be 
anticipated.

In this regard, the experiences of the countries which 
have already had an opportunity to use similar 
funds, primarily the IPARD funds, are indicative. 
From 2007 to 2012, Croatia, Macedonia and Turkey 
received the support of EUR 130, 65 and 650 million, 
respectively, which is about the four-fifths of the 
total support intended for rural development.5 The 
largest part of these funds was used for investments 
in agricultural farms (39%), investments in the 
development of processing and marketing (26%), as 
well as in development and farm diversification (20%). 
A considerably smaller amount of funds was used for 
other measures (≤ 5%). Namely, all the three countries 
directed the largest amount of the funds towards Axis 
1 - the improvement of efficiency and the reaching 
of the EU standards, around 70%; for Axis 2 - the 
environment and the Leader approach, only between 
2-5% of the funds was used, depending on the country, 
whereas for Axis 3 - the development of the rural 
economy, 23% of the funds was used. The rest of the 
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funds was spent on the measures of technical support 
(around 2%). In comparison to the other two countries, 
Croatia spent the largest part of the funds on Axis 3, 
the FYR of Macedonia on Axis 1, and Turkey on Axis 2 
(European Commission, 2013). 

In the context of the thus formulated EU support, as 
well as the current state in the Serbian agricultural 
sector, the largest potential benefits from the aspect 
of rural development can be realized if the largest 
possible amount of funds is directed towards 
smaller, economically viable farms with predominant 
livestock production. Namely, these farms are the 
basis of the social security of the rural population, 
where agriculture’s role rather social than economic. 
However, small farms are under the biggest pressure, 
since they cannot be competitive, neither in terms of 
the quality nor the quantity, with larger agricultural 
farms which apply modern production methods and 
realize economies of scale. The increasingly stricter 
standards that are the consequence of approaching the 
EU membership are another problem. In this context, 
the contribution of these farms to the food security 
of the country should not be forgotten, which arises 
from the sector analyses for milk and meat, where the 
dominant part of the production is located on small 
semi-subsistence farms. However, it seems that family 
farms will not be the dominant ones when it comes 
to the attraction of the IPARD funds, although they 
represent the major users of arable land - around 82% 
of the utilized agricultural area (Statistical Office of 
the Republic of Serbia - Republički zavod za statistiku, 
2012).

On the other hand, middle and large agricultural farms, 
whether their owners are natural or legal persons, 
represent the basis of agricultural modernization, 
contribute to the positive foreign-trade balance of the 
country in terms of agricultural products, and are 
generally concerned as the carriers of the progress 
within the agricultural sector. Everything listed is 
mostly undeniable; however, the question of the extent 
to which larger farms or agricultural enterprises 
contribute to the life quality of the local population, 
which represents the basic aim of rural development, 
is often ignored. The modern approach to rural 
development, among other things, focuses on smaller 
private farms and their role of protecting the rural 

values and the environment as well as enabling the 
existence of the larger part of the rural population. It 
should be stressed that the policy of rural development 
has to rely only on the agricultural farms which reach 
the bottom line of economic sustainability, which 
means that they at least satisfy the existential needs 
of the members of a farm. A large number of farms 
will not be able to fulfill this requirement, so there is 
an alternative in the form of the development of the 
non-agricultural sector, both on and outside farms, in 
order to make additional income sources for the rural 
population. 

In this context, the milk sector is an indicative example. 
In RS, ¼ of farms produce cow milk, i.e. 156,000 
agricultural farms with a little more than 431,000 of 
dairy cows. The agricultural farms with only 1-2 dairy 
cows, which are usually regarded as unviable, account 
for 70% of the farms which produce milk and 36% of 
the total number of the dairy cows. The slightly larger 
farms of 3-9 dairy cows represent 68% of the total 
production of milk and 59% of all the milk delivered 
to dairies. The large farms of more than 20, and even 
over 50 dairy cows, which are often regarded as the 
economic optimum, contribute to a lesser extent to the 
Serbian production of milk (MPZŽS RS, 2014). The milk 
sector is not the exception in the Serbian agriculture, 
which indicates the importance of small farms in 
terms of production. The IPARD funds would be a 
good basis for the improvement of milk production, 
primarily in terms of the improvement of the quality 
in order to achieve the very rigorous EU standards 
within this sector, which is the largest problem for 
small farms. Additionally, positive effects should 
be realized through an increase in yield per cow, i.e. 
the quantity of production. It primarily refers to the 
utilization of the funds from Investments in Physical 
Assets of Agricultural Farms, on whose account there 
is the largest amount of the funds. The previously 
mentioned suspicions of the ability of a large number 
of these farms to successfully apply for approaching 
the IPARD funds are justified. A similar situation is 
in the sector of meat production, which is in a slightly 
better position, in terms of the relatively simpler 
productive technology and a slightly easier way of 
reaching the standards. Here, it will also be good to 
direct the largest possible amount of funds towards 
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small and middle-sized farms, which could improve 
the infrastructure and specialize their production 
to a larger extent. In general, in the sector of crop 
production, the situation is somewhat more favorable, 
since this sector has better productive performances 
and comparative advantages in the export. Still, certain 
improvements are necessary, primarily in terms of the 
storage capacities and mechanization.

If rural development is observed as the process of the 
improvement of the life quality of the rural population, 
then investments only in agricultural production will 
have a limited influence on it. In this sense, it will be 
the most effective if smaller and middle-sized farms 
manage to improve their production and achieve 
economic viability. This is especially characteristic 
of the highland area of Central Serbia, where the 
possibilities of the development of the rural areas 
are limited to a larger extent. Probably the measures 
presupposed for farms diversification and business 
development could significantly contribution to 
increasing income in the regions characterized by 
unfavorable conditions for agricultural production, for 
example, through investments in and the development 
of the capacities of rural tourism etc. The significance of 
this activity, especially for the EU candidate countries, 
is reflected in the contribution of rural tourism to the 
economic, social and ecological development of rural 
areas, which improves the life quality of the rural 
population (Hall, 2004). Unfortunately, the intended 
scale of the funds is relatively limited, so the expected 
domains cannot be larger. In the case of the A. P. of 
Vojvodina, the process of the enlargement of the 
agricultural farms is the most advanced - the average 
size of a farm is about 11 ha, and agricultural farms 
larger than 50 ha use more than one-half of the total 
arable area (Statistical Office of the Republic of Serbia 
- Republički zavod za statistiku, 2012), so it is logical 
to assume that the further process of agricultural 
modernization will only marginally contribute to 
rural development. In the A. P. of Vojvodina, the funds 
intended for legal entities with the aim of improving 
processing and marketing will probably have the 
largest effect since they provide the possibilities of 
the development of the activities indirectly linked to 
agricultural production.

However, what is common for the rural areas 
throughout RS is the necessity for searching for the 
alternative possibilities of applying, i.e. the additional 
sources of income for the rural population. The agro-
processing sector can serve to it only to a certain degree, 
since the creation of economically vital agricultural 
farms implies, apart from the intensification of 
production, their enlargement, and a reduction in the 
number of employees in the agrarian sector. Because of 
that, alternative sources of income have to be found in 
the development of non-agricultural activities, which 
should to a larger or lesser degree be linked to the 
primary sector, which is dominant in the Serbian rural 
areas. In the context of rural development, it seems that 
only an overall approach at the national level implying 
a series of coordinative measures -beginning with 
the demographic policy, via the educational policy, 
to health protection, infrastructural development, 
the agrarian and the tax policies etc. should lead to a 
significant shifting of the level of rural development. In 
other words, the integral policy of rural development 
includes a long-term approach with a wide spectrum 
of national interventions, which means that, in 
comparison to the IPARD-2 performances, much 
more time and support is necessary for the significant 
improvements of rural development.

CONCLUSION

The approximation of the Republic of Serbia to the 
EU represents a huge challenge for the whole socio-
economic system, the sector of the rural economy being 
no exception. The rural economy and agriculture have 
relative significance for the total Serbian economy, 
which additionally enlarges an interest in this sector 
in the pre-accession period. In addition to this, the 
contribution of the research, concentrated on the 
development problems of the rural areas and the 
IPARD funds as one of the ways of overcoming their 
economic lagging, has the largest importance in the 
identification of the relatively modest possibilities 
of the EU assistance. Also, the country’s key role 
in increasing the effectiveness and efficiency of the 
utilization of the available funds and the establishment 
of the economic vitality of the rural areas are indicated. 



174 Economic Horizons  (2016) 18(2), 165 - 175

For the most part, the proposed hypotheses are not 
supportive of the usual way of thinking of the pre-
accession funds, so their testing gives somehow 
different access to the problem in comparison to the 
majority of the research studies conducted in this field. 
The hypotheses are confirmed to a greater extent, since 
it is clearly stated that the modernization of agriculture 
and the improvement of the life quality of the rural 
population do not have to be uniquely conditioned 
processes. 

However, particular research limitations are present 
as well, as a result of the methodological difficulties 
in terms of the determination of the financial-support 
influence on the development processes. This can be 
useful to both the creators of the agricultural and 
the rural policies and the academics interested in the 
stated problematics. 

Within analyses to be carried out in future papers, the 
position of the Serbian rural areas in comparison to 
the EU countries will be analyzed in order to further 
elaborate the development possibilities of these areas 
and the segments in which it would be justifiable to 
allocate the IPARD funds.

ENDNOTES

1 RS does not have an official statistical definition of rural 
areas, i.e. according to the methodology of the censuses of 
1981, 1991, 2002 and 2011, the population is divided into the 
urban population and the other population, which implies 
the rural population.

2 From 2002 to 2011, between the two censuses of the 
population, the rural population decreased by 311,000 
inhabitants, which amounts to 10.9%, which is considerably 
more in comparison to the decrease in the urban population 
amounting to 4.15% (Statistical Office of the Republic of 
Serbia - Republički zavod za statistiku, 2011).

3 The Serbian rural areas will be analyzed on the basis of 
the four defined statistical regions at the NSTJ2 level (the 
National Nomenclature of Statistical Territorial Units - 
Nomenklature statističkih teritorijalnih jedinica (NSTJ 2)): the 
A. P. of Vojvodina, Belgrade region, the region of Šumadija 
and Western Serbia and the region of Southern and Eastern 
Serbia. This division, adopted in 2010, relatively well reflects 

the heterogeneity of the Serbian rural areas.

4 In 2015, RS did not use the IPARD funds, so it is likely that the 
predicted support for 2015 will be transferred to 2016.

5 The data is not related to 2013.
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