MPRA

Munich Personal RePEc Archive

Sustainable agriculture and rural
development in terms of the republic of
Serbia strategic goals realization within
the Danube region. Rural development
and (un)limited resources

Cvijanovi¢, Drago and Jonel, Subic and Jean, Andrei
INSTITUTE OF AGRICULTURAL ECONOMICS, BELGRADE —

SERBIA, BALKAN SCIENTIFIC ASSOCIATION OF AGRARIAN
ECONOMISTS, BELGRADE — SERBIA

10 May 2014

Online at https://mpra.ub.uni-muenchen.de/58558/
MPRA Paper No. 58558, posted 14 Sep 2014 13:35 UTC



THEMATIC PROCEEDINGS

International Scientific Conference

»wSUSTAINABLE AGRICULTURE AND RURAL
DEVELOPMENT IN TERMS OF THE REPUBLIC OF
SERBIA STRATEGIC GOALS REALIZATION
WITHIN THE DANUBE REGION*

- rural development and (un)limited resources -

Editors:

Prof. Drago Cvijanovi¢, Ph.D.
Jonel Subi¢, Ph.D.
Andrei Jean Vasile, Ph.D.

Technical preparation and page breaking:

Radojica Sari¢, M.Sc., Marijana Jovanovi¢, B.Sc.,
Biljana Gruji¢, B.Sc. and Vladimir Sokolovi¢

ISBN 978-86-6269-036-4

The publishers are not responsible for the content of the Scientific
Papers and opinions published in the Volume. They represent the
authors’ point of view.

Publication of Thematic Proceedings was financed by the Ministry of
Education, Science and Technological Development of the Republic of Serbia.

i



Organizers and Publishers

20.

21.

22.
23.
24.
25.
26.
27.
28.

29.

30.

31

32.
33.

34.

35.
36.

INSTITUTE OF AGRICULTURAL ECONOMICS, BELGRADE — SERBIA
BELGRADE CHAMBER OF COMMERCE - SERBIA
BALKAN SCIENTIFIC ASSOCIATION OF AGRARIAN ECONOMISTS, BELGRADE — SERBIA

FACULTY OF BIOFARMING BACKA TOPOLA, MEGATREND UNIVERSITY, BELGRADE —
SERBIA

FACULTY OF ECONOMICS, SUBOTICA — SERBIA
FACULTY OF AGRICULTURE, NOVI SAD — SERBIA

CENTER FOR SMALL GRAINS, KRAGUJEVAC — SERBIA

INSTITUTE OF MEDICINAL PLANTS RESEARCH DR JOSIF PANCIC, BELGRADE — SERBIA
INSTITUTE FOR SCIENCE APPLICATION IN AGRICULTURE, BELGRADE — SERBIA
INSTITUTE TAMIS, PANCEVO — SERBIA

INSTITUTE OF ECONOMIC SCIENCES, BELGRADE — SERBIA

INSTITUTE OF SOIL SCIENCE, BELGRADE — SERBIA

INSTITUTE OF FORESTRY, BELGRADE — SERBIA

FACULTY OF AGRICULTURE, LESAK — SERBIA

FACULTY OF AGRONOMY, CACAK — SERBIA

BALKAN ASSOCIATION FOR VILLAGE SOCIOLOGY AND AGRICULTURE, BELGRADE —
SERBIA

BIOTECHNICAL FACULTY, PODGORICA — MONTENEGRO

FACULTY OF AGRICULTURE, EAST SARAJEVO, REPUBLIC OF SRPSKA — BOSNIA AND
HERZEGOVINA

FACULTY OF AGRICULTURE, BANJA LUKA, REPUBLIC OF SRPSKA — BOSNIA AND
HERZEGOVINA

AGRICULTURAL INSTITUTE, BANJA LUKA, REPUBLIC OF SRPSKA — BOSNIA AND
HERZEGOVINA

UNIVERSITY OF BIJELJINA, BIJELJINA, REPUBLIC OF SRPSKA — BOSNIA AND
HERZEGOVINA

FACULTY OF ECONOMICS, TUZLA — BOSNIA AND HERZEGOVINA

FEDERAL AGRO-MEDITERRANEAN INSTITUTE, MOSTAR — BOSNIA AND HERZEGOVINA
SCIENTIFIC TOBACCO INSTITUTE, PRILEP — REPUBLIC OF MACEDONIA

VOLGOGRAD STATE AGRARIAN UNIVERSITY, VOLGOGRAD — RUSSIA

STAVROPOL STATE AGRARIAN UNIVERSITY, STAVROPOL — RUSSIA

BALKAN ENVIRONMENTAL ASSOCIATION (B.EN.A), THESSALONIKI — GREECE

INSTITUTE OF AGRICULTURAL ECONOMICS, ROMANIAN ACADEMY, BUCHAREST -
ROMANIA

PETROLEUM - GAS UNIVERSITY OF PLOIESTI, PLOIESTI - ROMANIA

UNIVERSITY OF AGRICULTURAL SCIENCES AND VETERINARY MEDICINE, FACULTY
OF MANAGEMENT, ECONOMIC ENGINEERING IN AGRICULTURE AND RURAL
DEVELOPMENT, BUCHAREST — ROMANIA

BUCHAREST UNIVERSITY OF ECONOMIC STUDIES, FACULTY OF AGRO-FOOD AND
ENVIRONMENTAL ECONOMICS, BUCHAREST - ROMANIA

COMMERCIAL ACADEMY OF SATU MARE, SATU MARE —-ROMANIA

FOOD AND AGRICULTURAL POLICY RESEARCH INSTITUTE, UNIVERSITY OF MISSOURI,
COLUMBIA - USA

INSTITUTE OF AGRICULTURE DEVELOPMENT IN CENTRAL AND EASTERN EUROPE
(IAMO), LEIBNIZ - GERMANY

FEDERAL INSTITUTE OF AGRICULTURAL ECONOMICS, VIENNA — AUSTRIA

INSTITUTE OF AGRICULTURAL AND FOOD ECONOMICS, NATIONAL RESEARCH
INSTITUTE, WARSAW — POLAND

i



For publishers

WX W=

Prof. Drago Cvijanovié, Ph.D. 19. Prof. Aleksandar Ostoji¢, Ph.D.
Milan Jankovi¢, Ph.D. 20. Prof. Vojislav Trkulja, Ph.D.
Prof. Radovan Pejanovi¢, Ph.D. 21. Prof. Milena Jeliki¢-Stankov, Ph.D.
Prof. Tibor Kenjves, Ph.D. 22. Prof. Safet Kozarevi¢, Ph.D.
Prof. Nenad Vunjak, Ph.D. 23. Prof. Marko Ivankovié, Ph.D.
Prof. Milan Popovié, Ph.D. 24. Prof. Gordana Miceska, Ph.D.
Blagoje Kovacevié, B.Sc. 25. Prof. A. S. Ovchinnikov, Ph.D.
Dragoja Radanovié, Ph.D. 26. Prof. Viadimir I Trukhachev, Ph.D.
Snezana Jankovi¢, Ph.D. 27. Prof. Fokion K.Vosniakos, Ph.D.
Vladan Ugrenovié, Ph.D. 28. Prof. Paun Ion Otiman, Ph.D.

. Prof. Dejan Eri¢, Ph.D. 29. Prof. Pascu Mihai Coloja, Ph.D.
Srboljub Maksimovic¢, Ph.D. 30. Prof. Toma Dinu, Ph.D.
Ljubinko Rakonjac, Ph.D. 31. Prof. Dan Boboc, Ph.D.
Prof. Bozidar Milosevi¢, Ph.D. 32. Prof. Andreica Romulus, Ph.D.
Prof. Viadeta Stevovi¢, Ph.D. 33. Prof. William H. Meyers, Ph.D.
Prof. Pura Stevanovic¢, Ph.D. 34. Prof. Thomas Glauben, Ph.D.
Prof. Miomir Jovanovic¢, Ph.D. 35. Klaus-Dieter Wagner, Ph.D.

. Prof. Vesna Mili¢, Ph.D. 36. Prof. hab. Andrzej Kowalski, Ph.D.

HONORARY BOARD

Srdan Verbi¢, Ph.D., Minister of Education, Science and Technological Development of the
Republic of Serbia, Belgrade — Serbia

Prof. Snezana Bogosavijevi¢ Boskovi¢, Ph.D., Minister of Agriculture and Environment
Protection of the Republic of Serbia, Belgrade — Serbia

Prof. Stevo Mirjani¢, Ph.D., Minister of Agriculture and Water Management of the
Republic of Srpska, Banja Luka — Bosnia and Herzegovina

Prof. Zoran Raji¢, Ph.D., State Secretary of the Ministry of Agriculture and Environment
Protection of the Republic of Serbia, Belgrade — Serbia

Aleksandar Beli¢, Ph.D., State Secretary of the Ministry of Education, Science and
Technological Development of the Republic of Serbia, Belgrade — Serbia

Prof Jovan Bazi¢, Ph.D., Assistant Minister of Education, Science and Technological
Development of the Republic of Serbia, Belgrade — Serbia

Prof Ivica Radovi¢, Ph.D., Assistant Minister of Education, Science and Technological
Development of the Republic of Serbia, Belgrade — Serbia

Novica Randelovi¢, M.A., President of Steering Committee of Institute of Agricultural
Economics, Belgrade — Serbia

Prof. Natalija Bogdanov, Ph.D., Member of Steering Committee of Institute of Agricultural
Economics, Belgrade — Serbia

Prof. Dragojlo Obradovic, Ph.D., Member of Steering Committee of Institute of
Agricultural Economics, Belgrade — Serbia

Zivanko Radovancev, M.A., Member of Steering Committee of Institute of Agricultural
Economics, Belgrade — Serbia

Prof. Radovan Pejanovi¢, Ph.D., Vice rector University of Novi Sad — Serbia

1l



Prof. Fokion K. Vosniakos, Ph.D., President of the Balkan Environmental Association
(B.EN.A.), Thessaloniki — Greece

Prof. Pavel Nastase, Ph.D., Rector of the Bucharest University of Economic Studies,
Bucharest — Romania

Prof. Nicolae Istudor, Ph.D., Vice Rector of the Bucharest University of Economic Studies,
Bucharest — Romania

Academician prof. lon Paun Otiman, Ph.D., Director of the Institute for Agricultural
Economics, Bucharest — Romania

Prof. Sorin Cimpeanu, Ph.D., Rector of the University of Agricultural Sciences and
Veterinary Medicine, Bucharest — Romania

Prof. Pascu Mihai Coloja, Ph.D., Rector of the Petroleum Gas University Ploiesti, Ploiesti —
Romania

Prof. Paul Pirsan, Ph.D., Rector of the University of Agricultural Sciences and Veterinary
Medicine, Timisoara — Romania

Prof. Valeriu Tabara, Ph.D., University of Agricultural Sciences and Veterinary Medicine,
Timisoara — Romania

Prof. Andreica Romulus, Ph.D., Rector of the Commercial Academy of Satu Mare, Satu
Mare — Romania

Prof. Alexandru Stratan, Ph.D., Director of the National Institute for Economic Research,
Chisinau — Moldova

Prof. hab. Andrzej Kowalski, Ph.D., Director of the Institute of Agricultural and Food
Economics, Warsaw — Poland

Prof. Dimitre Nikolov, Ph.D., Director of the Institute of Agricultural Economics, Sofia —
Bulgaria

Prof. Christina Yancheva, Ph.D., Rector of the Agricultural University, Plovdiv — Bulgaria
Prof. Marijana Ivanek-Martinci¢, Ph.D., Dean of the College of Agriculture, Krizevci —
Croatia

Zeljko Serti¢, President of Chamber of Commerce of Serbia, Belgrade — Serbia

Prof- Milan Popovi¢, Ph.D., Dean of the Faculty of Agriculture, Novi Sad — Serbia

Prof’ Bozidar Milosevi¢, Ph.D., Dean of the Faculty of Agriculture, Zubin Potok — Serbia
Prof. Nenad Vunjak, Ph.D., Dean of the Faculty of Economy, Subotica — Serbia

Prof- Mi¢a Jovanovi¢, PhD., Rector of the Megatrend University, Belgrade — Serbia

Prof Tibor Kenjves, Ph.D., Dean of the Faculty of Biofarming Backa Topola, Megatrend
University, Belgrade — Serbia

Prof Aleksandar Ostoji¢, Ph.D., Dean of the Faculty of Agriculture, Banja Luka — Republic
of Srpska, Bosnia and Herzegovina

Prof- Vesna Mili¢, Ph.D., Dean of the Faculty of Agriculture, East Sarajevo — Republic of
Srpska, Bosnia and Herzegovina

Prof. Viadimir Ira, Ph.D., Director of the Institute of Geography, Slovak Academy of
Sciences, Bratislava — Slovakia

Prof’ Dejan Eri¢, Ph.D., Director of the Institute of Economic Sciences, Belgrade — Serbia
Prof. Gordana Miceska, Ph.D., Director of the Institute for Tobacco, Prilep — Macedonia
Prof. Vladimir I Trukhachev, Ph.D., Rector of the Stavropol State Agrarian University,
Stavropol — Russia

Prof. Nikolai I Kuznetsov, Ph.D., Rector of the Saratov State Agrarian University, Saratov —
Russia

iv



Nenad Puri¢, Ph.D., Institute PKB Agroekonomik, Padinska Skela — Serbia

Milan Zdravkovi¢, Ph.D., Institute for Vegetables and Crops, Smederevska Palanka — Serbia
Petar Kljaji¢, Ph.D., Director of the Institute for Pesticides and Environment Protection,
Belgrade — Serbia

Dragan Luka¢, Ph.D., President of the Chamber of Commerce, Novi Sad — Serbia

Prof’ Bahrija Umihani¢, Ph.D., Faculty of Economy, Tuzla — Bosnia and Herzegovina

Prof. Andrea Segre, Ph.D., Dean of the Faculty of Agriculture, Bologna — Italy

Prof. Grigorije Trifunovi¢, Ph.D., University of Bijeljina, Bijeljina, Republic of Srpska —
Bosnia and Herzegovina

Prof. Dragi¢ Zivkovié, Ph.D., Faculty of Agriculture, Zemun — Serbia

Doc. Dejan Jankovi¢, Ph.D., Faculty of Agriculture, Novi Sad — Serbia

Boro Krsti¢, B.Sc., Director of the University of Bijeljina, Bijeljina — Republic of Srpska,
Bosnia and Herzegovina

Ljiljana Tomi¢, M.Sc., Founder of the University of Bijeljina, Bijeljina — Republic of
Srpska, Bosnia and Herzegovina

Prof Milena Jeliki¢-Stankov, Ph.D., Rector of the University of Bijeljina, Bijeljina —
Republic of Srpska, Bosnia and Herzegovina

Ljubinko Rakonjac, Ph.D., Director of the Institute of Forestry, Belgrade — Serbia

Doc. Viadislav Zeki¢, Ph.D., Director of Department for Agricultural Economics and Rural
Sociology, Faculty of Agriculture, Novi Sad — Serbia

Prof. Zorica Vasiljevié, Ph.D., Faculty of Agriculture, Zemun — Serbia

Prof. Zoran Njegovan, Ph.D., Faculty of Agriculture, Novi Sad — Serbia

Prof. Vojislav Trkulja, Ph.D., Director of the Institute of Agriculture, Banja Luka —
Republic of Srpska, Bosnia and Herzegovina

Milan Jankovi¢, Ph.D., President of Belgrade Chamber of Commerce, Belgrade — Serbia
Prof. Hasan Hani¢, Ph.D., Dean of the Belgrade Banking Academy, Belgrade — Serbia
Prof. Mile Dardi¢, Ph.D., Faculty of Agriculture, Banja Luka — Republic of Srpska, Bosnia
and Herzegovina

Prof. Bogdan Bulatovi¢, Ph.D., Faculty of Biotechnology, Podgorica — Montenegro
Snezana Jankovié, Ph.D., Director of the Institute for Appliance of Science in Agriculture,
Belgrade — Serbia

Velimir Radojevi¢, M.A., President of Cooperative Union of Belgrade, Belgrade — Serbia
Milenko Ivié, M.Sc., Director of PDS Tami§ Cooler Panc¢evo, Pan¢evo — Serbia

Milivoje Milovanovié, Ph.D., Center for Small Grains, Kragujevac — Serbia

SCIENTIFIC BOARD

Prof. Drago Cvijanovi¢, Ph.D., Serbia e Prof. Zorica Sredojevi¢, Ph.D., Serbia
- President e Prof. Koviljko Lovre, Ph.D., Serbia
Prof. Victor Manole, Ph.D., Romania - o Prof. van Milojevi¢, Ph.D., Serbia
Vice President e Prof. Olga Kusakina Nikolaevna,
Prof. Radovan Pejanovi¢, Ph.D., Ph.D., Russia

Serbia - Vice President e Prof. Igor Sklyarov Ujrjevich, Ph.D.,
Prof. Wim Heijman, PhD., the Russia

Netherlands



Prof. Natalya Kulish Valentinovna,
Ph.D., Russia

Prof. Natalya Bannikova Viadimirovna,
Ph.D., Russia

Prof. Alexander Esaulko Nikolaevich,
Ph.D., Russia

Prof. Andrej Baydakov Nikolaevich,
Ph.D., Russia

Prof. Marina Leshyeva Genrikhovna,
Ph.D., Russia

Prof. Nadezhda Tarasenko Vasilevna,
Ph.D., Russia

Prof. Elena Kostyukova, Ph.D., Russia
Prof. lvan Atanov, Ph.D., Russia

Prof. Vitaliy Morozov, Ph.D., Russia
Doc. Anna Ivolga, Ph.D, Russia

Doc. Alexander Trukhachev, Ph.D, Russia
Doc. Vasily Erokhin, Ph.D., Russia

Prof. Mariana Eftimie, Ph.D., Romania
Prof. Dorel Dusmanescu, Ph.D.,
Romania

Prof. Mirela Stoian, Ph.D., Romania
Prof. Gabriel Popescu, Ph.D., Romania
Prof. Agatha Popescu, Ph.D., Romania
Prof. Stefana Jurcoane, Ph.D., Romania
Prof. Elena Stoian, Ph.D., Romania
Prof. Raluca Ion, Ph.D., Romania
Prof. Claudiu Cicea, Ph.D., Romania
Prof. Silviu Beciu, Ph.D., Romania
Prof. Carlos Saborio Viguez, Ph.D.,
Costa Rica

Prof. Laszlo Karpati, Ph.D., Hungary
Prof. Aleksandra Despotovi¢, Ph.D.,
Montenegro

Prof. Sreten Jeli¢, Ph.D., Serbia

Doc. Sanjin Ivanovi¢, Ph.D., Serbia
Doc. Viadimir Zaki¢, Ph.D., Serbia
Prof. Andras Nabradi, Ph.D., Hungary
Potori Norbert, Ph.D., Hungary

Prof. Viade Zari¢, Ph.D., Serbia

Prof. Marko Ivankovi¢, Ph.D., Bosnia
and Herzegovina

Prof. Mile Pesevski, Ph.D., Macedonia
Prof. Simion Certan, Ph.D., Moldova
Prof. Stane Kavci¢, Ph.D., Slovenia
Vesna Milici¢, M.Sc., Slovenia

Prof.  Miomir
Montenegro
Prof. Vincent Dolle, Ph.D., France
Prof. Milan Milanovi¢, Ph.D., Serbia
Prof. Gorica Cvijanovi¢, Ph.D., Serbia
Prof. Bozidar Milosevi¢, Ph.D., Serbia

Jovanovi¢, Ph.D.,

Prof. Blagica Sekovska, Ph.D.,
Macedonia

Prof. Marko Mati¢, Ph.D., Bosnia and
Herzegovina

Prof. Ilija Galjak, Ph.D., Serbia

Rade Jovanovié¢, Ph.D., Serbia
Milovan Pusi¢, Ph.D., Serbia

Doc. Gordana Dozet, Ph.D., Serbia
Doc. Jonel Subi¢, Ph.D., Serbia
Danica Micanovi¢, Ph.D., Serbia

Prof. Desimir Knezevi¢, Ph.D., Serbia
Ferhat Cejvanovié, Ph.D., Brcko
Distrikt, Bosnia and Herzegovina
Klaus Dieter Wagner, Ph.D., Austria
Zeljko Vasko, Ph.D., Republic of
Srpska, Bosnia and Herzegovina
Dusanka Gajdi¢, Ph.D., Croatia

Prof. Aleksandra Tesi¢, Ph.D., Serbia
Prof. Milan Pocuca, Ph.D., Serbia
Prof. Rajko Tepavac, Ph.D., Serbia
Doc. Tanja Anastazija Peli¢, Ph.D.,
Serbia

Doc. Bosko Vojnovié, Ph.D., Serbia
Prof. Ilija Bréeski, Ph.D., Serbia
Doc. Viadimir Marinkovic,
Serbia

Doc. Tatjana Jovani¢, Ph.D., Serbia
Dalibor Donci¢, M.Sc., Bosnia and
Herzegovina

Marek Wigier, Ph.D., Poland

Zbigniew Florianczyk, Ph.D., Poland
Prof. Adrian Turek Rahoveanu, Ph.D.,
Romania

Magdalena Turek Rahoveanu, Ph.D.,
Romania

Andprei Jean Vasile, Ph.D., Romania
Crina Turtoi, Ph.D., Romania

Marius Voicilas, Ph.D., Romania
Adrian Stancu, Ph.D., Romania
Corina Ene, Ph.D., Romania

Ph.D,,



e Ana Ursu, Ph.D., Romania o Jelena Milivojevi¢, Ph.D., Serbia
e Prof. Andreica Marin, Ph.D., Romania e Vera Deki¢, Ph.D., Serbia
e Prof. Titus Slavici, Ph.D., Romania o Mirjana Staleti¢, Ph.D., Serbia
e Camelia Petrescu, Ph.D., Romania e Prof. Sreten Cuzovié, Ph.D., Serbia
o  Gheorghe Grijac, Ph.D., Romania e Prof. Ivan Milenkovi¢, Ph.D., Serbia
e Vesna Popovi¢, Ph.D., Serbia o Dragan Milivojcevi¢, Ph.D., Serbia
e Vesna Parausi¢, Ph.D., Serbia e Doc. Dusko Jovanovi¢, Ph.D., Serbia
o Natasa Kljaji¢, Ph.D., Serbia e Doc. Snezana Urosevié, Ph.D., Serbia
o Tatjana Papi¢ Brankov, Ph.D., Serbia e Marija Stojanova, Ph.D., Bulgaria
e Branko Mihailovi¢, Ph.D., Serbia e Matteo Vittuari, Ph.D., Italy
e Jasmina Zdravkovi¢, Ph.D., Serbia o Zuzana Palkova, Ph.D., Slovak Republic
o  Mihailo Ratkni¢, Ph.D., Serbia o Viadimir Shibaykin, Ph.D., Russia
e Dragana Drazi¢, Ph.D., Serbia o Tomas Doucha, Ph.D., Czech Republic
e Snezana Rajkovi¢, Ph.D., Serbia e Bojan Dumonji¢, Ph.D., Republic of
e Vesna Mrvi¢, Ph.D., Serbia Srpska, Bosnia and Herzegovina
e  Radmila Pivi¢, Ph.D., Serbia o Prof. Grigorije Trifunovic, Ph.D.,
e Prof. Svetlana Vukoti¢, Ph.D., Serbia Republic of Srpska, Bosnia and
o Prof. Veljko Radojevi¢, Ph.D., Serbia Herzegovina
e  Boris Kuzman, Ph.D., Serbia e Doc. Drazen Jovanovic, PhD.,
o  Prof. Snezana Steti¢, Ph.D., Serbia Republic of Srpska, Bosnia and
e Anja Gligi¢ - Savi¢, Ph.D., Republic of Herzegovina
Srpska, Bosnia and Herzegovina e Doc. SiniSa Domazet, Ph.D., Republic
e Jovana Gligic - Dumonji¢, PhD., of Srpska, Bosnia and Herzegovina
Republic of Srpska, Bosnia and * Matej Bedrac, M.A., Slovenia
Herzegovina o Tomaz Cunder, M.A., Slovenia
e Dusica Deli¢, Ph.D., Serbia
ORGANIZATIONAL BOARD
e Doc. Jonel Subi¢, Ph.D., President e Radojica Sarié, M.Sc.
o Viadimir Filipovi¢, Ph.D., Vice President o Viadimir Perisi¢, M.Sc.
o Aleksandar Lucié¢, Ph.D. e Bojana Bekié, B.Sc.
o Anton Puskari¢, Ph.D. o Svetlana Roljevié, B.Sc.
e Zoran Simonovi¢, M.Sc. o Marijana Jovanovic, B.Sc.
o Nada Mijajlovi¢, M.Sc. e Biljana Gruji¢, B.Sc.
o Predrag Vukovié, M.Sc. o Ljiljana Tomic, B.Sc.
e Slavica Arsi¢, M.Sc. e [vana Vuceti¢
o Velibor Potrebi¢, M.Sc. o Vesna Stajci¢
e Lana Ivanovi¢, M.Sc. o Milena Marinkovi¢
o Marko Jelocnik, M.Sc.



FOREWORD

International Scientific Conference ,,SUSTAINABLE AGRICULTURE AND
RURAL DEVELOPMENT IN TERMS OF THE REPUBLIC OF SERBIA
STRATEGIC GOALS REALIZATION WITHIN THE DANUBE REGION -
rural development and (un)limited resources ““, which was held in period 5-6"
June 2014 in Belgrade, the Republic of Serbia, through number of presented
papers mainly provides an overview of results of scientific research on the
integrated and interdisciplinary project No. III 46006 , SUSTAINABLE
AGRICULTURE AND RURAL DEVELOPMENT IN TERMS OF THE
REPUBLIC OF SERBIA STRATEGIC GOALS REALIZATION WITHIN THE
DANUBE REGION*.

Carrier of the Project, where is engaged 68 scientific-educational workers, is
the Institute of Agricultural Economics Belgrade, which collaborates in
realization of this project with 8 scientific-educational institutions. Project
realization involves following Institutions: Faculty of Agriculture -
University of Belgrade; Faculty of Agriculture - University of Novi Sad;
Faculty of Economics - University of Belgrade; Faculty of Economics
Subotica - University of Novi Sad; Faculty of Biofarming Backa Topola -
Megatrend University, Belgrade; Institute for Science Appliance in
Agriculture, Belgrade; Institute of Medicinal Plants Research Dr Josif
Panci¢, Belgrade; Center for Small Grains, Kragujevac.

Mentioned Project is implementing within the period 2011-2014, and funded
by the Ministry of Education, Science and Technological Development of
the Republic of Serbia. Realization of project is carried out through 3 sub-
projects, having in mind regional specificities of agriculture and rural/peri-
urban areas within the Danube Region:

(1) Sustainable agriculture and rural development in the Upper Danube
Region;

(2) Urban and peri-urban agriculture in the Metropolitan area of
Belgrade - Novi Sad;

(3) Sustainable agriculture and rural development in the Carpathians

(mountain area within the National Park Derdap and its protected
zone).
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International Scientific Conference ,,SUSTAINABLE AGRICULTURE AND
RURAL DEVELOPMENT IN TERMS OF THE REPUBLIC OF SERBIA
STRATEGIC GOALS REALIZATION WITHIN THE DANUBE REGION -
rural development and (un)limited resources “, gathered number of scientific
workers and experts from many countries. Besides the authors from Serbia in
Thematic Proceedings are also presented the papers of authors from Bosnia

and Herzegovina, Macedonia, Albania, Romania, Russia, Belarus, Poland,
Austria and USA.

After all 67 papers were positively reviewed by the reviewers and presented
on the International Scientific Conference, they were published in the
Thematic Proceedings. Proceedings publisher was Institute of Agricultural
Economics Belgrade, together with 35 eminent scientific-educational
institutions from Serbia and abroad. In the Plenary Section were presented 4
papers which gave significant contributions to International Scientific
Conference.

Rest of the papers are systematized in 3 thematic sections:

I RURAL ECONOMY IN THE FUNCTION OF INTEGRAL LOCAL
DEVELOPMENT (section was represented by 30 papers);

Il ALLOCATION AND VALORIZATION OF RESOURCE POTENTIALS
OF RURAL AREAS (section was represented by 26 papers);

Il THE REFORM OF THE EU COMMON AGRICULTURAL POLICY - A
NEW DEVELOPMENT FRAMEWORK FOR THE PERIOD 2014-2020
(section was represented by 7 papers).

Belgrade, Editors:

June, 2014 Prof. Drago Cvijanovi¢, Ph.D.
Jonel Subi¢, Ph.D.
Andrei Jean Vasile, Ph.D.

iX



Table of Contents

PLENARY SECTION

PAPER BY INVITATION

1. Andrzej Kowalski: EXPECTATIONS AND BENEFITS FROM THE
MEMBERSHIP IN THE EUROPEAN UNION FOR POLISH
AGRICULTURE .........ccccoiiiiiiiiiiiiiiiiictccceeecese e 1-17

2. Anna Grigorievna Ivolga, Svetlana Aleksandrovna Molchanenko: INCREASE
OF EMPLOYMENT AND INCOME OF RURAL POPULATION AS A
FACTOR OF SUSTAINABLE DEVELOPMENT OF REGIONAL

RECREATIONAL SECTOR .......ccccooiiiiiiiiiieieceeceeee 18-33

3. Vojislav Stankovic, Drago Cvijanovi¢: EXPORT-ORIENTED GROWTH

AND DEVELOPMENT OF SERBIAN AGRICULTURE............. 34-54

4. William H. Meyers, Kateryna G. Schoeder: GLOBAL MARKETS TO 2020:

FAPRI-MU OUTLOOK AND POLICY IMPLICATIONS............ 55-71
ISECTION

RURAL ECONOMY IN THE FUNCTION OF INTEGRAL LOCAL
DEVELOPMENT

1. Adrian Nedelcu, Tatjana Papic Brankov: WINE TOURISM ROLE
IN THE REGIONAL DEVELOPMENT - PRAHOVA COUNTY
CASE STUDY ..ot 72-87

2. Adrian Ungureanu, Aleksandra Tesic: ROMANIAN BALNEARY
TOURISM PROSPECTS IN THE CONTEXT OF SERVICES
GLOBALIZATION ..ot 88-105

3. Aleksandra Bradic-Martinovi¢, Vedran Tomi¢: THE APPLICATION
OF E-COMMERCE AND WEB TECHNOLOGY |IN
AGRICULTURE. .....coooooiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e 106-121



10.

11.

12.

13.

14.

15.

. Biljana Gruji¢, Svetlana Roljevic: INTERDEPENDENCE OF

RURAL DEVELOPMENT AND RURAL ECONOMY LOCAL
COMMUNITIES IN SERBIA ........ccccooiiiiiiiiniiiciceeee, 122-137

. Boris  Kuzman, Maja S. Kovacevic: PERSPECTIVES FOR

DEVELOPMENT OF RURAL TOURISM IN REPUBLIC
SERBIA ... 138-154

. Branislav Viahovi¢, Anton Puskari¢c: CHEESE MARKET IN THE

DANUBE REGION COUNTRIES ..........ccccccoviiiiininenene. 155-172

. Branka Kalanovi¢ Bulatovi¢, Dusan Milic: PLANTING VINEYARDS

AS A WAY TO DEVELOP LOCAL COMMUNITIES ......... 173-190

. Branko Mihailovi¢, Vesna Parausi¢c: ECOLOGICAL CONSULTING AS

A FACTOR OF INTEGRAL LOCAL DEVELOPMENT ....... 191-208

. Dan-Marius Voicilas: NICHE POLICIES AND TENDENCIES ON

THE ROMANIAN ORGANIC PRODUCTS’ MARKET....... 209-224

Dejan  Jankovi¢, Marina Novakov: MODERNIZATION OF
AGRICULTURE AND RURAL DEVELOPMENT: A CASE OF
THE FARM DIVERSIFICATION..........coovvviiiiiiiiiiiiiiieen 225-242

Dusko Jovanovic, Snezana Milicevic: CAPACITY BUILDING OF
RURAL POPULATION FOR ECOLOGICALLY CLEAN FOOD,
BRAND AND TOURISM .....ooooiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeee 243-258

Gordana Radovi¢, Nikola Njegovan: FINANCING AGRICULTURE
AS A FACTOR OF THE RURAL DEVELOPMENT IN THE
REPUBLIC OF SERBIA .........cooiiiiiiiiiieeeeceeeee 259-275

Grujica Vico, Dragi¢ Zivkovié: JUSTIFICATION OF INVESTMENT
IN POULTRY PRODUCTION...........oooiiiiiiieiieieeee 276-291

Jean Andrei, Mihai Mieila: APPLYING COBB-DOUGLAS USING
GMM METHOD. EVIDENCE FROM ROMANIAN
AGRICULTURE ...t 292-309

Jelena Matijasevi¢-Obradovic, Sladana Kulacin: LEGISLATION AND
DETERMINANTS OF DEVELOPMENT OF AGRITOURISM AS
A FACTOR OF LOCAL DEVELOPMENT ...........cccccoovvvvnrnnne. 310-326

xi



16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Jonel Subi¢, Marko Jelocnik: ANALYSIS OF ECONOMIC TRENDS
IN THE REPUBLIC OF SERBIA (WITH FOCUS ON THE
VRBAS MUNICIPALITY) ..o 327-343

Marijana  Jovanovié, Lana Nastic:  CORN PRODUCTION IN
FUNCTION OF INTEGRAL LOCAL DEVELOPMENT .....344-359

Milan R. Milanovié, Simo Stevanovic: LABOUR FORCE AS A
(NON)RENEWABLE RESOURCE IN AGRICULTURE OF
SERBIA ..o 360-376

Mile Pesevski, Aleksandar Stojkov: ECONOMIC ANALYSIS OF
PEPER PRODUCTION IN REPUBLIC OF MACEDONIA ...377-392

Mirela Tomas-Simin, Jovo Miloradi¢c: SOME ECONOMIC
INDICATORS OF ORGANIC AGRICULTURE ............... 393-409

Miroslav ~ Cavlin, Dragomir  Dordevic: ~ AGRICULTURAL
PRODUCTION AND PROCESSING SECTOR IN TERMS OF
RURAL ECONOMY DEVELOPMENT .........cccccvvvvvevenn.. 410-426

Nada Kosanovi¢, Nikola Popovi¢: INVESTIGATION OF THE
EFFECT OF WEIGHT AND MEATINESS OF PIGS ON
BUSINESS PROFITABILITY IN THE MEAT PROCESSING
INDUSTRY ... 427-443

Natasa Kljaji¢c, Predrag Vukovi¢: FRUIT PRODUCTION
ANALYSIS IN REPUBLIC OF SERBIA IN THE FUNCTION
OF RURAL DEVELOPMENT .........ccooooiiiiiiiniieeeeeee, 444-460

Nebojsa Zarkovic, Marko Ivanis: CROP INSURANCE AS
SUPPORT TO RURAL DEVELOPMENT IN THE REPUBLIC
OF SERBIA ...ttt 461-478

Oksana Noskova: STATE REGULATION OF THE RURAL
LABOR MARKET IN THE REPUBLIC OF BELARUS: THE
WAYS OF MODERNIZATION......ooooveiiiiieeeeeeeeeeeeeeeeeeeeeenn 479-494

Radovan  Pejanovi¢, Danica Glavas-Trbic: CLUSTERS IN THE

FUNCTION OF DEVELOPMENT OF ORGANIC AGRICULTURE
IN THE REPUBLICOF SERBIA ..........ccccoooiiniiiiiiinienenn 495-512

Xii



27.

28.

29.

30.

Rajko Tepavac, Viadimir Njegomir: AGRICUTLURAL PRODUCTION
SUSTAINABILITY: MACRO AND MICRO ECONOMIC
IMPLICATIONS OF INSURANCE.........cccccoooiiiiiiiinieeniee 513-528

Sklyarov Igor Yurievitch, Sklyarova Yuliya Mikhailovna: EVALUATION
OF THE AGRICULTURAL PRODUCE MARKET AND
DETERMINING THE DEVELOPMENT PERSPECTIVES OF
THE RURAL AREA ENTREPRENEURSHIP ...................... 529-546

Todor Markovi¢, Nemanja Pajic: ECONOMIC JUSTIFICATION
OF INVESTING IN PERENNIAL SWEET CHERRY
PLANTATIONS ..ot 547-562

Zorica Vasiljevi¢, Bojan Savi¢: THE SYSTEM OF INTEGRATED
FARMING AS THE BASIS FOR SUSTAINABLE
AGRICULTURE........ccoooiiiiiiiiiiiiencceceeceeeee e 563-579

II SECTION

ALLOCATION AND VALORIZATION OF RESOURCE
POTENTIALS OF RURAL AREAS

. Anja Rosandic, Desimir Knezevic: ECONOMIC ASPECTS

SUSTAINABILITY OF THE NATURAL AND SOCIAL
RESOURCES ........ccoiiiiiiiiiceeceee 580-596

. Biljana Panin, Ani Mbrica: POTENTIALS OF ECOTOURISM AS

A RURAL DEVELOPMENT TOOL ON THE BASE OF
MOTIVATION FACTORS IN SERBIA ...........cccooiiienn 597-613

. Bojana Beki¢, Mica Mladenovi¢: PROFITABILITY OF QUEEN BEE

REARING AT APIARIES OF DIFFERENT CAPACITY ......614-629

. Cvijan Meki¢, Predrag Perisic: SHEEP FARMING GENETIC

IMPROVEMENT AS SPECIFIC CONCEPT OF PIROT
MUNICIPALITY RURAL AREA ........cccoooiiiiiiie, 630-647

. Dunja Demirovi¢, Zoran Njegovan: TOURIST SATISFACTION

WITH PERCEIVED VALUES ON TRADITIONAL FARMS IN
AP VOJVODINA ...ttt 648-664



10.

11.

12.

13.

14.

15.

16.

. Gordana Dozet, Gorica Cvijanovic.: SWOT ANALYSIS IN THE

FUNCTION OF SUSTAINABLE AGRICULTURE DEVELOPMENT
IN THE MUNICIPALITY OF KANJIZA ............cccccooiiinnne. 665-682

. Jelena Birovljev, Biljana Cetkovi¢: THE ROLE OF RURAL

TOURISM IN THE PRESERVATION OF NATURAL
RESOURCE POTENTIALS OF RURAL AREAS ............ 683-698

.Jelena  Karapandzin,  Danica  Bosnjak: COMPARATIVE

ANALYSIS OF LAND CAPACITY OF THE REPUBLIC OF
SERBIA AND THE COUNTRIES OF THE EU.................. 699-716

. Jelena Milivojevi¢, Miodrag Jelic: QUALITY ASSESSING OF

ACID SOILS IN TERMS OF ALUMINIUM MOBILITY AND
TOXICITY IN PLANTS ..., 717-734

Jovan Zubovi¢, Andrea Vukovic: DEVELOPING OF HUMAN
RESOURCES IN MOUNTAIN RURAL AREAS OF SERBIA
................................................................................................... 735-750

Jovana Ciki¢, Marica Petrovié: EDUCATIONAL CAPITAL AS
(UN)LIMITED CAPITAL IN RURAL DEVELOPMENT.....751-766

Karlheinz Pistrich: PROTEIN SUPPLY IN AUSTRIA - FOCUS
SOY COMPLEX .....cccoooiiiiiiiiienieeceeeeeeseee e 767-782

Marin Andreica, Madalina Ecaterina Popescu: THE TYPOLOGY
OF RESOURCE ALLOCATION PROBLEMS IN
AGRICULTURE........ccooiiiiiiiiiieieeeeeeeeeee e 783-800

Nedeljko Tica, Dragan Milic: THE EVALUATION OF
AGRICULTURAL LAND AND ENERGY UTILIZATION OF
BIOMASS ...t 801-817

Ozrislava Milinkovi¢, Snezana Trmcic: ECO MATERIALS AND
SYSTEMS OF CONSTRUCTION THE FUNCTION OF
ENVIRONMENTAL PROTECTION OF SUSTAINABLE
DEVELOPMENT ...t 818-835

Sanja Puki¢, Ljubo Pejanovi¢: INFRASTRUCTURE AS A
FACTOR OF RURAL DEVELOPMENT OF THE REGION OF
FRUSKA GORA ..o 836-852



17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

Sasa Todorovi¢, Sanjin Ivanovi¢: IMPACT OF SOWING STRUCTURE
ON EMPLOYMENT ON FAMILY FARMS.......ccccoovviinnne. 853-869

Snezana Stetié¢, Sanja Pavlovi¢: TOURIST EVENTS IMPORTANT
ECONOMIC AND CULTURAL GENERATORS OF
SUSTAINABLE DEVELOPMENT IN SERBIA ................. 870-887

Sreten Jeli¢, Tatjana Jovanovi¢: EDUCATIONAL POTENTIAL
OF RURAL AREAS AND RURAL DEVELOPMENT ......888-903

Stevan Canak, Vladan Ugrenovié: PRODUCTION CONDITIONS
IN CARP FARMING INSERBIA ..o 904-921

Svetlana Ignjatijevi¢, Rade Zugi¢: ECONOMIC ASPECT OF
CARBON EMISSION ... 922-939

Svetlana  Potkonjak, Ksenija Mackic: ASSESSMENT OF
ECONOMIC EFFECTS OF IRRIGATION IN THE AREA OF
THE DANUBE REGION IN SERBIA ... 940-956

Vladimir ~ Filipovi¢, Vesna  Popovi¢: STATE OF THE
PRODUCTION AND THE COLLECTING OF MEDICINAL
PLANTS IN THE REPUBLIC OF SERBIA ....................... 957-973

Viadislav Zeki¢, Helena Hirsenberger: POSSIBILITIES OF USING
RENEWABLE RESOURCES AS A FUNCTION OF
INTEGRATED LOCAL DEVELOPMENT ........................ 974-989

Zoran Raji¢, Nikola Ljiljani¢c: AN ANALYSIS OF THE EFFECT
OF FEED COSTS ON BUSINESS RESULTS IN MILK
PRODUCTION.......c.oooiiiiiiiiinieneeeeeeeeeeeese e 990-1005

Zorica  Sredojevi¢, Nikola Popovic: ~SHEEP FARMING-

PASTURES-SUSTAINABILITY: AN ECONOMIC MODEL OF
SHEEP FARM FOR RURAL AREAS IN SERBIA ........ 1006-1023

XV



IITI SECTION

THE REFORM OF THE EU COMMON AGRICULTURAL
POLICY - A NEW DEVELOPMENT FRAMEWORK FOR THE
PERIOD 2014-2020

. Alexa Gheorghe Grijac: JURIDICAL REGULATIONS ON
STATE BORDERS AND SUSTAINABLE AGRICULTURE IN
DANUBE’S AREA .......ccooiiiiiieieeeeeee e 1024-1040

. Francesca-Magdalena Velciov, Razvan Murariu: CHALLENGES
FOR CROSS-BORDER AND REGIONAL AGRICULTURE IN
THE CONTEXT OF EUROPE 2020 STRATEGY ......... 1041-1060

. Koviljko Lovre, Marinko Kresoja: POSTULATES OF PRICING
POLICY IN SERBIA IN ACCESSION TO THE EUROPEAN
UNION. ... e 1061-1078

. Radica Djedovi¢, Dragan Radojkovic.: SUSTAINABLE FARM
ANIMAL BREEDING, SELECTION AND REPRODUCTION -
THE EXPECTATION 2014 —2020.........ccccooivieieenene 1079-1094

. Stanislav Zeki¢, Bojan Matkovski: NEW CAP REFORM AND
SERBIAN AGRICULTURE . ........cccovvviiiiiiiiiieeeeeeee, 1095-1110

. Vlado Kovacevi¢, Viadimir Zakic: IMPACT OF CAP 2014-2020
REFORM ON SERBIAN AGRIBUSINESS SECTOR........ 1111-1126

. Zoran Simonovi¢, Dragan Momirovi¢.: ANALYSIS OF EU
COMMON AGRICULTURAL POLICY .....ccooeevvvvennnn 1127-1144

XVi



PLENARY SECTION

PAPER BY INVITATION



EXPECTATIONS AND BENEFITS FROM THE MEMBERSHIP IN
THE EUROPEAN UNION FOR POLISH AGRICULTURE

Andrzej Kowalski'

Abstract

The study broadly characterises the changes occurred in the Polish food
sector after the integration with the EU and an implementation of the CAP in
domestic agriculture. It was emphasized that in relation to a baseline situation,
after the accession, Polish farmers received the significant financial benefits
ensuring the stable conditions of production in long term. As a result, the
structural changes have been accelerated. Moreover, the processes of
concentration in agriculture were intensified and the agricultural income
increased dynamically. Extremely rapid growth of food exports was observed.
Consequently, the economic recovery resulting from European integration had
a positive impact on food quality and nutrition.

Key words: Polish agri-food sector, integration with the EU, effect of the
CAP, agricultural incomes, export and import of agri-food products

Introduction

Public opinion surveys show that after ten years of membership, more than
60% of the farmers accept the membership in the EU. The attempt to perform
an in-depth assessment of the macroeconomic impact of the Polish
membership in the EU is far more difficult. The source of concern of the
farming population originated from the specificity of this sector of the
economy. Rural areas and agriculture exhibit less adaptability to the
requirements of the market economy than other areas. The underdevelopment
of the technical and social infrastructure, low levels of qualifications,
underdevelopment of business support in rural areas, all this discourages
spontaneous flow of private capital. For this reason, agriculture is one of the
branches most sensitive to the situation of the state budget.

'Prof. dr Andrzej Kowalski, Institute of Agricultural and Food Economics - National
Research Institute (IAFE-NRI), ul. Swigtokrzyska 20, 00-002 Warszawa, Poland, e-mail:
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High burden on the budget of the public debt service and the high deficit of
insurance limited the increase of funds for agricultural restructuring, necessary
to improve the competitiveness of the food sector [Kowalski 2011].

Supporters of the integration emphasized the high probability of accelerating
the economic growth. Economic growth, generating an increase and
qualitative change in the demand for food is a prerequisite of the long-term
sustainable development of agriculture and the entire food sector. The Polish
membership in the European Union was undoubtedly a factor in accelerating
the growth of new members, including Poland. In the years 2003-2013, the
GDP growth rate allowed for the acceleration of the domestic consumption
and investment demand as well as the exporters' demand.

During this period, they increased in total respectively: individual consumption
by 22.5%, investments by 66%, exports of goods by 141%. These are the
indicators of economic development, resulting in an increase in the domestic
demand for food (about 14%) and very high recovery in the trade in agri-food
products, whose turnover increased threefold. Rapid economic growth and the
income of the population promoted the improvement of the quality of food, i.e.
improvement of the structure of food consumption and increase in the food
processing and trade services.

Table 1. Amount of transfers of the cap funds, which poured to Poland (data

in euros)

Year Direct payments RDP Market interventions | Other CAP transfers In total
2004 0 286 640 000 10786 208 0 297 428 212
2005 702 674 035 662 100 658 166 668 009 10 638 946 1542083 653
2006 811580923 1149555478 181896 135 11 100 858 2154 135400
2007 935100872 1550 886 535 62431005 5264 141 2553 684 560
2008 1037 600 783 846 530427 134629217 12400573 2031 163 008
2009 1446 164 527 1043 825 682 409 081 057 14 860 428 2913933703
2010 1827719773 1571940488 66374780 12586 168 3478623219
2011 2395415615 1706 015 707 142 161 865 11632309 4255227507
2012 2702781 649 2024767952 129 330 008 11376 612 4868258 233
2013 3065995 810 96 830252 1 695 969 389 24234 865 4883032330

2004-2013 | 14925033987 | 10939093179 2999327673 114 094 900 28977 549740

Source: Eurostat data.



Among the benefits, emphasis was mainly put on the financial benefits
associated with accession. It seems that the amount of financial resources was
a decisive argument for hesitating farmers to vote in the referendum for EU
membership. After the Polish accession to the European Union already in the
years 2004-2006 we were to receive around 20 billion euros from the EU for
various types of Community policies [Kowalski, 2013]. The agricultural sector
during the period of the membership was supported from the budget of the
EU-27 with the amount of nearly 30 billion euros (more than 120 billion zt).
(Table 1)

Economic and natural determinants of the Polish food sector

In Poland in 2013, in the use of farms exceeding 1 ha of agricultural land, there
was more than 15.2 million ha of agricultural land®, there was more than 15.2
million ha of agricultural land, and the majority (94.7%, or 14.4 million
hectares) was maintained in good condition and accounted for approximately
9% of all agricultural land of this kind, available to the EU-27 agriculture.
However, these were the lands of relatively low quality for use from the point
of view of the conducted farming activity. According to specialists of [UNG,
taking into account the entirety of natural and climatic relations, their
conditioning in respect of agricultural production in Poland is about 25-30%
worse than in the Western European countries.

In the last decade in Polish agriculture, the concentration processes that
became strengthened after the entry of our country into the EU, are becoming
increasingly distinguished. In the period 2002-2013 the average area of the
majority of farms above 1 ha of agricultural land in Poland increased by
15.6%). Over 80% of the growth occurred in the period 2003-2013. The scale
of the pro-effective structural transformations is best illustrated by the changes
in the size of the group of farms with opportunities for growth and
withstanding the competition, which in Polish conditions includes the farms of
30 ha and larger [Poczta, 2012]. In the years 2002-2013, their share in the total
number of farms with more than 1 ha increased from 6 to 9%, and the area of
land at their disposal - from 26.5% in 2002 to 44.3% in 2013 [Wigier, 2014].
In 2013, the population contributing labour input in agricultural activities
conducted by individual farms and not receiving remuneration for it amounted

* Agricultural land in Poland accounted for approximately 8.8% of the agricultural land
of the EU-27. A higher percentage of agricultural land existed in: France (16.1%), Spain
(13.6%), United Kingdom (9.6%) and Germany (9.3%).
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to 3 669.4 thousand people’, while it was a population 8.9% smaller than 10
years earlier *. Expressing their work in full-time equivalent, namely the fully
employed’, in the years 2003-2013, this population decreased from 2 044,7 to
1 769,9, therefore by 13.4%. The empirical research conducted by the Institute
shows an increasing number of people from families with a user of a farm over
1 ha, who work exclusively outside agriculture. Their numbers were estimated
in 2013 at about 460 thousand people, while in 2003 there were around 305
thousand.

It is estimated that in 1999, 83-139 thousand farms (5,2-8,7% of the total)
expanded the value of their assets. In 2013, in turn, such characteristic
distinguished as many as 290-300 thousand households (about 17% of the
total), which generated approximately 69% of the national agricultural
production value. Favourable changes also concerned the technologies used in
agricultural production. In the years 2002-2010, the share of farms with
tractors increased from 35.9 to 44.6%; with combine harvesters from 4 to
6.5%, with sprayers from 15.8 to 21.5% [Jozwiak, 2012].

Changes also occurred in the livestock, counted both in the physical and
measurement units. In contrast to the periods earlier than 2002, the livestock
population in measurement units was increasing and in 2013 it was about 38%
higher than eight years earlier. The stocking density per 100 ha of agricultural
land in 2012 was 67.4 LU, while in 2002 it was 45 LU. The increase in
livestock was a favourable situation, since it contributed to the improvement of
soil fertilization with organic fertilizers. In recent years, also expenditure of
chemical pesticides, mineral fertilizers was also increasing, and this means that
there was an increase in crop production intensity. Consumption of mineral
fertilizers calculated in kilograms of NPK in 2013 was approximately 130% of
the level in 2000, and the corresponding indicator relating to the chemical
plant protection products accounted for approximately 217%.

3 All data for the year 2013 is based on the PSR results from 2002 and 2011, the results
of the sample survey "The structure of agricultural farms" conducted by the CSO in 2005
and 2007, and the panel field studies carried out by the IAFE-NRI in 2005 and 2011.

* The information cited for the year 2003 was determined on the basis of the results of
the PSR 2002 sample survey "The structure of farms" conducted by the CSO in 2005
and panel field studies carried out by the IAFE-NRI in 2000 and 2005.

> This means that one person works on a farm 2 120 hours per year, which means
working 265 days in a year, 8 hours a day. The full-time equivalent calculated in this
way constitutes a unit of work AWU, and for the other members of the farm family it is
signified as FWU.



Increasing the intensity of crop production was accompanied by an increase in
crop yield. Only in 2004-2013 the yields of rape and turnip rape increased by
about 48%, sugar beet by 37%, wheat by 21% and forage legumes grown for
seed by 15%. In animal production an increase in productivity per unit was
also reported. The average annual rate of increase in milk yield was close to 82
litres per cow throughout this period, and the production of live pigs per piece
of an average balance grew at the average annual rate of about 2 kg. As a
result, the average annual milk yield per cow amounted to 1 4618 1, and the
production of pork in live weight - 155.8 kg per 1 ha. This was a consequence
of the genetic progress in livestock farming and change in the way of feeding
them, improving the quality of own and purchased feeds.

It should be noted that in the period 2004-2013 the volume of agricultural
production increased. The CSO data shows that the value of global production
of Polish agriculture, at prices current in 2013, amounted to PLN 100,671.7
million . When calculated in constant prices, it was 16.2% higher than in 2000,
but about 9.8% higher compared to 2005, thus an average annual real increase
in the production in the years 2005 to 2013 was 1.63%, while in 2000 -2010 it
was 1.47%. Poland produces about 12.7 million tons of milk and is the fourth
producer in the EU. Production is stable, as the increasing milk yield is
compensated by the decline in livestock. Milk is increasingly processed into
products with a high share of added value (ripened cheeses, yogurt, etc.). Net
exports of dairy products is about 1.3 million tons in terms of milk, and a value
of EUR 950 million [Seremak-Bulge, 2014]. Poland has become a major
exporter of cheese - around 185 thousand tons. In the same time Poland is the
third producer of sugar in the EU. The production potential of the sector after
restructuring decreased slightly to the about 1900 thousand tons, but far
exceeds the demand of the internal market of 1600 thousand tons. The
decrease in the cultivation area of the sugar beet down to 185 thousand ha
compensated by higher yields, up to 630 dt/ha. The modernization of the sugar
industry and its raw material base contributed to the efficiency of the
production and processing of the sugar beet. The industry is a net exporter of
about 200-300 thousand tons [Szajner, 2013].

Since the beginning of the twenty-first century, poultry production in Poland
has tripled to about 1,600 thousand tons. Consumption has doubled to more
than 26 kg / person / year. This represents 37% of the total meat consumption.
Exports are up to eleven times greater than in 2000 and exceeds 530 thousand
tons, representing 33% of the production.



Currently, Poland is the fourth producer of poultry meat in the EU and its third
exporter. In 2013 the value of exports amounted to around 1.2 billion euros.
We are gaining new markets in Asia and Africa [Dybowski, 2013].

Poland is the 3rd largest producer of cereals in the EU. In the last decade the
average size of the harvest was 27 million tons. Nevertheless, there were
variations in their size 21,7-29,7 million tons, which resulted from random
factors. For many years, Poland has been a net importer of cereals and, in
principle, not counting individual years, it still remains one. However, after
joining the EU the situation has changed considerably in this respect. Prior to
the accession, small quantities of cereals were exported, and larger only in case
of a large harvest. At the same time imports also were subject to fluctuations
depending on the market situation. However, after the accession to the EU,
regardless of the size of the harvest, at least 1 million tons are exported in
season, and often more than 2 million tons (4.5 million tons in the season
2012/13). At the same time imports are stabilized in the range of 1.5-2.5
million tons [Lopaciuk, 2013].

Poland is one of Europe's largest producers, processors and exporters of rape.
With production exceeding 2 million tons Poland has a 11% share in the
production of rapeseed in the EU and together with the UK the third place in
production. Poland lost the position of the major manufacturer and exporter of
rapeseed in the 90s, and regained it after joining the EU. EU policy on biofuels
gave a strong impetus for the development of the crops. In the years 2004-
2013 harvest increased from 1 million tons in 2000-03 to 2.1 million tons in
the last five years. Rapeseed production has become the fastest growing plant
production branch. With increased production and slow-growing domestic
demand for canola oil, Poland has emerged as a formidable exporter of
rapeseed. Export of rapeseed oil is still developing and the export of rapeseed
meal and margarine is also increasing. The value of exports of oil increased in
the period 2004-2013 6-fold and the value of imports 4-fold . Despite the
development of exports, Poland, like the rest of the EU, remains a lasting net
importer of oil , and the negative trade balance is deepening. This is due to the
limited development opportunities of oilseed production, with rapidly growing
domestic demand for biofuels and high-protein feed [Rosiak, 2013]. Poland is
the fourth, after Spain, Italy and France, manufacturer of fresh horticultural
products in the countries of the extended Community [Nosecka, 2013]. Poland
is the largest producer of : apples, cherries, currants, gooseberries, raspberries,
as well as cabbage, carrots and red beets in the EU and the second producer of
strawberries, cucumbers and onions in the Community.



The participation in the EU's harvest of the majority of vegetables less
esteemed in domestic production is increasing, i.e.: broccoli, pumpkin
vegetables, leeks and salad vegetables. Polish participation still does not
exceed 5% of the EU harvest of these vegetables.

With stable production, the participation of our country in the EU production
of concentrated apple juice does not change and fluctuates around 45-50%.
With the participation of more than 50%, we are a leading producer of frozen
fruit (strawberries, cherries, raspberries, currants, gooseberries, plums) and
concentrated juices of soft fruit in the EU. Already in the second year of our
presence in the EU, we became the largest, after Belgium, manufacturer of
frozen vegetables in the Community. We are also, with little change in the
share of EU production, the biggest in the Community and one of Europe's
largest producers of sauerkraut, pickled cucumbers and dried carrots. In the
total production of processed fruit and vegetables in the EU, Polish
participation increased from about 5% before the accession to around 10% on
average in 2010-2012. After the accession, Poland has strengthened its
position as the largest provider of concentrated juices, frozen fruit for
processing and soft fruits (mainly strawberries, cherries, raspberries and
currants) among the Community countries for the EU market, and the second
after Belgium supplier of frozen vegetables.

Poland is the world's largest producer of currants and gooseberries, and in
recent years also raspberries. We fourth in the world in the production of
apples and fifth in the production of strawberries, cherries and carrots. Poland
is the second in the world (after China) producer of concentrated apple juice
and third in the world (after the U.S. and China), producer of frozen fruit and
concentrated juices made from soft fruit. We belong to the group of the 5
world's largest producers of frozen vegetables. We are the world's first
exporter of frozen fruit, concentrated juice from soft fruits and the second in
the world exporter of apple juice concentrate. In recent years, we have become
the second (after China) exporter of apples (in the season of 2012/13 Polish
exports of these fruit exceeded the exports from China).

The income situation of agriculture

Agricultural support of public funds (EU and national) have improved the
financial situation of Polish farmers, mainly due to direct payments.
Supporting the farms in LFA areas was beneficial for farmers and the
environment. The "agri-environment" actions should be assessed positively,
among which the measures to protect water and soil had the largest range.
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In contrast, the extent of the impact of the "early retirement”, the program of
afforestation and measures to adapt to EU standards, and above all, the
program supporting semi-subsistence farms was considered as negligible.

Agricultural incomes are highly volatile [Florianczyk, 2013]. This variation is
directly related to the fluctuations in the price of products, means of production
and volume production. In the context of the increasing integration of
agricultural markets, the observed fluctuations in prices of agricultural
products are subordinated to the changes in the volume of production in the
global market. Consequently, it is possible to increase the prices paid to
agricultural producers on the local market, accompanied by an increase in the
volume of domestic agricultural production. In this case, we observe a strong
increase in agricultural income. Conversely, a strong decline in the world and
local prices, in the event of a decrease in the volume of the domestic
production leads to rapid deterioration of the financial situation of farmers.

Fluctuations in agricultural incomes, especially in the second of the discussed
cases are stabilized through direct payments. These payments may be of a
long-term - planned character, as well as in the form of a temporary income
support. This first form of support may be questionable in terms of growth in
agricultural income resulting from the simultaneous improvement of the terms
of trade and the volume of agricultural production. In this case, the support is
an additional factor leading to an increase in the amplitude of the fluctuations
in agricultural income.

Polish integration with the EU stopped the downward trend in the share of
agricultural income in the total income. In the period 2004-2013, the share of
agricultural income increased by 5.4 percentage points (pp) and the income
from employment by 2.6 percentage points within the total disposable income;
while the income from social benefits and welfare decreased by 6.0 p.p. and
from self-employment by 0.8 p.p. decreased®. Also, the difference between the
income from agriculture in Poland in relation to farmers in the EU-27
decreased, although the differences are still very significant. (Figure 1)

% Household budgets, CSO.



Figure 1. The dynamics of the income of the production factors per full-time
employee in agriculture in  constant prices (2005 = 100)
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Source: Eurostat, Economic Accounts for Agriculture.

Household Budget Surveys show slow decrease in income disparities between
urban and rural population. In 2004-2009 the advantage of the urban
population revenues in comparison to rural one decreased from 51.4% to
41.1%; similarly: in cities with a population of 20 thousand and less from
24.6% to 16.0%, and in the cities 500 thousand and more from 105.7% to
95.1%’. The higher growth in incomes of the population living in rural areas
(an increase of 58.8%) compared to urban residents (an increase of 48.0%),
and almost two times lower number of long-term unemployed, i.e., people
seeking jobs for a period longer than 12 months, in rural areas, had an effect on
these changes.

Despite the decline, still a high dominance of income, particularly among the
residents of metropolitan cities, over the incomes of the rural population
persists [Kowalski, Wigier, Chmielinski, 2009]. This is due, inter alia, to the
fact that the best-paid jobs are located in large cities. The income differences
between the inhabitants of cities and villages is also affected by the number of
people in the family and the education level of the household. People living in
the countryside have a lower level of education than people in the city; also a
greater proportion of large families resides in the rural areas than in the city,
especially compared to the large agglomerations.

7 The results of the CSO household budgets surveys.
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Figure 2. The level of disposable income of households in rural and urban
areas
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Source: Own elaboration based on the results of household budget surveys,
CSO.

In the farmers' households in 2013, further reduction of the risk of economic
poverty, including extreme poverty, was recorded. In the years 2004-2013 in
farmers' households the decrease of percentage of people living below:
subsistence minimum from 19.9% to 8.9%, the relative poverty from 32.3% to
25.9%, the legal poverty line of 31, 6% to 12.1%, was recorded. In the case of
legal poverty, since 2005, a permanent decrease in the proportion of
expenditure below this threshold occurs. This is the result of the adopted
mechanism for determining the threshold amounts entitling to benefit from the
social assistance system.

In the sphere of supplying agriculture with the means of production, primarily
a large increase in the prices of means of production, goods and services
purchased by farmers were the effect of integration [Zalewski, 2014]. The
prices of these products in 2013 were about 40% higher than the state from
2000-2002 and 33% higher than in 2003. In the post-accession period a steady
increase in purchases (and consumption) of mineral fertilizers, plant protection
products, animal feed and industrial services, with a relative stabilization of the
supply of seed material, energy factors or fuel, were recorded.
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The development of the real demand for current capital goods, as well as
intermediate consumption, was, therefore, moderate and slightly lower than the
growth in agricultural production. Whereas, a clear, and even a large increase
in demand for agricultural machinery and other capital goods occurred. On
average, in this period, a twofold increase in sales of main agricultural
machinery and other capital expenditures occurred. In the years 2003-2013 the
value of investment in agriculture has increased in current prices by twofold
(from PLN 2.0 to 4.0 billion), and in constant prices by about 38%. Thus, an
important result of the increase of farmers' income, mainly as a result of direct
payments, was a significant revival of investment in agriculture, moderate
development of the current means of production, and capturing a substantial
part of the additional income of this social group by the suppliers and
manufacturers of those means.

In the period 2004-2013, the average rate of development of food industry
production, as measured by its value in constant prices, was 5.2% per year. In
this period the rate of growth of the sector was similar to the growth of gross
domestic product, but about two fifths lower than in the previous boom (1993-
1998) and a third slower than the production of the whole Polish industry. In
this respect, the effect of integration has in the food industry been smaller than
the effects of the transformation processes performed in the previous decade.
In the period of the EU integration, also the share of the production of food,
beverages and tobacco in the whole Polish industry was reduced. At the same
time the development of this production was more than twice faster than
agricultural production (approximately 1.8-2.6% per year) and 2.4 times faster
than the increase in domestic consumption of these products (2.25% annually).
This means that after the Polish accession to the EU, the share of the food
industry in the management of agricultural production and national coverage
of consumer demand increased.

Rapid development of export of products of the food industry (at a rate of
22.5% per year) has been an important source of growth in this sector, which
resulted in the fact that in the years 2003 to 2013 approximately 55% increase
in sales (in constant prices) was placed on the foreign markets, and the share of
exports in the food industry revenues increased twofold (from 11% in 2000-
2002 to 31% in 2012). Another very important source of growth in this sector
was the maintenance of a high growth rate of secondary processing, i.e., the
production of highly processed foods, soft drinks, snacks and desserts, which —
similarly to the past two decades - increased at a rate of about 7% per year. In
the period of integration with the European Union, there was similarly high
production growth of stimulants (6.7% annually).
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Foreign trade in agri-food products

The most important factor in the development of agri-food sector in Poland
was extremely rapid growth of food exports. The period of Polish membership
in the European Union was characterized by the systematic growth and
improvement of the results of trade in agri-food products. Positive changes
were already evident in the year 2003, when Poland for the first time became a
net exporter of agri-food products, obtaining a positive balance in the amount
of 454 million euros and achieving double-digit growth in exports and imports.

In the year of accession, foreign trade turnover of Polish agri-food products
was nearly 30% higher than in the year 2003. Due to the continuing growth of
both exports and imports, Poland’s turnover with agri-food products also
increased in subsequent years. Only the year 2009 was an exception, when
sales declined by more than 5% in comparison with the previous year.

Figure 3. Export and import of agri-food products

Export and import of agri-food products (in billions of euros)
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Since Polish accession to the EU the positive balance of trade in agri-food
products steadily increased. The year 2008, when the surplus was significantly
reduced, was an exception. (Figure 3) For the years 2003 to 2013 exports of
the agri-food products increased more than fivefold, import four and a half
times, and the balance of foreign trade in these products more than fourteen
times. In the same period, the cumulative growth rate of GDP, expressed in
constant prices, amounted to 146.9%. The dynamics of exports and the balance
of foreign trade in agri-food has, therefore, exceeded the GDP growth rate,
giving evidence of a pro-export development of this sector in Poland.
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Business connections of the Polish agri-food sector with foreign countries for
years are asymmetric, i.e., the Member States remain dominant partners in this
exchange. It is a consequence of full integration with the European Union and
the introduction of the Common Agricultural Policy and Trade. Economic
regional integration is both a stage of involvement in the processes of
globalization, and a form of strengthening internal forces, so that it was
possible to cope with global competition and protect oneself against the
negative effects of global changesg. European economic integration implies the
free movement of goods, services, capital and persons within the Community.
Domestic food producers who meet certain sanitary, veterinary, phytosanitary,
animal welfare, and environmental protection standards have been granted
unlimited access to a huge market, characterized by high purchasing power of
consumers. In 2013, the share of the EU-27 countries in the Polish agri-food
exports amounted to 76.9%, including the countries of the EU-15 with 57.5%
(Table 3). The positive balance of trade with the EU countries amounted to
almost 4.5 billion euros. Such a high share of the European Union in the
geographical structure of exports, and such a high value of the balance of trade
with the countries of the Community are other arguments proving the thesis
that the Polish food sector is competitive and successful in the common
market.

An important market for Polish foods are also the CIS countries, whose share
in the Polish agri-food exports in 2012 amounted to 11.3%. The share of the
CIS countries in particular years was subject to large fluctuations, resulting
from the variable trade policy of Russia (which played a leading economic role
in this group of countries). Russia quite often introduced various restrictions on
access to its market, which negatively affected the results in exports and
economic situation of the market and some industries (e.g., meat, fruit and
vegetables sector). But maybe in the next few years, Russia will be more
predictable trade partner, because since 2012 it is a member of the World
Trade Organization (WTO) and should respect the foreign trade rules set by
the organization. However, this does not mean an easy success in this market
for Poland, because the Russian market is increasingly demanding and
characterized by stronger and stronger competition, and in addition, it is
influenced by political considerations. The Russian food sector undergoes
dynamic structural changes that are the result of the influx of large, both
domestic and foreign, investments.

8 W. Szymanski, Globalizacja. Wyzwania i zagrozenia, DIFIN, Warszawa 2002.
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Table 3. The results of foreign trade in agri-food products (in millions of

euros)
Trade —
Direction | 2003 | 2005 | 2007 | 2009 | 2011 | 2012 | 2013
stream
Intotal | 40104 | 70280 | 99425 | 112776 | 15227,6 | 178932 | 199569
EU27* [ 26167 | 51908 | 80014 | 90669 | 119110 | 13763.8 | 155567
b=
£ EU-I5 | 20416 | 40630 | 59412 | 66988 | 87934 | 102952 | 115960
a EU-12 | 5750 | 11278 | 20602 | 23681 | 31176 | 34686 | 39607
F‘”"]f:nUb_ezy;’nd 13937 | 18372 | 1941,1 | 22107 | 33166 | 41294 | 44002
Intotal | 35569 | 53735 | 79723 | 91110 | 126284 | 135574 | 142190
EU-27° | 21759 | 33882 | 53474 | 63204 | 88222 | 92843 | 97926
3=
g EU-IS | 18485 | 29380 | 44846 | 54489 | 75202 | 78021 | 83350
& EU-I2 | 3274 | 4502 | 8628 | 8715 | 13020 | 14822 | 14576
Fr"gUb_ezy;’“d 13810 | 19853 | 26249 | 27906 | 38062 | 42731 | 44264
In total 4535 | 16545 [ 19702 | 21666 | 25992 | 43358 | 57379
. EU-27* 4408 | 18026 | 26540 | 27466 | 30888 | 44795 | 57641
g EU-I5 1931 | 11250 | 14566 | 12499 | 12732 | 24931 | 32610
s
A EU-12 | 2477 | 6776 | 11974 | 14967 | 18156 | 19864 | 2503,
From beyond
BU o7 127 | -1481 | -6838 | 5800 | 4896 | -1437 | -262

Source: own elaboration based on: ,,Handel zagraniczny produktami rolno-
spozywczymi. Stan i perspektywy”, nr 21-38, seria ,, Analizy rynkowe” z lat
2005-2013, IERIGZ-PIB, ARR, MRiRW, Warszawa.

In other countries a significant position in the export of food is occupied by
economically developing countries (6.8%). Economically developed countries
have, however, relatively small share in exports (3.1%), which is primarily due
to their protectionist trade policy, which consists of high tariff rates, and non-
and para-tariff barriers.

Conclusions

The analyses of the potential benefits and risks associated with the integration
process stressed the fact that the Common Agricultural Policy provides stable
production conditions for the producers in the long term. For the Polish
farmers exposed to frequent changes in agricultural policy, the consequences
of changes in the economic situation in the agricultural sector, ensuring stable
production conditions, according to many opinions was to become an
achievement of equal importance as financial aid.
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The continuing agrarian fragmentation, despite the favourable trends, is the
consequence of the earlier developmental delays, the elimination of which
does not depend on the changes in the agricultural sector. Further progress in
the diversification of economic activity of people from families with a user an
individual agricultural holding largely lies outside agriculture. The preparation
for work in non-agricultural sectors is steadily improving, as evidenced by
changes in the level of general education of the population aged 15 and over
from families with a user from an individual agricultural holdingg. In the years
2003-2013, progress was made in the number of graduates of secondary and
post-secondary schools (18 to 34%) and higher (from 3 to 13%). Moreover, at
the same time, the percentage of people who had non-agricultural school
qualifications increased from 44 to 57%.

After the accession to the European Union, the growth rate of household
income of farmers was higher than in other socio-economic groups. In the
period 2004-2013, the nominal disposable income of farmers increased by
89.7% (real income by 64.3%), and in other farm groups as follows: in total by
62.2% (38.7%), employees by 61.5% (39.3%), the self-employed
(entrepreneurs) by 57.0% (37.2%) and pensioners by 51.5% (26.2%). During
the accession, the factors favouring the growth of agricultural incomes
prevailed, among which a prominent position was taken by various forms of
financial support under the CAP, addressed to the agri-food sector, households
of farmers and rural areas

After joining the European Union the economic and financial situation of
agricultural enterprises, both manufacturing and service companies, was well
and stable. In the period 2004-2013, manufacturing companies had stable
ability to generate profits of around 5-10% of the value of turnover, service 3-
6% (ROE 6-15%), revenues and productivity were steadily increased, financial
liquidity and high rate of investment were achieved. Indicators of the current
financial liquidity, remaining within the range of 1.5-2.2, indicate even the
presence of available equity resources in some of these companies, and the
investment rate above 1.5 means a rapid process of modernization of the fixed
assets of agricultural enterprises. Acceleration of the Polish economic growth,
on which accession to the EU had a great influence, influenced the revival of
production in the food industry, improvement of the economic condition of
this department of food economy, and an increase in investment activity.

® Changes in the level of education determined on the basis of population and housing
census in 2002 and 2011, and the panel field research carried out by the IAFE-NRI in
2000, 2005 and 2011.
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Development of the Polish food economy has solid basis. It consist of a large
domestic market, which still shows the development trends, and the economic
recovery, which is the result of integration, has strengthened these trends. The
economic development of the country has improved the structure of
consumption and quality of human nutrition. This results not in the
improvement of the sustenance measured with the nutritional quality of the
consumed food, which in the developed countries is rather stable, but in the
improvement of nutrition, which occurs as a result of changes in the structure
of consumption and an increase of packaging of foodstuffs with various types
of services, facilitating an access to food, convenience of using the food, or an
increase in satisfaction of its consumption.
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INCREASE OF EMPLOYMENT AND INCOME OF RURAL
POPULATION AS A FACTOR OF SUSTAINABLE
DEVELOPMENT OF REGIONAL RECREATIONAL SECTOR

Anna Grigorievna Ivolga’, Svetlana Aleksandrovna Molchanenko®

Abstract

Theoretical, methodological and practical basic principles for the
assessment and analysis of sustainable development of rural areas of the
Stavropol region are substantiated in the article, including recreational
sphere and tourism cluster of region, on basis of which the proposals on
sustainable development of regional recreational sector are developed.
Indexical, correlation and regression, monographic, logical and
constructional analyses are used as the main research methods. Data of
Federal State Statistics Service of Russian Federation (Rosstat) are used as
information base for the research. Also, in our analysis, we used methodical
and analytical materials of the Ministry of Agriculture of Russian Federation
and the Stavropol region. Results of scientific research are implemented by
Ministry of Agriculture of the Stavropol region, as part of the project of
target complex program "Sustainable development of rural areas in the
region in 2014-2017". The results of research can be used as methodological
tool for the typology of rural areas, according to the conditions of
sustainable development of recreational complex. They can be applied both
for other Russian regions, as well as other areas with similar characteristics
as Stavropol region.

Key words: sustainable development, rural territories, recreational sphere,
diversification of employment, rural tourism
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Introduction

Employment as advantageous activity is a fundamental category of
productive labour relations. Employment issues are very important for the
rural areas of the region of Stavropol, since it has been characterized by
significant unemployment rate, noticeable outflow of workforce, income
decrease and also level of professional competence of rural staff.

Formation and development of the rural economy at early stage requires
analysis of development of labour relations system by monitoring labour
provision, unemployment, labour market pressure, as well as the
effectiveness of its reproduction in general, including the aspects of
training, distribution and use of human capital. Initial phase in the
evaluation system of labour relations is examination of employment
which 1s a fundamental element of organizational and economic
mechanism for agricultural market management. Issues of employment
and labour activity, as well as the problems of optimal control of human
resources (in terms of increasing employment) have always been in the
center of attention of scientists and philosophers, economists and political
leaders. However, from a scientific point of view, employment is rather
complex and multifaceted category. It reflects in different aspects of
economic, social, political, demographic and even domestic nature. From
the economic point of view, employment is the combination of relations
between labor market agents relating their participation in production. It
expresses the way of involvement of the employable workforce in the
process of wealth creation. Applied aspect of the employment research
addresses the identification of this economic term from the point of view
of Federal State Statistics Service. In this regard, employment can be
viewed through the prism of such basic concepts as: workers employed in
the economy, helping in the family business, hired workforce, employed
in the informal sector workers, etc.

Ensurance of sustainable employment in rural areas is vitally relevant for
Russia in general and for Stavropol Region in particular, since over 40%
of population of Stavropol Region live in rural areas. Transition period,
experienced by Russian economic during 1990s, caused depopulation of
rural areas and active migration outflow. Total unemployment was the
major driver for rural people to move to cities. Untill now lower
employment opportunities in rural areas in comparison with urban
territories is one of the main threats to sustainable rural development, as it
brings about the loss of historically developed areas, degradation of small
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rural settlements, and depletion of the rural economy. Moreover, it
threatens regional and national food security because of agricultural land
withdrawal. That is why elaboration of employment opportunities and
promotion of income sources are considered as vital issues of sustainable
development of rural areas in Russia.

The main issues of employment and sustainable production in
Russian rural regions

The analysis of data Russian Federal State Statistics Service 2012 reveals
that the majority of regions in the North Caucasus Federal District should be
considered as rural since the average share of rural population for the district
i1s 49.8% (25.8% 1is the average indicator for the RF, and 17.9% is the
average indicator for the Central Federal District). That also includes: 55.1%
in the Republic of Dagestan, 56.4% in the Republic of Ingushetia, 55.5% in
Karachaevo-Cherkesia and 64.5% in the Chechen Republic. It is not by
chance that in these regions of the Russian Federation, economically active
population have the the higher level of unemployment (2,5 — 4 times higher
than in the other Russian territories). Certainly, presented situation clearly
has a negative impact on labor efficiency in companies and enterprises of the
stated regions. Also, it reflects negatively on results of operational and
financial activities, in general.

On the other hand, the population in the above mentioned republics of the
North Caucasus have the highest share of agricultural workforce. For
instance, 26.4%, 20.9% and 21.9% of the total number of employed in the
region industries are registered in the Republic of Dagestan, Kabardino-
Balkarian and Karachaevo-Cherkess Republics, respectively. At the same
time, the Republic of North Ossetia-Alania, the Chechen Republic and the
Stavropol region have lower indicators 15.4%, 17.0% and 17.6% (7.0%
for the Russian Federation, in general). This is the evidence of
significancy status of the agricultural regions in relation to the considered
regions of the South of Russia.

The results of the employment sampling survey made by territorial
agency of Federal State Statistics Service of Stavropol region show that
the index of employment of economically active population in Russia
(2010 — 2012) increased from 58.7% to 62.3%, including the increase in
rural areas from 56.7% to 58.5%. In the same period, the unemployment
rate of economically active population aged 15 -72 years decreased from
9.8% to 8.2%. In the rural areas, it remained the same (10.5%). As
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regards the employment level of economically active working-age
population, it decreased from 68.2% (2010) to 66.9% (2012). It is
considered as a negative effect.

Undoubtedly, relative decrease of the employment ratio influenced the
amount of income of working-age population. In this particular case, we
found inverse correlation between the rural unemployment ratio and the
level of income of rural population. Thus, the correlation ratio between
these two indexes in 13 regions of the South of Russia was equal -0.721
and — 0.642 between the unemployment ratio and share of rural
population in total population of region. This supposes development of
measures to ease rural unemployment and increase the employment in
rural regions and agricultural enterprises.

The analysis has shown that in the modern conditions of growing
urbanization, an increasing number of countries confront the problems of
social and economic development of rural areas. The specifics of
agricultural production cause the main difficulty: the possibility of
substitution of labor and land for capital is restricted. It is for that reason
that sustainability of rural development is mainly considered as retaining
rural population in their traditional environment by providing them with
constant employment and source of income (Kiseleva N. N. 2013).

Rural areas have unique natural, demographical, economic and cultural
potentials. Rational use of these resources could ensure their diversified
development, full employment, improved quality of life of rural
population, etc. However, contemporary social circumstances differ from
the perfect picture, especially in developing countries where agriculture
makes a significant part of the GDP and '/3 of total population lives in
rural areas.

Russia is considered as a developed country, but nevertheless Russian
rural areas face serious problems regarding economic and social
development. Total state territory is more than 17 million km?, including
4 million km* of agricultural land (23.4%). More than 27% of Russian
population (38 million people) lives in rural areas. There are about 155.3
thousand rural settlements in Russia. However, the majority (72%) are
extremely small with population less than 200 people. Rural settlements
with population more than 2 thousand people constitute only 2% of its
total number. Life quality in rural area is very low and the gap of income
between urban and rural population is still increasing. The average salary
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in agriculture in 2012 was equal to 52% of national average of other
industries (Kiseleva N. N. 2013).

Above mentioned problems are especially urgent for industrially weak
south parts of Russia, where agriculture prevails in the structure of gross
regional products and rural life is still traditional. During the period of
Russian economy transition in 1990°s, agriculture became one of the most
unattractive investments sectors because of the long asset turnover, low
return rate, obsolete infrastructure and natural peculiarities of production.

The reduced value of investments decreased the level of income of rural
population, caused unemployment and stimulated migration of workforce
to the cities. As a result, traditionally agrarian regions of South Russia
faced capital and workforce deficit. It caused degradation of agricultural
production and rural infrastructure. Also, it reflected in growth of social
tension in rural areas.

The Stavropol region in the structure of Russian regions

The Stavropol region is one of the southern regions of Russia with strong
agrarian profile. Recent years were beneficial for the Stavropol region in
terms of economic development, growth of income per capita, sales
turnover and gross regional product. Almost half of the main social and
economic indicators of the Stavropol region exceeded the national level
(2003 — 2012) and the rate of economic growth was higher than the
national average level of 1.7% (Kiseleva N. N., Orlyanskaya A. A. 2012).

The Stavropol region was ranked seventh by the volume of agricultural
production among the Russian regions in 2012. Share of agribusiness in
GRP constituted 24.8%. The total volume of agricultural production
increased by 15.4% (2010 — 2012), by 20.2% (when includes horticulture)
and by 5.9% (cattle breeding). The main agricultural crop cultivated in the
Stavropol region is wheat. Crops prevail in the regional agricultural
production (more than 38% in 2012). The crop yield increases year by
year, but still remains extremely low comparing to the leading developed
countries’.

? 3900 kilograms per hectare in the Stavropol region, 5300 kilograms per hectare in EU
countries, 7400 kilograms per hectare in the USA.
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Figure 1. The structure of agricultural production in the Stavropol region in
2012, %
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Source: Ministry of Economic Development of Stavropol Region (2012):
Investment ~ Memorandum  of  Stavropol  Region.  Available  at:
http://stavinvest.ru/upload/file/the investment memorandum.pdf (addressed
on December 24, 2013).

Correlation between effective demand and supply on the regional market
must be emphasized as one of the most important social and economic
indicators of regional economic development. The level of effective
demand is determined by the amount of gross regional product and
income per capita. Both indicators for the Stavropol region are
substantially below the national average.

Despite more than tree-times growth in 2003-2012, the level of regional
GRP per capita remains lower than the national average (11,920 euro in
2012). Herewith, the average income in rural areas of the Stavropol
region is 68.9% of the national average level. Also, labor efficiency in the
region is lower than the average at the national level. It is caused by the
lack of skilled labor
http://www.multitran.ru/c/m.exe?t=94738 1 2&s1=%EA%E2%E0%EB
%E8%FA%E8%F6%E8%F0%EE%E2%E0%ED %ED %FB %E9 %20%F2
9%F0%F3%E4in rural area which, in return, decreases its outputs and the
total efficiency of use of agricultural resources.

Thus, increasing the level of sustainable rural development in the
Stavropol region is rather urgent issue. It is more related to the fact that
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over 43% of regional population is rural (at the national level, rural
population ratio is 26.3%) rather than to the prevalence of agricultural
production in GRP structure. In 1990°s, the Stavropol region was
characterized by depopulation but it affected cities more than villages.
Since 2008, acceleration of rural depopulation and active rural population
migration is present. Depopulation is one of the main dangers in
sustainable rural development. It leads to the loss of historically populated
territories, degradation of small rural settlements and depressed rural
economy (Kiseleva N. N. 2013). Moreover, it threatens regional and
national food supply security as a result of withdrawal of land from
agriculture (Kovalenko E. G. 2012).

During the 1990-2010, the share of rural population in the total
population of the Stavropol region decreased by 2.9% (from 45.7% to
42.8%). The dynamics of the main social and economic indicators of rural
development of the Stavropol region (Tab. 1) confirms the decrease of
population of small rural settlements while population concentrates in
bigger urban agglomerations.

Table 1. Dynamics of social and demographic indicators of rural
development of the Stavropol region in 2009-2012
Indicators 2009 | 2010 | 2011 | 2012

Average size of a settlement, 1636 1654 1662 1675

person

Share of population under

active working age, %

Share of population over active

working age, %

Average size of a household, 3.2 3.2 3.0 32

person

Average duration of life, years 66,6 66,8 66,7 66,8

Share of population W.lth higher 312 33.4 33.8 343

and secondary education, %
Source: Kiseleva, N., Orlyanskaya, A., Sulimanov A. (2013): Adaptive
Management of Social and Economic Development of Rural Areas of North
Caucasus Federal District. Academy of Natural Sciences. Available at:
http://www.rae.ru/monographs/197 (addressed on December 23, 2013).

21,7 21,4 21,3 21,3

21,4 21,0 21,1 21,0

According to the analysis results, the labor market of the Stavropol region
is characterized by two differently directed trends: a) decrease of
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population and b) increase of share of working-age population. However,
the rate of growth of active working age population is higher than the rate
of economic growth. That results in unemployment of rural population.
Despite the slow-growing employment rate, the level of unemployment in
rural areas of the Stavropol region is still very high (above 10% in several
rural districts, in 2012). Moreover, rates of employment growth are lower
than the rates of working-age population growth. In consequence, people
have to migrate from rural to urban areas in search of employment.

Labour market of the Stavropol region and the sustainability of its
rural areas

There are four main reasons of relatively high rural unemployment rate in
Russia in general. Those reasons refer to the Stavropol region, as well. In
the first place, unemployment is caused by a structural disbalance
between demand and supply in the rural labor market. Such disbalance is
determined by a discrepancy between labor force quality
(professionalism) and the demands of employers in rural sphere. The
percentage of prural opulation with secondary or higher education is
gradually growing, but it is still lower than the national average.
Employers have specific demands regarding qualifications and skills, but
the labour market is not ready to provide an adequate response. This
situation has negative influence on technological and innovative
development of regional economy. It also poses a threat to the sustainable
rural development.

Secondly, the level of income in rural areas is very low in general,
especially in terms of salary offered on job vacancies. Agricultural
production per capita in the Stavropol region in 2012 exceeded the
corresponding national indicator of 61%, but at the same time, the level of
income per capita in the region amounted only 69% of the Russian level.

Third threat to the sustainable rural development is demographic ageing
of population. Natural population decline is not offset by natural growth.
Therefore, recovery of workforce potential occurs due to the migration
flows. However, skills of upcoming workers are often insufficient for
high-paying job.

That causes increased competition within local workforce for vacancies
with low skill requirements and, therefore, the growth of social strain in
the countryside.
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Fourthly, as the analysis has shown, underdevelopment of nonfarm activities
and alternative sources of income for rural households is a serious obstacle to
sustainable rural development in the Stavropol region. Technology
development in agriculture and increasing labor productivity leads to
employment reduction. Therefore, it is necessary to diversify the rural
economy through the development of non-agricultural activities. Many of
developed countries have practiced such activities in order to preserve the
rural areas as active social and productive subsystems. In particular, the
programs of development of non-agricultural activities in rural areas are
actively and successfully implemented in the EU, USA, China and some
other countries (Bondarenko L. V. 2011). Identified threats of the sustainable
economic development are not exclusive to the Stavropol region. The similar
trends are observed in other Russian regions, especially in those which are as
much involved in agricultural production (Rusinova O.S. 2011). Various
specific programs are developed and adopted to create prerequisites for
sustainable development of rural areas’. However, according to relevant
indicators, one of latest programs even though intented to promote a
sustainable growth of socio-economic indicators and welfare of the rural
population; did not provide a significant increase of nominal income of the
rural inhabitants which are engaged in agricultural production (Tab. 2).
Taking into account expected levels of inflation in 2014-2015, the real
incomes of the rural population are expected to decline.

Table 2. Several target indicators of Federal Target Programme "Sustainable
development of rural areas for 2014-2017 and for the period up to 2020."
Target indicators 2013 2014 2015
Profita!)lllty of agricultural production, % 11,0 12,0 14,0
to previous year
The average nominal salary of workers
. . 15388,0 | 16927,0 [16927,0
engaged in agriculture, rubles / month
Expected inflation rate, % * 6,5 4,8 4,9
Exprecte.d actu.al salary of workers 14382.7 | 15099.48 |14395.9
engaged in agriculture, rubles / month
Source: According to Federal State Statistics Service of Russian Federation
(http://www.vedomosti.ru/finance/news/2110071 1/rosstat-podtverdil-ocenku-
po-inflyacii-za-2013-god-na-urovne) and Ministry for Economic Development
of Russian Federation (http://top.rbc.ru/economics/24/09/2013/878630.shtml)

*One of the last is Federal Target Programme "Sustainable development of rural areas
for 2014-2017 and for the period up to 2020".
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Due to the above mentioned targets, we consider that diversification of
rural economy is the key factor in providing sustainable rural
development and improvement of living standards of rural population.

For rural economy diversification is a way to go beyond the traditional
forms of agricultural activities that seems vitally necessary in current
economic conditions. (Zykova N. V., Ikonnikova O. V., Kononov O. D.
2011)

Summarizing the researches, it should be noted that Stavropol region,
being one of the most developed agricultural regions of Russia,
demonstrates the positive dynamics of the major industrial and economic
indicators during 2003-2012. Growth rates often exceed the national
average, but despite the positive dynamics of GRP, number of negative
trends still remains in the development of rural areas of the region.
According to the research, this includes:

1. rural depopulation (partial recovery of population is provided by
immigration flows from neighboring regions and countries);

2. disbalanced structure of the regional economy (predominance of
agriculture);

increasing disparities of income level;

4. reduction of the number and increase of the average size of rural
settlements;

5. environmental degradation and inefficient use of natural resources.

Paradoxical situation is evidenced at the regional labour market, when the
labour demand and supply do not match each other because of low
qualification of workers. Growth of working age population in the
Stavropol region is higher than rates of economic growth that leads to
unemployment.

High unemployment in rural areas of the region (more than 10% -
Arzgirsky, Andropovsky, Kursky, Stepnovsky, Trunovsky municipal
districts) becomes strained by low incomes and low wages, demographic
ageing and migration of rural residents to the economic centers -
Stavropol and Caucasian Mineral Waters.
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Classification of rural areas of the Stavropol region in terms of socio-
economic development allowed us to estimate their resource potential and
the nature of the industrial, agricultural and rural development (Erokhin
V. L. 2009, Zhuravel V. F. 2011). The very few of the rural areas in the
region effectively use the available limited resources and create
conditions for the further sustainable economic development by
diversification of local industry and agriculture. The rest of the rural
regions have only raw specialization, lack of resources and stand in need
of regional and federal budgets support.

Researches of similar international experience show that traditional
employment opportunities in rural areas will be more and more reduced
(Erokhin V. L. 2007). Only the parallel development of non-agricultural
sector can increase Russian rural employment chances, improve quality of
life of rural population, provide them with alternative sources of income
and preserve rural communities (Erokhin V. L. 2011). For each rural
settlement, it is necessary to identify points of growth which make
possible to increase competitive advantages and attract additional
incomings from both traditional and alternative activities.

Taking into consideration the unique natural and climatic resources of the
Stavropol Region, we believe in the priority of development of regional
recreational sector as one of the most prospective tools for attraction of
additional income in the countryside and sustainable economic
development.

The development of health-related, ethnographic and gastronomic types
of tourism in rural areas may become key trends. The most important
expected effects of rural tourism development are increasing the degree of
involvement of the rural population in new employment opportunities,
improving the rural quality of life, rural areas development, and as a
consequence, the sustainable growth of agricultural production and the
economy of the region, in general (Ivolga A. G., Erokhin V. L. 2013).

At the same time, there are some organizational problems in tourism
cluster development within the region. In the first place, there is no
effective coordination activity of state authorities on the tourism sector,
including the regional Ministry of Agriculture. Legal framework and
economic mechanism of relationship of administrative bodies and
economic entities with organizations involved in recreational sphere is
insufficiently developed.
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Secondly, at the moment, recreational infrastructure and touristic/excursion
activities are underdeveloped. Low domestic and foreign investment in
tourism industry development are fixed. Thirdly, there is no educational
center for training and retraining specialists in the sphere of recreational
and tourism enterpreneurship, international tourism relations and marketing
that provide recreational services to the population, including those living
in rural areas are not well developed.

Main directions of sustainable development of recreational sector in
the Stavropol region

For the revival of recreational clusters and particularly the rural tourism,
we need an effective mechanism throughout which an active development
of recreational services will happen. It would also facilitate the interest of
local authorities in improving the quality of tourism activity, increase
their role in such processes, enhance development of social infrastructure,
transport and communications, telecommunication systems, culture,
sports, folk art and crafts [Erokhin V. L. 2009].

In our opinion, as the main directions of sustainable development of the
rural recreational sector and rural tourism market in the region should be
recognized:

= the formation of optimal socio-ecological-economic policy of
municipalities with regard to the type and level of their
development;

= the creation of municipal databases on sustainable tourism
development and employment;

= the priority development of processing industries of regional and
municipal economy, construction and trade industry;

= the formation of sustainable system of small and private
entrepreneurship in the rural areas;

= the formation of stable employment system in the field of agro-
tourism, recreational and environmental activities [Bournaris,
T., Moulogianni, C., Manos, B. 2014].
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Creation of regional municipal rural centers regarding rural employment
and sustainable development, design and usage of socio-economic maps
of tourism clusters sustainability and employment can have positive role.
Management of recreational activity and sustainable development of local
tourism markets and employment involves implementation of a set of
measures of organizational and economic, social and labor, environmental
and legal and socio-psychological nature (Zhuravel V. F. 2011). Long
term basic principles of a strategic approach to the sustainable
development of recreational complex and regional tourism market are:

= the priority of its organizational and economic, social and labor
development, including improvement of employment system in
the countruside, modernizing social and labor sphere of rural area,

= creation of conditions for the commodity-product self-sustainment
of territory and development of rural self-government,

= smoothing socio-economic differentiation of rural subnational
entities taking into account risks of sustainable development and
work procurement.

Regard to these activities, we can also speak of:

= the optimal combination of management forms in agriculture,

= environmentally compatible and harmonic development of
agriculture,

= polyfunctionality and multifunctionality of the agricultural sector,

= the priority of development of employment system in the
recreational and environmental sphere,

= Dbalanced diversification of industries and the development of non-
farm employment,

= improvement of human potential, employment sustainable system
and material incentives for workers of tourism cluster [Shuvaev,
A.V.2011].

As an example of aforementioned statements, we have participated in the
development of the principal measures for the implementation of
innovative projects that provide employment increase in the recreational
and tourist complex in the region. Such projects have been developed in
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cooperation with specialists of Department of sustainable development of
rural areas of the regional Ministry of Agriculture. In this particular case,
project subject was implementation of innovative projects providing the
expansion of employment in non-agricultural area in accordance with the
project of the regional target program "Sustainable development of rural
areas for 2014-2017". Herewith, the objects included: special economic
zone of tourist-recreational type "Grand SpaYutsa" in Predgorny
municipal district, Pelagiadsky sports complex and recreation base "Lost
Paradise" in Shpakovsky district, therapeutic mud-baths "Salt Lake" in
Petrovsky district, cultural and recreational complex "Golden Sands" on
the shores of the reservoir "Wolf's Gate" in Novoselitsky district, the base
of agricultural tourism (private farm of Vasyutov N.I.) in Levokumsky
district, hunting tourist complex in Apanasenkovsky municipal district.
According to preliminary calculations, only on the basis of the listed
facilities, it is planned to create more than 163 new vacancies in the
region in 2014-2015, primarily in the field of recreation and tourism.
Expected growth of the gross regional product will exceed 49 million
rubles.

Conclusion

Sustainable development of the recreational sector and tourism market in
the Stavropol region is the strategic goal of a stable, effective and optimal
functioning of the socio-economic sphere of this territory. Developed
system of touristic service, with its ability to adapt to constant external
and internal influences, should enable employment in tourism. Therefore,
development of recreational sector and tourism is the imperative for
positive transformations procurement.

Appropriate and well-timed assessment of the conditions and dynamics of
socio-economic development of the recreational sphere and tourism
market should be based on the system of researches. Such system should
be analyzing occurring processes taking into account key factors of
activation of the opportunities in the regional economy improvement and
enhancement of living standard.

The following measures are recommended to government agencies at the
regional and municipal level in order to improve the validity of
administrative decisions on the sustainable development of recreational
sector and local tourism markets:
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= to form socio-economic policy of municipalities with regard to the
type of development, including the tourism sector,

= to diagnose the potential opportunities for sustainable
development of recreational areas through the use of techniques of
determination of potential reserves of the tourism market
development,

= to develop target programs for the adaptation of rural and urban
population to rapidly changing conditions of the tourism market in
order to increase employment and sustainable development in the
region.

The abovementioned areas measures will contribute to the further
sustainable development of the recreational and tourism cluster in the
system of agrarian and natural complex of the region on the basis of
socio-economic improvement of rural areas and increasing of non-farm
employment level in the municipal units.
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EXPORT-ORIENTED GROWTH AND DEVELOPMENT OF
SERBIAN AGRICULTURE'

Vojislav Stankovic?, Drago Cvijanoviéj

Abstract

The production of food, food safety of a country, production of raw
materials (for other branches), exchange with the world, social,
demographic and other aspects determine, among other things, multiple
significance of agriculture in social-economic development of the
Republic of Serbia. The significance of agriculture reflects in its
participation in GDP realization of the Republic of Serbia, which was 18-
21% in the period 2001-2008; however, if observed entire contribution of
agriculture to other economy sectors, this participation is around 40% of
the total GDP. The basic problems Serbia is facing with are a
consequence of limits emerged in a central planning conditions,
difficulties in development in past twenty years and obstacles in
adjustment to the market economy. The changes in agricultural policy
reflect in redirecting of resources, from a direct support to the market
towards the investment support and support to the rural development.
There are also necessary the changes regarding the budgetary resources
orientation from big agricultural entities (enterprises, cooperatives and
agro-combines) to a family commercial husbandry (a basic cell of future
development). The goal of these changes is increase of competitiveness.
Transition from agriculture to the market business conditions has been
followed by a significant trade development. In the transitional period, by
a permanent export increase and besides very stable import, the exchange
balance improves systematically. The exchange balance of agriculture
and the industry of Serbia with the foreign countries, in 2013, was shown
that there was realized import of 2.800 million USD, i.e. there was
evaluated that was realized, by export, around 40% of gross value of the
realized agricultural production.
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Only sustainable development of agricultural production and trade, as a
modern organized and integrated sector of economy, provides a success
of industrialization process and the total economic development, in short-
and long-term, and it significantly contributes to reduction of the existing
disproportions in the regional development, especially in rural areas.

Key words: agriculture, gross domestic product, production, foreign trade,
export, import, rural development, competitiveness, regional development.

Introductory notes

The production of food, food safety of a country, production of raw materials
(for other branches), exchange with the world, social, demographic and other
aspects determinate, among other things, a multiple significance of agriculture
in social-economic development of the Republic of Serbia. The agricultural
activity, according to the available significant natural and human resources and
the achieved production and processing level, represents one of the most
important economic activities in Serbia. The share of the primary agriculture in
realization of GDP of the Republic of Serbia, in the period 2001-2012, was
ranged from 18% to 21%, however, if there observes the entire contribution of
agriculture to other economy sectors, food industry and producers/processors
of inputs and raw materials, this share is around 40% of the total GDP. Also,
around 42% of population in Serbia is settled in rural areas (with population
density under 150 inhabitants per km)*. This all points out to a special
importance of agriculture for stability of the total economic and social
development, for permanent food safety, social and political stability.”

The agriculture of Serbia is characterized by fragmentation of agricultural
husbandries and their great sub-division (average size under 4.5 ha and 7
slots), relatively good equipment with agricultural mechanization and besides
the fact it is technologically overcome and obsolete (average age over 200
years), poor utilization of fertilizers and extremely low productivity in all
production fields (average yields under the EU level). In the mentioned
conditions for agriculture, due to achievement of productivity level, which can
guarantee decent incomes to labour-engaged population, then, owing to
achievement of competitiveness in additional sectors of economy (which lean
upon agriculture), as well as the increased pressure of more competitive

* Data of SORS.
5 Jevtic, S., Stankovic V., Vuckovic, S: ,,Export performances of Serbian agriculture
since the year 2000, Market, Money, Capital, no. 2, April-June 2007, Belgrade.
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imported goods on domestic market, there is inevitably needed the adequate
agricultural policy, as an integral part of the total development policy of
Serbia. With its natural, optimal soil characteristics, temperate-continental
climate and water resources, the Republic of Serbia have a great potential in
agricultural sector, which is not completely used. However, along with the
adequate agricultural policy, the agriculture can give a significant contribution
to economic development of a country. Directly or indirectly (in other industry
sectors), the agriculture engages a significant number of labour-engaged
population, significantly participates in foreign trade (in the total foreign trade,
the agriculture participates with almost 13%, while in Serbian export, its share,
in some years, has been up to 28%)°, provides food safety of population,
contributes to rural development and ecological balance.

Basic elements of agricultural policy

The main problems the Serbian agriculture is facing with are the limitation
results, emerged in conditions of a central planning, difficulties in development
in past 15 years and also difficulties in adjustment to the market economy.
Encumbered by the consequences of the central planned economy, especially
regarding the ownership relations and utilization of land, the agriculture for its
development needs a policy which will contribute to productivity increase, by
its production restructuring, with significant investment, which implies
building the efficient market of land, credit and inputs.7

Lack of clear visions in the sector of agriculture causes the agricultural policy
inherited from the previous period, which does not contribute to more
significant structural changes. The changes in agricultural policy reflect in
redirecting resources from a direct support to the market (prices of agricultural
products) towards the investment support and support to rural development, as
well as the changes regarding the budgetary resources orientation from big
agricultural subjects/entities (enterprises, cooperatives and agro-combines)
with different ownership structure, to a family commercial husbandry (basic
cell of future development) and are directed primarily to increase of
competitiveness.8

% Data of SORS, Foreign Trade Statistics.

7 Jevti¢, S., Stankovié¢, V.: “Characteristics of Serbian agriculture in 2006 with
possibilities for improvement in the future period”, Market, Money, Capital, no. 2, SCC,
April - June 2006 Belgrade.

¥ Jevti¢, S, Stankovi¢, V.: ,Competitiveness of Serbian agriculture in terms of export
increase and sustainable development®, Market, Money, Capital, no. 4, SCC, October -
December 2009 Belgrade.
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Financing the agriculture by the budgetary resources, the agrarian budget,
represents slightly less than 5% of the national budget and with such modest
assets tends to improve the domestic production, to increase competitiveness
on the domestic and foreign market, to establish the institutions necessary for
functioning of the basic subjects of agriculture and to set up the domestic
production and processing compatibility, with the EU standards. Funding the
agriculture by the agrarian budget resources is done in two ways: the first are
production-oriented subsidies directed to the specific crops or livestock
species, and non-production subsidies, which refer to stimulation of
agricultural production and rural development.

Distribution and use of the National Budget assets for 2014 is regulated by the
Budget Law of the Republic of Serbia for the year 2014.

By the mentioned law, aiming to conduct the activities from its authority
domain, to the Ministry of Agriculture, Forestry, Water Management and
Domestic Trade was made available the budget in amount of 41.598,665,000
RSD, which made 3.81% of the total national budget. Including expenditures
from the extra incomes, the total budget amounts 45.394,698,000 RSD, i.e.
4.16% of the national budget. The assets meant for subsidies in agriculture
amount 34.952,136,000 RSD, and will be allocated in accordance to the Law
on Incentives in Agriculture and Rural Development’ for agricultural
production in 2014.

The incentive measures for the agriculture sector are harmonized with the
applicable Law on Agriculture and Rural Development of the Republic of
Serbia (,, Official Gazette of RS*, no. 41/09).

The incentives in agriculture and rural development for the year 2014 are
outlined in a way to support, in optimal way, insufficiently developed fields of
agricultural production, through direct and indirect stimulating of the
production competitiveness. For the year 2014 are expected direct payments
measures, incentives to the rural development measures and the special
incentives. During the incentives realization, a special attention was paid to the
areas with difficult working conditions in agriculture, which realize the
incentives according to the conditions and size of adjusted business conditions
in these areas.

? Official Gazette of RS, no. 10/13.
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Foreign trade, markets and regulations

The foreign trade activity in exchange of agro-food products in the period
before the transitional reforms, had realized in the conditions of disturbed
macro-economic balance, as a consequence of many factors, of which the
most important are: a secession and market disintegration, decrease of
production in traditionally export-oriented agriculture sectors, loss of the
existing status on some markets (the status of the most privileged nation-
the WTO, the preferential status in the EU and in non-existence of
numerous bilateral and multilateral agreements), rapid and too wide
liberalization of economic relations with the foreign countries, etc.

However, in these circumstances, which evaluate as the most difficult, in
which the economy has done business, in this economic area, in recent
history, thanks to its potentials, the agriculture and food industry have
produced sufficient food, above own needs, and some significant part of it
has exported. Entering the reform process, there was achieved macro-
economic stability, by adding the systematic regulations in the economy
domain, as well as by the privatization process, were made more favourable
business conditions, in which affirm significantly also the export
opportunities of agriculture.

Starting from a fact that the domestic market is a limiting factor (due to low
level of domestic consumption) for rational use of significant agro-
ecological, production and human resources, long-term export orientation
of agriculture is a basic condition for increase of the total efficiency of
agro-industrial production and its faster matching in the world market and
the European integration processes.

Serbia has net exporting potential in agricultural production and processing,
which has not been sufficiently valorised, owing to non-existence of
development-export strategy and worked-out system of stimulating
measures of the economic policy. A high level of harmonization between
the domestic agricultural policy and the EU policy (in past), as well as the
started reform processes, have enabled long-term profiling of certain export
structure, which had contributed to relatively favourable export results in
past years, and to a surplus realization in goods exchange of agro-food
products.
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The foreign trade balance of Serbia with the agro-food products in the pre-
entering transitional period, is characterized by average realized export
value in amount of around 400 million USD, with the achieved share in
export of the economy to 25%, the import in amount of 460 million USD,
with the share of around 10% in the total goods import of the economy.
The realized results of foreign trade exchange with the agro-food products,
in this period, were characterized also by a deficit of 60 million USD, with
import-export coverage rate of 87%.

The Serbian agriculture had no concept of export-oriented economy sector
in ex-Yu. Over 50% of its production has placed on the ex-Yu republics'
market. In the transitional period, by a permanent growth of export and
besides very stable import, the exchange balance systematically improves.
In the year 2013, the agriculture with the food industry, had the export
value of 2.799 million USD, which is a growth of 3.5% in regard to the
results from 2012, with the share in the total goods export of 19.2%. At the
same time, the import value in amount of 1.562 million USD is for 5.2%
higher that the realized in 2012, with the share in the total goods import of
7.6%. The surplus in foreign trade exchange of agro-food products in 2013
had increased for 1.5% and it had amounted 1.237,2 million USD, while
the import coverage with export rate was 179.2%"°.

Besides all the problems which the Serbian agriculture has faced with in
2013, there was realized the export value of 2.799 million USD, which was
a worthy result. As it is well known, drought in the last year and occurrence
of afla-toxin has significantly limited the export results in the first half of
the year 2013.

That is all compensated by a dynamic growth of export in the second half
of the year. The results of foreign trade exchange of agriculture and food
industry have represented also in 2013 the most important segment in the
total agribusiness. The agricultural production has realized, in 2013, a
growth of around 30%, which gives a base to enter 2014 with optimism.
Available, greater commodity funds, meant for export, should enable to the
agriculture and food industry, in 2014, more favourable results in foreign
trade exchange.

' Data of SORS, Foreign Trade Statistics.
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Graph 1. Foreign trade exchange of agro-food products of Serbia in the
period 2005-2013
(value in million USD)
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The most significant agrarian products in export, during the year 2013, were:
wheat, mercantile, in value of 196.9 million USD, raspberry frozen in value
of 187.4 million USD, beet sugar refined in value of 170.9 million USD,
maize mercantile in value of 158.9 million USD, sunflower oil refined in
value of 90.8 million USD, cigarettes which contain tobacco in value of 75.6
million USD, malt beer in value of 74.8 million USD, and sweet biscuits,
waffles and wafers, in amount of 64.3 million USD. Observed by sections of
the SITC, in export dominates the commodity groups: fruits and vegetables,
with realized export in value of 669.9 million USD and with the share of
4.6% in the total goods export of wheat and wheat products, in value of
663.3 million USD, with the share of 4.5% in the total exports.

On import side, among the agrarian products, dominates traditionally a group
of ,,non-competitive” products — raw coffee in value of 80 million USD,
bananas fresh in value of 35.7 million USD, oranges, fresh or dried in value
of 27 million USD, and tangerines, Clementine and other citrus fruits in
value of 9 million USD. Of other products in import is necessary to point out
the cigarettes, which contain tobacco in value of 56 million USD, tobacco
partly threshed, in value of 38 million USD and soy oilcakes in value of 34.4
million USD. After the realized value in import are the most represented the
sections: fruits and vegetables with import value of 302.6 million USD, with
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the realized surplus of 367.3 million USD and with the share in the total
import of 1.5% and coffee, tea, cocoa and spices in value of 204.9 million
USD, deficit of 124.9 million USD and with the share in the total import of
1%. The favourable results of Serbian agriculture in foreign trade exchange,
realized thanks to conveniences it has in the preferential status on the EU
market, then the achieved liberalization in exchange with the West Balkan
countries (CEFTA), the Russian Federation, Turkey, Belarus, as well as in
conjuncture, which improves on the world market (growth of demand and
significant prices recovery). Development of the international economic
cooperation is a base of export-oriented concept of agriculture and food
industry of Serbia. The strongest approach on the world market implies a
strategic concept of development-export-oriented agriculture, improvement
of agrarian products' competitiveness, increasing the level of products quality
and commitment for further liberalization of the international trade. The
concept for export increase of agriculture and food industry, besides a stable
and sustainable production growth, implies the adjustment of export structure
to the requirements of import demand and improvement of export
competitiveness, by using comparative advantages in export, based, besides
the agro-ecological potentials also on technological modernization,
improvement of education concept, managerial and organizational skills and
experiences.

In long-term development of agricultural production in Serbia, the priority
should have the production of biologically high-quality food. These products'
demand increases permanently on the world market, especially on developed
countries' markets. Organization of production, processing, packing and
marketing, make conditions for full valorisation of agricultural resources by
export of biologically high-value food on the world market. Serbia should be
turned into the area of traditionally-conventional agricultural production. The
most of Serbian territory is ecologically clean, especially hilly-mountain
areas. The agricultural land of Serbia belongs to unpolluted or low
contaminated land in regard to Europe and it is favourable to production of
biologically top-quality food. It is a comparative advantage of Serbia in
regard to Europe, where over 95% of agricultural land does not fulfil the
conditions for production of biologically high-quality food. The hilly-
mountain and some lowland regions, especially in the territory of Central
Serbia, fulfil the conditions for production of biologically high-quality food.
In order for Serbia to use the comparative advantages in the production of
biologically high-quality food is needed also a consistent harmonization of
agricultural production standards with the standards of high-developed
countries, schemes of the EU.
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The application of modern agro-technique, from the basic processing, crop
rotation, nutrition, selection of assortment, use of bacterial and bio-
preparations in repression of diseases, regular use of agricultural technique,
standardization of organic fertilizers' use and other agro-technology
measures, are the condition for preservation of ecological terms in the
production of biologically high-quality food.

For strategic development planning of biologically high-quality production
and seizing the market is necessary to set up a harmonious relation between
the quality and the environment preservation (the quality management and
the environment management), along with clear posting up of ecological
quality mark of the products. Starting from the marketing concept of the
production of high-quality food for a familiar buyer and available conditions
for such type of production, it is necessary to define the production of
biologically high-value food, and the direct realization could carry out in two
phases:

o In the first phase would be represented the products which can
quickly prepare for export (significant part of agricultural
production of Central Serbia (around two-third) can transform in
biologically high-quality food), and

e In the second phase is necessary to build a long-term program of
biologically high-quality production.

Among the products which can immediately place in export are forest plants:
mushrooms, blueberries, snails, medicinal herbs and others. Regarding the
forest fruits and medicinal herbs is necessary to define a product in
marketing way and to solve a problem of purchase, storing and packing.
Some programs of the high quality production in Serbia have affirmed on the
world market (besides they still have not been branded and have no protected
geographical indication) those are, first of all: berries (raspberry, blackberry
and strawberry), baby beef and lamb meat, prunes (with manufactured
products) and other dried fruits, specific wines and fruit rakia (brandy),
prosciutto from Uzice, kashkaval from Pirot, cheese and kaymak from
Sjenica and Homolje, etc. At the same time, it is necessary to bring the
programs of plantation production of scarce, protected sorts of medicinal
herbs in mountain areas.

In the development program of biologically high-quality production, there is
necessary to define a base of up-to-date demand, the production program and
to define the products in compliance with the comparative advantages, a
potential profit, future development of these group of products' market,
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diversification of production (quantity, quality and competitiveness with
certain production technologies), ecological marketing (with the quality
standards and ecological mark noted at a prominent place), aiming to satisfy
the needs of choosey consumers of eco-food. Therefore is necessary to
define and make a selection of developmental programs, by the specific
production types and to regulate the application of agro-technology in the
production of biologically high-value food."!

Markets and regulations

Interim Agreement on Trade and Trade Issues with the European Union
(Interim Trade Agreement-ITA)

With signing the Stabilization and Association Agreement with the EU, on
April 29" 2008, was signed also the ITA. Ratification has ensued at the end
of 2008, and Serbia has started, on January 300 2009, a unilateral application
of Interim Trade Agreement, while full (reciprocal) apply of the agreement
has been in effect since February 1% 2010.

With this agreement, in compliance with the title II Free Circulation of
Goods, chapter II Agriculture and Fishery and by the adequate annexes and
protocols, was enabled to Serbia a duty-free access to the market of EU
member-countries, for all agricultural products, except few exceptions for
which were approved the preferential quotas:

e young cattle and baby beef  8.700 tons

e Fish and fish products 15 tons of trouts and 60 tons of carps
e Sugar 180.000 tons
e Wine 63.000 hectoliters

Opening the Serbian market for the products of agriculture and fishery,
originated from the EU, is realizing gradually during the interim period of six
years. During this period gradually reduce customs to import of agricultural
products from the EU and finally they reduce to 0. Several products:
sunflower oil, sugar, tobacco and cigarettes are excluded from the
liberalization, i.e. they keep the current tariff protection.

i John Wainio, Shahla Shapouri, Michael Trueblood, and Paul Gibson: “Agriculture
Trade Preferences and Developing Countries®, ERS, USDA, May 2005.
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Graph 2. Regional distribution of agriculture and food industry export of
Serbia, described according to the European integrations
(value in million USD)
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A small number of the most sensitive products, after the interim period duration
is over, keeps a certain level of tariff protection— from 20% to 80% of MFN
customs: young cattle and baby beef, live pigs and pork, live carp, mutton and
poultry, pigs fat and bacon, powder milk, yoghurt, butter, milk spread, cheeses,
eggs and honey, mercantile potato, roses, cucumbers and pickles, lettuce, beans,
peas, peppers for processing, sugar maize and other vegetables which grow,
prunes, grounded dry pepper, maize hybrid seed and mercantile, wheat and
maize flour, soy refined oil, sausages and other meat products, pasta stuffed with
meat and fish, conserved vegetables, jams, jellies and marmalades from
domestic fruits, tomato juices and other domestic fruits juices, ciders, pear
brandy and wine vinegar. Some sorts of fruits and vegetables during the
transitional period and after its expiry keep seasonal tariffs of 20%: tomato,
sweet pepper, fresh grapes, apples, sour cherries, plums and strawberries. For the
wine import from the EU, Serbia had approved a concession in form of duty-
free quota for 25.000 hl. After the utilization of the preferential quota of 25.000
hl to the wine import from the EU, pays the full customs. The EU countries are
the most important partner of Serbia in trade with agricultural products. The
exchange of goods is characterized by a permanent increase of export from
Serbia (after the average rate of 18%), which has not been stopped even by the
world economic crisis. The most significant foreign trade partners of Serbia
within the EU are Romania, Germany, Italy, Hungary, Greece and Austria (the
exchange value exceeds 100 million USD), with which realizes a surplus.
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Graph 3. Foreign trade exchange of agro-food products of Serbia in the
EU, 2006-2013
(value in million USD)
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Priorities in the EU accession process

Taking into consideration commitment of the parties and the significance of
the Stabilization and Association Agreement (hereinafter: Agreement), within
the Stabilization and Association Process, also in accordance to rights and
obligations which come out from the membership in the World Trade
Organization, as well as readiness of the EU to contribute to economic reforms
in Serbia and improvement of the regional cooperation, there show the
priorities and obligations which have domestic economy, i.e. agriculture.

The goal is to stimulate own development, along with simultaneous
contribution to the European space enlargement. The motives for such
orientation origin not only from common orientation that the whole domestic
economy engage more directly in the international goods flows, but from the
circumstances that, through more intensive approach and presence on the
international market, check own competitiveness, as well as technological and
organizational level of competence, in regard to the modern tendencies and
courses in the world.
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From Serbia, by signing the Agreement, but within the ratified international
contract, is expected to respect the set criteria, primarily ,,Copenhagen criteria”
and acquis communautaire (the EU acquis). Serbia has to define a goal, in
institutional and in functional sense, in order to become a full member of the
EU in the shortest time. Nevertheless, it is not realistic to expect the full
membership of Serbia in the EU, if there does not organize the national
strategy of social-economic development, by which would define direction of
active social-economic reforms. The upcoming political and economic
changes should be directed toward a successful finish of the started transitional
process and harmonization of regulations with the set requirements of the EU.

Table 1. Foreign trade exchange of agro-food products of Serbia and the
EU* member-countries, 2010-2013

(value in million USD)
2010 2011 2012 2013
Exp. Imp. Balan. Exp. Imp. Balan. Exp. Imp. Balan. Exp. Imp. Balan.
Austria 70.1 214 487 875 304 571 668 371 201 1070 433 63,7
Belgium 411 114 297 504 313 191 488 475 13 609 470 139
Bulgaria 578 180 398 474 275 199 469 351 118 329 490 -16,1
Cyprus 38 06 32 41 06 35 32 10 2.1 20 12 03
Czech 152 99 53 127 124 03 161 111 50 162 150 12
Germany 136.1 45 516 1955 1040 M5 1554 | 1108 46 1921 1084 837
Denmark 46 64 -18 50 95 45 22 97 715 29 63 34
Estonia 0.1 17 -16 0.1 29 28 01 2.8 27 02 22 20
Spain 28 206 -178 28 339 311 41 22 181 59 454 -395
Finland 12 03 09 13 03 1.0 13 02 11 L5 03 12
France 607 156 451 656 261 395 600 357 243 735 455 280
G.Britain 296 51 245 25 79 216 187 84 103 232 80 152
Greece 900 439 46.1 932 562 370 759 572 187 1003 726 27,7
Hungary 678 236 42 96 574 422 917 535 42 1123 934 189
Ireland 0.1 26 25 0.1 23 22 01 39 38 02 29 27
Italy 106.1 605 456 151,.2 800 712 1317 920 397 1666 979 68,7
Lithuania 02 04 02 07 09 02 10 10 0 03 19 -11
Luxemburg 0.1 0 0.1 04 02 02 03 01 02 03 10 02
Latvia 05 0 05 07 0.1 06 04 02 02 06 02 04
Malta 0.1 0 0.1 0.1 - - 01 - 0.1 01 - 01
Holland 413 349 64 259 412 213 379 560 -18.1 454 61,1 -1577
Poland 142 248 106 162 4.7 285 147 545 398 27 625 398
Portugal 02 05 03 06 04 02 07 05 02 07 07 0
Romania 2860 160 2700 3348 203 3345 5184 378 4806 2783 234 2549
Sweden 99 45 54 90 60 30 95 46 49 128 41 87
Slovenia 521 179 342 394 249 345 465 247 218 568 238 330
Slovakia 75 62 13 325 93 232 383 101 282 343 118 25
Total EU 1,09 | 4313 668 1296 658 638 13% 4 652 1351 831 520

Source: SORS, Foreign Trade Statistics, processed in SCC
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An optimal variant of the national strategy of social-economic
development is to make more dynamic the economic development and
trade by designing the sector strategies.

Development direction of the domestic agriculture, in sense of maximal
use of all its complementary advantages, is necessary to present in the
Development Strategy of Agriculture and Rural development. There puts
a question, in which extent the domestic agriculture, according to
organization and orientation concept, is in position to show competitively
on the EU market. The cooperation and exchange in the field of
agriculture cannot be observed out of a context of total relations, trends
and tendencies, which represents the obligation of agricultural producers,
but also the challenge.

What are the benefits?

Serbian integration into the EU and its agriculture should aim to increase
the total efficiency along with mutual benefits. There expects that Serbia
will also have great benefits from accession to the EU, in a way it will:

1. To enable free and unlimited approach to the unique agricultural
market,

2. To set up the system of veterinarian, phyto-sanitary and sanitary
measures, through respecting and implementation of standards on
health safety and food quality, and which provide comparably
safety to consumers and domestic producers on the domestic
market and on the foreign markets, whether it is about the EU or
non-EU countries, and

3. To provide significant financing resources, this will be directed
from the EU budget via the harmonized Common Agricultural
Policy and Rural Development Program.

Agreement on alteration and accession of the Free Trade Agreement
in the Central Europe — CEFTA 2006

The CEFTA 2006 is a modern and overall agreement on free trade in the
region of South-East Europe, which has replaced, in 2007, a net of bilateral
agreements between Albania, Bosnia and Herzegovina, Montenegro,
Macedonia, Moldova, Croatia, Serbia and UNMIK/Kosovo and has made a
unique market of 30 million consumers. The agreement was signed on
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December 19" 2006, and for Serbia the application has started on October 24™
2007. At the end of 2011 was ratified the additional Protocol on further
liberalization of trade in agricultural products between the CEFTA
members, which had no completely liberalized trade with agricultural
products with all CEFTA 2006 members, except with Croatia.

The trade with agricultural products of Serbia and Croatia was liberalized for
major of agricultural products. From the total liberalization were excluded the
most sensitive products, by which Serbia and Croatia had traded after the
principle of a symmetric quota with preferential tariffs or by the principle of
the symmetric preferential tariffs, without adequate limitations.

The CEFTA region has been, along with the EU member-countries, the most
significant partner of Serbia in trade with agricultural products. The goods
exchange has been characterized by a high surplus on Serbian side. A share
of trade with the CEFTA members in the total trade with agricultural
products in 2013 was amounted around 32%. In the foreign trade
exchange of agricultural products, Serbia realizes the highest profit
exactly in exchange with the CEFTA region. In the year 2013 was
realized a volume of agricultural products' exchange with the CEFTA
members — 1.390 milliards USD. Of that refers to export 1.084 milliards
USD, and to import around 303 million USD, where the surplus has
achieved a level of 778 million USD.

Graph 4. Foreign trade of agro-food products of Serbia and the region
CEFTA Agreement in the period 2006-2013
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Graph 5. Regional distribution of Serbian agriculture and food industry
import according to the European integrations
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The Free Trade Agreements with the countries of the Customs Union
of Belarus, Kazakhstan and Russia

The Free Trade Agreement with the Russian Federation was signed on
August 28™ 2000, and it has been applied since May 17" 2001 and was the
only agreement of such type which the Russian Federation had signed with
some country out of ex-USSR members. The free trade agreement with
Belarus has been applied since March 31* 2009, while the free trade
agreement with Kazakhstan has been ratified on November 30™ 2010 and is
still in effect since December 8™ 2010. The trade with agricultural products
generally is completely liberalized, except a small number of goods which
are on the free trade exceptions lists. There are three identical lists of the free
trade exception regarding import on the territory of the Customs Union and
three different free trade exceptions lists, when it is about import on the
Serbian territory. In harmonization with the protocols on the free trade
exceptions, Serbia cannot sell duty-free the following agricultural products
on the territory of the Customs Union: poultry, some types of cheeses, inulin,
white sugar, sparkling wine, ethyl alcohol and some alcoholic beverages and
cigarettes, cigars and cigarillos.
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When it is about the import in the territory of the Republic of Serbia, there is a
different situation from country to country of the Customs Union. For import
from the Russian Federation there is no limits, i.e. all agricultural and food
products import freely, duty-free. For import from Belarus, of the free trade
are excluded only white sugar, ethyl alcohol and some alcoholic beverages
and cigarettes, cigars and cigarillos. The list of the free trade exceptions in
Serbia from Kazakhstan is the widest and it comprises: some types of cheeses,
white sugar, sparkling wine, ethyl alcohol and some alcoholic beverages and
cigarettes, cigars and cigarillos. The free trade agreements with the Customs
Union's countries contribute to the attractiveness of Serbia for foreign
investors, by which open the preferential approach to the market of around
170 million consumers. Within the Customs Union is dominant the foreign
trade market of agricultural products with the Russian Federation (97% of the
total exchange), 96% of export and 99% of import. The goods exchange with
agricultural products is characterized by a significant increase of export and
surplus on the Serbian side.

Graph 6. Foreign trade exchange of agro-food products between Serbia
and the Russian Federation, 2007-2013

200 1
1504 @U3B0o3 [BEVYso3 OCanmo

189
165 164
160 A YV mumnonnma YCJ
140 4 129 118 120 132
120 A 108
100 79
801 55 65 57
607 35 33 3 3 i b
40 20 26 21
20
0 T T T T T T J

2007 2008 2009 2010 2011 2012 2013

Source: SORS, processed in SCC

On the Russian Federation market Serbia sells the most fruits and vegetables in
value of 129 million USD, dairy products in value of 20 million USD, wine in
value of 5 million USD, meat and meat products in value of 4.7 million USD
and fodder in value of 4 million USD. Individually observed, the most
represented products in export are: fresh apples in value of 71 million USD,
plums in value of 17 million USD, fresh strawberries in value of 8.2 million
USD, fresh peaches in value of 6.8 million USD and nectarines in value of 6
million USD. On import side, more than half of value from the realized import
refers to cigarettes in value 36.2 million USD, then fodder in value of 6.2
million USD and vegetable fats in value of 4.6 million USD.
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The Free Trade Agreement with Turkey

The free trade agreement with Turkey has been applied since September 1*
2010. The trade liberalization of agricultural products, unlike the industrial
products, is not comprehensive and refers only to the plant origin products.
Asymmetric quotas in favour of the Turkish side are arranged for totally 14
products: sea fish; chickpeas, hazelnuts, pistachios; figs, dried; oranges,
tangerines; grapefruits; lemon; raisins; apricots, dried; olive oil; tomato
conserved. The asymmetry in the favour of the Serbian side has been arranged
for 38 products, i.e. the group of products: wheat; maize, flour and soy grouts;
strawberries; raspberries and blackberries, frozen; roses, grafted and ungrafted,;
forest trees for planting; field plants; seed potato; cabbage; peas, fresh or
cooled down; beans and green beans, fresh; frozen peas, green beans and sugar
maize; vegetables, leguminous, dried; fruits: cherries and sour cherries, sugar
added; prunes; fennel seed; juniper berries; other spices; seeds for birds; sugar
beet seed; fodder crops seed; vegetable seeds; forest trees seeds; evaporable
non-ether vegetable oils, unprocessed; products for children's nutrition;
conserved cucumbers and pickles; sugar maize, conserved; fruit juices; soups
and thick soups; ice-cream; protein concentrates and textured albuminous
without milk fats, products for nutrition, unmentioned and others; wine. The
symmetric preferential quotas with the preferential levels on the approximately
same level have been arranged for eight products, i.e. the group of products:
tomato; leek and other onions; pepper; margarine; sugar products, products
based on cocoa, pastas, baked products and fine bakery products. The goods
exchange of agricultural and food products between Serbia and Turkey have
been characterized by a permanent deficit on the Serbian side, in average,
annually, around 30 million USD.

The Free Trade Agreement of Serbia with the EFTA countries

The free trade agreement with the EFTA countries (Iceland, Norway and
Switzerland, including Lichtenstein) was signed on December 17" 2009, and
the beginning of its application has started in October 1% 2010, when has
started its application with Switzerland. The basic agricultural products were a
subject of separate bilateral negotiations with every EFTA country, since the
EFTA states do not have a mutual agricultural policy. With Iceland, Norway
and Switzerland were signed separately the agreements on agricultural
products and were an integral part of the Free Trade Agreement. Each of these
agreements has two lists, which contain mutually approved concessions for
agricultural products between the Republic of Serbia and the EFTA countries.
As a rule, the mutually approved concessions are asymmetric in favour of
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Serbia. The mutual concessions for trade with treated agricultural products are
immanent in the Protocol A:

e EFTA countries have enabled Serbia the same approach to the market
as the EU members countries, which is the most favourable approach
approved to the third countries, which they sign the free trade
agreements with. The concessions for the treated agricultural products
on our side were approved by each signatory-country individually.

e  On the other hand, the approach of the EFTA countries to our market
of treated agricultural products was approved through a unique list,
which is common for all four EFTA countries. The concessions of
Serbia were given in form of elimination of customs duties for some of
the treated products and application of reduced tariff rates for some
treated products originating from the EFTA countries.

In accordance with decrees of the WTO Agreement on Agriculture, the
concessions for fishes and fish products were negotiated within the industrial
products in the Annex IIl. The EFTA Agreement countries have approved to
Serbia a duty-free access for import of fish and fish products, while Serbia has
approved the concessions for import of products from the chapter 3 (unique list
for all EFTA countries) in form of customs reduction in the period 2010-2014,
when the customs reduce to a zero, except for import of carps, where will apply
the preferential tariffs of 18% in 2014 and after. The trade with agricultural
products between Serbia and the EFTA countries is very modest and the total
exchange value ranges around 20 million USD. In the foreign trade exchange of
agriculture, Serbia realizes a positive balance. Dominant share in the total
agricultural exchange of Serbia with the EFTA countries has Switzerland.

Instead of conclusion
Development directions of Serbian agriculture and the expected results

A basic direction of agriculture and food industry's future development is an
optimal use and preservation of available production capacities, increase of
agricultural production size, change of production structure in favour of
intensive forms of production meant for export, the production of top-final and
top-quality products. The goal of such developmental direction is to settle the
domestic demand and a significant increase of top-quality agro-food products'
export. Development of agriculture in Serbia will be directed to modernization
and change of the production structure in direction of greater market orientation
and improvement of the total agriculture efficiency. The production and
technological restructuring and productivity growth in agriculture, as well as the
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greater competitiveness on the domestic and the world market should be based
on ecological, energetic and economic criteria. Serbia should be turned into the
area of traditional-conventional agricultural production. At the same time,
development of scientific-research work and application of the existing and
new knowledge and technologies will provide a significant increase of size and
efficiency of agricultural production.

Rapid changes of production structure, for objective reasons, are not possible to
carry out in short-term, but gradually, depending on how would be a recovery
process of Serbian agriculture and its, first of all, financial consolidation. That is
why suggests a step by step establishment of desired production structure, due
to increased proportion of livestock production, fruit growing, vegetable
growing and industrial plants'’. By strict execution of the development
program of agriculture, food industry and overall rural development, the
modern and industrialized agriculture and food industry would represent a base
for accelerated development of the total economy and would significantly
contribute to faster development of other industry branches and infrastructure.
Income, especially of the market producer in agriculture, should be above the
average income in other economy (which is characteristic for the EU), while
work in agriculture is much harder and more complex than the work in
industry. Around the year 2020, the agriculture in Serbia should satisfy the
domestic demand on higher and high-quality level and to ensure a foreign
exchange income of around 6 milliards USD, and around 2025, the foreign
exchange income of 9-10 milliards USD."?A significant part of the foreign
exchange income would engage for further modernization of agricultural
production, processing industry, irrigation, drainage, strengthening of a
husbandry and education of producers. Instead of the current 629.000 small
agricultural husbandries, in Serbia, around the year 2025, would be
approximately 400.000 of commercialized husbandries, with the average size
of 20 ha. Others would be farmsteads and small husbandries, which would be
important for natural consumption and market. There is especially necessary to
define the programs of specific production of flowers, young plants, production
of vegetables in plastic foil houses, poultry production (eggs and broilers), some
sorts of fruits, mushrooms, etc. In the structure of agricultural production, the
livestock breeding should have a dominant role, and the plant production would
base on utilization of newly-made high-yielding varieties, hybrids and grown

12 Jevti¢, S., Stankovié, V., Vuckovié, S.: “Export Growth of Agricultural Products as Factor of Agriculrtural
and Rural Development in Serbia”, Development of Agriculture and Rural Areas in Central and Eastern
Europe, 100th Jubilee Seminar of the European Association of Agricultural Economists, June, 21st-23rd 2007,
Novi Sad, Serbia.

'3 Stankovi¢, V.: ,,Competitiveness of Serbian agriculture export in terms of economic growth and sustainable
development®, Market, Money, Capital, no. 1, SCC, JanuaryMarch 2007, Belgrade.
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plants' genetic potential. In rural areas could be located around 35-40 industrial
activities connected to agriculture, where new work places for numerous
available labour from rural areas, and towns would stop to be over-populated,
with social problems. On the activities of export-oriented production of high-
value food, the production of baby beef, the large-scale (plantation) production
of medicinal herbs, the production of vegetables in plastic foil houses, then, in
rural tourism, as well as in stock market operations in sale of flowers and
vegetables, is possible to employ 200.000 of labour-engaged population, until
2020. At the same time, in other activities of industry, health care, education
and service sector (trade and rural tourism) would be engaged a part of the
labour-engaged population. In that way, life conditions would significantly
become equal with life conditions in town, and the orientation to a village and
agriculture would be more attractive to young, educated personnel.
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GLOBAL MARKETS TO 2020: FAPRI-MU OUTLOOK AND
POLICY IMPLICATIONS

William H. Meyersl, Kateryna G. Schoeder”

Abstract

Agricultural market conditions have changed significantly in the last
decade. Two recent price spikes in 2007/08 and 2010/11 to 2012/13
began an era of somewhat higher and more volatile commodity prices
that is expected to continue in the foreseeable future. In our paper we
analyze how such changes in market conditions have affected agricultural
policy developments in both European Union (EU) and United States
(US). We begin with a review of past policy evolution that took place in
these countries, and then look at recent reforms and prospects for policy
changes in the context of likely changes in the global market and policy
environment over the next decade. Since agricultural policies generally
evolve in response to internal and external pressures in a political
economy context, we provide insights on how the outlook for commodity
markets may influence the directions of policies in the EU and US.

Key words: European Union, United States, agricultural policy, CAP,
commodity markets outlook

Introduction

The policies of the EU and US have both evolved significantly over time
and were influenced by many domestic political, economic and cultural
factors as well as by international agreements such as the Uruguay Round
Agreement on Agriculture (URAA).
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The URAA and subsequent implementation of WTO disciplines
encouraged countries to convert support programs to less distorting
measures and to reduce the levels of support by some measurable
amounts. We will look first at evolving EU policies and then at those in
the US.

It is no longer easy to remember the days when there was little challenge
in conducting price analysis in EU markets, since prices were mostly
determined by government policy. Research in the EU might have
focused on why market prices in France and Germany deviated from the
policy prices, while those in the US studied the impact of EU policies on
US and world prices. That day is long gone, but for many of us it was
challenging to evaluate the effects of this policy on the external markets.
It is amazing today to look back on early work, for example, on price
transmission (Bredahl et al. 1979) and realize how much of the world
market was isolated from external price movements and how much of that
has changed over the last 30 years.

The EU was often the target of US and other exporter criticism during the
Uruguay Round trade negotiations because aside from destabilizing world
markets, the success of its domestic support had generated large surpluses
and growing export subsidies. Awareness of the growing costs and trade
concerns led to the first major EU-funded policy reform analysis
(Commission of the European Communities 1988) and many other studies
of the global impacts of changing these policies (Westhoff et al. 1992,
Meyers et al. 1998). Meanwhile, decoupled support policies were gaining
ground on both sides of the Atlantic (Phipps et al. 1990) and became an
integral part of the URAA. Continued enlargement of the EU as well as
growing production put increasing pressures on the EU budget and
stimulated further policy reforms.

In the case of the EU, the most distorting measures were the domestic
price supports and export subsidies. These have been reduced to almost
insignificant shares of the total expenditure (figure 1) and were largely
replaced by direct payments and more recently by decoupled direct
payments based on historical support levels and programs. Meanwhile,
expenditures on rural development programs have been gradually
increasing over time and stabilized at about 20 percent of total
expenditures. Total expenditures have also increased over time, partly due
to enlargement of the EU, and reached close to 60 billion Euro by 2013.
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Figure 1. Historical and projected evolution of CAP measures and expenditures
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The pattern of change in US policy measures is different but also shows
significant change since the early 1990s (figure 2). First of all, costs of
US programs are substantially lower but vary much more widely than the
EU costs, because the EU operates with a fixed budget, while the US has
had several programs that cost much more when prices are low and much
less or nothing at all when prices are high.

The largest shift in program design and cost came with the introduction of
decoupled direct payments in 1996, but insurance programs were
introduced about the same time and their growth has been another major
change in expenditures.

Conservation programs, which are dominated by the long term
conservation reserve program, have also been growing gradually, but they
are more likely to decline than to grow in the high price situation that
currently exists. The number of programs with highly volatile costs is
decreasing and, except for insurance programs, will be almost irrelevant
as long as prices remain high.
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Figure 2. Evolution of the US policy measures and expenditures
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Analytical approach and methods

We employ market analysis and quantitative assessment to look at the global
market prospects that have affected or can affect the evolution of US and EU
policies. The likely market context in which post-2013 US and EU policies
will be implemented is important. Ever since the price surges of 2007/08,
there has been a growing consensus among analysts that price levels and
price volatility will be quite different in the future than in the last decade or
so before this price surge. Except for the late 2008 prices plunge that proved
to be transitory, market prices have continued to be high and volatile
compared with pre-2005 behaviors (figure 3), and most projections of market
prices indicate a continuation of this picture. It is instructive at the beginning
to look at the causes of the sharp grain price increase in the 2012-13 crop
year and the price decline in the current marketing year. The primary cause
of the increase in prices in 2012/13 was a historically deep drought in the
Midwest that saw average U.S. corn yields fall by 16 percent (with
expectations of an even greater fall at some points in the year). This
contributed to a large decline in global grain supplies (table 1), at a time
when global stocks were already very low. Stock levels were low in part as a
result of the fact that the 2012 was the third consecutive year that corn yields
in the U.S. had been below trend.
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Figure 3. World Bank food, energy, metals price indices, 1/00to 7/13, 2005=100
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In the current crop year (2013/14) grain production had the largest increase
in recent memory, led by the recovery of corn production in the U.S. In
response, grain prices have declined dramatically. It is clear that much of the
price gyration was caused by simple supply and demand factors driven by
weather shocks. The fall in prices from the 2012/13 peak was not just
predicted by modeling institutions such as FAPRI-MU or the OECD, but
also by the markets themselves where futures markets have been anticipating
a similar fall in prices. Given the market fluctuations and uncertainties,
policymakers and a wide range of stakeholders in the food and agricultural
sector need timely, reliable, and research-based analysis to support improved
policy decision making. The approach taken by the Food and Agricultural
Policy Research Institute (FAPRI) to modeling and delivery of objective
analytical results grew out of this information need. The approach has
evolved over time, constantly being improved and refined. In fact, 2014
marks the 30" anniversary of FAPRI’s founding. The FAPRI approach to
such analysis and dissemination of results has evolved in a number of ways
during these years, including the application and further development of the
analytic approach in a wide variety of countries and organizations and within
FAPRI itself (Meyers et al. 2010).
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The analysis conducted by FAPRI evaluates the fundamental factors driving
demand, supply and prices in the future but also provides an estimate of
possible variances of these results.

Table 1. Grain production decline and rise, million metric tons

Coarse Grains | 2011/12 | 2012/13 *‘cl;f::l‘;? 2012/13 | 2013/14 (proj.) acl;ls;):;e
World 11540 | 11363 | -177 1136.3 1264.0 127.7
USA 323.7 286.0 377 286.0 369.4 834
FSU-12 787 69.2 95 69.2 89.0 19.8
EU 27 150.0 145.8 42 145.8 158.8 13.0
Wheat
World 697.2 656.5 -40.7 656.5 712.5 56.0
FSU-12 115.0 77.4 37.6 774 103.8 264
EU27and Aus | 168.0 156.3 117 156.3 169.9 13.6
USA 544 61.7 73 61.7 579 3.8

Source: USDA WASDE (April 9, 2014)

Across the different countries where these methods were applied, there are
common elements in the analytical approach but also differences in
application. The common elements of FAPRI models are:

1. Analysts use models as a tool to generate estimates of agricultural
commodity production, consumption, trade and prices, as well as the
corresponding farm income and taxpayer cost figures that policy makers and
stakeholders want. The projections typically span a ten year period.

2. Domestic and trade policies are modeled in explicit detail so that
realistic policy impact analyses can be conducted using variables that
represent actual policy instruments.

3. National prices of other country or regional models are linked to
world prices generated in the annual FAPRI world market outlook analysis.

4. The models are dynamic, partial equilibrium, multi-product, non-
spatial, econometric-based systems. That goal is to develop results that
realistically reflect how markets evolve over time and how markets are
interrelated.

5. Results undergo an interactive review process between modelers and
industry and/or government practitioners that improves the quality and
usefulness of the analyses, and

6. Major results are delivered in government briefings, academic
conferences as well as public venues.
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One of the approach’s strengths is that it is flexible enough to address
regional differences or the alternate policy objectives that clients might have
for the model. Partners have different requirements in terms of commodity
coverage, exposure to world markets, regional disaggregation or scale of
model. The FAPRI approach is very pragmatic. Statistical and econometric
methods are used where possible, but in many emerging market countries the
data is not sufficiently complete or available for enough years to do
sophisticated econometric estimations. In these cases we rely more on theory
and research results in other countries to determine behavioral parameters.
What is important is the capacity to correctly link commodity markets and
policies so that any impact of policy or external factor, such a yield change or
a world market shock can be traced though the different commodity markets
and through time to see the effects on all main markets, not just on the one
where the shock occurred. Once the analytical system is operational various
analyses and scenarios can be conducted. These follow a consistent
procedure. The baseline analysis has four main steps:

1. Economic models are used to capture the basic economic, policy and
technical factors that determine supply, demand, prices and trade of
commodities and their interactions;

2. Assumptions are made about the likely future paths of demographic
and economic factors, technology and agricultural policies;

3. Models are simulated over ten years to generate a baseline of market
outcomes;

4. If stochastic results are needed, a simplified system is simulated 500
times with random selections of stochastic variables such as yields, energy
prices, macroeconomic variables;

5. The result of these analytical steps is a baseline for the next five or
ten years that has a mean and also a distribution of the price and quantity
outcomes.

Policies are assumed to remain the same as in the current period, and crop
and livestock productivity are assumed to grow in line with historical trends.
The macroeconomic assumptions are taken from other sources or national
projections are used.

Market context for policy in the next decade

The FAPRI (2014) average wheat and corn price projections for the next
decade, as an example, hover around levels that are 50 to 100 percent higher
than they were before the 2007/08 price spike but also about $100/mt lower
than in 2012/13 crop year (figure 4). The pattern is somewhat similar for EU
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prices, but the path is dramatically impacted by the fact that the Euro has
appreciated by more than 20 percent since it was introduced in 2000 (figure 5),
so the price path from 2000 to the present in Euro (figure 6) is substantially
moderated by that change as well as increases in transport differentials
between Gulf Port and EU ports. Nevertheless, projected grain prices in the
EU remain well above pre-price spike levels throughout the projection period.
The same holds for projected oilseed prices (figure 4).

Figure 4. FAPRI projections of US FOB corn, wheat and barley prices
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Figure 5. The Euro appreciated and is expected to remain strong against
the dollar
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Figure 6. FAPRI projections of average corn and wheat prices in Euro
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Figure 7. FAPRI projections of average oilseeds prices in Euro
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It would, however, be a mistake to think that prices will not fall lower or go
higher in some years. A good example is what happened to corn price
futures as soon as the Ukraine — Russia crisis on Crimea occurred (figure 8).

Figure 8. Prices of corn daily quotes
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FAPRI analyzes such possible shocks by doing stochastic analysis that
allows a number of important factors to randomly vary from their means,
and in this case generate prices that are sometimes much higher or lower
than seen in the smooth average3 price projections. This is illustrated by

3 The reported average projected price is the average of the 500 stochastic runs.
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using FAPRI projection of US corn prices. Picking a few of the 500
draws shows they can deviate substantially from the average based on
yield or other exogenous variables that impact price. A few examples of
stochastic draws and the results are shown as an example (figure 9). When all
500 draws are assessed, there is a range of possible outcomes illustrated for
US farm price of corn in figure 10, where the price is expected to be between
the higher and lower bounds 80 percent of the time.

Figure 9. FAPRI projection of US corn farm price in 3 of the 500 outcomes
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Figure 10. Range of stochastic outcomes for US farm price of corn
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This is not the time or place to do a detailed market outlook discussion,
but the fact is that FAPRI-MU, USDA (Westcott and Trostle 2013), and
OECD-FAO (2013) all concur that we should expect the relatively higher
average price levels and higher price volatility we have experienced since
2007/08 to continue in the near to medium term. These assessments also
agree that there are two important new factors that will continue to
influence the direction and variance of commodity prices. These are the
closer linkage to energy prices through the growing influence of
bioenergy in crop demand and the higher frequency and severity of
weather events due to climate change. Though studies differ on the size of
impacts, the financialization of commodity markets may also increase the
short-term volatility of agricultural prices.

The issue of the Euro crisis is closely linked to the market price outlook but
also to the issue of budget constraints. Of course, as the Euro has weakened
by about 15 percent in the last year, largely due to the Eurozone crisis, it has
also impacted commodity prices. Essentially, the volatile exchange rates add
another layer of commodity price risk to the already volatile market price
situation. At the same time, the pressures to devote increased resources to the
Eurozone financial crisis may exacerbate budget constraints both in the EU
and in national budgets of EU members.

Results and conclusions

The pressures to change EU policy in the next financial framework (from
2014-2020) included budget constraints, interests in strengthening
environmental measures, and desires to reduce the disparity between
payment levels of new member states and the pre-2004 membership of
the EU-15 and to enhance the flexibility of member states to tailor
programs to their differing conditions. Changes in decision making
procedures with the enhanced role of the EU Parliament, the full
participation of the Post-2004 new member states and a Commissioner of
Agriculture coming from one of the new member states (Romania) were
also factors influencing the outcome. The impacts of the Eurozone crisis
and increased price volatility in global markets may be important as well.
Budgetary pressures were stronger than in the past, in part because the
CAP budget was decided in concert with the overall EU budget rather
than being set before the overall budget was decided, as has often been
done in the past. Not permitting the sequential “CAP first” budget process
is possibly a sign of weakening of the agricultural/rural interests relative
to other claimants to the EU budget (Meyers and Ziolkowska 2012).
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Several measures have been undertaken in the process of ‘greening the
CAP’, among others, cross-compliance, modulation, direct support for
bioenergy with rural development programs. However, the Common
Agricultural Policy is facing new challenges and the following measures
will be given more importance in the new post-2013 policy:

a) Extending biodiversity protection and reducing GHG emissions,

b) Supporting crop rotation as a way to reduce pesticide and fertilizer use,
c) Preserving at least 7% of the land for focus areas (buffer zones,
permanent grassland) to reduce GHG emissions.

A more notable pressure in this reform arises from the differences in the
direct payments across countries, which now range from €100 per hectare
in Latvia to €466 in Netherlands, disregarding the even more obvious
outlier Malta (figure 11). Despite the fact that these payments have
historic roots that reflect land quality, commodity mix, land use intensity,
production value and whether the historic or regional payment model was
used, there is still a perception of inequity in such large differences.
Different options for modifying these were considered, including setting a
minimum payment of 80 percent of the average, but a smaller change to
90 percent was the final result. As in many other examples, small
changes are more common than large ones.

Figure 11. Difference of direct payments across countries and the ‘90%
method’ of realignment
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Pressures for change in US policy also have a strong budgetary aspect,
because of the high priority to reduce the growing budget deficit. There is
also interest in Congress and among some farm lobby groups to shift
emphasis from decoupled payments to risk management programs if there
is any flexibility to increase any program at all. Finally, the political
gridlock in Washington, DC, has made it difficult to pass any new
legislation, so expectations for change are low. Both the US Senate and US
House of Representatives passed their own versions of new farm legislation
(FAPRI 2013), and these differences were finally resolved in early 2014 in
a Farm Bill that included provisions from each of those proposals.

The new measures save money by eliminating the decoupled payments
that were a fixed annual expenditure, and replacing them with new risk
management tools that may cost quite a bit in a very bad disaster year, but
on average are less costly than the direct payments. Neither the US nor the
EU are strongly pressured by WTO negotiations at the moment, partly
because negotiations are stalled and also because prices are so high that it
would be relatively easy to comply with the proposed cuts in support and
protection that are in the latest proposals for discussion.

So it is most likely that changes in both the US and EU policies in the
next few years will be relatively gradual and driven mainly by projected
market conditions and budgetary constraints rather than by any bold
vision or any international agreements or disciplines. It is also not clear if
the tendency will continue to be toward less distorting support but the
budget expenditures are likely to be lower.

We can conclude that the kinds of reforms being introduced by the EU for the
next financial framework are not likely to have large price or trade impacts in
either direction. The measures that increase production cost or slow the rate of
technology adoption, such as increased environmental conditionality in the
CAP, can be expected to slow the growth of exports and/or increase the growth
of imports. The magnitude of these impacts, of course, will depend on how soft
or hard these environmental constraints would be. In the case of the US, there
are also relatively small market impacts implied by FAPRI analysis. It seems
likely that trade growth will be more significantly influenced by world demand
growth and new or expanded bilateral or multilateral trade agreements than by
changes that occur in the CAP or US policy.
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For the future, the continuation of relatively high and volatile prices gives the
signal to government policy makers and farm lobby groups that price support is
less important than in the past, and measures to manage risk are likely to be
more important. A more subtle change in emphasis in both the EU and US
policy is moving away from decoupled income support payments that are based
only on historical entitlements and toward measures that relate somehow to
production practices, such as greening measures and discretionary coupled
payments in the EU and risk management in the case of the US that depends to
some degree on price or production.

Swinnen (2009) reviewed studies of the political economy of agricultural
protection in the 1980s and 1990s and the question still remains as to
what are the factors behind these observed patterns. The political
economy approach views decisions as rational responses to all the
pressures from an array of interests in society, given the way institutions
of government and of stakeholders are organized at that time in that
country. Some of the main factors identified by political economy theory
and public choice models are:

a) Individual preferences of the citizenry

b) Differing ability of stakeholder groups to organize effectively

c) Collective action by lobby groups

d) Preferences of politicians or interaction of lobbies and politicians

e) Political institutions and ideology (e.g. US Congress vs

European Commission as decision maker).

The many factors that combine to influence the path of policy evolution
over time and space are much more complex and interconnected then we
have elaborated here. The important lesson is that different policies in
different countries and in different time periods are the consequence of
numerous economic, political, social, institutional and cultural factors that
interact with each other. There are also factors external to every country
that usually play a role, and these include trade, trade agreements and
international institutions and, as we have emphasized here, the current
market conditions and expected market developments in the future.
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WINE TOURISM ROLE IN THE REGIONAL DEVELOPMENT -
PRAHOVA COUNTY CASE STUDY

Adrian Nedelcu', Tatiana Papic Brankov’

Abstract

The prior European experiences in the regional development field have
proven that the integrated approach of economical, social and
environmental problems of the hill regions represents a successful
method in solving these problems, in perfect harmony with a sustainable
development. In the case of Dealu Mare region, the development was
represented by the support of the Romanian wine heritage reorganisation
activity, which has an impressive history, rich cultural traditions related
to wine, for the purpose to highlight the important potential regarding the
wine-growing tourism development in Prahova County, factors which
enhance and motivate this new type of tourism. The study considers also
the planning of a theme roads circuit in the Dealu Mare region,
emphasizing the parameters analysis necessary for the successful
organisation of a circuit. Prahova County has a big potential regarding
the wine-growing tourism development, but the absence of a specific
brand and a modernised infrastructure in the last five years hinder the
capitalisation of these factors.

Key words: fourism, wine tourism, wine growing potential, sustainable
development, wine growing centre, wine cellar.

Introduction

A national importance field, a priority in the Romanian agriculture
sustainable development strategy, mainly hill and sandy areas, is
represented by the wine sector, which can contribute to the rediscovery of
Romania, as a potential touristic destination which offers by means of
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wine growing tourism a large range of experiences, quality holidays and
also business opportunities (Government Decision no. 1432 regarding the
measures and regulation instruments of the wine growing department,
published in the Official Gazette, Part I, no. 1059/November 260 2005).
On the territory of Romania the wine growing is an activity practiced ever
since the beginning of time. The material evidence found in Dobrogea
and exhibited in the Vineyard and Wine Museum from Murfatlar, but also
the written evidence left by Ovidiu, the Roman poet (exiled in 8§ A.D. at
Tomis — Constanta), where he has written in runes different aspects
related to the wine culture, attest the culture practice age, ever since two
and a half millenniums. Herodot evokes the presence of this wine culture
in the Intra-Carpathian region ever since VI B.C., and later, Strabo said
about the Gaeto-Dacians that they were great growers, a proof being the
resistance in time of vine growing terms of Dacian origin (grape, grape
wine, free run grape juice).

Wine culture and wine production continued to exist even after the
Roman troupes and administration have left Dacia (in 271, during
Aurelian emperor) when all this time the vine culture has become the
main occupation, representing the fundament of the Dacian-Roman
existence in the Carpathian regions. During the period when the space at
the north of the Danube was crossed by migrating people, the attachment
to this miraculous plant by its capacity to survive harsh conditions, has
grown even more, becoming for its inhabitants a symbol of constancy and continuity.

In the course of time, the wine culture in the Carpatho-Danubiano-Pontic
area has accentuated its particular features, differentiated on vineyards,
types of the grape wines well adapted to the local conditions, culture
practices for different regions were set up (especially for types of cuts and
the guidance of grape vines), the specific qualities of wines were
accentuated. The introduction of hybrid direct producer (HDP), resistant
at diseases and pests, represented one of the measures taken at the
phylloxera attack, identified for the first time in Romania in 1880, at Arad
and officially chronicled in 1884, at la Chitorani (Prahova County),
flagellum which has destroyed almost entirely the wine culture heritage,
besides the plantations which were on sandy areas.

After December 1989, the viniculture and the wine production industry
suffered important changes: the wine cultures have become almost totally
the property of grape growers; in order to obtain quality wines accepted
un the EU, the hybrid varieties of wines were replaced by noble varieties
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(France has turned operational these provisions for the replacement of
hybrid varieties of wines by noble grape wine ever since 1935); The start
of new wine plantations with noble recommended varieties, which
capitalise best the environment conditions and valorise at the highest
degree the quality and production potential in the culture limits set by the
national law up to the regional administrative town.

In the first international viniculture statistic, Romania hold in 1876 a
surface of 97.386 ha and a wine production of 946.347 hl, and in 1982 the
surface was increased up to 299.872 ha, and after the integration of
Romania in the European Union (January 1* 2007) the viniculture surface
has decreased up to 183.200 ha (2012), but it sensed a great series of
adjustment and reorganisation actions which lead to structure and quality
changes for the purpose of creating a better and sustainable viniculture by
means of: introducing domestic varieties (50% of the total viniculture
surface); increasing the number of wines with controlled designation of
origin (DOC); increasing the number of red and aromatic wines in the
total of viniculture production; the promotion of wine consumption; the
consolidation of wine producers association in order to create viable
viticulture exploitations, eligible for the communitarian financial support.

Prahova county is an important wine-growing area (8,400 hectares, 4.6%
of the total area of vines plantations in Romania, 13.9% of the Muntenia-
Oltenia wine growing region) with a noble wine production of 208.157
hl, in 2012 (10,4% of the noble wine production of Romania), with an
impressive historical background and rich cultural traditions.

Prahova County is part of the South-Muntenia Region, economical
development region situated in the south of the country, which surrounds
Bucharest-Ilfov region. In the south of the region, the Danube River is a
natural border with Bulgaria, offering the opportunity to communicate
with the eight riparian countries, and through the Danube-Black Sea
channel to exit towards the Black Sea and have therefore access to
Constanta Port - main maritime gate of the country (the most important
port in the Black Sea and the fourth largest in Europe). The South-
Muntenia Region covers an area of 34,489 square kilometres (the third
largest regions out of the eight development regions of Romania) and has
a recorded population of 3,379,406 inhabitants (the second largest
population, after the North-East Development Region).
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By its geographical position, Prahova County plays an important role in
the economical and territorial cohesion at regional and national level and
may become part of an economical development axis at the national level
consisting of urban areas like Bucharest, Ploiesti and Brasov. In this
context, tourism is the glue that connects the economy, urban and rural
civilization, a huge potential which does not only challenge the
development of urban space, but also the countryside. For Prahova
County, the wine tourism can bring significant benefits to local
communities in the Dealu Mare vineyard area by improving business
competitiveness/companies by responding to social needs and the
preservation of cultural and natural environment.

This geographical configuration, plus the existence and specific
manifestation of an amount of socio-historical and economic conditions
has facilitated the insertion and adaptation of the active human element,
with direct involvement and at varying degrees in the offer and the
tourism phenomenon characteristics present in the Dealu Mare region.

Methodology

The study herein tries to emphasize the role of wine tourism in the
sustainable regional development of the hill area in Prahova, where the
two traditional activities (viniculture and wines production) can offer a
better balance of the economical, social and cultural development, by the
special diffusion of growing impulses generated by the important
viniculture centres of Dealu Mare vineyard (Valea Célugdreasca, Urlati,
Ceptura, Tohani), as long as these accomplishments are correlated with
real development opportunities, respectively the attenuation of causes
which are part of the different dysfunctions observed. In order for the
capitalization of the attractive resources of Dealu Mare wine region and
their integration into tourist circuits to have a logical motivation and a
genuine support base it requires that the inventory process of attractive
resource in the analyzed area to be doubled, which represents a necessity
and an objective in order to have a radiography of weaknesses and
strengths that can guide the regional development strategies in full
correlation with actual needs and possibilities of the local communities
and concrete ways to support the wine tourism at different levels of
decision.

Qualitative methods were used, the observation method, analysis of
documents, bibliographic sources consultation, of the law. In order to
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obtain data about the viniculture heritage of Prahova County and
Romania, or in regards of the wine tourism we have used the exploratory
research method. The processed data coming from the Ministry of
Agriculture and Rural Development (MARD), the Association of Wines
Producers and Exporters of Romania (WEPA), National Inter-
professional Wine Organization (ONIV), the National Vine and Wine
products (ONVPV) plus the bibliographic resources.

Wine tourism development

Currently, wine tourism is one of the tourism forms which quickly
integrated and adapted to the global tourism market requirements. The
need for knowledge and analysis of this tourism form has emerged as a
result of tourism demand change in favour of the tourism in nature and
discovering local traditions, along with wine tasting and knowledge
regarding the wine production technologies. The dynamism of this
tourism form is supported by the wider spread at international level, both
in the Old World, and especially in the New World, out of which the wine
regions have substantial benefits.

The wine tourism focused on local wines, traditional food and different
tastes of tourists, is associated with the concept of holiday, leisure and at
it forms its shape according to the wine quality of the wine region, service
quality and good infrastructure in the field. The new concept of wine
tourism includes the direct experience of travelling to wine regions,
guided tastings, vineyards, cellars and wineries visiting, or deeper
knowledge of production techniques.

The wine tourism includes a wide range of activities: day trips or longer
stays, relaxing in a picturesque natural landscape and visiting vineyards
and cellars, wine tasting, wine purchase, traditional products consumption
and sale, culinary combination with gastronomy, attending wine seminars,
vineyard collection, attending wine events (holidays, festivals, etc..),
other complementary cultural and ecotourism activities or familiarity with
rural lifestyle and history of the local community.

The history of wine tourism marks as a starting point the beginning of the
nineteenth century when visiting vineyards becomes a part of the travel
destinations enjoyed by the aristocracy and nobility of the century. Later,
somewhere in the middle of the nineteenth century, the wine starts to
become a primary motivator for organized travel packages and thus the
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wine producing regions become important tourist attractions, where an
outstanding contribution has had also the legal protection of wine from
certain appellations, conferring wines identity and especially uniqueness.
In Europe, the wine tourism was often associated with official wine routes
and roads (Hall et al, 2000). Wine Routes were a significant tourism
activity since 1920 in Germany (Rhine valley with spectacular views
from the boats, of the vineyards and winegrowers villages with wonderful
medieval architecture), Alsace, Burgundy (where the first Grands Crus
wine road was inaugurated in the Cote de Nuits wine region, in 1934) and
Champagne in France, and later to the New World in California - The
Napa Valley Wine Train, South Africa - Stellenbosch Wine Routes,
Australia - Tamar Valley Wine Route (Manila, 2013). The share of wine
routes increased once the wine producers have facilitated the access to
their properties to tourists through mutual cooperation with hoteliers,
restaurant owners and local authorities. In Romania, where vines, wine
production and consumption are directly related to the history and cultural
traditions of its people, this form of travel is launched in 1999 by
Halewood Romania® group the group which owns six modern wineries
with special reception areas for tourists, for wine tasting, restaurants,
some with accommodation, wine museum or winery outlet (Cellars4 and
Rhein Azuga Guesthouse), visited annually by about 15,000 tourists (out
of which about 40% are foreign tourists arrive in organized groups from
Germany, Great Britain, China, Russia, Japan, USA, Israel).

Most definitions of wine tourism refer to the motivation to go on
vacation, to make a journey, to experience and learn new things. Hall and
Macionis (1998) defines wine tourism as “visitation to vineyards,
wineries, wine festivals and wine shows for which grape wine tasting
and/or experiencing the attributes of a grape wine region are the prime
motivating factors for visitors”. Other authors argue that wine tourism
development involves a marketing development and strategy planning

3 The Halewood International Ltd Group, the biggest independent house which produces and
exports wines and alcoholic drinks from Great Britain, undertakes in 1999 Prahova Cellars and
sets up Halewood Romania with three subsidiaries: Halewood Domains, with activity based on
viniculture (administrating over 400 hectares of wine grapes plantations in three regions — Dealu
Mare, Murfatlar and Ciumbrud-Aiud; Wine cellars Halewood with activity based on premium
wines production with a capacity of approximately 42.000 hl and Halewood Romania, specialised
in the sales of Romanian wines in over 40 countries in the entire world.

# Rhein Cellars represent the oldest location in which sparkling wine is produce ever since 1892,
without interruption according to a traditional method, presently, as in the interbelic period, ,,The
Supplier of the Royal Court of Romania“ for still and sparkling wines.
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(Getz et al.,, 1999). Getz et al. defines wine tourism from three
perspectives: the strategy of attracting visitors, the consumption form and
the opportunity for cellars to educate customers and sell wine directly
from the manufacturer. In the “Strategy of Western Australia wine
tourism strategy” launched in 2000, wine tourism is defined as ,,...travel
for the purpose of experiencing wineries and wine region and their links
to lifestyle. Wine tourism encompasses both service provision and
destination marketing“. Considered as one of rural tourism forms the
wine tourism has experienced valuable initiatives, including
environmental protection measures, the creation of wine routes circuit,
tourism wineries and wine development centres.

Analyzing all these definitions, we can say that wine tourism includes
three components: visiting vineyards by the connoisseurs for scientific
purposes and wine buyers come to transact business (business travel);
vineyards visiting in order to understand the wine preparation process for
its guided tasting, perceived as a promotional activity, by means of wine
growers funding to encourage sales and increase customer loyalty
potential on a long-term; wine road - the road circuit with a well-defined
topic and attractive geographic dimension and a remarkable cultural heritage.

Wine road

The interest for thematic routes feels an accentuated increase marked in
Western European developed countries, after 1970. The period coincides
with the “tourism boom” and the development of mass tourism, becoming
more specialized and better developed to meet a very diverse clientele.
Also there is the need to customize the tourist offer according to the social
group preferences and tastes, which led to the definition of themed roads
as attractions with “thematic” character. Together with the increase of
their importance for tourism activities, they were treated with more and
more attention at the international, national, regional and local level.

The themed tourist routes are developed in countries with well-developed
tourism, known by international performances and which have agreed to
speculate the presence of natural and human resources in order to
diversify the tourism offer. They can offer development models for other
countries that have similar resources. Thus, France is internationally
recognized for Wine Road in Champagne-Ardenne and Alsatian Wine
Road, the latter being considered a model for planning a wine route in
Dealu Mare vineyard.
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Wine Road project initiated and conducted in 2004 by the Prahova
County Council, as a pilot project within the National Programme
“Romania — The Country of Wines” reissuing a segment of an old wine
route used by the Romans. This theme route has a length of about 58 km,
which has absorbed 100 million euros in the ten years of operation,
throughput 14 localities: Tohani, Mizil Ceptura, Urlati, Jercalai, Varbila,
Valea Calugareasca, Bucov, Boldesti-Scaieni, Zamfira, Plopeni, Baicoi,
Floresti, Filipestii de Padure. The Wine Road in Prahova highlights a
multitude of regional features and a distinctive touch by combining the
natural, cultural and social factors, something that makes it unique.

A Trip on the Wine Road in Prahova offers the tourist a lot of new and
unexpected experiences, and allows tourists to explore a wealth of natural
and cultural aspects of the landscape wine. The basis of a brand in the
Dealu Mare region, of a successful wine cellar (Budureasca, Halewood,
SERVE, Rotenberg, Basilescu) is to promote the wine region and
Romania as the country of wine origin.

The criteria which were the basis for achieving the Wine Road in Prahova
as a touristic theme pilot road were:

- the balanced spatial distribution of viticulture lands in the area, based on
existing wine centres (Valea Calugareasca, Urlati, Ceptura, Tohani),
covering functional an extended area of influence;

- the strategic position near Bucharest (60-90 km) and easy access to the
region from Otopeni and Baneasa airports;

-the location in the proximity of European and national roads, providing
relationships with other major touristic poles (Transylvania and Danube
Delta) favourable positioning to A3 highway, E60 - artery considered as
having the densest traffic in Romania, especially on Bucharest-Ploiesti-
Brasov segment, where annually the traffic varies between 6,000,000 and
10,000,000 vehicle passages, ES77 and ES85, providing an economic
development ,,engine” (fig. 1);

- the recognized wine traditions and tourism resources diversity;

- the strong potential to attract investors in developing centres;

- the strong research, development and innovation capacity (Research &
Development Institute for Viticulture and Winemaking Valea
Calugareasca, Petroleum-Gas University of Ploiesti);

- the co-existence of local partnerships (GAL) in rural counties wine and
grapes growing between Prahova and Buzau.
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Figure 1. Geographic position of Dealu Mare vineyard
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Source: CJ Prahova, Available from:

http.//www.ciph.rofindex.php?_init=global.pol_crestere& (Accessed at 26 Feb

2014).

The Subcarpathian territory of Prahova region has the specific feature of
vines and fruit trees growing, due to the geographic feature of the area,
the climatic conditions, terrain and old traditions in the field. The tourism
potential of the region is exploited also by another road theme — The Fruit
Road, complementary to the Wine Road, an ambitious project launched
by Prahova County Council in 2010. The Fruit Road, as The Wine Road
promotes the agro tourism practiced and developed with specific products
and traditions of the area. This tourist road is 64 km long, where the
beauty of the natural, historic and architecture heritage blends
harmoniously connecting 18 towns of Prahova: Starchiojd, Batrani,
Posesti, Drajna, Valenii de Munte, Teisani, Slanic, Alunis, Varbilau,
Dumbravesti, Brebu, Scorteni, Telega, Campina, Poiana Campina and
Breaza, located in the Carpathian foothills, north of the wine belt and has

28 tourist stops.
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Romania’s wine and grapes growing heritage

Wine tourism in Romania is based on vines cultures, a traditional activity
of great economic importance, harmoniously developed as a result of
favourable natural conditions which are present throughout the country,
especially in the hills area in the eastern and southern Carpathians.

The viticulture has been practiced in Romania ever since the earliest
times, in almost the entire country, from the Danube, in the south, up to
Botosani and Maramures Counties in the north. Romania is today among
the wine producing countries in the world, with a surface that rose in
2012 up to 183,200 ha, out of which 96,225 ha with noble varieties and
86,975 ha hybrid varieties. On an international scale Romania stands after
countries which cultivate 400,000 hectares in countries like: Spain, Italy,
France, Turkey, China (Table 1).

Table 1. Main wine growing countries of the worlds

Cultivated surface (ha)
No. Country
Average 1996-2000 2010
1 Spain 1,184,000 1,165,000
2 France 915,000 852,000
3 Italy 909,000 840,000
4 Turkey 584,000 517,000
5 China 376,000 470,000
6 U.S.A. 218,000 398,000
7 Iran 274,000 330,000
8 Portugal 257,000 246,000
9 Argentina 253,000 227,000
10 Romania 208,000 207,000

Source: OIV — International Organisation of Vine and Wine, Available from:
http.//www.oiv.int/oiv/info/enstatoivextracts2 (Accessed at 15 Mar 2014).

Romania, wine growing country, member of the International
Organisation of Vine and Wine (OIV) ever since 1927, it has an extensive
wine heritage on 183,200 ha in 2012° (1.4% of agricultural land), ranking
5™ in Europe, after Italy, France, Spain and Portugal.

5 In the first international wine statistics, Romania had in 1876 a vines area of 97,386 ha
and 946,347 hl wine production, and in 1982 it increased to 299,872 ha, since 1989 an
ample recovery and structure reorganization but also qualitative mutations took place in
order to develop an efficient and sustainable viticulture by: the introduction of
indigenous varieties cultures (50% of total area), increasing the number of wines with
designation of origin (DOC), increasing the number of red and aromatic wines and the

81


http://www.oiv.int/oiv/info/enstatoivextracts2

The viticulture has developed continuously, becoming one of the major
branches of agricultural production. Vines are grown, especially in areas
traditionally devoted to this activity, especially in the hills area situated
on sands, and on other lands with favorable conditions, known viticulture
areas which are subject to territoriality. Counties with higher share in the
country's vineyard area planted with noble vines like: Vrancea, Buzau,
Galati, Constanta, Prahova and Iasi (Table 2).

Table 2. Main counties with noble viticulture cultivated surfaces (2012)

No. County Surface (ha) profi}lfz‘ngn t) Wine p(ll'l(;;luction
1. Vrancea 17,020 100,500 414,590
2. Buzau 8,312 58,184 351,853
3. Galati 8,233 22,943 145,368
4. Constanta 7,502 41,274 191,749
5. Prahova 6,867 19,694 208,157
6. Tasi 5,750 29,900 191,360
7. Vaslui 3,676 19,116 60,220
8. Dolj 3,592 4,900 25,970
9. Tulcea 3,478 8,241 34,584
10. Timis 3,376 34,422 66,452

Source: Ministry of Agriculture and Rural Development, Available from:
http.hvww.madr.ro/rohorticulturaviticultura-vinificatie.html (Accessed at 12 Feb 2014)

The vine plantations according to the Law no. 244/2003 (revised in 2007)
of vineyard and wine are grouped according to the region in: wine areas,
wine regions, vineyards, wine centres and wine lands. In Romania
viticulture focuses on 8 wine regions (Fig. 2): the Transylvanian plateau,
the hills of Moldavia, of Muntenia and Oltenia, Banat, Maramures and
Crisana hills, Dobrogea Hills, and Danube terraces and sands regions,
also other favourable lands in the south of the country. These regions
include 37 wineries and vineyards about 171 centres which produce a full
range of wines (Oslobeanu M. et al., 1991).

total wine production, promoting the consumption of wine, strengthening the association
of wine producers to create viable farms eligible for community financial support.
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Figure 2. The geographical distribution of the wine growing districts
from Romania and their framing among those from European Union
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Source: Soare Ilonica et al, Viticultural potential and wine tourism in
Romania — Journal of tourism, Suceava, no. 10, 2010, page 69.

Romania has a varied wine selection, out of which over 100 are old
varieties, native, known for their quality also at international level. Out of
the old varieties, 60% are white wine varieties Feteasca alba, Feteasca
regala, Tamaioasa romaneasca, Grasa de Cotnari, Galbena de Odobesti,
Busuioaca de Moldova etc.), and 40% red wine varieties (Feteasca neagra
- considered the pearl of Romanian viticulture, Babeasca neagra,
Cadarca).

Regarding the assortment of wine grapes, in 2009, the first 12 varieties
grown were Feteasca regala — 7,4%, Feteasca alba — 7,3%, Merlot — 6,4%,
Riesling — 4,2%, Aligoté — 3,9%, Sauvignon — 2,3%, Cabernet Sauvignon
2,2%, Muscat Ottonel — 2,0%, Babeasca neagra — 1,8%, Roaioara — 1,6%,
Feteasca neagra — 1,0% and Tamaioasa romaneasca 0,7%.
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Table 3. Noble Vines cultivated surface with fruit, for wine grapes
varieties, in Prahova County, in 2012

No. Noble w1.ne. grapes Surface (ha) %
varieties

1 Merlot 2.315 33,7
2 Feteasca alba 724 10,5
3 Cabernet Sauvignon 676 9,8
4 Feteasca regala 628 9,1
5 Feteasca neagra 557 8,1
6 Sauvignon 339 4,9
7 Burgund mare 288 4,2
8 Muscat 263 3,8
9 Riesling italian 260 3,8
10 Pinot noir 173 2,5
11 Tamaioasa romaneasca 122 1,8
12 Muscat Ottonel 82 1,2
13 Chardonnay 78 1,1
14 Syrah 50 0,7
15 Pinot gris 41 0,6
16 Busuioaca de Bohotin 21 0,3
17 Aligoté 21 0,3

Source: Ministry Of Agriculture and Rural Development, Available from:
http.//www.madr.ro/ro/horticultura/viticultura-vinificatie.html  (Accesed
at 12 Feb 2014).

The favourable soil and climate conditions have allowed since the
nineteenth century the introduction of grafted vines imported cultures,
especially noble varieties like: Merlot, Cabernet Sauvignon, Pinot Noir,
Chardonnay, Sauvignon blanc, Pinot gris, Italian Riesling, Muscat
Ottonel and since 2006, in Dealul Mare vineyard the Syrah variety is
introduced (originally from France, marked by a strong taste, fragrant and
aging potential) today extended over an area of 50 ha (Table 3).

Prahova County, a member of AREV (Assembly of European Wine
Regions) together with three counties in Romania (Alba, Arad and
Vrancea), can claim that it has a great potential to become a leading wine
tourism region in Eastern Europe; If we consider also the fact that Dealu
Mare region is on the same parallel as Tuscany and Bordeaux wine
regions, it has all the natural factors to approach the best practice for this
type of tourism, an average term perspective, and in the past seven years
it has become a name in the wine sector both at national and international
level. Prahova county vines planted area represents a true heritage of
great value if we consider that 1 ha of vines is economically equivalent of

84


http://www.madr.ro/ro/horticultura/viticultura-vinificatie.html

8 ha grain crop. Prahova wine region consists of three cities (Mizil, Urlati
Boldesti- Scaieni) and 8 villages (Gura Vadului, Calugareni, Vadu Sapat,
Fantanele, Ceptura, lordacheanu, Valea Calugareasca, Bucov) we wish to
achieve the territorial development by a strategic view conceived on a
large scale (including also the Growth Pole Ploiesti- Prahova), integrating
the three dimensions - economic, social, cultural, recognizing that this
development is based on people and communities (figure 3).

Figure 3. Strategy vision of development of Dealu Mare region

<STRATEGY VISION >
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The main objective of development is to strengthen the unity and
efficiency of the rural economy, ensuring the harmonious development by
reducing disparities between different communities and in particular to
support the most disadvantaged, viability of regional development
projects is reflected primarily by their ability to attract and fix resources,
especially financial ones, but also human and technological, etc. An
example is the two themed roads the Fruit and Wine Road - Prahova
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which have polarized more investment (photovoltaic parks, area replanted
with vines, modern European wineries equipped with the latest
equipment, refurbishment of monasteries, mansions and old wineries XVI
-XVIII centuries, tourist accommodation structures boutique type hotel,
hostels, rural catering specific cellar type etc.) totalling more than 100
million euro. On the other hand, the projects are viable to the extent that it
involves local resources and energies so that the long-term development
to be endogenous and answer the third principle, namely the principle of
sustainability (durability).

The rural communities in the region have several factors that may be
conducive to the further development of this wine region in Prahova. One
of them is agriculture, mainly in combination with related economic
activities or tourism (agro tourism) remains the main economic activity,
the “engine” that enables the development of all local communities, and
the crystallization of a cohesive economic region more competitive and
balanced that can make a major contribution to sustainable regional future
development. The Prahova County territory of Dealu Mare vineyard is
least developed in comparison to rural tourism and agro tourism, two
alternative income generating activities, which provide opportunities for
rural areas development, because of the single vineyard landscapes, areas
of semi-extensive hospitality of rural inhabitants. But one of the most
important elements that can be a factor in the development of tourism in
the region Dealu Mare area is precisely this divine drink, which occupies
an important place in the local economy and generate indirect effects in
other sectors of the local economy, stimulating profitable activities (hotels,
restaurants, transportation network, craft activities, service guides etc.).

Conclusions

The wine tourism, seen as a traditional form of tourism, while dynamic
and alternative can make a major contribution to local and regional
development. This is why the rural area is considered, rightly, as the
depository of resources for a new beginning of a new economic thinking.
In this sense, the viniculture sector is an area of national importance, a
priority in the sustainable development strategy of the Romanian
agriculture sector, which can contribute to the rediscovery of Romania as
a possible tourist destination, and the multiplication of interest in the
Carpatho-Danubian-Pontic space. The same viniculture sector offers a
wide range of experiences through cultural, rural and wine tourism, active
holidays and even business opportunities. Tourism creates locally, a better
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use of the natural and cultural heritage, contributing to the number of jobs
increase in both tourism sector and in other auxiliary sectors, services and
management of local resources. The position of wine tourism as one of
the forms of tourism with broad prospects for development in Dealu Mare
region is thoroughly supported by the presence of a background
picturesque landscape with a variety of cultural-historical values, folklore
art, ethnography, folklore, traditions or archaeological remains.
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ROMANIAN BALNEARY TOURISM PROSPECTS IN THE
CONTEXT OF SERVICES GLOBALIZATION

Adrian Ungureanul, Aleksandra Tesi?

Abstract

The balneary tourism is the only form of tourism in our country based on a
permanent potential, a very complex and practically endless one. Romania is
among the European countries with an outstanding spa background. It is
possible that a third of the thermal and mineral waters on the continent should
be on the territory of our country. This value is stressed by the complexity of
natural factors, namely the existence in the same resort of the main
environment factors, together with a wide range of medical mineral
substances, with beneficial poly-factorial effects and by the existence in
Romania of all types of spa mineral substances that can be used in the whole
range of spa treatments.

Key words: tourism, balneary tourism, health resorts

Introduction

As the tourist services are concerned, Romania has a good ground for
development, both in the domestic market and for the export of such services.
Having an outstanding natural potential, Romania must become a country
which exports tourist services. The service export can bring a positive
contribution to the commercial balance and the current account, but also to the
rise of GDP and, implicitly, to the increase of income for the population. It is
difficult to measure the total volume, as the public statistic analysis refer
especially to the export of such services, namely the consumption generated by
foreign tourists in Romania. In 2008, Romania’s GDP reached the value of
137 billion Euros, whereas in 2009 and 2010, because of the collapse of the
national economy, the GDP fell to 116.3, respectively 119.8 billion Euros. Not
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until 2011 could Romania’s GDP have a slight rise, as compared to the
previous years, being of 122.7 billion Euros, which does not reach yet the
GDP of 2008. The increase of the international tourism is based both on the
increase of the population income and on the easiness of access in the
entertainment locations (both the travel duration between the country of origin
to the country of destination and also the duration of travel within the
destination country, between the main tourist areas). We must not forget about
the safety perception, the hospitality or the service quality — the comfort of the
accommodation units and the readiness in the food units.

Being the last among the 27 member states of the European Union, with 2.5
million night stays and with returns of $1.3 million, respectively $ 61 /
inhabitant, according to a Eurostat report, Romania is beyond its neighbour,
Bulgaria, which has returns of $2.6 billion, respectively $345 / inhabitant, but
also smaller countries with a better tourist tradition, such as Cyprus with $2.2
billion and Slovenia with $1.8 billion.

Having these modest results, in comparison with its neighbours, in Romania
the export of services represents only one percent of the GDP, being thus
lower than the import (expenses of Romanian tourists in other countries are
smaller than expenses from foreign tourists coming to Romania). The situation
is unusual if we take into account the resources available to Romania — natural
potential for the summer, winter, balneary, ecological and also cultural
tourism. In order to overcome this situation, it is imperiously necessary for the
authorities to have the entertainment areas in full light, but also to modernise
the infrastructure.

Romania can become attractive when the tourists can travel easily in the
country between the main tourist areas, and the development of Romania will
impact important countries as the tourist services are concerned, such as
Germany, Austria, Russia or Hungary. In the central and eastern Europe there
are states in which the volume of tourist services weights a lot in their GDP:
for example in Croatia, these categories of services generate 25.6% of the
GDP, in Turkey 17.3% of the GDP, and in Slovenia 15.7% of the GDP.

In conclusion, the volume of the tourist performance in Romania is situated far
below the potential justified by the geographical position and the condition of a
member of the European Union. For a superior efficiency of this potential, it is
necessary to modernise the infrastructure and to assign fiscal incentives.
Without such measures, Romania cannot hope to become in the future an
important player in the field of export of tourist services.
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The evolution of balneary tourism reflects an extensive development, a
technical and material basis, recording, especially after 1970, a permanent
ascending evolution, which was connected in size and structure to the
dynamics of consumer requirement, but also a decline that has been caused by
economic and social changes that took place in Romania after 1989.

The research process indicators meet the measurement functions, comparison,
analysis, synthesis, estimation, testing hypotheses and testing the significance of
measurements determined by a computational model. Since balneary tourism
can be practiced all year round and has the highest average length of stay of all
forms of tourism, we can say that its development will significantly increase its
share in the Romanian tourism. This increase would result in the development of
health tourism and therefore an increase of the tourism industry in the Romanian
GDP. Simultaneously, all the measures should be ensured that may cause the
development of the sector and measures to fight tax evasion in tourism.

The evolution of the material and technical basis in the Romanian health resorts

Turistic patrimony recovery of the balneary resorts in Romania involves,
besides natural and human resources, adequate materials capable of satisfying
tourists needs throughout their stay. These methods are known as material and
technical basis, which take a number of different structures: accommodation
units and catering, transport, leisure facilities and treatment facilities.

Until 1989, national balneary tourism has benefited from extensive
development focused only on providing a number of places increasingly
higher, priced as affordable as it can be, thus transforming Romanian balneary
tourism into a social type tourism in the last decades, especially in the resorts
included in the international circuit, investments were made in an attempt
made by authorities to increase the quality of local balneary tourism products
offered mainly to foreign tourists. Due to its mass characteristics, implemented
in 1989, investments were targeted most often only to satisfy the demand in
terms of the number of romanian accommodation places in health resorts they
offer romanian tourists and foreign ones.

In the early phase of romanian balneary tourism, simple accommodation
establishments and food were preferred. After, due to demand, large
accommodation units were constructed that could allow the use of balneary
treatment resources throughout the year, reducing thus, the seasonality index.
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According to statistics, in Romania balneary tourism has become an important
component during 1980-1989 in Romanian tourism, recording in the years
1988 and 1989 a glut in demand. Prior to the year 1989, approximately 50% of
the population were spending their holidays in a tourist resort.

Evolution of accommodation structures in the Romanian balneary
resorts, 1993-2012

The year 1989 brings important changes in Romanian balneary tourism
specific to a period characterized by a tortuous and contradictory evolution of
tourism in Romania. Decrease of the economic performance recorded by all
the sectors of the national economy has affected the performance of
Romanian's balneary tourism, which resulted in a decreasing evolution of
Romanian balneary offer. To highlight the current state of the accommodation
capacity of resorts it is shown its evolution during 1993-2012. Reducing the
balneary tourism income and maintaining or increasing expenses affected the
possibility of self-financing. In this context, the lack of own financial
resources, to which is added a decline in demand, investing in Romanian's
balneary tourism has experienced a major setback.

Graph 1. Evolution of accommodation structures in the Romanian balneal

resorts, 1993-2012
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Underinvestment effects are seen in 1993-2012, when the number of tourist
reception establishments from balneal resorts have experienced a slow
downward trend from 510 in 1993 to 347 in 2002, following a slow increase
until 2012, when it reaches the value of 488. (see Graph.1.)
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Table 1. Evolution of accommodation structures in the Romanian balneal
resorts, 1994-2012

Absolute indicators Relative indicators Annual average

Level indicators ‘:ll:asgglet: Index dynamics Growth rate
Year Accommodation 7|4 i R

structures in the Ain Aipa I | Y Rt R

Romanian balneal
resorts

1994 532 0 0
1995 510 22 22 0.96 0.96 -0.04 -0.04
1996 504 -28 -6 0.95 0.99 -0.05 -0.01
1997 439 43 -15 0.92 0.97 -0.08 -0.03
1998 487 45 2 0.92 1.00 -0.08 0.00
1999 435 97 -52 0.82 0.839 -0.18 -0.11
2000 400 -132 -35 0.75 0.92 -0.25 -0.08
2001 367 -165 -33 0.69 0.92 -0.31 -0.08 -
2002 347 -185 -20 0.65 0.95 -0.35 -0.05 % o | o | =
2003 356 476 | 9 | 067 | 103 | 033 | 003 | § [ & | 2| S
2004 360 -172 4 0.68 1.01 -0.32 0.01 E
2005 369 -163 9 0.69 1.03 -0.31 0.02
2006 377 -155 8 0.71 1.02 -0.29 0.02
2007 372 -160 -5 0.70 0.99 -0.30 -0.01
2008 382 -150 10 0.72 1.03 -0.28 0.03
2009 377 -155 -5 0.71 0.99 -0.29 -0.01
2010 386 -146 9 0.73 1.02 -0.27 0.02
2011 413 -119 27 0.78 1.07 -0.22 0.07
2012 488 44 75 0.92 1.18 -0.08 0.18

Source: Own calculations based on
https://statisticl.insse.ro/shop/index.jsp ?page=tempo3 &lang=ro &ind=TURI101B

The number of balneal resorts accommodation units has experienced a
constant decline until 2002 by 35%, compared to 1994, after which there has
been an almost continuous growth, reaching in 2012 a value 27% higher
compared to the situation in 2002.

Although in 2002-2012 there was an increase in the number of tourist
accommodation structures in balneal resorts, the dynamic growth is still
negative, compared to the base year 1994 in which the negative growth was -
8%.

In order to make an assessment of the evolution trend in the following
perspective of the accommodation structures, we used the criterion based on
the average change:
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Table 2. The calculation algorithm needed to adjust the number of
accommodation units through the average growth method (y;), 1994-2012

Year /] Apa t-1 Yi=y1 + (t-DA (yeY)?
1994 532 0 0 532 0

1995 510 -22 1 529,5555556 382,4197531
1996 504 -6 2 5271111111 534,1234568
1997 489 -15 3 524,6666667 1272111111
1998 487 2 4 522,2222222 1240,604938
1999 435 -52 5 519,7777778 7187,271605
2000 400 -35 6 517,3333333 13767,11111
2001 367 -33 7 514,8888889 21871,12346
2002 347 -20 8 512,4444444 27371,8642
2003 356 9 9 510 23716
2004 360 4 10 507,5555556 21772,64198
2005 369 9 11 5051111111 18526,23457
2006 377 8 12 502,6666667 15792,11111
2007 372 -5 13 500,2222222 1644093827
2008 382 10 14 497,71777778 13404,49383
2009 377 -5 15 495,3333333 14002, 77778
2010 386 9 16 492,8888889 11425,23457
2011 413 27 17 490,4444444 5997,641975
2012 488 75 18 488 0
Total 7951 214704,7037

Source: Own calculations based on
https://statisticl.insse.ro/shop/index.jsp ?page=tempo3 &lang=ro &ind=TURI101B

A -2,444444444

N 418,4736842

Standard deviation ¢ 106,3026226
Coefficient of variation v 25,40%

The value of 25.40% of the coefficient of variation suggests that the arithmetic
average (y) of the cronologic series - tourists reception structures for tourists
accommodation, has a high degree of interest.

Table 3. Previsions of the number of accommodation units in balneal resorts
in 2013-2015

Year t-1 Y=y + (t-DA
2013 19 486
2014 20 483
2015 21 481

Source: Own calculations based on
https://statistici.insse.ro/shop/index.jsp?page=tempo3&lang=ro&ind=TUR101B

Previsions in the dynamics of the number of establishments regarding tourists
accommodation in balneal resorts in 2013-2015, shows a steady downward
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trend. The resulting trend does not show a favorable overall situation for
balneal tourism and is due to lack of investment and insignificant exploitation
of Romania's balneary tourism potential.

Graph 2. The evolution of accommodation units in balneal resortsin in all
accommodation units, 1993-2012
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The decreased number of accommodation units in Romanian balneal resorts
determined a decrease of their share in the total accommodation structures.
Analyzing the data from the Graph above, we can see that the share of
accommodation structures in the balneal resorts in all accommodation
structures had a steady and accentuated decrease. While in 1993 the share
reached a value of 19% in 2010, it reaches a minimal value of only 7,4%,
afterwords increaseing slightly with only one percentage point (8.4% in 2012).

Graph 3. The share of tourist reception establishments, by type of structures
in 2002 - (%)
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Regarding the share of tourist reception establishments, by type of structures,
in balneal resorts, the first position is held by the boarding houses which
alongside the agritourism accommodation structures totals 41% in 2012.

Graph 4. The share of tourist reception establishments, by type of structures
in2012 - (%)
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The evolution of accommodation units numbers proves that lately, particulary
between 2002 and 2012, the number of tourism and agritourism hostels
increased significantly, from 28 (approximately 8%) in the year 2002 to 197
(approximately 40%) - see Graph 6 -.

Although the number of hotels increased from 103 in 2002 to 137 in 2012,
their share in the total tourist accommodation structures in balneal resorts,
decreased from 30% to 28%. Another noticeable change that the tourist villas
record, is that their share decreased from 47% in 2002 to 17% in 2012. The
high percentage owned by tourist villas is due to the fact that investment and
maintenance costs are smaller.

The decreased proportion of tourist villas in the total of tourist accommodation

resorts, is determined primarily by their decreasing number, from 164,
recorded in 2002, to 81, more than half in 2012. (see graph 3., and 4.).
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Graph 5. The evolution trend of the number of hotels in the balneal resorts,
1994-2012
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To properly perform the tourist activity in general, but especially for the
balneary area, the most important are the hotels that give tourists the safety
they need along with the appropriate price for their services. In order to assess
the evolution trend of the number of hotels in the balneal resorts for the period
2013-2015 we used the criterion based on the average change obtaining a
value of 7.58% from the coefficient of variation, suggesting that the
arithmetic average () of the time series, has a high degree of
representativeness.

Table 4. The calculation algorithm needed to adjust the evolution trend of the
number of hotels through the average growth method(y;,), 1994-2012

Year Ve Ay t-1 Yi=y; + (DA (e Yo’
1994 101 0 0 101 0
1995 102 1 1 103 1
1996 99 3 2 105 36
1997 101 2 3 107 36
1998 101 0 4 109 64
1999 101 0 5 111 100
2000 102 1 6 113 121
2001 105 3 7 115 100
2002 103 2 8 117 196
2003 109 6 9 119 100
2004 112 3 10 121 81
2005 121 9 11 123 4
2006 120 -1 12 125 25
2007 118 2 127 81
2008 120 2 14 129 81
2009 118 2 15 131 169
2010 120 2 16 133 169
2011 135 15 17 135 0
2012 137 2 18 137 0
Total 2125 1364
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A 2
N 111,8421053
Standard deviation ¢ 8,472866911
Coefficient of variation v 7,58%

Source: Own calculations based on
https://statistici.insse.ro/shop/index.jsp?page=tempo3&lang=ro&ind=TUR101B

According to the forecast in the table below, for the period 2013-2015, there is
an upward trend in the dynamics of the hotel numbers, a totally different trend
of accommodation in Romanian balneal resorts.

Table 5. Previsions of the number of hotels in balneal resorts, 2013-2015

Year t-1 Y=y + (t-DA
2013 19 139
2014 20 141
2015 21 143

Source: Own calculations based on
https://statistici.insse.ro/shop/index.jsp?page=tempo3&lang=ro&ind=TUR101B

The number of hotels will increase in the coming years, which is a favorable
situation for Romanian balneal tourism. This increase can be attributed to
people's desire to feel the comfort of a hotel with all the facilities they need,
refurbishment of material and technical base of tourism and diversification of
the Romanian’s balneal tourism offer.

Graph 6. The evolution trend of the number of guesthouses and agrotouristic
hotels in the balneal resorts, 1995-2012
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The increasing number of accommodation units recorded in the period under
review, is due to, on the one hand the emergence of new types of tourism
accommodation structures (guesthouses and agrotouristic hotels, youth hotels
and hostels) and on the other hand due to the increased number of structures
classified in higher categories (3-5 stars).

Graph 7. The share of accommodation units on categories of comfort in 2002 - (%)
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The current image of Romania’s balneal tourism is privided by the capacity to
accommodate tourists on categories of comfort. Conceived as a mass tourism,
a form of social tourism, without the presence of luxury units, the balneal
tourism remained trapped, still being used by low-income or middle-income
social categories of people. While Europe focuses on 4 or 5 star
accommodation units, in 2012 Romanian tourists still prefer the low
categories.

Graph 8. The share of accommodation units on categories of comfort in 2002 - (%)
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Regarding comfort, in 2012 there is a sharp increase in the number of units and
places in lower categories, namely 2 star units and less (see Graph 4.7., And
4.8.). This can be explained by the age of the units and their degree of wear.
These drawbacks are associated with poor quality services and the absence of
modernization works and maintenance. The balneal tourism records an
increase in 2002-2012 in the higher categories. For example, a 3 star hotel,
registered the biggest increase, from 4% in 2002 to 37% in 2012. For 4 and 5
star categories we can see a share increase in both the number of units and the
number of vacancies. Analyzing the available data, the most significant
proportion in the accommodation structures on confort categories, in the
balneal resorts, in 2012, is owned by the 2 and 3 stars units, which together
cover 74% of the total. The share of each category of tourist accommodation
units is presented in Graph 8.

The situation is presented slightly different if we analize the working
accommodation capacity. Thus the period 2000-2012 was marked by the
alternating increases and decreases, from an accommodation capacity of
11,326,969 in 2000 to 10,392,482 in 2012, as shown in the following table.

Table 6. The evolution of accommodation capacity in use, 2000-2012 - (mii
locuri-zile)

Absolute indicators Relative indicators Annual average
Level .
- Absolute changes Index dynamics Growth rate
indicators
Accommoda-

Year . .

t]o'n cap:?mty 4 A I R

in use in
Romanian A Air1 Iin Lt Rut Riit
balneal

resorts (mii

locuri - zile)
2000 11326969 0 0
2001 11487692 160723 160723 1.01 1.01 0.01 0.01
2002 11091080 -235889 -396612 0.98 0.97 -0.02 -0.03
2003 11322809 -4160 231729 1.00 1.02 0.00 0.02
2004 11420757 93788 97948 1.01 1.01 0.01 0.01 ©o
2005 10714712 -612257 -706045 0.95 0.94 -0.05 -0.06 E % o ~
2006 10684361 -642608 -30351 0.94 1.00 -0.06 0.00 I = = =
2007 10520630 -806339 -163731 0.93 0.98 -0.07 -0.02 g i '
2008 10392482 -934487 -128148 0.92 0.99 -0.08 -0.01 -
2009 9371165 -1955804 | -1021317 0.83 0.90 -0.17 -0.10
2010 9150435 22176534 | -220730 0.81 0.98 -0.19 -0.02
2011 9621022 -1705947 470587 0.85 1.05 -0.15 0.05
2012 9951733 -1375236 330711 0.88 1.03 -0.12 0.03

Source: Own calculations based on
https://statistici.insse.ro/shop/index.jsp?page=tempo3&lang=ro&ind=TUR 103C
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To characterize the accommodation capacity at country level, we can use the
accommodation capacity operation indicator, expressed in vacancies-days. The
dynamic average index below 100%, reveals the decline of tourist
accommodation capacity in Romanian balneal resorts. The dynamic number of
vacancies-days of the tourists accommodation units in Romanian balneal
resorts can be considered an oscillating one, recording in 2004 a maximum of

101% compared to 2000 and in 2010 a minumum value of 81% compared to
2000.

On average, between 2000 and 2012, tourist accommodation capacity in
operation, in Romanian balneal resorts, recorded a total of 10.542.757

vacancies-days/year, a negative average gain of -114.603 vacancies-days/year,
which means a relative anual decline of 2%.

Graph 9. The evolution of accommodation capacity in use, 2000-2012 - (mii
locuri-zile)
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https://statistici.insse.ro/shop/index.jsp?page=tempo3&lang=ro&ind=TUR103C

Conclusions

The analysis has observed that the Romanian balneal tourism is exceeded on
the European market, being in a slight decline. The figures given by the INS
and analysed in this paper indicate a decline of visitor traffic, the offer failing
to rise at the tourists expectations. Romanian balneal tourism has to face the
competition from both inside and outside the country. Among the most
important factors that determine this situation we identified: social change,
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economic competition, technological inovation and political factors. These
factors can join a number of tourism "enemies" as ignorance and arrogance.

The powerful competition on the external market pushes Romanian balneal
tourism managers to provide increasingly competitive services. Resolving the
modernization problem in the Romanian balneal tourism involves huge funds
and political, economical and social factors alike. In an effort to bring as soon
as posible a significant part of the Romanian balneal tourism offer, in the
current requierments of domestic and foreing customers, firstly we must enroll
— at least for a few years — external financial resources.

Given the Romanian balneal tourism situation, for the hotel capacities, the
necessary adjustment can be accomplished by upgrading hotels that have
been built in the 80s and by building new hotels, mainly for confort. The
number of hotels in balneal resorts requiring renewal is very high.
Modernization must ensure alignment to the international standards and
the only way to do this, in a short period of time, is only possible through
the paricipation of foreign investments. For hotels intended for
accommodationg people who come for balneal treatment, is recomended
the use of foreign capital. This version deserves to be considered both for
balneal resorts hotels of national interest and international interest. In
Romanian balneal resorts, in addition to upgrading the existant
accommodation units, it is required to built new ones. For this purpose,
foreign investment contribution deserves to enjoy full attention.

In the touristic material basis in which the foreign capital can find a financial
source fall some catering establishments, treatment bases from balneal resorts
and leisure-entertainment resources. The foreign companies participation in the
process of adapting public catering to the requirements of today’s tourism is
especialy needed in specific restaurants (french, english, italian, russian, arabic,
Japanese cuisine and so on). Such restaurants can be created mainly by leasing
some of the current existing premises in all balneal resorts to some foreign
companies. In our opinion, the development of Romanian balneal tourism is as
important as the upgrade of medical equipment in balneal resorts.

This involves funds and requires the purchase of new technology. Because
these investments require large sums, in order to act quickly it requires
collaboration with foreign companies or a stronger involvment of the state
authorities who stand idly and watch as this touristic sector deteriorates. In
most balneal resorts, treatment consulting rooms are integrated in the hotels,
thus the companies that will exploit these hotels have to equip them with
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modern medical appliances. From our point of view, foreign capital may
contribute to the enhancement of the full potential of domestic tourism by
undertaking actions to promote the Romanian balneal touristic ,,product” on
the market, mainly on foreign markets.

There are many possibilities to promote Romanian balneal tourism; some
come from the prestige of the foreing company among customers from
different countries, others from the very intrest that the company has to suport,
using advertisement, the Romanian touristic ,,product” on one market or
another. Late tourism privatization, worsens the quality of tourism services.
Along with the privatization, owners have realized that this is perhaps the most
important part in tourism marketing, with important consequences in customer
loyalty. Tourism experts say that loyalty to a client / tourist costs 5 times less
than attracting a new customer. These efficiency calculations should be
carefully learned. According to the data in the National Institute of Statistics
and analyzed in this paper, by 2003, they lost those foreign tourists, classic
amateurs of the attractions offered by our country. Resorts of the future in
Romania will be successful if they manage to be transformed into modern
health and welfare centers to harness the tremendous potential of the natural
healing factors.

To meet the requirements on the balneal touristic market, it’s necesary to
create polyvalent resorts by expanding and diversifying the basic profile of the
resort along with the apparance of new resorts: removing stress, beauty,
thalassotherapy, prophylaxis.

Modern balneal resorts, which will contain complex products, will offer
therapeutic, tourism recovery and well-being coures, health tourism, focusing
on the quality of life which is tightly blend with health care, are the winning
solutions for balneal tourism. These resorts can become reference centers for
the people’s welfare needs.

Among the general problems of the balneal resorts we include:

- thorough analysis to establish the register of natural cure factors,
reserves of useful mineral substances and the level of their use;

- establishing the profile and optimal specialization of the resort as a
basic element regarding the extent and the modernization structure of
equipment and / or creating welfare centers;

- outlining the best solution for functional zoning and general and
specific infrastructure elements.
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A strategic recovery of Romanian’s balneary tourism potential will allow it to
be repositioned on the national and international market. The success of this
action depends on the determined involvment of the macro and
microeconomic factors whose economic and social effects will be important
for Romania.

To conclude, the balneal tourism offers a series of advantages: even
distribution of tourism activity in different areas of the country, providing
medium stays relatively constant and slightly longer than those at national
level, attracting a stable clientele, balneal treatments and cures results
being often conditioned by repeating them over a period of several years,
achieving increased average revenues per day / tourist, upon a request of a
specific range of balneal treatments more expensive compared to those
required for other forms of tourism and raising the capacity usage
coefficients of the tourist material basis.
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THE APPLICATION OF E-COMMERCE AND WEB
TECHNOLOGY IN AGRICULTURE'

Aleksandra Bradic'—Martinovic’Z, Vedran Tomi&

Abstract

The application of the latest information and telecommunication technologies is
becoming inevitable in business development. Modern information technologies
have been widely used in all stages of trading, from procuring, storing and
handling goods, through selling and collection, to post-selling activities and
costumer services, both in the wholesale and retail sector. Agriculture is an
industry that, among others, has a large potential in the area of electronic
commerce, and especially in the segment of web technology. In this paper we
analysed several categories of web presentations — web sites that provide
transaction cost savings, intermediaries on the electronic market, integrated
services of electronic commerce and electronic commerce support service
providers. We also systematised the benefits of using web technology. In the last
section of this paper we gave the analysis of the current situation and potentials
in the Republic of Serbia, giving an overview of introducing a new mobile phone
technology for informing participants in the agricultural value chain.

Key words: agriculture, electronic commerce, web technology, web
presentation, web portal, mobile services

Introduction
Modern business conditions, in all segments of the economy, are

characterised by financial instability, market uncertainty and increased
competition. In that environment, every company is trying to find sources
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of comparative advantage and to create added value. Greater
competitiveness can be achieved by introducing quality systems and
reengineering the business processes, with the inevitable application of
technological innovation and information and communication technology
(ICT). The application of the ICT has become inevitable to the extent that
they make an integral segment of each company. Competitive business
can no longer be imagined without the application of ICT. Companies
have long been aware that successful business must rely on technology,
which is one of the main sources of growth and development (Becchetti
et.al. 2003; Keramati, 2007). As a result, this area attracts large
investments, to the point that it is possible to study the impact of ICT
investments on economic development of some countries (Vu, 2002).

The area with a significant potential for increasing the competitive
advantage is also a global network — the Internet. The Internet can be
characterised as an "information network" because it eliminates the
distance and increases the possibilities of communication, both within and
outside countries. Thus, the Internet has a direct and distinctive impact on
business organisations. New organisational structures now also appear in
the form of dot.com, transforming the existing market (Beurskens, 2003).

Agriculture is a specific economic sector, characterised by fragmented
production with no substantial communication between farmers,
processors and consumers. It is the application of communication models
developed for using on the Internet that can bridge this gap.

This paper consists of four parts. The first part presents the concept of
electronic commerce (e-commerce), its development and categories. The
second part gives the overview of the benefits provided by the concept of e-
commerce, while the third part describes in detail specific benefits of web
technology. The third part is a central part of the paper and describes
different forms and structures of web sites about agriculture: websites that
provide transaction cost savings, intermediaries on the electronic market,
integrated e-commerce services and e-commerce support service providers.

E-commerce

The systems of e—commerce and e-business have experienced explosive
growth in recent years due to the development of Internet technologies,
associated services and applied encryption mechanisms (protection).
Modern information technologies have widely used in all stages of
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trading, from procuring, storing and handling goods through selling and
payments to post-selling activities and costumer services, both in the
wholesale and retail sector. According to the definition given by OECD
(2001) “An electronic transaction is the sale or purchase of goods or
services conducted over computer-mediated networks (broad definition)
or over the Internet (narrow definition)’. Of course, the payment and the
ultimate delivery of the good or service may not necessarily be conducted
on the Internet but also off-line. Telephone, facsimile or regular mail
orders are not considered e-commerce. E-commerce is often regarded as
online shopping. However, online shopping is a narrower term, because e-
commerce implies ‘any virtual electronic commerce and support to such
business activities’.

Although such systems as EDI (Electronic Data Interchange) and EFT
(Electronic Funds Transfer) have been used since the early '70s, the
explosion of E-commerce took place in the early '90s, when the rapid
diffusion of the Internet and the World Wide Web made the business
management much cheaper and easier. The Internet is now considered a
well-established channel for commercial transactions. It represents a
global market with hundreds of millions of buyers and sellers, a place for
all types of transactions, and any forms of business. E-commerce enables
reducing transaction costs and saving time. In order to take advantage of
all the benefits and opportunities it provides, companies (and individuals)
have to be ready to accept and develop appropriate e—business strategies,
thereby changing or abandoning their traditional business. E—business
strategies must comply with the specific industry and have to be
constantly innovated in order to create competitive advantages and new
values. When it comes to agricultural products, the Internet could be an
important market tool that would complement commercial activities.
Large companies are usually the first ones to use new technologies and
accept e-business philosophy, but this should not be an obstacle to small
companies, since entry barriers are negligible (Baourakis, 2002).

The best illustration of e-commerce explosive growth is the example of
one of probably the most famous companies that conducts its business on
the Internet - Amazon.com. From 2001 to 2012 the company recorded
remarkable growth in net sales. In those ten years, the sales grew from
$2.5 billion to $61 billion, nearly half of which was conducted on the
territory of the North America. Picture 1 shows the sales growth of
Amazon.com.
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Graph 1. The net sales of Amazon.com, 2001-2012 (USD bill)
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Source: Frederiksson (2013).

Besides in the USA, the growth of E-commerce was also recorded in
other countries. Thus, the E- commerce in China recorded the growth of
120% when compared to 2003, and in 2013 the Chinese market surpassed
the US market. The market of South America also recorded a remarkable
growth in the last decade, from $1.6 billion to today’s $43 billion,
whereas Brazil has the largest market share of nearly 60% (WTO, 2013).

Apart from all the opportunities and expansion, it is necessary to point out
the fact that e-commerce is facing some very serious problems that slow
down its development. These are problems related to product quality
assessments when there is no direct insight, as it is in traditional trade.
Ways of payments were an issue for a long time and they have been
constantly improved, particularly in technologically developed countries.
Goods and service delivery is a special challenge in case of limited
understanding of legal issues that are the basis for safe e-commerce.
International expansion of this type of trade is limited by the
inconsistency of regulations, resources and capacities among countries as
well as existing regional agreements.

E-commerce has found its way to agriculture. Since the Internet is

becoming increasingly popular among people involved in different stages
of agricultural production, we can expect further application of e-
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commerce in this area. Ferentinos et al. (2006) have concluded that so far
e-commerce has been implemented in agriculture within three categories:
a) e—marketplaces, where buyers and sellers meet, expecting that they will
manage to adjust their expectations, b) e-distribution sites, which
complement or replace standard distribution channels and c) e-
procurement sites, designed to provide their customers with aggregated
online information helping them to depreciate prices (increase price
transparency).

As in the case of other common business processes that benefit from the
e-commerce, agriculture has some specific and additional benefits from
this type of business. Bearing in mind that one of the key elements of
successful business in agriculture is timely information (e.g. weather
forecasts, market supply/demand, etc.), e-commerce introduces some
significant changes and benefits.

Benefits from the transition to electronic market

Potential advantages and benefits from the transition to electronic market
(very often as an additional form of trade) are reflected primarily in
reduction of costs, as well as in the fact that participants in the trade
business are easier to find (their offer, price, ways of ordering, all
contacts) and much easier and cheaper to contact. Bearing in mind the
current situation on the electronic market and the Internet, we can
conclude that the competition is getting fierce since all participants are
equal on the network, at least when it comes to the way of accessing and
using websites. All of the above causes a decline in direct costs, and
modern computers and creating a website are so cheap nowadays that
they do not represent a significant cost.

Training and learning costs practically no longer exist, since computer
literacy is now seen as part of general education, starting at lower grades
of primary school, if not earlier, and the Internet being used for a variety
of purposes. On the other hand, a number of user-friendly applications are
increasing, so users also find them easier to use.

There are two basic costs that users have to pay: the cost of internet
connection and subscription fees. If we extend these costs, they would
also include the purchase of a computer and the cost of training, but for
the reasons mentioned in the previous paragraph, it is not necessary.
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Possible benefits and income acquired when shifting to electronic market
are not easily defined. It is necessary to compare the income before
joining the electronic market with the current income, taking into account
all other parameters that potentially could lead to change. Although they
have been partially discussed, it is useful to make a brief summary of
potential benefits (Petnek, 2009), such as:
- Using accurate and timely information, like information about
goods, prices, etc.;
- Eliminating the distance between producers and consumers;
« A much more efficient procurement process through electronic
ordering and online payments;
« Better information on supply and demand that results in forming
more favourable prices;
« Excluding commercial agents that leads to cost reduction;
« Improving product quality;
« Reducing costs due to online marketing and online sales;
« Increased market availability of products.

Theoretically defined benefits of electronic markets are difficult to find
objections on, but it is necessary to achieve those benefits through profits.

Advantages of using web technology

As we have already pointed out, the existence and the use of the Internet
is essential for E-commerce. The Internet as a global network, however,
implies the use of different services, the most popular of which is the
World Wide Web, or just the Web. The Netcraft company research
showed there were 919,533,715 registered websites in March 2014.

The Web is a way to access information through the Internet. It is a model
for information exchange that uses the HTTP protocol as one of the
languages used for data transfer within the network. Web services that use
the HTTP protocol to exchange business logic use the Web to exchange
and share information. In order to browse the web effectively, it is
necessary to use search engines, such as Google Chrome, Internet
Explorer, Mozilla Firefox and others. Without search engines it is not
possible to access Web contents, which can vary from text, images and
sounds, to videos.

The main advantages of using web technology in trading, regardless the
kind of goods, are cost reduction and enabling a large number of users to
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connect in different ways. Moreover, data presentation can be static or
animated, searching for a specific product can include additional help
functions, sound can be added, and credit card payments may be
provided, while the encryption system increases the security of the overall
system.

The analysis of existing web sites related to agriculture shows that all of
them can be divided into four categories (Mueler, 2009):

* Websites that provide the transaction cost savings;
* Intermediaries on the electronic market
* Integrated e-commerce services;

» E-commerce support service providers.

This classification, however, should be considered as general, since
hardly any website has an interest to cover a single aspect, i.e. their
business includes all of the above mentioned aspects.

1.  Websites that provide transaction cost savings

Transactions, in this context, include the flow of information, goods and
money. Such transactions are significant different than conventional,
since in traditional trade goods can be seen (touched), contracts between
stakeholders (a quote, dispatch note, receipt, invoice) are in a form of a
hard copy and payments are in cash or cashless.

When it comes to e-commerce, all information, money, and sometimes
even goods must be transformed into a binary format and thus transported
across the network at a high speed, with practically zero marginal cost.

The Internet can therefore reduce transaction costs by reducing trading
costs or transfer fees, or both at the same time. Trading costs decrease
since searching for necessary goods is free of charge, establishing
communication with the seller/buyer via e-mail does not require
additional costs and it is practically carried out without any delay or
waiting, which is extremely important when stakeholders are
geographically separated.
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Image 1. Home page of the web site “Agriculture

ACCURATE AT 10 MPH..
==  EXACTLY.

All-New ExactEmerge Row Unit >>

AGRICULTURE.COM

NEWS MARKETS WEATHER [FEATURES] TALK PRODUCTS | SUCCESSFUL FARMING

New Technology on Older Iron
Age is Just a Number

Association. °I feel population is

zixd éEplist
Source: www.agriculture.com

An example of this type of websites is certainly www.agriculture.com. On
this website it is possible to find a number of information related to
agriculture and farmers. The site has news feed, which covers the
following categories: Crops, Livestock, Policy, Business and Technology.
It also includes markets (Markets Analysis, One's World in Agriculture,
Markets Newswire, Commodity Prices), with mandatory directories like
Weather Reports, Forums, and finally News, Reviews, Classified and AG
directories about products. A separate link is dedicated to successful
farming. The presentation also offers the possibility of sending free
newsletters.

2. Intermediaries on the electronic market

Having achieved cost reduction, due to application of the e-commerce,
some of the activities previously carried out by companies can now be
coordinated through the market. The reduction in transaction costs
eliminates market mediators, but, on the other hand, it leads to the
development of completely new and different intermediary activities on
the market. This primarily refers to providers who classify supply/demand
on the market, often specialised for a particular type of goods (grain,
livestock, etc.); mediators that quickly link buyers and sellers; market
space providers and auctioneers who make the negotiation on prices be
public, in accordance with clearly defined rules.
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Image 2. Search result for tractor spare parts, John Deere, model no.
2250, air conditioning spare parts
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An example of this kind of websites could certainly be
ww