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1. OVERVIEW OF FORESTS AND FORESTRY

1.1.FOREST RESOURCES

Based on the results of tiNational Forest Inventory* (T-1.1), which gives the official condition of
resources, forests cov2r2 million ha. This corresponds t89.1 % of the Serbian state territryThe
total timber volume is approximately 362 millionf and the total annual increment excedes 9 million

m’.

T-1.1.BASIC DATA’S ON SERBIAN FORESTS (2008)

Area of state territory (ha) 8,836,100
Forest area(ha) 2,252,400
Area of forests in total area(%) 29.1
Total timber volume (m?°) 362,487,000
Average timber volume(m/ha) 160.9
Annual increment (m?°) 9,079,772
Average increment(m*ha) 4.00

SouRcE: National Forest Inventory (2008)

The ownership structure on forestsis given in tableT-1.2. Private forests are most abundant
covering approximately 52.2% of the total forestaarfollowed withstate forests covering 39.8 % of
the total forest area, and about 8 % is definethbycategoryother®. It is expected, when ownership
is determined in this category, the share of hativate and state forests will be increased contptre
their current rates.

T-1.2.FOREST AREAS BY TYPE OF OWNERSHIP IN SERBIA (2008)

NI TYPE OF OWNERSHIP FOREST AREA

(ha) (%)
1. State forests 896,40( 39.8
2. Private forests 1,175,20( 52.2
3. Othef 180,800 8.0
> Total forest area 2,252,400 100

SouRCE: National Forest Inventory (2008)

Data ontimber volume are presented in table1.3. The largest concentration of timber volume is in
state forests, approximately, 175 millior, which represents about 48,6 % of the total tindmdnme

in Serbia. The average timber volume in state feres196.3n/ha. The annual increment in state
forests is 4.2 milliorm®, and average annual increment is rt7ha.

The total timber volume in private forests exce@68 million m®, representing 45 % of the total
timber volume in Serbia. The average timber volusnE38.5m*ha, and the total annual increment is
at the level of .state forests, 4.2 milliof. The average annual increment is 8fha

! National Forest Inventory of the Republic of Sart\NFI), conducted from 2004-2008.

% The data in this report cover Central Serbia angiatlina. One province of the territory of the Rbfiw of
Serbia, Kosovo and Metohija, according to the UNdRation 1244, is since 1999 under UN administratio
and is not included in this report. The Nationatés Inventory did not provide data on the foresburces of
Kosovo and the safety belt on the borderline betw@entral Serbia and the Kosovo.

% Based on internal data of the Directorate of RereMinistry of Agriculture Forestry and Watershed
Management — (MAFWM).

* This category shows forest of which ownershipdsyet determined by the National Forest Inveng098.



T-1.3. TIMBER VOLUME AND

ANNUAL INCREMENT BY TYPE OF OWNERSHIP IN SERBIA (2008)

NI TYPE OF TIMBER VOLUME ANNUAL INCREMENT
OWNERSHIP (mil. i) (%) mha | (mil. ) (%) m’/ha
1. | State forests 175.964 48.6 1963 4.241 46.7 4.7
2. | Private forests 162.820 44.9 138)5 4.213 464 6 3
3. | Other 23.700 6.5 131.1 0.625 6.9 3.b
Y | Total forest area 362.487 100 160.9 9.079 100 4.0

SouRCE: National Forest Inventory (2008)

Foresttypes byorigin are given in tabl@-1.4. More than 1,4 milliorha - 64 % of the total forest area
- are covered with coppice forests, while high étsecover about 27.5 % of the forest area. Plamsti

are 7.8 % on the total forest area.
T-1.4.FOREST AREA BY ORIGIN (2008)

NI TYPE OF ORIGIN FOREST AREA
(ha) (%)
1. | High forests 621,200 27.b
2. | Coppice forests 1,456,400 64,7
3. | Plantations 174.800 7.4
> | Total forest area 2,252,400 100

SouRCE: National Forest Inventory (2008)

The timber volume and the annual increment by fotgse of origin are given in a table-1.5.
Although coppice forests cover more than 64 % ef tibtal forest area, only 50 % of the timber

volume is in this category, and the average tinviodwme in coppice forests reaches 12##ha On
the other hand, the average timber volume in hagksts is 253.3r/ha, and in plantations 436

m’/ha.
T-1.5. TIMBER VOLUME AND ANNUAL |NCREMENT BY ORIGIN (2008)

NI TYPE OF ORIGIN TIMBER VOLUME ANNUAL INCREMENT
(mil. n?) (%) m’/ha (mil. n?) (%) m’/ha
1. | High forests 157.511 43.4 253.6 3.388 373 5[5
2. | Coppice forests 181.184 50.0 1244 4.458 491 1 3§
3. | Plantations 23.787 6.6 136.1 1.233 13)6 711
> | Total forest area 362.487 100 160.9 9.079 100 4.0

SouRCE: National Forest Inventory (2008)

More than 50 % of the total annual increment isdpoed in coppice forests which is in absolute
figures some 4.5 milliom?®or 3.1 m/ha on average. In high forests the annual incremeatstin 3.3
million n?, and 5.5m/haon average, while in plantations the total annoalément is 1.2 milliom?,

and 7.1m°on average.

The share of the mainee speciesn the total timber volume is given in taldlel.6. Broadleaves are
87,7 %, (317.93 milliorm®), while conifers are 12.3 % . Of the total annimerement 80.9 % is

produced in broadleaved forests and conifers acdoud9.1 %.



T-1.6. TIMBER VOLUME AND ANNUAL INCREMENT BY TREE SPECIES (2008)

TIMBER ANNUAL
SPECIES VOLUME % INCREMENT %
(mil.nT) (mil.nT)

Beech Fagus silvatic 146.850 40.5 2.781 30.6
Turkish oak Quercus cerriy 46.980 13.0 1.034 11.4
Sessile oakQuercus petren 21.542 5.9 0.553 6.1
Hungarian oakQuercus farnettp 20.986 5.8 0.518 5.7
Hornbeam Carpinus bettulus 15.157 4.2 0.334 3.7
Black locust Robinia pseudoacacja 11.243 3.1 0.516 5.7
English oak Quercus robuy 9.242 25 0.158 1.7
Poplars Populus sp. 6.137 1.7 0.338 3.7
Narrow leaved AshHraxinus 5.792 1.6 0.153 1.7
angustifolig
Broad leave LimeT(illia platyphilos 3.535 1.0 0.070 0.8
Manna ashKraxinus ornu¥ 3.505 1.0 0.102 1.1
Other broadleaves 34.001 7.4 0784 8.0
Total broadleaves 317.930 8.7 7.341 80.9
Norway SpruceRicea abiep 18.810 5.2 0.605 6.7
Silver Fir (Abies alba 12.659 3.5 0.715 7.9
Austrian pine Pinus nigrg 8.304 2.3 0.199 2.2
Scotch pineRinus silvestriy 3.775 1.0 0.177 1.9
Other conifers 1.009 0.3 0.042 0.5
Total conifers 44.557 12.3 1.738 19.1
TOTAL 362.487 100.0 9.079 100.0

SouRCE: National Forest Inventory (2008)

The most important tree species in Serbia in texiiBnber volume is beech, with a share in theltota
timber volume of 40.5 % and 30.6 % in the totalwainncrement. Turkish oak has a share of 13 % in
the total timber volume and 11.4 % of the totalwairincrement. Sessile oak and Hungarian oak have
a share of 5.9 % and 5.8 % and 6.1 % and 5.7 %eitotal annual increment.

The most widespread spread conifer species is spwith 5.2 % area and in timber volume shares,
and 6.7 % of the annual volume of timber. Silve'lsfshare is 3.7 % by volume and 7.9 % by total
annual increment.

1.2.FOREST MANAGEMENT

The Directorate of Forestsin the Ministry of Agriculture, Forestry and Wateesl Management is
conducting and supervising state administratioateel to forest policy, improvement and usage of
forest condition, forest protection, and contror@productive material, as determined by the’ldw
addition, the Directorate represents the Serbiasstcsector in international organizations andagyoli
processes and coordinates cooperation in general.



According to theLaw on Forestsfrom 1991 state forests are managedphilic enterprises PE
“Srbijasume”, PE “Vojvodinasume”, PE of national rigsi, and others Table T.1.7. shows
management organisations of state forests by farest

T-1.7.STATE FOREST AREA BY MANAGEMENT ORGANISATIONS (2008)

Nr. USER/M ANAGER FOREST AREA TIMBER VOLUME TOTAL ANNUAL
INCREMENT

(ha) (%) (mil. n?) (%) (mil. n?) (%)
1. | PE Srbijasume 775,00( 77.9 115.700 71.6 2961 5 7D
2. | PE Vojvodinasume 108,00( 10.9 20.000 124 0.68016.2
3. | PE of national parks| 80,000 8.0 19.800 12.3 0.410 9.4
4. | PCE Borjak 8,000 0.8 1.800 1.1 0.041 1.p
5. | Faculty of Forestry 6,000 0.6 1.100 0.7 0027 60
6. | Other organizations 23,000 2.3 3.100 1. 0.080 9 1
Y | State forest ared” 995,000 100 161.500 100 4.199 100

SouRCES: Internal records of forest management public enisep (2008

PE “Srbijasume” manages more than 77 %, PE “Vojvaslime” 11 % and PEs of national parks
manage about 8 % of the total area of state forests

Private forest owners manage their forests, however the public enterpriare entrusted with
performing professional and technical tdSks private forests the area they marfag€ableT-1.8.
shows private forests by area where public ensgprperform these tasks.

> Law on Forests1991. Official Gazette of the Republic of Serkia, 46/91, 83/92, 53/93, 54/93, 67/93,
48/94, 54/96, Belgrade.

® According to the Law on National Parks, Offictahzette of the Republic of Serbia, No 39/93, thaeShas
entrusted management of five national parks: Djgrdara, Fruska Gora, Kopaonik and Sar Planinaibiiq
enterprises.

" Other management organisations of state forestsPablic communal enterprise for forests managermed
watershed protection Borjak- Vrnjacka Banja, Facolt Forestry, Belgrade University, and other agjtiere
and watershed management organizations.

8 PE of National Park Sar Planina is not included.

° Difference in data related to state forests adogrdo NFI and other sources occur due to methayicéd
reasons. Other source of differences is due tdNflewvas not conducted at the safety belt betweehi&and
Kosovo.

19 \www.srbijasume.co.yu; www.vojvodinasume.co.yu; wwpdjerdap.co.yu; www.npfruskagora.co.yu;
www.tara.org.yu; www.npkopaonik.com; www.sfb.bgyac(2008).

" TheLaw on Forestrom 1991 introduced the terprofessional and technical tasksn private forests. These
relate to 1) issuing licenses for logging to foresmners, 2) tree marking in private forests, 3iisg timber
and fuel wood transport licenses for forest owndjsprganizing activities on forest protection irivate
forests.

12 The Law on Forests from 1991 defines 27 forestagament areas and five national parks. All statests
within those forest areas are managed by forestnypanies (PE Srbijasume, PE Vojvodinasume). The sta
forests of the national parks are managed by thiens park public enterprises. According to thew.a
private forests within each forest area are in ¢hsetody of the responsible state forest enterpii$e
specified professional and technical tasks wilbdls conducted by this company.



T- 1.8.PRIVATE FOREST AREA BY PUBLIC ENTERPRISES PROVIDING TECHNICAL SERVICE (2008

N USER/M ANAGER FOREST AREA TIMBER VOLUME TOTAL ANNUAL
r. INCREMENT
(ha) (%) (mil. n?) (%) mil. n?) | (%)
1. | PE Srbijasume 989,000  96.7 103.800 95,23 2.1004.899
2. | PE Vojvodinasume 5,000 0.5 0.300 0.28 0.012 0154
3. | PE of national parks 25,000 2.4 4.500 413 0.0p04.07
4. | PCE Borjak 4,000 0.4 0.400 0.37 0.011 050
Y | Private forest ared® | 1,023,000 | 100 109.00Q 100 2213 140

SOURCE: Internal records of forest management public enisep (2008}

PE “Srbijasume” performgrofessional and technical activitiesin approximately 97 % of private
forest area dominating these tasks.

2. OWNERSHIP CONDITIONS IN FORESTRY AND THEIR RECEN T
DEVELOPMENT HISTORY

2.1.BASIC CHARACTERISTICS OF PRIVATE FORESTS

According to the latest data from the National Boraventory (2008), on the territory of Serbia,
without Kosovo private forests cover 52, 2% of total forest area. Basic data afmast area, timber
volume and annual increment by ownership type egsgmted in Tabl&-1.2 and T- 1.3.

TableT-2.1. shows structuresf private forests in Serbia and shows a large msrobforest owners,
with corresponding small average forest propeitiesnall parcels.

T- 2.1.STRUCTURE OF PRIVATE FORESTS IN SERBIA

Area of private forestf) 1,175,200
Estimated number of forest owners 900,000
Forest property sizper owner Ha) 1.27
Number of forest parcels 3,900,00(
Average size of forest parcéid) 0.30

SOURCE: National Forest Inventory (2008)

Small sized private forests under today’s foredicpacircumstances are a significant problem for
efficient forests management therein. Private fsrdsy size of the estate and the number of owners,
are presented in a table2.2.

13 Apart from these reasons for the differences ta é@tween NFI and other sources, this differencefivate
forests occurs because private land regeneratedatigt The Forest Inventory of 1979 did not comsithis
aspect yet.

14 \www.srbijasume.co.yu; www.vojvodinasume.co.yu; wwpdjerdap.co.yu; www.npfruskagora.co.yu ;
www.tara.org.yu; www.npkopaonik.com;

5 Vojvodina has a small share of private forestagricultural land use dominates there. Forestsrogieof
Vojvodina mostly in state ownership. Appart from RRiska Gora, the majority of forests in Vojvodara
located only along river banks (Sava, Danube, Téta).



T-2.2. STRUCTURE OF PRIVATE FOREST PROPERTY BY NUMBER OF OWNERS *°

0,01-1ha 1-10ha

10-20ha

20-30ha

over 30ha

Total

638,322 233,846 8,372

1,516

426

882,482

Source: PRIFORT Serbia (2008)

More than 72 % of the owners have properties smédbn 1ha, 26 % own property between 1 to 10
ha, and only 2 %of forest owners have forest proplartyer than 1ba.

In sum, the private forest sector in Serbia is abt@rized by high fragmentation of properties,rgda

number of parcels and owners, and by insufficieganization of forest management. Whatever, their
size, significant timber volume, and annual incretnghich are similar to those of the state forests
stress their importance as resource.

2.2.DEVELOPMENT OF PROPERTY RIGHTS

Development of property rights in Serbian forestry and their organization must \bewed
historically (Nonic, 1993). The property types aheir changes are closely related to the social-
economic conditions experienced in different ageteoelopment (Cha€-2.1).

C-2.1.FOREST OWNERSHIP STRUCTURES IN SERBIA BY AREA,1891-2008

1891

43,00%
0 State B Communal and rural
[ Church and monasteny H Private

1979

@ Social W Private

490,43%

1938

21,00%

2,00%

32,00%

O State

BConmunalandrural @ Private

0 Church and Monastery

8,00%

2008

O State 0 Private 0 Others

SOURCES: Marinovic (1926); Statistics for forests and foresbnomy for 1938 (1940). Inventory of forest fund
(1983); National Forest Inventory (2008).

% This data’s refers to Serbian territory withoutséwo and Vojvodina.
YInternal data from PRIFORT - Projed®esearch into the private forest owners organizatioWestern Balkan

countries- Serbia’; 2008.



2.2.1. Development of property rights before WorldVar II

Various forms of property had different developnsesince the 19th century. After the dominance of
state forests until the end of the 19th centuryy f@ms of property emerged private, communal, and
ruraf'®.

The firstprivate and communal property of forests in Serbia occurred by direct occupatibpublic
forests, i.e. by forced occupation and captureutflip property. These processes were very intensive
in the first decades of the restored Serbia, bioseguently declined by the end of the 19th century.

The more complete legal regulations of privategsbproperty management occurred since the 1870’s.
Until then partial regulations existed, which wearainly aimed at protecting the forests from
premature harvesting and clearing. The Forest Ré&gol of 1861 recognized four categories of
property ..: state, public, communal, and private$ts (Nonic, 1993).

Due to an increasing loss of forests, and conselyuleigher values of the remaining forests, and the
activities of the early professional foresters, flist modernSerbian Forest Law was passed in
1891%. Its aim was to regulate forest property by esshblg management rules. The first Article of
the, new Law statesfdrests (mountains, hills ...) in Serbia atate, communal, rural, monastery,
church, or private property”, which indicates that this Law recognized two neategories of
ownership: rural and church property, and previpymliblic forests are designated as state-owned
forests (1920).

This law improved the state of affairs in foresimygeneral. The Ministry of Peoples Economy had
formed Forestry Departments, which formed countedtry departments with professional foresters.
The Ministry was in charge of state forest admiatébn. It also exercised control on other forest
properties, except the privately owned ones. Mgpaictouncils, i.e. peasants were in charge of the
municipal and village forests. In private forests,approval for felling was needed, except in cades
protected forests. This law can be viewed as pesiye for the time, but in practice, it was difficto

apply.
Ownership demarcation in the field was absentstaadministration was being formed too slowly and

the lack of professionals was evident. The Law gavee relative indicators of the forest ownership
structure in Serbia (see tafdle2.3).

T- 2.3.FOREST AREAS BY TYPE OF OWNERSHIP IN SERBIA (1891)

Nr. TYPE OF OWNERSHIP FOREST AREA (%)
1. State 37.0

2. Communal and rural 43.0

3. Church and monastery 1.0

4. Private 19.0

> Total forest area 100

SOURCE: Marinovic (1926)

The development of forest property rights in Sexoges gradual throughout the 19th century, but was
not settled before the Second World War.

In the first official statistics on Forestry of théngdom of Serbs, Croats and Slovenians (SCS),
published by the Ministry of Forestry in 1926, thgision of forests was made based on ownership
and the type of soil (1926). According to the typk ownership three main categories were
distinguished thereT€2.4): the state owned (47.7% of the forests in th@emtingdom), communal
(19%) and private (33.3%).

8 The term "rural forests" is used for forests whigtre in the ownership of villages. The term "comualu
forests" was used for forests which were in theenship of cities and municipalities.

% Law on Forestsfrom 30" of March 1891 — with amendments frofif f August 1898, 26 of January 1900 ,
16" of May 1902. and 230f March 1904.
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T- 2.4.FOREST AREAS BY TYPE OF OWNERSHIP IN SERBIA (1926)

Nr. TYPE OF OWNERSHIP FOREST AREA (%)
1. State forests a7.7

2. Communal forests 19.0

3. Private forests 33.3

> Total forest area 100

SOURCE: Forests of the Kingdom of SCS (1926)

The forest Law of the Kingdom of Yugoslaflan 1929 classifies forests intcstate owned forests
and forests not owned by stat¢Art. 1). The latter wereArt. 4): ,.... forests of self-managing bodies,
tribal®* forests, and forests of property communities, laathmunities and similar corporations, as
well as all private forest§1930).

In 1938, the first reliable statistical data onefsis were processed. The forest area accordirfieto t
ownership is given in the table bellow-2.5).

T- 2.5.FOREST AREAS BY TYPE OF OWNERSHIP IN SERBIA (1938)

NI, TYPE OF OWNERSHIP FOREST AREA

(ha) (%)
1. State forests 323,000 21
2. Monastery and funds 29,000 2
3. Communal forests 501,000 32
4. Private forests 708,000 45
> Total forest area 1,561,000 100

SOURCE: Statistics for forests and forest economy for 1@3810)

According to data from 1938 (1940), the propertsucture of forests in Serbia (of the total of
1,561,00tha) was: state forests 323,000 ha (21%), monastatyuems forests 29,000a (2%), rural
and communal forests 501,008 (32%), and private forests 708,008 (45%).

It was a characteristic of the forest-police retjates that they referred to dibrests, regardless of
ownership type.Clearing of forests without a government permit weshibited, as well as the land
use form change. Every owner of a forest was otddy¢o replant every cleared forest land as soon as
possible or within three years after clearing.

This Law had introduced the unique system of feresanagement in the whole territory of the
Kingdom of Yugoslavia. A characteristic of forest pelice regulations was, that the forestry
authorities had the right to declare certain for&sas as permanently or temporarily protected,
regardless of ownership.

2.2.2. Development of property rights after World War Il

In the periocafter W W Il with the new government changes were inticatlin the state organization
and also the ownership structure in general ardaidorests.

As first the so-callecgsocially owned property was establishedby nationalization and originating
from state, communal, and private forests, mongsted church forests. Rural and communal forests
got resolved and entirely designated as statetfores

2L aw on ForestsMinistry of Forests and Mining, Official Gazeft®. 307-CXXX, from 31.12.1929, Belgrade
%L In Montenegro province, certain larger communijtisled tribes, existed and owned land and ferest

11



On the confiscated forests thgasic Law on Expropriated and Confiscated Foresbpfrty, was
passed in?2.

A part of these properties was given to new owrteased on the Federal Law on Agricultural Reform
and Colonization, and those were farmers withoyt land property and forest cooperatives, which
were established for forest management improvement.

In 1947 aBasic Forest Lawvas passed, forming the legal basis of the “statgalism” principle in
forestry. The basic article of the Law was thatfatests, regardless of their ownership, shouldeser
the general interest of the people and are pratdmtehe State.

According to their significance, all forests weieided into federal, national, provincials, anddsts

of local significance. In terms of ownership thevere three categories lefitate, cooperativeand
private. In practice however, two basic categories of fomshership existed in the whole period
after W W I, state (social) and private (whose pahas been often changed based on legislative
formulation). In certain periods, statistics shovaechtegory of cooperative forests, but their shae
always minor.

Related to these issues Damjanovic emphasized.thalace and the role of private forests in the
post war period of Serbian development was verylpaovestigated in our forest policy”. For
evaluation of this policy: “.it is necessary to scientifically research the splesffects of agricultural
reform by which confiscation in favour of the stafdarge-scale forest properties, private forests
certain persons, church and monastery forests {scation without notification), as well as
confiscation of all surplus of forest propertiesigfhwere beyond the limit determined by the State,
took place. In literature, there are no reliabletdaon how much the ownership structure of Serbian
forests was change by these measures, and alse itheo critical analysis of forest policy in Sexbi

in the post war period, which is characterized loynerous organizational changes in forestry of state
and private sectdr(Damjanovic, 1986).

According to statistical indicators ih-2.6 after W W Il there were two basic categories akefbd
ownership: social and private forests (which hadnged their name tofgrests with a right of
ownership).

In some statistics, a category of “communal foresifs insignificant portion in total area was
registered.

T- 2.6.FOREST AREAS BY TYPE OF OWNERSHIP IN SERBIA (1979)

NI, TYPE OF OWNERSHIP FOREST AREA

(ha) (%)
1. | Public forests 1,143,334 49.4]
2. | Private forests 1,169,533 50.57
> | Total forest and forest land area| 2,312,867 100

SOURCE: Inventory of forest fund (1983)

It could be assumed, that due to almost equal shafeownership categories, that in Serbia
organization of both sectors have been developmglly, nevertheless the situation in practice was
totally different.

2 Forest properties nationalized according to art&110 and 26 of theederal Law on Agricultural Reform and
Colonization were in the previous ownership of persons whonditthave a status of a farmer; ti&Reich,
Third Reich citizens, and persons of German nalignariminals and other persons from which foeestere
confiscated based on court decisions. Also the ocsvpelong here, against whom confiscation stanedhad
not been finished, according to previouaw on Liquidation of Agricultural Reform on Largeale
propertiesfrom 1931. All these forest properties were trangfd to ownership of the State. There was no
compensation for those nationalizations (Officia@zétte of the Federative People Republic of Yugisla
No. 61/46).
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In the post war period, the private sector in gaheras not developed along with the state sector,
which consequently has led to the current conditibprivate forests. Private forests were the ones
evidently of lower quality than state ones. As ¢abl1.3 shows private forests had a lower timber
volume and annual increment. In addition, the slbémppice forests is larger in private than mtest
forests. This difference in private and state ftres the consequence of the different treatment of
private and social/state forest sector.

According to Damjanovic: “throughout the post war period the two parallelést policies have
been practiced - one according to the social seofdbrestry, by which this sector through a gradua
reorganization liberated itself from administrativestraints. The second policy - the sector of the
private forests - remained essentially unchangedabse their control remained the responsibility of
the government. During the numerous reorganizatiang self-management transformations of the
entire society, only the form of control had beéarged; the responsibility was transferred from
county councils to municipalities. The legal seatbiforestry was not consecutively developed with
the social sector, as it was neces$dByamjanovic, 1986).

Related to development of property rights on faréstSerbia, it can be concluded that its structure
reflected the political and socio-economic develeptrand was dominated by the state.

Thedevelopment of forest ownershipvent through the stages of forest as a publiccgoaf welfare
owned by the society in mid of ¥@entury. Different forms of forest ownership (@&, communal,
rural) were then formed by the end of"@ntury and defined in the first Serbian Foresw lfeom
1891. After W W I, the process went on in the ogf®direction, and social attention was drawn to
state or public forest sector.

However, it should be emphasized that private fomsnership existed in former Yugoslavia
throughout the whole period after W W I, unlike shaf “the Eastern European Block” socialist
countries, although the usage of private forestslimgited.

The legislative framework and proposed forest manmsnt goals were not significantly different for
private and state forests. However, basic shortogsndf these regulations were the lack of clearly
defined long-term policy and strategy of state amisiviation toward the private forest sector inchggdi
supporting mechanisms of finances, extension, ampat for associating. By legislative articles
related to private forests, the state has triedegulate forest management without interfering in
ownership rights. In all forest law measures relate private forest$® restrictions were increased
beyond than previous orfésPerhaps all of these measures were positive aaded, but the Private
Forest Service within municipal council administat were not able to implement them. The Private
Forest Service in most cases has not used thegldége authorities and in some organized forest
service no professionals were employed. Damjanangphasises that:"by keeping in their
jurisdiction decisions of commercial, organizatibrend professional character, which are e.g.:
organization of forest management planning and rnbver it, determination of needed forest
management measures, tree marking and timber stgmpnunicipalities have taken a role of
commercial institutions and the role of managerprifate forests. Beside inspection, all other task
should not be done by administrative bodies butanized institutions such as the private forest
owners, etc. Instead of active relations in the ag@ment of forests, which they owned, forest owners
have been put in the position of passive userseofices provided by public services within
municipalities. By this municipalities have takée trole of commercial institutioris(Damjanovic,
1986).

Related to private forest management Drazic claithslaws on forests which were changed
numerous times did not restrict integral ownershights, but by treating private forests as a godd o
public interest, laws have limited right of uncaiked usage of private forests, by obligating fores

% prescribed measures in most cases were: measum@stection, custody over timber transportatiord an
improvement of forest management related to affaties, melioration of degraded forests.

% In most cases those measures were related toclliding private forests in commercial forest are2s,
entrusting management of private forests to comialefarestry organizations, 3) passing forest mamagnt
plans for private forests, 4) declaration of prévedrests whose primary function was protection.
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owners to protection and improvement of forestsansecosystem. However, beside declarative
concern for private forests the State did not ptgrdion to private forests so they were indeedroft
managed unsustainaBlydepending of owners’ relations toward their owre&i$ (Drazic, 1991)

It is estimated that the share of private forestthe total forest area will increase to 56% whea t
ownership type of forests specified as “othersiatermined.

3. ORGANISATIONS OF PRIVATE FOREST OWNERS
3.1. DEVELOPMENT OF FOREST OWNERS’ ORGANIZATIONS IN SERBIA

According to Nonic (2004)orest cooperativesare the first organizations of private forest orgnia
Serbia. Cooperatives have been established in #redp after 1930: ".after dividing large
properties, which peasants have bought in favouheir cooperatives for the purpose of easier and
more rational mutual managemeéiiiNonic, 2004: 41).

The purpose of these cooperatives e forest management guarding of forests and pastures and
they were established voluntarily except in cagesnmership under forests with protective function.
Apart from existing laws and regulations, by whadoperatives were established:in.terms of their
implementation, there was no adjustment of certinlarations, which slowed or even blocked
establishment of cooperatives (Nonic, 2004: 41).

After WW I, a certain form of “cooperative apprdéeicwas established and laws and regulations,
which enabled organizations of forest owners, weresed. However: “even though Law gave a
possibility for voluntarily organizations of privatforest owners within agricultural cooperatives
organizations of joint work, which managed forestssocial property it can be concluded that this
possibility was never realized, and forest coopezatwere never formed (Nonic, 2004: 43).

Recently, during the course of the joint projedivities of the Food and Agriculture Organizatioh o
the United Nations and the Directorate of Foreptivate forest owners became interested in
associating, by which they would be strengthenedcimeving their goals and in representing their
joint interests (Milijic, 2007).
Two models of forest owners’ organizations exighatmoment in Serbia:

- community forest modef®, which aims at joint forests managemé@nt;

- private forest owners’ associations which aim on representation of members’ interests

(mainly economic).

No other organisation forms of private forest overae present in Serbia yet (2008).

3.2.COMMUNITY FORESTRY

Community Forestry (Gemeinschaftswald/Community fojestased on community ownership was
developed in AustrigVorarlberg), based on forest owners who were not farmers.icAljural
communities Agrargemeinschaftare good example of successful joint forest manmsmnt by non-

% A legal obligation of forest-management plans foivate forests:”. which deadlines for preparation are
prolonged to present days, is one of the basicaesighat private forests did not play almost anlerio the
economic development of our Republic. With suclditions related to the management of private fisres
one can not speak about their modern managementtlaid role in economic prosperity, nor can their
functions . be optimally used for improvement offemment (Drazi¢, 1991).

% Corporate Forest / Community Forest is applie@ firethe sense of FAO (2000): the formal type of
organization in which individual ownership is tréarsed into shares of members. The entire memhzesieia
is then jointly managed.

27«J0int forest management” is applied here in #¥ese of FAO (2000): it represents contract bageeements
between a defined number of owners of forest lantt¢ate a larger joint property by the mergemodliéer
individual units.
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farmers. They also exist in other regions of Cérirope e.g. in Burgenland (Urbarialgemeinden)
and in Thiringia (“Waldgenossenschaften”). The rim structure of these forest communities is
different, but a role in ownership, mutual respbilisies and possibilities for forest managemerd ar
common for all of them (lllyés, NieR3lein, 1997).

The forest communitySumska zajedni¢an Beocin was established in 1903 by 79 ownetseyT
purchased 509 acres (about 188 of the forest Plemicko dobrd on Fruska Gora (from Beocin to
peak Brankovac) from three Austro-Hungarian noblema

The goal of the Association was to help membersy wkre mainly poor peasants, to secure some
additional income and satisfy their needs for wladheir households through common management
of the forests (Nonic, 2004).

The forest community has predominated as the onlky im the region many historical changes
(changes of state and their administrative requérgs) and therefore presents a unique value even on
the European scale. It has today 77 members, imgjudomen can be found in contrast to the 1903
situation. The ownership of these forests is didio#o so-calleditleal parts.” All the owners have a
certain number of those ideal parts originatingrfreonditions of the purchase in 1903 and inherganc
since then and trade among members. Ideal partsremain in ownership of either the members or
the Community. . No owner is allowed sell his/her parts to outside persons, but just torothe
members. Assembly of members decides who can paytaf forest offered for sale. . Those with the
smaller shares have priority. If no one is intexdstthe organization buys itself the offered share.
Because of this regulatiamo change of ownership or the total area was regested in cadastre
during 100 years of its existence

Based on the size of their shares, the owners slispbdifferent shares in the produced fuel woadl an
timber. The distribution of shares shows that tast wajority of the owners have small shares ag onl
two have larger shares than one “ideal part3(1).

Ownerships and the right to manage the forest arermhined with annitial contract made on the
occasion of establishing of the Association. Thits ghat the owners will “jointly possess and enjoy
the forest”, whereas wood distribution is basedtlom owned ideal portions. Today similarly, the
principle of wood distribution is the division 068 m3 into 46 integral parts, resulting that thare

12 n? per ideal part share. The rest of the harvestheilsold and profits will be divided according to
the shares again.

T-3.1. CURRENT PARTICIPATION OF THE OWNERS IN FOREST COMMUNITY

SIZE of forest Number of Number of Part for distribution (n’)
part owners ideal parts per owner total
11/2 1 1.50 18 18
11/4 1 1.25 15 15

1 21 21.00 12 252
3/4 1 0.75 9 9
2/3 2 1.33 8 16
1/2 27 13.50 6 162
1/3 12 4.00 4 48
1/4 8 2.00 3 24
1/6 4 0.67 2 8
Y 77 46.00 — 552

SOURCE: Our Century (2003)

The entire area is part of the National PaFkuska Gord, mostly in level Il of protection. This
means that all management activities are deternbgetie correspondingorest Management Plan
and by the Spatial Plan of Fruska Gora.
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The owners so far have respected the determingduiliral and harvesting regime. At present there
is a forest engineer — who is also a member - amgehof technical forest management tasks.

3.3.PrRIVATE FOREST OWNERS' ASSOCIATIONS

As mentioned before, numerous workshops for prif@atest owners within the FAO projetihave
resulted in an increased interest of owners foo@asng. During 2006, severgrivate forest
owners’ associations (PFOAere formed: Rastiste-Bajina Basta, Milicinica-\éaip, and Podgorac-
Boljevac, followed by three more in Bor municipgliZlot, Krivelj and Brestovac. In May 2007, the
seventh association was established, in Bigre@ogrija municipality. By the end of 2007 two more
associations were formed: Selacka, — Zajecar Mpality and Negotin — Negotin municipality. In
February 2008 the association Mackov Kamen wasddrim Krupanj municipality in Western Serbia.
The associations are NGOs ahdir statutes and overall goals are very similar (Milijic, 2007)hey
aim to represent the interests of their members reotdon joint forest management. Every owner
manages his own forests, while the associationdiates joint works like forest infrastructure, and
joint marketing activities. Training and cooperati@ith other associations and institutions is ealri

out jointly.
An overview of the private forest owner associadigngiven in tabld-3.2.
T-3.2.PRIVATE FOREST OWNERS' ASSOCIATIONS IN SERBIA

Association — Municipality Year of Establishment
Rastiste — Bajina Basta 2006.
Milicinica — Valjevo 2006.
Podgorac — Boljevac 2006.
Zlot — Bor 2006.
Krivelj — Bor 2006.
Brestovac — Bor 2006.
Bigrenica — Cuprija 2007.
Selacka — Zajecar 2007.
Negotin — Negotin 2007.
Mackov Kamen — Krupanj 2008.

SouRCE: Milijic (2007)

Data onforest area of associated forest owners are available for@agons of Bor and Boljevac
municipality, and they are presented in tabig.3.

T- 3.3.FOREST AREA OF ASSOCIATED OWNERS IN BOR/BOLJEVAC MUNICIPALITY

Nr. ASSOCIATION MEMBERS | FOREST AREA (ha) AVERAGE FOREST
PROPERTY

1. Podgorac 49 510 10.4

2. Zlot 31 279 9.0

3. Krivel] 21 132 6.3

4, Brestovac 23 117 5.1

> Total 114 1038 9.1

SouRCE: Milijic (2007)

% FAO project FAO/TCP/YUG/2902(A);Institutional Development and Capacity buildingr fthe National
Forest Program® (vww.forestserbia-fao.sr.gov.yu) and FAO project @&®Y/003/FIN: ‘Forest Sector

Development in Serbigwww.forestryprojectserbia.org).
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Basic data on thaverage size of forest propertyof associated forest owners shows that their fores
properties are larger than the Serbian averagk?). This can be explained by the reason that active
owners of larger properties oriented to entrepresiep in forestry have joined the association. They
aimed explicitly at furthering their economic irgsts.

Further development of PFOA will eventually lead éstablishment offorest management
associations Some associations like PFOA Podgorac is consigethis possibility and has
progressed in that sense by making the efforteueldping a forest management plan for the whole
associated forest area.

Even though all existing PFOA have been formedhim past two years, some of them IIREOA
Podgoracpresents a good example to other associationsrardanized forest owners. They perform
the following activities: 1) representation of tmeembers’ interests, 2) joint work on forest
infrastructure, 3) joint forest management, 4) faoirarketing of forest products. This associatioa ha
49 members owning 51ta of forests. They do charcoal production, timbadé& and services in state
forest harvesting as contractors to Public Enteept&rbijasume”. Representatives of PFOA Podgorac
have participated in preparation Bbrest Development Strategy of the Republic of i&ednd the
National PEFC standard. They have also applied for state findricieentives for forest road
construction and training for the members.

Other associations are less active at the momemeSf them were established but members are
having communication problems with their activitiednile others like association in Bor municipality
(Krivelj and Zlot) try to rely on experience of PRPodgorac and cooperate with it. As a result of
cooperation between PFOAs Podgorac, Zlot and Kriegld National Alliance of Slovenian Forest
Owners, with support of FAO project, DirectorateFofrests, and PE “Srbijasume” a visit of Slovenian
forest owners and entrepreneurs to the these asisosi was organized in April 2007. The Serbian
owners visited Slovenia in August 2007.

The exampleof PFOA Podgorac clearly shows that establishroéatwell-organized system of state
support (financial, advisory and technical), caoemage activities of associations and stimulate
unorganized forest owners to associate. Howevempttucess needs more time to develop.

Although there are ten PFOAs, ambrella organization of forest owners in Serbia has not yet been
established. This can be explained because mase dbcal associations are not working strongly and
members are not willing to support them or do reet slear interest and benefits from such a national
level organization. The present forest legislati®smot supportive enough for that while the local
members do not have capacities and defined clezrests to succeed. However, some initiatives exist
to establish an umbrella organization which desefugher support of the state administration.

4. THE RELEVANT FOREST POLICY PROCESS IN OVERVIEW (NFS/NFP)

Forest policy and organization of forestry in Sarbluring the last 15 years has been built on a
centralized institutional framework, as laid out in the 1994w on ForestS. However, in the context

of the political and economic changes aftBiosOctober 2000, as well as reform processes mvitie
public administration, significant changes alsousped in the field of forestry (Noniet al, 2006).

After the political changes in Serbia, the Serbiarest sector is not fully reformed, especially in

deregulation and privatization. Significant stepsrevmade in establishing a strategic framework for
the development of forestry in general culminaiimghe formulation of the National Forest Program

of Serbia.

% Law on Forests1991, Official Gazette of the Republic of Serbia, 46/91, 83/92, 53/93, 54/93, 67/93,
48/94, 54/96, Belgrade
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4.1.OVERVIEW OF THE FOREST POLICY PROCESS

In November 2002, the forestry administration’s esugsion was transferred from the Ministry of
Agriculture, Forestry and Water Management to teaip established Ministry for Protection of
Natural Resources and Environment. A Deputy Ministeeharge .of the Directorate of Forests assists
the Minister.

The Directorate of Forests is appointed with theiagstrative functions for forestry. The operatibna
and management responsibilities of state forests haen devolved to PE “Srbijasume” and since the
beginning of 2003 to PE “Vojvodinasuni&”lt became common knowledge in the Serbian forestr
sector, that, most of the institutional shortcomsingthe forest sector derive from the lack of a
declared forest policy and an outdated legisldti@mework. This is strengthened .because forestry
institutions are not structured, staffed and ecgipi deal with the challenges that are emergirilen
sector. The country is also under pressure to msk&tained efforts to achieve its policy goal & th
accession to the European Unidn.

The Government of the Republic of Serbia approathedrood and Agriculture Organization of
United Nations and asked for support in the devalam of a modern forest policy and related
legislation frame to achieve sustainable developgrokthe forestry sector. In Apri003 the

technical cooperation program - FAO project FAO/TYBPG/2902(A): ,Institutional Development
and Capacity building for the National Forest Pragn”, started. It lasted 18 months with the basic
goals of development of a national forest policg &restry legislation. It was also aimed at
establishing a modern forestry administration ep@ipwith the necessary institutional tools and
capable staff to promote and ensure sustainabl@antidipatory management of the country’s forest
resources in a market oriented economy. Furtheted to provide elements of a .nationally
controlled national forest program consonant wig national development and environmental action
plans.

The specific objectives of the Project were:
1. to draft a forest policy and strategy for the femgsector;

2. to revise the existing forest law or draft new $afion harmonized with other national
legislation and recent international commitmentslenlay the Serbian Government;

3. to design a self-reliant forestry institutional frawork capable of providing leadership for
sustainable development of the sector, includiigape forestry development;

4. to strengthen national capacities for policy anugpam development.

Analyses of the forestry legislation were madeultesy in first proposals of legal steps to address
problems. Also capacity building on the use of ipgratory approaches in forest policy making took
place.

In July 2005, a second FAO project started as &wviolup activity entitled: Forest Sector
Development in Serbid GCP/FRY/003/FIN). This project continued theatt of the Directorate of
Forests to support sustainable development ofdiestry sector. Finances came from the Government
of the Republic of Finland. The basic goals of fingject are presented in ch@4.1

%0 According to thd.aw on Establishing Jurisdiction of Autonomous Fmoe from 2006, Official Gazette of the
Republic of Serbia No. 6/02.
31 www.forestserbia-fao.sr.gov.yu
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C-4.1.0BJECTIVES OF FAO PROJECT: “F OREST SECTOR DEVELOPMENT IN SERBIA”

;a{] [Q '\' '..: :.I_.'JI

ks L% T ¥

Support to Forest Sector
Development

[
@apacity Building and Development of I\):P ( Sustainable Development )

.1 Private Forest Owners’
—@1 Forestry Development Strategy) —G Associations )
(1'2 Forest Law ) (?2 Financing mechanisms and )
incentives
4@3 Law on State Forest Enterprise} .3 Small & medium enterprises in )
forestry
(1.4 Hunting policy and Law on )
Hunting
—@5 National Forest Action Program)
(1.6 Policy, legislative and NFP )
implementation
—@7 Integrated information system )
—GS Public Forest Administration )
—@9 Public Forest Service )

SOURCE: Project ‘Forest Sector development in Sefli@CP/FRY/003/FIN)

4.2.OVERVIEW OF FORESTRY DEVELOPMENT STRATEGY

In July 2006 thé-orest Development Strategy of the Republic of Serbia® was prepared and adopted.
As the Strategy says: to.date the Republic of Serbia has not had a cohgmsively founded and
defined development strategy by such documentsffaegy has been defined by legal regulations
and individual strategic documents, as a base efdinests sector developmée(@006/b: 8).

This document represents a basic strategic andagewent document of the Serbian forest sector, and
by it, the State has determined the principleselbpment goals and the measures of implementation.
It set the framework and demands for intuitiondloma and redefining of relations, roles, and
responsibilities within the complete Serbian fanestector. The basic goals of the Strategy are:”
conservation and enhancement of forests’ conddiot the development of forestry as an economic
branch (2006/b:12), and ,..to increase contribution of the forest sector te #tonomic and social
development of the Republic of Setl{2006/b:14).

The Strategy addresses the followprgciples (2006/b):
- sustainability;

%2 Official Gazette of the Republic of Sertia 59/06, Belgrade.
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- forest multi-functionality;

- role of forestry in rural development;

- relations between forestry and the public;

- stakeholder participation;

- increase of forest area and productivity;

- forest management principles;

- tasks deriving from international commitments agteaments;

- forest degradation and environmental impact assgsm

- conservation of forest health;

- research, education and training;
The Strategy defines thele of the Statein the forestry sector development, the role ef fibrestry
sector in economic and social development, coniervand enhancement of environment and nature.
In addition, the Strategy defines the links betwt#enState and private forests. Also aspects oegam
management were addressed. This document defewadopment goalsof the public relation work,

of the international and regional cooperation, aede, education and links to wood industry and
timber market. The Strategy, also, defines key elgmof implementation, as follows (2006/b):

- sector planning;

- Investments;

- co-ordination between sectors;

- institutional reform;

- forestry legislation;

- international and regional cooperation;

- follow up and evaluation.
According to the Strategy, tidational Forest Program (NFP)is the action plan for implementation:
"...implementation of the Strategy requires significlimancial and human resources, and The

Government will create the conditions for the comtius and stable investments in the forest sector
through the process of implementation of the Naiiéorest Prograrh (2006/b: 26).

One of the key elements for support of the Strategptementation is thastitutional reform of the
forestry sector. This reform will be based on (2006

- redefinition of roles and responsibilities, on e¢ahtregional and local levels, and redefinition
of relations between institutions in forest sector;

- increased role of the private sector in providingds and services;

- development and strengthening capacities of NGOeaat level;

- definition of the role of forestry in rural developnt;

- transparency in the process of sector development.
The Strategy also links up to the legal tasks todrapleted:”..the new Forest Law will provide legal
framework for the implementation of the Strategyl dhe National Forest Program. This will
supersede the effective Law from 1991. The Governmél also undertake activities on

harmonization of lawdand regulations, which address the forest sectoeadly or indirectly”
(2006/b: 29).

% Law on Environment ProtectiorOfficial Gazette of the Republic of Serbia No/®§ Law on Hunting
Official Gazette of the Republic of Serbia No. 3/44/93; 60/93 Law on WatersOfficial Gazette of the
Republic of Serbia No. 46/91, 53/93, 67/93, 48R4/96;Law on Agricultural Land Official Gazette of the
Republic of Serbia No 49/92; 53/9Baw on InheritanceOfficial Gazette of the Republic of Serbia No.
46/95; Law on Public Enterprises and Activities of Comnioterest Official Gazette of the Republic of
Serbia No. 25/00, 25/02, 107/05 i 108/Qaw on Local Self-Governme@fficial Gazette of the Republic of
Serbia No 9/02.
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Accordingly, key issues of the new legislative feamark shall be (2006/b):
- sustainable forest management;
- mechanisms for participation of stakeholders ir$tny development;
- setting frames for coordination and sector planning

- definition of roles and responsibilities of the detry sector institutions and stakeholders
including the State and enterprises for state foresagement;

- definition of a functional financing system in fetey;
- definition of the model of a public forest servioe private forestry;
- harmonization with international commitments alneathde.

Assessments of the effects of the proposed institalt reforms will also performed as a part of NFP
by applying the following success indicat¢(206/b):

- maintenance of environmental services and biodiyecenservation;

- sustainable use of resources;

- economic growth including related other businesses;

- notable implementation of international commitmeadteady made;

- organized private forestry, with established asgamis of private forest owners capable of
active participation in decision-making;

- modernization of the state forest sector.

4.3.0OVERVIEW OF LEGISLATIVE AND ORGANIZATIONAL SOLUTIONS

As a result of the first FAO TCP projecteaft Forest Law® was prepared. Propositions of this draft
offer solutions to numeroysoblems of the forestry sector, with special attentiortite following:

- overlapping rights and responsibilities of orgatiass;

- inefficiency in implementing sustainable forest mgement;

- conflicts of interest in performing certain taskgablic interest;

- unsatisfactory treatment of private forests, etc.

Solutions proposed include the followingeasures(2007/a):

- redefinition of roles and responsibilities and mtd relations of sector organizations with
clear functional separation (executive, controhpartive and function of ownership);

- establishment of new institutions —e.g. fgency for Forests® (Art. 69; Art. 70;
- definition of rights and responsibilities of stédeest management organizatiodst(71- 79;

- incentives to organizing private forest owners poiat forest management, et@r{.69; Art.
70; Art. 80.

According to the Draftthe Agency for Forestsawill have the following tasks (2007/Art. 69):
- coordination tasks for all forests
- executive task¥:

3 Draft of Forest Lawof the Republic of Serbia, version 5.0. (www.fdrgsrojectserbia.org), 2007.

% Agency for Forests relates to all state and peifatests. It should be an independent public fdresitution
under the authority of the related Ministry.

% strategic and regional development planning iresty and hunting, analysis of efficiency of legtsle
measures, coordination and responsibility for plaginpreparation and evaluation of annual plangteruse
of financial means, monitoring of forest health,rkgon forest protection.

21



- advisory affairs and affairs of education and frajif;

- affairs of incentive¥:

- development taskd

- tasks for forest promotidh and other matters of public interest.

The proposition of the Forest Law also regulatearfting in forestry (2007/&rt. 82-92, along with
conducting forestry wofk (2007/aArt. 94-99.

Parts of the draft of the Forest Law related togig forests will be more closely elaborated inribgt
chapters.

4.4, OVERVIEW OF NATIONAL FOREST ACTION PROGRAM

The Draft of the Forest Law defines a role of Mettional Forest Action Program (NFAP), of the
Republic of Serbia according to the Forestry Depelent Strategy (2006/b) being the action plan for
implementation. The NFAP was passed in the Parliwiethe Republic of Serbia and it is valid for a
period of ten years.

The process of the NFAP development started witheigd capacity building for determining the
elements of the document. A separate study on fEing and Forest Valuation” was prepared
(2007/b). The Development of the national forestuason methodology, the forest financing
mechanisms and incentives was done by internatmélnational consultants. In the framework of
the consultant’s mission, the situation and neeele\irst assessed and discussed with stakeholders.
The study consists of two parts, one on valuadioth one on financing.

The forest valuation sub-study provided a new wnamethodology for forest products and services,
based on their total economic value (TEV) in aaiaryear. Results of the valuation showed that the
TEV of the non-wood forest products and services @a 8-times higher than the value of the wood
products. For ecological and social forest funajdhis result serves as a basic justificatiorr ttie
claim of increased public financial support. Thisormay is needed for the maintenance and
enhancement of the public forests.

The forest financing sub-study has provided, seesdor forest and forest financing support needs.
The scenarios have been developed for the implatientof the new Forestry Strategy (FS) and the
Draft Forest Law and serve as a framework for dmgpiay the NFAP. Both, the potential self-
financing and the public financing sources havenldag&en into account for covering the needs. The
public financing increase is certainly one of tlasib preconditions for that and for sustainablegor
development including conservation.

3" This consists of coordination on conducting indireeasures of support, work on forest protectind a
procurement of reproductive material.

3 This consists of analysis of needs and developmwieaetiucational programs for professional affair®ablic
Forest Service, coordination of education for exigettasks performed by specialized institutions.

% THis consists of organization and responsibility fealization of direct measures of support predido
private forest owners, their associations, small eedium enterprises and coordination of indireeasures
of support (advising, tree marking, professional technical tasks, education and training).

“0 This consists of development of analysis ad statsjaooperation on basic and applicative researahsfer
of knowledge, development work according to neddbePublic Forest Service.

“1 THis consists of promotion for the use of meansfésest protection and improvement, support fobljou
participation in processes of sustainable forestagament, preparation of professional literaturrimation
and documentation needed for sector needs, promatiostakeholder participation in planning and the
decision-making process.

“2 A precondition for performing professional tasksfarestry is thdicense issued by th&€hamber of Forest
Engineers of the Republic of Serbia, a new instituproposed by this Law.
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The results of these studies serve as backgrourntidgromotion of the public importance of forests
in Serbia and, justify proposals made for publi@fices. The proposed forest valuation methodology
should be implemented and further developed. A leggsystem of national forest accounting or
valuating shall be established and supported by aathin the regular forest inventories. The
methodology and results of forest financing scersawill be used for the NFAP and other strategic
planning.

NFAP proposals related to improvement of the puldiestry administration and public forestry
service were developed by international and nati@mmasultants for forestry inspection; public
forestry extension and organization; services foivgpe forest owners and public forestry
organizations. In addition training was organizeddore groups of inspectors and forestry extension
specialists and there were organized study toursekected countries. Questionnaires were used to
identify training needs for private forest owneeXtension services and situation analyses were
performed. Education plans for the Inspection Serand for the Service for Private Forests (within
PE “SrbijaSume”) were also developed.

The education of trainers was organized for candglfor the forestry inspection and extension core
group. This aimed at contemporary forestry paréitign, extension and group promotion methods, as
well as some concrete forestry operation trainicgngples (e.g. presenting how certain forest
operations could be performed in proper way). Asesult of the capacity building process, 13
candidates were qualified as trainers. Capacitidimgj of inspectors and forestry extension spestigli
was done with regional capacity building workshoplsis focused on practical application of forest
law with special emphasis on changing to a moresady and a less restrictive role for the forestry
inspector. The following issues were tackled: comitation with private forest owners; forest
owners’ rights and obligations including churchegg( monasteries), and implementation of forest
management plans for private forests.

There were two trainings of foresters organizaamfrthe Inspection Service and the Services for
Private Forests (within PE SrbijaSume and PE Nati®ark Tara) aimed at forestry communication,

participation and extension approaches. 51 inspeaad forestry engineers passed through that
training.

Related to organizational issues the following\dtitis were done:

- systematization of posts within the DirectorateFafrests, including forestry and hunting
inspections including descriptions of the postsl gnidelines for performance assessments .

- Proposal for a new coordination unit for privatesfiry support,

- Proposal of a new organization concept of the $erfar Private Forests within “SrbijaSume”,
adapting the hierarchical organization and imprguime functioning of the Service. This also
includes guidelines for performing individual sees for private forests. To increase
operational efficiency of the services for privdt@ests, purchasing of their necessary
equipment has already started.

- The final study was worked out for the organizatiminpublic forestry administration &
service and the support for the private forestasect

Further capacity building will be taken over by tetional core group (coordinators of inspectiod an
extension services) of trainers who will transriit knowledge of methods and approaches to other
forestry inspectors and extension specialists. Ttherinspection Service and the Services for peivat
forests should start to change in functional tereng, by becoming more preventive than repressive,
or more offering more extension services than athtnation to forest owners. In the Forestry and
Hunting Inspection the reduction and re-descriptiérinspector’'s posts was proposed. The surplus
staff will be used for establishing of the coordioa unit or for an independent coordination sesvic
within the new Agency for Forests.

The strategic-planning framework for implementatadrthe organizational and functional reforms

was prepared in the draft NFAP for which the Orgatibnal Study served as a background paper.
Further organizational reforms, such as the estaient of the Agency for Forests and empowerment
of additional private forestry organizations, degpen the adoption of the Draft Forest Law (Nonic
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2007). Other reforms such as service for Privates$te within PEs, seems to be dependant on the
PEs’ internal restructuring which has not yet stérfThe organizational and functional reforms highl
depend on forest legislation and related publiarices and could only be feasible if corresponding
political support is assured.

Further topics elaborated within the NFAP are tilowings®:

1. Ecological and social functions of forests, includg:
Utilization and conservation of forestland and sundings;
Conservation of biodiversity and monitoring;
Protection and monitoring of forest vitality;
Protection of forest soil from erosion and improesinof watershed protection;
Reduction of climate change (based on Kyoto guidsl);
Protection and sustainable management of natutegti@n areas;
Improvement of recreation, tourism, health, aegthetlues, etc..

2. Productive forest functions and utilization of forest products, including
Utilization of forest products (by ownership categs);
Aforestation and silviculture (by ownership categsy;
Biological reproduction of existing high and coppiorests (by ownership categories);
Improvement of damaged forest stands (by owneisdtiggories);
Procurement of reproductive material and conseayuaif genetic resources;
Construction and maintenance of forest roads (lysoship categories);

Support for marketing development and sustainablization of forest products and
forest certification;

Support for development of forest industry.

3. Organization of Public Forest Administration, Service and support, including

Development of Public Forest Administration andvi®r (central and operational level
for state and private forests);

Support for private forest owners and their assiorig;
Support for small and medium enterprises in foyestr

4. Forest management planning, monitoring, valuation ad promotion, including:

Forest management planning (national, regionalratjpmal level), inventory and
cadastre;

Valuation of forest functions;
Monitoring of NFAP implementation;
Public relations.

5. Education in forestry and development work, includng:
Plan of education in forestry;
Plan of research in forestry and development work.

Parts of the National Forest Action Program reldtethe private forest sector will be explained in
detail in the next chapters of this study.

3 www.forestryprojectseriba.org
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5. RECENT POLICY DEVELOPMENT IN PRIVATE FORESTRY

After the political changes in Serbia in 2000, ffigant reforms were made in establishing strategic
and legislative frameworks for the developmentasé$try and in the formulation of a National Forest
Program. While redefining roles and responsibgitigithin forestry, the importance of thpgivate
forestry sector is emphasized with special attention to develogrneéman adequate advisory service
for private forest owners.

Until 2006 in Serbia, there was no overall forestgvelopment strategy, since strategic goals were
implemented in legislation and certain docuni#nihis changed with the development of Farest
Development Strategy of the Republic of Séthia

5.1STRATEGY

Related to status and concern foivate forests, as declared in the Strategy:the responsibility of
the State in resolving almost all major issues altbe growing stock, from the assessment of the sta
of the forest to the organizations of forest owneeguires the State initiative undertaken espécial
when the owners’ initiative is lacking, and a de@sexecutive role, to create a uniform attitude to
forests regardless of their ownership form. Theeotiye is the enhancement of private forests aad th
sustainable development of private forestry withiral developmerit(2006/b:19).

To attain this objective, the following measures planned (2006/b):

- assessment of the state of private forests andagewent of a planning and control system for
private forest management;

- professional and financial support for organizagiaf forest owners to strengthen their
capacities for achieving sustainable forest managém

- creation of legal preconditions for a smooth impbamation of sustainable management in
cases of absentee forest management and owners,

- by creating the normative preconditions, the cada@bn of private forest holdings will be
enabled. It will be stimulated by measures of eauingolicy® and further fragmentation of
forest holdings will be prevented;

- the Government will optimally use available measuoé economic policy and ensure the
permanent and long-term financial means for stitiaiaof private forest management, to
ensure protection and improvement of the condivioprivate forests.

The Strategy emphasizes the need for the develdpofiemall and medium-sized enterprises in
forestry (SME). The traditional significance of forests for resitteof rural regions, primarily for
satisfaction of their basic needs for firewood &intber, determined the forms of business in fogestr
and related branches.

The basic goal of establishment and developmesinail and medium-sized enterprises in forestry is
to increase the contribution of forestry to ecormamd social development of the Republic of Serbia

* These are five year valid programs of forestryed@wyment (1996/a; 1996/b; 2000).

“5 During the two years of project activities (wwwéstserbia-fao.sr.gov.yuhe accent was on defining the
strategy, the draft of the new law on forests gpiihtizing the organizational structure of forestrgtitutions.
Capacity development for the Directorate of Forestd more than 30 workshops took place. More ti@dh 4
representatives of different institutions were imtewed and a survey with 300 questionnaires wasechout
on the problems and reforms needed within forestry.

“® To achieve these goalseasures of economic policyn terms of financing are planned for: afforestafi
silviculture measures in afforested areas untiltittme of first selective cuttings; regeneratiorhafh forests;
silviculture measures in high forests; sanitatibermdangered forests; indirect conversion of coppicests;
direct conversion of coppice forests and reconsbn®f degraded forests; construction and mainieeaf
forests roads. More detailed activities with casts given in theStudy on Forest Valuation and Financing
the Forest Valuation Sub-stu®007/b).

25



(2006/b). According to the Strategy, SMEs in fangshould provide enhancement of living standards
of Serbian citizens, especially in rural areasigasing employment and regional development.

There are several other policies that influencergbel forestry such aégriculture Development
Strategy’, the Strategy foBustainable Development and Rural Developmentdbwaiprises elements
of forest policy as part of rural development.

There is theStrategy on Development of SMEs and entreprengufshthe period of 2003-2068for
forestry and forest based industry SMEs

The main strategy is support for SMEs and entrequnesinip in priority sectors, institutional support
for their interests, solving legislation impedimgntinancial support, education and training, ekpor
promotion, analysis, technical support and natigoraimotion, implementation and evaluation of
strategy. The forestry development strategy anderothtrategies should provide significant
development of private forests in Serbia.

5.2.0OVERVIEW OF EXISTING LEGISLATIVE AND ORGANIZATIONAL ASPECTS

Legislative aspects related to the private forests are defined by tHeonstitution of the Republic of
Serbiafrom 2006, existind.aw on Forestérom 1991, and by theraft of the Forest Laf¥.

By the section 8B of the Constitution of the Republic of Serbia®, private and state ownership rights
are equal and have equal legislative protectiomelver section 87 declares that all natural resaurce
are goods of public interest and therefore are owmethe state. This section does not adequately
define the status of private forests, since theyrat considered as good of public interests. This
represents a problem in passing of the new fosest |

In section 88 a difference between forest and flaned is defined, and forestland is not considea as
good of public interest, therefore private forastl@an be used freely, and the law can limit thegas
which can endanger environment or interests ofraihmers (2006/a).

5.2.1. Private forest owners

The existingForest Law of the Republic of Serbia (1991), prescribes that ,.forests as public
welfare must be maintained, regenerated and udlizesuch a way that their values and multiple
benefits are conserved and increased, sustainglilitd protection is ensured, and increment and
yield are permanently increase{l991, Art. 2). With this aim, forest regions were formed by the
same Law ,..to carry out rationally the measures of managemenforests, woodland and other
forest potentials in a defined territdry(1991, Art. 5). They include both state-owned and private
forests (1991Art. 21). In this way, all forest management operationd tasks must be equally
implemented in all forests, disregarding the catggb ownership.

The current Forest Law was based on old conceptsl@signed for the political, social and economic
conditions of the past decades of socialism. Ittaios no references to, nor does it address any
resolutions adopted at international meetings balde UNCED in Rio (1992) on the protection and
sustainable management of the environment, natesaurces and forests. Nor are the implications of

7 Strategy of Agriculture Development of the RepubfiSerbia Official Gazette of the Republic of Serbia
78/05, Belgrade.

8 Strategy of Development of Small and Medium Eniseprand Entrepreneurship in the Republic of Serbia
Official Gazette of the Republic of Serbia, 45/@glgrade. It should use the potential of SMEs and
entrepreneurship to contribute to the general &arbdevelopment and also increasing numbers of nbg j
enhance income growth and to speed up regionalaawent.

“9 Draft of Forest Law of the Republic of Serbia vens5.0. 2008. (www.forestryprojectserbia.org)

* Constitution of the Republic of Serbi@eclared on November 8,2006, Official Gazettehef Republic of
Serbia 83/06.
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the 64 international agreements and convention§iechtby the former Yugoslavia's (Socialist
Federative Republic of Yugoslavia and Federal Ripualh Yugoslavia) and the present Government
reflected in the Law (Noniet al, 2007).

According to the existing Law, obligations of priedorest owners are (199Art. 3§ Art. 39 Art.47,
Art.54):

- to have a forest management plan;

- tree marking before felling performed by privateefst service;

- obligatory compensation for logging which the owpays to a private forest service of’BE
- obligatory timber and fuel wood stamping and lieefwa transport;

The Law does not even mentimirect>® anddirect® measures of financial support for private forest
owners Moreover,support for private forest owners in Serbia is in inifdase and it is implemented
through the FAO project, and its activities on aagyabuilding of public forest administration and
support for forest owners’ associations. Activitige performed through workshops and education of
forest owners.

The existing Law established PE “Srbijasume” (1981, 9). Tasks of PE beside silviculture, forest
protection, production of timber of state forests. €onsists of professional and technical tasks in
private forests (1991Art. 10). The State has entrusted PE “Srbijasume” ancomaltiparks with
professional and technical tasks in all private$ts which are in their jurisdiction. The existigdel

of technical support for private forest owners tigilo a Private Forest Service within public forest
enterprises proved to be inefficient as well asprevious one when support was provided through
municipality service¥. The Public Enterprises concerned do not havegindaveloped technical and
organizational capacities. They lack the intereststiccessful performance of these duties in mivat
forests, which is a significant obstacle for imprment of private forest management (Begus, 2006).

According to Begus (2006), the biggest lack of thuerent system of organizing professional and
technical tasks in private forests is a cleanflict of interest. Since the major task of PE is state
forest management, private forest issues canndh libe first line of their attention. Performing
services for private forest owners can cause aisfbf interest, since foresters cannot be indegand
in technical activities and advising (Begus, 2006)

Another problem iginancing of service for private forests. That has not bedggaately solved, and
the situation is very complex. Every year the Diveate for Forests makes a contract with Public
Enterprises, where professional and technical té&skgrivate forests - are defined. While there is
Directorate of forests that pays certain amourfinaincial support to PE “Srbijasume”, for technical
activities in private forests, PE “Srbijasume” usies money only for activities without any further
control of activities at the end. This means albbg@t million € every year for: making temporary
yearly management plans, tree marking, stampingvadd assortments and issuing of transport
documentation, controlling of work. done, activitiabout tending and protecting of private forests,
preparing plans for forestation, evidence of waikne, gathering of taxation data on parcels, .

1 Every forest owner who performs logging in hisefstr is obligated to pay service fees of 3% of the
commercial value of the traded logs. The fee ibegaid to the PE Srbijasume and will be accouttdetie
State Budget. From this source silviculture ane$b protection measures will be financed. Howewaty
measures in state forests were financed out okthisce so far.

*2 Indirect measures of supportconsist of constant and organized advisory aijitextension and training.
There is also organisational support for assoqisiteate forest owners. The goal of those measwsds i
provide knowledge for performing work in their fete. Awareness rising on sustainable forest managem
is part of these activities. The owners’ needsexpkctations will also be addressed (Nonic, 2004).

%3 Direct measures of supporiare related to those affairs in private forestsictv cannot be financed by private
forest owners (Nonic, 2004).

>4 Before 1992, municipality services did all aciit for private forests. In that period the Pulliaterprise
took over 500 foresters from municipalities who &deen from that time paid by the state’s budget.
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education of forest owners. Mainly activities imadistrative procedure have been provided (N@tic
al 2007).

Another serious problem is also timadequate organizational structure(Chart -C.5.1), of service
for private forests within the Public Enterpriserfasume®, which does not function as an
independent department and, until recently, withpetsonal to coordinate the work. This results in
no vertical coordination and communication withioegl and local levels of government.

CHART C-5.1.ORGANIZATION OF PRIVATE FOREST SERVICE WITHIN PE“SRBIJASUME”

[General directiorﬂ

[ Unit for PF J

[ Forest estate J

—[Referent for PF J

.

L Forest unit J

[Forest techniciar}——[ Forest engineer]

SOURCE: Statute of PE “Srbijasume”(1992).

Private forest service is organized in four levels:

I. level General direction of PE forestry and nature pridd@. There is a Unit for private
forests, headed by a Unit manager. Unit managdahegand process data from Forest estates
and present it to the general and executive masaged coordinate the work of skilled
workers for private forests, which are in Foredakes;

Il. level In Forest estates, there is a service for Fonestagement planning and development in
which the private forest service is situated. Taskgrivate forests are coordinated by the
skilled workers for private forests. The skilled nker works on annual private forest
management plans and coordinates their implementatiforest estates and forest units.

lll. level Forest Unit tasks in private forests are condlibte skilled workers within forest units.
The Forest unit referent coordinates activities fafesters and organizes tree marking,
forestation in private forests, forest protectiett.

IV. level Forest engineers and forest technicians for wit@rests perform tree marking, timber
and fuel wood stumping, control of logging and othetivities within their  jurisdiction.
Forest engineers perform tree marking in high fisresxd forest technicians perform tree
marking in coppice forests.

The currennumber of employeesn service for private forests in PE “Srbijasuni&’320 and they
are mainly forestry technicians. Their activitiee anostly concentrated in tree marking, marking of
industrial and fuel wood, and issuing of documeatafor timber transport. Because of those duties,

> When established in 1992 PE, “Srbijasume”, coedistf 7 sectors directorates and 27 forestry ufitsay it
has of 8 sector directorates and 17 forestry umitgering the entire territory of Serbia (There &&
management units).
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they do not have enough time for other activiteesj especially not for advisory activities. Theyaal
do not have adequate knowledge and skills (Bed@§)2

Staff in the field is not motivated and material andafinial working conditions are poor. Even if they
would like to be educated and informed, they dohaste any possibilities (Begus 2006).

Since a program for private forest management, lwisimbligatory under the Law on Forests (1991,
Art. 24) is missing, PE performs professional and techiasks in private forests according to annual
management plans for private foré&t§hose plans are created by PE and approved [itbetorate

of Forests. Annual plans cover the territory ofgirestates, by municipalities.

However,Forest management plangsre missing, so foresters do not have enough irdtiom about
private forest property / forests, and consequethblynot have a clear picture of the situation, Whic
causes inadequate an approach to management atepffiorests. Communication between forest
owners and foresters runs mainly from forester@wmers and is mainly about legal procedures.
Extension service is limited because proceduredcareeomplicated. Some extension work is done,
mainly by tree marking, but it is not coordinatediarganized.

The current organization of extension and technéeml/ices for private forests and the lack of an
organized advisory service do not satisfy eithenews needs nor the State demands for sustainable
stewardship and improvement of private forests.réauzation of professional and technical service
and the foundation of an advisory support servica ipriority for further improvement of private
forests as well as profits for the owners (Nagtial, 2007).

5.2.2. Small and medium-sized enterprises in foregt

Until the year 2000, theector of small and medium-sized enterprisekas been developing very
slowly in Serbia. The Law on Forests from 1991 priéed the formation of an enterprise which will
perform forest utilization by a contract with thelic Enterprise “Srbijasume”. However, this was
never realized and PE “Srbijasume” performed fonéiBzation by 2001.

The existing Law on Forests does not even menkiertdrm “small and medium-sized enterprises” in
forestry, and therefore no regulations relatedMIES are prescribed. Existing Law only defined a&rol
of PE “Srbijasume”, and proclaimed this PE as thlg aser and manager in state forests.

Until 2000, PE “Srbijasume”, along with 27 forestates that have performed forest management and
utilization in state forests, owned four wood piEgiRg enterprises, and one enterprise which has
produced food, mineral water and other agricultgralducts. Based on the program of economic,
organizational and technological changes, a proglessstructuring PE “Srbijasume” has started, with
the following activities:

- privatization of branch enterprises;

- separation of non-core activities;

- renting forest mechanization with the right of gito make employees into business
partners;

- optimizing and reducing the number of employeesuyh social program;
- reorganizing the parts of PE that have create@$oss

Reorganization of PE “Srbijasume” intended to reduce the numbesnoployees through a program
allowing employees to become contractors and eaéintbusiness partners of PE while utilizing the
forests.

® The forest management plan prescribes silvicultymetection and utilization of private forests by,
municipalities. The Plan is valid for the year irieh it is approved. First, the board of directofsPE
approves those plans and then they must be apphyviirk Directorate of Forests ..
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In 2006, 342 SMEs signed a contract with PE “Sebijae” for forest utilization, and their structuse i
very heterogeneotfs

Basiccharacteristicsof SMEs in forestry are:

- large number of competing enterprises;

- almost all of their business is contracted with"BEbijasume”;

- they rely on moderate financial and technical mpans

- enterprises are rapidly adapting to market changes;

- SMEs perform some activities for which they are negfisteretf:

- family members usually manage and work in theserprises;

- they do not usually have employees educated irstigré
Regardingother activities in forestry, there are SMEs registered for:

- gathering and processing of non-wood forest prad(aiarcoal, medicinal herbs, turpentine
oil, mushrooms, wild berries, fruits, honey, efc..)

- services in tourism and recreation;
- hunting and fishing.
The most pressingroblems of the SMEs are institutional and financial:

- a need for a clear definition of roles and modelsdstablishing partnerships between the
public and private sector in financing SME needs;

- alack of the necessary financial means for diseck indirect support of the SMEs; a lack of .
institutions and human resources for coordinasimgporting activities toward SMES;

- a lack of adequate communication and informatiocherge between the Government and
SMESs; need for raising awareness about innovationenterprise competitiveness, and a
need for promoting entrepreneurial activities irahareas.

Institutions established in a model derived from the sociakstod, were directed to perform services
for large state enterprises, and as such, theyareapable to adjust to changed conditions of the
market economy and orientation toward needs of Issnale forestry and SME, in a short period of
time.

A typical example is theChamber of Commerce and branch associations within it. All state
enterprises and cooperatives along with state wpamtessing enterprises participated in this
organization in the past. Today almost all productiunits are privatized (especially in the wood
industry), and it is illogical that such a huge aiwth institution maintains so much infrastructjuet

to provide services for a few state enterprises.

5.3.0OVERVIEW OF PROPOSED L EGISLATION AND ORGANISATION

For a new law on forests is necessary to impleragRorestry Development Strategyhe draft has
been worked on since 2004.

5.3.1. Private forest owners

In the draft forest law, some existing regulatiars private forestry are maintained such as tree
marking, compensation for cuttings, timber and fwelbbd marking and licenses for their transport
(2007/a,Art. 43 45; 84). However, forest owners, and forest owrassociations or their companies

*" Internal data of PE “Srbijasume”.

8 eg. have unregistered sawmills and charcoal fiesili

9 Most employees in SMEs in forestry are not edutate forestry, meaning not qualified for the workigh
they perform (e.g. don't have license for foresthamizational works).
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can perform tasks gfublic interest. In that sense the new law, will give the owners dlpéon to
decide between service providers and specifies unesito support private forests owners (2007/a,
Art. 79 80).

A further new proposition is the establishmenthaf Agency for Forests which will act as a public
forest service (2007/&rt. 69).

The proposed activities of the agency for forelstteel to private forests are (20074at. 70):
- professional and coordinating ta%ks
- an advisory service for private forest owners;

- conducting measures of direct support for privageedt owners through procurement of
subsidies, coordination of work on forest infrastame, and indirect support for private
forests owners.

The new law prescribes that owners do the hangstid protection of their forests and that advisory
and technical tasks must be done by registered aomep (2007/aArt. 79).

It is planned to categorize forest owners basetherarea of their forest property. Properties large
han 100ha will be requiredto have a forest management plan. In addition, ey obliged to
organize PFS or to have a contract with companjstexgd for technical and advisory service in
private forests (2007/aArt.21). Owners of smaller properties must have a foreanagement
program, and on their properties, technical sesviae to be performed by a registered company,
which the state has appointed. Technical activibiessmall properties will also be financed by the
State budget (2007/arst. 25).

The new law will also support organisations of ptevforest owners which can perform (200A,
80).
- information activities in cooperation with the Aggrfor Forests, about programs, procedures,
and possibilities for support to the private forgsttor and rural development;

- direct coordination of support for private forestrers;
- technical and advisory activities in private foggst
- torepresent the interests of private forest owners

Associations of private forest owners, as well &g ther forms of cooperation, and the
implementation of forest policy measures, are irtgrar for achieving the goals of the Forestry
Development Strategy of the Republic of Serbia.

However, realization of these measures, and thaahildy of finances, demands urgent legislative
changes and building of institutional capacities.

5.3.2. Small and medium enterprises in forestry

The draft law recognizes existing entrepreneur@lviies. SMEs can perform forest harvesting,
silviculture, forest road construction, but theysnhbe registered for these activities and must raket
conditions prescribed by the regulations (200Ak, 44 Art. 99. It allows the establishment of
consulting agencies in forestry, which can perfdorest management planning, forest protection,
silviculture, advisory and technical support tovpte forest owners and SMEs in forestry (200&f4,

79). . Their employers must have a renewable licésmeed by the Chamber of Forest Engineers and
Technicians (2007/&Art. 94). These are regulations to further the developré&@MEs in forestry.
Basic regulations related to registration for basses in forestry and licenses required for forest

6 According to the Draft Forest Law, professiondhaé consists of: 1) preparation of strategic amgional
forest development and hunting planning; 2) analydiefficiency of legislative articles, 3) prep@éoa of
legislative solutions; 4) preparation of other pasional matters related to forestry sector; Shédion and
maintenance of informational system in forestry; d®ordination and custody over forest management
planning; 7) preparation and approval of annuadrtial programs; 8) coordination of the forest imeey
and forest health monitoring and 9) control overffgmened activities on forest protection (20@8t.70).
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employees working in SMEs and consulting agenciesuls ensure the quality demanded by
sustainable forest management. MA&D (Marketing Analysis & Developmégnplan has been
chosen as a possible approach in the work of this@y forest service.

The basic purpose of the MA&D is to identify podiiies of establishment and work of SMEs in
forestry. The basic goal of advisory support isiiorease the contribution of forestry in social
development of the Republic of Serbia (Nicholsbal, 2006).

Goals should be achieved by the following measures:

- expanding of capacities of the public forest sexvior advisory affairs on the national,
regional and local level (Directorate of ForestgeAcy);

- support to establishment and development of SMHEsrastry.

The first measuresshould be implemented through education and cpéailding for planning,
implementation and coordination of establishmerk development of SMEs according to the MA&D
plan on central, regional, and local lev@llee second measurgvill be implemented to enable owners
of SMEs to successfully development their busireserding to the MA&D plan.

Establishment of SMEs in forestry and financial mop for private forest owners and their
associations represents a priority for the devetypnof services and production . in forestry aral th
development of private forest sector.

6. PRIVATE FORESTRY IN THE NFP/NFS PROCESS

The State has recognized the importance of thafgriforest sector and its role is emphasized in the
Forestry Development Strate@®006). Measures defined in the strategy provatedevelopment of
the private forestry sector and, improvement ok$ts’ condition and economic situation of their
owners. In addition, they give perspectives foralegment of rural areas.

NFAP private forest sector measures include theaudor the establishment and development of
forest owners’ associations, based on experientdbeoprevious TCP. The first activities were
providing assistance in registering of new piloO2s and promoting the association of forest owners
by a number of workshops. Possibilities for estdititig of regional associations of forest ownersewer
also presented, along with possibilities for oltagrfinancing from the budget, as direct support fo
private forestry. A few projects for obtaining fumébr building of forest roads were also prepared.
The next activity was a visit of the Serbian PFOW &ME representatives (private forest owners and
small businessmen) to Slovenian colleagues andveia.

The promotion of associations of forest owneruugh the FAO projects, successfully contributed to
the establishment of a number of new private fapesters associations on a pilot scale.

However, in order to successfully promote the ggéern associating, direct support to PFOA should
be provided. This should include the establishihghe associations opportunities for joint forest
management and joint marketing of forest produectsaddition, public financing should be assured
and made available to FOA.

These measures were based on hiring of internateomdh national consultants for coordination of
SME activities in forestry extension; economic &sswf SMEs, market research of SMEs and rural
development activities of SMEs, on establishmenatining and work of a core group for market
analysis and development (MA & D) of SMEs, on ejgmtes obtained from study tours, and
exchange of experiences with a selected foreigimgia, as well as on other project support.

During the FAO projectForest Sector Development in Sefbide following activities were
concluded:

- training of the core group of professionals for iempentation of all phases of Market
Analysis and Development (MA & D) for SMESs, anditiag of potential new businessmen in
their aspects of the methodology, performed. A nembf workshops were organized at
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central and local levels. As a result of the capdwiuilding process, a number of candidates
(7) were finally qualified as MA & D trainers. Theyso received certificates of attendance.

- local level workshops, with selected FOAs and tpeiential SMEs, were organized in order
to identify needs and possibilities for establighi@ind development of new forest- based
SMEs.

- technical support for pilot SMEs, based on the MAD&Plan (phase | - Ill) provided to all
pilot SMEs (9) and concluded by finalization ofdibusiness plans for the most promising
businesses (sawmill, tourism, two nurseries andiymtion of mushrooms). Assistance was
also provided in preparation of their documentafmrobtaining initial state budget financing.

- Serbian translation of the complete version of M & D plan and descriptions of selected
Serbian examples were prepared for publicationused

- organizational and financial support for the vidithe Serbian FOA and SME representatives
to Slovenian partners, and vice versa.

- two new SMEs (nursery and tourism) obtained fundsnfthe Ministry of Agriculture,
Forestry and Water Management, to start and dexk®pnew business activities.

The results of the capacity building activities dzh®n the use of the MA & D plan, showed that the
support was very successful on the pilot scale.firhetwo SMEs have also registered their actgti
and received funds from the state budget. Howestezh an extension support for a large number of
individual SMEs could not be assured from the pubdrest service. The MA & D plan should be
used as teaching material for extension officera®ra guide to potential entrepreneurs for their
business development.

Although the forestry extension service did not énawiuch capacity for SME extension and
specialized institutions for SME support alreadisei other sectors, the forestry service coulty on

coordinate and support the use of planned publiddu(for forest-related SMESs), and eventually,
collaborate in the identification of promising pruds.

Propositions for the articles of tHéational Forest Action Progrant® related to private forests,
private forest owners, their associations and sraall medium enterprises in forestry will be
presented, along with policy and legislative regunents for their implementation.

Due to problems of private forest management aaddbt that forest resources have helped preserve
the social peace, reduction of migration from raadas, improvement of unfavourable demographic
structure and overall improvement of living conali in rural areas, private forestry developmerg wa
set as priority in the strategy (2006/Bhe Strategycommits the government to procure long-term
financial support and adjust tax policy in ordelingprove forest conditions and aid development of
the forestry sector by the following measures (2006

- increasing of forest area;

- increasing of forest productivity;

- establishment of an efficient system of forest geton;

- construction, maintenance and optimal density dbroads;

- encouragement of establishing and developmentivdterforest owners’ associations;

- support for establishment and development of samallmedium enterprises in forestry.

Two basic principles were set for private forestsfeasing public interest in principles of susadiie
forest management and achieving of the ownersopatsnterests.
The most serious problems of the private forestoia are:

- insufficient financial means for achieving of godkfined by the Forestry Development
Strategy;

1 According to the first presentation of selectedtitntions of NFAP, held at The Faculty of Foresiny
Belgrade 2% of April 2008, organised by the Directorate of &ts and FAO/GCP/FRY/003/FIN Project:
“Forest Sector development in Serbia
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- management companies lack funds for realizatigusefainable management principles;
- lack of support for private forest owners;
- annual financing policy is not based on strategogmams.

Solutions proposed by NFAP are:

- establishment of a Forest Fund;

- annual policy of financing forestry activities bedsm NFAP;

- existing financial means differently defined anddis

- procuring new sources of money;

- concrete support for development of private foyestr

- and connection with rural development funds.
The draft forest law, proposes the establishmenthefForest Fund (2007/Art. 82): ,...with the
purpose of realization of public interest and |alegm objectives determined by National Forest
Action Program”,and funds will be accumulated in a special accofithe ministry responsible for
forest resources. By the proposition of the Fokest it is planned that funds for the Forest Funt wi
be procured from following sources (2007t 83):

- fees for utilization of forests and forestland tat8 property;

- fees for conducting tasks of Public Forest Seririgarivate forests;

- rental fees of state forest property;

- contributions for forestation and improvement aefs functions;

- incomes from selling state forests and forestland,;

- budget of the Republic of Serbia;

- money procured by selling illegally obtained betsefiom forest¥:

- fees for clear-cut in changing forest (3e;

- and other sources.

According to proposition of Forest Law (2007Aat. 90, funds of the Forest Fund, are to be used on
the basis of the annual Government program, basepraposals from the Agency for Forests, for
support in implementation of mid term and annuabpams, and projects defined by NFAP.

And those programs refer to the following:
- forest reproductiot};
- construction and maintenance of forest roads;
- development work and support to project implemémtat
- promotion of sustainable management.
It is planned that forest owners will be able tosige money from the Forest Fund for improvement of

forest conditions through direct support in co-fin@g work. The planned share of the state in co-
financing of certain activities is:

- for forestation: 40-90 %;
- for regeneration of forests: 0-80 %;
- for silviculture: 25-90 %;

%2 e.g. finances obtained by the Forest Administrafiom selling wood from illegal logging, when petptors
receive court sentences and wood is confiscated.

83 After clear cut and change of land use of foréisése is compensation. This is to be paid directty the
Forest Fund.

% Forest reproduction, as proposed in the Draft Forest Law consistsldfestablishment of new forests,
silviculture, forest protection, sanitation of daged and degraded forests, forest regenerationecsion of
coppice forests, conservation, protection andsatiibn of genetic fund of rare, endangered andaiddutree
species and production of forest reproductive nedter
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- for reconstruction of degraded forest stands: 40690
- for indirect conversion of coppice forests: 90 %;

- for direct conversion of coppice forests: 50 %;

- for sanitation measures: 50 %;

- for construction of forest roads: 0-40 %.

According to the NFAP about 40 % of funds aimedftoest reproductidfi is intended foprivate
forest owners.

Support forprivate forest owners’ associationds planned, financed from the Forest Fund, through
advisory support for establishment of interest pizgions on regional and national levels and direc
support for establishment of new associations eridbal level.

Funds for forest management and labour protectidinbe available for organized forest owners.
Approximately 1.4 % of the total ten-year funds fowplementation of NFAP are planned to be
directed as support to private forest owners’ aatoos.

Support from the Forest Fund is planned for devekm ofsmall and medium sized enterprises in
forestry, as advisory support, and support for the establiént and development of SMEs. Study
trips and professional training will be also inadd Direct support in co-financing work and
procurement of necessary equipment is planned. oxgpately 0.7 % of the total ten-year spending
for implementation of NFAP is planned to be direces support to the development of small and
medium enterprises in forestry.

Planned measures of support for private forest osvaed small and medium enterprises in forestry as
well as the funds intended to this purpose can sigraficant encouragement for the development of
private forestry. However, realization of those swas depends on preparation and passing of
necessary documents, especially the new foresatalithe National Forest Action Program. National
political issues and the willingness of certairerest group and decision-makers to support themefo
of Serbian forestry and development of privategbeector primarily are also important.

% By the professional basis of NFAP, ten-year ndedsinances for forest reproduction are 450 millieuros,
which is 50 % of total financial needs for implertation of NFAP.
% Estimations for the total of the ten-year impleta¢ion of NFAP are 912 million euros.
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7. SUMMARY

Based on the results of the National Forest Inwgnttorests cover 2.2 millioma in Serbia (2008)
This corresponds to 29.1 % of the state territdhe total timber volume is approximately 362 miflio
m° and the total annual increment excedes 9 milidn

Private forests are most abundant covering appiateii|n52.2% of the total forest area, followed with
state forests, covering 39.8 % of the total foeesta. About 8 % of forests are not yet determimed i
terms of ownership by the National Forest Inven2008.

Development of property rights in Serbian forestry and their organization must \bewed
historically (Nonic, 1993). The property types aheir changes are closely related to the social-
economic conditions experienced in different agésdevelopment. The development of forest
ownership went through the stages of forest ashligpsource of welfare owned by the society in mid
of 19th century. Different forms of forest ownepsliprivate, communal, rural) were then formed by
the end of 19th century and defined in the firstbza Forest Law from 1891. After W W I, the
process went on in the opposite direction, andasattention was drawn to state or public forest
sector. However, it should be emphasized that fwif@est ownership existed in former Yugoslavia
throughout the whole period after W W I, unlike shaf “the Eastern European Block” socialist
countries, although the usage of private forestslimgted.

In 2008 the structure of private forests in Sersieows a large number of forest owners, with

corresponding small average forest properties iallsparcels. The private forest sector in Serbia is
characterized by high fragmentation of properteedarge number of parcels and owners, and by
insufficient organization of forest management. S&muently, small sized private forests under
today’s forest policy circumstances are a signifigaroblem for efficient forests management therein

Whatever, their size, significant timber volumedamnual increment, which are similar to those of
the state forests, stress their importance as resou

Two models of forest owners’ organizationgxist at the moment in Serbia - community forastlel
aiming at joint forests management and privatesfooevners’ associations aiming on representation of
members’ interests.

The forest communitySumska zajedni¢an Beocin was established in 1903 by 79 owneh& goal

of the Association was to help members, who wermlnagoor peasants, to secure some additional
income and satisfy their needs for wood for th@udeholds through common management of the
forests (Nonic, 2004). The forest community hasdpneinated as the only one in the region many
historical changes (changes of state and their rddirative requirements) and therefore presents a
unique value even on the European scale.

During 2006, several private forest owners’ assmia (PFOA) were formed. The associations are
NGOs and their statutes and overall goals are sienitar (Milijic, 2007). They aim to represent the
interests of their members and not on joint foreahagement. Every owner manages his own forests,
while the association coordinates joint works li&eest infrastructure, and joint marketing actisti
Training and cooperation with other associatiorgsiastitutions is carried out jointly. Even though
existing PFOA have been formed in the past twosjesome of them like PFOA Podgorac presents a
good example to other associations and unorgariczedt owners. The example of PFOA Podgorac
clearly shows that establishment of a well-orgashiggstem of state support (financial, advisory and
technical), can encourage activities of associatiand stimulate unorganized forest owners to
associate. However this process needs more timeviglop.

Although there are ten PFOAspational umbrella organization of forest owners in Serbia has not
yet been established. This can be explained begaase of the local associations are not working
strongly and members are not willing to supportrihe do not see clear interest and benefits from
such a national level organization. The presentsiotegislation is not supportive enough for that
while the local members do not have capacitiesdafithed clear interests to succeed. However, some
initiatives exist to establish an umbrella orgaticta which deserves further support of the state
administration.
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One can see that many private forest owners mathadreforests. The public forestry enterprises are
entrusted with performing so-called professional &chnical tasks in private forests the area they
manage (PE “Srbijasume” and Pe “Vojvodinasume”)wkeleer, the current organization of extension
and technical services for private forests anddhbk of an organized advisory service do not satisf
either owner’s needs nor the State demands foaigasle stewardship and improvement of private
forests. The biggest lack of the current systemrgénizing professional and technical tasks ingigv
forests is a cleaconflict of interest. Since the major task of PE is state forest mamagég private
forest issues cannot be in the first line of tlaiention. Performing services for private foreshers
can cause conflicts of interest, since forestersatbe independent in technical activities and
advising (Begus, 2006). Reorganization of profassi@and technical service and the foundation of an
advisory support service are seen as priority €mther improvement of private forests as well as
profits for the owners (Noniet al, 2007). At current, the Law does not even mentialirect and
direct measures of financial support for privateefd owners. Also theonstitutional status of
private forests is controversjadince private and state ownership rights are equodl have equal
legislative protection but all natural resources goods of public interest and therefore are owned
the state. This does not adequately define thasstdtprivate forests, since they are not consitlase
good of public interests. Moreover, support forvate forest owners in Serbia is in initial phasd @n

is implemented through the FAO project, and itsvies on capacity building of public forest
administration and support for forest owners’ aig@ms. Activities are performed through
workshops and education of forest owners.

Forest policy and organization of forestry in Serb& during the last 15 years has been built on a
centralized institutional framework, as laid outle 1991 aw on ForestsAfter the political changes

in Serbia, the Serbian forest sector is not fulliprmed, especially in deregulation and privatati
Significant steps were made in establishing aegjfatframework for the development of forestry in
general culminating in the formulation of the Natb Forest Program of Serbia.

In July 2006 thd-orest Development Strategy of the Republic of Serd was prepared and adopted.
This document represents a basic strategic andagewent document of the Serbian forest sector, and
by it, the State has determined the principleseliggment goals and the measures of implementation.
It set the framework and demands for intuitiondiom® and redefining of relations, roles, and
responsibilities within the complete Serbian fangstector. The State has recognized the importance
of the private forest sector and its role is emjzeakin theStrategy Measures defined therein provide
for development of the private forestry sector anthrovement of forests’ condition and economic
situation of their owners. The Strategy emphadizeseed for the development of small and medium-
sized enterprises in forestry (SME). The traditlosignificance of forests for residents of rural
regions, primarily for satisfaction of their basieeds for firewood and timber, determined the forms
of business in forestry and related branches.

The basic goal of establishment and developmesimafl and medium-sized enterprises in forestry is
to increase the contribution of forestry to ecormamd social development of the Republic of Serbia

The National Forest Action Program (NFAP), of the Republic of Serbia according to the Fayest
Development Strategy is the action plan for impletaton. The NFAP was passed in the Parliament
of the Republic of Serbia and it is valid for aipdrof ten years.

Two basic principles were set for private foresisreasing public interest in principles of sussdiie
forest management and achieving of the ownersopatsnterests.

The most serious problems of the private forestota got identified during the preparation of the
NFAP and solutions to those problems are foreskeas.planned that forest owners will be able to
receive money from its financial source, the Foreshd, for improvement of forest conditions
through direct support in co-financing work. Accoglto the NFAP about 40 % of funds aimed for
forest reproductioll, is intended for private forest owners. Suppont foivate forest owners’

67 By the professional basis of NFAP, ten-year ndedsinances for forest reproduction are 450 millieuros,
which is 50 % of total financial needs for implertation of NFAP.
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associations is planned, financed from the ForeastiFthrough advisory support for establishment of
interest organizations on regional and nationaklvand direct support for establishment of new
associations on the local level. Support from tbeebt Fund is planned for development of small and
medium sized enterprises in forestry, as advisoppert, and support for the establishment and
development of SMEs. Funds for forest managemedt labour protection will be available for
organized forest owners. Approximately 1.4 % oftibtel ten-year funds for implementation of NFAP
are planned to be directed as support to privagst@wners’ associations.

Planned measures of support for private forest osvaed small and medium enterprises in forestry as
well as the funds intended to this purpose can sigraficant encouragement for the development of
private forestry. However, realization of those swas depends on preparation and passing of
necessary documents, especially the new foresatalithe National Forest Action Program. National
political issues and the willingness of certairerest group and decision-makers to support themefo
of Serbian forestry and development of privategbsector primarily are also important.
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