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. EXECUTIVE SUMMARY :

The initial phase of Project Year Two was charanter by residual start-up problems that included
a lethargic implementation rate, key changes irjeetananagement, and concern regarding the
original program and budget. Significant time attention were allocated to addressing these
issues in the first half of the year.

The management changes were accomplished eattg ipetar, and in part proved only marginally
disruptive. These included replacing the expar@hief of Party, replacing the expatriate Deputy
Chief of Party, and replacing the expatriate Predu®rganization Specialist with a local staff
member. Changes that proved more disruptive tqptbgram were the replacement of the local
livestock and the tree fruit sector leads. Thesplacements required substantial time to
accomplish, and thus progress on these two impiostantors was not as great as expected.

The unsatisfactory rate of implementation requiradch of the year to bring into balance.
Solutions to this problem included a major rampofiSTTA use, capitalizing on new program
opportunities, and revising the Project strategyegoing trade show and fair participation.
Together these changes contributed greatly to &sang program relevance, generating a higher
level of program activity, and providing a more gwotive and rapid expenditure of funds.

Concerns about the budget and program were addréssmally by requesting a program and
budget modification. This request was approvee ilatthe year and resulted mainly in a reduced
grants component and an increased budget for Rrageovities. This has provided Project
managers, sector leads and cross-cutting spesialigh the flexibility needed to design and
implement a more vigorous, responsive, and oppiiytainiven program. In turn this has also
assisted the Project in addressing the prior twblpms described.

The overarching goal of the Project in Year Two wasolidify the
program by; a) validating the selection of our siMsectors; b} STUDY

setting the program on course to effectively adsiezrch sub-sectoff ©n the Effects of the
and c) establishing the momentum necessary to reptimum | ©Clobal Economic Crisis
implementation over succeeding Project years. @chy these| ©nAgricultureinSerbia
objectives was largely accomplished, but successliwited by two
major obstacles encountered during the year. b A

The first was the impact of the global financialsis on Serbian
agriculture, which was more severe than expecidte second was
the unanticipated failure of SIEPA, and the Mirnysdif Agriculture, _
to fulfill their commitments to financially supportargeted S St R
international trade shows and fairs, key Projecmponents. S
Overcoming these obstacles required operationalbiléy on the part of the PrOJect and the

development of innovative program strategies. Wiiile Project found ways to mitigate these
problems, Year Three nevertheless will begin with impact of the financial crisis still evident,

and with ministry support for international evestidl uncertain.

et e

In the process of setting the Project on higherd@mgntation and impact trajectories, a number of
important lessons emerged that will serve as usgfides for succeeding Project years. Among
the most notable are:
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* Niche product markets that can withstand harsh @oan conditions can be successfully
identified.

* Niche markets can serve effectively as safety wathiging economic hardship.

* Exports can take place in virtually any market gtods, but the products will vary and
must be carefully selected.

» Grants must be carefully structured to have maxinprogram impact and support the
larger program. They must be strategic in desighpurpose.

» Expatriate and local national STTAs are invaludbteject resources, and can provide the
lifeblood to development programs.

» It is critical that we are able to measure activitypact credibly. This contributes to
program strategy and decision-making as well asgpion.

 The Project components of Policy and Environmerg

important stand-alone activities, and not just paog | OBUKA O BEZBEDNO]
augmentations_ PRI["IENI FESTIC!DA |
ZASTITI ZIVOTNE SREDINE
* Year Two was focused on setting a firm program seui_ —
Year Three must serve as the transition to sudikEn(f

program operations for Years Four and Five.

» Identifying and acting on unforeseen opportunisesuld
emanate from Project strategy, not casual occuesenc

* Meaningful cooperation with other projects and dsnis |
possible, and can enrich the Project, but it must |
programmed and cannot be contrived.

* Project management needs to manage external esalitot |
be driven by them. An example is our global finahcrisis
study, with the resulting recommendations.

Lessons such as these learned during Year Two pasigoned the Project well to move towards
the outsourcing of its services and programs in fitere, and towards creating the local
institutional base that will continue deliveringhmical assistance beyond Year Five.

During Project Year Two, a total #33.9 million of agricultural and food products wetelivered

by Project client firms, based on a total contrd@mount of $50.3 million. Sales of processed and
fresh fruits and vegetables account for 80% oftoie delivered sales registered through the annual
client survey. Based on the survey, the Projed significantly exceeded the Performance

Monitoring Plan sales target of $7 million in Yé&awo.

Project Overarching Indicator Y2 Target Y2 Actual Result
Dollar value change in agricultural product saled & SAID T
Agribusiness Project beneficiarig®elivered sales) $ 7 Million $ 33,913,483
Contracted Sales N/A $ 50,368,601
Under Negotiation $ 44,807,950

Annual Report Page 2



USAID Serbia Agribusiness Project — Year Two Annual Report

. ACTIVITIES PLANNED & IMPLEMENTED DURING THE PERIOD:

Component 1: Increased Efficiency & Competitivesesf Agribusiness

OBJECTIVE 1.0 COMMODITY ACTION PLAN ACTIVITIE S

Activity 1.0.1 Berry Fruits:

To increase the overall competitiveness of, andirenthe rapid and broad-based growth of the
berry fruit sub-sector, the Agribusiness Projecttomed to support the sub-sector. During the year
Project assistance was mainly directed at busiedssesed on the fresh market. In addition, a set
of activities tailored to improve the quality anales of higher value-added products were carried
out, to further develop the operations of berryitfprocessors. Previously identified leverage
points, such as the national association Serbiaitsk-the Arilje Agricultural Innovation Center,gh
Cacak Fruit Research Institute, and the Arilje SAHSociation continued to play an important role
in supporting Project activities. In some case#aboration with them was expanded to include
direct assistance, and/or using them to provideces for Project clients.

The negative impact of the global financial crigait was initially evident in the fall of 2008
expanded, and began to affect Serbia more sevdtglgg the year, not only in export-oriented
sectors such as berry fruit, but in the generabi&er economy, with the result of increased
unemployment and insolvencies, and decreasing Gi#y unfavorable natural conditions in the
spring and summer 2009 have significantly decre#isedields and quality of the fruit harvested.
The main characteristics of the berry fruit seao2009 can be characterized as follows: declining
global demand, falling export prices, a carry-ott@m the low profitability of the 2008/2009
season, high debt loads among the processors, imitéd new investments. The following
paragraphs will provide details of the main evemdertaken during the year.

Training and Advisory Program for Serbia Blueberr§rowers: With Project grant funding the
Arilje Agricultural Innovation Center implemented Blueberry Training & Advisory program.
The primary goal of this program was to help biBlerbian blueberry production capacity, and to
ensure high yields and increased productivity foe blueberry growers. Besides blueberry
production and harvesting, the program providedicadand practical assistance related to post-
harvest management, product marketing, and edtaigiduyer linkages. The program focused on
ten Producer Organizations from South/Western agntr@l Serbia. The Project provided funding
for the preparation of a guidebook and the prowisad advisory services in the field, while the
Center provided equipment and services for the rarmag With this program a total of 10
introductory training seminars in high-bush bluepesroduction were conducted around Serbia.
The training sessions were attended by 162 growerambers of blueberry growers’ associations,
cooperatives and/or informal groups and ABDS preksd In addition to the theoretical training,
500 copies of the guidebook on blueberry productma 1,000 leaflets were produced and
distributed to the attendees. During a serieofigits by a two-member team, 56 blueberry fields
were visited to assess field conditions and plawetbpment status. In addition more than 80
blueberry growers were advised on fertilizatiorrjgation, and specific orchard management
measures that will help these growers improve glantlopment, yields, and fruit quality.

Primocane Raspberries Consultanttn Year One the Project successfully assistestésted berry
producers introduce varieties of raspberries tihatrmaost suitable for fresh markets due to their
shelf-life, extended production season, and verpdgphysical appearance. To ensure the
successful establishment of the new raspberry djetohd the achievement of good yields and
income for the producers, the Project hired PrafoNt, an experienced ABDS provider to provide
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consultancy services. Between March and June,. MNibolic delivered a series of training
sessions, and over two cycles he provided adviseryices to five client businesses that are
developing primocane raspberry production in Djevd, Sabac, Kraljevo, Varvarin and Pirot.
Each of the five business received a one-day trgisession in site selection, land preparation, and
planting. These sessions were attended by 47 ithdils, either the growers or employees of
participating businesses. Following the trainiegssons, the consultant visited the raspberrydijeld
checked land preparation, planting and the fielchag@ment practices. He also provided one-on-
one advisory services related to nutrition, irngat and plant protection from pests and diseases,
and he recommended other measures that will helweags maintain good plant development and
provide solid potential yields.

Expatriate Blueberry Consultant: To strengthen the capacities of Producer Orgaoizatand
ABDS providers involved in high-bush blueberry pwotion, and to enable them to successfully
deal with issues related to production, post-hamemagement, and the marketing of fresh berries,
the Project brought in Mr. Richard Dale, an experexl producer and marketer of blueberries in the
USA. As a first step, Mr. Dale assessed the grgwionditions and status of blueberry production
in Serbia, as well as the need for improvementsost-harvest operations. Following that initial
step, Mr. Dale made a series of field visits toebkerry producers where he shared his knowledge of
good practices from USA. These visits providececlirassistance to more than 25 growers and 5
ABDS providers, and the advice provided will alldem to increase their yields and improve the
quality of their blueberries. The consultant adgtivered three training seminars in early Juné tha
were organized in cooperation with the Producera®izations and the ABDS providers of
Central/Western Serbia. Besides covering the majoics — blueberry harvest and post-harvest
operations — during the training courses Mr. Dalplaned how the establishment of blueberry
farms could be improved, and he presented the rafisttive blueberry farm management
techniques. More than 90 participants attendesktlsessions, including blueberry growers, ABDS
providers, representatives of Producer Organizstiand local authorities. Finally, a set of tragi
materials — manuals on blueberry field establishmdémarvest & post-harvest management,
irrigation, nutrition and plant protection, as wel the EU marketing standard for blueberries —
were produced, and they are posted on the Proetsite for downloading and dissemination.

Arilje Raspberries at Prodexpo 2009, Moscowhe Project provided a grant to allow the Arilje
SME Association to gain access to new markets,tandcrease the sales of Arilje raspberries, a
product with PDO (Protected Designation of Origirussian importers and wholesalers showed
significant interest in Serbian fruits, and in é$&hing cooperation with the Arilje cold-stores.
Besides successfully launching the promotion oflj@rraspberries in the Russian market, the
association and its members signed contracts v&81®,000 for the sale of fruit products, with
$250,000 destined for the Russian market and $60goihg to Swedish customers. Items to be
exported include prunes, frozen blackberries, and sherries.

Trade Mission to the United Kingdom - Applicatiorf blew Varieties in Serbia:As a direct result

of a Trade Mission to the UK, that was implemerttgdSerbian Fruits, the participating businesses
have imported 92,000 raspberry canes. These eaeed the Polka and Tulameen varieties, which
are the preferred varieties for the fresh markehenEU. With these materials Project clients that
travelled to the UK, plus three other companies wbimed the initiative afterwards, have
established 10 hectares of new raspberry fieldsipply the fresh market, and they have established
a nursery stock of 10,000 mother plants. To ensieesuccessful establishment of these new
raspberry orchards, and good vyields and substantames for the producers, the project hired
Prof. Nikolic, who guided and advised the producdwing the establishment and the initial
management of these new orchards.
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STTA for a Feasibility Study on Cranberry Productioin Serbia: To address the lack of
knowledge and information related to the productboranberries in Serbia, the Project brought in
Mr. R. Tomesh from the University of Wisconsin. .Mromesh, who is a berry fruit specialist,
advised the Project on the suitability of condifoim Serbia for cranberry production, and he
recommended production, harvesting and post-hateesinologies. Combining a desk study of
relevant materials and data provided by the Projeith findings from field visits, the consultant
concluded that there are favorable natural conastia Serbia for cranberry production, and that the
organization of profitable production of this criggfeasible. Mr. Tomesh prepared a set of training
materials, and delivered three training sessiorfserev he instructed Serbian producers on bed
establishment, irrigation, fertilization, harvesgfinpest and disease control, and cost & benefit
analysis. The training sessions were attendedlbgréwers, and representatives of nurseries —
potential producers of planting material and ABD®viders. A local consultant, Miss Jasminka
Milivojevic, assisted Mr. Tomesh in his work by piding technical information and interpretation
of the growing conditions in Serbia. Based ondbesultant’s report Jasminka developed training
materials in Serbian that have been posted onrtijed® web-site for downloading.

Activity 1.0.2 Dairy Products

Over the course of Years One and Two the Projestgleaerally followed the strategy set out for
the dairy sector in the Value Chain Analysis, arelCommodity Action Plan. Efforts have focused
on creating a favorable environment for systemengfes within the sector, and the development of
new distribution channels for Serbian dairies aadydoroducts. The main activities still underway
from the Year Two Work plan include finalizing th2airy Farm Management Campaign, the
adoption of 1ISO 22000 certification by dairy progas grantees, establishing more local and
international market linkages, and ABDS capacityiding. The program to introduce new dairy
management software, and the marketing/packagimgtgrare only now getting under way, due to
lengthy approval procedures. The following sumzesithe main achievements in the dairy sector
over the course of Years One and Two.

» Dairies participated at the Novi Sad and Fancy Haod with great success

* One dairy has signed a contract with Metro Casha&for private label products
» Seven dairies have been linked with Montenegrinoirtgrs & traders

» Five dairies have received grants for the markefinpmckaging grant program

» 50 dairy farms have completed the dairy farm mamege campaign

e Taurus AC developed and published the Dairy Farnd&ior Serbia

In Year Two, the Project was significantly influeacby the Global Financial Crisis, with partner
dairies abandoning their investment plans and fagusn business consolidation. As a result the
Project has to adapt to these trends as well. ilefe general negative trends, dairies have been
able to maintain their levels of business operati@md some of the dairies have even managed to
implement some of their investment plans. Theofeihg paragraphs will provide details regarding
the main activities in the dairy sector for Yearalw

Nationwide Milk Quality & Farm Management Campaign:This is a core one-time dairy sector
support activity, aiming help dairies develop, &xgand, the model approach to other commercial
farms, thus increasing the supply and quality off milk to meet EU standards. During the
preparation phase, the Agribusiness Project idedtifProducer Organizations and Service
Providers which will also benefit from the prograand have the opportunity to increase their
organizational, managerial and service delivery abdjlies. These organizations are: the
Simmental Association from Cacak, the Preobrazéigeners Cooperative from Guca, Maksi
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Farm, the Veterinary Station of Guca, and the Qsriter Rural Development in Zrenjanin, Novi
Knezevac, and Vrsac. The campaign completed: distetssments of all 50 farms, feeding analyses
and feeding program developed food safety and mmiclagy, plus reproduction animal health
modules, group trainings and monitoring and coivecactions. Some of the substantial results,
before final performance and monitoring are: thetipi@ation of over 300 farmers in general
training programs, a Dairy Management Guidebooklavi@ both in hard and electronic format,
and lectures contributed by Taurus AC and theicispguest, Jack Behan, a Veterinary Specialist
in Reproductive Physiology and a technical constitd the US firm CRI (Cooperative Resources
International). The Campaign is in the closingyegawhere final sales and performance results will
be collected and used for promotion among muniitiea) local economic development agencies,
and dairies with the goal of promoting and adoptstgndard dairy farming procedures, thus
benefiting all relevant stakeholders.

Help Producer Organizations Implement Internationabtandards: This activity followed the
adoption of a new Veterinary Law, effective frorndary 2009. Under the law, all entities
(companies, individuals, etc) dealing with food grots of animal origin must enforce at least one
procedure in accord with HACCP standards. Kuc Yp#&om Kragujevac, and Velickovic Dairy
from Surdulica were selected for grant supporntplement, and receive certification for, the 1SO
22000 standard in their companies.

Support Development of Commercial Dairy Farm Agribmesses: This activity focuses on
supporting the development of commercial dairy lagginesses which are targeting dairy
processors’ needs for a premium quality raw milgdy. These businesses will also be focused on
export markets, and dairies which prefer to develompanies that can become their core supply
base, by operating farms with hundreds, not dozsngairy cows. However, in a time of financial
crisis, dairies will be able to provide only limitsupport to a number of interested investors i ne
commercial dairy farm agribusinesses. What is imeg an important initiative in these turbulent
times is a request from dairies and larger farmgrmvide them support in manure handling
technologies, enabling them to consolidate theimfaperations and create new sales through
transformation of animal waste into liquid manuegtilizer and energy. The Agribusiness Project
is developing relationships with interested stak#dws and is working on identifying qualified US
consultants who can come out on STTAs to work \wittal ABDS providers to provide technical
assistance to these beneficiaries.

Developing a Framework for a National Dairy Assotian: Early 2009, being characterized by
the financial crisis and market disturbances in sattors of Serbian agriculture, brought the
guestions of effectiveness of Ministry of Agricukumeasures, especially related to dairy industry.
Thus, dairies showed interest to develop a framkvior creation of an industry representation
body. For that reason, the Agribusiness Projeethihe internationally renowned dairy expert, Mr.
Gabriel Pascual, who has had significant prior erpee working in Serbia on a USDA project
promoting Serbian Dairy Industry in the US markét.the course of the assignment, Mr. Pascual
and the Dairy Sector Lead met with a number ofitlgadairy companies assessing their views on
the feasibility of creating a Serbian Dairy Indystssociation. The Agribusiness Project organized
a one day conference aimed at creating the frameiamr establishing the Dairy Industry
Association. The event, which was attended bythedl dairy companies which were invited, has
justified the USAID Agribusiness Project initiatif@ establishing the association.

Enhance Agribusiness Linkages for Market AccessThe USAID Agribusiness Project has
facilitated market linkages for Lazar Dairy fromaBé with the Metro Cash & Carry supermarket
chain. The dairy passed Metro’s inspection, amy tiave signed an agreement for the production
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of a Metro Private Label cheese. In addition, udhties agreed that Lazar dairy will supply five
Metro outlets in Serbia. To date, sales haveddt&P00,000.

Montenegro Business to Business Everis part of theeffort to develop/improve communication
among domestic dairies, and consequently createpaesentative industry association, the
Agribusiness Project supported of B2B event witke thMontenegro Hotel and Restaurant
Association. Seven dairies participated in thenewshere the Kuc, Nis, Zlatibor, and Lazar dairies
developed a new market for their products. Theneskowed that the Montenegrin market is very
fragile and that there are only three or four mdistributors who are solvent and who are worth
partnering with to access that market. Techniogbsrt for the B2B event was provided by Mr.
Gabriel Pascual. The annual survey showed thaettairies have reported more than $500,000 in
sales as a result of this event.

Assist Dairies to Obtain Halal Certification: The Agribusiness Project and SIEPA supported
participation by the Sabac Dairy at the GulFood,Ralich is held in Dubai. However, to establish

and expand sales to Islamic countries, the Sabay Wl need to have dairy products available

with the Halal certificatation. The Agribusinessofect brought in the international Halal market

expert, Dr. Cedomir Nestorovic from ECCEC Faculty Raris, and he delivered training and

technical assistance for selected dairies, antthistry of Agriculture.

Activity 1.0.3 Livestock

Year Two of the Project was marked by the arriiabamew Sector Lead, after several months
without a Sector Lead. The new Sector Lead begiim a review of the sub-sector strategy
developed during Year One, with the incorporatibnew developments in the sector. During this
period, the list of Project beneficiaries and partoompanies was re-evaluated, and new clients
have been added (including meat packers and prarses&BDS providers, and government &
scientific institutions). The Sector Lead has alenducted extensive field visits, and met with and
interviewed key players in the sector to gain ddrainderstanding of the challenges in the sector.
The purpose of this effort was to thoroughly untierd the value chain in a short period of time,
and to confirm, or identify new, points of leverdgethe livestock sector.

This process was followed by a fast start of imm@ating the revised strategy. The main issues
identified as hindering the progress of the livektsector (low herd numbers, limited incentives for
fattening operations, as well as poor linkages betwstakeholders) continued to be the target for
Project interventions. The Sector Lead brouglwim expatriate consultants early in the process to
address specific problems related to primary pridngbull fattening operations), and to design
strategies for strengthening the linkages betw&skebolders within the sector. A special emphasis
was also placed on capacity building for ABDS pdevs within the sector, namely veterinary
services, livestock consultants, laboratory faesit and veterinary drug distributers. In addition
the promotion of value-added products within tivedtock sector was incorporated into the sector
strategy. A number of companies from the livestsektor, including ABDS providers, are also
participating in the International Standards gramtsgram, the Marketing & Promotional activities
grant program, and the Business Skills Improverpeogram.

Another aspect of assistance during Year Two wasthphasis placed on collaboration with other
organizations and donors, in particular with theDASoffice in Serbia (the Project jointly
organized a workshop on the application of HACCigiples at the farm level), and the USAID
Competitiveness project (the Agribusiness Projadentook an assessment study on the availability
of slaughterhouse waste for use in an alternathnexgy project). The following paragraphs will
provide details regarding the main activities ia ttairy sector for Year Two.
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Linking Producer Organizations, Farmers, ABDS Pralers, and Slaughterhouses:Project
grantee Agrar Kontakf successfully completed the grant program “Inczeé®lds in Baby Beef
and Sheep Meat Production”. With this progrégrar Kontaktimplemented a series of five
training sessions in five regions of Serbia, cawvgr range of topics related to productivity at the
primary production level, and enhancing the linksetween farmers, cattlemen’s
associations/cooperatives, ABDS providers, andgsitarthouses. The total number of stakeholders
trained included 20 Producer Organizations, 20 AB@S8viders, 5 slaughterhouses, 14 local
government and/or rural development center reptateas, and over 90 farmers. The Project,
throughAgrar Kontakf has continued supporting the targeted beef gattiducers from these five
regions. A total of 250 doses of genetic matedhlfirst-class Simmental breed bulls was
distributed through local veterinary stations, hb@&nce genetic performance, increase yields in beef
cattle, and improve meat quality.

Integrated Marketing in Livestock Sector Strategyeielopment: Over the course of Years One
and Two, the Project has identified that in theditock industry individuals and businesses lack
networking linkages and relationships, which resuit a fragmented and heterogeneous group of
businesses unable to improve the overall statutheflivestock and meat industry. Producer
Organizations (both producers’ and processors’y] ABDS providers play a critical role in
livestock sector development. The Project brourgl&TTA consultant Stephen Neel to develop the
concept of Integrated Marketing in the Livestockteg which could be transposed to selected
stakeholders throughout the production chain - deee backgrounders, feedlots and
slaughterhouses. With this strategy the emphadlibeplaced on direct marketing, better-quality
production practices, improved animal handling prelventive measures. As an initial part of this
effort, the Project used the opportunity of th& B&tional Conference of the Meat Industry for Dr.
Neel to give a presentation of the integrated margeconcept in the livestock value chain to the
audience, which was comprised mainly of meat ingustchnologists and food safety experts.

Training Programs to Improve Links among LivestocBtakeholders: Primary production of
livestock has been identified as one of the keyeidmments to sector growth. Reduced herd
numbers, a poor economic and social environmenttHerrevival of the livestock sector, and
underdeveloped links between stakeholders, namebupers and processors, as well as the limited
availability and the poor quality of services aable within the subsector, are the main issues that
are constraining the Serbian livestock sector. r@we course of Year Two the Project implemented
the following training programs to support the Lsteck Sector:

1. Management of Respiratory Disease in Beef Cattl€hree individual seminars on this topic
were delivered by Dr Grant Dewell, a veterinary fbggecialist from lowa State University.
These training sessions were presented in Novi B&dandCacak in April 2009. A total of
146 participants attended the seminars, with exdangeterinarians, beef cattle farm managers,
pharmaceutical distributors, meat industry and sliwek coop representatives, educational
institutions, and representatives of veterinaryitui®s and laboratories attending. The focus of
these sessions was on preventive measures, e§peaeigarding cattle respiratory diseases
which remain one of the main causes of death lpsseeased production costs, and reduced
efficiency in beef cattle production systems. TEheeminars were offered in cooperation with
the Veterinary Chamber of Serbia, and have bedndad in their list of continuing education
programs, which are now compulsory for all licensederinary practitioners in Serbia. A
Training Manual on Beef Cattle Production, espécialeveloped for this seminar were
distributed to all participants. Additionally, theainings served as an opportunity for local
ABDS providers to present their commercial serviedated to animal health diagnostics and
treatment to other stakeholders. At all three tiooa, regional Veterinary Institutes presented
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the commercial services they offer relative to atifaus disease diagnostics and on-farm visits.
By organizing animal health trainings of this kirahd by inviting local service providers to
participate, the Project is aiming to facilitate timtroduction of new products and services in
the Serbian market which can lead to decreaseduptiod costs and increased profitability in
beef cattle production.

HACCP on Beef Cattle FarmsFrom June 17to the 14, in Ecka near Zrenjanin, the Project,
in cooperation with the USDA, organized a traingggninar orHACCP on Beef Cattle Farms
The purpose of this three-day seminar was to uggbéasecurity measure capabilities on beef
cattle farms by stressing prevention and infornmatsharing as the key elements for viable
businesses. This three-day seminar was presentethrbe US veterinary experts, with
additional inputs by the Project's STTA Stephen INee the integrated marketing concept
within the beef industry. The target audienceudeld Ministry representatives and veterinary
inspection on the USDA side, and thirteen USAIDrsmyed participants from the private
sector, including feedlot managers, service pragid@rivate veterinarians, cattle feeding
industry representatives and livestock cooperatinagers. All the materials from the
seminar, in both Serbian and English versions, teen uploaded onto the Project’s web site
and are available to all interested parties.

Participation of Meat Processing Companies in TraB8&ows: The Project supported participation
in a number of local and international trade fdiysclient meat companies, and these companies
have had success in developing new commercial cisnéad in generating new international sales.
The details of fair participation by meat companseas follows:

1.

In February, the Big Bull meat processing compaisitad the London IFE fair with Project
assistance. The presence of this company at thddrofair was of high importance, since the
British market is unknown to the Serbian meat ifiuand Big Bull became acquainted with
this new market and the opportunities it offered.

Two companies from the livestock sector exhibitegirt products at the Novi Sad Fair in May
with Project assistance. This was the first tirhat tDelikos from Sopot, a start-up family
owned company, and Turkovic from Sjenica, a Halapoet certified medium sized
slaughterhouse, had had the opportunity to prabeit products at this fair and connect with
new and potential buyers. As a result of this, fliese two companies reported $200,000 in
signed contracts, and an additional $1.2M of catérander negotiation.

Big Bull, Neoplanta, and LTS exhibited at the Mosc@/orld Food fair in September, at the
Project’s booth in the Meat Hall at the fair. Tiee meat companies signed sales contracts
$1.3M, and they are negotiating an additional $4ibMontracts. At the end of Year Two these
companies had already delivered products value®280,000. The Russian buyers have
expressed a keen interest in Serbian processeds,meats, and ready-to-eat meals. The
companies expressed an overall satisfaction wighrésults achieved, and the contacts made
during the fair.

The Project supported several local fairs in Semulach also provided opportunities for
presenting their products to local agribusiness€ke Sjenica, Krusevac, and Nis local fairs
were of particular significance for the livestoakctor, and the Project provided limited one-
time financial, as well as technical, support te fhir organizers. USAID visibility at these
fairs was significant, and the fairs were an imaottplace to make contacts with different
livestock sector stakeholders.

Increasing the Production of Value Added ProductsAs part of the Marketing & Promotional
grants program, four companies from the livestoegt@ have received preliminary approval for
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grants. These companies are: Delikos, Big BullroZy, and Nucleus Centar. The companies
have applied for assistance to upgrade their madketapabilities, enhance their promotional

materials, and to improve their visual and packagdentity. The companies have estimated that
the impact of this assistance enable them to aelf@/6M in additional sales, and create 12 new
jobs over the course of 2010.

Serbian Meat Products Market Assessment.ocal STTA consultant, Ivan Lukic, began his
assignment to assess the Serbian meat market ®wlaedend of Year Two. Mr. Lukic will
conduct an assessment of the management, markatidgnerchandising capabilities of a number
of small & medium sized meat processing comparaes, explore other elements related to the
processed meat products value chain. The reptrprevide the Project with an evaluation of the
current situation in the meat market, and providditeonal perspectives for development of the
market for value-added products.

OTHER LIVESTOCK SECTORACTIVITIES :

> A number of livestock companies are finalizing tbensultation services related to the
implementation of, and certification in, ISO 22080d 1SO 14001 as part of the program on
International Standards. These companies will imecaertified, and submit their final grant
program reports, within the next few months.

> The Livestock Sector Lead, and several meat semtampanies, participated in the Halal
certification seminar presented by profesS8edomir Nestorovi on July 22, 2009, in Belgrade.
The aim of the seminar was to present the oppditgniand the potential, for Serbian food
companies to provide products to the regional dodaj Halal markets.

> Dr. Stephen Neel submitted his Final Report on @téerhouse Waste Evaluation. This report
was prepared in collaboration with the USAID Conitpainess Project, and it was an
assessment of the availability of slaughterhousstevior use in an alternative energy project.
The report will be translated into Serbian, andtg@dn the Project website, as information
available to all interested stakeholders.

> A number of companies and ABDS providers from tliestock sector have participated in the
training seminars presented around the countryaas g8 the Business Skills Improvement
program implemented by the Agribusiness Project.

Activity 1.0.4 Mushrooms & Herbs

Activities in Year One were focused on increasimg ¢competitiveness of Serbian agribusinesses in
foreign markets and developing market linkagess thareasing the value of exportSuring Year
Two the focus within this sector has been on thHd wiushroom stakeholders, with the strategy of
gradually shifting the volume of sales from bulkr&gail. With Project assistance, approximately
15% of the wild mushrooms which were previouslydsas bulk product are now being sold for the
retail market. While the wild mushroom group hatablished good forward momentum, there is
still a lot of room for shifting from bulk to refai Serbia has yet to take full advantage of the
opportunity to export high value final productsddhe Year Five goal for the Project is to have the
retail market account for 35% to 40% of the wildghtooms previously sold as bulk.

Project assistance to herb companies has been @u-aoc basis so far, and has consisted of
assistance to individual companies without a clsi@ategy. The main activities have been
participation in international fairs, assistancénprove design, packaging, labeling and marketing,
the adoption of international standards and cediibn, and training events. Despite the fact that
these activities were not strategic in nature, theye achieved significant results. Serbian
medicinal and aromatic herbs do not have the higheality or the lowest price, but it seams that
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Serbian medicinal and aromatic herbs have a goed/guality ratio. In Year Three and beyond,
the Project will give market opportunities like seemore attention and they will be incorporated
into a strategic approach.

Bad weather conditions in 2008, and the finanadisis; have marked the first half of the reporting
period. Bad weather conditions significantly reeldiche quantities of wild mushrooms available
for sale during the winter. Winter is known as #hewest season for the sale of wild mushrooms,
but low inventories from 2008 on the part of thegassors have reduced sales even further. The
situation changed in second half of the year, wWithstart of the 2009 harvest. Favorable weather
conditions increased the quantity harvested, ahaunit prices were lower. Nevertheless, client
companies reported a significant increase in galéise fourth quarter of Year Two. The financial
crisis is affecting all Project sub-sectors, bigaems that the Mushroom & Herb sub-sector has not
been significantly affected, in terms of demandanyl of the buyers of these products have been
indirectly affected, especially domestic buyerss @&result of the crisis many local retailers are
extending payment terms for their suppliers, amgliththe main impact of the financial crisis.

In response, the USAID Agribusiness Project hasaied several activities which are oriented
towards market diversification and increased expor®ther general support activities that have
been undertaken during Year Two to support theos@atlude the following:

Training for Export Oriented Companies and Sectop&ific Trainings: The Project organized a
number of training events to assist client companie the Mushroom & Herb sector. These
training sessions included the following activities

» Consultant Cherif Moujabber from the US “Nationads&ciation for the Specialty Food Trade”
(NASFT), delivered a training seminar to 35 papi#its. The training focused on the US
specialty food market, changing global consumerfepemces, market perspectives, and
specialty food shows, with an emphasis on the adpecialty food association can play for the
national industry. Bilje Borca, Fructus, Herba,riiaPams, and Strela attended the training.

» The Agribusiness Project sales and marketing tigievents for Serbian companies exhibiting
and visiting the international fairs supported dgrivear Two. In addition, the marketing staff
and representatives of the Montgomery Group from WK, conducted training for the IFE
trade shows regarding prospects for these faigsttanpotential market for Serbian companies.

» A number of sub-sector stakeholders participatethenBusiness Training Program. Training
sessions covered following topics: Development toditegic and business plans; Finance for
non-finance managers; Selling skills; Integratedrbdding Communications; and Connecting
with the market and fairs. Companies participatmghese training events were very satisfied
with the quality of the training, and they all refeal that it will improve their business.

Support the Adoption of International StandardsThe Agribusiness Project is implementing a
comprehensive program to support Serbian agri@llfpnoducers and processors in the process of
introducing the international standards ISO 22@ldpalGap, and 1ISO 14000. Four Mushroom &
Herb sub-sector companies have been approved &ortggto implement these standards. Th
companies involved are: Bilje Borca, Adonis, Mactéand Dina pecurka. They are all in the process
of implementing the standards, and they will beifted in early 2010.

Co-Fund Exhibitions of Producers at International &rs: The Project provided training and
technical assistance to a group of Mushroom & Hmyimpanies to exhibit their products at the
following international trade fairs: IFE (Londorfpjal (Paris), WorldFood (Moscow), Vitafoods
(Geneva), Fruit Logistica (Berlin), Anuga (ColognBjoFach (Nimberg), Fancy Food (New York),
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Agriculture Fair (Novi Sad), and others. Most bé tsales recorded in the Annual Survey Results
are a direct result of this Trade Fair activityartitipating companies observed the latest proegssi
and packaging technologies, and established comtdthumber of input suppliers as well.

Support Sales Delegation Trips to EU and North Anean Markets: Beside the assistance
related to above mentioned trade fairs, the Prag@ssisting companies that are not ready to
exhibit at these fairs. One example is the Natidssociation of MAP collectors and processors
"Dr Jovan Tucakov". This organization was assistath the organization of a visit to the
Vitafoods International Fair in Geneva. A totalsefven companies, all members of the association,
were assisted to visit this fair and make new ntargecontacts. The primary goal of this activity
was to help small and medium sized Serbian MAP @mgs, with good export potential, to reach
new international markets and sell their productshigher prices. Other goals were: assess market
demand, establish business contacts contact ipatsders (especially tea ingredients which can
not be found or grown in Serbia), and prepare tiraganies to exhibit at the fair in 2010. All of
these goals were accomplished, and the assocragonbers have already contracted for more than
$400,000 in sales, and delivered products withal t@lue of more than $250,000.

Improve Packaging Design & Labeling for Export Masgkts: As a result of the grant program:
“Redesign of the Tea Bags, and Labeling as per US8k& Requirements”, the Bilje Borca
Company has signed a sales agreement with its {p8rter, Sava, Inc., for their teas. On Jun&' 22
the Bilje Borca Company delivered the first shipmeitheir products to the US market with a total
value of $92,000. It is expected that annual @eles will be at least $250,000.

The grant program “New packaging for Strela Prosluist ongoing. The Strela Company is in the

final stages of developing a new brand name, amétgoe design. It is expected that this new
packaging will result in increased exports of $800, over the coming years, and up to six new full
time jobs over three years. The total budget fids program is estimated at $40,000, and the
Agribusiness Project is providing a cost-share amofi$16,500.

Effective market access, especially the markeinafl foroducts, requires a significant investment in
marketing and promotion. Bearing this in mind, #hgribusiness Project designed an incentive
program - carried out through grant funding — wharerested Project clients have access to
financial support from the Project to improve th@iarketing capacities. As a part of this program
of support to marketing and promotional activitiédsur mushroom and herb companies will

participate in the program, and two have alreadnkegpproved for grants.

Provide Support for Policy Reform for Wild ColleateProducts: The Agribusiness Project helped
the “Jovan Tucakov” association to prepare a lettédh recommendations on reforms of the
legislation regarding the control of wild collectpdoducts which was sent to the MAFWM, the
Ministry of Environment, and the Department for Eommental Protection. The institutions
contacted have not responded positively to themaesendations provided by “Jovan Tucakov”, so
the Project will take different approach in Yeardén Over the course of the next year the Project
will either strengthen the existing associationassist the key firms in the industry to createewa n
association that could be a more effective advdoatmdustry positions.

New National Level Herb Processor and Exporters ésistion: The Trade Mission to the 2009
Vitafoods International Trade Fair in Geneva insezhthe participant’s interest in export markets,
and it strengthened their cooperation. The needafdully functional, national level, business
association for the industry is now recognized. e Bxisting association, “Dr Jovan Tucakov”,
cannot fulfill the role of a national trade asstioia, and it should focus on technical issues & th
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future. A new national herb processor and expa@s$spciation needs to be established to deal with
processing and export issues, such as organizin§dhbian exhibit at the Vitafoods Fair next year.

Collaborative Activities with Other Projects: The Strela Company is participating in the
Community Connections Program being implementedMuyld Learning Serbia. This program
offers a three-week, homestay-based, practicalitrgiopportunity in the US for professionals that
demonstrate aptitude and leadership potential fferdnt fields. Ms. Aleksandra Prokopovic,
Strela’s marketing specialist, participated in tpimgram, and while in the US she meet with
American counterparts, and learned about Americarketing and business practices first hand.

Increased Visibility for the Agribusiness Projeat iEastern Serbia: The Project’'s Deputy Chief
of Party and the Sector Lead met with represematiof RARIS (the Regional Development
Agency Eastern Serbia) to present an overview afbiginess Project activities, the Mushroom &
Herb sub-sector strategy, planned Year Three &eyiand to discuss the potential for project
activities in the Zajecar region. Representatifresn local NGOs, the municipal agriculture
department, the LED office, and rural developmaertters, from seven municipalities to attend the
meeting. Following the discussion, it was conctudleat RARIS should be the leverage point for
information distribution regarding future Agribuess Project activities. From the local side,
RARIS and the municipality representatives willarh potential clients in their area regarding the
Project in order to increase the Project’s visipilo businesses in this part of Serbia.

Activity 1.0.5 Tree Fruit:

As with the Livestock Sector, the Tree Fruit seetas without a Sector Lead for the initial quarter
of Year Two, and a new Sector Lead was hired dartyre second quarter of the year. The new
Sector Lead has gotten off to a quick start, asnsigevery familiar with the sector and had worked
with many of the Project’s client firms prior toijing the Project. The new Sector Lead has been
following the activities laid out in the Year Twoovkplan for the sector, and the following
paragraphs will provide details regarding the aitis and events completed this year.

Support Market Requirements for Product Certificatt (GlobalGAP): Four companies involved

in tree fruit production applied assistance toadtrce the GlobalGAP standard (stone fruit and
apple production), and one company applied foiritreduction of ISO 22000 (operation of a ULO
cold store for apples). ABD Prom, Atos Vinum, aadravo Organic have successfully passed
through the certification process for the introdorctof GlobalGAP, while Greeny has passed
through the certification procedure for both GlébaP and ISO 22000. Obtaining the GlobalGAP
certificate is very important for apple producelsge to the new agreement with Russia concerning
pesticide, nitrate and nitrite residues in freslitforoducts exported from Serbia.

Improved Harvest and Post Harvest Managemerfrom February 20— March &' Professor.
Chris Watkins undertook a consulting assignmenadsess the utilization of ULO cold stores in
Serbia. He visited cooperatives and companiesgusiis technology for apple storage, and
provided technical assistance. Based on the ameats the needs of the stakeholders visited, the
Consultant created a training program which waweledd to a group of selected sector participants
dealing with the storage of fresh apples in ULOdithons. A total of 40 participants were present
at the training, with representatives from six proer organizations, nine companies and
universities, five ABDS providers, and three frdme tnedia. The training material, in the form of a
technical manual, was provided to all the partiosipa Based on the report provided by Prof.
Watkins, apple post harvest issues will be treatechore details through events and activities
included in the Year Three Workplan for the TresifFgector.
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Imﬁrove Farm-Level Productivity and the Quality dfresh Apples: From February 20- March
14", Professor Mirjana Bulatovic from Michigan Stateitersity, visited Serbia to assess the
current status of apple and pome fruit productiechhologies used, and specific problems that
producers encounter during the process. Ms. Bulatdso provided on-site technical assistance to
client companies and producer organisations. Mitrg seminar on advanced apple production
technologies followed the site visits, and it wasducted in cooperation with an ABDS provider
whose expert from Israel provided training on adedh irrigation technologies. Forty-three
participants attended the training, including repreatives from seven producer organizations, nine
companies, two agricultural universities, seven AB@oviders, and two from the media.

According to conclusions from the field visits, amdjuests made by apple producers, the need for
technical assistance on the issues of plant iragatutrition were identified. Professor Brian
Boman from the University of Florida was selectedotovide technical assistance in these topic
areas late in the fourth quarter. The consultanftopmed field visits in order to assess the lafel
irrigation and fertigation technology being appliacapple production among Project stakeholders,
and followed that up with a training program fopbgpproducers using drip irrigation systems. A
total of 23 participants attended this trainingss@s, which included representatives from ten
ABDS providers, three producer organizations, fieepanies, and one media representative. The
consultant will also develop detailed fertigatiorograms for three production client companies,
with the goal of lowering their production costglaaising the quality of their fresh produce.

Agricultural Innovation Center Laboratory Certificion: With grant support, the Arilje
Agricultural Innovation Center has passed throughfinal assessment for obtaining the certificate
from the Accreditation Board, and will receive tfieal accreditation certificate by the end of
November. This certificate will enable the Innowatcenter’'s agrochemical laboratory’s soil and
water analyses to be official, and it will guarantbeir precision. In addition the list of labanat
services will expand, particularly for services aee by fresh fruit and vegetable producers, who
are seeing increased requirements for food safetyirsspections in the main export markets. It is
estimated that more then 1,000 farmers will becsdie by the introduction of the new technologies
and standards at the lab, and that the laboratavigsin providing advisory services and consultant
assistance for safer production will be strengtdene

Providing Sales & Marketing Support for Internaticad Trade Fairs: Throughout Year Two, the
Project supported participation by tree fruit comipa at the following fairs: Fruit Logistica in
Berlin, Bio Fach in Nuremberg, GulFood in DubaiEll London, Fancy Food in New York, and
World Food in Moscow. A total of 16 companies ak8DS providers took part in these fairs,
either as exhibitors or members of a sales missidre recent exhibition by fresh fruit producers at
the World Food fair in Moscow was a fair with vemgh potential for fresh fruit exporters. The
value of negotiated and contracted sales achieyéxbb fruit companies at this fair exceeds $4M to
date. As a follow up on the contacts and conchssimade from this fair the Tree Fruit Sector Lead
provided information on distributers of fresh frubntacted at the fair to Project beneficiaries
involved into this type of production. Since timerest shown at the fair by Russian companies for
purchasing fresh tree fruit from Serbia was sigaitfit, the role of the Project in providing future
sales opportunities for companies and cooperats/esnsidered as significant. In the future the
Project will organize visits of interested Russlawyers and distributers with Serbian fresh fruit
producers, as well as providing contacts for batks

Assist Tree Fruit Companies to Access New Market#&s a result of meetings at the Fruit
Logistica fair, Dr. David Smith, the representatofethe largest importer of fresh sweet cherries in
the UK, the J.O Sims company, visited Serbian swieetry exporters in order to better understand
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their production capacities, the varieties growmjtfquality, and packaging. Growers that are
currently supplying the Burlat Pro company own timy mature sweet cherry plantings in Serbia
that produce significant fruit quantities. Howevére levels of production technology, quality

control, and packaging are not in accord with #guirements of the UK market. Out of the three
companies visited, Borjana, a company from Soutt&erbia is estimated to have the highest
potential for exporting as soon as the orchard mesidhe productive phase. The production
technology at this orchard are highly developed andet the market requirements, and
consequently present the best potential for a shggment to UK, which will be organized during

the next season, providing that adequate packagjioigtained.

Providing Linkages with Buyers from External Markst This activity has been a regular element
of the Sector Lead’s cooperation with the MarketBgales team throughout the past year. In
order to respond to inquiries from local and foreiguyers interested in purchasing fresh and
processed fruits from Serbia, market linkages Hzeen provided with the appropriate producers.
Linkages concerning dried fruit, frozen sour chesrisour cherry puree, fresh apples, and pears
have been created, and results will be followed up.

Support for the Youth Enterprise ProgramDuring the second quarter of Year Two ABD Prom
participated in the internship program that wasvaauring the summer months.

Support for Cross-cutting Activities: In cooperation with Marketing & Sakes, and
Communications, the Tree Fruit Sector Lead hasigeava text on fresh apple and sweet cherry
production in Serbia for Eurofruit magazine.

Joint activities with the Producer Organisation Gplest are accomplished by including producer
organizations in the training sessions organizedtfee fruit clients. Training and technical
assistance on apple postharvest activities, ancgmag ULO cold stores were addressed towards
cooperatives, since the greatest number of ULO stwices are owned by cooperatives.

In response to the program for training to imprduesiness skills for agribusiness companies,
cooperatives and associations, the Tree Fruit Beotad has been informing stakeholders
regarding these sessions, which were attendedppgsentatives from 8 companies in this sector.

Introducing new Packaging Technologies for Procedsé-ruit-Based, Products: In accordance
with the Grant Agreement signed with Desing compfamyfinancial support to develop innovative
packaging, and to introduce new packaging techiyologheir production of fruit fillings, toppings,
dressings, and syrups, this company has concluaktdpthe activities included in the Agreement.
An innovative new bottle for fruit toppings has hesdeveloped, together with the tools for bottles
and for safety caps, and the new packaging wasdated into regular production in June.
Purchasing equipment for aseptic packaging is atgss, as well as consulting services to support
the adoption of this type of packaging.

Support Clients to Increase Added Value through Mating and Promotion: Four companies
from the Tree Fruit Sector have been approved fantgsupport for the design and development of
packaging, promotional material, websites, a newngany logo, and product labels. These
activities will take place in the first quarter dfar Three, and are expected to generate an
additional $1.4M of additional sales of fresh andgessed tree fruit products.

Other Tree Fruit Sector Activities:The Tree Fruit Sector Lead has been providing datapple
production and marketing in Serbia to the Atos Wincompany that will be entering the fresh apple
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market this year. Information concerning predominzarieties, yields, quality, storage, the main

importers and export prices, and average priceshenlocal market have been provided to the

company. The company’s representatives have reggli®soject assistance to get this data in order
to create marketing plan prior to apple marketiegssn.

The Tree Fruit Sector lead provided informatiorBtalat Pro company on current prices of sweet
cherries in the EU that were needed in order tpgneean offer for a French buyer interested in this
product. Information on last year’s prices on lingal market, export prices, and the packaging of
apricots and peaches were presented to the Agrognapany, to enable them to respond an inquiry
from a Russian buyer.

In order to estimate the status of plum and pruoeuyxtion in Serbia, Tree Fruit Sector Lead has
been performing a number of interviews and visiteampanies involved in dried fruit producing,
which is mostly prune production. The reason fboasing this commodity for research is an
estimate that the exports of dried fruits from Sedre lower than their potential (contributingyonl
3% in the total exports of processed fruit prodyas well as an awareness that these products are
in demand in both the EU and Russian markets.

In connection with this research, a visit was pened to the Plum Festival in Osecina which is
dedicated to the promotion of plum growing and pesing. This region, situated in Western
Serbia, is traditionally involved in plum producti@nd contributes more than 40% of total plum
production in Serbia. Project assistance for #netbpment of this subsector within the Tree Fruit
sector are included in the Project workplan for fyEaree.

Activity 1.0.6 Vegetables

Activities of USAID Agribusiness Project in the \atgble sector for the past year were primarily
directed towards strengthening the competitivereisslomestic producers and their products.
Considering the fact that competition became mamed, both in domestic and foreign markets,
Project clients were trained to apply various aagting measures, and thus become more
competitive in their markets. During this periofdtiee continuing global financial and economic
crisis, the most needed type of assistance wasemdrkersification. The structure and size of
production have changed considerably, both in pynmoduction and in processing. In fresh
vegetable production, the arable surfaces undegtabbte production were considerably decreased
due to producer’s inabilities to collect debts fridme previous period. On the other hand, surfaces
for the production of vegetables which require liowestments were increased, at the expense of
higher quality, more expensive products, whichesger to place on the market.

Processing capacities have decreased due to thiitinaf processors to place products from the
previous year, thus rendering large quantities efetables unusable, and reducing prices on
domestic markets. There was a significant in@eagroduct placement through the “Kvantas”
markets, and exports to neighboring countries, @riyn to Bosnia-Hercegovina, Croatia, and
Montenegro, through local dealers with the paymealiected in cash. Through the presentation of
domestic producers at foreign agricultural faingnsgicant progress was made in changing the
traditional image of Serbian companies as produgkstaple foods. Much progress has been made
towards promoting Serbia as a producer of highityydinished products. It is also important to
note that four distribution centers began functigriluring the year, which created better conditions
for the placement of fresh vegetables in foreigmkeiz.

The following paragraphs will describe the mainht@cal assistance activities undertaken by the
Project over the course of Year Two.
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Training on Post-Harvest Management for Producer @ps: In this activity, post-harvest
techniques and measures were presented to produnceétablace, Mrcajevci, Rajac, Trbusani,
Obrez , Gospodjinci, Silbas, Zabalj, Despotovo, é&ded-utog and other areas. Participants were
large-scale commercial producers of storable véiggaonion, carrots, potato, red beets, parsley,
celery root, etc. As part of the activity, STTAoRessor Zoran llic visited several large-scale
producers at each location, where the present methiostorage, and potential improvements, were
discussed, which will result in reduced losses.

Advisory Services for the Association of Potato Bugers from Leskovac: The Agribusiness
Project team facilitated preparations of the Asstian of Potato Produceksondor from Leskovac
to register a cooperative, and as such apply foama (NIP) for building a storage facility.

Global GAP Awareness SeminarsVegetable producers from all parts of Serbianaitel a one-
day seminar, which was held at six different lamagi where information about the GlobalGAP
certification, and Agribusiness Project support fioe adoption of this standard were presented.
Producers who supply supermarket chains, as wédrgs-scale producers who plan to enter export
markets where this standard is a requirement, sthdle greatest interest in this standard. (Eight
clients are in the process of implementation of #tandard as a result of Project assistance)

Visit to Fruit Logistica Fair for Vegetable Produgs: Vegetable producers, and members of
cooperatives and associations, visited the Frujidtawa Fair in February, 2009. This activity fs o
crucial importance for capacity building of the I8an producers. Equipment for semi-processing,
or for fresh cut vegetables, were of the most egefor the vegetable producers.

Facilitating World Learning’s Selection of Managergor the U.S. Visit: The Manager of the
Vegetable Producers Association from Silbas, Msrijsiza Pejak, and Mr. Petar Mojzes, manager
of the Agrokooperativacooperative from Horgos, were recommended by #wd® Lead for the
World Learning program — Community Connections. eJé individuals were selected for the
program, and they traveled to the US in May whéreytlearned about the organization and
management of Producer Organizations in the UrStates.

Farm Management Training for Managers of Producer r@anizations: A four-day training
seminar was held in Kovacica, where 24 large-seadgetable producers received training in record
keeping and the basics of farm management. Thsstha first of three sessions, after which the
producers will have an improved ability to organilze financial aspects of their production, and to
achieve better results through financial planningd eost reduction.

MDD Strategic Plan for a Packaging and Processingaéility: This company already owns a
7,500-ton, state-of-the-art cold storage capacitiie company requested technical assistance from
the Project for technical support and informatiegarding the set up of a large-scale vegetable
processing facility in the Novi Sad area. Thisilfgcwill rely on the large scale vegetable
producers in the region for its future input suppr. Stephen Neel, conducted the research fer thi
assignment and prepared a feasibility study for MieD Group. After the analysis of the
production potential and market opportunities, fpuocessing lines were recommended for the
production of value-added products including onaryot, potato, and sweet pepper.

Facilitation and Promotion of Lucic Prigrevica Comamy: As a result of this Project activity, the
Lucic Prigrevicacompany signed a contract with the Metro Cash &\Csasupermarket chain and
became a supplier for following fresh vegetablesrats, onion, and potato.
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Improvement of ABDS Provider Skills (Global GAP)n coordination with GTZ, ABDS providers
from the vegetable sub-sector participated in @-flay training program for GlobalGAP inspectors.
These ABDS providers have become official AB-Ceadife inspectors after they successfully
passed the on-line exam taken after the trainiegice.

Post-Harvest Training for ABDS ProvidersTwenty extension service specialists were trained o
post-harvest management. This was a new subje&BDOS providers, since this technology has
not previously been implemented in Serbia by amcaljural institution/service.

Farm Management Training for Extension Service Prio\ers: Agricultural economists from four
agriculture stations were trained in farm managemegthods. The goal of this training was to
develop their capabilities to assist agricultunadducers with their financial management, and the
planning of their production.

Improvement of Business SkillsA significant number of client companies in the etdple sector
were trained in sales and negotiating businesks si#ome of the companies, liBgotrend Donato,
have already used these skills and achieved retvlarkasults in negotiating with buyers.

Linking ABDS Providers with Local Producers: The Agribusiness Project has facilitated the
strengthening of contacts between ABDS provides pioducers, in order to bring them closer
together and increase the level of their collabonat The ABDS providers have not shown an
adequate level of professionalism, and their presem the field is rare. All contacts are usually
made by phone, from the office, and without persapatact with their potential clients, which is
crucial for their businesses.

Sales Mission and Exhibits at the Fruit Logisticadt — Berlin, Germany: For the first time,
companies from Serbia presented fresh vegetabl#®itU market, at one of the world’s largest
fresh produce fairs. The following companies pgrated as exhibitorsdyDD Group from Kac,
Zitohemfrom Zrenjanin, andavel Valentand they achieved significant results.

Presenting Local Producers at the Novi Sad Agriaual Fair:  Two companies from the
vegetable sector exhibited at this faBiotrend Donatofrom Novi Sad, and.ucic a.d.from
Prigrevica. For both companies, this was firstitheir products were exhibited at an international
fair. These Project clients are more than satisfigth their participation at the fair and they
achieved remarkable results, and established dsrtacfuture cooperation and sales.

Sales Mission and Exhibiting at World Food Fair — &cow, Russia:Four clients presented their
products to the Russian marketucic Prigrevica Repro Trejd MDD Group, and Medved;]
Russian buyers showed interest in both fresh ancegsed vegetables. Transportation costs are the
largest obstacle for future development of saledbéoRussian market, and this is also an issue with
the Belorussian and Ukrainian markets.

Sales Mission to Gulfood Fair — Dubai, Saudi ArabiaThe Prima Produktcompany, which
specializes in sweet corn and green pea produgtanicipated in the abovementioned fair. As a
result, the company sent over 30 offers to inteceparties and/or contacts made at the fair.

Marketing and Promotion Activities in the SectorDuring Year Two, Six processing companies
applied for funding to improve the visual identif/their company, or to adopt new packaging and
labels for their products. These companies hane glarough a training session presented by STTA
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Jeff Spear, who emphasized the importance of prppekaging and label design, and the effects
these factors can have on sales and marketingdardcompanies.

Involvement of Students in GlobalGAP Seminar&tudents of the Biofarming Farming Faculty in
Backa Topola, and the Agriculture Faculty Novi Spdrticipated in the GlobalGAP Awareness
seminars. As future agronomists, it was importanthem to familiarize themselves with current
trends, and be updated in the field of implemeaotatf standards in fresh production. Students of
the Vranje Agriculture high school also particightbe GlobalGAP seminar there.

Involvement of Youth in Vegetable Sector Specifidaihing: Recipients of the junior
achievement awards for vegetable sector partiagpatall sector specific trainings, including: Post
harvest, Farm Management, and Improvement of BasiBills.

Facilitating Foreign Investment in the Vegetable &er in Serbia: The TNI company from
Holland, and their representative Mr. Karl Wronglame to Serbia to check possibilities for a joint
venture business with Serbian producers. Six lmestand producers were visited, and discussions
were held regarding the potential and interestawheSerbian company. The presence of GTW
(geo-thermal waters) heated production facilitibg, ground water temperature, the flow potential
of the well, and the land areas available for thedpction were priorities for the TNI company.
The ITN concept is to establish glass house prioaluatith Serbian partners, where the Dutch
partners will provide the technology and skills éopercentage ownership in the new company. All
the local producers showed great interest in plessidoperation.

Introduction of Local Cucumber Producers to Hungain Processors:As a result of facilitation
efforts, the ATP Irrigation Company signed a cocitraith primary vegetable producers for 1,500
tons of cucumbers for pickling. The company willrghase, clean, and sort the products, and
export them to the final buyer — a processing itgdih Hungary.

Facilitation with Large-Scale Producers and Distuition Center: Over thirty large-scale
vegetable producers have been introduced t@liovi Fructuscompany.Plodovi Fructuss new

on the market, and their operation is planningth@ purchase, cleaning, sorting, packaging and
distribution of fresh vegetables for a known buyevith 80% for export. Test shipments have been
completed with eight suppliers, while several ashare in the negotiation process for future
cooperation witiPlodovi Fructus

OBJECTIVE 1.1 STRENGTHEN PRODUCER ORGANIZATIONS

In Project Year Two the Producer Organizations (ROjnponent was encountering certain
difficulties in implementation of planned activiie Firstly, it was decided that the existencehef t
position of Producer Organization Development Adwias part of the expat Project personnel was
not longer necessary. Consequently, the local lgerdOrganization Development Specialist was
named as the responsible party for the developarhimplementation of this Project component.
Secondly, in the first five months of Year Two tbeal PO Specialist was also responsible for the
Tree Fruit Sector which is considered one of tlweae with highest potential. Only after the hirin
of a new Tree Fruit Sector Lead, in February 20085 the PO Specialist able to dedicate all of his
time and resources towards PO related activitidse following paragraphs will provide the reader
with details regarding the activities undertakentbg Producer Organization component of the
Project during Year Two.
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Activity 1.1.1 Strengthen Organizational Capacitis

Conduct an Organizational Capacity Assessment oleSted Producer Organizationstn order to
measure the current level of managerial capacitya@feted Producer Organizations across the six
sub-sectors, in this case Associations and Coapesatthe Agribusiness Project conducted a
survey based on the Organizational Capacity Assassitool (OCAT) as planned in the Project
Proposal and Performance Monitoring Plan. Thedetogontracted most qualified local service
provider through a public bidding process to impdetrthe survey based on proposed methodology.
The program of evaluating the organizations asQ@eAT model was launched in December 2008,
and completed in February, 2009. The leading dtarsiy Mr. Goran Zivkov (an ex Minister of
Agriculture) made a comprehensive final report gade Project staff a presentation of the results
and findings from the survey, with recommended rirdgations for follow-up support to the
assessed organizations. Facilitators that haveedathe trainings, and successfully conducted
evaluations of producer organizations, were awasdigh achievement certificates and they will
serve as valuable resource for future assessnigntgghout Serbia.

The OCAT assessment included six National Assamiati 24 local Associations and 41
Cooperatives, for a total evaluation of 71 orgainire that were identified as potential Project
beneficiaries. Final scores of the assisted predocganizations on the OCAT system will be a
baseline for measuring changes in capacity growttr eime. The overall assessment results
indicated that the major constraints identified hwiAssociations and Cooperatives in Serbia,
regardless of their level of development and siaes poor internal organization and low
management capacities. The situation is somewlsterb with Cooperatives than with
Associations. OCAT also identifies three groups cooperatives, based on their level of
organizational and operational capacity, and ptessilssistance required. An understanding of
financial management was identified as the largesblem for cooperatives, and that is followed
by sales capacities, relations with outside pastrend cooperative management practices in
general. Management usually lacks basic businedls $& operate farmers’ cooperatives as
agribusiness-oriented firms for effective marketargl supply services. The Project will use these
findings as basis to design the type of capaciiidimg programs needed to strengthen targeted
producer organizations over time.

Capacity building programming for producer organigans: The Project hired U.S. Consultant,
Mr. John Haydu, who visited Serbia in July and Asigio develop a capacity building program for
producer organizations, based on the OCAT surv&gcording to findings from the assessment
report a decision was made to focus capacity mgldiaining activities primarily on cooperatives
as for-profit organizations which can have an intgoatr role in the transition process for farmers in
Serbia. Associations, as not-for-profit entitipspvide limited services to their members and are
not focused on enhancing agricultural incomes andl@yment. The assessment results indicated
that the highest potential for improvement is witboperatives. The Consultant visited a selected
number of cooperatives that were subject to OCATvesu to discuss the issues facing each
individual organization, collect feedback on suruegults and suggested support types as the
baseline for capacity building programming down time. Managers and members interviewed
openly admitted that they and their members neegaficant trainingto begin operating as a
viable enterprise. As a result three training mesldor agricultural cooperatives, which will be
implemented in Project Year Three, have been deeelo An additional, fourth module has been
developed for associations and informal farmer gsanterested in becoming a cooperative.

Nationwide Training Program for Cooperative Managerwith Ministry of Agriculture: The
Project reached an agreement with the Ministry gfieulture on joint funding and implementation
of nationwide training program managers of agrimalk cooperatives in Serbia. The training
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program will help targeted agricultural cooperasivemove the existing constraints by assisting
their managers to improve business skills idemtifées lacking during the assessments. Jointly
implemented, this activity is expected to reachrgdr audience, enhance the quality of assistance,
and to utilize resources more efficiently. The j@eb has formulated the content and types of
trainings using findings from the OCAT study, aheé training modules developed by Consultant
John Haydu. The training program consists of tiseggarate modules in the following fields/areas:
(1) Cooperative Business and Strategic Managen@nhgEinancial Planning Tools for Cooperative
Managers; (3) Marketing, Selling and Communicat®kills for Cooperative Managers. Training
materials and brochures will be printed and publisHor further dissemination. Training
participants will be selected according to critediefined by the Project, and the Ministry of
Agriculture. The Project will arrange the part&ijpn of cooperatives from the six targeted sub
sectors, while participants invited by the Ministify Agriculture may well cover other agriculture
sub-sectors, including grains, oil seeds, and shgets.

Organize and Support Larger Stakeholders’ Assomas: In Year Two, the Project was
supporting stakeholders to initiate the formatidnseveral national associations. One major
weakness identified in the Serbian agribusinessr@mwient is a shortage of developed industry
associations that represent the interests of theestors. Activities to organize companies from th
specialty food sector in national industry Assdoiatwvere slowed down due to fact that majority of
companies from specialty food arena are alreadplwed in forming of organic and dairy
Associations and that can be additional burdehded stakeholders in this period.

Capacity Development of Fruits of Serbia Nationakgociation: The Association’s development
in Year Two was slowed down due to a delay in tegfi®n of a new entity, and because of the lack
of promised help from the Ministry of Agriculturenéd the Chamber of Commerce for the
operational start-up costs. However, as the mablems facing this association we identified the
lack of skilled management, a proper organizatigtaicture, clear goals, and a mission and long
term strategy. Furthermore, the association shdefohe the range of services that it will provide
to its members and secure member commitment artdisaisility. The Project will identify and
hire a foreign expert for association developmemork with the association’s Managing Board to
cope with these issues. Despite the initial pnoisleFruits of Serbia succeeded to organize a
number of activities with Project assistance tleatdfited their member companies:

> A visual identity for the Fruits of Serbia assoiathas been developed. Logotype and a book
of graphic standards for the association has bespaped by a local service provider, based on
guidance from Jeff Spear, a graphic design condiitethe Project;

» The Association organized, in cooperation with Miny of Agriculture, a one day conference
on the requirements for the export of food to thsgtan Federation (GOST-R certificate);

» The management of the Association have been trama@dprove their business skills through
training programs organized by the Project;

» For the first timehe Fruits of Serbia association organized a joint pthomal activity. Several
companies and cooperatives, members of the assogiakhibited at a joint booth at Belgrade
Horticulture Fair and presented themselves unden#ime Fruits of Serbia;

» Under the umbrella of Fruits of the Serbia assa@matand with Project assistance, nine
companies and cooperatives exhibited their prodatatse Agricultural Fair in Novi Sad;

» The Fruits of Serbia association organized a gafupine member companies to exhibit at the
Anuga Trade Fair in Koeln, Germany, in October 2008der the Association umbrella and
with Project financial and technical support. Tdeordination of activities and information
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dissemination to member companies regarding prépasafor the fair and cooperation with
USAID Agribusiness Project was completely carriedl lmy Association.

Support Creation of a Serbian Organic Food Assoaat: The Ministry of Agriculture strongly
supported efforts of organic stakeholders to foew ssociation as the umbrella organization and
facilitated a number of meetings. The Agribusinesgect was also involved during initial steps of
forming the Serbian Organic Food Association, tgkpart in stakeholders meetings, providing
advisory on the most suitable type and legal fofnfuture organization, potential structure and
budgeting, as well as activities and services shatld be provided to the industry. Members were
advised that, besides the membership fees, thecks®m must have other sources of financing
through service delivery.

As a result, the inaugural assembly meeting offitise National Organic Food Association named
.Serbia Organica“ was held and the association been finally officially registered in August
comprising over 100 members. Representatives wiynestablished national association “Serbia
Organica” presented their organization and plaraaiities to USAID Agribusiness Project senior
management. The Association will rent office spaod hire a general secretary as of October
2009. Serbia has great possibilities, with it$0.hectares with organic production, to get clase t
the area of 600.000 hectares, which is estimatetbagenient for such kind of cultivation. The
Project will help association to develop internedamization, by-laws, articulate their strategy and
support planned activities in 2010 that will beh@&sociation members.

Initiative to Create a new Herbs Processors Busisésssociation: The Project supported seven
companies that are members of the Medicinal andmatic Plants Association of Serbia, to
conduct a trade mission to 2009 Vitafoods Trader kaiGeneva, and met with buyers and
distributors to negotiate potential sales. Thé latccapacities of the Association to organize and
coordinate this activity, and their great dependenic Project assistance, forced the companies to
take a decision to form a new functional businessoeaation that will serve their interests
efficiently. The Project met several times witle tiroup of companies that will make a core of the
new association to facilitate their efforts, pravigdvisory on the most suitable type and legal form
of future organization, activities and services tfaould be provided to the industry, as well as on
type of the Project assistance they can expect.Prbgct will help companies to set up viable
organization, define their strategy and activitgrpand carry out planed activities.

Initiative to Establish a National Blueberry Orgamation: As a result of networking and technical
assistance delivered by the project, an initiatoveestablish a national umbrella organization was
launched by the Project clients - blueberry grovesrd related ABDS providers in Serbia. Primary
objectives of the organization would be improvirgdberry production technology, market access
and lobbying for its members. To foster the itivi@ the Project organized and hosted a meeting
between main blueberry stakeholders; represensati¥érilje Ag Innovation Center and blueberry
growers’ organizations from Arilje, Belanovica, @rifrava and Bajina Basta. Project staff
presented current trends at the blueberry markeEurope and participants discussed production
and expected yields in Serbia as well as potefatigbint sales at national and export markets.

Support Creation of a Dairy Processors Associatioihe Dairy Sector Lead recognized the need
by medium sized dairies to create a Dairy Proces&ssociation that will represent their interests
towards businesses and government institutions aaltless anti-competitive market behaviors.
International dairy association expert, Mr. GabRelkcal, was identified by the Dairy Sector Lead
and hired to foster development of such organimatio Serbia. The consultant presented at the
group meeting of dairy plant managers most efficrandels of food industry based associations,
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organizational structure, roles and responsikglittd members, and ways of budgeting for the
association. The participants showed strong istéceestablish a new dairy processors association
and the Project will provide assistance to suppad guide this effort. A meeting with the local
Law Office was arranged to acquire more detailedsady on the types of legal entities that could
be used for this purpose. A Limited Liability Coamy, as originally proposed in the Consultant’s
report, was replaced with the Association as thestmdeal legal entity that could be easily
transitioned into new structure once new Assoamgtiolegislation passes thru the Serbian
Parliament. The first joint activity of the dasieas an informal group was a trade mission to
Montenegro and meetings and exhibition to Montenétptel Association (MHA).

Support new Farmers’ Cooperativesin Year Two the Project has been supporting farners
organize new cooperatives. Most of these initegtiwere from berry fruit stakeholders. The berry
sector lead, and PO Specialist have provided advessistance on a case-by-case basis:

» New blueberry growers cooperativdRecognizing the cooperative structure as the dmstept
to advance their organization, members of Assamatif Blueberry Growers from Belanovica
have decided to establish farmers cooperative.paks of the Agribusiness Project strategy to
assist non-profit associations to upgrade to pwfgnted cooperatives the Project supported
inaugural assembly meeting of new Blueberry Grovgmeperative and presented interventions
designed to develop new organization

» New mushroom growers cooperativeThe ten largest mushroom growers from different
regions in Serbia decided to establish a cooperdtmat will serve them to organize joint
purchase and quality control of raw materials, artipular compost, which is crucial for
increased productivity and quality of the outplihe Project met several times with the farmers
to discuss best ways to organize new entity ang@tipts development. In May they have
registered “System Eko-funghi” cooperative. Thej&bwill include this new cooperative in
the trainings and technical assistance plannecdear Yhree.

Activity 1.1.2 Support Consistent & Standardized Poduction

GlobalGAP Product Certification of Small-Holder Faner Groups: The Producer Organizations
Specialist was assisting the Ag Info & Policy Spéist in the organization and preparation of
GlobalGAP seminars in Cacak, Nis, Smederevo, Ned &nd Subotica. Producer groups that have
applied to introduce GlobalGAP standard were twacafjural cooperatives, two associations, and six
informal groups gathered around downstream buyers as processing and exporting companies as the
potential certificate holders. At the end, only rfogrant applications for introduction of group
certification in GlobalGAP were approved by the ilgsiness Project; one cooperative and three
companies representing 50 smallholder fruit andetage growers. The key element for group
certification in GlobalGAP is to put in place, m@im and run an effective quality management system
(QMS) of the producer organization. That requipesper organizational capacity of producer group
and the necessary trainings to staff of these aghons to manage and maintain the QMS as
prerequisite for GlobalGAP certification. Thisdsficult to achieve, since producer organizations
Serbia are mostly poorly organized and characttgelow management capacities.

Improve Farm-Level and Post-Harvest Productivity @Quality: The Project provided support to
a number of producer groups at sector specificl levenprove performances of targeted producer
organizations and their members related to specdimmodities they produce, and value chain
functions they carry out. Activities were implenteth by Sector Leads with goal to improve farm
level productivity, enhance harvest and post-hdrgeslity, reduce losses and improve product
quality and marketability.Support was provided mainly through local and fgmeitechnical
advisors, ABDS providers, and suppliers. The foltgypactivitieswere Year Twdighlights
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Capacity building of tree fruit cooperatives in pokarvest and ULO storage managemeinir.
Chris Watkins from Cornell University assessed cdf@s of five tree fruit cooperatives, ULO cold
storage operators, to manage successfully stoeajeiés for fresh apples, evaluated the quality o
apples stored under ULO storage condition and geal/on-site technical assistance. Based on his
findings, Consultant delivered one-day trainingree fruit POs dealing with growing and storage
of fresh apples in ULO conditior{fPlease see Tree Fruit Sector annual report).

» Capacity building of tree fruit cooperatives in adiwced apple and stone fruit growing
techniques.Dr. Mirjana Bulatovic from Michigan State Univenssivisited and assessed four
selected tree fruit producer organizations. Thadbtant provided on-site technical assistance
to each cooperative and delivered one-day training.

» Training of producer organizations in improved pdervest handling of storable vegetables.
Four training sessions were delivered by a locacihist in different locations with the
participation more than 120 members from five poeEiuorganizations. The training covered
root crops, as well as other vegetables like pepperd cabbages.

» Trainings and TA to set-up new orchards and growwneaspberry primocane varieties for
fresh market. Local consultant Prof. M. Nikolic, was hired to pajrowers setting-up of new
raspberry fields, and to supervise plant develogmermoviding advisory on irrigation,
fertilization and plant protection measures. Alesiof trainings were delivered to the berry
growers assisting a total of 25 farmers.

» Training and advisory program to improve high busblueberry production of blueberry
growers. The Arilje Agricultural Innovation Center deliverethe Blueberry Training &
Advisory Program to 10 POs from South/Western aedt@l Serbia and prepared guidebook
for growers.

» Trainings and TA to improve production, post-hardesind marketing of fresh blueberries.
Mr. Richard Dale, an experienced producer and nterke blueberries for fresh markets in the
USA delivered three trainings and series of figkits to 90 blueberry growers, members of six
cooperatives and associations

» Training and TA to improve management of respirajodiseases in beef cattl®r Grant
Dewell, veterinary beef specialist of lowa Stateivdrsity, performed several on-farm
assessments and provided technical assistanceottivistock cooperatives. In addition, the
Consultant delivered trainings Management of Respiratory Disease in Beef Cattldlovi
Sad, Ni$§ and Cacak which included representatif/égestock producer organizations.

Activity 1.1.3 Collaboration with Other Projects and Institutions

Cooperation with USDA - Seminar on organic produati. The Agribusiness Project collaborated
with the USDA on the seminar “United States Natldbeganic Program — Production, Trade, and
International Agreements”. This seminar was deédeby Mr. Mark Manis, a USDA Senior Trade
Policy Advisor. A review of Serbian organic protioa, trade and legislation was presented by the
Ministry of Agriculture, and the “Terras” Associati of Organic Producers. A total of 75
participants attended, among which a number of ywed organizations. Following the seminar,
Mr. Manis stated that this was the most successgfuinar presentation he had in the region.

Study trip to US to improve management capacitig$sSerbian producer organizationsThe
Project assisted World Learning to shape their Isfinded Community Connections Program on
agricultural cooperatives and associations. Wardirning organized a three-week practical
training in the U.S. for the managers of Serbiasdpcer organizations in Ohio and Michigan. The
PO Specialist provided inputs on types of produmgyanizations and the selection criteria for
participants, as well as the professional goath®@program, and potential site-visits/organization
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U.S. As a member of selection committee to chqastcipants of the program, the PO Specialist
reviewed and evaluated over 50 application forntsrstied by producer organizations. Six of the
selected organizations are Agribusiness Projeentdi Furthermore, PO Specialist provided advice
to the participants at the pre-departure oriemati@eting; what should be particularly addressed to
organizations in US, learned based on their expegi@nd then applied in organizations in Serbia.

UNDP Serbia study on cooperatives as mean to redpaeerty in rural areasThe Agribusiness
Project Policy Specialist and the Producer OrgdinizaSpecialist provided inputs to UNDP draft
Report, prepared by “ITAD”, consultants for improvent of the institutional framework for the
development of cooperatives in Serbia. The fiepbrt has been presented to the relevant Serbian
ministries and organizations. UNDP Serbia semiaak you letter taJSAID Agribusiness Project
acknowledging valuable inputs that were providedrduthe preparation phase of this report.

Mapping of Agricultural Products that can be comptely produced by cooperatives in Serbia.
Project staff collaborated with experts of a UNDBjgct to “map” Serbian specific agricultural and
food products that can be competitively produced amarketed by agricultural cooperatives.
Relevant information on sub-sector commodities aadperatives were provided to consultants.
The final report has been prepared by professams fihe Agricultural Faculty and shared with
relevant public and private stakeholders. Theadigtroducts with potential to obtain protection of
the geographic indications of origin by enhancihg tnstitutional organization of producers,
mainly through cooperatives has been made. Baséldedfindings from the report, the Project will
consider support for producer organizations intedesn obtaining protection of Gl for their
products and organizing production of Gls products.

OBJECTIVE 1.2 IMPROVING ABDS SERVICE DELIVERY

To compete in their markets, input suppliers, fasnand firms all along each value chain will need
to use services from ABDS service providers. Ssetvices will assist them to upgrade their
management capacity, increase yields and prodtyGtiwer their costs, and improve financial
performance, etc. The USAID Agribusiness Projeas liocused efforts during Year Two on
creating a fabric of market driven service prov&deho can help the sector to develop more rapidly
and on its own over the long term.

The Project has been focused on coordination amyigion of these skills in technical,
management, marketing and financial areas to trgeteed subsectors during Year Two of the
program and will continue to do so in the next yasuwell. Given the relatively scarce supply of
ABDS in Serbia, technical assistance to firms ig geints along each value chain will be initiated
by the Project staff in an effort to build a netwoff sustainable ABDS providers.

Activity 1.2.1: ABDS Service Delivery Assistance

The Project has worked to improve the capacityoél service providers to serve the needs of the
value chains by improving their technical skill&Numerous foreign consultants (STTAs) have
addressed these issues, and were involved inrigaigind capacity building for the local ABDS
providers. The project worked with large numbes@ivice providers during the year trying to link
their services with the needs of sector compani&snerally, there was no Project assistance where
local service providers were not involved — fronargr programs for implementation of 1ISO and
GlobalGAP standards (various service providers wevelved both on the consultancy and on
certifying side), to grants for improvement of pagkg and the design of promotion materials.
ABDS providers also assisted with dairy cattle féednings (Taurus and Agrar Kontakt), farm
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management, the introduction of cultivated bluebsrand cranberries, to organizing international
trade shows where local service providers desigmeldconstructed the booths.

The annual impact survey from Year Two has providiet that ABDS providers involved with the
Project have recorded more than $400,000 in selesiues as a result of Project assistance. This is
four times greater than the target for this indicaet in the PMP. Sales have come from a range of
service providers, and via various activities, $mre activities deserved to be highlighted:

1

Improvement of Business Skills Program: The ABDS/Finance specialist evaluated
proposals from ABDS providers received for thisibass training program. The Project
received 11 proposals, and four service providenewselected to deliver five separate training
sessions (strategic and business plan developnmegrated marketing communication,
professional selling skills, finance for non finenmanagers and business networking and
trades shows). A total of 96 persons, from 44edéht companies, participated in this training
program. The annual survey has measured cliemsfazton with the seminars, and
participants scored the seminars between 4.7 ahdwhere 5 is extremely satisfied). The
ABDS providers involved have reported that 11 &f ttompanies involved in the program
have requested additional training and servicekes& ABDS providers have also reported
added sales revenue amounting to $47,282.

The example of Biotrend Donato (a small producenvegetable-based sauces and salads,
based in Novi Sad) is a compelling case demonsgrdtie success of the training seminars.

According to Mrs Ljubica Stankov, the owner of Beatd, they have been able to place their
products in one of the largest hypermarket chainSdrbia, thanks to the skills she learned at
the seminars. Three of her products are now orslieéves of Mercator — a place she never
imagined to see her products. According to a diostefrom her: she was able to lead the

conversation during the meeting to discuss her ymisgd and to successfully negotiate the

entrance of Bitrend Donato into the Mercator hypearket retail chain network.

Consolidation Services for Small Exporters: Experience has shown that following

international marketing and sales activities, sashthe International Trade Fairs, many
potential orders are never fulfilled, although tmasiness had been contracted. The main
reason for this failure to deliver the goods wass liigh transportation costs per unit of “less
than container load” (LTL) shipments, and a lackobdwledge and contacts in target markets
for warehousing and logistics. The Project tearnidial to address this market failure by
surveying clients, and developing an appropriaspoase.

Over 50 Serbian companies were surveyed. The inateecesponse from the companies was
a request for assistance to develop a competitigestics and target market distributors for
their products. In response, the Project contaetatumber of logistics companies in the
attempt to present the problems companies weradaamd to work with them in developing
and introducing services that would address the@ms and needs of the companies. This
activity provided an overview of the capacities avitingness of local companies to modify
and/or introduce these services. Lagermax AEmnapany that has been operating in Serbia
since 2003, expressed their willingness to coopesdth the Project in regard to this issue.

Through coordinated efforts the company and th¢eptaleveloped a consolidation service
which has now been marketed to a number of intedeslients. In the last quarter of Year
Two, Lagermax AED sales staff have managed to dimlade a number of shipments, with the
first shipment consisting of porcini mushrooms a&odr cherries that left for the US in July.
Lagermax has reported more than $30,000 in new ABId8nues in the annual survey, which
is the equivalent of more than 10 consolidateddafitainer trucks. These goods could never
have been shipped if it was not for our joint cdiastion initiative. The Project expects that
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an additional $1.6M of additional exports will belidered due to the introduction of this
service in the first year of operation alone. Bb#igermax AED and the Project will continue
to refine and market this service to Serbian exgoert

3 Introduction of new technologies — NTim drying sysgm: NTim technology — a company
that the Agribusiness Project has nominated forldBAID annual technology award - holds
patents for a food drying machine that offers tifving advantages:

Savings of structure, taste and flavor becauseyiafigl on low temperature

Equal temperature & humidity in the dryer becaustpecial piping” in the system
Less energy consumption because of re-use of ther(\air

Environmentally friendly because of the use of selzergy

o
0
o
o
o No air pollution because of condensation of thepevated moisture
o

Correct final moisture content by setting Aw of fireduct

The Project did not take long time to realize tlwamtages and potential of NTim. As an
immediate response, the Project supported NTimbéshat Novi Sad fair at the Project
supported booth. NTim has now confirmed saleslitgfa$150,000 as a result of their
participation at the fair. They are confident teates will reach $1M by the end of the year.
The ABDS/Finance specialist, together with NTimyégrepared an analysis of the savings
that can be realized if the NTim drying technoldagyused. Depending of the quantity of
product to be dried, the savings vary, and as amele of the potential savings is a recent
Russian investment in Serbia. More than $3M wevested in this regular drying facility, to
dry 20 tons per day. The savings on energy caslis foom the use of NTim technology
would be about $250,000 per month, assuming thes sastume of processing. The Project
will ensure that potential investors in drying faes are aware of the NTIM drying
technology through series of presentations schddiale Year Three. The Project will also
continue to monitor the performance of the company.

Activity 1.2.2: Improve Access to Financial Service

Analysis of the Impact of the Global Financial Crigs: The current crisis is at its roots a financial
one. Credit was extended against assets which sudysequently found to be higher risk than
anticipated, and in many cases worth less tharctbdit extended. The resulting contraction of
credit has stemmed from two related drivers. Fastditors took enormous losses, forcing them to
contract their loan portfolios to return capitdioa back to acceptable levels. In many casesgdoi
so has required an infusion of public funds. QGuedisimply have less money to lend and are
cautious about lending the funds which they do haMee retreat from the CEE has been especially
severe, with funding not expected to return to fimevious levels for the foreseeable future.
Anticipating a negative flow of credit, loan rollewrates to emerging markets are expected to be
below 100 percent for some time. The second drigerthe contraction of credit has been an
increase in risk aversion. After mispricing thekron mortgage securities, creditors are hesitant t
lend to any but the most secure borrowers. Risknprms, which had hit all time lows in previous
years, ballooned. Both emerging market compaasyell as developed market firms, that are all
but the most secure have experienced a contraofianedit, and very high interest rates where
credit is available.

The Project hired two consultants (Andrew Vonnegiod Goran Zivkov), and together with the
ABDS/Finance Specialist and the Policy Specialisgy developed a detailed report (which
available for download on the Project website) rdopg the Global Financial Crisis and its impact
on Serbian agriculture and agribusinesses.
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The indicators which relate to the presence arehsity of the crisis are those pertaining to credit
activity. If fewer loans are provided to benefi@a, this means that: i) banks are reducing their
credit portfolios, either in total or to only a tan specific sector or group of beneficiarieg;thiere

is less demand from beneficiaries, since they haveonfidence in the success of their business
plans, or iii) both cases. In the case of thst fivalf of 2009, banks significantly reduced their
credit activities, and agricultural producers whass interested in taking loans, particularly those
intended for investment. For instance, in the quefrom January to March 2009, Komercijalna
Banka only approved 10 agricultural loans, whetbassame bank had approved over 6,300 loans
to agricultural beneficiaries in the previous yeaProCredit bank, the bank with the greatest
agricultural portfolio, with a 37% share of thealoibans to agricultural producers, recorded a drop
in agricultural credit activity of 28% in the numb&f new loans, and 40% in loan value during the
period January — March. This indicates that thi¢ walue of credit approved and disbursed has
dropped from €2,768 to €2,302.

The Project organized a seminar on @Giebal Economic Crisis and It's Effect on Agricuéu
which was held at the Novi Sad Fair on May 12tlppfoximately 130 people attended this event,
representing banks, supermarkets, private produgemiucer associations, and governmental
ministries and agencies. The seminar was orgamzedllaboration with EuroFruit Magazine, and
it included speakers from key European companiesry@ardens and The Greenery), along with
the European Fresh Fruit and Vegetable Associatang the former Serbian Minister of
Agricultural, Mr. Goran Zivkov. The presentatioremd the report on the financial crisis, are
available on the Project website and are beingedissated throughout Serbia so that companies
and the Serbian government may better addressithent economic challenges.

The ABDS/Finance Specialist, assisted by other Pegt staff, also worked on:

The Project facilitated the dissemination of infation about government/bank/donor
credit/loan packages for agribusinesses (MinistfyAgriculture, SIEPA, Development
funds, Republican Agency for SME development ameotonors);

The Project revised and updated the Agriculturaidieg Guide, which was produced in
collaboration with the Ministry of Agriculture;

The ABDS/Finance Specialist advised individual migeon preparations and applications for
bank loans and guaranties;

The Project conducted seminars with bank loan effido educate them on mitigating the
risk involved in lending to agriculture and agrimess. In Year Three the Project will focus
on a core group of lenders, including AgrobankacRxdit Bank, Opportunity International,
Credit Agricole, Societe Generale, Intesa, andeRsaBank.

The Project will assist companies from livestocld atairy industry to access funding
available from the EU for building waste processimgs to improve energy utilization.

OBJECTIVE 1.3 MARKETING & SALES PROGRAM

Activity 1.3.1 Trade Fair Support

Marketing & Sales, in coordination with MOAFWM aBIEPA, organized Serbian companies to
exhibit at seven international trade fairs duringa¥ Two: SIAL, Fruit Logistica, Biofach,
Gulfood, IFE London, Fancy Food New York and World Food Moscow The Exhibition of
Serbian companies at Prodexpo was organized bghbhenber of Commerce, and supported by the
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Agribusiness Project through a grant to the Arigsociation for the exhibiting companies. The
Project also organized exhibits by 12 Serbian conggsaat The Novi Sad Agricultural Fair, and
provided support to the Belgrade Ethno Food Fawubh the grant program, and at this fair the
Project presented a seminar on “Getting Startédar-Food Business”.

Marketing & Sales also organized four sales missitm the following events: Fruit Logistica
Berlin, IFE London, Vita Foods Geneva (coordinabgdthe Mushroom & Herb Sector Lead) and
World Food Moscow. Prior to each fair Marketing Sales staff prepared preliminary market
research, provided the participating companies witdrketing & sales training, conducted buyer
consulting, and arranged media coverage and ivistto buyers. The Marketing & Sales staff
also provided assistance to the client companiéls meetings and negotiations during, and after,
the fairs. The following is the statistical resulif the trade fair program:

» Companies Assisted: 88

» Sales Opportunities Generated:  $66,347,200
> Sales Contracted: $50,068,000
> Sales Delivered: $33,563,000

The following is a detailed description of the wmdual fairs and the results achieved with the
participating companies:

» The SIAL Fair in Paris: The Project worked in coordination with SIEPA and thénigtry of
Agriculture for organization of, and participatiam, this trade fair. A total of 12 companies
exhibited at this fair and 10 of the companies hap®rted sales as a result of this fair.

» Ethno Food Fair. The Project provided grant funding for the orgatian of this important
domestic food show which takes place in Belgradélavember. More than 100 companies
benefited from the financial support provided bg Broject.

» Fruit Logistica in Berlin: In coordination with MOAFWM and SIEPA, the Projerganized
the exhibition of Serbian companies at this largernational fair in Germany which takes place
in February. A total of 18 companies exhibitedrtipeoducts, and an additional 18 companies
participated in a sales mission trip to the faifhese companies reported that they have
contracted for product sales worth $9,262,000.

» Prodexpo Fair in Moscow: The Project supported the exhibition by Serbian raspber
producers at this important fair for the easternofaan market in February. This activity was
coordinated by the Berry Fruit Sector Lead. Foompanies exhibited at this fair under the
auspices of the Arille SME Association, and thgyorted $190,000 of contracted sales.

» Biofach fair in Nuremberg: In coordination with the MOAFWM and SIEPA, the Rxci
supported exhibition by Serbian companies at this driented towards the fresh markets.
There were seven exhibiting companies at this &aid, they $3,262,000 of potential sales.

» Gulfood in Dubai: The Project supported participation of Serbian canngs at this fair, in
coordination with the MOAFWM and SIEPA, in Februafy2009. Eight companies exhibited
at this fair and reported $5,380,000 in potentides.

» IFE Fair in London: TheProject organized participation of six Serbian fendhpanies at this
fair, again in coordination with the MOAFWM and $E. An additional ten companies
participated on a sales mission to this tradedsiwell. This fair took place in March of 2009
and the companies reported $1,548.000 in contractied.
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» Novi Sad Agricultural Fair: The Project organized an exhibition by 12 Serbian canmgs at
this large, important regional trade fair held ioMNSad in May. The participating companies
reported a total of $895,000 of contracted sales.

» Fancy Food Showin New York: Nine Serbian food processing companies participatedis t
fair, which is one of the most important food famghe North American markeflhis fair took
place in June of 2009 and teehibiting companies reported $547,400 in conthstdes.

» World Food Moscow Fair: Eleven client companies participated at this ima&onal trade
show in September, with the exhibits split betwdenmeat and frozen food halls. Another 11
companies traveled to Moscow on a Sales Missiarbgerve the fair and make trade contacts.
The companies participating reported $8,758,00bofracted sales.

Activity 1.3.2 Opening Domestic Markets

The Agribusiness Project’'s Marketing & Sales sta# in daily contact with Delta Maxi, Metro,
Mercator/Rodic, Idea and Familija Markets, andassisting client companies to make contact with
these supermarket chains, and assisting them inethetiation process. As a result of these efforts
the Familija Market supermarket chain has beerelinkith a number of Project clients (Agrograf,
Pogled, and Sir Produkt have signed contracts)jbdia Dairy was linked with Metro Cash &
Carry, and there are many others as well. Metrsh@aCarry is now obtaining more and more of
its fresh vegetable supply through Agribusinesgdetsupported companies.

Activity 1.3.3 Preparation for Fairs and Sales Nksions

The Marketing & Sales staff have provided traingegsions for participating companies prior to

each trade fair. The companies were presented daita received from ITC market research, as
well as provided with individual consulting for édacompany. The Project has also arranged
coverage in local and international media for Serliompanies at these fairs, and sent invitations
to buyers. During the fair itself, the MarketingSales staff provide individual assistance to each
company with buyer negotiations, and follow up\atés.

Activity 1.3.4 Training to Create Effective Marketing Strategies

Marketing & Sales STTA Jeff Spear completed hisgassent in July to support the Marketing &
Promotion Grant Program, with over 40 companiegi@pating. Jeff met with each company
individually, and their design/marketing serviceoyders, to access their initiatives and
capabilities. Training seminars were conducted, toreservice providers, one for producers.
Follow-up processes have been developed to assuedlence in the activities, and the final
products to be produced under the Marketing & PteonoAgribusiness Grant.

Activity 1.3.4 Marketing & Sales Communications

The Project organized the seminar on The Globah&exc Crisis and its effect on Agriculture,
which was held at the Novi Sad Agricultural Faitlwi02 registered attendees. The seminar was
organized in coordination with Eurofurit Magaziraad included speakers from some of Europe’s
largest companies, along with the European Fresit &nd Vegetable Association, Freshfel, and
the former Serbian Minister of Agriculture Gorarvizov.

Marketing & Sales staff have disseminated Buyeitdtvons and Press Releases, and Organized
Press Events prior to, during, and following thevéttes related to Trade Fairs. The image attrigh
shows some of the promotional material that has lveloped by the Project for use at the
international Trade Fairs.
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Activity 1.3.4 Market research and Market Plans

Sales and marketing, in coordination with the TiFegits Sector Lead, supported the visit of J.O.
Sims from the United Kingdom who came to Serbiangpect Serbian Sweet Cherry production
and identify potential suppliers.

OBJECTIVE 1.4 YOUTH ENTERPRISE PROGRAM

Agriculture plays a vital role in Serbia’s tranasitito membership in the European Union. Despite
tremendous progress within a number of sectordur@lland institutional issues remain. These
challenges are perhaps most pressing among Seyiait. Agricultural high schools and
universities are largely theoretically based, Jiitte use of applied knowledge to prepare youth to
succeed in a changing agricultural environment.ngéquently, youth are ill-prepared to assume
roles within progressive agricultural farms andasngations. Additionally Serbian culture leads
young people to avoid risk-taking. To successfalynpete in the new market economy world,
innovation and entrepreneurship needs to be sttengtl among the youth.

The school system, including the agricultural hsghools and universities, in Serbia is functioning
with an outdated curricula and methodologies. @gtural students are not prepared for the jobs
and professions available in the modern businesddwoThe main goal of the Agribusiness
Project’s Youth Enterprise Program is to developeatrepreneurial spirit among young Serbian
agricultural students, and encourage them to coetiheir agricultural studies, through a three
phased program, as follows:

* An Entrepreneurship program in agricultural highasals
* An Agricultural Business Plan Competition for nemtexprise creation
* An Internship program, developed in collaboratiathiocal businesses and schools

In pursuing the above goals in a sustainable fastaa integrated and coordinated delivery plan
developed by the Agribusiness Project serves toegile activities of the Project.

Activity 1.4.1 Entrepreneurship in Agribusiness Pra@ram

Best practices in entrepreneurial development gmout the world generally embrace a system of
support approach. These systems are structurthsthe support focuses on the entrepreneurs or
entrepreneurial team first and the business sec®hére is recognition that this is largely a human
development strategy as much as an economic deweltstrategy.

The “Entrepreneurship in Agribusiness” program vaasnched in 19 agricultural high-schools

throughout Serbia in September 2008 as an aftesciativity. In October, the teachers, and
“Entrepreneurship in Agribusiness” helpers, gatarethe Agricultural high-school in Futog, to

discuss issues regarding the implementation ofpitogram, and the student’s reactions to the
concept. Each school had approximately 20 studenthe program, and no problems were
identified in accepting the curriculum from theides.

The initial "Entrepreneurship in Agribusiness” slas were successfully completed by the end of
March 2009. Around 150 students, participatinghi& program, were given instruction in modern
economic principles, market issues, and managesaetfiiat would be ready to step into the real life
agribusiness world on their own. On the other sideteachers were vey active in promoting their
work on "Entrepreneurship in Agribusiness” impletagion. They sent a letter to the Minister of
Education in which they explained the purpose efghogram, the key achievements thanks to the
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new teaching approach, and the outcomes in thesmetneurial potential the program has
encouraged among the students.

The coordination meetings on the topic of “Youthd déntrepreneurship” were organized on a
guarterly basis. Each participating organizatimrked to increase program cooperation to support
young people, and to support the coordination ofjam activities in the field. One of the hosts of
those meeting was the USAID Agribusiness projent] the meeting was focused on USAID
funded Internship programs.

The National Democratic Institute, the PPES programa the Project’s youth program director met
regularly to agree upon a common approach to thaeisMy of Education. A meeting of
Agribusiness project and the PPES youth represeesatvith the Assistant Minister for Education,
Mr. Lazarevic, was organized. At that meeting, Aggibusiness Project's CTO explained to the
Assistant Minister all that USAID youth projectsedean MoU with the Ministry. Ms. Ivana
Petrovic was responsible for drafting the MoU ia tlame of all USAID-funded youth programs.

Since the Public Diplomacy section in the Embasay $everal ongoing programs in cooperation
with the Ministry of Education, it was suggestedttthe Project work with the Public Diplomacy to

incorporate their programs and interests in the Molhe Agribusiness Project’s Youth program

director, lvana Petrovic, prepared a first drafthed MoU, in the name of all three USAID-funded

youth programs. The draft MoU is now with the Mieair's Assistant for secondary level education
for the review and potential additional modificatjso that it can be completely finalized before it
is signed and becomes functional.

Because USAID has multiple projects working witle tinistry of Education on youth programs
and entrepreneurship activities, USAID wanted teehidne MoU with the Ministry in place before
the Agribusiness Project moved ahead with the amcement of the business plan winners. Since
the development of this MoU was well advanced, USA&s given the Agribusiness Project the go
ahead to announce the winners, and make the doattits awardees.

Activity 1.4.2 High School Youth Business Plan Conwiition

The Business Plan Competition is a mechanism tamwnovative ideas with the capital needed

to execute the project. The Agribusiness Projeatiena public announcement for the Young

Entrepreneurs Business Plan Competition in Apri2@8. The review team selected seven plans
as winners of the competition, and each of theesttgiwill be awarded a small matching grant from

the Project to establish their new business (8tefiwinners is provided below).

Concurrently with the announcement of these winrbies Agribusiness Project also announced the
start of the second round of the Youth Business Blampetition. The Project’s Year One winners,
and the new round of the Competition, were pubijcahnounced on April 14th. As part of the
announcement, a new poster for the competitiondeagloped. The poster was distributed to the
schools involved in the program (a total of 19 tlgloout Serbia), the Junior Achievement schools,
and the Agricultural Universities. The Projecte®ed new applications for the program during the
months of July, August and September, 2009.

Summary Descriptions of the Business Plan CompetitiYear One Winners:

1. Dried Fruit, Vegetable and Forest Fruit/Herb Produdion - Nemanja Stancic a 22-year old
Agriculture University student from Aleksinac, wileceive $15,000 from the Project to
purchase a universal drying mill for drying frusisd vegetables.
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2. Dried Plum (Prunes) Production - Milos Prokic, a 20-year old Agricultural University
student from a village near Topola, is receivingngrsupport to purchase plum processing
equipment costing $14,500. His new business will/jole employment for three people.

3. Strawberry Production - Srdjan Stojkovic (18), andSinisa Andjelkovic (17), young farmers
and students a village near Vranje, will receivangrsupport of $11,100, for the purchase of
seedlings, an irrigation system, and a green house.

4. Goat Cheese Production Milos Erceg, a 24-year old farmer and a management studemt fro
Kucura, submitted a Business Plan for developingt giveese production. He will receive
$15,000 in grant support from the Project for ngitkcessing and cheese making equipment.

5. Mushroom Production - Tijana Dubljanin (21), andBogdan Dubljanin (22), university
students from Kraljevo, will process mushrooms withthe use of artificial preservatives.
They will receive $15,600 for purchasing processind packaging equipment.

6. Green Pepper Production- Danijela Mucenski, a 21-year old farmer from Kucura, has
extensive experience growing a wide variety of valge crops, she will receive grant support
of $8,910 for renting land, and purchasing a sign@én house and an irrigation system.

7. Vegetable Production- Sasa Cosica 23-year old farmer from Temerin, has been wealin
green house vegetables for much of his life, anébbeses on cabbage and onion production.
He will receive grant support of $12,750 for purgihg an irrigation system.

Activity 1.4.3 Internship Programs with Client Firm s

The internship system that the Project has beémgtitp establish was based on national experience
from Serbian high-schools, and international exqrexe¢ from other countries received from
consultants from MSU. To implement the prograrns mhecessary to work with other Agribusiness
Project staff, progressive agribusiness compaaies$ ABDS providers. Student internships, which
provide opportunities for students to gain realdd@xperience in the agribusiness field, and to
determine if they have an interest in a particakmeer or create a network of contacts was not on
the agenda of government programs.

The first activities related to the registrationpottential Internship companies started in Apiihe

list of the companies from the Project’s databaas searched and all those companies that were
from the same regions and/or towns as the schaotiipating in Agribusiness Project’s Youth
Program were contacted. Letters were sent to tbmsgpanies explaining the internship project and
inviting them to participate in the program. Thampanies were given time to think about the
positions they can offer to the high-school stuggfilt out the registration form, and send it back

the Project, so that the Project can coordinatefuhiaer activities with the school students and
teachers. All the students that have applied Herlhternships needed to submit their resumes, a
motivation letter, and signed parental permissionke Internships began in July 2009, and a total
of 24 paid Internship positions were offered anceated.

The Project’s role was to monitor the Internshipth with the employer and the intern, via email,
phone, and/or visiting the job sites. The secorgjelet STTA for the internship program, and the
Youth Program Director have evaluated the studentscompanies participating in the Internship
Program, and have prepared the Year Three intgripsdun and action steps.
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OBJECTIVE 1.5 OTHER CROSS-CUTTING ACTIVITIES

1.5.1 Environment

This provides a summary of the progress of, theomaghievements of, and the obstacles to, the
integration of the environmental component into iBgsiness Project activities. This report also
measures achievements against the Initial Enviromsmhd&valuation recommendations. The Year
Two Project Workplan included the following envirnantal benchmarks as objectives:

15.1.1: Ensuring compliance with regulation h@isonmental requirements;
1.5.1.2: A Pollution Prevention Program; and
1.5.1.3: Integrated Pest Management.

Originally, the IEE was designed to meet the regqugnts of program/strategic objective SO 1.32
“Enterprise Growth Increased in High Potential 8ectind Municipalities”. With this assumption
in mind, the IEE recommended three types of enmramtal actions for the Agribusiness Project:

e Categorical Exclusion
* Negative Determination with Conditions
e Positive Determination

Activity 1.5.1.1 Ensuring Compliance with Regiolatl6

Over the course of the year environmental scresmmgre completed to provide guidance to the
Project on how to address the adverse environmengacts of proposed Project activities during
implementation. This was also undertaken to entahe benefits to be obtained from Project
assistance, and to introduce good practice stasdardhe client firms the Project assists. Based
on the activities proposed in the Year Two Workplalated to environmental compliance, a two
stage internal environmental screening procedure leen implemented for these activities,
including applications for sub-awards. The fire#psin the screening process is the use of the
Environmental Screening Form which resulted indlassification of each proposal as having low,
medium, or high environmental risk. Low-risk grgnbposals received final approval, and medium
risk proposals had an EDD prepared that includegbgeed mitigation and monitoring actions.
Environmental screenings of 70 submitted projecppsals were completed during the year.

During Year Two, the Agribusiness Project PERSU#IR,very first one in Serbia, was approved
by Bureau Environmental Officer. As required bg tEE, the Project Environmental Specialist
completed Pesticides Evaluation Reports that peal/jgest control advice on target crops:

Root and tube vegetables (carrot, celeriac, passpiptatoes)

Bulb vegetables (onion)

Brassica (cole) leafy vegetables (broccoli, cabbeageliflower)

Legume vegetables (green beans, peas)

Fruiting vegetables-edible peel (pepper)

Fruiting vegetables- inedible peel (watermelon)

Pomme fruit (apple, pear)

Stone fruits (apricot, cherry, nectarine, peactnpl

Small fruits and berries (blackberry, blueberrngntyerry, raspberry, strawberry)
Tree nuts (walnuts, hazelnuts)

VVVVVVVVVYY

The project pesticide selection process resultédarcurrent request of 51 pesticides was rigorous.
During the process, some 120 chemicals were ilyitiebnsidered by evaluation of degrees of
hazard of the pesticides, available alternativesilable non-chemical methods of control,
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registration status in Serbia. Further, 75 pefgigiroducts were evaluated, and 51 pesticides made
the final selection. The screened pesticides recommended for use oacprajops were selected
based on: the pesticide’s USEPA registration stahysare GUPs; they are listed by USEPA as
being registered for use on the specific crop ast/gisease or for a similar use; they are regdter

in Serbia by the Ministry of Agriculture and Watdtanagement (MAFWM), the pesticide
regulatory entity; they have relatively low humaoxitity or health risks; and relatively low
environmental risks based on preserving naturainge as well as efficacy; and they treat most
pests or diseases in the project locations. Irerotd mitigate any potential adverse impact of
pesticide use, several recommendations were providethe PERSUAP.

The Safe Use Action Plan (SUAP) was also develapetithe project started implementation of
SUAP in cooperation with MAFWM. The Project orgasl individual trainings in 24 cities in
Serbia on Safe Use of Pesticides and Environméfratection; a total of 510 participants were
trained and 475 of them were SPU certified. Altofa38 SPU trainers were certified to conduct
SPU & EPeducation. This series demonstrated the absenpegfams available to farmers that
respond both to technical and policy needs andtenlea need for substantial Project support in
setting the system in the country for continuatbthis education.

Therefore, The Project continued to provide effarts improving training capacity and SPU
service delivery after completion of basic SPU niras in March 2009 through Training of
Trainers in presentation skills development -fa ttore group of 38 experts that have previously
delivered countrywide training on Safe Pesticideg Urhis training helped the trainees to develop
a new set of skills needed for effective work wiients from the agribusiness sector and also
attracted a great attention of Ministry of Agrieukk and Ministry of Environment representatives
and general public.

Activity 1.5.1.2 Pollution Prevention Program

The practice in Serbia in the past few years wasftiod processing enterprises usually adopted a
passive end-of-pipe-treatment approach to pollutcamtrol to improve their environmental
performance. Breaking through these traditional eostly practices, the Agribusiness project is
encouraging proactive pollution prevention by items, starting with the introduction of the
concept of Cleaner Production. Through the apptina of advanced technologies, and
management measures to make improvement througheuwhole production process - from
product design, process control, technology madtiii, to the management - the Project has
managed to improve the status of the environmet,d@velop environmental policies for its pilot
enterprise and ABDS clients. By cutting pollutiemissions at the source, and the subsequent
treatment costs, and reducing natural resourceuogoison to lower production costs on the other,
the Project has turned environmental compliancekviiio an investment possibility which can
increase profit margins and enhance competitiveokagribusiness enterprises.

Short term technical assistance for Project client€leaner Production was provided by two local
consultants through a set of six regional workshfpsinterested companies. As part of the
program to introduce Pollution Prevention (ie: @QleaProduction) to client companies, additional
training sessions on Cleaner Production for ABD&vjaters were also completed during this year.
The trainings for ABDS on Cleaner Production weraesl at incorporating Cleaner Production

(CP) into the portfolio of services of environmdrdarvice organizations/ service providers so that
they can provide these services to their agribgsieéents. The training on Cleaner Production for
Agribusiness enterprises consisted of six workshapgch were performed at 11 pilot food

processing companies, and 10 environmental seprmaders. The participating companies were:
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Two slaughterhouses, one meat processing compange tdairies, one vegetable processing
company, two cold stores, one mushroom producerpae tea producer.

After completion of the last workshop on CP in Awsiness, participants from our client

companies developed, as a follow up activity, CéeaProduction Action Plans for their business
operations. The Action Plans resulted in busimagsovements which have included cost savings,
improved efficiency and productivity, and reducesks and environmental impacts. Over the
course of Year Three, CP program participants lvalbiven the opportunity to submit their Cleaner
Production proposals for review, and potential gfanding, to the Agribusiness Project.

Activity 1.5.1.3 Integrated Pest Management

The USAID Agribusiness Project needed to postpdree dctivities related to IPM, since the
identified Integrated Pest Management (IPM) Spestjdfir. Alan Schroeder, was not able to start
his assignment earlier than July 2009. The appt@edpe of Work for the STTA on IPM was for
training selected apple producers to use practaad appropriate IPM procedures during
production, harvest, processing, and marketingppfess grown on selected demonstration sites in
Northern Serbia (Tavankut, Palic and Kupusina).. 8hroeder focused on the transfer of practical
IPM experience to growers and ABDS providers, amal greparation of apple growers for new
production practices in accordance with the preaedtfuture marketing need light of recent
changes at the European level, the adaptation diiée legislation regarding plant protection
products, and the integration of IPM policy intdioaal legislation, was achieved by the adoption
of a new Plant Protection Law. Together with thARIVM, andthe USDA, the Project will work

on all aspects of the integration of IPM into Sarbnational practices in Year Three for the crops
that have been selected for Project assistance.

1.5.2 Women Entrepreneurs

The USAID Agribusiness Project and the Agropress ON@nplemented a joint “Women
Entrepreneurs in Agribusiness” project during Yéan. Engaging women in agriculture is of vital
importance for Serbia’s development, and will resalimproved employment opportunities for
women in rural areas, creating the basis for fir@rgecurity, and raising the living standard of
their families. The main goal of this project@sgromote entrepreneurship among women living in
rural areas of Serbia, encouraging them to takiveagtarticipation in the improvement of their
economic position through self-employment. Sixnireg programs in how to start and run a
business were implemented in various regions ofbi&er These programs reached 125
entrepreneurial women, and the impact of theserpmg is currently under review.

Mrs. Jasmina Nikitovic Stojicic, an FAO trainer aocial & economic for rural women, and
Agropress (the Union of Agricultural Journalistsgre assisting the Project in establishing a group
of “Women Entrepreneurs in Agriculture”. Their exggnce, and work on editing the regular
agricultural show on national television (Znanjeaime), has been valuable in assisting with the
creation of the group.

From April to July, Agropress conducted six tragisessions in the regions of Krusevac, Bela
Crkva, Novi Sad, Leskovac, Kopaonik and ValjevdheTeighteen to thirty participants per training
were trained on how and why they should start tbein businesses, how to make a business plan,
where to apply for the funds and how to communieétk their business partners. The concept of
the trainings was to provide practical examples satcessful businesses and new modern
technologies, so these women visited farms, foodgssing companies, orchards, and various other
value-added factories, where they gained insighteé modern agribusiness world.
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In the month of May, women entrepreneurs even tpak in the Conference of women in
agribusiness, organized by Agropress, at the Nad Bgricultural Fair. There they had the
opportunity to meet women entrepreneurs from aduad Serbia, and share experience among
themselves, and most of all had the chance to sksitie current agribusiness trends with the people
from the Ministry of Agriculture and Serbian prieadgribusiness sectors. Furthermore, the women
who are in the food preparing business participatearganizing a traditional catering for the Fair
visitors, on the booth that Agropress has proviftedhe sale of goods or for display purposes of
“Women Entrepreneurs in Agribusiness”.

1.5.3 Volunteer Program

During the course of Year Two, the Agribusinessjéttocontinued efforts to integrate American
volunteers into ongoing Project activities. Thepty Chief of Party, and the Grants/M&E
Specialist had a number of meetings with the Sarbimion Council (SUC) to discuss the potential
for their providing volunteers to assist the ProjecContact also continued with the CNFA in
Washington, which is the manager of the Farmerawo¥er volunteer program for Eastern Europe.

By the end of the year Project management had eelatie conclusion that the integration of
volunteers into the technical assistance programotigractical. The SUC does not have a database
of members that are ready to volunteer for worgembia, and each individual volunteer assignment
would be a one time activity. The time and effigeded to select an assignment for the volunteer,
identify the volunteer, and get the volunteer amaltravel arrangements approved would make the
implementation of such a program difficult and tioesuming, at the least.

With CNFA, their volunteer program is well struatdt but their basic approach does not mesh well
with the goals and objectives of the Agribusinessjget. The CNFA program is basically a
“people-to-people” type of approach, whereas thalAsiness Project is seeking broad sector wide
economic development. As with the SUC, the time eififiort needed to integrate CNFA volunteers
into the program does not seem to be worth theteffat this time the Project has abandoned the
idea of incorporating volunteers into the program.

Component 2: Improved Enabling Environment for Adpusiness

Objective 2.1 Improve Access to Market Informatia:

Activity 2.1.1: Strengthen the Serbian Agriculturd Market Information system (STIPS).
Following the implementation of the survey on dieatisfaction with information and reports
available through the market information systenagmiculture in October 2008, the Agribusiness
Project has designed, in cooperation with the Ntinief Agriculture, the program for improvement
of the agriculture market information system (STIR8ww.stips.minpolj.gov.rs The program
consists of two key elements: 1) “Market analysislization of information from STIPS and
basics of marketing” project encompassing serigstefactive seminars and workshops for farmers
in 18 reporting centers organized during the coofsE) months (May 2009 to February 2010) by
the service provider Agromreza; and 2) Improvemantl upgrade of the system software,
implemented by the service provider Radionica Krug.

Activity 2.1.2: Develop Serbian capabilities to pdicipate in the Farm Accountancy Data
Network (FADN). During the Year Two, apart from initial consuidais, no specific work has
been conducted with respect to FADN, since the stiipiof Agriculture had no resources and funds
to initiate the full implementation of the systesuie to the reduced budget in 2009.
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Activity 2.1.3: Undertake Targeted Agricultural Studies and/or Surveys. Following the
identification of problems related to the functiogiof the cold chain for fruits and vegetables, the
Agribusiness Project has contracted with the irggonally recognized consulting company World
Food Logistics Organization (WFLO) to prepare thad$ on the Serbian Cold Chain for fresh
fruits and vegetables, herbs, mushroom and betriesidition to the WFLO Cold Chain Specialist,
Dr. Stephen Neel (project coordinator) and Coldilf&@s Engineer, Henry Bonar II, the team of
five local expert consultants including the logisticoordinator, postharvest specialist, agriculltura
engineer, refrigeration engineer and agricultucan®mist worked on the study.

Activity 2.1.4: Provide Support for Fruit & Vegetable Consolidation Centers. The Project has
been working on the consolidation of fruit and adée produce for exports. A significant market
failure has been identified, especially with respecthe poor managing of the LTL (less than
container load) shipments. The Agribusiness Ptopgepared the consolidation strategy that
focuses on improvement of operations of logistewise providers, and has managed to organize
consolidated shipments via the ABDS provider Laget/AED doo. For more information on this
initiative please see ti@omponent 1: Improve ABDS Deliverypart of this Report.

Activity 2.2.1: Provide support to coordinate legslative and policy reform.

* During Year Two, the Project implemented the pragraf support for the introduction of
international quality, food safety, and environmer@nagement systems. The primary goal of
the Program was to improve the quality and competiess of Serbian agricultural products in
order to facilitate their sales in the world markéttotal of 40 grant applications were received,
and 28 agribusinesses were accepted for grant awéineé ABD Prom Company is the first
client company to complete the GlobalGAP certifimat

* In cooperation with “AGROPRESS” and the Ministry Africulture, the Project organized a
one-day conference titled “Agribusiness in Serb@l@® - International Integrations and
Perspectives” in September. The objective of tbaference was to inform all relevant
stakeholders regarding the agriculture sector’stmpressing and current issues, and to provide
information regarding the 2010 agricultural politiye impact of international integrations, and
to facilitate dialog between Government officiasad the leading industry representatives.

* In cooperation with the Ministry of Agriculture, éhAgribusiness Project has prepared a
promotional video on Serbian agribusiness. Thewias prepared by the production company
“Pavilux”, both in English and Serbian (with a I@rgversion of 15 minutes and a shorter 8
minute version). The video will be used to infoputential investors, traders, and policy
makers, as well as producers and processors tartgeacquainted with the comparative and
competitive advantages of Serbian agriculture.

* In the accession process of Serbia to the Worldld @rganization (WTO), the Agribusiness
Project’s Policy Specialist assisted the Ministfy Agriculture with the preparation of the
ACC/4 document in February 2009. The documenirmglthe domestic support measures and
export subsidies in agriculture for the precedingeé year period (2006-2008) in accordance
with the requirements of the WTO Agreement on Agjtioe.

» The Agribusiness Project assisted the Ministry gfiéulture with the preparation and printing
of the publication “Agricultural Guide” which outles, in an appealing manner, all of the
separate Government regulations governing agri@llsubsidy programs applicable in 2009.
The publication has been designed to provide fasmeith a comprehensive source of
information on the ongoing subsidy programs.

e In order to address the issue of the global econanisis, the Agribusiness Project prepared a
Study on the Effects of the Global Economic Crigis Serbian Agribusiness. The Study
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provided an assessment of the impact of the glebahomic crisis, but more significantly,
provided specific recommendation on how to mitigée negative effects of the crisis. The
findings from the Study were presented at a senonathe Global Economic Crisis, organized
in cooperation with the EuroFruit Magazine at tt@/NSad Fair on May 12, 2009.

Following the berry fruit trade mission to the Uidembers of the association “Serbian Fruits”,
and the Agribusiness Project, requested that thetHA?Protection Administration provide an
official opinion on the equivalent Serbian categsrof planting materials which correspond to
the UK certified categories: Foundation (F), Subte (SE), Elite (E), A and AH (Approved
Health). Following consultations between the Serllant Protection Administration and the
UK Department for Plant Health, the Director of tBerbian Plant Protection Administration
issued the official decision for acceptance of péwit planting material from the UK

Following the discussions at the™5cientific expert counseling session on the Pridn@nd
Marketing of Herbs, Spices and Aromatic PlantsdhelBacki Petrovac in October 2008, the
Agribusiness Project assisted the Association oflicers and Processors of Medicinal Plants,
Spices and Aromatic Plants in preparing two popeyers that were submitted to the Ministry
of Agriculture and the Ministry of Environment & &jpal Planning on November 18, 2008.
The Project provided comments on the draft poliaggrs prepared by the Association.

During December 2008, the Agribusiness Projectigiex support to the UNDP, in the process
of “mapping” Serbian agricultural and food produetkich have potential for Gl protection.
The UNDP study focuses mainly on products thataggopriate for production and marketing
by agricultural cooperatives. Project’s staff asi the UNDP experts in the process of
identifying relevant agricultural products and ceriives.

The Agribusiness Project participated in the Regliohgribusiness Roundtable organized by
the Regional Competitiveness Initiative (RCI) onvidmber 25, 2008, in Belgrade, and the
Regional Workshop on EU Funding for Agribusinesgamized by the USAID RCI Project in
collaboration with the CEED Network, on April 28, Belgrade.

Objective 2.2: Support new Agribusiness policy iplementation

During Year Two the Serbian National Parliamentmedd 15 new agriculture related laws
based on proposals from the Ministry of Agriculturéelhis was the most comprehensive
legislative activity in agriculture in recent pet® Following adoption of laws, the
Agribusiness Project’s policy team prepared sumraaalyses of the adopted laws that outlines
their main goals, changes introduced pursuant ® ritbw laws, potential difficulties in
implementation, and an overall evaluation of coamudie with international rules and principles.
The set of adopted laws ensures greater compli@ih8erbian agricultural practices with rules
enforced by international organizations such as W&O and UPOV, and enables
harmonization with various EU rules.

Warehouse Receipts (WHR): The Agribusiness Project has provided technicak&@sxe to
the Ministry of Agriculture in the process of demging the Law on Public Warehouses for
Agricultural Products (WHR Law), implementing thesgulations and establishing the
warehouse receipts pilot project. The AgribusinBssject brought in Warehouse Receipts
(WHR) expert Krassimir Kiriakov in January to prdei specific recommendations to the
Ministry of Agriculture regarding the establishmeuit the warehouse receipts system. In
cooperation with the Ministry of Agriculture ancetEBRD, the Agribusiness Project organized
a conference on the System of Warehouse Receipt&diacultural Products on January 28,
2009. Around 90 representatives of financial toftns, operators of warehouses,
governmental institutions and producer organizatibad the opportunity to learn about the
advantages of the WHR system.
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» During the period April — May, local Indemnity Furpecialist Aleksandar Milosevic was
engaged by the Agribusiness Project to preparadbelations necessary for establishing the
WHR Indemnity Fund. The Statute of the Indemnipd defines the Indemnity Fund’s name
and seat, bodies and their scope of work, decisiaking processes, representation, procedures
for amending the Statute, etc.

* During June, the Warehouse Receipts Specialistsikrais Kiriakov assisted the Ministry of
Agriculture with preparations for the warehouseeipts pilot project. On June 11, 2009, the
WHR Specialist, together with the representativiethe Ministry of Agriculture and the Intesa
Bank, gave a presentation at the warehouse “Zithothe pilot project. The WHR Specialist
and the Policy Specialist developed the three-paotyract that will serve as the basis for pilot
project implementation. The three-party contraesvgigned by the Ministry of Agriculture,
selected warehouses, and commercial banks intdulgrmally initiate the pilot WHR project.

» Legalization of Plant Protection Rights: At the preparatory training for members of the perr
fruit trade mission to the UK, organized on Octodr 2008, the Policy Specialist gave a
presentation on the current status of, and prospect Serbia’s membership in the UPOV
(status and outline of the draft legislation anéconditions for membership). The Policy
Specialist presented information on the implicagiah the UPOV membership on imports and
production of new varieties of berry fruits. Thaw on Protection of Plant Breeder’s Rights,
approved by the UPOV (International Union for Pobiten of New Varieties of Plants) Council
as compliant with the UPOV Convention, was adofitgdhe Serbian National Parliament on
May 29, 2009. During the Year Three the Projedt @ansider activities for the education of
relevant stakeholders on the requirements of tretesy for the protection of intellectual
property rights for new varieties

* Reform of the Cooperative Law & Registration in Sebia. During Year Two, the Project had
several consultations with the former Presidenthef Cooperative Union of Serbia who is a
member of the Working Group for the developmentaohew Cooperative Law, and his
associates to discuss activities related to thenption of agricultural cooperatives and the
development of a new Law on Cooperatives. TheAminess Project has offered to engage
international experts from the International Coapiee Alliance (ICA) to assist in the
preparation of the Law. The final draft is not getilable for public discussion and comment.
The Project will provide comments on the draft Lawce it becomes available.

» The Policy Specialist and the Producer Organizafipacialist reviewed the draft UNDP Report
on Social Enterprises in Serbia - Cooperativeditui®nal Framework and Experiences from
the Practice, which was prepared by “ITAD” consunitaand provided comments on proposed
activities to improve the institutional framewon fthe development of cooperatives. Based on
comments provided on the draft report, the UNDPettgped final version of the report that was
presented to the relevant Serbian ministries andwtyral cooperatives in July 2009.

* Interms of the work related to the associations,Agribusiness Project’s Policy Specialist and
Producer Organization Specialist participated i ittaugural assembly of the national organic
umbrella association “Serbia Organica”, held at3leebian Chamber of Commerce on May 29,
2009. In addition, the Agribusiness Project orgadia presentation for the members of board
of directors of “Serbia Organica”, on the recergtynounced grant program of the Ministry of
Economy to support clusters in Serbia on June QG92
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Component 3: Program Management & Administration

Objective 3.1: Agribusiness Grant Program

In the absence of USAID’s formal approval for tkeised Grants Manual submitted with the Year
Two Work Plan, the Project has been implementing gnants program in accordance with
provisions of originally approved manual from Mar2008. The revised Grants Manual has been
submitted as an integral part of the Year Three R\Rlan, with the revisions necessary to assure
consistency with the strategic objectives of theildusiness Project, as well as the approved budget
realignment and the lessons learned from the pastyears. Since the inception of the Grants
Program in April 2008, the Grant Review Committee lapproved a total of 51 grants with a total
grant amount of $651,015. These grant programsnave in various stages of the award and
implementation process. The grant recipients hemamitted to provide matching funds of
$481,789, or 42.5% of the total cost of the adésit

During the reporting period, grant funds were usedupport market-driven activities designed to
increase the efficiency and competitiveness ofntlii'rms by leveraging their investments in
processing, packaging, new technology, marketimgmptional activities, and international food
safety and quality standards. The grant funds wése used to provide general services and to
support participation in national and regional &ddirs and sales missions. Grant funds have also
been used to promote women’s entrepreneurship lilbueiness and to finance youth business
plans. Further details on the grant program inrYie@eo are provided in the following sections.

In addition to the 51 approved grants, there argrat applications in the pipeline, with total gfra
funding at approximately $400,000. These applicatiwere submitted for the grant program to
improve agribusiness competitiveness by providingtamng funds (45% of the total cost, up
$30,000), for the re-design of packaging, labelilogios, web sites, and other promotional and
marketing materials. These grant applications vgefieited through a public call for applications
issued in May-June 2009. The Project receivedta tf 73 responses to this solicitation, and
following an initial review 43 companies were iredt to meet with the Project's Marketing
Consultant for a review of their concept, and aal@ation of their service providers. After these
and meetings, the companies were invited to sutimitfull grant applications. As of the end of
Year Two the Project had received twenty-five fydant applications from the finalist companies.
Based on the applications received, the expectageva the grants is approximately $400,000,
with a total projection of $575,000 in matching disnfrom recipient companies. These companies
have projected a total of $7.7M in additional sasesl 185 new jobs will be created.

Activity 3.1.1 Award Investment Incentive Grants toClient Firms

1. “Bilje Bor¢a”, a processor of medicinal and aromatic herbsgived a grant of $11,900 to
leverage their investment in redesigned tea panlgaigir the US market, and development of a
new brand name. With Project assistance, “BiljecBbplans to generate additional income of
over $700,000, out of which $350,000 will be fopers in next three years.

2. An investment incentive grant of $18,500 was awdrde Strela, a mushroom sector
stakeholder to support their efforts to shift froolk to retail packaging for the EU market. As
per the grant agreement, the company will providesd-share of $25,900, and the program will
generate increased sales of $2.0M, and six newiifiod jobs.

3. "Desing", a private tree fruit sector company, reeeé the grant funds of $31,800 to assist with
their investment in new packaging technology faritfand other food products. The total
project cost is estimated at $154,000, with Profaotdls covering services pertaining to the
development and design of the necessary toolsrémugtion of new packages. Introduction of
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new technology will result in increased sales oM$as well as three additional jobs and a
number of seasonal jobs.

The value-chain assessments revealed that one eofmiljor weaknesses among Serbian
agribusinesses is the lack of accepted interndtifo@d safety and quality certifications.
Accordingly, an investment incentive grant schenas weveloped to promote the adoption of
the international food safety and quality standardSlobalGAP, ISO 14001 and 1SO 22000.
Thanks to this initiative, 28 Serbian agribusinesggants valued at $157,269 to receive
certification in these standards. The grant recifs have committed matching funds totaling
$124,094 (i.e. 44% of the total cost of the adtgll. As of the end of Year Two one company
has already been certified in GlobalGAP, while aditonal ten agribusinesses are in the
GlobalGAP implementation phase. Two companies bellcertified in ISO 14001, eleven in
ISO 22000, two companies with both GlobalGAP an® IZ&2000, one company with 1SO
14001 and 22000, and one company with ISO 14001Ghoiolal GAP.

Activity 3.1.2 Award Enabling Grants to Enhance Delvery of Public Goods

1.

National Association of Fruits and Vegetable Prastaqwithin the Fruits of Serbia) utilized
grant funds of $8,095 to organize a trade missiothé¢ UK for eight berry-fruit producers and
nurseries to visit Hargreaves Plants, one of tiggdst nurseries in the world. This initiative
emerged as a follow-up to training programs onpfeeluction of berries for the fresh market.
According to the first interim report, four tradeéssion participants ordered 90,000 raspberry
canes from Hargreaves Plants; while a member ofréite mission and a UK-based company
signed an MoU for a strategic partnership and jegmtture in Serbia.

Two enabling grants totaling $15,943 were awaraesdupport the 2008 Belgrade Ethno Food
& Beverage Fair, which was held in November 2008e to financial constraints, the Belgrade
Fair applied for grant funds to support the fag,veell for technical assistance with a seminar
aimed at educating Serbian producers on Food @uyistems and Labeling in the US and the
EU. According to the final report submitted by Belgrade Fair, 162 exhibitors participated in
the fair, and the agricultural product sales of fairticipants is estimated at $1,064,300.

Taurus, an ABDS provider specializing in diary sedbusiness development and extension
services was awarded a $45,940 grant to implemewoirgrehensive training program for 50
model dairy farms, and a generic training programan additional 200 farms. The training
program has been designed to address milk qualdyf@od safety issues at the farm level, and
it involves all relevant dairy sector stakeholders, dairy farms, ABDS providers, Rural
Development Centers, cooperatives, and dairy psoces  Taurus estimates that the
participating dairy farms, and the ABDS providerd] generate an addition $800,000 in sales,
and generate 10 new jobs within one year followrggtraining program.

One of the leading Serbian service providers fadérfairs - Coba & Associates - utilized a
$98,560 grant to organize a trade show presentdtionten (10) Serbian producers and

exporters of fresh produce at the 2009 Fruit LagasEair in February. The grantee booked the
space for the companies, designed and installedtdrals, prepared promotional material for
the participating companies, and arranged for tramd other logistics. The grantee, and the
participating companies, provided a matching coation of $84,280 to the grant funds. With

Project assistance, participating companies aretiadigg sales of $5,272,000.

The Ariljle SME Association was awarded a grant#f®y720 to promote Arilje raspberries at the
Prod Expo 2009 fair, in Moscow. The grant fundsevased for the stands and bilingual
promotional material (Russian-English). The grantovered the cost of lodging and
international travel valued at $6,105. Thanks nojéet assistance, the Arilie SME Association
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are negotiating sales of $960,000 for their memberEhis activity is supporting the
Association’s application for a geographic oricabel for Arilje raspberries.

6. An enabling grant of $10,380 was awarded to theofure Innovation Center from Arilje to
conduct an intensive training program and techrasalstance for high-bush blueberry growers.
The training program was delivered to 10 bluebgmywers’ organizations mostly located in
southern and western Serbia. The grantee hasdeav$7,110 for this activity, as their
matching contribution. In addition to the antidga increased blueberry production and sales,
ten producer organizations - with 100 members -evassisted by this project.

7. The Serbian Association of Agricultural Journalistgropress" received a $39,800 grant to
conduct a series of workshops and training progfam$20 unemployed women in rural areas
of Serbia, and to facilitate women’s entrepreneat&@ndance at the 2009 Novi Sad Agriculture
Fair. The project was completed towards the ente#r Two, and already one woman has
started her own businesses. The grantee will b@torong results and reporting any additional
jobs and new businesses established by the wormgaiating.

8. The National Association of Herb Collectors "Drvdo Tucakov" received the grant funds
totaling $7,014 to support a trade mission forrtimée members to the Vitafoods Trade Fair
held in Geneva, in May. The Vitafoods Trade Faiome of the most important trade fairs for
the MAP sector, and grant funds were used to c@®8t of the travel .and accommodation
costs for the participants. Based on Project tsgie, Association members have signed sales
contracts valued at $234,500; with an addition&,$80 under negotiation. These grant funds
have also strengthened the Association as an iamastb-sector stakeholder.

Activity 3.1.3 Award Youth Enterprise Grants to Sekcted Students

Pursuant to Mission concurrence, the AgribusinesgeBt has obligated $92,860 to assist seven
young entrepreneurs, winners of the Project’s mssirplan competition. These grantees will use
the funds to implement their business ideas. Thsinkess ideas include activities such as
strawberry and vegetable production, goat cheesduption; plums, mushrooms and herb drying,
packaging and value-added production. With Pragssistance, these seven youth businesses will
generate additional income of $585,800, as web&siew jobs. At the end of Year Two, three
youth grants are in the final procurement phaselewbur youth grants need to be approved the
RCO because the cost of the equipment includedeigtant exceeds $5,000 per item.

Objective 3.2 Project Communications & Media

In Year Two of the Project, valuable collaboratisith the local press has been established. The
vast majority of agricultural journalists are nowllhaware of Project activities, and communication
with the press has been consistent and regulae. nidin aim is to create positive media coverage
for the Project, and thus increase the visibilitywject activities and USAID assistance. Another
crucial aim has been building a strong rapport wigfevant journalists and/or editors, and
establishing a good public image for our Projedivia®s and objectives. All communication
directed towards the media, at all times, was #irad in a manner that is simple, informative,
direct, and newsworthy - staying clear from comroation for the sake of a simple PR activity.

Promoting Serbian products through internationatlimés of tremendous importance in informing
international buyers on developments in Serbial$haginess sector. A substantial effort was
directed at building relationships with internatbjournalists and editors. In preparation forrgve
international fair or exhibition, media advisoriesre distributed to international media, and press
releases were distributed following these eventsrevlappropriate. The biggest issue has been the
difficulty in accessing the various internationaws articles that have been published, as the
clipping agency used by the Project only has admeSgrbian media sources.
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[1l. SIGNIFICANT PROBLEMS ENCOUNTERED DURING THE PERIOD:

The original Serbia Agribusiness Project Task Otalgdlget included a total of $5.2M in funding
for sub-grants intended to support activities utaden by grantees supporting the objectives of the
project. As a compliment to these funds the odbbudget included a total of $385K for “project
activities”, which could be used by the projectoting in volunteers, directly provide services or
undertake other direct efforts to support the dmwelent of the sub-sectors. These “project
activities” would include things such as qualitydasafety standards training, organizational
capacity assessment of producer organizationss-outsing studies that would support sector
development (such as the cold chain study), andiadal support for Serbian companies to attend
international trade fairs.

As implementation proceeded it became apparentthigatix of grant funds and project activity
funds needed adjustment. The grant mechanism esigreed to support activities planned and
initiated by project clients, and not activitiesamed, planned and implemented by the project. In
addition, the grant proposal development and agbnonocess is time consuming, leading to delays
in activity implementation, which is slowing dowmopect implementation. Project management
has determined that grants are not an effectivéhnadedf implementing “project activities”, and
management determined that a re-allocation of graat funds to the project activities line would
enhance the ability of the Project to implemenivétets supporting sub-sector development.

The Project went through an extensive processltoitsBusiness Plans from agricultural students
in mid-2008, and seven (7) students were seleced duth Enterprise Grants. Subsequently the
USAID Mission requested that the Project hold aff awarding these grants until an MOU was
signed with the Ministry of Education. The MOU seljuently was signed but the delay resulted in
later implementation of these awards than origynaks anticipated.

During the quarter the impact of the global finahctrisis on Serbian agribusiness became
apparent. Project management, and the techniati] bad to address this issue and to modify
Project strategies and activities to adapt to tieging environment for agribusinesses. The Sector
Leads conducted a brief informal survey of key &ecbglients, and prepared recommendations for
Project management regarding changes which werdedeaa the Project strategy to respond to the
crisis. The financial crisis will have a signifitaimpact on three sectors that the Agribusiness
Project assists, and it requires the Project tdioally re-assess the types of assistance aetviti
undertaken in each sector. The basic approacPRrbject will take with all sectors is to focus on
assistance that will improve the ability of locainfs to compete in both the domestic and
international markets.

A significant increase in the pace and implemeortatate of project work produced some minor
ancillary problems. These included:

» Sector Leads in the field offices being stretched, twith increasing demands on their time.
* The negative impact of the Global Financial CreisSerbian agriculture increased.

» Based on the study on the crisis, the Project fdandgood information sources in Serbia.
» As the grant program expanded, the grant proceguwor®d to be somewhat cumbersome.
» Professional staff teamwork required improvement.

The following were overarching problems encountetedng the year:

An issue arose regarding whether the project shestdblish a seventh sub-sector of operations.
This issue continues to be discussed within thgept@and with USAID. The issue is a component
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of the thrust toward establishing a third regiooifice. The potential new sub-sector is viticudtur
A determination on this issue is expected earlyear three.

Use of STTAs has greatly benefitted the prograrhorSterm experts are acknowledged to bring
lifeblood to the project and suggest new initiasivamnd different program directions. But they come
at a cost. Sector leads and other project managess devote substantial time to assuring that a
visiting STTA performs a useful task and providaseaduring result. Management has developed
approaches to minimize this problem and expecdhéopen these approaches in year three. so that
has addressed this in an ad hoc fashion in yeabtwmust solve this problem in year three.

The failure of SIEPA and the ministry to provides ttunds earmarked for international fair and
trade show participation became a serious issuanalglement was required to develop ad hoc
solutions to this problem so that important marigtevents did not have to be cancelled. A firm
solution to this uncertain situation is required! amll be proposed by the project in due course.
The solution will include elimination of the expatibn that the project will provide this funding in
the future. This will mark a program transitiondawill result in significant outsourcing of the
management and administration of these project coewmts. The project will not and cannot
provide substantial funding of these events.

V. ACTIONS TAKEN TO RESOLVE PROBLEMS ENCOUNTERED:

Subsequent to identifying the grant issue, DAI deieed that $2.2M in grant funds needed to be
shifted to project activities. Based on this, Dslbmitted a formal request to the USAID Mission
requesting approval of the movement of $2.2M ohgfands into “project activities”. The main
advantage of moving the funds to the project agtiwiline item is that the project will have much
greater flexibility in the use of the funds, ane fbroject will more easily be able to react to, and
take advantage of, new opportunities.

Given the overriding impact of the global financiaisis on the agribusiness sector in Serbia, this
became a significant issue in project implementatidhe project carried out a major study of the

ciris using international STTAs and produced addedctions needed to mitigate the crisis within

the sector. The study gained widespread attenti@s, broadly disseminated, and became the
subject of an international conference in conjwrctvith the Novi Sad Fair. A range of problems

encountered were addressed as follows:

+ Administrative Assistants were hired for each & field offices, to relieve the Sector Leads of
some of the administrative tasks they were neciésparforming.

* To mitigate the impact of the current financials@ithe Project expanded niche market export
opportunities for our clients, and will enter reggb and neighboring markets.

» The lack of good sources of information was beiddgrassed by the Project’s sharing of its
studies and activity results, and by organizingentations by STTA consultants.

» The procedures being used by the grant program be2ng reviewed and revised, to help speed
up the grant process and increase the number ofsgitze Project awards.

» Teamwork among the Project's professional staff wesatly improved following a team
building session, adjustments to staff meeting doles, and a focused retreat which was held
in Vrsac.
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V.

To address the problem of lagging implementati@pioject significantly ramped up the use of
STTAs, undertook newly identified program opporties, and revised the strategy governing
international trade shows and fairs.

Refocused the grants program component so thatterbsupported larger program goals and
became more strategic in nature.

To ensure availability of good information for pragh decisions and for better client reporting,
refocused and redoubled efforts to gather crediibact data.

Established year three as a transition year reguimovement toward service provider
sustainability, the true end purpose of the projemtk.

| MPORTANT OBSERVATIONS REGARDING |MPLEMENTATION :

Based on implementation experience in year twojeBtananagement has identified a number of
observations that will help improve future Projesplementation:

» Participation in Trade Fairs appears to be a keyofain increasing both domestic and
export sales for Project clients. The Project wédkk to maximize the use of Trade Fairs
and create opportunities for firms that do not igpheir products to attend the fairs.

* Public events that highlight Project activities ardate positive press for the Project and
USAID are important.

* Project Management is concerned about the time désnthat the Project may place on
client firms, particularly with regards to the @aition of impact data. In the future phone
surveys will be conducted quarterly, with the fofmvatten survey being conducted yearly.

 The TAMIS system, which is used to collect and @i#e data on project activities and
implementation, is a key Project system and mustseel as effectively as possible.

» Shifting funds from the grant program to projectiates allows the Project to be more
innovative and to respond more flexibly to new ayaities that arise.

» Activities in the Livestock Sector have been atlatively low level in the past quarter, but
plans for new interventions should have an impacth@ sector in a relatively short time.
This can become an extremely high impact performamea for the project.

* The use of STTA, both expat and local national, vedatively limited early in the project.
STTA use must be increased in order to increase®ronpact.

Cross-cutting all Project activities is the need@datinually improve our ability to capture cleada
convincing impact data for USAID, and which is atequired for good decision making by Project
managers. The observations spawned through agased rate of Project implementation include
the following:

The failure of SIEPA and the ministry to provideppart to trade shows critical to the
agribusiness sector has created a problem and portapity for the Project. This will be
addressed in Year Three.

Project Management has been immeasurably aiddaelnesponsiveness of the USAID Mission
to the heightened pace of activity, and the short-around time for necessary approvals.

Adverse weather (rain & hail) and the lack of iatign systems are proving to be critical issues
for some sectors.
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The Project worked to minimize the use of unsatigrants and has designed grant programs
that are based on public solicitations.

The “Less Than Load” (LTL) issue emerged as a ssrpyoblem in year two.

The Project has greatly expanded its coordinatiod eollaboration with USDA and other
donors, and this pattern will continue into the agmng three years of the Project. Such
coordination has proven valuable to the projectwarth the time invested in it.

It is clearly important to increase project outteand visibility by placing new material on the
web site.

Other general observations worthy of note at ttagesinclude:

Exports have proven to be a critical economic gafatve during the financial crisis stress.

Identifying niche markets is an effective approaith developing larger scale exports,
particularly to the EU, UK, and USA.

STTAs can serve uses beyond providing technicalcadv They are important avenues for
coordination and visibility, for example, with uensities and media.

Managing of and concern for the environment hasrgete as a far more important and
sensitive program component than originally enwashg

Cultivating the media and building media capacity mecessary and legitimate project thrusts.
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V1.

RESULTS ACHIEVED RELATIVE TO ANNUAL WORKPLAN TA RGETS

During the month of September 2009, Agribusinesgeet staff collected data on the results and
achievements of the Project, which are reporte@iher This data collection was accomplished
through individual surveys of Project clients, aslvas through an analysis of the data entered into
the Technical and Administrative Management Infdrara System (TAMIS) over the course of
Year Two. Based on this extensive client survilg, fbllowing impact results can be reported for

this reporting period:

A total of 195 client firms received assistan
during Year Two; 135 agriculture-related firm
33 producer organizations, 17 ABDS provide
and 10 farmers. The graph at the right shg
the distribution of the client companies amo
the various categories.

[ ABDS Providers

O Producer Organizations
O Agricuture Fims

B Farmers

Out of the 195 agribusinesses that recei
Project assistance in Year Two, more than { ¥
of them are located in Vojvodina (66) ar
Belgrade (43). There are 32 Project clients latatéNestern Serbia, 26 in Southern Serbia, 24
in Central Serbia, and 4 clients are located intétasSerbia. The chart below provides a
graphic picture of the geographic distribution liéats receiving assistance in Year Two.

During Year Two, the Agribusiness Project impleneeint83 separate training programs,
workshops, info seminars, or conferences with @ tft4,052 participants.

The Project also supported three national confegnehich had significant participation by

key stakeholders from the private sector and thee@onent. These conferences included the
closing conference for an international IAAS megtia national conference on the Warehouse
Receipts system, and a nationgd
conference on “Agribusiness 2010f, 1
organized by AgroPress. 2 60

The Agribusiness Project providef £ %
business advisory services, amds 4

facilitated market access for Serbign< ] —
agribusinesses which attendedg 20- [

international trade fairs with Projeqt = 10 . i

support.  The Project organiz 0 ‘ B B
participation for Serbian Companies t Vojvodina Belgrade Western ~ Southern Central Serbia  Eastern

Serbia Serbia Serbia

11 international trade fairs.

A total of 40 grants, with grant funding amountitey $452,000 (USAID funds) have been
approved over the course of Year Two, with a sigarft matching contribution (totaling
$400,000) being provided by the grantees for tlaesgities.

The Agribusiness Project has devoted significametiand effort to addressing policy issues
aimed at creating an enabling environment for ampiiliesses. A total of eight strategy papers
were prepared with Project assistance, and thriégypeforms have been implemented.

To evaluate the quality of Project assistance, yl@ar's annual survey included questions
related to client satisfaction with the assistamiaided. Client satisfaction was measured on a
five point scale, from 1 = extremely dissatisfied3 = extremely satisfied. A total of 116
agribusinesses participated in this survey. Th&thelow shows the client satisfaction rating
for the various types of Project assistance, aadterall client satisfaction rating was 4.53.
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Tvpe of Assistance Grant Market Training/ Trade Fair Sales
yp Program Linkages Advisory Attendance | Missions
Score 4.57 4.39 4.56 4.47 4.63

Based on these client satisfaction ratings the lAginess Project has concluded that client firms
and organizations are generally satisfied withsixwices and assistance they receive.

Client Sales Reported:

During Project Year Two a total &33.9 million of agricultural and food products wetelivered

by Project client firms, based on a total contrd@mount of $50.3 million. Sales of processed and
fresh fruits and vegetables account for 80% of ttital delivered sales recorded by the annual
survey. Based on this data the Project has exddbdesales target of $7 million in Year Two. The

table below provides summary data on the salesttargl Project achievements.

Project Overarching Indicator Y2 Target Y2 Actual Result
Dollar value change in agricultural product saled & SAID T
Agribusiness Project beneficiarigelivered sales) $ 7 Million $ 33,913,483
Contracted Sales N/A $ 50,368,601
Under Negotiation $ 44,807,950

Of the $33,913,483 in delivered sales, the survegedipanies reported exports totaling
$22,047,559, which is equal to 65% of the totalvdeéd sales. Based on the survey results, the
major export markets for Serbian agricultural piduare the EU with $14,517,248, and Russia
with $6,453,418.

Employment Generated:
During Year Two the Project assisted in tfe
creation of269 registered (full-time and part-timg) 189
jobs, and 847 seasonal jobs. The breakdown

80

the jobs is; 59% of the new employees we )

women, and 17% were youth. The graph at | B Fukime
right is a visual presentation of the distributimin 0 Part-timg
employment created among the various categofi 0 Seasordl

used in the PMP.

Since the start of the Agribusiness Project, a t¢ta ol
of 4,010 new jobs have been created by Project
assisted agribusinesses (237 full-time, 281 pargtiand 3,492 seasonal jobs). Based on the results
reported by surveyed firms, the Project can contimat the PMP target of 1,000 jobs (cumulative)
by the end of Year Two has been exceeded.

Results by Beneficiary Categories:
The Agribusiness Project survey results, and tha gecluded in the TAMIS system, have been
analyzed and disaggregated into the following gsoapProject clients and Project objectives, in
accord with the PMP requirements:

Objective 1.1: Strengthen Producer Organizations: In Year Two, the Agribusiness Project
provided assistance to 33 separate producer oagams, and this assistance included various
training programs, direct technical assistancesrirational study tours, trade fair attendance, and
Project grants. A total of 39 producer organiaaitiave been assisted to date, which exceeds the
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PMP target of 30 producer organizations receivisgjstance by the end of Year Two. Members of
assisted producer organizations reported a totdl (4f22,748 in delivered sales during Year Two.

Objective 1.2: Improve ABDS Service Delivery: During Year Two, the Agribusiness Project
provided direct assistance to 17 ABDS providers, B producer organizations and agriculturally
related firms that also provide agricultural busmeéevelopment services. With the eight ABDS
providers that were assisted during Year One, ttpebfisiness Project has now almost reached the
PMP target of 40 ABDS providers receiving Projesdistance by the end of Year Two.

Objective 1.3: Encourage Youth Involvement in Agrilusiness: The first round of the Youth
Business Plan Competition was completed during Yleaw, and seven youth grants, with a total
grant value of $93K, have been approved for fundifige winning ideas included activities such as
setting-up commercial strawberry and vegetable yton; goat cheese production; plums,
mushrooms and medicinal herbs drying; food paclkggand value-added production. The Youth
Entrepreneurship in Agribusiness educational prognas been implemented as an extra curricular
school activity, and assistance for this activitytinued throughout Year Two.

Objective 1.4: Increase Value-Chain and/or ClusterCompetitiveness: Thanks to Project
technical assistance and grants, 23 agribusinésst ¢irms have adopted new technologies that
enhance their productivity and production, as waslimproving the quality of their products. The
Agribusiness Project also launched a comprehengregram focused on the promotion and
adoption of international food safety and qualitgnslards by assisted firms — GlobalGAP, ISO
14001 and ISO 22000. Through this program, 2&tdiavill introduce these quality standards.

Objective 2.1: Improve Crop Production Estimates &Market Information: In Year Two, the
Agribusiness Project continued its cooperation wlith MAFWM to strengthen the STIPS system
with more consistent data collection methodologae®] an expansion of the type of data collected.
A total of 299 producers, firms and producer orgations have been trained in the use of market
information (STIPS), the basics of marketing, anarket analysis. Thus, the PMP target of 75
trainees for this indicator has been substanteiteeded.

Objective 2.2: Promote Legal, Policy and Regulatgr Reform: The Agribusiness Project
continued its efforts aimed at creating an enabk&ngironment for agribusiness development in
Serbia. The Project has prepared eight strateggrpaon various topics related to the sub-sectors
assisted by the Project, and these have been maulie pn the Project web site and shared with
Project partners and beneficiaries. Three pokégrms were also implemented by the Government
of Serbian in Year Two, as a result of Projectsiasce.

The Aaribusiness Project Grant Program:

A total of 40 grants, valued at $452,000 (USAID dajy have been approved during Year Two,
with $400,000 in matching contributions being po®d by the grantees. These grant funds were
used for organization of the Ethno Food Fair hel8elgrade in November 2009, and for support to
companies attending 2009 Fruit Logistica Trade FaBerlin, the Trade Fair in Moscow, and the
Vitafoods Trade Fair in Geneva. Grant funds wdse ased to support a trade mission to the UK
for berry fruit producers; the introduction of ndechnology and new packaging in the food
industry; as well as an extensive nation-wide trgjnprogram for blueberry growers and dairy
farms; and a comprehensive program supporting wanéepreneurship in agribusiness.
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1. INTRODUCTION & BACKGROUND

Pursuant to the provisions of the Project Task Qrttee USAID Agribusiness Project has
established a performance-based monitoring systetmatk and document the results and
achievements attributable to Project assistancke Herformance Monitoring Plan (PMP)
defines the Project’s monitoring and evaluationtays which is the foundation of the
Project’s internal and external communication sfggt This plan allows USAID
Agribusiness Project staff to build on winning iaiives and take corrective actions when
results are less successful than anticipated. nmdmitoring system is also used to compile
and track performance monitoring information, imthg indicators required by the USAID
Mission to Serbia. The indicators are divided ithte following four major categories:

1) USAID Standard Indicators
2) Overarching Project Level Indicators
3) Component 1 Indicators: Increased Efficiency & Cetitpveness of Agribusinesses
* Objective 1.1: Strengthen Producer Organizations
* Objective 1.2: Improve ABDS Delivery
» Objective 1.3: Encourage youth involvement in aggibess through the Youth
Enterprise Program
* Objective 1.4: Increase value-chain competitiveness
4) Component 2 Indicators: Improved Enabling Environtrfer Serbian Agribusiness
e Objective 2.1: Improve Crop and Livestock Produttitstimates and Market
Price Information
* Objective 2.2: Promote Legal, Policy, and Regulat®eform

The results of Project assistance are collecten tvbeneficiary companies, and these results
are entered into the TAMIS system on a regular shasTAMIS integrates work plan
management, impact and performance monitoring, prgject administration into one
information system customized to the annual wongl In addition to TAMIS, USAID
Agribusiness Project staff conduct results survelysa quarterly and annual basis using a
customized questionnaire to capture and verifyotlteome of Project assistance at the client
level. Client impact and satisfaction surveys effecient tools for measuring results, and
getting feedback from our primary partners: agtima-related firms, producer organizations
and ABDS providers.

Technical Advisors and Sector Leads advise the Mang and Evaluation Team regarding
the firms and organizations that should be covésethe survey for each quarter, while the
more comprehensive annual client impact and satisfa survey covers all firms and
organizations that received more then one typerojeBt assistance in the preceding Project
year. The results collected through the annualesyrand the TAMIS data available, provide
the basis for the annual performance report to UISAThese types of surveys enable project
management and USAID to collect reliable and valie quantitative data on the major sales
and employment indicators, as well as other dagduli$or planning and strategizing Project
technical assistance. This data includes the abiiily of agricultural business development
services, new technologies, and the clients’ satigfn rating of Project assistance, etc.
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In February and March of 2009, the Agribusinessjgetoengaged an independent M&E
consultant to review and analyze the existing Rtap@onitoring and evaluation system. The
main goal of this review was to provide a solidrfdation for further improvements to the
monitoring & evaluation system that would be focus® timely, accurate and informative
reporting. These changes would enable senior @rojanagement and the USAID Mission
to make strategic management decisions and opesaafitans. The Consultant reviewed and
advised Project staff on the overall M&E systemtifbquantitative and qualitative data
collection) including: surveys, questionnaires, vwgbsence, and success stories; as well as
the flow of M&E data into annual and quarterly rego The consultant also recommended
changes and improvements to the system based ifingengs. Further, the Consultant
delivered training sessions on M&E issues to thellAginess Project professional staff, and
facilitated the production of subsector specifiasa models that have been used during the
development of the Year Three Workplan. In healfreport, the M&E Consultant stated that
Project staff have done a very good job in desig@nd setting up the M&E system. Based
on the recommendations provided by the ConsultaatProject’'s Monitoring & Evaluation
system has been further improved.
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2. PROJECT ASSISTANCE & ANNUAL RESULTS BY INDICATO R

During the month of September 200
Agribusiness Project staff collected data

the results and achievements of the Projq
which are reported herein. This da|
collection was accomplished throug
individual surveys of Project clients, as we
as through an analysis of the data entered
the Technical and Administrativg
Management Information System (TAMIS
over the course of Year Two. The resul 13
collected in this process are divided into t
four major categories as defined by the PMx
Based on the data collected, the USAID Agrlbusmasgect has provided direct financial
and technical assistance to 195 Serbian agribisseana Year Two (FY09), composed of 33
Producer Organizations, 17 ABDS providers, 135cadpire-related firms, and 10 farmers.
The figure at the right is a graphical represeotatif the distribution of the Project clients
among the categories.

0 ABDS Providers
0Producer Organzations
0 Agricuture Fims

O Famers

Out of the 195 agribusinesses that

received Project assistance in Year
Two, more than half of them are
located in Vojvodina (66) and

Belgrade (43). There are 32 Project
clients located in Western Serbia,
26 in Southern Serbia, 24 in Central

. | i Serbia, and 4 clients are located in

‘ ‘ = Eastern Serbia. The graph at left
Vojodina  Belgrade ;I’V:Eitaern S(S)ztr}:arn Central Serbia SEez:zit:rn provides a geographic distribution
of Project clients that received

assistance during Year Two.

During Year Two, the Agribusiness Project impleneehB83 separate training programs,

workshops, info seminars, or conferences with @ twit4,052 participants.
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The training programs and workshops covered togich as marketing and sales techniques
for trade fair participants, getting started in tfeod industry, and understanding trade
segments. More technical sessions covered topich 8s production and post-harvest
management of berries (fresh and organic), orgaaiza capacity assessment, post harvest
management for storable vegetables and ULO colst@dvanced apple and stone fruit
production, production and marketing of medicinatl @romatic plants, dairy cow feeding,
livestock production, and safe pesticide use.

Also, the Project supported a series of informati@®minars on various topics related to the
activities undertaken during Year Two. These sansicovered the following:

* Six one day seminars on the GlobalGAP system weté im Nis, Cacak, Novi Sad,
Smederevo, Subotica and Vranje, with a total oferiban 600 participants.
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* Ten informational seminars were held on using th&’S system for market analysis with
a total of 299 participants in all these semianrs;

« Twenty four technical training seminars on SafetiPigle Use were held, in cooperation
with the Ministy of Agriculture, in 24 separate tasvaround Serbia.

The Project also supported three national confegnehich had significant participation by
key stakeholders from the private sector and thee@unent of Serbia. These conferences
included the following:

* The closing conference for IAAS on “Safety in foduhin for sustainable development in
agriculture” which had more than 130 participantsrf around the world;

* A national conference on the operations and impigat®on of the Serbian Warehouse
Receipts system, which had 66 participants;

* The National Conference “Agribusiness 2010” whitinagted 139 participants, where the
opening speeches were delivered by the Prime Mingtd the USAID Mission Director.

All of these conferences and seminars attracteeérege from the local press and served to
give the Project, and USAID, added visibility thghout Serbia.

The USAID Agribusiness Project has also providedimess advisory and facilitated market
access for Serbian agribusinesses which attendednational trade fairs, including the
following: SIAL Paris, Belgrade Ethno Food and Beage Fair, Fruit Logistica in Berlin,
ProdExpo in Moscow, BioFach organic fair in Nuremthuhe Gulf Food Show in Dubai, the
IFE show in London, Vitafoods in Geneva, Fancy Fbleadv York, the Novi Sad Agriculture
Fair, and the Moscow World Food Fair.

In addition, a total of 40 grants valued at $458,00SAID funds) have been approved over
the course of Year Two, with a significant matchantribution (amounting to $400,000)
being provided by the grantees for these activiti€se grant funds were used to support the
market-driven activities designed to increase tlieiency and competitiveness of Serbian
agribusinesses by leveraging their investments aueradded processing, improved
packaging, new technology, marketing and promotiantvities, education and introduction
of international food safety and quality standards.

The grant funds were also used by qualified foaustry business associations and ABDS
providers to provide services of general benefit anpport for their members’ participation

in national and regional food trade fairs and sttalyrs. Finally, the Agribusiness Project

utilized grant funds to promote and facilitate warseentrepreneurship in agribusiness, and
to finance the winners of the youth business ptanpetition.

Since the inception of the Grant Program in ApfiD8, up to the end of Project Year Two

(30 September 2009), the Agribusiness ProjectsnGReview Committee has approved a
total of 51 grants, with total grant funding of 46815. These grant awards are in various
stages of the award and implementation processe grhnt recipients are committed to

provide additional funds, as their matching conttiitin, in the total amount of $481,789 (i.e.

42.5% of the total cost of all grant activities).
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The Agribusiness Project has invested significffiorts in addressing policy issues which are
aimed at creating an enabling environment for aiiiesses in Serbia. Accordingly, a total
of eight strategy papers were prepared with Pr@sesistance, and three policy reforms have
been implemented during Year Two. The Agribusirfésgect has also continued its efforts
to formalize cooperation with the Ministry of Edtioa, and to institutionalize the youth
education program.

To evaluate Project assistance from the clien¢$9éneficiary) perspective, this year's annual
survey included questions related to client sattsfa with the various types of assistance
provided in Year Two. Client satisfaction was maad on a five point scale, from 1 =
extremely dissatisfied to 5 = extremely satisfiddtotal of 116 agribusinesses participated in
this year's annual survey, and they reported qfiabke results attributable to Project
assistance, as well as their satisfaction withptiekage of services received by the Project.

Clients were asked to rate each type of serviceiged (grants, market linkages, training and
advisory services, trade fair attendance and stodys). Accordingly, the Agribusiness
Project is able to report on client satisfactiondagh type of service, as well as their overall
satisfaction with the Agribusiness Project, asofoB:

. Market Training/ Trade Fair
B2 AEEERES Grant Linkages Advisory | Attendance Study Tour
Score 4.57 4.39 4.56 4.47 4.63

Overall Client Satisfaction score: 4.53

With these ratings, the USAID Agribusiness Projectble to assess to what extent the team
is adeptly identifying unmet needs in the cliemn8, and assisting the private sector to
respond to those needs.

2.1 USAID Standard Indicators

USAID/Serbia has recommended that the followingfgrerance indicators be used to
measure the results generated through assistaoiegul by the Agribusiness Project:

1) Percent change in value of international exports oftargeted agricultural
commodities as a result of USG assistancéut of the 116 surveyed agriculture-related
firms, 48 have reported international exports ofjeded commodities (meat and dairy
products, fruits, vegetables, herbs and spiced) witotal value of $22,047,559. These
exports were achieved based on USAID Agribusinesgét assistance in 2009. Exports
to the EU accounts for 67% of the total reporteghoebs, with exports to Russia
accounting for close to 29%. Other export markettude the United States and North
America with $305,660, and CEFTA countries with $,283. During Project Year One,
15 agribusinesses reported exports of the targeteunodities with a total export amount
of $3,914,809, attributable to Project assistaridsing a proportional calculation, we can
report a 76% increase in the value of internati@xglorts in Year Two, over the level of
exports of the targeted commodities in the previgaar. The target in this results
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category for 2009 is a 15% increase over the pusvigear’'s results, and based on this
analysis the USAID Agribusiness Project exceededdiget.

2) Number of producer organizations assisted:A total of 33 producer organizations have
received Project assistance in Year Two; thusdhget of 15 producer organizations that
should have received assistance during the yearbkas exceeded. The USAID
Agribusiness Project has been working with modheke organizations since Year One,
and there are now 39 producer organizations tha¢ heceived assistance over the life of
the Project to date.

3) Number of agriculture-related firms benefiting directly from USG supported
interventions: A total of 135 agriculture-related firms have benefited diyedtom
Project assistance since the inception of the prd@ctober 2007), which exceeds the
established cumulative target of 85 agriculturetesd firms benefiting directly over the
first two years of the Project. The majority obsle agriculture-related firms (70%) are
considered micro-enterprises (i.e. they employ fleas 50 workers in total, and they have
an annual turnover of less than $8 million).

As of the end of Project Year Two, the AgribusinBssject has exceeded the targets set for
each of the three primary performance indicators.

2.2 Overarching Project Level Indicators

While the results recorded with the primary indicatlisted above can be attributed directly
to specific Project interventions, the results rded from the overarching Project-level
indicators result from a combination of technicsdiatance, training, and grants that compose
the portfolio of Project activities. In addition the sales and employment results captured
through the annual survey, the Agribusiness Prajest acquired data regarding Serbian
agricultural GDP growth, and the level of agrictdiuexports recorded in 2008 from the
National Bureau of Statistics. The performance¢hase indicators is as follows:

1) Percent change in agricultural GDP: Actual results for agricultural GDP for 2008
will only be reported in December 2009, as NatidBafeau for Statistics publishes
these data annually and one year after the endeofqus calendar year (the Serbian
Fiscal Year). Accordingly, the results for 20091k available in December 2010.
The Baseline Year is 2007, when an agricultural GDB4.25 billion was recorded,
and the growth target for 2009 is 1% over the liasslear (ie: $4.55B).

2) Percent change in the value of agricultural exports The actual results for 2008
show that the value of agricultural exports wasenbian $2 billion (i.e. 22.3% over
the baseline of $1.67 billion in year 2007). Thejéct target in this category for 2008
was 2% over the baseline, or $1.70B. The valuagoicultural exports in the first
eight months of 2009 (i.e. January — August) wag $illion, and the data for the
remaining four months of 2009 will only be availabih the first half of 2010.
However, based on the export results from the &rght months it appears that the
total for the year 2009 may be below the targes, tduthe global financial crisis.
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3) Actual increase in employment in agricultural processing and services: During
Year Two the Project assisted in the creatior2@® registered (full-time and part-
time) jobs, and 847 seasonal jobs. The breakddwtheojobs is; 59% of the new
employees were women, and 17% were youth. Sineédginning of the USAID
Agribusiness Project, a total of 4,010 new jobsehbgen created by Project-assisted
agribusinesses (237 full-time, 281 part-time amtb3,seasonal jobs). Based on this
result, the Project can report that the
target of 1,000 jobs (cumulative) b 189
the end of Year Two has begn
exceeded. The graph at the right

80

provides a visual presentation of the B Fuktime
breakdown of the job categories usg @ Part-tine
in the data collection process. THe 0Seasordl
chart below shows the growth ip ]

jobs, and the overall project target for

jobs in 2012. 847
Target Employment
W in2012
e
~ 10,000 persons
7
e
Actual Employment 2 s
Actual Employment in 2009 7
in 2008 4,010 persops
7

4) Dollar value change in agricultural product sales 8USAID Agribusiness Project
beneficiaries: During Project Year Two a total &33.9 million of agricultural and
food products were delivered by Project client 8rnbased on a total contracted
amount of $50.3 million. Sales of processed aerdHifruits and vegetables account
for 80% of the total delivered sales registeredugh the annual survey. Based on
this data the Project has exceeded the sales tr§@tmillion in Year Two.

Project Overarching Indicator Y2 Target Y2 Actual Result
Dollar value change in agriculturalproduct sales of T
USAID Agribusiness Project beneficiaries (Delivered) $ 7 Million $ 33,913,483
Contracted Sales N/A $ 50,368,601
Under Negotiation $ 44,807,950
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Year Two Delivered Sales by Targeted Commodities

Mushrooms

Herbs

Processed Berrie
Fresh Berries
Processed Tree Fruit
Fresh Tree Fruit
Processed Vegetab
Fresh Vegetable

Mik & Diary Products

$1,611,000
$592,000

$2,324,911

$2,585,000
$5,248,706
$3,266,965

$4,923,977

$980,000

$484,802
$1,738,179

Meat Products
Other Commodities

Of the $33,913,483 in delivered sales, the surveyatipanies reported exports totaling
$22,047,559, which is equal tf
65% of the total delivered sale
Based on the survey results, t 1% 3%
major export markets for Serbia

agricultural products are the E{ 29% OEy

with $14,517,248, and Russia wif] DRussa
$6,453,418 (see the chart at ftf

right).  Other important expor OUSA & North America
markets include the United Statg 0CEETA

and North America with a total o 67%

$305,660, and CEFTA countrie
with a total of $771,233.

2.3 Component 1 Indicators: Increased Efficiency ath Competitiveness of
Serbian Agribusiness

Objective 1.1: Strengthen Producer Organizations

In Year Two, the USAID Agribusiness Project congduto provide assistance to both

existing and nascent groups of farmers and/or agimiess-related firms to work together to
become effective service providers for their merapand to evolve into sustainable business
enterprises. This assistance was provided to Parae producer organizations, and it
included various training programs, direct techhéssistance, international study tours, trade
fair attendance, and Project grants. The AgriessrProject has been working with most of
these organizations since Project Year One, amutah of 39 producer organizations have
been assisted to date, which exceeds the establistget of 30 producer organizations by the
end of Year Two. Members of assisted producerrozgéions reported a total of $1,122,748
in delivered sales during Year Two. Based on thlessresults reported, the most active
producer organizations in Year Two were the ArlBME Association with $310,000 in

delivered sales (all exports), the “Jovan Tucakégsociation for Medical and Aromatic
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Plants with $200,000 in members sales, and the ddla@ooperative with $123,000 in sales.
Other producer organizations that have potentiat,ds yet un-delivered, sales are Fruits of
Serbia, ZZ Green Group, ZZ Vocko and ZZ Slankamenka

During the reporting period, a total of 175 new rbens joined Project assisted producer
organizations ZZ Prima Borovica, Bio Codex, Sisteko Fungi, and Serbia Organica. As a
newly formed national association of organic praagc Serbia Organica reported a total of
108 new members. In the previous year, Projecstassproducer organizations reported a
total of 317 new members joining their organizasiowhich means that 492 new members
have been registered with these organizations sicetart of the Agribusiness Project. The
cumulative target for this indicator for Year Twe500 members. However, according to the
Producer Organization Specialist’s opinion thedsdor this indicator might be unrealistic (a
total of 6,000 new members by the end of Projeut) gubject to future revision.

In Year Two, the Agribusiness Project undertook amsessment of registered producer
organizations using the Organizational Capacitye8sment Tool (OCAT). The OCAT

assessment scores producer organizations usingatods that scores these civil society and
community-based organizations along seven dimeasibat are critical to being effective

organizations (governance, management practicesiamuresources, financial resources,
service delivery, external relations, and sustdlitgb Each dimension was scored on a 5
point scale, where 1 = needs urgent attentionthallway to 5 = which means good, needs
maintaining. This year’s average score from theADGurvey was 2.42 and this shows that
most of the producer organizations need signifiedt@ntion in the coming period. Pursuant
to the PMP methodology, the first year's averageescs set as the baseline for this indicator.

Objective 1.2: Improve ABDS Ddlivery

The Agribusiness Project assists ABDS providersttengthen their operations and promotes
the establishment of new ABDS firms to provide emsand services to firms along the value
chain. During Year Two, the Project provided dirassistance to 17 ABDS providers, and
14 producer organizations and agriculture-relaedsf that also provide agricultural business
development services. With eight ABDS providersihg been assisted in Year One, the
USAID Agribusiness Project has now almost reachwesl target of 40 ABDS providers
receiving Project assistance by the end of Year.Two

However, no new ABDS providers have been startati wgribusiness Project assistance
since the beginning of the Project. Therefore,Rhgect should devote additional resources
to this area, and explore the opportunities forettgying new ABDS providers, and assist
promising entrepreneurs interested in, and wilimgestablish new ABDS enterprises. The
PMP target for this indicator was a total of eigetv ABDS providers started in Year Three.
Should no new ABDS providers be established in Yidaee with Project assistance it may
be necessary to revisit this indicator with Progeff and the USAID Mission.

Project assisted ABDS providers reported new reggnataling $445,682 based on services
provided by the USAID Agribusiness Project, whictteeds the PMP target of $100,000 in
ABDS revenues in Year Two. The services provideduded consulting services related to
the proper production and irrigation of herbs, tagkes and fruits; dairy farm management;
logistics and distribution and/or consolidatiorgiming in professional selling skills; strategic
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business plan development; integrated marketing nmamications; farm management;
packaging and web design; solar drying; and netviglogies in agriculture.

To evaluate availability and quality of agribusisetevelopment services, this year’'s annual
survey included a client satisfaction rating foclsiservices based on a five point scale, from
1 = extremely dissatisfied, to 5 = extremely sathf According to the survey results, the
clients are very satisfied with the availability damuality of agribusiness development
services available in Serbia, with an average sob4el6.

Two producers/processors — a start-up businessndeaith mushroom processing, and a
vegetable producer — have received bank credits dsect result of Agribusiness Project
assistance. These credits totaled $1,025,000 tleyd came from the lending institutions
Agro Banka AD, and the Government of Serbia’s Depeient Fund.

Objective 1.3: Encourage Youth I nvolvement in Agribusiness through the Youth Enterprise
Program and Business Plan Competition

The Agribusiness Project team continued, and exg@nds efforts to attract and retain
Serbian youth in agriculture and agribusinessesmgouraging youth participation in the
Project’s Youth Enterprise Program. Through exgeanand networking opportunities with
international universities and organizations, dreldevelopment of a 4H program and Young
Serbian Farmers’ Association, young entreprenends siudents are encouraged to take a
leading role in agriculture. The Youth BusinesarPCompetition provides promising young
entrepreneurs with technical assistance to devalgmess plans, and grant assistance to start
a new business for the winners of the Project’srigzss Plan Competition.

The first round of the Youth Business Plan Comjmetitvas completed during Year Two and
seven youth grants with a total grant value of $9#Ke been approved for funding. The
winning business ideas included activities suchseiting-up commercial strawberry and
vegetable production; goat cheese production; plumshrooms and medicinal herbs drying;
food packaging; and value-added production.

The Youth Entrepreneurship in Agribusiness eduoatiprogram was prepared as an extra
curricular school activity and this assistance rw@d until the end of Year Two. The
Agribusiness Project has also continued effortfotmalize cooperation with the Ministry of
Education, and to institutionalize the youth ediacaprogram.

Despite this progress on the Youth Program, thabigmess Project team needs to devote
additional efforts to meet the PMP indicators iis ttategory. These include indicators such
as 110 youth-led businesses participating in Aguiiiiess Project funded activities by 2012,

and 57 youth-led successful and/or operationalnagsies initiated thanks to the USAID

Agribusiness Project by 2012. The PMP results mtegan the first two years for these two

indicators are way below the Project targets.

Objective 1.4: Increase Value-Chain and/or Cluster Competitiveness

The USAID Agribusiness Project utilized grants aedhnical assistance to promote the
Project objective of rapid, sustained, and broaskdaeconomic growth. These activities are
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leveraged with other assistance activities to afdtee market failures hindering firms from
investing in new technologies and applying intdoral food safety and quality standards.

Thanks to Project technical assistance and grantistal of 23 agribusinesses have adopted
new technologies that enhance their productivitg production, as well as improving the
quality of their products. These new technologmetude new packaging technology - term
seal packaging, which is a new type of package hwimcreases productivity; a modified
atmosphere which is injected into product packagimgextend product shelflife; steam
injection into product packaging with a term seal;new soil analysis used to define
appropriate fertilization; dietetic low fat jam,gar free; IFS packaging standards; a drier that
uses both solar and electrical energy; new prodictplant protection and nutrition; a new
sorting machine; a new American concept for grovbhgeberries; berry production in green
houses; the adoption of new organic raspberry tresi€’olka and Tulameen; a new vacuum
device for energy saving; new technology for thedpiction of dietetic (vitamin) products;
and a new tablet machine for products based orsherb

The following agribusinesses gained access to thewetechnologies with Project assistance:
Desing doo, ABD Prom, Hemel Organic Food, ZZ Slan&aka, Agrar — Kontakt, Ekologik
Java doo, IGDA Impex, AERO AQUA TERRA doo, NTIM Tewlogy, Fruits of Serbia,
Povrtarska Zadruga EKOADUT, PG Pavle Terzic, PG extl Atlecoop, Atle doo,
Agricultural Innovation Center, Blueberry growessaciation Belanovica, Bio Europe Stema
doo, Mladost Cooperative, Agro Plus, Melisa Farnachal Tea and Kirka Pharma. The
PMP target is set at 250 agribusiness clients agggsew technologies in the first two years
of the Project, which is now considered unrealisticcordingly, the USAID Agribusiness
Project will revisit this indicator and revise ttagget in consultation with USAID.

The value-chain assessments revealed that one eofmiijor weaknesses limiting the
competitiveness of companies in the selected sewdheir lack of international food safety
and quality standards. Accordingly, the Agribusmédlroject launched a comprehensive
program focused on the promotion and adoption tdrimational food safety and quality
standards by assisted firms — GlobalGAP, ISO 140@iLISO 22000. To launch this program
a series of informational seminars on the GlobalG#dhdard were held in Nis, Cacak, Novi
Sad, Smederevo, Subotica and Vranje, with theseinsesn attracting more than 600
participants. Based on this program, a total ofSe8bian agribusinesses have been able to
introduce, and/or adopt, international food-safatyl quality standardsAt this stage, the
Project can report that one company has alreadyivied GlobalGAP certification, while an
additional ten agribusinesses are in the GlobalGAplementation phase; two companies
will implement ISO 14001; eleven companies wilfrottuce ISO 22000; two companies will
introduce both GlobalGAP and ISO 22000; one compaiflyintroduce both ISO 14001 and
22000; and one company will introduce 1ISO 14001 GlabalGAP.

2.4 Component 2: Improved Enabling Environment fo Serbian Agribusiness

Objective 2.1: Improve Crop and Livestock Production Estimates and Market Price and
Environment I nformation

An accurate, user friendly, up to date, and widealailable agricultural management
information system is a critical component to &ssys Serbian farmers and businesses to
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make production, pricing, and marketing decisioms.Year Two, the Agribusiness Project
continued its cooperation with the MAFWM to strdmgt the STIPS system with more
consistent data collection methodologies, and gramsion of the type of data collected (in-
country supply and demand balances per commoditgrnational trade data, and data on
external reference prices). Accordingly, a clisatisfaction survey is planned for February
2010, following the completion of the project onpiravement of STIPS.

The Project has also completed a number of stubdashave cross-cutting applicability, and
which can provide information and guidance for fatdProject activities in multiple sub-
sectors. These studies include: 1) A Study onSésbian Cold Chain, which covered the
sub-sectors of fresh fruits and vegetables, henoshrooms, and berries; 2) A Study on the
Impact of the Global Economic Crisis on Serbian iBgsiness, which covered all the sub-
sectors; and 3) A Viticulture Sector Assessmenticivlwas undertaken as the preliminary
step to adding a seventh sub-sector to the USAlBb@giness Project portfolio.

A total of 299 producers, firms and producer orgations have been trained in the use of
market information (STIPS), the basics of marketiagd market analysis. Thus, the PMP
target of 75 trainees for this indicator has badrstantially exceeded.

The Environmental Protection Agency of Republic S¥rbia, registered as the National
Reference Center for Agriculture by the Europeamif®nment Agency, recently established
an Environmental Information System to collect,eassand analyze environmentally-related
data at the national and regional levels. Howegae to the financial crisis further system
development is stopped for the time being. Accuglyi, the Agribusiness Project will plan to
conduct a client satisfaction survey, in conjunctiwith the Environmental Protection
Agency, once the system becomes fully operatiomdligwidely used.

Objective 2.2: Promote Legal, Policy and Regulatory Reform

The Agribusiness Project continued its efforts alrae creating an enabling environment for
agribusiness development in Serbia. The followenght strategy papers were prepared in
Year Two with Project assistance:

* Regulation on Organization and Job Classificatibthe Indemnity Fund,;

« Statute of the Warehouse Receipts Indemnity Fund;

* Warehouse Receipts Law related policy documentsifeents on the law, annual work
plan for establishment of the WHR system, samelegions);

* Opinion on the equivalent Serbian categories ofybéwit planting materials which
correspond to the UK certified categories;

* Information on the Memorandum on the safety of patsl of plant origin exported from
the Republic of Serbia to the Russian Federation;

* Proposals for resolving issues and the efficiergl@mentation of regulations governing
of utilization of plants under controlled use, anttoducing subsidies for the commercial
growing of medicinal, aromatic, and spice herbs;

e« ACC/4 document (a document laying out potential dstic support and export subsidies
for agriculture);

* An Analysis of 15 newly adopted agricultural laws.
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The following three policy reforms were also impkmted in Year Two, as a result of Project
assistance:

» An official decision of the Plant Protection Adnstriation on the scheme for acceptance
of berry fruit planting material originating frorheé UK;

* The Law on Public Warehouses for Agricultural Praidy

* The Law on the Protection of Plant Breeder's RigiR2OV Law).

2.5 The Agribusiness Project Grant Program

A total of 40 grants, valued at $452,000 (USAID dap have been approved during Year
Two, with $400,000 in matching contributions bepm@vided by the grantees. These grant
funds were used for organization of the Ethno Féanl held in Belgrade in November 2009,
and support to companies attending 2009 Fruit ltmgisTrade Fair in Berlin, the Trade Fair
in Moscow, and the Vitafoods Trade Fair in Gene@ant funds were also used to support a
trade mission to the UK for berry fruit producetise introduction of new technology and
new packaging in the food industry; as well as @eresive nation-wide training program for
blueberry growers and dairy farms; and a comprehenprogram supporting women
entrepreneurship in agribusiness. The Agribusirfesgect also approved grant funds to
support the introduction of GlobalGAP and ISO stadd by twenty-eight Serbian food
processors. In addition to these forty grantstal bf seven youth grants, with a total amount
of $93K, have been approved for funding in Year Tw®ince the inception of the Grant
Program in April 2008, the Agribusiness Project'sa@ Review Committee has approved a
total of 51 grants with total grant funding of $6315. The grant recipients are committed to
provide matching contributions, totaling $481,78042.5% of the cost of grant activities.

In conjunction with complementary technical assistg as well as other support provided by
the Project, the grant recipients have createdneld jobs (including 24 full-time jobs), and
they have reported sales of agriculture commoditiiis a total value of $4,275,998. Based
on the annual survey results, the grantees aresatisfied with the grant program; the overall
satisfaction rate for the program is 4.57, on descfl to 5.
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3. ANNUAL SURVEY — LESSONS LEARNED

Over the course of the data collection and analgsigess, the Agribusiness Project staff
have learned some valuable lessons that will agssProject in its future activities. These
lessons can be summarized as follows:

* The annual survey is an extensive and time-congyiraffort that requires significant
involvement of the entire Project staff. The arlrauavey as a critical and very important
element of the data collection process, and it s¢ede part of the Project’s Year Three
Work Plan. Accordingly, all staff members shouldrptheir end of year activities around
the survey, so as to avoid conflicts in their sciesland time constraints.

» The assistance provided by the internship studeitisin the survey process, data
collection, and analysis was highly valuable angrapiated, and it should become part of
the regular practice for the annual and quarternyeys.

* An improvement in the quality of the data collectadbugh the survey has been noted,
but still there is a need to provide significantlaonsistent assistance to clients to help
them with the process of filling out the questiones

* A unified questionnaire for all beneficiary grougeems to be confusing; accordingly, the
M&E team, in conjunction with the Project staff,|Mdadapt the existing questionnaire and
develop more appropriate questionnaires specificdésigned for ABDS providers,
producer organizations, and agriculture-relatedgiand farmers.

* Furthermore, a number of the questions on the mumstire (non-sensitive questions -
e.g. client satisfaction rating of the Project’sistance, etc.) will be placed on the Project
web site, and clients will be encouraged to proveiback electronically. Nevertheless,
sales and employment data will continue to be ct#lé through the surveys, given the
sensitive nature of this data and the verificatiwethod the M&E Team has established.

It is hoped that these changes to the data cale@nd analysis process will improve the
quality of the impact data available for reportitgg USAID, and it will make the data
collection process less onerous for the profess&ia#f and the M&E group.
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4. YEAR TWO PROJECT RESULTS VS. PROJECT INDICATORS

Results vs Targets Tables

USAID Standard Indicators

Overarching Indicators

Objective 1.1: Strengthen Producer Organizations

Objective 1.2: Improve ABDS Service Delivery

Objective 1.3:Encourage Youth Involvement

Objective 1.4:Increase Vlaue Chain Competitiveness

Objective 2.1:Improve Production Estimates & Market Information

Objective 2.2: Promote Legal, Policy & RegulatoryReform
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USAID Serbia Agribusiness Project
USAID Standard Indicators — Results vs Targets
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Project

USAID Serbia Agribusiness
Overarching Indicators — Results vs Targets
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USAID Serbia Agribusiness Project
Objective 1.1: Strengthen Producer Organizations Results vs Targets

000'7CL$

8v.'86€$

($sn) [euoneusaiy

($sn) onsswoq

eolUBBIO BIQISS

0T

16ung o3 waisis

4

X8pod oig

BINOIOG BWId ZZ

Slaquaw maN

uoneziuehio
J13anpoid

00y

Slaquiaw
Mau

[e101 000'9

(annreNWINY)
safes N 8T$

ul safes WT$

(auifpseq)
we

Z leap

Slaquaw

MaU [e10] 005

(auifaseq)
we

8v.TCT'T$

(ennreNWINg)

a6y

aulfeseq e se
pasn ale g0z Jaquanaq
Ul P3)2NPUOD JUBWSSasSe
8yl jo sjnsay

790'650°'T$ | VIN

JARS

Kaning 1oedw
Ul fenuuy

Kaning 10w
U3 fenuuy

SINVL ol
indur eyep 198/0.44

100] JUAWSSBSSY
Auoede) euoieziuehio

a1 uo suoeziuebio Jaanpoud
pajsisse Jo 8109s abelany

suoieziueBlo Jaonpod
pasisse-109l0.d ssauisnquby
avsn ybnoiuys safes

19QWiaW JO anjeA Jejop ejof

suoieziuehlo
199npoud pajsisse-108lo.d
ssauisnquBy alysn Buiuiol
SJAQWIAW MBU JO JaquInN

€
T
4
€
S
T
4 Iv)Bumno-sso019 T
T Aire@ 4
4 H001S3NI 7
14 SQUeH 14
L sa|qeabion 4
8 uni4 Aueg z
6 uni4 8aiL v
108lod
aneinwing) | (anreinwing) | (sAnenwng ol ssauisnqub ay1 Jo
$0d{0°ON 10235-0nS $0d10°ON Ly A .ﬁ_um | .m_um i .Mm v 5¢ VIN ﬂzaw__w_m.__wsm__ot tmammmﬂmﬁ”.mmu M__Mummm_cumwo
._wozuo._a 10 JaquinN
salofare) bunehaibbesig S S LS 1ins3d auljaseq (Eames ) 10Je2IpU| BouRWIOMDd
2102 6002 6002 8002 ABojopoyta

Page 18

Annex I — Performance Monitoring Plan



USAID Serbia Agribusiness Project — Year Two Annual Report

USAID Serbia Agribusiness Project

— Resdts vs Targets
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USAID Serbia Agribusiness Project
Objective 1.3:Encourage Youth Involvement — Resultgs Targets
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USAID Serbia Agribusiness Project
Objective 1.4:Increase Vlaue Chain Competitiveness Results vs Targets
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USAID Serbia Agribusiness Project

Promote Legal, Policy & RegulatoryReform

Objective 2.2

Results vs Targets
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