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Report Highlights:
Serbia and Montenegro poultry production will likely decrease in CY2003 (over 2002). Lower production is the result of low poultry prices due to very large beginning stocks carried over from 2002 and marketed during first part of 2003.  Poultry imports in the first 6 months of 2003 were 677 MT, down sharply from the same period last year when 4,837 MT of poultry was imported. Lower imports are a result of the Government of Serbia’s stronger protection of domestic producers, with additional import taxes. As of October 2003, U.S. poultry exports are still blocked by the decision of the GOS Veterinary Services not to accept USDA/FSIS export certification.
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Annual Report

Sofia [BU1]

[SR]

Notetc \l2 "Executive Summary
tc \l1 "“Yugoslavia” officially gives way to “Serbia and Montenegro”On February 4, 2003 following the adoption of the Constitutional Charter and Implementing Law, the Federal Republic of Yugoslavia was formally dissolved and was renamed to “Serbia and Montenegro”.   The re-naming reflects the union of the two remaining former republics, Serbia and Montenegro. Yugoslavia transferred all of its rights and duties to the new state union. Thirty federal institutions immediately ceased to exist while seven federal institutions have become Serbian bodies. 

According to the Constitutional Chapter the two republics will form a limited union, maintaining separate economic institutions. In the future, Serbia and Montenegro will share joint customs systems and foreign trade policy.  Republics will be linked by a small joint administration in charge of defense and foreign affairs.  Serbia and Montenegro will participate jointly in international financial organisations, the World Trade Organisation (WTO), and in negotiations with the European Union (EU).

The Republic of Serbia legally includes the provinces of Vojvodina and Kosovo. However, on a practical level, there are currently three separate customs zones with different regulations:

-
Republic of Serbia  (including Vojvodina, but not Kosovo).

-     Republic of Montenegro.

-
Kosovo Province, where the UN together with the provisional local government, 

has established customs and tariff codes.    

The Serbia and Montenegro tariff schedules were harmonised as of August 15, 2003, except for tariffs of 56 agricultural commodities. Kosovo has separate customs arrangements. Final agreement between Serbia and Montenegro on harmonisation of customs tariffs on all agriculture commodities is to be reached within the next 3-5 years. In the same period, the economic systems of the joint state of Serbia and Montenegro will be harmonised to EU standards.

Production (broilers, processed chicken products, turkey, and eggs)

Serbia and Montenegro poultry production has decreased in the first 6 months of 2003 compared with the same period in 2002.  Total poultry production in 2003 is expected to be 65,000 MT, a decline of 10 percent from 2002 production of 72,000 MT.  Lower production is producers’ response to lower poultry prices brought about by large stocks carried over from last year.  Carryover stocks have been retailed this year as semi-frozen product. 

The poultry industry in Serbia and Montenegro continues to restructure, with ongoing privatization in the processing industry and consolidation of small poultry farms. 

During 2002 and 2003 the poultry industry in Serbia was dominated by two broiler and processing companies, one private and the other State owned.  Agroziv, is a private, vertically integrated company from East Vojvodina.  Agroziv will likely account for almost 51 percent of poultry production this year.  The Topiko Company is currently the second largest poultry producer/processor in Serbia.  Although still State-owned, final privatization of Topiko is expected by the end of 2003.  Topiko will likely account for about 15 percent of Serbian poultry production this year.  

Fresh and processed poultry meat production in MT in 2003 by company 

	Company
	MT

	Agroziv
	33,000

	Topiko
	10,000

	Agricola
	 5,000

	Matijevic
	 2,000

	Other small and medium farms
	15,000

	Total
	65,000


Currently, there is only one commercial turkey production company in Serbia.  The Srbokoka Company is located in Jagodina (in Central Serbia), and processes about 100,000 turkeys annually.  In North Vojvodina it is traditional for turkey production to take place on small private farms, with on-farm consumption only.

Egg production in 2003 is expected to be about 145 million dozen.  In the first 6 months of 2003, egg prices increased by more than 50 percent (from 2.5-3.5 din/dozen to 4.5-5 din/dozen), due to drought-affected grain prices, which have averaged 20 percent above prices last year.

Trade

Officially, imports of poultry (meat and products) have been liberalized, and are no longer subject to licenses or quota systems.  Poultry imports (all chicken meat and products, and turkey meat and products) are subject to a tariff of 30 percent, plus a 0.5 percent customs fee on the product value.  Additional poultry duties are also in place.  The additional duties were increased in April 2003.  Import duties for eggs are 5.5-30 percent plus 1-1.5 dinars/dozen.

Poultry imports in January-June 2003 were 677 MT, down sharply from the same period in 2002 when imports were 4,837 MT.  Lower imports are the result of GOS efforts to provide stronger protection to domestic poultry producers by imposing additional import taxes. (See Duties and Sales Tax section, below)  Most imported poultry products this year are being sourced from the EU (the Netherlands, Belgium, and Germany), rather than from traditional suppliers in Hungary and Slovenia. 
Serbia and Montenegro are not significant exporters of poultry products.  In the first six months of 2003 total exports of 2,000 Mt were shipped to Macedonia.  Serbia and Montenegro currently do not meet EU standards and are thus barred from exporting poultry products to EU members.    
Imports of U.S. poultry products to Serbia and Montenegro were suspended in 1999 and are still banned. Serbian and Montenegro Veterinary Authorities are not accepting USDA/FSIS Veterinary Export Certificate 9060. After re-organization of the Republic Government, FAS Belgrade initiated a new round of negotiations with Serbian and Montenegro authorities for accepting U.S. export certificate. 

Currently Montenegro is allowing transit of poultry products from the Port of Bar through its country territory to Kosovo, Albania and Macedonia. For such transit, U.S. companies must request transits permit from the Montenegro Ministry of Agriculture, or contact the FAS Office in Belgrade for further information. 

Duties and Sales Taxes 

In 2002, imported poultry (whole, frozen chicken) cost about 20 percent more than domestically produced poultry meat.  As of April 30, 2003 (Official Gazette No.45), levies on imported poultry meat and products were raised from 21- 34 dinars/kilo (depending of the type of imported product) to 31-50 dinars/kilo. The effect of this protective measure has been to increase the prices of imported poultry products by 40-50 percent.  Imported poultry products are no longer price competitive with domestic products. 

As of August 15, 2003 Montenegro is applying a new customs tariff code, harmonized with Serbia’s code.  A new tariff for poultry meat of 30 percent plus 1 percent as a customs registration fee is being assessed. Montenegro is not applying additional levies on imported poultry products. 

Serbian sales tax on all retail prices of most goods is 20 percent. In 2002 sales taxes were removed from fresh and frozen poultry meat, and eggs.  The sales tax is still charged on processed poultry products.  The government action exempting poultry meat and eggs from sales taxes was intended to reduce retail poultry and egg prices for local consumers. The effect of the exemption however, has been to reduce wholesales prices of domestic products. This means that the sales tax is paid only on poultry products that are mostly imported. Montenegro has a value added tax of 17 percent. The VAT in Montenegro is charged on all sales prices of poultry, products and eggs.
Marketing

Consumption of poultry meat, products and eggs continued to rise in 2003. Per capita poultry meat consumption increased to 8.5 kilograms, which is 6 percent higher than in 2002. Beef and pork remain traditional meats in the Serbian diet. Red meat consumption increased almost 10 percent in 2003 because of the record low prices due to over-supply.  Poultry meat consumption in Serbia and Montenegro --at 8.5 kg/per capita-- is still very low compared to EU consumption at 35 kg/capita annually or U.S. 54 kg/per capita annually.

With slightly larger average income of 200 USD/month, consumers are shifting from whole chickens to chicken leg quarters, de-boned breast meat, half-chickens, and frozen poultry products, such as burgers and fingers. With the new-presence of large foreign supermarket chains (Mercator and Super Vero) ready-to-cook/grill cuts of poultry meat are being introduced with good success. Supermarkets are also offering chicken and turkey burgers, fingers, nuggets and processed products. Turkey and chicken processed products are imported, from Germany, Holland, Spain, Slovenia and Hungary. Frozen poultry meat is offered by local and foreign companies and consumed more by urban consumers. Frozen, domestic poultry products (whole and cuts) are usually 10 percent cheaper than fresh poultry. Imported frozen poultry are 50 percent more expensive than domestic fresh poultry due to the recently imposed import taxes. 

Serbian and Montenegro consumers have been used to buying only fresh poultry meat (90 percent), and very few processed products and frozen poultry (10 percent). With the ongoing change in living standards, and urbanization of the Serbia-Montenegro culture, it is likely that more frozen poultry cuts (chicken leg quarters) ready for cooking/grilling will be demanded in the future. 
U.S. poultry products are largely unknown to Serbian consumers. Marketing opportunities likely exist for U.S. poultry leg quarters however, due to relatively low Serbian incomes.  But, domestic poultry products are marketed as “hormone, antibiotic and feed-additive free”.  Also, the availability of imported poultry products is currently limited to large towns and only through big supermarket chains that target higher-income consumers. Major competitors of U.S. poultry products would likely be Holland, Germany, Slovenia, Belgium and Hungary. All potential U.S. exporters of poultry meat to Serbia and Montenegro should contact FAS office Belgrade to receive news regarding acceptance of FSIS certification by the Serbia and Montenegro Veterinary Service.

Selected prices of poultry meat, processed products and eggs, September 2003

Domestic Item:                            Wholesale prices:               Supermarkets/open markets  

                                                                                                prices:

· broiler (fresh)                             130 din/kg                      139 din/kg      

· broiler (frozen)                           120 din/kg                      130 din/kg 

· breast, bone-in (fresh)
             195 din/kg
                   210 din/kg

· breast, deboned (fresh)               250 din/kg                      275 din/kg

· livers (fresh)                               206 din/kg                      230 din/kg

· leg quarters (fresh)                     191 din/kg                      200 din/kg

· wings (fresh)                              136 din/kg                      150 din/kg

· processed poultry breast             270 din/kg                      288 din/kg 

· eggs                                             3-4 din/dozen                 4.5-5 din/dozen

Imported Item                                Supermarket prices:

· broiler (frozen)
                       195 din/kg 

· processed poultry breast             560 din/kg

· chicken burgers                          400 din/kg

· chicken fingers                            500 din/kg

· chicken nuggets                          613 din/kg

Exchange rate: 1 USD = 60 dinars

Source: Wholesale private company from Belgrade

Consumption

Annual Consumption of Poultry Meat

	   Year                                      
	In MT

	2002
	70,000

	2003
	72,000

	2004
	75,000
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PSD Poultry Mea

		PSD Table

		Country		Serbia and Montenegro

		Commodity		Poultry, Meat, Total								(1000 MT)(MIL HEAD)

				2002		Revised		2003		Estimate		2004		Forecast		UOM

				USDA Official [Old]		Post Estimate [New]		USDA Official [Old]		Post Estimate [New]		USDA Official [Old]		Post Estimate [New]

		Market Year Begin				01/2002				01/2002				01/2002		MM/YYYY

		Inventory (Reference)		0		0		0		0		0		0		(MIL HEAD)

		Slaughter (Reference)		0		0		0		0		0		0		(MIL HEAD)

		Beginning Stocks		0		1		0		10		0		5		(1000 MT)

		Production		0		72		0		65		0		70		(1000 MT)

		Whole, Imports		0		0		0		0		0		0		(1000 MT)

		Parts, Imports		0		8		0		3		0		3		(1000 MT)

		Intra EC Imports		0		0		0		0		0		0		(1000 MT)

		Other Imports		0		0		0		0		0		0		(1000 MT)

		TOTAL Imports		0		8		0		3		0		3		(1000 MT)

		TOTAL SUPPLY		0		81		0		78		0		78		(1000 MT)

		Whole, Exports		0		0		0		0		0		0		(1000 MT)

		Parts, Exports		0		1		0		1		0		2		(1000 MT)

		Intra EC Exports		0		0		0		0		0		0		(1000 MT)

		Other Exports		0		0		0		0		0		0		(1000 MT)

		TOTAL Exports		0		1		0		1		0		2		(1000 MT)

		Human Consumption		0		70		0		72		0		73		(1000 MT)

		Other Use, Losses		0		0		0		0		0		0		(1000 MT)

		Total Dom. Consumption		0		70		0		72		0		73		(1000 MT)

		TOTAL Use		0		71		0		73		0		75		(1000 MT)

		Ending Stocks		0		10		0		5		0		3		(1000 MT)

		TOTAL DISTRIBUTION		0		81		0		78		0		78		(1000 MT)

		Calendar Yr. Imp. from U.S.		0		0		0		0		0		0		(1000 MT)





EM Poultry Meat

		Export Trade Matrix

		Country		Serbia and Montenegro

		Commodity		Poultry, Meat, Total

		Time Period		Jan-Dec		Units:

		Exports for:		2001				2002

		U.S.		0		U.S.		0

		Others		0		Others		0

		Macedonia		56						56		0

		Italy		10						10		0

		Bosnia		475						475		0

										0		0

										0		0

										0		0

										0		0

										0		0

										0		0

										0		0

		Total for Others		541				0

		Others not Listed

		Grand Total		541				0





IM Poultry Meat

		Import Trade Matrix

		Country		Serbia and Montenegro

		Commodity		Poultry, Meat, Total

		Time Period		Jan-Dec		Units:

		Imports for:		2001				2002

		U.S.		0		U.S.		31

		Others				Others

		Holland		2726		Holland		3150		2726		3150

		Slovenia		1029		Slovenia		849		1029		849

		Belgium		967		Belgium		835		967		835

		Germany		52		Germany		740		52		740

		Croatia		151		Croatia		220		151		220

		Hungary		507		Hungary		341		507		341

		Italy		259		Brasil		80		259		80

		Irland		19		Irland		19		19		19

		Macedonia		131		Denmark		130		131		130

		Greece		1157		Island		2		1157		2

		Total for Others		6998				6366

		Others not Listed

		Grand Total		6998				6366





Prices Poultry 

		Prices Table

		Country		Serbia and Montenegro

		Commodity		Poultry, Meat, Total

		Prices in		DIN		per uom		1 kilo

		Year		2001		2002		% Change

		Jan		115		120		4%

		Feb		119		117		-2%

		Mar		128		117		-9%

		Apr		136		115		-15%

		May		135		115		-15%

		Jun		134		110		-18%

		Jul		136		110		-19%

		Aug		142		120		-15%

		Sep		144		110		-24%

		Oct		145		105		-28%

		Nov		146		100		-32%

		Dec		147		100		-32%

		Exchange Rate		56/1		Local Currency/US $

		Date of Quote		10/23/03		MM/DD/YYYY





Codes

		Please do not change any values on this screen.

		Country		Serbia and Montenegro

		Commodities		0114000
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