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Foreword

Environmental Performance Reviews (EPRs) for countries in transition were initiated by Environment
Ministers at the second Ministerial Conference “Environment for Europe” held in Lucerne, Switzerland, in
1993. As a result, the UNECE Committee on Environmental Policy decided to make the EPRs a part of its
regular programme.

Ten years later, at the fifth Ministerial Conference “Environment for Europe” (Kiev, 2003), the Ministers
confirmed that the UNECE EPR Programme had made it possible to assess the effectiveness of the efforts of
countries with economies in transition to manage their environment. The Programme has addressed tailor-made
recommendations to the Governments concerned on improving environmental management to reduce their
pollution load, to better integrate environmental policies into sectoral policies, and to strengthen cooperation
with the international community. The Ministers also reaffirmed their support for the EPR Programme as an
important instrument for countries with economies in transition, and decided that the Programme should
proceed with a second cycle of reviews. This second round, while taking stock of the progress made since the
first review, puts particular emphasis on implementation, integration, financing and the socio-economic
interface with the environment.

Through the Peer Review process, EPRs also promote dialogue among UNECE member countries and
harmonization of environmental conditions and policies throughout the region. As a voluntary exercise, the
EPR is undertaken only at the request of the country concerned.

The studies are carried out by international teams of experts from the region working closely with national
experts from the reviewed country. The teams also benefit from close cooperation with other organizations in
the United Nations system, including the United Nations Development Programme, and with the Organisation
for Economic Co-operation and Development.

This is the second EPR of Serbia published by the UNECE. The report takes stock of the progress made by
Serbia in the management of its environment since the country was first reviewed in 2002, when the country
was part of Yugoslavia. While looking closely at the implementation of the recommendations of the first
review, the report also covers seven issues of importance to Serbia concerning policymaking, planning and
implementation, the financing of environmental policies and projects, and the integration of environmental
concerns into economic sectors, and the promotion of sustainable development. Issues receiving special
attention during the review included compliance and enforcement mechanisms, economic instruments and
environmental funds, and the integration of environmental concerns in energy and in water management.

I hope that this Review will be useful in supporting policymakers and representatives of civil society in their
efforts to improve environmental management and further promote sustainable development in Serbia, and that
the lessons learned from the Peer Review process will also benefit other countries of the UNECE region.

o

Marek Belka
Executive Secretary
Economic Commission for Europe






Preface

The second Environmental Performance Review (EPR) of Serbia began in May 2006 with a preparatory
mission, during which the final structure of the report was discussed and established. The team of international
experts included experts from the Czech Republic, Germany and Italy, and from the secretariats of the
European Environmental Agency and the United Nations Economic Commission for Europe (UNECE).

The review mission took place from 23 to 27 October 2006. The draft EPR report was submitted to Serbia for
comments in April 2007. In May 2007, the draft was submitted for consideration to the Ad Hoc Expert Group
on Environmental Performance. During this meeting, the Expert Group discussed the report in detail with
expert representatives of the Government of Serbia, focusing in particular on the conclusions and
recommendations made by the international experts.

The EPR report, with suggested amendments from the Expert Group, was then submitted for peer review to the
fourteenth session of the UNECE Committee on Environmental Policy on 29 May 2007. A high-level
delegation from Serbia participated in the peer review. The Committee adopted the recommendations as set out
in this report. The report will be translated into the national language with support from the United Nations
Development Programme Country Office in Belgrade.

The UNECE Committee on Environmental Policy and the UNECE review team would like to thank the
Government of Serbia and its experts who worked with the international experts and contributed their
knowledge and assistance. UNECE wishes the Government of Serbia further success in carrying out the tasks
involved in meeting its environmental objectives, including the implementation of the conclusions and
recommendations in this second review.

UNECE would also like to express its deep appreciation to the Governments of the Czech Republic, Estonia,
Germany, Italy and the Netherlands, as well as the European Environmental Agency and the United Nations
Development Programme, for their support to the Environmental Performance Review Programme and to this
review.
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Instrument for Pre-Accession Assistance
Integrated pollution prevention and control

Inter-Sectoral Working Group for Coordination of Humanitarian and Development Assistance

International Organization for Standardization
International Sava River Basin Commission
Yugoslav Standard

Kreditanstalt fiir Wiederautbau

Norwegian Association of Local and Regional Authorities
Large combustion plants

Local environmental action plan

Law on Environmental Protection

Maximum allowable concentration

Ministry of Agriculture, Forestry and Water Management
Millennium Development Goal

Multilateral environmental agreement

Ministry of International Economic Relations
Memorandum of Understanding

Ministry of Mining and Energy

Ministry of Health

Ministry of Science and Environmental Protection
North Atlantic Treaty Organisation

National Council for Biological Safety

National Council for Sustainable Development

Not elsewhere classified

National Environmental Protection Programme
National Environmental Strategy
Non-governmental organization

National Investment Plan

Nitrogen oxide(s)

National Strategy for Sustainable Development
Ozone-depleting substance(s)

Official Gazette

Organization for Security and Co-operation in Europe
Polycyclic aromatic hydrocarbon

Polychlorinated biphenyl

Population equivalent

Public enterprise

EU Poland and Hungary assistance for restructuring of the economy
Public Heath Institute

Prior informed consent

Particulate matter

Project Management Unit

Persistent organic pollutant

Poverty Reduction Strategy

Pollutant Release and Transfer Register

Public water company

Regional Environmental Center

Regional Environmental Reconstruction Programme
Republic of Serbia

Stabilization and Association Agreement
Stabilization and Association Process

Strategic environmental assessment

South-Eastern Europe

Serbian Energy Efficiency Agency

European Integration Office of the Government of Serbia
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SERIEE European System for the Collection of Economic Information on the Environment
SFRY Socialist Federal Republic of Yugoslavia

SIDA Swedish International Development Cooperation Agency
SKGO Standing Conference of Towns and Municipalities

SO, Sulphur dioxide

SRS Socialist Republic of Serbia

SUSM State Union of Serbia and Montenegro

UNCCD United Nations Convention to Combat Desertification
UNDP United Nations Development Programme

UNECE United Nations Economic Commission for Europe

UNEP United Nations Environmental Programme

UNESCO United Nations Educational, Scientific and Cultural Organization
UNFCCC United Nations Framework Convention on Climate Change
UNHCR United Nations High Commissioner for Refugees

UNICEF United Nations Children's Fund

UNIDO United Nations Industrial Development Organization
UNITAR United Nations Institute for Training and Research
UNMIK United Nations Interim Administration Mission in Kosovo
NUWTO United Nations World Tourism Organisation

USAID United States Agency for International Development

VOC Volatile organic compound

WEI Water Exploitation Index

WMO World Meteorological Organization

WTO World Trade Organization

WWTP Wastewater treatment plant
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SIGNS AND MEASURES

gigawatt-hour

hectare

kilogram

kilojoule

kilometre

kilogram oil equivalent
kilowatt-hour

litre

metre

megaton oil equivalent
megawatt

petajoule

parts per million
second

metric ton

terrajoule
terawatt-hour
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CURRENCY

Monetary unit: Serbian Dinar. (Abbreviation CSD)

Year
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006

Dinars / US$

1.55
4.74
5.13
5.91
10.03
11.66
63.17
67.67
58.98
54.64
57.94
72.22
59.98

Dinars / Euro

11.74
58.68
59.71
61.52
68.31
78.89
85.50
79.00

Source: National Bank of Serbia. January 2007.



EXECUTIVE SUMMARY

The first Environmental Performance Review (EPR) of Yugoslavia carried out in 2002 included the review of Serbia
as a constituent component of the country. In 2003, the Federation of Yugoslavia was restructured into a looser
federation, the State Union of Serbia and Montenegro, based on the equality of the two member States. In May
2006, these two States became fully independent, and Serbia has become a successor state of the State Union. The
second EPR, of Serbia was carried out in 2006 after Serbia gained its sovereignty. This second review intends to
measure the progress made by Serbia in managing its environment since the 2002 EPR, as well as in addressing
upcoming environmental challenges.

OVERALL CONTEXT

Since 2002, the overall economic context for the conduct of environmental policy has significantly improved, as has
the transition process toward market economy. Structural reforms, price stabilization and some privatization
have taken place. The gross domestic product (GDP) has roughly doubled since the 2002 EPR, but the revenues
have only benefited a few. Poverty remains a serious problem. This explains the position of the Government,
which still regulates prices for heating and electricity, coal, gas and oil, as well as tariffs for water services,
since 2005.

The growth in industrial activity has increased environmental pressures due to the obsolete, pollution-intensive
technology used in many parts of the industrial sector. The energy sector is a major polluter, as it burns
polluting fuels in obsolete equipment without abatement technology. The country’s highly diversified industry
releases a variety of pollutants. In several environmental hot spots, air and water pollution is high and notably
exceeds established standards. Serbia’s intensive agricultural production causes soil pollution and water
eutrophication problems. Humans also exert significant pressures on the environment, in particular through
domestic and transport activities. A result has been the decline of water resources quality in most parts of the
country. This is partly due to the poor state of environmental infrastructure regarding waste, water supply and
wastewater management and to more than a decade of limited spending on maintenance and rehabilitation in the
public and private sectors.

POLICYMAKING, PLANNING AND IMPLEMENTATION

The decision-making framework and its implementation

Serbia has managed to elaborate a complete new set of environmental legislation and strategies ... in spite of the
several restructurings of the State since the 2002 review. It has made a serious effort to approximate European
Union (EU) legislation on environment into the national legislation. A number of laws have been adopted, such
as the Law on Environmental Protection, the Law on Environmental Impact Assessment (EIA), the Law on
Strategic Environmental Assessment (SEA) and the Law on Integrated Pollution Prevention and Control
(IPPC); other laws, on waste, noise and biodiversity, are awaiting adoption by the National Assembly.
Significant progress in enacting corresponding secondary legislation has recently been achieved. In addition,
many strategies have been adopted since 2002. In 2006, a National Environment Strategy was approved by the
Government and is now awaiting the National Assembly’s decision. Serbia is also drafting other important
strategies, including on the sustainable use of natural resources and goods and on sustainable development.

... which now need to be implemented. The mechanisms to put this legislation and these policies into action are
lacking. Various guidelines have been drafted for guiding implementation, but the legislation is complicated,
fragmented and scattered, and lacks provisions for establishing binding instruments across sectors — ministries
each issue permits for their respective fields of competence, and integrated permits have not yet been
introduced. In addition, the only existing emission standards apply to air pollution, and these are different from
those of the EU. There is no strategy for approximation of EU legislation, which makes the introduction of new
laws complicated. Law enforcement is weak due to weak monitoring, gaps in standards, and low awareness of
and compliance with laws.
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The environment inspectorate, although not entrusted with the protection of all resources, is gaining strength. The
recent Law on IPPC will be implemented soon and inspectors will receive intensive training to acquire the
technical background and methodology necessary for performing their new tasks. Nevertheless, inspection
capacity is still insufficient at the local level, and the unclear sharing of inspection bodies’ competences
hampers the effectiveness of enforcement. This is the situation not only in the vertical coordination of
inspection bodies between state and local levels, but also between inspections under the supervision of different
ministries (e.g. environment, forestry, water). The inspection capacity for compliance monitoring and
assessment of self-monitoring by polluters needs to be raised in order to meet the tasks of forthcoming EU
harmonization (for example, the IPPC). As the police and the judiciary have an important role in the
enforcement process, they need also to be strengthened to make them able to impose effective sanctions.

The reinstatement in 2007 of the Ministry for Environmental Protection reflects a stronger will for protecting the
environment and provides a better mechanism and scope to deal with the sectoral ministries. Moreover, other
institutions have been significantly strengthened with the improved capacity of the central environmental
authorities, as evidenced by the establishment of a National Council for Sustainable Development in 2003 and
the creation of an Environmental Protection Agency (EPA) in 2004. Both new institutions, however, now need
to be endowed with more power and sufficient staff.

Nonetheless, integration of environmental policy with economic and other sectoral policies is in an early stage in
Serbia. Policymaking is still dominated by the planning of operations within sectors. Very few sectoral
ministries have a specific structure in place to cooperate with the Ministry of Environmental Protection (MEP),
and there are many political and institutional obstacles to this needed cooperation. For instance, because the
legislation does not define clear-cut sharing of competences, some ministries are simultaneously responsible for
the exploitation and the protection of natural resources (e.g. water, forests, mineral resources and land).
National policies are not sufficiently coordinated between one another, and inconsistencies between laws may
hamper their implementation. The role of the National Council for Sustainable Development should be
strengthened so that it can act effectively as a coordinating body for policy integration.

Information, public participation and education

In 2003, an Environment Protection Agency (EPA) was created. Its first main tasks were to establish an
environmental information system and to introduce integrated assessment and reporting. However,
communication with data suppliers at all levels — local and national, private and public, and between the
environment and other sectors — is difficult. As in other countries, monitoring is shared among several
institutions, and as a result, responsibilities overlap between institutions and communication among them is
unsatisfactory. Scattered environmental information often goes unreported, data are not harmonized, and
forming an overall picture of the environmental situation is not possible. An effective and solid network of
topic-related focal institutions, providing regular data flows of the environment related information to the
authorities and the public, is needed.

National environmental statistics are weak, Current statistical research is either based on outdated questionnaires
or unavailable. Cooperation with European statistical institutions (e.g. Eurostat) is lacking on environment.
Reporting on the state of the environment is still at a fairly low level, as the quality of environmental
information is questionable. Data flows have been improved by the establishment of the EPA, but many barriers
still exist, mostly due of undefined procedures and responsibilities. Moreover, long delays before the
information is disclosed to the public substantially decrease the information’s relevance.

Access to information and public participation in environmental decision-maRing has much improved. The 2006
Constitution and a number of new laws which entered into force in 2004—2005 stipulate that the administration
is obligated to disclose information and citizens the right to be informed about the state of the environment and
to participate in the decision-making process. The effectiveness of these measures, however, is yet to be
monitored. In 2005, the Ministry of Environmental Protection (MEP) set up a communication strategy with all
stakeholders interested in environmental protection. The MEP organizes regular meetings with NGOs and
consults them when programmes and regulations are in process. Access to justice on environmental matters is
less advanced, as Serbia has no special regulations for this. Serbia is not a Party to the Aarhus Convention on
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Access to Information, Public Participation in Decision-making and Access to Justice in Environmental
Matters.

The Parliament has proclaimed environmental education to be a priority for the couniry. Strategies have been
developed jointly between the ministries in charge of education and of environment. The formal education
system is currently being reformed to incorporate the environment and sustainable development into the
curriculum at all levels of education. A large number of related training programmes exist for teachers.
Environmental awareness among the general population in Serbia, however, is generally low.

International agreements and commitments

The Republic of Serbia is now fully sovereign to decide on its international cooperation in environment, a task which
had been the responsibility of the federal level until 2006. Except for the conventions which were ratified by
succession and the Danube River Protection Convention, ratified in 2003, due to the country’s the political
instability Serbia has not yet ratified the conventions recommended by the 2002 EPR. This is especially true for
the UNECE regional environmental conventions. The MEP is currently working towards the ratification of
several conventions, and has introduced by-law which will make their implementation possible (for instance,
the laws on EIA and SEA lay the groundwork for the Espoo Convention on Environmental Impact Assessment
in a Transboundary Context).

Serbia is working to approximate the EU acquis communautaire. This goal has been a major factor in the
modernization of the environmental legislation in recent years, notably with the adoption of basic
environmental laws such as on EIA, SEA and IPPC, which are fully in line with corresponding EU directives.
Some progress is also being made on noise, chemicals and genetically modified organisms. The next step is to
put in place appropriate by-laws, sophisticated mechanisms and tools, and specialized institutions to move on
the approximated legislation. Approximation of water legislation, however, is still lagging behind. The
environment and the water administrations are not capable of coping with the EU concepts and tasks, and need
assistance from abroad.

International assistance on environmental matters is scarce. This is not only the result of the still suspended
negotiations of the Stabilisation and Association Agreement with the EU. In fact, there is a lack both of
visibility regarding the environmental priorities of the country and of a comprehensive overview of the
environment-related projects. Projects developed at the local level are not concerted, and are not registered or
integrated into national priorities. Often projects are pursued only as long as foreign assistance is available, and
do not progress after this assistance ceases. In this context, donors remain quite reserved regarding further
assistance and support. The MEP does not have a project unit capable of providing a roadmap of current
environmental projects and future needs and priorities.

MOBILIZING FINANCIAL RESOURCES FOR THE ENVIRONMENT

Economic instruments

Economic instruments for environmental protection have improved little since the 2002 Review. Tariffs are still
significantly subsidized in the public sector. Although they have increased, water and electricity tariffs do not
fully cover service costs, nor have they reached a level sufficiently high to induce a reduction in consumption.
The problem is similar with charges on domestic heating, drinking water supply, and wastewater and domestic
waste, which are too low to work as incentives for reducing consumption. Before 2005, payment of emission
charges was not enforced. Currently, the “polluter pays” principle is applied to industry, but only to a limited
extent, as there is no political will to put constraints on the newly privatized industrial sector. Product charges
have yet not been introduced. Fines are low and sanctions are insignificant.

The challenge for the authorities is to find a balanced combination of regulatory and economic instruments for
reducing environmental pressures and to achieve a decoupling of pollution from the economic growth process. In
general, both economic and regulatory environmental instruments are still weak in Serbia. For instance, in spite
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of the expanding road traffic and related air pollution increase, there is no discriminating tax between leaded
and unleaded petrol, nor any plan to phase out leaded petrol. Not only is the level of taxes and charges too low,
but their coverage is limited. As currently designed, these instruments serve mainly for raising revenues, not for
changing behaviour. There is a significant lack of statistics for assessing the impact and efficiency of existing
traditional instruments. Therefore, it is difficult to adjust or redirect them.

The Environmental Fund has been operational since mid-2006. The amount from charges accruing to the new
Environmental Fund, dating from mid-2006, was about 0.02% of GDP. However, with the current narrow
coverage of charges, the Fund will never bring in a significant amount of money or support projects eligible for
financing, such as those on environmental protection, energy efficiency and renewable energy.

Environmental expenditures and their financing

In 2006, environmental expenditures amounted to 0.2% of the GD®, a figure which reflects public-sector
environmental expenditures only, as information from industrial sector is totally lacking. Sixty per cent of total
environmental protection expenditures in 2005 were made at the municipality level. Overall, spending on
environmental protection has been insufficient to date. The expenditures for covering the infrastructure cost that
will be triggered by the implementation of the recent laws on IPPC, waste, air protection and the still-to-be-
adopted National Environment Strategy (e.g. on wastewater and solid waste treatment facilities, recycling and
monitoring equipment, strengthening of public institutions) are estimated to be 0.6 per cent of GDP in 2007,
rising to 0.9 per cent in 2009 and 2.4 per cent in 2015. To cover these costs, domestic revenues for environment
need to grow significantly and the use of economic instruments needs to be applied to both industry and the
citizenry. Foreign financial assistance will also be needed.

There is no published information on the allocation of current environmental expenditures to the main environmental
sectors (waste, wastewater, pollution abatement, etc.). It is estimated that municipalities’ environmental
investment expenditures have on average accounted for a mere 1 per cent of their total environmental
expenditures in recent years, the rest being spent on operation and maintenance of old infrastructure. Launched
in mid-2006, the five-year National Investment Plan (NIP) provides for public investments of which some €20
million (about 1.2% of total) is allocated to environmental protection measures. Funds are being invested on the
underdeveloped waste management sector (€11.4 million), water supply and wastewater treatment (€4.9
million), and air pollution (€3.7 million). The main financing sources for the NIP are privatization revenues,
accumulated budget surplus from recent years, foreign loans and EU pre-accession funds. However, the
financing of the NIP beyond 2007 is not guaranteed.

Moreover, whether the funds are spent on the most pressing environmental priorities is questionable. In the water
sector, the spending of revenues from the various water charges is highly compartmentalized. Revenues in each
subsector are earmarked for expenditures in the same subsector, not on the most important priority. For
instance, more than 50 percent of the water charges are drawn from wastewater and are therefore spent on
wastewater infrastructure, whereas only 3.5 per cent are from drinking water charges. Thus, little is spent to
improve drinking water infrastructure even though drinking water quality is the key priority objective of the
water sector. At the local level, the persistently weak revenues of the municipalities responsible of public
environmental services and related environmental infrastructure have led to a deterioration of physical
infrastructure and a decline in the quality of services. It is therefore important to find ways to strengthen
municipalities’ capacities, to explore the scope for inter-municipal cooperation, and to involve the private sector
in investment projects. In this context, it is also important to increase the efficiency of providing utility services
by giving management sufficient independence in operational and financial matters.

INTEGRATION OF ENVIRONMENTAL CONCERNS IN ECONOMIC SECTORS, AND PROMOTION OF
SUSTAINABLE DEVELOPMENT

Water management for sustainable development

Water is abundant but not sufficiently protected in Serbia. Water quality has declined in all streams over the
territory, due in part to a worsening of the upstream water entering the country. There has been a lack of
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investment in water infrastructure since the early 1990s, which is particularly acute for water supply in rural
areas. The too-low water tariffs do not encourage citizens to reduce water use, and when water shortages occur,
new resources are exploited rather than conservation being encouraged. As for water quality, the infrastructure
in domestic wastewater treatment is insufficient, as it is for industrial discharges, and no wastewater treatment
plants have been built recently. Water monitoring, standards and permits are far from being approximated to the
EU practices. The legal constraints on water protection and sustainable use are too loose and not enforced.

International cooperation at regional [evel has been the key for progress in the management of water since the 2002
EPR. The ratification of the Danube River Protection Convention in 2003 has triggered two major initiatives,
one for managing flood risk and the other for transposing the EU Water Framework Directive as well as
directives on nitrates and urban wastewater. The Convention has further given Serbia access to financial
assistance from the Global Environment Facility fund to combate eutrophication of surface water. The focus is
being given to point pollution first, and to diffuse sources from agriculture second. So far, a combined approach
is still not envisaged. Since the huge floods of 2006, The United Nations Development Programme Country
Office in Belgrade has been helping Serbia to organize its institutions for disaster response and is coordinating
foreign financial and technical assistance offered by various donors.

The competent but understaffed Directorate on Water in charge of water management and protection is under the
responsibility of the Ministry of Agriculture, Forestry and Water Management (MAFWM). The MAFWM has it
own inspection body, and faces similar difficulties to these of the MEP regarding coordination with the local
level administration. Coordination between the Directorate on Water and the MEP is also a problem. There is
no proper water fund, although money collected from charges is spent on water financing. The budget line for
water management is not commensurate with the huge expenses that are to be spent to improve the water
situation, first and foremost on the supply of safe drinking water. The current organization of the institutions
does not match what is required in the EU Water Framework Directive, which Serbia has decided to follow.

Energy and environment

Production and use of energy is not efficient in Serbia. Electricity and heating production is mostly based on
obsolete technology and on the use of lignite and brown coal. Distribution losses are important and the use of
energy at residential and industrial locations is not efficient. Estimates show that only 75 per cent of gross
electricity production is available for final consumption, and that energy consumption could be reduced by
more than 50 per cent. Moreover, the energy sector is a significant polluter. The combustion of domestic low-
quality lignite and coal affects air, water and land quality. Today, the share of renewable energy is around 7 per
cent and will stay rather stable until 2015, with 32 per cent of electricity coming from hydropower.

Since the 2002 EPR, the legislation, strategies and institutions in the energy sector have been thoroughly overhauled.
Both an energy law and an energy strategy have entered into force, in 2004 and 2005 respectively. Although the
Energy Strategy contains only general remarks on the lessening of environmental pressures, Serbia has made
progress in integrating the environment into other energy sector policies and laws. In addition, an energy
efficiency agency was set up in 2005, with four related centres. Technical improvements of power plants were
achieved during the period 2001- 2006. In spite of the progress made in reducing dust emissions, however,
compliance with air emissions limits of the EU directives on combustion plants is planned for 2017 only, at a
cost of nearly €800 million.

Energy prices have significantly increased for electricity and heat since 2000; however, they are still below the cost
recovery level and low for the region. Households’ energy consumption remains very high and electricity and
heating expenditures are above the regional average. A block tariff system has been introduced for reducing
households’ electricity consumption while protecting vulnerable users. But the lack of individual metering
systems prevents the application of consumption-linked incentives for heat bills. Overall, more focus needs to
be devoted to energy efficiency and the development of renewable energy, and there are many administrative
barriers to developing and investing in new projects and a lack of incentives to encourage renewable energy.
Awareness campaigns should be organized to reduce energy consumption, demonstrate ecological benefits, and
spur the demand on renewable energy.
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The Law on ratification of the Kyoto Protocol is awaiting parliamentary approval. As a non-annex I party, Serbia
has started preparations for participating in the Clean Development Mechanism (CDM). Projects to reduce
electricity consumption may be quite attractive for foreign companies. Serbia is drafting an energy sector CDM
strategy with the support of Norway, and will establish a Designated National Authority by the end of 2007.
The rather complex licencing procedures for construction of energy production facilities may be an obstacle for
new projects under the CDM.



INTRODUCTION

1.1 Physical context

The Republic of Serbia' is located in South-Eastern
Europe in the heart of the Balkan Peninsula, and
covers the area of 88,361 km”. Within Serbia, there
are two autonomous provinces, Vojvodina (21,506
km?) in the north and Kosovo-Metohija (10,887, km?)
in the south. Serbia shares a border with eight
neighbouring countries: Albania (length of shared
border, 114 km), Bosnia and Herzegovina (border,
312 km), Bulgaria (border, 318 km), Croatia (border,
241 km), Hungary (border, 151 km), Montenegro
(border, 211 km), Romania (border, 476 km) and The
former Yugoslav Republic of Macedonia (border,
221 km).

The Danube River provides shipping access to inland
Europe and the Black Sea. The Danube, which runs
through Serbia for 588 km, is one of the main water
transport arteries of the European continent. It flows
into the country from Hungary, traverses the
Vojvodina Plain, and runs through the -capital,
Belgrade, before exiting the country through the
Balkan Mountains. Other major rivers in Serbia
include the Sava (206 km), the Drina (220 km), the
Tisa (168 km) and the Zapadna Morava (308 km).
The Velika Morava River (185 km), a Danube
tributary, flows through the mountainous southern
regions. The Danube River basin system covers most
of the country’s territory.

The country’s landscape is diverse, ranging from
plains to high mountains. The highest point in Serbia
is the Djaravica peak (height, 2,656 m) in the
Prokletija mountain range. Serbia has 15 other
mountain peaks higher than 2,000 metres. Vojvodina
in the north is mostly a rich fertile plain suitable for
agriculture (83.5% is in agricultural use), but it also
has mountains and hills in the south-east. Central
Serbia’s topography consists mainly of hills and low
and medium-high mountains interspersed with
numerous rivers and creeks. Kosovo-Metohija in the
south has a varied, primarily hilly landscape and is
surrounded with mountains intersected by canyons
and wide river valleys.

Serbia has a continental climate, with cold winters
and hot summers. The varied topography of the
Pannonian Plain, the mountain ranges and its
proximity of the Adriatic Sea shape the country’s

' Hereinafter “Republic of Serbia” and “Serbia” are used
interchangeably.

local climate. On the Pannonian Plain summers are
hot, with temperatures exceeding 30°C, and winters
are long and cold, with temperatures sometimes
falling below -20°C. The average July temperature in
Belgrade, in Central Serbia, is 21°C, while the
average January temperature is 0°C. In the
mountainous areas, the higher altitude moderates
summer temperatures and makes winters more
severe, with colder temperatures and heavy snowfall.

Figure 1.1: Land use in Serbia, 2006
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Source: Ministry of Science and Environmental Protection.
National Environmental Strategy 2006.

Serbia has excellent agricultural land, which is well
suited to intensive agricultural production (see Figure
I.1). About 85 per cent of the crop-producing land is
privately owned, and the agricultural sector is an
important part of economy; in 2002, it produced 19.2
per cent of the Gross Domestic Product (GDP). The
main crops are cereals (e.g. maize and wheat),
livestock fodder (e.g. alfalfa), and industrial crops
(e.g. sugar beets and tobacco).

Serbia is also rich in mineral resources. It was self-
sufficient with regard to coal before 1999 and has
large lead and antimony deposits. The country also
has some of Europe’s largest copper ore reserves.

1.2 Human context

Serbia’s total population is 7.5 million (2006) (See
Table 1.1). The Kosovo-Metohija territory, which has
been under the United Nations Interim
Administration Mission in Kosovo (UNMIK) since
1999, has a population of 1.9 million to 2.3 million
(2001/2002 estimates).

Serbia’s population is urban. The percentage of the
urban population rose from 52.3 per cent in 1999 to
58 per cent in 2003. The main cities include the
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capital, Belgrade (pop. 1,576,124); the commercial
centre, Novi Sad (pop. 299,294); the transport and
industrial centre, Ni§ (pop. 250,518); and the
manufacturing centre, Kragujevac (pop. 175,802).
Population estimates for PriStina in Kosovo-Metohija
vary from 200,000 (2002 estimate) to 262,686 (2006
estimate).

The Yugoslav wars in 1990 led to huge migrations of
people, either as refugees to the other former
Yugoslav republics or as internally displaced persons
(IDPs) within their own republic. According to the
United Nations High Commissioner for Refugees
(UNHCR), as of May 2005, the number of IDPs
living in Serbia (excluding Kosovo-Metohija) was
208,000. In addition to the IDPs, there are about
150,000 refugees living in Serbia, the majority of
whom are from Bosnia and Herzegovina and Croatia.

The official language is Serbian written in Cyrillic,
although Latin script is also widely used. In the areas
inhabited by ethnic minorities, the languages and
scripts of the minorities are in official use.

The demographic and health indices (see Table 1.1)
have stayed relatively constant since 1999. All
indicators except the mortality and infant mortality
rates have been very stable. The life expectancy
somewhat increased although the mortality rate rose
at the same time. The infant mortality rate has
decreased considerably — almost 30 per cent since
1999.

1.3 Economic context

The break-up of the State Union of Serbia and
Montenegro in June 2006 is a recent event, and
therefore the data available (see Table 1.2) may not
accurately reflect the situation in Serbia, which

makes it difficult to analyse the economic condition
of the country. Montenegro disconnected its
economy from Serbia’s in 2003, and therefore the
formal break-up of the State Union has probably had
little real impact on either economy.

Serbia’s GDP fell dramatically in the 1990s, and by
2000 the per capita GDP was about half of the 1989
level. Since 2000 the GDP has increased steadily, and
in 2006 it was nearly 30 per cent higher than in 2000.
The GDP growth for 2005 was 6.2 per cent.

The robust growth continued during the first six
months of 2006, when real GDP increased by 6.7 per
cent year on year. The expansion of the economy was
driven by service sectors; of these, the transport
sector grew fastest (in the second quarter it was up by
26.8 per cent compared to a year earlier), the
financial sector by 19.3 per cent, and wholesale and
retail trade by 7.5 per cent.

It also seems that the country’s industry is recovering
from the slump of the 1990s. The latest figures show
that the industry’s output expansion is driven by the
manufacturing sector, which grew 5.4 per cent from
2005 to 2006, while the industrial sector as a whole
grew 4.7 per cent during the same period.

Inflation as measured by the Consumer Price Index
(CPI) has fluctuated during the past few years. It rose
from 9.9 per cent in 2003 to 16.2 per cent in 2005,
but thereafter dropped to a reasonable 12.3 per cent
in 2006. The appreciation of the dinar, the drop in
international oil prices, and the National Bank’s
tighter monetary policy contributed to this positive
development. Reduced inflation has  been
accompanied by rising real net wages, which grew
over 10 per cent from July 2005 to July 2006.

Table 1.1: Demography and health indices, 2000-2006

2000 2001
Population (in millions) Serbia only 7,516.0  7,503.0
Birth rate (per 1,000) 9.8 10.5
Total fertility rate (Serbia and Montenegro) 1.5 1.6
Life expectancy at birth, in years 72.1 72.2
Life expectancy at birth, in years, male 69.6 69.6
Life expectancy at birth, in years, female 74.8 74.9
% of population aged 0-14 years 16.5 16.2
% of population aged 65+ years 16.1 16.4
Mortality rate (per 1,000) 13.8 13.2
Infant mortality rate (per 1,000) 10.6 10.2

Note: Data on Kosovo and Metohija are excluded.

2002 2003 2004 2005 2006
7,500.0 7,480.0 7,463.0 7,441.0 7,425.0
10.4 10.6 10.5 9.7
1.6 1.6 1.6 1.5
72.3 72.5 72.6 72.7
69.7 69.9 69.9 70.0
75.0 75.1 75.4 75.4
16.1 15.9 15.9 15.8 15.7
16.7 16.9 17.0 17.2 17.2
13.7 13.9 14.0 14.3
10.1 9.0 8.1 8.0

Sources: Statistical Office of the Republic of Serbia, except total fertility rate, which is from World Health Organization (WHO)

Health for All database (www.who.dk on 10.11.2006).
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Table 1.2: Selected economic indicators, 2000-2006

2000

GDP (% change over previous year) 4.5
GDP in current prices (million USS) 9,013
GDP in current prices (million EUR) 26431
GDP in current prices (million CSD) 397,656
GDP in constant 2002 prices (million CSD) 933,534
GDP per capita (US$ per capita) 1,199
CPI (% change over the preceding year, annual average) 79.6
PPI (% change over the preceding year, annual average) 102.6
Registered unemployment (% of labour force, end of period) 22
Current account balance (million USS)

" " (as %of GDP) .
Net FDI inflows (million US$) 50.0
Net FDI flows (as % of GDP) 0.6
Cunmulative FDI' (million US$) 50
Foreign exchange reserves  (million USS) 890
Total net external debt (million USS) -
Exports of goods and services (million US$) 1,558
TImports of goods and services (million US$) 3,330
Ratio of net debt to exports (%)
Ratio of net debt to GDP (%)
Exchange rates: annual averages (CSD/ USS$) .
Population (million) 7,516

2001 2002 2003 004 20057 2006

483 42 25 84 62 58"
10431 12,172 16124 20966 .

13,186 16,812 18,009 19724 21,108
783897 1,020,117 1171564 1431313 1,750,000 2,139,800"

978750 1,020,117 1,045570 1,133,651 1,204,065
1,390 1,623 2,155 2,809 - ;

933 166 99 11.4 162 123
87.7 8.8 46 9.1 142 144
232 253 27.8 259 26.8 27.1

2238 3329 26812

. - -11.8 -148 1122
165.0 4750 13600 9660 15500

16 39 84 46 ;

215 690 2,050 3,016 4,566 .
1,809 3,063 4436 5,147 6,541 12,636
1,721 2,075 2,755 3,523 4482 64287
4261 5614 7473 10,753 10461 131727
. . 481 404 3732 .

66.8 64.2 574 579 72 654
7,503 7,500 7,480 7,463 7,441 7,425

Sources: Statistical Office of the Republic of Serbia and Economist Intelligence Unit (EIU), Country Report of Serbia and Montenegro,

July 2006.
Notes:

1)UNECE's estimate, 2) IMF estimate, 3) Since 2006 trade with Montenegro included into Serbian total exports/imports,

4) Statistical Office of the Republic of Serbia estimate,

5) Full year Statistical Office of the Republic of Serbia estimate except when otherwise indicated.

In February 2006, the official unemployment rate
reached 33 per cent, the highest figure since the
collapse of Yugoslavia in 1991. However, if the
informal economy is taken into account the
unemployment figure is estimated to be much lower,
although still high — 18 per cent to 19 per cent. The
absolute number of unemployed has hovered around
1 million since March 2005. The rise in
unemployment, accompanied by a growing number
of unfilled vacancies (an increase of 17.7% between
January and April 2006), indicates that Serbia’s
labour market is having problems matching job
seekers with jobs.

1.4 Institutions

In 2003, the Federal Republic of Yugoslavia was
transformed into the State Union of Serbia and
Montenegro. The State Union came to an end on 3
June 2006, when, on the basis of a referendum, the
Parliament of Montenegro declared Montenegro
independent of the State Union. On 5 June 2006, the
National Assembly of Serbia declared Serbia
successor to the State Union. A new Constitution was

approved by referendum in autumn 2006, replacing
the Constitution of 1990.

The Republic of Serbia has three-layered
administrative and self-government structure. The
competencies of the different State functions are
divided between national, provincial and municipal
authorities. The national institutions have the normal
customary State competencies for the international
relations of the country, and are in charge of its
common defence, security and border controls.

The autonomous provinces have competencies on the
matters of provincial interest. These include urban
planning and development; agriculture; water
economy; forestry; hunting; fishery; tourism;
environmental protection; industry; road, river and
railway transportation and road repairs; education;
sport; culture; health care and social welfare; and
public information.

The municipalities are responsible for and regulate
municipal activities. The fields of activities are
essentially the same as on the provincial level but
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laws specify which level of government in each case
is responsible to take action.

Government system

Serbia is a democratic republic with a multi-party
parliamentary representative system. The government
system is based on the division of power into
legislative, executive and judiciary branches. The
relation between the three branches of power is based
on balance and mutual control. Legislative power is
shared between the Government and the National
Assembly. The judiciary is independent of the
executive and the legislative powers.

The President is elected by popular vote to a five-
year term and may serve no more than two terms.
The National Assembly is a unicameral legislature
with 250 deputies, who are elected by popular vote
for four-year terms. The Chairperson of the National
Assembly puts forward a candidate for Prime
Minister, who proposes his/her platform and
composition of the Government (see Table 1.3). After
debate, the National Assembly votes on the
acceptance of the Prime Minister and the
Government.

Administrative system

Out of Serbia’s three regions, Central Serbia is not an
administrative division and therefore has no regional
government of its own. The Autonomous Province of
Vojvodina has its own regional government. The
Autonomous Province of Kosovo-Metohija is
according to resolution 1244 of the UN Security
Council (1999) under the United Nations Interim
Administration Mission (UNMIK), and is not
covered in this Environmental Performance Review.
At the subregional level, Serbia is divided into
districts and municipalities. The districts (okruzi),
with various State institutions, are solely regional
State administration units without independent
budgets or elected assemblies. Serbia is divided into
29 districts, of which 17 are in Central Serbia, seven
in Vojvodina, and five in Kosovo-Metohija. The
capital, Belgrade, is a district of its own.

The country has 196 municipalities (120 in Central
Serbia, 46 in the autonomous province (of
Vojvodina, and 30 in autonomous province of
Kosovo-Metohija). Municipalities have presidents,
property, budgets and assemblies, which are elected
in local elections every four years. Municipalities
contain local communities (mesne zajednice), which
are managed by elected local councils (saveti).

Only a conglomeration of two or more urban
municipalities can have city status. Currently, there
are four cities which have their own assemblies and
budgets and are formed from several municipalities.
Belgrade has 17 municipalities, Kragujevac five, Ni§
five, and Novi Sad two.

Table 1.3: Ministries, May 2007

Ministry for Diaspora

Ministry for Kosovo-Metohija

Ministry of Agriculture, Forestry and Water Management
Ministry of Culture

Ministry of Defence

Ministry of Economy and Regional Development
Ministry of Education

Ministry of Energy and Mining

Ministry of Environmental Protection

Ministry of Finance

Ministry of Foreign Affairs

Ministry of Health

Ministry of Infrastructure

Ministry of Interior

Ministry of Justice

Ministry of Labour and Social Policy

Ministry of Public Administration and Local Self-Government
Ministry of Religion

Ministry of Science

Ministry of Telecommunications and Information Society
Ministry of Trade and Services

Ministry of Youth and Sports

Source: Serbian Government www.srbija.sr.gov.yu/ May 2007

State administration is performed by the ministries
and other public administration bodies. A particular
competence of the Republic can be delegated to the
autonomous provinces or to the local self-
government unit. Some powers may be delegated to
enterprises, institutions, organizations and individuals
or in some cases to specific bodies through which
they perform regulatory function in a particular field.

Autonomous provinces have a supreme body called
an assembly where the deputies of the province enact
statutes, decisions and general acts. Provinces have
direct revenues for financing their functions, and they
decide independently on their budgets and manage
the provincial assets.

Provinces may delegate particular matters within
their competence to local self-government units.
Resources to execute the delegated competences are
provided for by the State or the autonomous
province, depending on by whom the competences
were delegated.
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Local self-government units include municipalities,
towns, and the City of Belgrade. Local self-
government units have their own assemblies with
elected councillors. The municipality has
autonomous competencies to pass general acts, adopt
budgets, and manage the municipal assets, urban
development plans and municipal development
programmes within its competences. Affairs of a
local self-government unit are financed either from
the direct revenues of the local self-government unit,
or from the budget of Autonomous Province or the
State.

1.5 Impact of the economic sectors on the
environment

Energy

The energy sector is a major polluter in Serbia,
mainly because it uses polluting fuels (mostly
domestic lignite) and burns them using obsolete
equipment without abatement technology. In 2005,
Serbia produced 65.5 per cent of its electricity from
lignite-burning power plants, 33 per cent from
hydropower plants and 1.5 per cent from combined
and other plants. About 39 per cent of households in
Serbia use coal as their primary source of heat, while
33 per cent use electricity, 7 per cent wood, 7 per
cent natural gas and 14 per cent district heating.
Forty-five towns have district heating systems, which
are characterized by low efficiency and by production
and distribution losses exceeding 20 per cent of
production.

In general, the power-generating facilities produce
massive amounts of ash, which are dumped into
landfills. It is estimated that disposal sites in Serbia
contain about 170 million tons of ash, covering an
area of 1,800 ha.

Not only is the energy sector a significant polluter,
the energy produced is not used efficiently and
energy intensity is very high (see chapter 7 on Energy
and Environment). The transmission and distribution
losses are respectively 3.2% and 7 per cent.

Serbia also has a small oil production capacity and a
local oil processing industry. The total installed
processing capacity of oil refineries is about 7.8
million tons a year — 4.8 million tons in Panc¢evo and
3 million tons in Novi Sad. The NATO (North
Atlantic Treaty Organization) bombing campaign in
1999 hit the oil refineries hard, and they are still
operating at 84 per cent capacity only (at 6.6 million
tons total: 4.8 million tons in Pancevo and 1.8 million
tons in Novi Sad). The oil pipeline network is 420
km long.

Mining

Mining is concentrated in a few areas. Lignite is
mined from the Kolubara and Kostolac open-cast
mines. The low-calorific-value lignite’s sulphur
content varies from 0.5 per cent to 1.3 per cent, and
the known reserves are expected to last for 50 years
of exploitation. Copper mining is concentrated in the
Bor district. Copper is mined from underground and
open-cast mines. The copper content of the ore varies
from 0.35 per cent to 0.7 per cent.

The mining basins of Serbia are scarred by years of
intensive exploitation of their natural resources.
Open-cast mining of coal and copper has led to
significant soil degradation. Huge areas are covered
with tailings from mining activities. These landfills
are estimated to contain 1.4 to 1.7 billion tons of
tailings and topsoil, along with 700 million tons of
flotation and separation tailings.

About 40,000 ha of soil have been affected by the
open-cast mines and the tailings. Less than 20 per
cent of that area has been covered by natural
vegetation, which until now has constituted the only
landscaping of the affected areas. At one point, a
recultivation programme was implemented, and
approximately 1,800 ha were recultivated by the end
of 1991, but the programme was suspended in 1992.

Industry

Industry contributed 27.6 per cent of Serbia’s GDP in
2004. The country’s industrial sector is very
diversified and includes food processing and
beverages, chemicals and chemical products, metal
processing, oil derivatives, products of non-metallic
minerals, machines and devices, and electrical
devices and apparatus. The main industrial hot spots
are in the cities of Bor, Kragujeva, Pancevo and
Sabac.

Pollutants found in the environment include
dichloroethane, mercury and other heavy metals,
polychlorinated biphenyl (PCB) oils and petroleum
waste, and phenols. The levels of these pollutants
often exceed national and European Union (EU)
standards. Other environmental hot spots, created not
by industrial processes but by 1999 NATO bombing
campaign, which targeted industrial installations such
as chemical plants, power stations, and the oil
refineries situated in Pancevo and Novi Sad.

The impact of the industry on Serbia’s environment
is not clear. This is due to many concurrent
phenomena. The responsibilities of the authorities
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overseeing environmental protection are not always
well defined, and in some cases permits are issued by
the institutions in charge of enforcing environmental
protection. Industry does not have self-monitoring or
reporting, and some protection instruments (e.g.
emission permits for air pollution and wastewater
discharges) are lacking.

An information system for environmental protection
and a register of polluters are prescribed by law but
not implemented in practice. All this, combined with
an ineffective monitoring and reporting system, has
resulted in a lack of environmental data and therefore
a lack of information on the environmental pressure
from industry.

Agriculture

Serbia’s natural conditions favour intensive
agricultural production. The agricultural sector
employs almost 11 per cent of the population and
produces 19.2 per cent of the country’s GDP.
Agricultural production rose 0.9 per cent in 2006.

Fertilizer consumption decreased from 115 kg/ha in
1991 to 36 kg/ha in 2002, leading to a significant
reduction in the eutrophication of water bodies.
Current soil pollution and eutrophication problems
are mostly connected to effluents from livestock
farms.

The World Bank estimates that 29 per cent of the
country’s surface area and 52 per cent of agricultural
land are affected by poor drainage. Crop yields,
especially for field crops, would benefit from
drainage improvements, which have the potential to
increase the crop yield by an estimated 20 per cent to
30 per cent.

Other areas of the country, especially in Vojvodina,
have extensive irrigation systems. Vojvodina’s
economy is based on its 1.78 million ha of fertile
arable land. A half million ha (28%) of the land are
irrigated.

Some 1.57 million ha, especially in areas next to the
large rivers, are subject to flooding, which could
cause complete crop loss. Without attention to flood
protection, additional investments in irrigation and
drainage improvements in the areas prone to flooding
would be useless.

Transport

Within the past decade, Serbia has rapidly become

motorized. Currently, there are 2.4 million vehicles,
or around 250 vehicles per 1,000 inhabitants, but this
proportion is expected to double within a few years.
Serbia’s vehicle fleet is old and has a large number of
recently imported used cars. Ninety per cent of the
cars are over 10 years old, and one third of all
vehicles are more than 15 years old.

Only about one third of passenger cars and somewhat
more than half of all registered vehicles are equipped
with catalytic converters. This aged vehicle fleet has
a severe environmental impact through high exhaust
emissions and noise, not to mention the disposal of
used engine oil and obsolete cars.

Increasing road transport in general and urban
transport in particular are becoming a major source of
lead, soot, sodium dioxide (SO,), and nitrogen oxide
(NOx) emissions. The situation is aggravated by the
poor quality of automotive fuels. The lead and
sulphur content of fuel is much higher than in
Western Europe or in the other countries of South-
Eastern Europe (except for Montenegro). It is
estimated that some 70 per cent of marketed fuel does
not meet the established national standards.

A prohibition against importing used vehicles that are
older than six years was tightened in October 2004,
when the Government adopted a decree banning the
import of used vehicles that are older than three years
or do not comply with Euro 3 emission standards.
There are no plans to phase out leaded fuel or
introduce a vehicle control system to diminish
vehicle fleet emissions. However, the 2006 National
Environmental Strategy proposes the phasing out of
leaded fuel by 2010.

1.6 Environmental context
Water

Only 8 per cent of Serbia’s available water resources
originate in the country; the remaining 92 per cent is
transit water entering the country through the
Danube, Sava, Tisa and other watercourses.

In 2004, the total annual water abstraction for
household and industrial needs was 820 million m’.
Out of the total, 554 per cent came from
groundwater sources, 42 per cent from surface waters
like springs, watercourses and artificial reservoirs,
and 2.7 per cent from other public water supplies.
Serbia’s water exploitation index (WEI) in 2004 was
82 per cent, indicating an excessive use of freshwater

resources.
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A system of 153 public water distribution networks
provides water for 60 per cent of the population,
while the remaining inhabitants get their water from
private water supply systems (built, operated and
owned by communities) or from private wells. The
water supply system serves a high percentage of the
population, but distribution problems, mainly water
losses, cause trouble for consumers. According to the
most recent UNICEF data available 48 per cent of
surveyed households reported regular or temporary
interruptions in water supply.

There are three major problems linked to water
usage. Firstly, water losses are significant, i.e. 30 per
cent of the supplied water. Secondly, drinking water
treatment in many areas is inadequate and the quality
of drinking water is unsatisfactory. The Public Health
Institute reported that in 2005, 19 per cent of samples
taken from the public water supply system failed to
meet physical and chemical standards, while 6.5 per
cent did not meet bacteriological standards. Finally,
the use of groundwater for industrial processes is
very extensive. About 28 per cent of Vojvodina’s and
18 per cent of Central Serbia’s industrial water is
abstracted from groundwater aquifers.

The main origins of water pollution are discharges of
untreated industrial and municipal wastewater,
agricultural  run-off, discharges from waste
dumpsites, and pollution related to river navigation
and thermal power stations. The country’s industrial
wastewater discharge is concentrated in the Sava
River basin, which receives about 80 per cent of the
industrial emissions.

The water quality of the watercourses is generally
low and, according to the 2002 Water Master Plan
and the 2006 National Environmental Strategy
(NES), 1is deteriorating. Inadequate sewerage
infrastructure for wastewater collection and treatment
is the primary cause of water pollution. The sewerage
system covers 48 per cent of the country’s
population, but there are huge variations in coverage
among provinces as well as between the urban and
rural population.

Overall, 13 per cent of the total volume of municipal
wastewater is treated before discharge. Only 28
towns have wastewater treatment facilities. The
largest cities — Belgrade, Novi Sad and Ni§ —
discharge wastewater untreated into water bodies. In
addition, some facilities are abandoned, are not
functioning fully or provide only mechanical
treatment of wastewater. Currently there are no
tertiary wastewater treatment facilities in the country.

Air

The main sources of air pollution are the energy
sector (especially thermal power plants), the transport
sector (engine fuels), and industrial facilities. The
combustion of low-quality lignite with low calorific
value in the thermal power plants of Obrenovac,
Lazarevac and Kostolac produces large quantities of
fly ash, sulphur and nitrogen oxides. The emission
cleaning equipment of the power plants is inadequate
— electrostatic precipitators are in place, but there is
no desulphurization or denoxification equipment.
Lack of equipment, combined with inefficient
combustion and inadequate maintenance, causes high
emission levels.

Other major sources of air pollution include the oil
refineries in Pancevo and Novi Sad, the cement
factories in Popovac, Kosjeri¢c and Beocin, and
chemical plants and metallurgical complexes located
in Pancevo, Krusevac, Sabac and Smederevo. The
causes of pollution are similar to those of emissions
in the power sector: obsolete technologies, lack of
flue gas treatment or low efficiency of filters, low-
quality raw materials and low energy efficiency, and
inadequate operation and maintenance.

A combination of factors has led to increased
emissions. Low energy prices have led to
uneconomical, wasteful energy consumption and the
use of inefficient combustion technologies. The
unnecessarily high use of energy (see chapter 7) is
exacerbated by the inadequate maintenance of
industrial plants.The total annual damage resulting
from air pollution and greenhouse effects is valued at
an estimated €0.45 billion to €1.37 billion, or 1.8-5.5
per cent of the GDP.

Biodiversity

Serbia has three biomes: sub-Mediterranean, Middle
European and Pontian-Southsiberian. There are about
1,000 flora communities in Serbia, of which the
Balkan endemics make up 8.06 per cent (287 taxa)
and local endemics make up 1.5 per cent (59 species).
The number fauna species and their diversity are also
very large. About 600 flora and 500 fauna species are
endangered.

About 6.5 per cent (5,743 km®) of the total land area
of the country is protected. Serbia has five national
parks, 98 nature reserves, 16 landscape protected
areas, 296 nature monuments and 24 nature parks. In
addition, 215 plant species and 426 fauna species are
protected as natural rarities. Six areas — Labudovo
okno, Lidusko Lake, Obedska Bara, Pestersko polje,
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Stari Begej/Carska Bara and Slano Kopovo — with a
total area of 21,000 ha have Ramsar Convention on
Wetlands status, and the Golija-Studenica biosphere
reserve is included in the biosphere directory of the
UNESCO Convention concerning the Protection of
the World Cultural and Natural Heritage.

Forests

Forests and woodland cover 28 per cent of Serbia’s
land area (forests alone cover nearly 26%), and
current forestation is 50 per cent higher than at the
end of the Second World War (when it was 19.3%).
The country’s geographical position, climatic
diversity and habitat conditions create abundant
biodiversity in forests and enable the presence of
many different forest types and plants.

However, the economic potential of the forests is
limited. The age and structure of the growing stock
are unfavourable because over half of Serbia’s forests
(55%) are sprout or low-productive forests. In
addition, several other factors such as forest density,
percentage of forest cover, low wood mass and
insufficient health conditions make economic
exploitation difficult and decrease the forests’ CO,
absorption capacity.

The State owns slightly over 56 per cent of the
forests and the rest (44%) is under private ownership.
About 18 per cent of the total forest and woodland
area is under various protection regimes, but almost
all (90%) of the total protected area is state-owned,
and hence nearly 35 per cent of the State-owned
forests are under protection. About 48 per cent of all
State-owned forests are under a protection regime,
while the remainder are exploited.

Soil

Erosion is a major cause of soil degradation and is
estimated to affect up to 80 per cent of agricultural
soil in Serbia. In the central and hilly-mountainous
regions, erosion is mainly caused by water. Flat,
agricultural Vojvodina is affected by wind erosion:
85 per cent of agricultural soils are affected, with an
annual loss of over 0.9 tons of topsoil material per ha.
Exploitation of mineral resources by open-cast
mining is causing loss of soil, especially in the
Kostolac and Kolubara basins, where lignite is mined
from underneath the high-quality topsoil.

Waste

Average annual waste generation per capita is 290
kg. Households generate about 63 per cent of the
municipal waste and businesses about 20 per cent.
About 60-70 per cent of municipal solid waste (2.2
million tons annually) is collected. While collection
of municipal waste is organized in urban areas, it is
non-existent in rural areas, where part of the
generated waste is burned in backyards.

Landfills are the primary waste disposal method.
Municipal waste, including hazardous waste
generated by households, is usually disposed directly
to landfills. Serbia currently has 180 registered
landfills for municipal waste. These disposal sites
generally do not meet the technical requirements of
sanitary landfills. In addition to the registered
landfills, there are hundreds of illegal dumpsites of
various sizes in rural areas.

The uncontrolled burning of landfills causes harmful
emissions of particulate matter, dioxins and
polycyclic aromatic hydrocarbons (PAHs), while
biodegradable waste produces landfill gas containing
CO, and methane. The leachate from landfills
containing high organic and heavy metals loads are a
threat to the groundwater, surface waters and soil.

Although primary recycling is required by law, in
practice recycling is not happening. Exceptions
include the waste-sorting facility in Novi Sad and
recycling yards with designated containers for
collection of specific types of waste. The industrial
processing capacity for recyclables and recovered
materials is very limited. Serbia does not have waste
incineration plants, and waste is not used as an
alternative fuel.

There are no data on the volume of industrial
hazardous waste. It is estimated that 460,000 tons of
hazardous industrial and medical waste are generated
annually. Vojvodina has a specific problem with
waste from oil wells and pumps (the quantity is
estimated to be 600,000 m’). Serbia has neither
facilities for the treatment and disposal (destruction
or incineration) of hazardous waste nor proper
storage facilities, and therefore hazardous waste is
temporarily disposed of via inadequate storage
methods. The 2006 National Environmental Strategy
estimates that the total annual damage from
inadequate waste management amounts to between
€98 and €276 million or 0.4—1.1 per cent of the GDP.
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Map 1.1: Map of Serbia
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Chapter 1

LEGAL AND DECISION-MAKING FRAMEWORK

11 Institutional capacity for environmental
management

Since the first Environmental Performance Review
(EPR) in 2002, the institutional framework for
environmental protection has changed significantly in
the Republic of Serbia. These changes demonstrate
an effort to create institutions able to implement
obligations stemming from international, European
Union (EU) and national commitments. After the
split of the State Union of Serbia and Montenegro
(2006), the Republic of Serbia established an
institutional structure covering all levels of public
administration, including monitoring and research
institutes. However, the institutional framework for
environmental protection is not yet complete.

In 2003, the Ministry of Natural Resources and
Environmental Protection (MNREP) was established,
which is one of the recommendations of the first
EPR. The responsibilities in the field of water
protection were shared between the MNREP and the
Ministry for Agriculture and Water Management
(MAFWM). In 2004, the institutional framework was
modified and key environmental responsibilities were
divided between two ministries: the Ministry of
Science and Environmental Protection (MSEP) and
the MAFWM. In May 2007, a new Government was
put in place and the Ministry of Environmental
Protection (MEP) set up on the basis of the former
Directorate for Environmental Protection (DEP) of
the MSEP.

In September 2006, Serbia adopted its Constitution,
which proclaims that every citizen has the right to a
healthy environment and the right to timely and full
information about the state of the environment.
Everyone is accountable for the protection of the
environment, and is obliged to preserve and improve
it and to protect natural rarities and scientific, cultural
and historical heritage, as well as goods of public
interest.

National level

Until May 2007, within the MSEP the Directorate for
Environmental Protection (DEP) was entrusted with a
wide range of responsibilities identified in the Law
on Ministries (OG RS Nos. 19/2004 and 84/2004).

The main tasks of DEP were to ensure environmental
protection systems and the sustainable use of natural
resources (air, land, minerals, fish, flora and fauna
species), the conservation of nature, and the
identification and implementation of measures to
protect natural areas of significance to the country.
The new Ministry of Environmental Protection
(MEP) has inherited of the same tasks (see Box 1.1
and Figure 1.1 for the structure of the MEP).

The MAFWM also has some responsibility for the
management of natural resources. Some of its
directorates are competent to carry out activities
related to environment, such as the Directorate for
Forests, the Directorate for Plant Protection and the
Directorate for Water. The Directorate for Forests is
in charge of forestry policy and the development and
utilization of forests and game animals, and is
responsible for the implementation of measures for
the protection of forest and game animals and the
control of seeds and afforestation.

The Public Forest Enterprises (Public Enterprises: JP
Serbia Forests, JP Vojvodina Forests) are responsible
for the improvement and utilization of State-owned
forests (timber, recreation), the maintenance of forest
facilities, and the preparation of programmes and
projects for forest management. The Directorate for
Plant Protection is responsible for the control of
production, import, trade, storage and application of
plant protection agents.

The Directorate for Water is responsible for the
development of water management policy, rational
use of water resources, drinking water supply
(excluding distribution), flood protection, issuance of
permits for water abstraction and discharges, and
collection of charges for water use and for discharges
into water bodies. The Directorate is also entrusted of
water protection and rational consumption of waters,
monitoring and maintenance of national and
transboundary water flows, and other tasks defined
by the Law on Water. The public water management
enterprises Srbijavode and Vode Vojvodine were set
up to manage water resources, including water
catchments and water supply installations, in Central
Serbia and in the Autonomous Province of
Vojvodina, respectively.
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Box 1.1: Responsibilities of the Ministry of Environmental Protection

Preparation of strategic documents, plans and programmes

e Estimation of groundwater reserves and preparation of standards for geological maps

production, transport, storage and disposal
Transboundary pollution of air and water

Climate change and protection of the ozone layer
Early warning system against accidents

Protection from noise and vibration

underground water

substances, chemicals and radioactive materials

Protection from ionizing and non-ionizing radiation, chemical substances, waste and hazardous substances in

Control of transboundary waste movements and transboundary movements of protected flora and fauna
Environmental protection measures in the process of spatial planning and construction

International cooperation in environmental matters and nature protection

Preparation of programmes for basic geological investigations aimed at sustainable use of natural resources and

Nature conservation and identification of potential natural areas of significance for preservation of nature
Permitting relevant to the import, export and transit of waste and vulnerable wild flora and fauna, ozone-depleting

e Environmental and sustainable-development-related inspection

Other ministries with responsibilities relating to the
environment include the Ministry of Economy and
Regional Development (including industry), the
Ministry of Health (including enforcement of sanitary
regulations relevant to the environment), the Ministry
of Capital Investment' (including urban planning and
construction and utilisation permits and road, air, rail
and water traffic), and the Ministry of Energy and
Mining (including energy efficiency, approval for
extraction of mineral resources other than
underground water, and renewable energy sources).

The current division of environmental responsibilities
among all these institutions results in a number of
gaps, overlaps and insufficiencies that weaken
environmental protection and enforcement. For
instance, insufficient coordination between
environmental laws and other laws defining other
responsibilities of institutions at the national and
subnational levels causes significant unbalances and
overlaps. Of particular concern are the Law on Local
Self-government (OG RS No. 9/2002), the Law on
Water (OG RS No. 46/1991 and No. 54/1996), the
Law on Planning and Construction (OG RS No.
47/2003) and the Law on Establishing Certain
Competencies for the Autonomous Province of
Vojvodina (OG RS No. 6/2002).

The division of responsibilities relating to natural
resources between two ministries (the MEP and the
MAFWM) has impeded adequate coordination of
policies and actions. The 2004 Law on
Environmental Protection (OG RS No. 135/2004)
gives most competencies to the “ministry responsible
for environment” without further specifying its

" Since May 2007, the Ministry of Capital Investments is divided
into two new ministries: the Ministry of Infrastructure and the
Ministry of Telecommunication and Information Society.

relations with other sectors. Only sporadic provision
is made for cooperation at the horizontal level
(between ministries). The MEP, formerly the DEP,
has a limited ability to influence other national
policies and is understaffed. While its capacity to
develop legislation is strong, its capacity for policy
formulation and appraisal, for economic assessment,
and for conducting strategic environmental
assessment (SEA) and integrated pollution
prevention and control (IPPC) is limited. The lack of
staff and expertise prevent the MEP from being a
fully efficient national environmental protection
body. Consequently, its position in relation to
sectoral ministries is rather inferior. These issues are
obstacles to addressing fully the challenges of
environmental protection in Serbia or of
harmonization with the EU environmental acquis
(Box 1.2).

The measures for reforming and strengthening
environmental institutions which are proposed in the
2006 National Environmental Strategy (NES) aim at
a more realistic and efficient environmental policy, a
stronger and more balanced position for the ministry
responsible for environment in relation to other
ministries, the strengthening of the capacity of all
ministries to integrate environmental issues into
sectoral policies, and better implementation of the
EU environmental acquis.

The National Council for Sustainable Development
(NCSD) was established in 2003 to provide a forum
for discussion and consensus-building among
ministries and other stakeholders on issues related to
the environment and sustainable development. Its
objectives include ensuring horizontal coordination
between MEP and other government agencies and
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Box 1.2: Summary of main institutional weaknesses in environmental protection, 2007*

e Lack of horizontal coordination between the Ministry for Capital Investments-National Agency for Spatial Planning and
the MSEP-Directorate for Environmental Protection in the field of spatial and urban planning and construction.
e Lack of consistent integration of environmental considerations and requirements in the process of adoption of spatial

and urban plans and construction permitting.

Overlap of competencies between the Directorate for Water and the DEP in relation to water quality and water pollution.
e Potential conflict of responsibilities between the Directorate for Forests, which is performing forestry activities as an

economic sector, and the DEP, which is entrusted with the responsibility of protecting forest ecosystems.

Unclear responsibilities for protection of wild fauna in the context of hunting.

Inadequate and unclear division of competences between the Ministry of Mining and Energy and the DEP in the field of

geological research.

Insufficient institutional coordination and coverage of environmental monitoring activities.
Inadequate and insufficient professional staff at all levels of public administration, including environmental inspectorates
(especially for SEA, EIA, IPPC, monitoring, inspection activities).

e Educational institutions insufficiently prepared to train an adequate number of environmental experts.

* Situation prevailing before the governmental change of May 2007

addressing potential conflicts in policy formulation
and implementation. NCSD is also entrusted with
coordinating the preparation of the National Strategy
for Sustainable Development. It does not have a
permanent secretariat.

At first, in 2003 NCSD was placed under the
responsibility of the Ministry of Natural Resources
and Environmental Protection and did not meet or
operate in practice. To make it more effective, NCSD
was restructured in 2005. It is now chaired by the
Deputy Prime Minister and includes six ministers, the
President of the Serbian Academy of Sciences and
Arts and the Rector of the University of Belgrade. An
interim operating secretariat has been set up which is
working to further develop the National Strategy for
Sustainable Development. Although the members of
the NCSD would supposedly change when the new
Government is appointed after the parliamentary
elections of 2007, the implementation of NSSD in
Serbia would be carried out.

Autonomous province and local level

Under the existing laws, a number of environmental
competencies have been decentralised to the level of
the autonomous province or units of local
government.

In 2002, certain environmental responsibilities were
delegated to the Autonomous Province (AP) of
Vojvodina under the Law on Establishing Certain
Competencies for the Autonomous Province of
Vojvodina (OG RS No. 6/2002). The functions of the
Provincial Secretariat for Environmental Protection
and Sustainable Development include development
of environmental and sustainable development
programmes for Vojvodina and measures for their
implementation,  monitoring and information

systems; approval of environmental impact
assessments (EIAs); approval of environmental
protection programmes including agricultural land,
flora, fauna, forests and water protection; approval of
programmes on construction; approval of plans for
national parks in its territory; inspection services for
all environmental media except hazardous substances
and biodiversity; and other issues of interest for the
province, in line with the Law. The province is also
in charge of strategic environmental assessment of
plans and programmes and issuing of integrated
permits for facilities and activities in its territory.

However, institutional responsibilities for
environmental protection delegated to the AP of
Vojvodina are not always clear (e.g. concerning the
establishment of the provincial institute for nature
protection and of public enterprises for the
management of national parks). Competencies related
to EIA, inspection and monitoring are delegated to
the AP of Vojvodina by the national government.
The extent to which other competencies are delegated
to the AP of Vojvodina is less clear. The Law on
Establishing  Certain  Competencies for the
Autonomous Province of Vojvodina (OG RS No.
6/2002) states that “The AP regulates certain aspects
of the protection, development and upgrading of the
environment which are of interest for the AP”. This
means that the AP enacts regulations, but the
wording “of interest for the AP” is unclear.

Municipalities have responsibilities relating to urban
planning, environmental protection and improvement
of the environment, and public utilities. At the local
level, secretariats for environmental protection have
responsibilities for environmental management,
including air quality protection, protection from
noise, management of communal waste, urban
planning, and construction permits for facilities not
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covered by the national level. Strategic assessment of
plans and programmes, EIA and integrated permits
are also among their statutory tasks.

Other environmental institutions

The Environmental Protection Agency (EPA),
established in 2004, is an institute under the MEP. Its
main functions include:

e Developing, harmonizing and managing the
national environmental information system
(especially regarding the status of environmental
media) and developing a register of polluters;

e Collecting environmental data and reporting on
environmental conditions and environmental
policy implementation;

e Developing procedures for
assessing environmental data;

e Updating data on the Best Available Techniques
and practices to support IPPC; and

e Cooperating with and reporting to the European
Environmental Agency (EEA) and the European
Environment Information and Observation
Network (EIONET).

processing and

The EPA has only a small budget and staff. It has
been built on former institutional structures (e.g.
monitoring institutes, which will continue to perform
monitoring, collect and process data). Its limited
number of staff, 22 persons, does not enable the EPA
to fulfil all of its functions.

The Institute for Nature Protection, also under the
MEP, is responsible for protection of nature,
especially protection of protected areas, such as
parks, nature reserves, wild flora and fauna habitats,
and is also responsible for overseeing the use of these
natural resources.

1.2 Policies, strategies and plans

Since 2002, Serbia has made progress regarding the
elaboration and adoption of key strategic documents
concerning environmental protection.  Several
strategies have been adopted, and others are under
preparation (see Box 1.3).

The legal basis for strategic planning is provided by
the 2004 Law on Environmental Protection. The Law
calls for the elaboration of a national environmental
strategy.

The NES? drafted by the MSEP was adopted by the
Government in 2006 and will be submitted for
approval to the National Assembly. It lays down
fundamental principles of environmental protection
and sustainable development and defines the
priorities for the institutional framework: (a) full
integration of environmental policy into economic
and other sectoral policies; (b) strengthening of the
institutional ~ capacity for development and
enforcement of sectoral and environmental policy
and development of emergency response systems;
and (c) adequate addressing of environmental
liabilities in the privatization process on the basis of
the “polluter pays” principle.

The NES envisages short-term (2006-2010) and
medium-term (2011-2015) reforms in environmental
legislation and institutions. For legislation, the goal is
to develop a comprehensive legal environmental
system by adopting sectoral laws and implementing
legislation; to improve law enforcement monitoring;
and to increase the capacities of the judiciary system.
Legislation relevant to the environment should be
further revised and gradually harmonized with the
EU environmental acquis. Regarding institutional
reforms, the aim is to improve the horizontal
coordination of environmental policy and the
integration of environmental requirements into other
policies. To this aim, 16 specific environmental
action plans will be developed jointly by the ministry
responsible for environmental protection and
ministries in charge of the respective areas (See Box
1.4). Their preparation is under way.

The NES also recommends the creation of a strong
ministry of  environmental protection, the
strengthening of EPA, the strengthening of all
ministries’ capacity for integrating environmental
issues into sectoral policies, and the strengthening of
NCSD and the environmental inspection body. The
goals of the NES are based on identified gaps and
priorities, and aim to make the whole system more
consistent, more transparent and compliant with EU
requirements.

Serbia is also working on two other important
strategic documents: the National Strategy for
Sustainable Use of Natural Resources and Goods
(following the draft of the EU thematic strategy on
the management of natural resources) and the NSSD.

? The Law actually refers to a National Environmental Protection
Programme (NEPP). Since the programme’s nature and time
horizons are rather typical of documents called strategies, it is
referred to as the National Environmental Strategy in English and
in this text.



Figure 1.1: Structure of the Ministry of Environmental Protection
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Box 1.3: Sectoral strategies and other major policy documents adopted or initiated since 2002

Adopted:
National Strategy for Waste Management (2003)
Poverty Reduction Strategy (2003)

Water Resources Development Master Plan of Serbia 2002—2012 (2003)

Strategy for Development of Agriculture in Serbia (2005)

Energy Sector Development Strategy (2005)
Strategy for Development of Forestry (2006)

Study of Sustainable Development of Serbia’s Water Sector (2006)

Strategy for Development of Tourism (2006)

National Strategy for Economic Development of Serbia 2006—2012 (2006)

Strategy for Official Statistics (2006)
National Environmental Strategy (2006)

Still under preparation:
Fishery Strategy (draft ready)

National Strategy for Sustainable Development (in preparation phase)

Strategy for Sustainable Use of Natural Resources and Goods (in early phase of preparation)
Strategy for Biodiversity, Action Plan and National Report (in early phase of preparation)
Strategy for Introducing Cleaner Production in Serbia (in early phase of preparation)

The drafting of the National Strategy for Sustainable
Use of Natural Resources and Goods began in
summer 2006. The Strategy is being developed in a
participatory approach (seven working groups, each
dealing with one particular natural resource).

The MESP is coordinating the strategy-making
process. The responsibilities over natural resources
are spread over several institutions; this affects
strategy  formulation and consolidation. This
dispersion of responsibilities makes it difficult to
have a consistent approach to natural resources
management and protection and an adequate
interconnection with other ministries responsible for
the use of natural resources (e.g. the MAFWM and
the Ministry of Energy and Mining).

The NSSD is being drafted under the oversight of
NCSD at a time when a number of strategic
documents have already been adopted or are in an

advanced stage of preparation or even adoption.
Developing an ‘“umbrella” strategy in these
conditions is not easy, as this strategy should be in
line with and built upon the content of all sectoral
strategies, while the latter have not been developed or
harmonized through any consultative process. See
also chapter 3 for more details.

Integration of environmental policy with economic
and other sectoral policies is in an early stage in
Serbia. Policymaking is still dominated by planning
operations within the different sectors of activities,
resulting in little horizontal integration, and existing
sectoral policies are not sufficiently harmonized with
environmental protection.

Overall, many strategies have been adopted since
2002 or are awaiting adoption. However, competent
ministries currently lack the necessary institutional
structures and mechanisms to ensure their

Box 1.4: The 16 specific environmental action plans in the NES

Advancement of spatial planning and landscaping
Protection of soil

Protection of water

Protection of air and the atmosphere

Protection of forests

Protection of ecosystems

Protection of natural goods

Waste management

Chemicals management

Protection from ionizing and non-ionizing radiation
Protection from accidents

Protection from noise and vibrations

Sustainable energy management

Development of information systems
Development of scientific research and education

Development and application of economic instruments
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implementation, nor do they have any plans to
introduce these structures and mechanisms. This
problem is closely connected with the problems of
institutional framework described above, including
that of poor inter-ministerial cooperation, which led
to difficulties during the drafting of the NES and is
currently causing similar difficulties in the drafting of
the National Strategy for Sustainable Use of Natural
Resources and Goods and the National Strategy for
Sustainable Development.

In such circumstances, there is a risk that all
strategies and action plans will remain only paper
documents, without any real impact on practical
policy or the state of the environment. Coordination
of national policies is a crucial precondition for their
efficient implementation.

13 Legal framework
Environmental laws

Since 2002, Serbia has made significant progress in
developing environmental legislation. As was
recommended in the first EPR, a new legal
framework for environmental protection has been
created. In 2004, the following laws were enacted:
the Law on Environmental Protection (see Box 1.5);
the Law on Strategic Environmental Assessment
(SEA Law) (OG RS No. 135/2004); the Law on
Environmental Impact Assessment (EIA Law) (OG
RS No. 135/2004); and the Law on Integrated
Pollution Prevention and Control (Law on IPPC)
(OG RS No. 135/2004). They all approximate the
corresponding EU directives and introduce the
principles of these directives into the national
legislation. They also take into account the provisions
of the Espoo Convention on Environmental Impact
Assessment in Transboundary Context, and its
Protocol on Strategic Environmental Assessment.

According to the SEA Law, all national plans and
programmes as well as municipal spatial and land use
plans should undergo SEA. Public participation is
envisaged in all SEA stages. In order to strengthen
capacities for the implementation of the SEA Law,
seminars have been organized since 2005, in
particular directed towards local self-government
representatives, and guidelines have been elaborated.
A pilot project and guidance for implementing SEA
were finalized in February 2007 to give practical
instructions to the competent authorities at all levels
on decision-making for the preparation of
programmes and plans. Since the SEA Law has been
under implementation, SEA reports have mostly been
issued for spatial and urban plans. In 2005 and 2006,

the DEP has issued 11 opinions on decisions to
develop a SEA at the national level, two consents on
SEA reports, and 137 opinions on draft decisions to
implement SEA at the local level. The secretariat for
environmental protection of the City of Belgrade has
issued 83 SEA opinions on draft decisions on SEA
and four consents on SEA reports.

For the implementation of the EIA Law, a
Government Decree determines the list of projects for
which an impact assessment is mandatory and the list
of projects for which an impact assessment may be
required. Both lists are in accordance with Annex I of
the EU Directive 97/11 amending EU Council
Directive 337/85. Public participation is also
envisaged in all EIA stages. All subsidiary
regulations were adopted in 2005. The Directorate for
environmental protection prepared guidelines which
detail the EIA procedure and related obligations for
all participants. In average, 5 per cent of submitted
projects are turned down as a result of environmental
impact assessment, and 90 per cent of them are
amended. The Secretariat for environmental
protection of the City of Belgrade has considered 41
requests for EIA consent in 2005, and 116 in 2006.

The main by-laws for implementation of the Law on
IPPC have been adopted and full transposition of the
EU IPPC Directive will be achieved after adoption of
several regulations which are under preparation.
Guidelines for the implementation of the Law on
IPPC have been finalized and have to be published
by DEP.

Other environmental laws and regulations needed to
be changed to approximate the EU legislation, in
particular regarding the preservation of nature; the
introduction of genetically modified organisms; the
protection of air, water, land, soil, forests and
geological resources; the management of chemicals;
waste management; protection against ionizing and
non-ionizing radiation; and the management of noise
and vibrations.

In May 2006, the Government approved the
following new laws: the Law on Air Protection, the
Law on Waste Management, the Law on Non-
lonizing Radiation, the Law on Amendment to the
Law on Environmental Protection, and the Law on
Implementation of the Convention on the Prohibition
of the Development, Production, Stockpiling and Use
of Chemical Weapons and on their Destruction.
These are now awaiting adoption by the National
Assembly. Other draft legislation, such as the Law on
Nature Protection, the Law on Noise, Law on Fishery
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and Law on Amendment of the Law on Natural Parks,
is expected to be adopted by the Government in
2007. The Law on Chemicals Management, the Law
on Biocides, the Law on Nature Protection, the Law
on Noise, the Law on Packaging and Packaging
Waste, the Law on Geology, and the Law on
Protection and Improvement of Green Areas are in
the preparatory phase.

Measures for protection against hazardous substances
include bans and limitations regarding the production
and trade of ozone-depleting substances and products
containing such substances, and the export, import
and transit of waste. Handling of hazardous
substances is regulated in line with the requirements
of the EU Seveso |1 Directive 96/82/EC on industrial
accidents.

Public information and public participation in
decision-making have been introduced in line with
EU Directive 2003/35/EC on Public Participation.
Capacity-building for relevant organizations is
necessary in order to achieve full practical
implementation.

Currently, the emphasis is on the adoption of by-laws
based on the LEP regarding environmental quality
standards and emission standards to ensure
consistency with EU legislation. These cover
environmental management systems; environmental
labelling; import and export of ozone-depleting
substances or products containing them (if their trade
or use is not prohibited); import, export and transit of
waste;  handling of hazardous  substances;
environmental monitoring; information systems; the
register of polluters; and economic instruments.

The Law on Water (OG RS Nos. 46/1991, 53/1993,
67/1993, 48/1994 and 54/1996), which is currently
being implemented, covers water regimes, water

management areas, responsibilities for water
management  (including  issuance of  water
management legislation), water = management

activities, limitation of owners’ and beneficiaries’
rights, water cooperatives, financing of water
management activities, and administrative inspection
to enforce the Law.

The legislation provides for various water
management sub-laws regarding water resources
conditions, water resources compliance and water
resources permits. Until May 2007, these were issued
by the MAFWM for surface waters and the MSEP
(which was in charge of geological issues) for
underground water (see Chapter 6).

Environmental standards

Ambient standards for water and air are better
regulated and more frequently applied than emission
standards, but most of the existing ambient limit
values are not harmonized with the relevant EU
directives. Emission standards for air pollution have
been established but are not harmonized with the
relevant EU directives. The air emission limit values
regulate combustion plants, processing of mineral
raw materials, cement Kkilns, coke production,
metallurgy, inorganic chemistry, organic chemistry
and vehicles (cars, trucks and motorcycles). Emission
standards for wastewater discharges have not been
introduced. For certain products (petrol, diesel fuels
and emissions from vehicles), standards have been
introduced, but they are often different from EU
standards.

Environmental liability

The environmental liability of polluters for
environmental damage is regulated by the Law on
Environmental Protection (LEP) and in general by
the Law on Obligations. The principle of polluters'
liability and legal successors' liability is defined in
the LEP. Any legal or physical entity causing
environmental pollution by its illegal or improper
activities is liable for it, including in the case of
liquidation or bankruptcy.

Changes in the ownership of companies or other legal
entities or other changes in the ownership structure
shall include an assessment and allocation of liability
for environmental pollution, and settlement of the
debts of the ex-owner regarding pollution or damage
to the environment. The liability of polluters for past
environmental damage caused by privatized
companies is not fully regulated by the Law on
Privatization (OG RS No. 38/2001, 18/2003,
45/2005).

Implementation

The legal system has improved considerably since the
first EPR. However, the introduction of new
environmental legislation without a strategy for
approximation of EU legislation is becoming very
complicated. Annual Action Plans for the
harmonization of the legislation with the acquis
communautaire contain a large number of laws to be
prepared. An important number of implementing
regulations (more than 150 subsidiary laws) need to
be drafted in parallel with the draft laws. In a context
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Box 1.5: The Law on Environmental Protection (2004)

The Law covers the following areas:

e Criteria and conditions for sustainable management (use and protection) of natural resources and assets;
e Environmental protection of air, water, land, soil, forests, protected natural areas and national parks, and protection

against waste, ionizing radiation, noise and vibrations;

e Measures and conditions for environmental protection (prevention), in terms of national environmental programmes and
plans; spatial planning and construction; conditions for operation of facilities and installations; environmental quality
standards and emission standards (ambient and emission limit values); bans and limitations; environmental
management systems; standards for technologies, products, processes and services; and environmental labelling;

Remediation measures;

Economic instruments for environmental protection;
Liability for environmental pollution;

Supervision;

Penalties.

Systems for issuing environmental permits and approvals;

Protection measures against hazardous substances (production, transport and handling);
Environmental monitoring (monitoring and information systems);

Access to information and public participation in decision-making;

where human resources in the legislative sector are
limited and the legal framework is complex,
legislation is not easy to create, nor to apply and
enforce. Moreover, large parts of sectoral laws and
regulations are still not harmonized with EU
requirements (particularly those concerning emission
limits and quality standards, dangerous substances,
risk management, waste management, water
protection and noise). Although fines and charges
have been introduced according to legal provisions,
they are not high enough to be effective deterrents.

1.4 Mechanisms for
enforcement

compliance  and

Environmental permitting system

The key permitting procedures include land use
permits, construction permits (accompanied by the
EIA procedure), IPPC permits (after the EIA) and
operation permits. In addition, there are water use
permits and permits for the use of other natural
resources (fish, medicinal herbs, timber, game, etc).
There are no emission permits for air pollution or
wastewater discharges, although introduction of
effluent standard following the Urban Wastewater
Treatment Directive 91/271/EC has high priority.
The permit-issuing authorities are the respective
ministries, autonomous provinces, municipalities or
appointed institutions. Usually the same institutions
that issue permits also enforce them.

EIA is considered a key prevention instrument. It was
implemented in 1992 by the Regulation on EIA. The
procedure, which is harmonized with the relevant EU
EIA Directive 85/337/EEC, is laid down by the 2004
Law on Environmental Impact Assessment. Full
implementation of the law is ensured by adopted

relevant by-laws from 2005. The EIA is done before
the construction permit is granted. The EIA
procedure has three stages: screening, scoping and
approval. Each concludes with an administrative
decision. The full procedure takes about 260 days.

SEA is another prevention instrument. In 2005 and
2006, SEA was usually carried out in the context of
urban and spatial planning. For documents on a
higher hierarchy level, such as sectoral policies, the
SEA has not been fully implemented yet because the
MEP does not have the necessary capacity, although
it has competence to carry out SEAs on the policies
of other sectors. Currently, the inter-ministerial
consultation process is still limited to a formal
governmental consultation procedure in which each
ministry has to provide its opinion on draft laws,
strategies or programmes. As this procedure comes at
a very late stage in the process, it is usually too late
to make significant changes that would better reflect
environmental considerations. Aware of this problem
and conscious that it can be solved through the SEA
procedure, the MEP is considering the possibility of
using foreign assistance (for example, from the
Czech Republic) to develop SEA in practice.

The 2004 Law on IPPC establishes rules for issuing
integrated permits. All by-laws were adopted in
2005-2006, although they have not been fully
implemented yet. According to the legislation,
operators are obliged to ensure self-monitoring and to
submit the results to the competent permitting
authority (see chapter 2). The MEP carries out the
supervision over the implementation of this
legislation. It carries out inspections through the
environmental inspectors within the scope of
activities set forth by this Law (especially over the
installations and activities for which the permit is
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granted by the MEP). The Autonomous Province is
entrusted with the task of inspecting the installations
and activities for which the permit is granted by its
competent authority, as is the local self-government
with inspections over the installations and activities
for which the permit is granted by the competent
local self-government authorities.

The water permit defines the methods and conditions
for using and discharging water. It is granted by the
organ that has prior given the water use authorization.
The permit is given for a limited period of time, a
maximum of ten years. Approval for operating the
water facilities is also required, which may be
granted at the same time than the water permit.

The water permit is also requested for discharging
wastewater into natural (surface and underground)
and artificial water bodies, and into public sewerage
systems. Companies that discharge wastewater into
water bodies or public sewerage systems are
requested to install a measuring device, to measure
and register the amounts of wastewater, and to
submit the corresponding data to the public water
enterprises. The companies are also requested to
monitor water quality and assess their impact on the
recipient body. Hazardous substances in waters are
also measured. Wastewater quality is tested for each
discharge and before mixing wastewater with
recipient water. According to the Decree on water
classification, waters are classified by four quality
classes.

Environmental enforcement authorities

In 2003, the responsibilities of the State Union
environmental inspectorate on Borders were
transferred to the republic level. Today the Division
of Inspection Affairs of the MEP has three sections:
the Environmental Protection Inspectorate, the
Nature Inspectorate, and the Environmental
Protection Inspectorate on Borders. The Law on
Environmental Protection and specific laws on
environmental protection define the responsibilities
and rights of the inspectors. The Division organizes,
coordinates, guides and supervises the nine regional
inspectorates in Belgrade, Sabac, Uice, Kraljevo,
Kragujevac, Pozarevac, Vranje, Kikinda and Nis.

Also the national level, local self-governments and
the AP of Vojvodina perform inspection control for
activities regulated by environmental legislation. The
inspection activities are carried out by local
municipal inspectors, whose role is stipulated by the
Law on Local Self-government (OG RS No. 9/2002,
33/2004, 135/2004, 62/2006), the Law on

Establishing  Certain  Competencies for the
Autonomous Province of Vojvodina (OG RS No.
6/2002), and several other laws and regulations.

The Division’s specific responsibilities include
oversight of environmental activities and the issues
listed in Box 1.6.

In 2005, 6,967 inspections were performed and
152,439 controls on borders (export, import and
transit of protected species of wild fauna and flora,
ozone depleting substances, hazardous matters and
waste, poisons, and sources of ionizing radiation). On
the basis of those inspections, 677 proposals for
prosecuting minor offences were issued, 150
proposals for commercial offences and 10 proposals
for criminal prosecutions.

Environmental inspectors cannot impose fines
themselves, fines can be imposed only by courts.
Environmental inspectors can order and impose
provisional measures, including temporary bans, or
order to seize installations in case of clear danger to
human health and environment. They can also make
proposals to prosecutors to undertake a prosecution
by the court, but do not receive information as to
whether prosecution has been pursued. The court can
impose prison sentences for environmental crimes,
fines, and other punitive measures.

Environmental inspections are financed from an MEP
budget line. In 2006, about CSD 44 million (about
€522,000) was ecarmarked for the Division of
Inspection Affairs for technical utilities necessary to
carry out inspection activities.

The staffing of the Inspectorate has increased
compared to the year 2002. In 2002, there were about
45 inspectors at the national level and about 80 at the
provincial and local levels. In 2006, there were 88
environmental inspectors at the national level, 11 at
the provincial level, and 180 at the local level.

Also, in recent years the equipment has been
modernized and its capacity expanded (especially
with regard to mobile monitoring equipment,
computers and vehicles). Intensive training for
inspectors, including preparation of an inspector’s
handbook, and training in industrial processes, use of
monitoring equipment and techniques, data analysis
and the like, is being carried out.

Enforcement tools

According to Law on General Administrative
Procedure (OG FRY No. 33/1997 and 31/2001),
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citizens, organizations and other informal citizen’s
organization are entitled to participate in general
administrative procedure. The public body can set a
case in procedure by its own initiative and by the
initiative of individuals and organizations. Parties
have right to appeal on the first-degree verdict. A
second-degree  verdict is stipulated in the
administrative  procedure.  Parties can  start
administrative dispute against final verdict. A legal or
private person can bring civil lawsuit to court. The
legal bases for bringing charges are the Property Law
and provisions of the Civil Law, which determine
compensation for damage. Reports on the offence,
economic offence or crime (felony) can be submitted
by any legal or physical person harmed by this
violation to the judicial entity in charge. Apart from
these provisions that regulates access to
administrative and court procedures, other special
laws contain provisions on access to justice and on
the possibility of administrative complain from
organizations and private persons.

Provisions for civil appeal, administrative appeal and
appeal against offences and report of violation of law
are prescribed in following laws: the Law on
Environmental Protection, the Law on Environmental
Impact Assessment, Law on Integrated Pollution
Prevention Control, the Law on Prevention against
lonizing Radiation, the Law on Waste Management,
the Law on Geological Research and the Law on
Manufacture and Trade in Toxic Substances.

According to the Law on Environment Protection, the
Division of Inspection Affairs supervises the
enforcement of this law and of its regulations. The
instruments used by the inspectors are determined by
the Law on State Administration and special
environmental laws, and their most frequent forms
are fines and various kinds of authorizations. When
carrying out their activities, inspectors may
temporarily confiscate objects, goods or devices, for
which the use is not allowed, or which have been
used for illicit activities.

Administrative measures are defined in the
administrative procedure, in particular during
inspections, i.e. when a control of the application of
the legislation confirms that there is a violation of
regulations. The Law on State Administration defines
the rights and duties of inspectors. In the case of
violations inspectors can pass orders and prohibitions
within their own field of authority (see Box 1.6). For
instance, they can initiate suspension from execution,

and abolish or cancel regulations or other legal laws
if such laws are not in compliance with the
Constitution and legislation.

A violation is defined as an illegal act if according to
definitions given in the Law on Violations (OG RS
No. 101/2005). Violations may be proscribed by
laws, ordinances of the Government and municipal,
city or autonomous province decisions. They cover
activities of enterprises or other legal entities,
entrepreneurs and natural persons, as defined in the
Law and are sanctioned as a violation. Sanctions for
violations are prescribed in all environmental laws.

For violations, the following sanctions may be
prescribed: imprisonment up to 30 days, and
exceptionally for the offences endangering human
health and life up to 60 days; and fines ranging from
500 to 50,000 CSD for responsible persons; from
10,000 to 1 million CSD for legal entities, and from
5,000 to 500,000 CSD for entrepreneurs; or public
service or penalty points followed by the suspension
of a driver’s licence.

Commercial offences: Enterprises and other legal
entities cannot be held responsible for a criminal act,
and criminal procedure against them cannot apply.
Instead, legal entities can be held responsible for
economic crimes and sued through an economic-
punishable procedure.

According to the definition taken from the Law on
Economic Offences (OG SFRY Nos. 4/1977,
36/1977, 14/1985, 74/1987, 57/1989 and 3/1990, and
OG FRY No. 27/1992, 24/1994, 28/1996 and
64/2001), an economic crime is a socially harmful
violation of regulations on economic or financial
business which caused or may have caused serious
consequences, and which is qualified as a
commercial offence by the competent authority.

Commercial offences are proscribed by law and
ordinance of the Government. Commercial offences
regarding the environment are contained in the laws
regulating environmental protection — they define
activities performed by enterprises or other legal
entities which are contrary to legal provisions and
which are sanctioned as commercial offence.
Sanctions for commercial offences are prescribed by
all environmental laws. Commercial offences are
sanctioned by fines ranging from 150,000 to 3
million CSD for legal entities and from 30,000 to
200,000 CSD for responsible persons.
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Box 1.6: Responsibilities of the Division of Inspection Affairs of MEP

The Division oversees the following activities:

e Sustainable use and protection of natural resources and goods in compliance with strategic documents and conditions
and measures determined in accordance with the Law on Environmental Protection

parts

Import, export and transit of waste

Carrying out the environmental monitoring programme

Collection and introduction on the market of wild flora and fauna (at all stages of their development)
Import, export and transit of endangered and protected species of wild flora and fauna, and their developing forms and

Implementation of environmental protection measures and conditions in planning and construction
Application of standards for environmental quality and emissions

Implementation of requirements for operation and activation of installations

Meeting of environmental protection requirements using domestic or imported technologies or processes
Observance of prohibitions against producing and trading in certain products and performing certain activities
Import and export of substances depleting the ozone layer

Production, use, transport, trade, processing, storage and disposal of dangerous substances

Managing information systems on permits and inspections, and the integrated register of polluters

Criminal acts are strictly proscribed by law. Criminal
legislation includes primarily the 2005 Criminal
Code (OG RS No. 85/2005, 88/2005), which enables
other laws  containing  provisions  against
environmental crimes such as the Law on Customs
(OG RS No. 73/2003, 61/2005), the Law on
Protection against lonizing Radiation (OG FRY No.
46/1996), the Law on Prohibition to Build Nuclear
Power Plants (OG FRY No. 12/1995), the Law on
Mining (OG RS No. 44/1995 and 34/2006), and
others. The Criminal Code contains a special chapter
“Criminal acts against the Environment”, which
defines 18 environmental criminal acts. For these,
fines ranging from 10,000 to 1 million CSD, or up to
ten years imprisonment, are prescribed, and for
criminal acts with particularly serious consequences,
up to 12 years.

Other special laws with criminal provisions have not
been codified by the Criminal Code, for instance the
Law on Genetically Modified Organisms (OG FRY
No. 21/2001 and 101/2005), the Law on Production
and Circulation of Poisonous Substances (OG FRY
No. 15/1995, 28/1996, 37/2002), and the Law on
Water (OG RS No0.46/1991, 53/1993, 67/1993,
48/1994, 54/1996 and 101/2005).

Planning of inspection activities and
assessment of performance

The inspection authorities work according to
monthly, semi-annual and annual inspection plans.
Monthly reports are written concerning their work,
and the plans are reviewed based on results and on
assessment of priorities.

According to the 2005 Law on State Administration
(OG RS No. 79/2005), the Division of Inspection
Affairs has prepared guidelines for the content of

annual workplans and the content of inspection
reports as well as on procedures for submitting these
reports. These guidelines are to be implemented
starting on 1 January 2008.

However, enforcement of environmental protection
legislation in Serbia is weak and suffers from a few
serious drawbacks, particularly because of the weak
monitoring system, the lack of certain environmental
standards, and the generally low awareness of and
compliance with the law. The fines and charges
envisaged by legal provisions are not high enough to
be real deterrents.

The judiciary system is inefficient in imposing
sanctions for environmental offences. It usually takes
time for a court proceeding to result in a court order
and an adequate sanction. The sanctions are often not
imposed or are largely symbolic. Judges are not
adequately trained in environmental law, nor are
State prosecutors and police bodies. As there are no
data regarding the relation between lawsuits (both
administrative and criminal) and the sanctions
imposed, it is not possible to assess the effectiveness
of enforcement.

Another important factor influencing the level of
environmental enforcement is the insufficient
capacity of municipal-level environmental inspection
bodies. Although their numbers are sufficient,
inspectors lack adequate training and equipment to
carry out their duties properly and to guarantee
efficient law enforcement when supervising the
implementation of important IPPC and EIA decisions
at the local level.

For these reasons, the implementation of
environmental legislation after its adoption is weak;
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charges and sanctions envisaged by the Law on
Environmental Protection are not properly enforced.

15 Conclusions and recommendations

Since the first EPR in 2002, the institutional
framework for environmental protection has changed
significantly in Serbia. New institutions have been
created and have been entrusted with important tasks.

The Environmental Protection Agency established in
2004 is in charge of managing environmental
information so that it can become an instrument for
good governance and decision-making.

The EPA is very weak, with a small budget and staff,
and is dependent on cooperation with existing
institutional structures, which will continue to
monitor media and to collect and analyse data. To
become fully operational and fully address its
statutory tasks, the EPA needs to be expanded.

The National Council for Sustainable Development
established in 2003 is a forum for improving the
integration of environmental concerns into the other
sectors of economic activity. However, NCSD does
not have a permanent secretariat and so far has not
operated in practice.

In spite of the fact that it has recently been restored as
a full-fledged ministry of environmental protection,
the main problem is still the need to strengthen the
capacity of the MEP, to make it better able to
influence other sectoral ministries so as to address
fully the challenges of environmental protection in
Serbia. Moreover, the division of responsibility for
natural resources is not contributing to adequate
coordination of policy and actions.

Recommendation 1.1:
The Government should:

(a) Strengthen the newly established Ministry of
Environmental Protection and ensure that it
includes in its competences the protection of
natural resources, including water and forests;

(b) Introduce structural changes in all ministries and
authorities  responsible  for  integrating
environmental requirements into their respective
policies;

(c) Strengthen the position of the National Council
for Sustainable Development and make it
operational, and create a permanent secretariat
for its administrative and technical support; and

(d) Strengthen the Environment Protection Agency, to
enable it to ensure information systems
management as a basis for the strategic,
legislative, enforcement and decision-making
activities of environmental protection authorities.

Significant progress has been made towards
harmonizing the legal framework with the relevant
EU directives. In 2004, four new important laws were
enacted that are harmonized with the corresponding
directives: the Law on Environmental Protection, the
SEA Law, the EIA Law, and the Law on IPPC. They
approximate the 