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1. Introduction:  

1.1 Project Overview 

"Private Sector Development in the South 
Serbia"

,
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1.2 Market Approach
PSD project uses a market development approach

a set of common principles
Inclusive growth (and access):

Systemic action:

Sustainability:

Impact at scale:

Facilitation:
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The poor and their context

Specific market system(s)

Systemic 
constraints

Focus of inter-
vention(s)

Symptoms

Caus-

Level 1: Understand the profile of the target 
group and their wider context – including 
overall economic opportunities and key 
drivers of change

Level 2: Map out the specific market sys-
tem, its dynamics and the position of the 
target group – specifically how the market is 
failing to serve them currently

Level 3: Identify specific systemic con-
straints – the underlying causes of underper-
formance and opportunities and obstacles 
for achieving change

the project se-
lected three markets for further intervention: wood 
processing, forest plants and tourism

in-depth value 
chain analysis of the wood processing industry

some key intervention areas

3
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Market system focus: 

core function

rules

functions
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Although the PSD project focuses mainly on the above mentioned five municipalities, the market development 
approach that underlies the project rationale puts a strong emphasis on achieving impact beyond direct part-
ners and beneficiaries – ie pursues an active strategy of crowding-in other players. Furthermore, intervention 
partners might include lead firms or other regional/national public and private players that are not only impor-
tant change agents for the five municipalities, but whose influence goes beyond district boundaries. The 
project outreach is therefore expected to go beyond the five municipalities. 

1.3 Project focus
The PSD project focuses on five municipalities:
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Processing industry agriculture servic-
es

49%

31%

20%

Agriculture

Services

Procesing industry

The most important sectors in Pcinja and 
Jablanica district include wood 
processing ( number of employees ap-
proximately 10000-12000), leather indus-
try ( number of employees approximately 
800), milk and meat production ( number 
of employees approximately 10000), tex-
tile industry (number of employees ap-
proximately 3500), and forest plants 
(number of employees approximately 
5000). Tourism (number of employees 
approximately 3000) is seen to be a ser-
vice sector with good growth potential: 
natural environment, hot water springs, 
cultural and historic sites, as well as the 
fact that the two districts are located 
along the main transit route to Macedonia 
and Southern Balkan countries provide 
good preconditions for tourism. 
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The wood processing industry has been chosen by the PSD project as the immediate focus for development in-
terventions for the following reasons:

large number of different wood processing enterprises - 

possibility to increased production and export – 

good ground for raw material

good geographic position – 
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1) Relevance

-

-

-

-
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District Total 15-34 35-54 54+

Pcinja 
District

Jablanica 
District

At the end of 2009 in Pcinja district was 239 companies registered in wood industry and 281 in Jabla-
nica district. The number of registered companies increase from year to year, especially  since 2005, 
( Chart 3) thanks to state measures that stimulate the creation of new businesses and thus new jobs 
(over National Employment service grants, start up loans, the various programs of the National 
Agency for Regional Development...)
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2) Growth potential 

0

50

100

150

200

250

300

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Pcinja district

Jablanica



- 12 - 

3) Intervention potential
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39%

7%
2%

33%

19%

furniture

wood panels

windows and doors

sawn timber

rest

2.  End markets for the wood processing industry, trends and requirements

2.1 Main products and destination markets
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2.2  Export trends
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Subsector USD 2008/6 USD 2009

Forestry

Wood production 

Other wood prod-
ucts

2.3  Competition and comparative advantage

2.4 Market requirements and demand conditions 

2.5  Conclusion: Key determinants of competitiveness for the industry
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3.  The wood industry in Pcinja and Jablanica district: structure, performance and key chal-
lenges
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3.1 Basic value chain functions – structure of wood industry
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3.2 Main market channels
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3.3 Players and relationships along the value chain
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3.4 Value chain supporters and their performance
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3.5  Rules and regulations 
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7%
5%

10%

13%

9%

6%6%
7%

6%

4%
5%

5%
4%

3% 3%
8%

Forest stock ha

Pcinja
Jablanica
Raska
Zlatibor
Bor
Branicevo
Moravicki
Zajecar
Toplica
Nis
Rasina
Pirot
Pomoravs
Sumadijsk
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Pcinja district

19%

28%

26%

22%

5%
Production of lumber
structure

Furniture production

Production of other wood
products

Production of construction
joinery

Production of wood
packing material

Jablanica district

32%

19%

28%

19% 2%
Production of lumber
structure

Furniture production

Production of other wood
products

Production of construction
joinery

Production of wood
packing material
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3.6 Key challenges of the wood industry (symptoms of underperformance)

poor quality
low productivity and volume of produc-
tion
Costs of raw materials and threat of 
supply shortage
Costs of production 

Strengths Weakness

-
-
-
-
-
-

-
-
-
-
-
-
-
-
-
-

-
Opportunities / potential Treats

-
-
-
-

-
-
-
-
-

-
-

-
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4.  Underlying causes for poor performance

previous chapter

This chapter

4.1 Local design capacities – in this section we meet with following weaknesses:  
Lack of new design

Lack of appropriate knowledge and skills 

Lack of good research 

Comfortable safe zone
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4.2 Specialisation and joint ventures to improve quantity and quality - in this section we meet with 
following weaknesses:
Old technology

The organization of the production process

Standardization of wood products

Disconect between R+D and wood industry
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4.3 Skills - in this section we meet with following weaknesses:
Waste at work

Lack of certain skills

Price of raw materials and the risk of supply

4.4 Forest management and certification - in this section we meet with following weaknesses:
Reforestation 

4.5 Waste management and recycling - in this section we meet with following weaknesses:
Costs –

4.6 Administration - in this section we meet with following weaknesses:
Large administrative requirements
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5. Intervention areas and strategies

5.1 Overall vision and rationale for intervention
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5.2 Market access

quality
quantity

skills

business environment

systemic changes
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5.3 Quality

design

Standards

"good management practice"
protec-

tion of copyright
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5.4 Quantity specialization, cooperation and joint business ventures

specialization
waste materials
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5.5 Improving the training system for better skills



- 36 - 

5.6 Improvement of business environment

system caused by, interdependent functions

inclu-
sive development
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5.7 Gender equality and inclusion

women and youth

reasons 

We must not forget the fact, that the main objective of the project is: “Increasing employment and income 
for target groups that are outside the system, but not by their own will.” 
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quality

quantity

skills,

Considering all demands 
for the wood processing 
market improvement, in-
terpreted in the interven-
tion areas, we have 
found that the inclusion 
of women and youth is 
logically desirable and 
economically justified.

We can freely say that the Gender issue is not a part of the problem, but rather a part of the solution.
In order to support this process, the PSD team will moderate with all stakeholders. The intention is that the faci-
litation and M4P methodology meet the decision-makers at national level. In particular, it is necessary to include 
people who write the statutes and decide on the amount and manner of the distribution of subsidies. Inclusion 
of vulnerable groups in the market system is possible through the diversification of activities, and the expan-
sion of general requirements for the application and development of action plans and sub strategies that are 
"friendly" to these groups. All of this requires a permanent and interactive cooperation between the PSD and 
the project authority.
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Intervention areas

System changes

Industry changes

Income & employment
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6. Next steps
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