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Abstract - In this paper we explore disparities 

among different geographies and their 

comparison with the European level in order to 

point out the further regional development 

planning. The case explored is Serbia, as a 

country which has just been confirmed the 

candidate process first step fulfilment. The 

regional disparities from the international 

perspective dealing with national gaps versus 

regional disparities, comparison of regional 

disparities in EU perspective, and the position of 

Serbian regions in EU perspective is based on the 

main indicators available for Serbia on regional  

NUTS 2 level that are compatible with data on EU 

and other European countries. Comparison is 

done through a set of selected indicators that 

characterize socio-economic picture of Serbia. 

Indicators were selected on the basis of 

theoretical relevance and availability at the 

national and sub-national levels, as well as on the 

basis of the Focus groups’ work and field 

research under the Regional Plan preparation. The 

analysis used the datasets of the Statistical office 

of the Republic of Serbia and EUROSTAT. 

 

Index Terms: Regional development, Disparities, 

competency, Competitiveness  

JEL Classification: R11, R15. B10, D61, H23, H70 

1. INTRODUCTION 

Nowadays regional competitiveness is seen 

as one of the key factors that determine the 

socio-economic development of regions. The 

competitiveness of a region resides both in the 

competitiveness of its constituent individual firms 

and their interactions and in the wider assets 

and social, economic, institutional and public 

attributes of the region itself. The sources of 

regional competitiveness may originate at a 

variety of geographical scales, from the local,  
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through regional, to national and even 

international. At the same time, there is no 

natural, pre-defined “regional” unit at which 

issues of competitiveness are best theorized or 

analyzed. Cohesion Policy is the EU’s main 

instrument for pursuing harmonious 

development across the Union. It is based on a 

broad vision, which encompasses not just the 

economic development of lagging regions and 

support for vulnerable social groups, but also 

environmental sustainability and respect for the 

territorial and cultural features of different parts 

of the EU. This breadth of vision is reflected in 

the variety of programs, projects and partners 

that are supported under the policy. In terms of 

the regional economy, the funding provided by 

Cohesion Policy over the period 2000–2006 

created some 1 million jobs in enterprises across 

the EU, as well as perhaps adding net effect of 

raising the level of GDP in the EU as a whole.  

As various studies indicate, this tended to boost 

the trade and exports of net contributor 

countries, which helped to offset their 

contribution to funding the policy.  

EU enlargement was another factor driving 

decentralization. On account of the link to 

accession negotiations and the basic starting 

conditions of democratic and economic 

transition, EU Policy demands directed at the 

Central and Eastern European countries to an 

important extent included requirements to 

change national political, administrative and 

judicial structures [19]. The adoption of the 

“acquis communautaire” as a precondition for 

accession, EU conditionality and 

“Europeanisation” supported democratic 

consolidation, the building of institutional 

structures and expertise and encouraged the 

process of regionalization and decentralisation. 

In particular, in the countries concerned, 

regional-development policy is argued to have 

contributed significantly to regionalization. The 

degree of decentralization however varies 

between Member States [2,3,10,4,5]. In this 

regard, it should also be mentioned that the 

subsidiarity principle (i.e. that EU actions should 

be handled at the lowest, competent 
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administrative level) contributed, and 

contributes, to the greater involvement (and, in 

many cases, to the creation) of sub-national 

authorities, working in partnership with the 

Commission, in the programming and 

implementation of EU financial interventions at 

the regional level. Decentralized levels of 

government should instead concentrate on 

providing those public goods and services for 

which consumption patterns differ across 

regions. Tailoring the supply of those goods and 

services to local preferences can increase 

economic welfare as compared with centralized 

and undifferentiated provision. The above 

principle is summarized in the “Oates theorem” 

[12], which lies at the root of the theory of fiscal 

federalism. The theorem contends that functional 

decentralization gives rise to higher social 

welfare when the national communities (regions 

or constituencies) have different preferences 

with respect to the provision of a specific public 

good or service. The theory is subject to a set of 

constraints, namely an absence of returns to 

scale or spill overs, the lack of perfect 

information on the part of the central government 

which could otherwise discriminate among 

regions, and that preferences differ among 

regions but are homogeneous within regions. 

The “Oates theorem” and the Musgravian 

tripartition of government functions enable the 

traditional fiscal theory to allocate competences 

and taxes between levels of government. 

However all authors agree that this allocation 

only provides a “general guideline rather than a 

fixed principle” [12], and that there can be a 

scope for sub-national governments to carry out 

some forms of macro stabilization as well as 

some redistribution activity. Once the allocation 

of general functions and its guiding principles are 

established, the second step of the theory is to 

focus on the specific activities to be carried out 

and to determine the corresponding public goods 

and services which can be assigned to the 

different levels of government. In some cases 

there is a high degree of uncertainty regarding 

this allocation, as functions considered as local 

in some countries can be considered central in 

others. This uncertainty is one of the reasons for 

the variety of patterns of central and sub-national 

provisions in respect of the same goods and 

services. For example, health and education 

may be considered local if local preferences 

differ across regions; on the other hand, a 

national government may prefer a common 

standard provision of these services for a 

number of valid reasons – as a way of 

enhancing social cohesion and unity across the 

country or of ensuring that minimum standards 

are met. Finding a solution to such problems is 

particularly difficult since they rely on making 

choices which are influenced by political and 

social considerations as well as economic. 

Serbia, as a candidate country, is very important 

to the European Commission and EIB support 

measures through initiatives such as JEREMIE, 

JASMINE, JASPERS and JESSICA are, as well 

as the support in training of around 10 million 

people a year, with a strong focus on young 

people, the long-term unemployed and the low 

skilled. Through various local development 

initiatives, Cohesion Policy has a strong track 

record of cross-border co-operation, 

regenerating deprived urban neighborhoods, and 

improving access to services in rural areas. In 

terms of policy management, strong and sound 

administration at national, regional and local 

levels is important for the success and lasting 

effect of Cohesion Policy. The perspectives 

reveal striking regional disparities from 

differences in productivity to infant mortality rates 

and they show that the vulnerability to climate 

change is very important as the field for further 

improvement. Many of these disparities have 

shrunk over the past decade, some quite quickly, 

but overall there remains a wide gap between 

the less developed and the highly developed EU 

regions. Although some of these regional 

disparities will never (completely) disappear, 

many of them are inefficient, unfair and 

unsustainable. To achieve real progress towards 

the goals of smart, green and inclusive growth, 

these regional disparities have to be reduced. 

Disparities are evident in the regional 

development principles implementation in 

Serbia, as well as inside of the Serbian territory.   

Disparities may be long-lasting, destabilizing 

parts of a country, entire nations and even some 

regions of the world. Regional inequality is a 

salient feature of most countries, whether 

developed or developing, and the trend of 

disparity is either stable or increasing. Some of 

the widest regional gaps exist in affluent 

countries. In developing countries, intra-national 

development disparities are often even more 

alarming, since not all parts of a country may be 

suitable for accessing world markets. These are 

the reasons that the research of this paper 

focuses on regional disparities, with the case of 



 
 

Serbia as the country in accession process to 

EU, and the comparison of the level of regional 

development gaps. There is the expectation that 

Serbia’s integration with the EU will help reduce 

regional disparities, bearing in mind that 40% of 

the EU budget is targeted at reducing disparities 

in the EU. When Serbia is granted candidate 

status, funding available to the country from the 

EU budget will increase by some 30% because 

the part of the budget, which is still inaccessible, 

will become available. These funds range 

around €70 million which Serbia could spend on 

reducing the disparities. It is good that the 

Government of Serbia has taken concrete steps 

to develop a policy aimed at creating a more 

balanced regional development through the 

National Plan for Regional Development, which 

would represent a 10-year regional development 

plan for Serbia. Since 2000 the EU has invested 

€325 million into local self-government programs 

through direct investments, while some €2 billion 

was invested through grants.  

2. LITERATURE REVIEW 

The regional development and spatial 

implications of globalization and the 

corresponding re-regionalization (or re- 

agglomeration) belong to the core issues of 

economic geography and regional economics 

today [1]. The number of regional economists, 

which support the idea that regional production 

clusters enjoy greater significance in 

international competition, has increased in the 

past several years [18,13,14]. The importance of 

the ‘region’ increases despite or owing to 

globalization especially for small and medium-

sized enterprises (SMEs). These businesses 

with strong ties to their respective regions 

operate under the increasing influence of their 

surroundings (especially by small enterprises), 

which facilitates their development of existential 

innovations [13]. Spatial factors (like supply of 

qualified employees as well as research, transfer 

and consulting facilities), the market and 

competitive position, branch-specific technology 

trends and cooperative ventures, as well as 

research and technology policy count as the 

most important elements of business 

environment [14]. The regional environment is 

important for a variety of reasons with regard to 

business, product and regional development 

(even more important than in the era of 

Fordism). Therefore, even in this period of 

globalization intraregional innovative linkages 

retain an existential importance for most 

businesses in most regions. At the same time 

the globalization of markets and production 

increases the necessity for all participants in 

innovation and the region as a whole of 

improved networking. On the other hand, the 

enlargement process is a source of evident 

factors of stress either already present or 

emerging from the extrapolation of the present 

model of economic/territorial growth, like  

regional disparities in economic growth 

capability. Theoretical explanations of regional 

disparities are based on the growth theory or the 

new economic geography. According to the 

growth theory, in the early stages of economic 

development, regional inequality tends to rise as 

growth occurs in discrete locales, but later on 

inequalities will decline as equilibrating forces 

such as better infrastructure, technological 

diffusion, decreasing returns to capital in richer 

and high-wage areas, diseconomies of 

agglomeration etc. become stronger. A different 

view has been proposed more recently within the 

context of the new economic geography school 

and endogenous growth, which argue that 

increasing returns will scale and thus 

advantages of agglomeration of capital and 

knowledge will tend to perpetuate, or even 

increase, spatial inequalities.  

Few regional econometric models as the 

basis of forecasting exercises have been 

developed, either replicating national 

macroeconomic models, or through complex 

systems of equations for each region that are 

linked to both the national aggregate economy 

and to the other regional economies through 

input-output technical coefficients that determine 

intra- and inter-regional trade and output. Very 

interesting is a new regional forecasting model, 

labelled MASST (macroeconomic, sectorial, 

social and territorial), and built on a modern 

conceptualization of regional growth. In MASST, 

regional growth is conceived as a competitive, 

endogenous and cumulative process in which 

social and spatial elements play an important 

role: local resource endowments and increasing 

returns in the form of agglomeration economies 

and spatial growth spill overs perform an 

important role in the explanation of regional 

growth differentials. MASST is generative in 

nature, since local factors matter, but it is also a 

model that considers a second family of 

development factors, these being 

macroeconomic and national [6,7].  This 



 
 

structure of the model gives rise to the possibility 

of producing an efficient interactive national-

regional approach, combining top-down and 

bottom-up approaches. 

Competency Model Framework. The 

Regional Economic Development Institute, within 

the Division of Economic and Workforce 

Development at Los Angeles Trade-Technical 

College, utilizes the competency model 

framework when conducting industry and 

occupation profiling activities competency 

models identify the knowledge, skills, and 

abilities necessary to successfully perform 

critical work functions in an industry or 

occupation.  The Structure of RMCS, Regional 

Model Competency Standards, has the following 

three primary components: 

1. Industry Descriptor and Coverage 

2. Primary Functions 

3. Units are structured with four 

subcomponents:  Performance Criteria, 

Evidence requirements, Critical Skills and 

Essential Knowledge  

Each preface to an RMCS should have the 

Industry Descriptor and Coverage statement and  

 

outline the major Functions also briefly 

described, followed by a diagram to make this 

information clear. Shown diagrammatically below 

is the simple structure that illustrates the 

relationship between the components. The  

Primary Functions would be shown as illustrated  

and the detailed Units would follow in the RMCS 

in the same order as the Functions. An important 

feature of RMCS is that they cover a whole 

industry in this broad, functional structure and 

not by identifying discrete occupations or job 

roles. This is because the regional model 

standards cannot accommodate every possible 

combination of skills that would make up all the 

recognized occupations in various countries. 

Traditional trade roles and the different stages of 

development across the region mean that 

defined occupations are not easily compared 

between countries. In addition many countries 

have developed levels within their trades or 

national occupations and linked these to local 

qualifications. But the RMCS accommodates 

multiple combinations of the units in the model 

standards to suit any local occupational 

outcome. This is illustrated as follows (Figure 1): 

 

 

 
 
  Figure 1: Competency Model (regional Model competency)  

  Source: The Regional Economic Development Institute, LA [20] 

 

This shows that units can be selected as 

appropriate from within or across any Primary 

Function of an RMCS and combined to describe 

the skills needed in any specific occupation. Not 

only can this approach be used so regional 

model standards can help to design local 

qualifications in any country, but it also allows for 

easy comparison to another country’s 

qualifications by using RMCS units as skill 

benchmarks. This is particularly valuable when 

assessing the required skills of migrant workers 

with unfamiliar qualifications. Each industry 

RMCS should give examples of how the units in 

the Primary Functions can be combined into 

common occupational roles.  

Knowledge should always be put in a context: 



 
 

Descriptions of knowledge and understanding 

can be incorporated throughout RMCS 

Performance  Criteria, Evidence requirements, 

Critical Skills and Essential Knowledge and 

Range Statement;  

Competency is holistic, integrating skills, 

knowledge and their practical application. When 

assessment is undertaken, knowledge can 

provide evidence to infer competency, in addition 

to evidence from direct performance;  

Only knowledge which is related to the 

required actual workplace performance 

outcomes should be included in RMCS. 

RMCS must avoid the inclusion of knowledge 

requirements which are unconnected to work 

application or simply a pre-requisite for 

undertaking formal training at the next level. 

However, provisions should be made for 

including and/or linking broader areas of 

knowledge which underpin a particular group of 

units in an RMCS standard.  

3. METHODOLOGICAL CLARIFICATION 

Regional data collection is based on 

Regulation No 2223/1996. Eurostat has been 

collecting gross value added data from national 

statistical institutes as from reference year 1995. 

The deadline for data transmission is T + 24 

months, i.e. the data for 2007 were due for 

transmission to Eurostat on 31 December 2009. 

Once per year Eurostat estimates and publishes 

an official set of regional GDP data for all EU 

Member States. 

Data revisions: Data as from 1995 have been 

revised since the Eurostat news release 23/2009 

of 19 February 2009. The same data are used 

for the Eurostat news release 25/2010 of 18 

February 2010 and cover all regions of the EU-

27.  

Nomenclature of territorial units (NUTS): the 

Nomenclature of Territorial Units for Statistics 

(NUTS) has been used since 1988 in EU 

legislation. The data presented in this publication 

is based on NUTS 2006 (Regulation No 

105/2007 of 1 February 2007, OJ L 39, 10 

February 2007 and Regulation No 176/2008, OJ 

L 61, 5 March 2008). EU-27: European Union of 

27 Member States from 1 January 2007: 

Belgium (BE), Bulgaria (BG), the Czech 

Republic (CZ), Denmark (DK), Germany (DE), 

Estonia (EE), Ireland (IE), Greece (EL), Spain 

(ES), France (FR), Italy (IT), Cyprus (CY), Latvia 

(LV), Lithuania (LT), Luxembourg (LU), Hungary 

(HU), Malta (MT), the Netherlands (NL), Austria 

(AT), Poland (PL), Portugal (PT), Romania (RO), 

Slovenia (SI), Slovakia (SK), Finland (FI), 

Sweden (SE) and the United Kingdom (UK). 

Harmonized estimation procedure: At NUTS 

level 2 there are 271 regions in EU-27. National 

GDP data are compiled by the national statistical 

offices in accordance with the rules of the 

European System of Economic Accounts 

(ESA95). These national figures are then 

distributed across the regions on the basis of the 

regional structure of gross value added. Extra-

Regio value added is distributed in proportion to 

the regions of the country in question. Gross 

value added is recorded at basic prices. 

Conversion to Purchasing Power Standards is 

done on the basis of national Purchasing Power 

Parities. 

Interpreting the figures: GDP and, therefore, 

GDP per inhabitant, are indicators of country’s or 

region’s economic activity and are thus suited for 

measuring and comparing the degree of 

economic development of countries or regions. It 

should be borne in mind that GDP is not 

equivalent to the income ultimately available to 

private households in a given country or region. 

Commuter flows make the comparison among 

countries, and in particular among regions, on 

the basis of per inhabitant values of GDP more 

difficult. Well known examples are Inner London, 

Luxembourg, Brussels, Hamburg, Prague and 

Bratislava. The net daily commuter inflow of 

persons in such regions increases the 

production to a level that the resident 

economically active population alone could not 

achieve. 

Dispersion of regional per inhabitant GDP: 

Since 2007, Eurostat has been calculating a 

new, derived indicator which records the 

differences between regional per inhabitant GDP 

and the national average and makes them 

comparable between countries. This dispersion 

indicator is available at NUTS 2 and at NUTS 3 

levels. The figures used by Eurostat are based 

on GDP in purchasing power standards (PPS). 

For a given country, the dispersion D of the 

regional GDP of the level 2 regions is defined as 

the sum of the absolute differences between 

regional and national GDP per inhabitant, 

weighted on the basis of the regional share of 

population and expressed as a percentage of the 

national GDP per inhabitant: 
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In the above equation: 

yi is the regional GDP per inhabitant of region i 

Y is the national average GDP per inhabitant 

pi is the population of region i 

P is the population of the country 

n is the number of regions in the country. 

The value of the dispersion of GDP per 

inhabitant is zero if the values of regional GDP 

per inhabitant are identical in all regions of the 

country or economic area (such as the EU-27 or 

the euro area), and it will show, all other things 

being equal, an increase if the differences in per 

inhabitant GDP between the regions increase. A 

value of 30% therefore means that the GDP of 

all regions of a given country, weighted on the 

basis of the regional population, differs from the 

national value by an average of 30%. 

4. RESULTS - REGIONAL DISPARITIES 

IN THE EU 

Convergence between regions in the EU-15 

Member States was strong up to the mid-1990s, 

but the process since then has slowed down. 

From 1980 to 1996, there was clear narrowing of 

disparities, the coefficient of variation falling from 

33 to 29. Since 1996, it has remained between 

29 and 30. Measures of disparities do not 

capture the movement in individual regions. 

Looking in detail at these shows that 

convergence is still taking place in the EU-15. In 

almost half of the regions with a GDP per head 

below 60% of the EU-15 average in 1995, GDP 

per head had increased above the threshold by 

2007. In one in three regions with a GDP per 

head between 60% and 75% of the EU-15 

average in 1995, GDP per head had risen above 

75% by 2007. This shows that while the 

convergence has already taken place for regions 

with a GDP per head above 75% of the EU-15 

average, the process continues for those with a 

GDP per head below 75%. This tendency, 

however, is not captured by dispersion indices 

as both the number of regions with lower levels 

of GDP per head and their weight is relatively 

small country in 2000 widened further. In the EU-

15, the difference in GDP per head between the 

capital city region and the rest of the country was 

much smaller in 2000 and in most cases the 

difference narrowed between 2000 and 2007. 

In the EU-15, the difference between the 

capital city region and the second metropolitan 

region (ESPON 2013 study on Secondary 

Growth Poles) tends to be small. In 9 Member 

States, the second city region has a higher GDP 

per head than the capital. Moreover, 

employment rates are not necessarily higher in 

metropolitan regions: in France, Germany and 

the UK, they are higher elsewhere. In the EU-12, 

the situation is more extreme and the differences 

between the capital city region and the other 

metropolitan regions are much larger. These 

differences are partly due to a less favorable 

business environment outside the capital city 

region. Accessibility, IT usage, transport 

infrastructure and the level of education all tend 

to be significantly lower outside the capital city 

region. Employment rates in the capital city 

region are also typically much higher than 

elsewhere. These large discrepancies limit the 

possibility of rapid dispersion of economic 

growth, which may in turn reduce aggregate 

economic growth. The tendency in the EU-12 is 

to concentrate public investment in the capital 

city region. 

The regions with the highest per inhabitant 

GDP are in southern Germany, in the south of 

the UK, in northern Italy and in Belgium, 

Luxembourg, the Netherlands, Austria, Ireland 

and Scandinavia. The capital regions Madrid, 

Paris, Prague and Bratislava also fall into this 

category. The weaker regions are concentrated 

at the southern, south-western and south-

eastern periphery of the Union, in eastern 

Germany and the new Member States. Within 

the EU-27, per inhabitant GDP ranges from 26 

% of the EU-27 average (6,400 PPS) in 

Northwest in Bulgaria to 334 % (83,200 PPS) in 

the capital region of Inner London in the UK. The 

factor between the two ends of the distribution is 

therefore 13.1:1. Luxembourg at 275 % (68,500 

PPS) and Brussels at 221 % (55,000 PPS) are in 

positions 2 and 3, followed by Hamburg at 192 

% (47,800 PPS) and Prague at 172 % (42 800 

PPS) in positions 4 and 5. Prague (Czech 

Republic) thus remains by an increasing margin 

the region with the highest per inhabitant GDP in 

the new Member States; Bratislavský Kraj 

(Slovakia) follows with 160 % (39,900 PPS) and 

ranks 12th out of the 271 NUTS level 2 regions 

in the EU-27. However, these two regions must 

be regarded as exceptions among the regions of 

the new Member States, since the next most 

prosperous regions in the new Member States 



 
 

are a long way behind: Zahodna Slovenija 

(Slovenia) at 107 % (26,600 PPS) in 94th place, 

Közép-Magyarország (Hungary) at 103 % 

(25,600 PPS) in 111th place and Cyprus at 94 % 

(23,300 PPS) in 146th place. With the exception 

of four other regions (București–Ilfov in Romania, 

Mazowieckie in Poland, Malta and Střední 

Čechy in the Czech Republic), all other regions 

of the new Member States have a per inhabitant 

GDP in PPS of less than 75 % of the EU-27 

average. 

4.1 REGIONAL DISPARITIES IN SERBIAN  

      DEVELOPMENT  CONTEXT 

The size (severity) of regional disparities in 

Serbia is often emphasized in policy and 

analytical documents and this attitude could 

have significant implications for policy decisions 

and actions. The verification of this statement 

(confirming or rejecting) is only possible through 

international comparison. The regional  

 

disparities from the international perspective 

dealing with national gaps versus regional 

disparities, comparison of regional disparities in 

EU perspective, and the position of the Serbian 

regions in EU perspective are further given in 

this section of the paper. The international 

comparison is based on the main indicators 

available for Serbia on regional NUTS 2 (level 

that is compatible with data on EU and other 

European countries) [15]. Establishing the 

position of Serbia in an EU context in the macro 

region (Europe) in this paper, authors try to 

address further questions:  

What are the national gaps compared to 

European countries and are they higher or lower 

compared to the regional disparities at NUTS 2 

level; How the regional differentiation could be 

assessed in international comparison on the 

basis of key indicators; and What is the position 

of the individual Serbian NUTS 2 regions within 

EU regions on key development indicators. More 

detailed results are given in the Table 1. 

 
Table 1 Comparison of Republic of Serbia with European countries 

Indicator NUTS 2 

maximum 

ratio 

EU/Serbia Serbia (EU 

27 =100) 

Provisional 

rank in EU 

27 

Rank within 

all 

European 

countries 

Out of 

(number of 

countries) 

Area,km
2 

(2010)   1.8% 16 16 28 

Population (2010)   1.5% 17 23 46 

Population change (2002-2010)   -81% 25 40 45 

GDP at market prices mil. EUR 

(2009) 

  0.3% 23 27 34 

Population density in h/km
2
 

(2010) 

8.1 1.2 83% 17 18 31 

Population aged 0-14,% (2009) 1.1 1.0 97% 15 27 44 

Population aged 15-64,% 

(2009) 

1.1 1.0 101% 16 27 44 

Population aged 65+,% (2009) 1.2 1.0 99% 10 11 44 

Total age dependency  

(0-14/15-65) 

1.2 1.0 98% 13 18 44 

Young age dependency   

(0-14/15-65) 

1.1 1.0 97% 13 24 44 

Old age dependency (65+/15-

64) 

1.2 1.0 99% 9 10 44 

Migration balance per, 1000 inh. 

2009 

-4.7 2.4 42% 19 24 46 

GDP per capita, EUR PPS 

(2009) 

2.8 2.7 37% 28 33 34 

Export,% of GDP (2009) 2.0 1.9 53% 27 41 44 

Labor productivity, GDP at 

market prices/empl. (2009) 

1.5 3.4 29% 26 31 39 

Investments in new fixed 

assets, EUR per pers. empl. 

(2009) 

3.2 5.3 19% 27 32 32 

Investments in new fixed,  

EUR per inhabitant (2009) 

6.0 8.9 11% 27 32 32 



 
 

SME/1000 inhabitants.  1.8 1.0 103% 9 9 25 

Employment in agriculture, % 

(2010) 

10.7 0.3 354% 2 3 33 

Employment in industry, % 

(2010) 

1.2 0.9 106% 12 13 33 

Employment in services, % 

(2010) 

1.6 1.3 78% 27 31 33 

Tourism intensity (nights/inh.) 

(2010) 

3.7 5.1 19% 26 29 31 

Share of foreign overnights 

(2010) 

6.2 1.8 55% 25 28 31 

Employment rate 15 years  

and over % (2010) 

1.1 1.4 73% 28 39 40 

Employment rate, % - females 

(2010) 

1.2 1.5 68% 28 38 40 

Unemployment rate, LFS (2010) 1.5 0.5 198% 2 2 31 

Long term unemployment, %  

of total (Q1 2011) 

1.2 0.5 184% 1 2 34 

Physicians per 100.000 inh. 

(2009) 

1.5 1.2 80% 15 18 26 

Life expectancy at birth men 

(2010) 

1.0 1.1 93% 22 30 41 

Life expectancy at birth women 

(2010) 

1.0 1.1 93% 28 36 41 

Crude Death Rate per 1000 

(2010) 

1.2 0.7 146% 2 4 47 

Infant mortality rate (2010) 1.8 0.6 156% 3 11 47 

Totals roads density, km/1000 

km
2
 (2009) 

6.3 1.6 64% 20 20 25 

Totals roads per 100000 inh. 

(2009) 

3.0 1.3 78% 20 20 25 

Passenger cars per 1000 inh.  

(2009) 

1.5 2.1 48% 25 25 26 

Households with internet access 

at home,% (2010) 

1.6 1.8 56% 27 32 33 

Companies access to internet,% 

(2010) 

1.0 1.0 103% 9 11 32 

Population aged 15+ with 

university education,% (2010) 

3.1 2.3 44% 28 28 28 

Pupils and students in all levels 

of education as % of total 

population 

1.4 1.2 82% 27 34 35 

Pupils in primary and lower 

secondary education as % of 

total population 

1.1 1.2 81% 25 32 

 

35 

Students in universities and 

faculties as % of total population 

5.6 1.2 66% 26 32 35 

Source: Statistical office of Serbia, Eurostat, [20] 

 

In European context Serbia may be classified 

as medium-size country in terms of area and 

population (the provisional rank in EU27 is 16). 

In terms of the size and economy and market it 

should be classified as a small economy (with 

0.3% of EU27 GDP it has a provisional rank with 

EU 23rd and in whole Europe 27th out of 34 

countries). The difference to EU27 and other 

European countries on demography indicators is 

limited and Serbia holds a medial position 

amongst the countries compared on many of the 

indicators [8]. The worst is the position on the 

overall population change, 25th compared to EU 

and 40th compared to 45 countries, but still there 

are a lot of countries with similar population 

decline, first of them are: 



 
 

Hungary (-1.7%), Romania (-1.7%), Russia (-

2.6%), Bulgaria (-4.1%), Latvia (-4.2%), Ukraine 

(-5.1%), Lithuania (-4.2%), Belarus       (-4.7%). 

Unfavorable is the position on old age 

population (10th) and old-age dependency (9th). 

High are the gaps in economic development, 

like: 

 GDP per capita is 2.7 times lover than the 

EU27 average (below any of the member 

states),  

 The export orientation is twice lower;  

 The labor productivity is 3.4 times lower;  

 The investments per person employed is 

5.3 times lower, and the investments per 

inhabitant 9 times lower;   

 Unfavorable position of tourism intensity -5 

times lower (EU27 - rank 26th), the share of 

international tourism is twice lower (25th);  

 The employment rate and the female 

employment rate are around 1.5 lower than 

in EU27 and amongst the lowest compared 

to individual countries (28th in both cases) - 

the huge gap according to the Europe 2020 

target of 75% employment rate for the 

population aged 20-64;  

 The unemployment rate is twice higher than 

the EU27 average – ranking Serbia 2nd. 

The long term unemployment is extreme - 

the first compared to EU27 and nearly twice 

higher than the average: 

 Serbia stands below EU average on health 

care provision, particularly in death rate with 

2nd rank, in infant mortality rate - 3rd, which 

indicate the lower quality of health care; in 

expectancy at birth in absolute figures - 5 

years for men and 6 years for women;  

 The gaps in the educational attainment of 

the population and provision of education 

are significant:  the share of the population 

with university education is more than twice 

lower compared to EU27, ranking Serbia 

the last amongst all countries;  

 The total roads density is 1.6 times lower 

than the EU27 average, 20th out of 25 

countries;  

 In companies’ access to Internet there is no 

difference;  

 The access of households is nearly half of 

the EU average, (27th). 

Positive correlation can be expected: per 

thousand employees, investments per inhabitant 

(+0.75), positive correlation of the population 

density with urban population (0.38), main roads 

density (0.36), and working age population 

(80.57), migration balance (80.38), average 

salary (80.47), passenger cars per 1000 

inhabitants (80.55). Budgetary revenues reveal 

higher correlations only with average salary 

(0.41), and tourism intensity 80.41). Average 

salary is correlated positively with working age 

population (0.45). Correlations are negative for 

population 65+ years (-0.37).  

Higher level of economic development (GDP 

p.c.) is associated positively with higher 

urbanization, lower young-age dependency rate, 

higher labor productivity (incl. in SME) and 

specialization in services, higher investments, 

better transport infrastructure (roads density), 

educated labor force (university education) 

higher provision of opportunities for higher levels 

of education, and ultimately higher incomes of 

population (both average salary and disposable 

income). Simultaneously it is associated with 

higher pressure on environment. On the other 

hand, higher level of development (GDP p.c.) is 

associated with lower young-age dependency 

(and population aged 0-14 years), lower 

employment in agriculture, lower share of SME 

in total employment, lower unemployment and 

lower death rate. While the GDP p.c. is 

correlated at high level with the personal income 

it should be reminded that the variation in 

incomes is much lower than in GDP p.c.). The 

GDP p.c. is not correlated with the employment 

rate (r = 0.26). In fact the employment rate does 

not show very high correlation with any of the 

indicators (as is the case with the male and 

female employment, too). However the number 

of persons employed per 1,000 inhabitants 

(which reflect also the differences in the age 

structure) is correlated with many of the 

indicators especially for economic development 

and income. It is a good example of the 

cumulative effect of different development 

dimensions: regions with better age structure 

(higher share of working age population) have 

higher share of employed in the total population 

and are simultaneously characterized by higher 

labor productivity leading to higher GDP p.c. and 

higher income not only per person employed, but 

also per inhabitant. On the other hand the 

number of employees per 1,000 inhabitants is 

positively correlated with the SME density, the 

employment in services and the population with 

university education and negatively – with the 

employment in agriculture and population with 

below secondary education.  



 
 

The number of employee per 1000 

inhabitants is correlated with age structure 

indicators, although not at the highest level – 

positive with working age population, negative – 

with population aged 0-14 and above 65 years 

as well as all age dependency variables. High 

unemployment rates are associated with higher 

specialization in industry, lower density of SME, 

lower educational status of population, lower 

incomes and higher death rate. On the other 

hand, low unemployment rates are associated 

with higher levels of urbanization, and higher 

level of economic development based on higher 

labor productivity, investments and better 

educational status of the labor force. While the 

correlation analysis is not able to establish 

causal relations, it seems that the regional 

differentiation of development in Serbia may be  

explained by two main interrelated causes 

(factors) – the level of urbanization (that in turn 

relates to geography and history) and the 

structure of economy (by sector) which affects 

the overall labor productivity.  

Further analysis of data would show that the 

regional differentiation of GDP p.c. in Republic of 

Serbia is high however not exceptional in 

comparison with 22 EU member states and 

candidate countries (Figure 2). On max/min ratio 

Serbia with 2.8 ranks 6
th
, after UK (4.8), Turkey 

(4.7), Romania (3.9), France (3.4), and Slovakia 

(3.3). Similar values reveal also Czech Republic 

(2.8), Hungary (2.7), Bulgaria (2.6), and 

Germany (2.5). These are either large countries 

or countries where the capital region (or the 

most developed region) is 

 

 
Figure 2: Regional variation of GDP per capita in EU member states and candidate countries (%) Source: Eurostat 
data base, Eurostat (nama_r_e2gdp), [20] 

 

delineated narrowly or both (UK, Germany). On 

regional dispersion of GDP p.c. (which mitigates 

the impact of outliers) the position of Serbia is 

more extreme. With 35.5 Serbia ranks 3rd after 

Turkey (39.3) and Hungary (36.9) and very close 

to Bulgaria (35.5) as well as Slovakia (30.8). 

5. DISCUSSION AND CONCLUSIONS 

Main discussion on gaps revealed by the 

international comparison of Serbia has to include 

first the population decline and ageing, not only 

from the EU membership future, but from the 

Serbian Strategy 2020. The second long lasting 

problem is connected with low development level 

and unfavorable structure of Serbian economy. 

Unfavorable educational status of population 

regarding the university education, low 

productivity, and high unemployment rate are 

group of gaps in human and innovative 

resources of prospective conditions of lowering 

the regional disparities. To what extend the 

regional disparities can differ by their nature and 

possibilities can be influenced. Should some of 

them be perceived as more or less “natural” and 

not pliable to intervention (e.g. age structure, 

migration, depopulation - especially of peripheral 

mountain and rural areas); or they require mainly 

mitigation and/or compensation (e.g. through 

fiscal policy) and should be taken as limitations 

to development that are difficult to be changed, 

at least in mid-term; preoccupation with them 

would prevent active policy and actions 

addressing those disparities that are 

manageable? Are other disparities manageable 

(e.g. structure of economy, public and private 

investments, infrastructure endowment, 

education and qualification  of  the  labor  force,  

etc.)  and  are these the real disparities requiring 

active intervention.  

From the analysis in this paper the following 

conclusions can be drawn:  Many development 



 
 

aspects (as presented by the respective 

indicators) are interrelated and correlated in 

space leading to cumulative effects and mutual 

reinforcing. The regional differentiation of 

development in Serbia may be explained by two 

main interrelated causes (factors) – the level of 

urbanization (that in turn relates to geography 

and history) and the structure of economy (by 

sector) which affects the overall labor 

productivity. Other significant determinants 

include also: age structure of population, 

attraction of investments, location and transport 

endowment, dependency on a limited number of 

large enterprises. The correlation analysis 

revealed the complexity of interrelations between 

development aspects and determinants, 

requiring a more complex (integrated) policy 

reaction.  

While Serbia appeared to be similar to most 

of the neighboring countries in terms of 

development level, many of the specific gaps 

identified are comparable to or higher than the 

internal regional differentiation (e.g. the gap to 

EU27 on GDP p.c. is as high as is the internal 

regional differentiation on the same indicator). 

The comparative analysis of regional 

differentiation on selected indicators revealed 

that regional differentiation in Republic of Serbia 

is high however not exceptional (GDP p.c.) and 

on some indicators (unemployment) may be 

assessed as low to moderate. The positioning of 

Serbia’s NUTS 2 regions to EU average and to 

individual EU regions makes clear that on most 

economic development and labor market 

indicators all regions are significantly below the 

EU average. This could be seen as a real 

challenge requiring policy choice – more 

emphasis on national convergence or more 

emphasis on regional development. As proven 

by experience the two objectives are not 

perfectly compatible: higher national growth may 

be paid with increased regional polarization and 

emphasis on regional “equalization” may impede 

national growth and convergence. The paper 

addresses also the question of whether 

convergence among the regions of the EU-27 

has made progress over the seven-year period 

2000-2007, and can it be transferred to Serbia 

as a set of good practices of regional 

development principles.  However, as this 

approach looks only at the extreme values, it is 

clear that the majority of shifts between regions 

are not taken into account. 
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