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Abstract: Rural regions with a larger share of the primary sector in the overall economy are limited
in their ability to achieve a sufficient level of competitiveness. In countries such as Serbia, where
rural areas play an important role, addressing the problems affecting these areas is important for
overall development. The purpose of this study is to determine the socioeconomic performance of
the rural regions of Serbia and the EU in order to indicate the position of Serbia’s rural areas in the
process of European integration. NUTS 3 (NUTS 2 for Germany) was used for analysis, and from this
an Index of Socioeconomic Performance was created. This Index was created using Factor Analysis.
The results point to Serbia lagging behind other EU regions in terms of development, with most of
Serbia’s rural regions receiving the lowest ratings. These results are cause for alarm and indicate a
need to create strategies that will direct resources towards key issues in these areas, whose potential
would be adequately used through the implementation of rural policy measures, with the aim of
overall socioeconomic development.

Keywords: rural; factor analysis; underdeveloped regions; European integration; Serbia

1. Introduction

Depending on the methodology applied, rural areas comprise about 80% of land
in Serbia, and contain between 40% and 50% of the population, which indicates the
specific relevance of these areas for the overall Serbian economy. The development of local
infrastructure and basic services in rural areas, including leisure and culture services, the
renewal of villages and activities aimed at the restoration and upgrading of the cultural
and natural heritage of villages is an essential element for the socioeconomic development
of rural areas [1]. Rural regions are mainly based on sectors that use natural resources such
as agriculture, forestry, fishing, oil, gas, and electricity. Therefore, competitiveness of the
primary sector remains the policy focus for developing these areas. In more developed
countries, tourism and services, or renewable energy production are associated sectors
that also rely on natural resources and make significant contributions to the socioeconomic
development of rural areas. The strength of the link between agriculture and other sectors is
influenced by various factors such as the natural characteristics of the terrain (land quality,
climate, and local tourist attractions), infrastructure, the overall strength of the national
economy, the educational level and entrepreneurial potential among the local population,
and access to public finances [2]. Namely, in rural areas with demographic problems,
rural tourism could be an additional activity that could make the traditional agricultural
function of those places secondary, so it could change those areas into multifunctional
spaces [3]. Rural areas are usually poorer and less populated than urban areas. Berc et al. [4]
indicate that in rural areas poor availability of certain social services is often accompanied
by weak coordination of service providers within the social welfare system, which speaks
in favour of the present difficulties in the implementation of deinstitutionalization and
decentralization of social services.
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The income disparities between rural and urban areas in Serbia have deepened with
the process of transforming a centrally planned economy into a market-oriented economy.
Following a dynamic transition process, a clear strategic goal for Serbia is integration into
the European Union (EU), which requires additional economic and institutional changes.
The dynamics of European integration differ among the formerly communist and socialist
countries. For Serbia, which is currently a candidate country for EU membership, the
experience in pre-accession negotiations of New Member States (NMS), i.e., Central and
Eastern Europe (CEE) are a valuable benchmark for future integration processes. Böwer
and Turrini [5] investigated the effects of EU accession on NMS, and they concluded that
this region has widely benefited from economic and institutional integration with the EU.
The socioeconomic growth recorded in NMS after the recovery from transition shock in the
early 1990s has been impressive.

The study presented in this paper focuses on Serbia’s rural areas, as well as future
development strategies for these areas, in order to better prepare them for EU integration.
The agricultural sector has a significant position in the overall Serbian economy and
even more so in the rural areas, where it is often the dominant activity for most of the
population [6]. Based on agri-environmental conditions, the rural areas of Serbia can be
divided into two regions: northern and southern. The northern region has exceptional
agri-environmental conditions for agricultural development and a high concentration of
food industry [7]. The southern part of Serbia is characterized by mountainous areas
with relatively poorer conditions for agricultural production. In addition, both regions are
characterized by an unfavourable demographic structure with a very low level of education
of the rural population. According to Petrović et al. [8], modest knowledge and the absence
of supplementary skills in the rural population are limitations for the total capacity and
competitiveness of the labour force in rural areas, which can be anticipated as one of the
burdening factors in the economic development of these areas.

Creating an appropriate rural policy in Serbia within the conditions of current Euro-
pean integration requires harmonization with the EU’s Common Agricultural Policy (CAP),
which is one of Serbia’s future priorities. The CAP represents the benchmark for future
policy, so pressures of the EU accession negotiations, as well as EU pre-accession support
will be the key elements in the process of adapting policies to the CAP [9]. However, har-
monization of legislation, institutional capacity building, and policy reform in agriculture
and rural development are complex issues. Therefore, economic, social, political, and
environmental conditions must be taken into account when defining political measures and
instruments. Namely, as space and land are limited resources, an era of rapid urbanization
should be effectively controlled in line with sustainable development principles [10]. The
principles of sustainable development integrate political, economic, and social measures
in order to meet the needs of communities without compromising the ability of future
generations to meet their needs [11].

The European Union offers various opportunities for receiving financial support,
which allows the exchange of best practices whereby the benefit is realized by Serbia, and
even certain regions that have adequate cooperation with EU countries, such as Vojvo-
dina [12]. The European Commission [13] estimated that good progress was made by
adopting the action plan for acquis alignment in agriculture and rural development and
implementing the Instrument for Pre-accession Assistance for Rural Development program
(IPARD II). Although it is very important to access these funds, primarily because of the
relative significance of agriculture for the overall economy as well as Serbia’s rural areas,
it must also be emphasized that pre-accession assistance does not solve the key develop-
ment problems of rural areas, which require a comprehensive, long-term, territorial-based
national policy that respects local specificities and the needs of the rural population [14].
Sustainable development of agriculture entails sustained economic growth, technological
advancement, efficient resource management, and an increase in quality of life in rural
areas [15].
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In order to monitor and compare the socioeconomic conditions of different hetero-
geneous territories across EU countries, the Nomenclature of Statistical Territorial Units
(NUTS) was adopted by the EU. The NUTS classification is a framework for determining
standardized statistics of all EU Member States at three basic levels: NUTS 1 (population
of 3 to 7 million), NUTS 2 (population of 800,000 to 3 million) and NUTS 3 (population
of 150,000 to 800,000) [16]. The Nomenclature of Statistical Territorial Units has also been
defined for EU candidate countries (Serbia, North Macedonia, Albania, Montenegro, and
Turkey), which allows for comparison of regions or districts across Europe. In Serbia, this
classification is the basis used to draft documents needed to implement projects that should
be financed by the European Union’s structural funds [17].

The study presented here is designed to help candidates for membership determine
the position of their regions vis-à-vis EU regions and as such can be applied to other
candidate countries in addition to Serbia: Montenegro, Albania, North Macedonia, and
Turkey. Moreover, this study will be a step forward in comparison with the existing
literature, given the minimal amount of research conducted at the regional level in Serbia.
The results provide an empirical basis for creating future rural development strategies
for Serbia by giving a detailed insight into socioeconomic performance at the regional
level, and enabling a comparative analysis with EU countries as well as with regions
within Serbia itself. The methodology adopted in this way, and when applied to other
candidate countries, would provide an overview of socioeconomic performance across
Europe. Identifying a candidate country’s level of development in relation to the Member
States is important for the harmonization of policies, such as Serbia’s rural policy and
the EU CAP or regional policies. This indicates the practical contribution this study can
provide. The purpose of this study is to determine the socioeconomic performance of rural
regions of Serbia and the EU in order to indicate the position of Serbia’s rural areas in the
process of European integration. More specifically, the aim is to detail the socioeconomic
performance of rural regions, which will be evaluated with an Index of Socioeconomic
Performance evaluated by Factor Analysis (FA).

Based on the purpose of this paper, the main hypothesis of the research is created:

• The socioeconomic performance of Serbian rural regions corresponds to the socioeconomic
performance of rural regions of NMS.

2. Theoretical Background

Regional development plays a significant role in the EU. The regional aspect has been
given more importance in the EU, primarily through the Cohesion policy, i.e., strengthening
the economic, social, and territorial cohesion within the EU. One of the EU’s key objectives is
to reduce development inequalities between developed and economically underdeveloped
regions. EU enlargement to the south, and especially to the east, has been followed by
growing inequalities within the Union. The more developed, pre-2004 member states
(EU-15) channelled financial resources through the Cohesion policy to less developed NMS
to support transformation and economic convergence [18]. The EU Cohesion policy does
not include only economic convergence, but it is certainly still the most important objective
of this policy due to large income discrepancies. In recognizing a need to assess more
place-sensitive policies, highlighting heterogeneity generally contributes to the debate on
the future of the post-2020 Cohesion Policy, by providing effective comparative tools to
support new policy instruments [19]. In addition to this policy, others, namely the EU rural
development policy, have had significant impacts on the regional development of the EU
as a whole [20].

The EU Cohesion policy plays an important role in supporting the socioeconomic
development of rural areas and, together with the European Agricultural Fund for Rural
Development (EAFRD), involves directing financial resources towards the reconstructing
and revitalizing these areas. EAFRD is part of the EU’s CAP, but with a regional focus [21].
Matthews [22] states that one of the general objectives of the CAP for rural development
in the upcoming period (2021–2027) is to “strengthen socio-economic performance in
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rural areas” through specific objectives such as attracting and retaining young farmers
in rural areas; promoting employment, social inclusion and local development through
increased bioenergy production and sustainable forestry; an adequate response to the
increased demand for health-safe foods; and the use of innovation and digitalization
for both agriculture and rural areas. Increased demand for renewable energy can be
a good development opportunity for rural areas. Vukadinović and Ješić [23] point out
that creating “green jobs” through the concept of a circular economy is important for
employment growth, given that economic growth is becoming an effective use of resources
and renewable energy resources, as well as the use of comparative advantages of the natural
environment. However, the heterogeneity of rural areas or regions significantly impedes
the convergence process. The objectives of rural policy have become multidimensional
and focus on increasing the wellbeing of rural residents. Generally speaking, quality
of life has several dimensions: (1) an economic dimension, in which the income of the
population depends on being able to find employment in companies that are productive
and competitive; (2) the social dimension, which refers to accessibility to services; and (3) a
local dimension, which refers to the environment [2]. Although it is necessary examine rural
areas according to several aspects, the socioeconomic aspect is always an important link
to future development. The European development model is characterized by balancing
economic and social performance, and quality of life, as a top European priority [24].
In most of the rural typologies, the structure of employment by sectors was analysed
in order to define the role and significance of agriculture and other sectors within the
rural area. Moreover, the importance of the sector is determined by their share in the
Gross Value Added (GVA) of the region. The employment structure is also important
for the region’s socioeconomic development. The traditional approach to identifying
regional competitiveness is based on an analysis of GDP per capita [25]. Michalek and
Zarnekow [26] pointed to the use of GDP per capita (calculated at NUTS-2 or NUTS-3 level)
as: (a) a standard measure of a regional level of welfare; (b) a basic criterion of eligibility
criteria for EU funding under structural funds, and (c) the main quantitative indicator
of the effectiveness of the policies being pursued. Moreover, Prus et al. [27] have used a
significantly larger number of variables to determine the socioeconomic characteristics of
certain regions.

Domazet et al. [28] indicate the importance of following up macrocompetitiveness
of the EU, or countries around the world by the European Commission in its European
Competitiveness Report, which examines the basic performance of the competitiveness of
the EU as a whole, member states, or certain economic activities, while the WEF (World
Economic Forum) affirmed the GCI Index (Global Competitiveness Index) for following
up basic indicators of the competitiveness of countries around the world. Regional com-
petitiveness is the ability of a region to offer an environment attractive and sustainable
for businesses and in which residents can live and work [29]. As noted, each round of EU
enlargement deepened regional differences. Here, the focus will be on the EU enlargement
of 2004, since expansion from that period on included countries with the same historical
legacy of centrally planned economies as Serbia (with the exception of two island countries,
Cyprus and Malta). The countries of Central Europe, and Eastern Europe in particular,
are considered to be less economically developed regions in comparison to the original
EU member states (for example Benelux, Germany, and France) due to the strategy of
socialism, i.e., industrialization which led to economic, social, and environmental decline.
Accordingly, to better facilitate accession for the CEE countries, two EU programs were
launched at the end of the 1990s, which strongly shaped the regional policies of the CEE
countries: the Instrument for Structural Policies for Pre-Accession (ISPA) and the Special
Accession Program for Agriculture and Rural Development (SAPARD), in order to prepare
future members for Cohesion Policy (first fund) and for the EU CAP (second fund) [30].
Bachtler and Ferry [31] point to the importance of using these funds when CEE countries
join the EU, as well as to different strategies in spending structural funds in these countries,
which have further affected regional inequalities.
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Rural development largely depends not only on national policies (rural, regional,
social, etc.) but also on factors that influence heterogeneity, with future development based
on addressing specific problems affecting a particular territory [32]. The development
of regions, or the convergence of less developed, usually rural regions with developed
regions, creates a need to territorialize and regionalize development policies, while also
seeking competitive advantages for localities [33]. Resolving the issue of rural development
necessitates an integrated approach that requires cross-sectoral cooperation at all levels
(national, regional, and local). Issues related to rural policy in Serbia are reflected not only
in the low level of funds allocated for rural development but also in the defined measures,
which are directed more towards investing in agricultural production itself rather than in
the development of infrastructure in rural areas, the environment, or improving quality
of life in rural areas [34]. Limited human resources, lack of regulatory framework and
funding, and insufficient experience in both policy formulation and major project man-
agement are the main obstacles to effective rural development policies in Serbia, the most
important task of which should be strengthening local self-government capacity [35]. In
the EU, the LEADER (an acronym for the French Liaison Entre Actions de Développement
de l’Economie Rurale) program supports capacity-building of local authorities and the
development of local partnerships, and emphasizes the importance of rural development
projects launched at the local level to revitalize rural localities [36]. The involvement
of Local Action Groups (LAGs) in the decision-making and priority-setting process for
local territorial development, i.e., a bottomup approach, is a significant segment of EU
rural development policy. However, the process of regionalization and decentralization in
Serbia is insufficient; the distribution of responsibilities is asymmetric at different territorial
levels, which will be unsustainable in the future. Although today we are in the Fourth
Industrial Revolution with significant social transformation in parallel with technologi-
cal change [37], rural areas lag significantly behind urban areas, with limited access to
technology, information, and new knowledge.

3. Materials and Methods

In this research, the methods of multivariate statistical analysis were used, i.e., Factor
Analysis, which aims to reduce large numbers of variables to a more manageable number
while discarding a minimum amount of useful information. The advantage of FA is that it
enables researchers to take an important step towards deeper understanding of a complex
and multidimensional territory such as, in this case, rural areas [38]. Moreover, the advan-
tage of using factorial techniques is that no prejudgment of the results is required, as the
technique itself determines the importance of individual factors (dimensions) within any
solution derived from it [39]. The conditions required for the FA to be applied were checked
by Bartlett’s test and by Kaiser–Meyer–Olkin (KMO) sampling adequacy testing [40]. The
KMO value is a measure of adequacy of the correlation matrix to perform the FA. The
KMO test ranges from 0.0 to 1.0, but values should be greater than 0.5.

Factor loadings represent the correlation between the original variables and the factors
and are key to understanding the nature of a particular factor. When using practical
significance as the criteria, Hair et al. [40] suggested that factor loadings in range ±0.50
or greater are considered practically significant. Interpretation of factors, based on factor
loadings, is an important step. If it is necessary, factor rotation should be performed.
The goal of VARIMAX rotation is to maximize the variance of factor loadings by making
high loadings higher and low ones lower for each factor [41]. After factor extraction,
it is necessary to calculate the factor scores for each unit of observation for each factor.
Factor scores are standardized to have a mean of 0 and a standard deviation of 1. Factor
score calculations enable creation of an index for each factor so that observation units
can be ranked. There are also some limitations and disadvantages of the method used in
this analysis. For example, Cloke and Edwards [42] admit that multivariate classification
techniques in general are subject to considerable methodological disagreement and that



Land 2021, 10, 1211 6 of 14

the validity of individual classifications rest on their usefulness far more than on their
methodological basis.

More systematically, this research will follow certain statistical assumptions and
procedures when conducting FA:

• A defined research problem indicates the use of research FA;
• R type factor analysis;
• Data standardization by Z-transformation;
• Bartlett’s test and the Kaiser–Meyer–Olkin test (KMO) (>0.6);
• Correlation matrix (at least 0.3 or higher Pearson correlation coefficient);
• Analysis of the Principal Components as a method of factor extraction;
• Kaiser’s criterion to determine the number of factors (eigenvalue greater than 1);
• VARIMAX factor rotation with Kaiser normalization;
• Accepted factor loads in the range greater than ±0.50, and
• Calculated factor scores for all observation units, for all factors.

In this analysis, NUTS 3 were selected as the observation units for both the EU coun-
tries (with the exception of Germany, for which NUTS 2 were used) and Serbia. Despite crit-
icism, for example, Hedlund [43] pointed to need for typologies based on high-resolution
data, beyond the urban–rural continuum, respectively the administrative boundary, this
level was chosen for two reasons. First, it represented the lowest administrative and terri-
torial level at which data could be found for all countries included in the analysis; second,
regional typologies applied at this level aimed to analyse and monitor rural and urban
development by implementing certain regional and rural policies and programs. NUTS 3
allowed a detailed representation of EU rural space [44]. It is worth noting that the degree
of differentiation among European rural regions is in line with the transitional processes
described in the literature [45], which is especially significant for former socialist states,
both in the EU and in those, such as Serbia, which are candidates for membership. Spatial
(i.e., territorial) distribution of regional performance was considered: different components
followed different territorial paths across Europe, suggesting the existence of a puzzled
core–periphery pattern, where within-region differences also matter [46].

Since this study focuses on rural regions, predominantly urban regions were excluded
as defined by Tercet (Regulation (EU) 2017/2391) [47], i.e., the EU’s Urban–rural typology,
because they have urban centres with over 500,000 inhabitants, and they contain at least 25%
of these regions’ populations. Instead, the focus was primarily on predominantly rural and
intermediate regions. These two groups of areas were defined as “non-urban” areas [48].
Certain limitations to this approach should also be noted. Primarily, intermediate regions
were of particular concern, since they have a wide range of different spatial characteristics.
However, the inclusion of intermediate regions in the analysis was justified by the need
to consider as large a geographical area as possible, as well as by the need to include
most of Serbia in the analysis, which, according to the Urban–rural classification of the
EU, was designated as a state with one predominantly urban region (Belgrade District),
five predominantly rural regions, and 19 intermediate regions. A total of 691 units were
included in the analysis, of which 667 were at NUTS 3 and 24 at NUTS 2. Certain areas,
although classified as intermediate or predominantly rural, were excluded from the analysis
due to lack of data (primarily for the newly created NUTS 3 areas), or due being located
geographically outside of the European continent.

The Eurostat database [49–51] was used for this study, and the time period was a
seven-year average from 2012 to 2018, with some exceptions for France and Poland (three-
year average from 2014 to 2016). The analysed period also coincided with the period of
candidacy for Serbia’s EU membership (from 2012 to the most recent data available). The
observation units in this paper were all EU countries and Serbia. The Statistical Package
for the Social Sciences program-SPSS Statistics 20.0 was used for the purposes of this
paper. Variables used to create the regional Index of Socioeconomic Performances, using
FA, were: share of employees in the primary sector in the total number of employees
(%) (EMPL_PRIMARY); gross domestic product (GDP) per capita (purchasing power
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standard-PPS) (GDP_PER_CAPITA); primary sector share in total gross value added
(GVA) (%) (GVA_PRIMARY); total labour productivity (total GVA of all activities per
employee) (EUR/person) (LABOUR_TOTAL); and labour productivity in the primary
sector (GVA of the primary sector per employee in the primary sector) (EUR/person)
(LABOUR_PRIMARY). The selection of variables was determined by the availability of
data in the database used. Bearing in mind that Serbia is a candidate country for EU
membership, the choice of data in the Eurostat database is scarce. Additionally, according
to previous research, the selected variables well describe the socioeconomic performance
of rural areas, which is the main subject of this analysis.

4. Results

This study began with the selection of variables with an emphasis on the vital sector
of rural areas. The results of the KMO test as a measure of sample adequacy (0.730)
were moderately good according to the Kaiser classification. In addition, Bartlett’s test of
sphericity was statistically significant (Table 1). The results of these two tests indicated the
adequacy of the use of Factor Analysis in this study. Subsequently, a Correlation Analysis
was performed, followed by a Factor Analysis.

Table 1. KMO and Bartlett’s Test.

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.730

Bartlett’s Test of Sphericity
Approx. Chi-Square 2720.081

df 10
Sig. 0.000

Source: the authors’ calculations.

This factor explained 71.511% of total variance, with eigenvalues higher than 1 (3.576)
(Table 2). The correlation matrix indicated that GDP per capita was positively correlated
with labour productivity (total economy and primary sector), while it was negatively
correlated with the share of employees in the primary sector as well as the share of the
primary sector in total GVA (Table 2), thus indicating that high dependence on the primary
sector is a feature of regions that are in a less favourable economic situation and are thus
less competitive regions. Factor loadings for this dimension are also presented in Table 2.
The positive sign in front of the factor loadings of the variables GDP per capita, total labour
productivity of all sectors, and labour productivity in the primary sector indicate overall
socioeconomic development in the region, while the negative sign in front of the factor
loadings of the variables share of employees in the primary sector as well as the share of the
primary sector in the creation of GVA indicate that the primary sector is of less importance
in more economically developed regions. The dominant variable within this factor, and
with the highest correlation with the factor, was the GDP per capita (0.872). The calculated
factor scores for this factor indicated the level of economic development, or wellbeing,
across regions in the EU and Serbia, with the best rated observation units showing the best
socioeconomic performance.

Factor scores, i.e., Index of Socioeconomic Performance, were ranked within a range of
−3 to 3 and divided into quintiles. The averages for the five groups identified in Table 3 were
drawn according to the level of socioeconomic development. Group 1, which included most
of the intermediate and predominantly rural regions in Serbia, had an average of 27.6% of
employees working in the primary sector; the primary sector had an 11.2% share of GVA
creation, and the lowest levels of GDP per capita, and labour productivity both in total and
in the primary sector. These results are disturbing and point to the great importance of
the primary sector in the overall regional economies of NUTS 3 regions. The share of the
primary sector in employment and GVA of the region declines and GDP per capita and labour
productivity increases were highest in Group 1 and then decline for each subsequent group.
In Group 5, the average share of employment in the primary sector was 3% and the average
share of GVA was 2%, which indicates other sectors contribute much more to the economy.
There has been a decline in the share of employees in agriculture in the EU-15 since 1990, with
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an average reduction of 2–3% per year, which has resulted in an absolute reduction in the
agricultural workforce by about 340,000 workers, or 190,000 annual work units (AWU) [52].
According to the same source, the only exceptions in the EU-15 that do not show a declining
trend in the agricultural workforce are in those regions with a high proportion of part-time
workers and a larger share of farms engaged in other profitable activities.

Table 2. Results of Factor Analysis: Socioeconomic performance of intermediate and predominantly rural regions.

Correlation Matrix

Empl_primary GDP per capita GVA_primary Labour_total Labour_primary
Empl_primary 1.000 −0.635 0.742 −0.675 −0.603

GDP_per_capita −0.635 1.000 −6.14 0.847 0.611
GVA_primary 0.742 −0.614 1.000 −0.593 −0.316
Labour_total −0.675 0.847 −0.593 1.000 0.764

Labour _primary −0.603 0.611 −0.316 0.764 1.000

Sig. (1-tailed)

Empl_primary 0.000 0.000 0.000 0.000
GDP_per_capita 0.000 0.000 0.000 0.000

GVA_primary 0.000 0.000 0.000 0.000
Labour_total 0.000 0.000 0.000 0.000

Labour_primary 0.000 0.000 0.000 0.000

Variance Explained

Eigenvalues

Component Total % of Variance Cumulative %
1 3.576 71.511 71.511

Factor Analysis

Factor loadings
Empl_primary −0.819
GDP per capita 0.872
GVA_primary −0.788
Labour_total 0.861

Labour_primary 0.692

Factor extraction method: Principal Components Analysis. Source: the authors’ calculations.

Table 3. Group average.

Empl_Primary GDP_Per_Capita GVA_Primary Labour_Total Labour_Primary

Group 1 27.58795 11,086.29227 11.24873 15,408.37 8126.198
Group 2 12.93303 16,639.61631 5.829002 29,293.47 16,186.62
Group 3 7.685439 20,311.40772 3.884153 46,029.36 27,705.58
Group 4 4.879643 25,531.23977 2.953308 59,381.36 37,400.79
Group 5 2.954538 31,519.9294 2.030506 66,572.24 45,255.65

Source: the authors’ calculations.

In Figure 1, the darkest colour indicates the group with the best socioeconomic per-
formance, and the group with the lowest socioeconomic performance is marked with the
lightest colour. Regional inequalities are noticeable both among different countries and
within one country. In this study, the focus was on several significant regional inequalities
within the observation units.
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Figure 1. Index of Socioeconomic Performance of regions in EU plus Serbia as candidate for mem-
bership. Source: Author processed based on results of FA. Note: The specific status of Kosovo and
Metohija excluded it from the analysis. Adobe Photoshop CC 2015 and NUTS 3 maps of the European
Commission were used.

5. Discussion

From the country-level perspective, most EU countries have regions with different
socioeconomic performance and range from Group 1 to Group 5 (such as Italy). Two
exceptions are the Netherlands and Sweden, whose regions are mostly classified as part
of Group 5 and in some cases Group 4. However, in countries such as Serbia, Romania,
Bulgaria, Croatia, Latvia, and Estonia, all regions are classified as Groups 1 and 2 (the
lowest socio-economic performance). These countries are characterized by the centralized
development of the regions around their capital cities (usually the only predominantly
urban region). The large gap between capital regions and other regions within one country
indicates significant pressure on the capital region to pull development from other regions,
often leaving resources in other regions untapped. Such regional inequalities within
countries’ borders are defined in relation to the capital city–other regions.

Some countries have clear north–south and east–west divisions. In Italy, for example,
most regions in the north fall into Group 5, and on Figure 1 they are marked with the
darkest colour. This part of Italy is an industrial and service centre, whereas southern
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Italy is not. Germany is another example of this east-west division, and is one where
inequality between east and west has been an important issue in regional policy since
the fall of the Berlin Wall. Unemployment is more prevalent in the east and young and
educated people most often most often migrate west. A declining birth rate in the area of
the former East Germany and restructuring of the economy has further deepened these
divisions [53]. In some countries, regional development mismatches are present as a
consequence of historical circumstances, as noted by Biczkowski et al. [54] in the example
of Poland. Additionally, according to Adamowicz [55], the Polish regions in the east are
less developed and have poorer socioeconomic performances. Gorzelak [30] argues that
regional differences in CEE countries draw on legacies from the earlier period and that,
within most newly formed countries, there are significant regional differences in which the
eastern parts are less economically developed than those in the west of the countries. This
is attributed to the proximity of western regions to the highly developed EU-15 countries,
and that the positive economic effects have “spilled over” into the western regions of
these newer members. According to Figure 1, this appears to be the case in Poland as
well as in the regions of the former Socialist Federal Republic of Yugoslavia (SFRY), which
now belong to the separate countries of Slovenia, Croatia, and Serbia (the other former
SFRY countries, Northern Macedonia, Bosnia and Herzegovina and Montenegro, were not
included in the analysis). Specifically, the best socioeconomic performance was identified
in the intermediate and predominantly rural regions of Slovenia. This could be due to the
fact that the Slovene private sector has historically been one of the largest recipients in
Central and Eastern Europe of financing from highly developed countries [56].

There was also a clear difference in the level of socioeconomic performance between
the EU-15, and especially in the area encompassing Northern Italy, Austria and Germany,
part of France, the Benelux, the United Kingdom, and the NMS. This is the current state of
historical patterns of urbanization in the EU and it comprises Europe’s metropolitan core.
This pattern was observed as far back as 1989, when a group of French geographers, led
by Roger Brunet, defined an area of Europe, later referred to as the “Blue Banana”, that
was highly urbanized and industrialized, and which connected regions from Manchester
and London in the United Kingdom to Lombardy in Italy, passing through the Benelux
countries, France, and the western part of Germany and Austria [29].

Of course, these regional differences between the EU-15 and NMS do not apply to all
CEE regions (e.g., Czech Republic, Slovakia, Slovenia, and Poland). Mostly the regions near
the capitals are able to offer better conditions for the development of other branches of the
economy (tourism, trade, the financial sector, etc.). As is illustrated in Figure 1, the eastern
part of the EU from the Baltic countries, eastern Poland, Slovakia, Hungary, Romania,
Serbia (candidate country), Croatia to Greece, is characterized by areas with the lowest
socioeconomic performance, i.e., a high share of the primary sector in employment and
GVA, low GDP per capita, and insufficient productivity levels for the entire economy and
the primary sector. In some former socialist states, the situation is better, for example in
western parts of Poland, the Czech Republic, and Slovakia, while the regions of Romania,
Bulgaria, and Serbia are the majority in Group 1, which have the lowest socioeconomic
performance, and the highest share of the economy is in the primary sector. According to
a European Commission report, some former socialist states have completed the process
of agricultural reconstruction through the transfer of labour from agriculture to other
sectors (Czech Republic and Slovakia), while in some NMS such as Romania and Bulgaria,
during the transition, the share of employment in agriculture increased due to government
investment in agricultural enterprises, which were the legacy of the centrally planned
economy, in order to reduce unemployment [52].

6. Conclusions

The multidimensional nature of rural areas means that they are extremely heteroge-
neous in their characteristics, especially across a large EU territorial area, indicating that all
relevant features must be an integral part of both development strategies and rural policy
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making. When viewed according to other aspects, the division of NUTS 3 according to
the EU classification into predominantly urban, intermediate, and predominantly rural
areas using only population density does not in fact indicate a particular level of devel-
opment. Classifications based on a single indicator do not adequately represent the EU’s
geographical area or rural areas. According to the EU classification, predominantly rural
areas of Serbia cannot be compared to predominantly rural areas of Germany, Belgium,
Netherland and other highly developed EU countries, especially in terms of socioeconomic
performance. All districts in Serbia lagged economically, they were more similar to districts
in the NMS, so the main hypothesis of this research was accepted. Comprehensive research
is important for improving knowledge for the process of transforming Serbia’s rural areas.
Our empirical research was formulated in accordance with current methods confirmed in
the international literature, which enabled a higher level of understanding of the hetero-
geneity of rural areas in Serbia and of the main trends present in these areas. The practical
implication of this is reflected in the application of rural typology at the regional level
through the Index of Socioeconomic Performance in the creation of measures of national
policies and, specifically, rural development policy measures.

All strategies aimed at rural sustainable development must incorporate and utilize
Serbia’s as an EU candidate. Considering that the main goal of the EU’s rural development
policies is to preserve the vitality of rural areas as well as to improve the primary sector in
Serbia, it would be strongly advisable for Serbia to apply the European model of agriculture,
which is based on competitiveness, multifunctionality, and sustainability. In the sphere of
agriculture, the core idea of multifunctionality highlights the various roles agriculture plays. In
addition to food production, it involves high food quality by implementing good agricultural
practices as well as preservation of the natural environment, which thus contributes to the
economic and social development of both villages and of society as a whole.

The research indicated a regional development gap in most rural regions of Serbia in
relation to more developed EU countries. This implies the need to abandon the centralized
development model with the capital as the centre of decision making. Furthermore,
this research can help other candidate countries, such as Montenegro, Albania, North
Macedonia, and Turkey, determine their regions’ position in relation to EU regions.

The originality of the research was reflected in the approach, which, when it comes
to rural regions of Serbia, is not widely represented in the literature. The research of the
rural area of Serbia was mostly sector-oriented, while the spatial approach was still in the
background. Moreover, the most comprehensive research that analysed the rural areas
of Serbia was conducted by Bogdanov et al. [57], but there was no study that dealt with
the socioeconomic characteristics of rural regions of Serbia and their comparison with EU
countries. Therefore, this paper filled the gap in the literature.

It is clear that the research into development processes in rural areas implies an
integrated approach with the use of a much larger number of indicators. However, due
to the available data in databases, this paper’s main limitation was the usage of a scarce
number of variables.

Future research will move towards identifying other factors contributing to the het-
erogeneity of rural regions, including demographic and spatial factors. This would mean
responding appropriately to the demand for multidimensional access to rural areas in
order to create a rural typology that would encompass Serbia and the EU at the regional
level. Rural typology at the regional level could point to certain spatial patterns in the
development of Serbia’s rural areas relative to the EU countries.
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6. Zekić, S.; Kleut, Ž.; Matkovski, B. An analysis of key indicators of rural development in Serbia: A comparison with EU countries.

Econ. Ann. 2017, 62, 107–120. [CrossRef]
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