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Abstract: Integrated rural development enables linking agriculture with other economic activities whereby an
adequate approach to regional development contributing to a more balanced development among regions. The
aim of this research is to indicate that with the concept of integral rural development the differences between
regions or rural and urban areas of Serbia could be reduced. Through the Kruskal-Wallis test for comparison of
groups, the important differences were compared, where the results of research showed that they are very
significant, especially between the Belgrade Region and the predominantly rural regions of Serbia. These
differences can be overcome in rural areas if agriculture is more intensively linked with tertiary and secondary
sectors.

Keywords: integrated rural development, regional development, rural and urban areas, regions, employed
population and workers, income diversification

JEL classification: R11, R20, R50

Caxertak: VHTerpanHn pypanHu pa3eoj omoryhaBa noBeauBare MOSbOMPUBPEAE Ca APYrM EKOHOMCKUM
aKTMBHOCTWMA, YMMe afeKsaTaH MpUCTYN PervoHanHoOM passojy AOMPWUHOCK YpaBHOTEXEHMjeM passojy Mefy
pernoHuma. Liurb oBor nctpaxmBarba je Ja ykaxe Ha TO Aa 61 ce KOHLIENTOM WHTErpanHor pyparnHor passoja
MOrfie CMatbuTK pasnuke uamehy pervoHa unm pypanHux u ypbanux nogpydja Penybnuke Cpbuje. Kruskal-
Wallis Tectom 3a ynopefuBatbe rpyna ynopefjuBaHe Cy BaxHe pasnuke, Tae Cy pe3yntatv UCTpaxuBara
nokasann ga Cy Beoma 3HauajHe, nocebHo uamehy Beorpagckor pervoHa w MPETEXHO pypanHuX pervoHa
Penybnuke Cpbuje. Ose pasnuke mory ce npeBasvhu y pypamHuMm MofpyyjMa ako je norbonpuspena
VHTEH3WBHWje NOBE3aHa ca TepLMjapHUM 1 CEKYHOAPHUM CEKTOpUMA.

Krby4He peum: mHTerpanHu pypanHu paseoj, pPervioHanHW paseoj, pypanHa u ypbaHa mogpydja, pervionu,
3anoCneHO CTAaHOBHULLTBO U pagHULM, AnBep3ndnkaLmja 4OXoTka
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Introduction

Integrated rural development is a concept for a comprehensive approach to rural
development (Leupolt, 1977). In addition to development of agriculture, it also implies
development of other economic activities and non-economic sectors in rural areas. The
diversification of rural economy is especially significant, through development of small and
medium enterprises for processing agricultural products, as well as development of tourism
in rural areas. It must be accompanied by development of rural infrastructure, public
services, etc. Integral rural development offers a significant opportunity to reduce the
enormous rural poverty. Heterogeneity of conditions under which the rural poor operate
requires creativity in project implementation, and this has to be done locally through
decentralization (De Janvry & Sadoulet, 2005).

Globalization has a pervasive influence across rural Europe. The uneven
geographies of globalization include differences between urban and rural areas, but also
different outcomes between different rural regions. Implementation of rural development
programmes is contingent on structural constraints and the serendipity of local agency, such
that the outcomes of globalization will continue to be different in different rural regions
(Woods & McDonagh, 2011).

In the literature, it is often pointed out that the future of agrarian sector is strongly
linked to the balanced development of rural areas. Accordingly, the EU reforms its agrarian
policy into rural development policy by adopting the concept of integrated sustainable rural
development, due to the need for a new approach to the development of economy and
agriculture in rural areas. Harmonization with the EU rural development policy in the
Republic of Serbia (EU candidate country) aims to enable more efficient connection of
agriculture with other branches, in order to provide new jobs, more investment and exports
from the Republic of Serbia. The Republic of Serbia has favourable natural conditions for
agricultural and rural development, but the negative development trend is followed by
deagrarianism and demographic emptying of villages. Because of that, new paradigm of
sustainable agricultural and rural development, as well as new agricultural and rural policy
is needed (Pejanovié et al., 2017).

The subject of research in this paper are significant differences in the rural
development of the regions of the Republic of Serbia. Accordingly, the aim of this research
is to determine what are the most important differences in the development of rural areas of
the Republic of Serbia, as well as what are the possibilities of overcoming the differences,
through an integrated approach to rural development in the regions where such an approach
can be applied. The example of Serbia could be useful for other countries with similar
resources and limitations for development.

This paper assumes that the significant differences that exist between extremely
rural regions and those that are not, that is, between income generated in rural and non-rural
areas, could be largely overcome through the process of integrated rural development, i. e.
integration agriculture with non-agricultural activities in rural areas.
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1. Literature review

Rural areas are of particular importance for many countries around the world, with different
definitions of these areas. One of the most accepted definition of rural areas is the OECD
typology, which is based on population density and size criteria (OECD, 2011). Namely,
OECD methodology identifies predominantly urban, significantly rural and predominantly
rural regions. Thereby, areas with a population density of less than 150 inhabitants per km?
have been classified as rural. According to the OECD methodology, rural areas occupy
about 85% of the total territory of Serbia.

Rural development refers to the development of rural areas, where it is primarily
focused on the development of agriculture and manufacturing SMEs, especially SMEs in
food industry, then trade, tourism, crafts and infrastructure, and greater availability of
public services. The process of rural development is primarily conditioned by internal
factors (management of available resources; transfer of knowledge and appropriate
technological solutions to the rural economy; volume of support for increasing the
competitiveness of farmers and rural economy, etc.) as well as external factors such as
climate change, global economic, financial and political factors, international integrations,
etc. (Kvrgi¢ & Risti¢, 2018).

Rural development research is about the processes that determine the uneven
geographic distribution of population, industry, and returns to nonfarm economic activities.
Nominal incomes and rents decline dramatically with distance from urban centres. This
emphasized the need to do more than identify rural labour market signals and trends
(Kilkenny, 2010). In the contemporary conditions, the concept of sustainable rural
development is becoming more and more relevant, which represents the integration of rural
and sustainable development policy, with respecting the ecological, economic and social
dimension of development.

Agriculture plays an important role in the concept of sustainable rural development,
as traditionally the most represented activity of the rural economy (Risti¢, 2013).
Agriculture is not the major source of rural livelihoods, if still an important part of it. This
is demonstrated by the current level and the consistently rising share of non-farm income in
total household revenues throughout the developing world. Many households in
contemporary rural areas comprise productive members who are either part-time farmers or
non-agricultural income earners. State of different sector in contributions to sustainable
rural development is reflected in agroecological multifunctionality and non-farm income
diversification (Amekawa, 2011). The multifunctionality of agriculture is an important
factor in the diversification of activities in rural areas, in terms of possible contribution to
employment, etc. (Ploeg et al., 2000). Rural nonfarm employment (RNFE) is especially
important for rural households in developing countries (Reardon et al., 2007).

Countryside will most probably not undergo radical shifts, but it can be proposed
that this countryside will be more diversified, more socially and economically active, and
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more attractive as the place of residence and of work. Even though agriculture will continue
to fulfil an important economic function, the incomes of households will mainly originate
from the activities in other sectors of economy (service, construction, energy), or from the
businesses indirectly associated with agricultural production (food processing, agritourism,
protection of nature and of cultural heritage). These processes imply an increase in
entrepreneurship of rural inhabitants. One particularly vital role in the development of the
rural areas will be played by the small entities functioning in the spheres of service and
food production (Banski, 2018).

Specific forms of horizontal integration in the agricultural sector have become more
important, so cooperative groups of agricultural producers as their form play an important
role in the socio-economic development of agriculture and rural areas, both in more and
less economically developed countries. Thereby, agricultural cooperatives have a
significant role in the overall economic and social development by creating jobs, generating
income to their members and reducing poverty in rural areas (Pawlak et al., 2019).

There are different levels of analysis of rural development, such as farms,
households, local communities, regions, national or global economies (Knickel & Renting,
2000). Regionalization is important for the implementation of the rural development
concept in order to overcome territorial differences of development and to achieve more
balanced regional development (Rikalovi¢ et al., 2017). Thus, rural development policy
must be coherent with regional development policy. It must be pointed out that the public
sector — mainly the local government — tends to be the main facilitator of local cooperation
in all fields. In underdeveloped rural regions, the local government is also the main actor of
regional and rural development (Perger, 2016).

Table 1: Population per 1 km? by regions of the Republic ofSerbia*
2010 2011 2012 2013 2014 2015 2016 2017

Belgrade Region 512 514 515 516 518 519 521 522
Vojvodina Region 91 90 89 88 88 88 87 87
Sumadija and 77 76 76 76 75 74 74 73
Western Serbia

Region

Southern and Eastern 63 63 61 60 60 59 59 58
Serbia Region

Source: Statistical Office of the Republic of Serbia, Municipalities and Regions in the Republic of Serbia, for the
observed years.
# Data for Kosovo and Metohija region are not available.

Rural development policy reforms and necessary institutional adjustments are of
particular importance in overcoming the transitional challenges for the Western Balkan
countries, whose economies are highly dependent on agriculture (Martinovska Stojcheska
et al., 2016). Observing the regions of the Republic of Serbia (one of the Western Balkan
countries) according to the population density criterion below 150 inhabitants per km?
(Table 1), all regions except the Belgrade Region, could be considered as extremely rural.
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Thereby, the most important and often the only activity in countryside is agriculture.
Therefore, regional and rural development policies are of particular importance to Serbia.

Serbia has a long tradition in dealing with the problems of regional development, but
the policies related to the rural areas and irregularities of territorial development have not
been sufficiently coherent. The place and role of rural development in balanced regional
development have long been unjustly neglected. The economic development of rural arcas
should be based on the model of multifunctional agriculture and the introduction of
additional activities, which will be the solution of employment outside agriculture in rural
areas. Alternatives of employment in agriculture can be seen in activities connected to the
agricultural production (food-processing industry, forest products and medicinal herbs,
healthy food, etc.), tourism (rural, ecotourism, hunting, fishing, etc.), recreation,
handicrafts, handwork, trade, culture, other service activities and similar. Apart from the
decentralization and the adequate territorial organization of state on regions, it is necessary,
to especially draw attention to detailed solving of the question of Serbian village and
elimination of traditionally established dichotomy between village-town (Todorovi¢ et al.,
2010).

Some factors can be generalized as having a key role in the increase in the scale of
rural-urban linkages. Decreasing incomes from farming means that increasing numbers of
rural residents engage in nonfarm activities that are often located in urban centres. The
main reasons for the failure of many policies that try to use rural-urban links to promote
regional development are that they were largely based on assumptions that did not
necessarily reflect the real circumstances of certain locations and the people who live and
work there. This requires a decentralized approach managed by local requirements, i.e.
policies that support the positive aspects of rural-urban connections (Tacoli, 2013).

The world is in dire need of a new rural-urban compact, one that keeps delivering
the food and fibres that the world needs, but at the same time is able to (Gutman, 2007): (a)
improve jobs and income opportunities of rural population; (b) reduce rural — urban divide;
(c) reverse the current trend of environmental degradation that is jeopardizing both people
and nature.

2. Methodology and data

This paper analyses statistically significant differences between different groups of
examined variables, using appropriate statistical tests. On the basis of territorial approach,
what can be observed is a difference between the regions of Serbia according to the
employment and unemployment, then share of imports and exports of regions in total
imports and exports of the Serbia, as well as coverage of imports by exports, the share of
regions in GDP, the investments in fixed assets for agriculture and total fixed capital
formation, and the rate of absolute poverty. The secondary data for this survey are taken
from the Statistical Office of the Republic of Serbia (Labour Force Survey, Foreign Trade
in Goods, Statistical Yearbooks and Annual National Accounts, for the observed years) and
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from the Social Inclusion and Poverty Reduction Unit of the Government of the Republic
of Serbia, 2018. Since integrated rural development and balanced regional development
require adequate linking of agriculture with other economic activities, this paper analyses
employment by regions, in the primary, secondary and tertiary sectors, i. e. linking
agriculture with other economic activities. In terms of employment by regions,
diversification of revenue generated in rural and urban areas has been observed. For these
analyses, secondary data were also taken from the Statistical Office of the Republic of
Serbia (Labour Force Survey and Household Budget Survey, for the observed years).

The analysis was conducted by examining differences between those regions, by
territorial approach, for which the Kruskal-Wallis test was used. The Kruskal-Wallis test
was used to first determine differences in employment between sectors within each region,
and then to compare sectoral employment between regions. Also, it was the most suitable
test to determine the sources of income that dominate within all rural areas of the regions of
Serbia, as well as to compare those incomes between those rural areas of the region, to
determine which incomes and in which areas are more dominant. The same comparison
was made for the urban areas of Serbia in order to compare which incomes dominate in the
rural areas of the region in relation to the urban ones.

3. Empirical analysis and results

This survey used the NUTS 2 classification for the Republic of Serbia, 2010, excluding
Kosovo and Metohija, due to unavailability of data.

Table 2: Significant economic indicators of differences between regions of the Republic of Serbia, 2010-2017

o > w v B Z 8

g 28 g5 _ps_ HtET §w, 59, 8F =

g% BL 2eiirE SE:iiEPEZicz I

S o= 5 S2c g2¢ ET 3E2 3CT2 25 ao<

£ SE ®WET SET S5ppftzEi <Lz O
Chi Square  9.69 339 2498  29.09 2564 2891 1836 2598 29.11
AsumpSig.  .021** 335 .000* _ .000* _ .000* .000* _ .000* .000* .000*

Mean Rank

Belgrade 2113 1231 1625 2850 450 2850 10.06 4.63 285
Region
Vojvodina 5 06 1756 2819 2050 1275 2038 2850 1600  20.5
Region

Sumadija and
Western 22.13 1544 1681 1250 2450 12.63 13.00 16.88 125
Serbia Region
Southern and
Eastern Serbia  10.69  20.69 4.75 4.50 24.25 4.50 14.44  28.50 4.5
Region

Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.
Source: the authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed
years.
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Based on Table 2, it is evident that Vojvodina has the highest share in exports, while
the Belgrade Region in imports. On the other hand, Southern and Eastern Serbia
participates the least in both imports and exports (p =.000), but it is second by the coverage
of imports by exports, behind Sumadija and Western Serbia, while the Belgrade Region has
the lowest coverage (p =.000). In terms of investments in fixed assets, the Belgrade Region
is the leader in comparison with others, while Southern and Eastern Serbia is in last place (p
=. 000). It is in second place in terms of investments in fixed assets in agriculture, after the
Region of Vojvodina, and the Belgrade Region is in last place (p =.000). The poorest is
Southern and Eastern Serbia, then Sumadija and Western Serbia, Region of Vojvodina and
finally the Belgrade Region (p =.000), which means that the rural regions are poorer. By
share in the structure of GDP, the order is reverse (p =.000), i. e. rural areas have lower
GDP per capita than urban areas, which is an indicator of their lagging behind in economic
development. The economic structure of rural areas is highly dependent on the primary
sector, especially on agriculture, indicating a low diversification of income and population
activities in these areas.

Based on the conducted analysis, it can be concluded that there is a statistically
significant difference between the employment rate of the regions (p =.021) and that the
highest employment rate is in Sumadija and Western Serbia, followed by the Belgrade
Region, Vojvodina and finally the Southern and Eastern Serbia region (Table 2). The
unemployment rate is the lowest in the Belgrade Region and the highest in the Southern and
Eastern Serbia region. These differences are not statistically significant, so the focus is on
employment by region, both in agriculture and in other economic sectors. It also examines
the revenue generated on this basis, both in rural and urban areas, within the observed
regions.

Employed population, in addition to persons who work in an enterprise or
organization, includes individual farmers, assisting household members, as well as persons
who do some work independently. According to the Labour Law, employed workers are
individuals employed by their employers. Table 3 shows that the most employed population
is in the tertiary, secondary and finally in the primary sector, in all regions except Sumadija
and Western Serbia (p =.000) where the population is, after the tertiary sector, the most
employed in the primary sector, so it opens the space for greater integration of agriculture
with other economic activities, and for new jobs. Table 4 (shown in the Appendix)
concludes that the most employed population in the primary sector are in Sumadija and
Western Serbia, followed by Southern and Eastern Serbia, the Region of Vojvodina and
finally the Belgrade Region (p =.000). In the secondary sector, the most population is
employed in Vojvodina, then in Southern and Eastern Serbia, Sumadija and Western
Serbia, while Belgrade Region is again at the back (p =.000), but in the first if tertiary
sector is analysed, followed by Vojvodina, Southern and Eastern Serbia and finally
Sumadija and Western Serbia (p =.000).
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Table 3: Employed population and workers, by regions and sectors of the Republic of Serbia, 2010-2017

Sumadiia Southern
Belgrade Vojvodina Hmady and
. . and Western
Region Region . Eastern
Serbia .
Serbia
Employed Chi-Square 20.480 20.489 15.585 20.489
population Asump Sig. .000* .000* .000* .000*
Employed Chi-Square 20.498 20.489 20.489 20.480
workers Asump Sig. .000* .000* .000* .000*
Business sectors Mean Rank
Primary 4.50 4.50 9.31 4.50
E:ﬂ:ﬁii Secondary 12.50 12.50 7.69 12.50
pop Tertiary 20.50 20.50 20.50 20.50
Emploved Primary 4.50 4.50 4.50 4.50
g‘opr 132 Secondary 12.50 12.50 12.50 12.50
Tertiary 20.50 20.50 20.50 20.50

Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.

Source: the authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed

years

The most employed workers in the primary sector are in Vojvodina, Southern and
Eastern Serbia, Sumadija and Western Serbia and finally in the Belgrade Region (Table 4).
The highest number of registered workers working under the Employment Contract in
primary sector is in Vojvodina, and the least in Sumadija and Western Serbia because this
region is leading by employed population, but it is in third place by the number of
employed workers in this sector. A similar situation is with the secondary sector, where the
highest number of employees is in Sumadija and Western Serbia, then in Southern and
Eastern Serbia, Vojvodina and finally in the Belgrade Region. Employed workers in the
tertiary sector have the same structure as the employed population in terms of the regions

with the highest and least employment of workers (p =.000).

Table 4: Significant differences between the regions of the Republic of Serbia in terms of employed population and
workers in the primary, secondary and tertiary sectors, 2010-2017

Employed population Employed workers

Primary Secondary Tertiary Primary Secondary Tertiary
Chi-Square ~ 27.429 22.984 22.253 26.555 28.107 21.213
Asump Sig.  .000* .000%* .000* .000%* .000%* .000*

Mean Rank

Belgrade 4.50 4.50 28.50 4.50 4.50 28.50
Region
Vojvodina 13.69 26.00 18.50 28.50 12.50 12.19
Region
Sumadija and 28.38 15.00 4.88 15.13 27.75 8.13

Western Serbia
Region
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Region of 19.44 20.50 14.13 17.88 21.25 17.19
Southern  and
Eastern Serbia

Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level
Source: Authors’ research, based on data of the Statistical Olffice of the Republic of Serbia, for the observed years.

Table 5 shows that regular salaries and pensions are dominant in rural areas of all
regions. In the Belgrade Region, after the above, the highest share in income have other
receipts and natural consumption (p =. 000). In the Region of Vojvodina the highest share
in the income, after the regular salaries and pensions, is taken up by income from
agriculture, hunting and fishing and natural consumption. The situation is similar in
Sumadija and Western Serbia and Southern and Eastern Serbia (p =.000), where natural
consumption and income from agriculture, hunting and fishing are among the highest share
of income.

Table 5: Sources of income in rural areas, by regions of the Republic of Serbia, 2011-2017

. Region of
. Region of
. Region of & . Southern and
Belgrade region S Sumadija and
Vojvodina . Eastern
Western Serbia .
Serbia
Chi-Square 71.812 76.282 77.191 74.265
Asump Sig. .000* .000* .000* .000*
Mean Rank
Regular salaries and wages 77.00 77.00 77.00 70.36
Other income 39.36 48.36 35.71 35.57
Pensions 70.00 69.86 70.00 76.64
Other social insurance 43.64 41.14 4121 38.00
receipts
Income from agriculture,
hunting and fishing 32.21 63.14 57.86 51.86
External receipts 13.14 27.71 25.79 32.79
Real estate related income 16.79 19.64 8.36 13.21
Donations and awards 30.00 12.36 20.21 15.14
Customer and investment 44.83 23.83 22.67 21.50
credits
Other receipts 61.21 33.86 48.93 51.14
Earned receipts in kind 5.86 4.00 6.93 6.36
Natural consumption 54.43 55.57 61.14 62.57

Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.
Source: the authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed
years.

Although agriculture is the dominant economic activity in rural areas of the
Republic of Serbia, the share of agriculture in rural households® income is not dominant
(Zeki¢ et al., 2016, p. 172). In doing so, rural poverty is closely linked to the high
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dependency of the rural economy on agriculture. With this in mind, to stop the negative
trends in rural areas, a more adequate rural development policy is needed, with the
application of the concept of integrated rural development, as well as greater financial and
overall institutional support for rural economy.

When looking at the rural population (Table 6), it is observed that the regular
salaries and wages are the highest in the Belgrade Region, then Vojvodina, Sumadija and
Western Serbia and finally in Southern and Eastern Serbia (p =.000), while other income
are the highest in Region of Vojvodina and the lowest in Sumadija and Western Serbia. The
pensions have the highest importance in Southern and Eastern Serbia, and the lowest in the
Region of Vojvodina (p =.000). The incomes from agriculture, hunting and fishing are the
highest in the Region of Vojvodina (real estate related incomes are also high in Vojvodina),
then in Sumadija and Western Serbia, Region of Southern and Eastern Serbia and finally in
the Belgrade Region (p =.000). External receipts dominate in Southern and Eastern Serbia,
donations and awards in the Belgrade Region, and other receipts in the Southern and
Eastern Serbia region. Natural consumption is the highest in Sumadija and Western Serbia,
and the lowest in the Belgrade Region. In terms of individual consumption of household -
food and non-alcoholic beverages, although it dominates in all regions over other
consumption categories it is not statistically significant between regions.

Table 6: Regional differences in rural areas of the Republic of Serbia in terms of sources of income and individual
consumption of household, 2011-2017
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Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.

Source: the authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed

year

Observing the urban areas of analysed regions (Table 7), it is noted that regular
salaries and wages and pensions dominate. In the Belgrade Region other income and other
receipts also have a significant share, while in Vojvodina, in addition to other incomes and
social insurance receipts, income from agriculture, hunting and fishing are also significant.
In urban areas in Sumadija and Western Serbia incomes from agriculture, hunting and
fishing are among the smallest, as well as in Southern and Eastern Serbia (p =.000).
Otherwise, in the urban areas of the regions of Serbia income from agriculture, hunting and
fishing has the highest importance in Vojvodina, although they are less important than in

rural areas.

Table 7: Sources of income in urban areas, by regions of the Republic of Serbia, 2011-2017

Sumadija and

Southern and

Belgrade Region VOqudlna Western Serbia  Eastern Serbia
Region . .
Region Region
Chi-Square 73.185 68.740 70.678 74.491
Asump Sig. .000* .000* .000* .000%*
Mean Rank
Regular salaries and wages 77.00 77.00 77.00 77.00
Other income 59.00 58.79 45.86 53.36
Pensions 70.00 70.00 70.00 70.00
Social insurance receipts 48.50 51.57 56.57 53.71
Income from agriculture, hunting  8.14 49.43 32.21 12.71

and fishing
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External receipts 31.71 32.64 32.71 40.86
Real estate related income 28.14 19.86 12.79 19.21
Donations and awards 44 .47 15.64 28.93 28.93
Customer and investment credits ~ 39.83 41.83 48.67 24.00
Other receipts 53.43 34.93 57.71 60.43
Earned receipts in kind 10.71 4.00 4.00 543

Natural consumption 14.57 31.07 24.21 30.93

Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.
Source: the authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed
years.

Revenues that are statistically significant and that differ by regions in urban areas
(Table 8) are other receipts. They are the highest in Southern and Eastern Serbia and the
smallest in the Region of Vojvodina. Income from agriculture, hunting and fishing are the
highest in Vojvodina, followed by Sumadija and Western Serbia, Southern and Eastern
Serbia, and finally the Belgrade Region. External receipts are the highest in Vojvodina and
the lowest in the Belgrade Region. Also, Vojvodina is dominated by real estate related
income over other regions, while donations and awards are the most significant for the
Belgrade Region. Customer and investment credits are highest in Sumadija and Western
Serbia, other receipts in Southern and Eastern Serbia, while natural consumption is highest
in Vojvodina and the lowest in the Belgrade Region. In terms of individual consumption of
household, urban and rural areas are dominated by food and non-alcoholic beverages, with
no statistically significant difference between regions. Income from agriculture, hunting
and fishing have the largest share in Vojvodina, then in Sumadija and Western Serbia,
Southern and Eastern Serbia, and the least importance is in the Belgrade Region.

Table 8: Regional differences in urban areas of the Republic of Serbia in terms of sources of income and
individual consumption of household, 2011-2017
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Note: The value is significant at 1% (*), 5% (*), and 10% (***) confidence level.
Source: Authors’ research, based on data of the Statistical Office of the Republic of Serbia, for the observed years.

Natural consumption, as an essential component of rural income, which is not the
case in urban areas, also differs between the regions. In rural areas it is most significant for
the Sumadija and Western Serbia, then Southern and Eastern Serbia, Vojvodina and finally
the Belgrade Region (Table 6). In urban areas it is of greatest importance for the Region of
Vojvodina and Southern and Eastern Serbia, while it is less important for Sumadija and
Western Serbia and the Belgrade Region (Table 8).

Conclusion

It is observed that unemployment in the Belgrade Region, as well as the absolute poverty
rate in this region, are lower than in the extremely rural regions (Vojvodina, Sumadija and
Western Serbia, Southern and Eastern Serbia). Thereby, the Belgrade Region has the lowest
export-import ratio, but its share in GDP is the highest. It also has the smallest investment
in agriculture, but the highest total investment in fixed assets. In all observed regions of the
Republic of Serbia, the highest employment is in the tertiary sector. In rural areas,
employment in the primary sector as well as in the secondary sector is very important,
while employment in the tertiary sector is of particular importance in the Belgrade Region.
The above points to the conclusion that all rural areas should focus more on linking the
primary sector with the tertiary, but also with the secondary, through the development of
non-agricultural activities, primarily rural tourism, industrial processing of primary
agricultural products, etc.

Although higher employment in the primary sector is in rural than in non-rural
regions of the Republic of Serbia, and since higher incomes from agriculture are generated
in rural regions, particularly in Vojvodina. These incomes are in all regions of the Republic
of Serbia behind regular salaries and wages, which are the highest in the Belgrade Region,
as well as behind pension income. The above points out that in Vojvodina, Sumadija and
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Western Serbia, as well as in Southern and Eastern Serbia the importance of primary sector,
should be increased. The importance of income generated on this basis should increase
through the affirmation of a modern approach to agriculture and occupation farmer. This
could reduce the poverty rate in these regions, while increase employment.

Looking at urban areas by regions, regular salaries and wages and pensions are the
dominant sources of income. Income from agriculture, hunting and fishing has no statistical
significance in the urban areas of the observed regions, except in Vojvodina, where they are
still very significant, but less than in rural areas.

Generally speaking, linking agriculture with the tertiary sector through the
development of rural tourism, as well as with the secondary sector through the development
of small and medium-sized enterprises in the processing of primary agricultural products,
could be best achieved in the Vojvodina, then Sumadija and Western Serbia and also the
Southern and Eastern Serbia. In the Belgrade Region the development of agriculture and its
strong integration with other sectors would not have significance and extraordinary success,
given that it is an urban region and that the primary sector, as well as agricultural revenues
are lower than in other regions. Thereby, the experience of the Republic of Serbia could be
useful for others.

The basic hypothesis of this paper is confirmed for all regions except Belgrade,
which means that in extremely rural regions, i.e. in those regions where the primary sector
is significant, it is extremely important to encourage integrated rural development concept.

Since in all regions there is a higher employment in the tertiary and secondary
sectors in relation to the primary sector, and agriculture is the dominant economic activity
in rural areas, i.e. extremely rural regions of the Republic of Serbia, they should be based
on the differentiation of employment, i.e. develop the secondary sector, through the
processing industry in rural areas, as well as the tertiary sector, through rural tourism. On
the basis of such employment, more non-agricultural income would be generated. Given
that these incomes dominate in rural as well as urban areas, this would reduce the
difference in relation to urban areas.

Raising the capacity of the poor to participate in the better-paid types of rural
nonfarm employment (RNFE) is crucial - via employment skills training, education,
infrastructure, credit, etc. RNFE has grown fastest and been most poverty-alleviating where
there are dynamic growth motors, in particular in the agricultural sector, but also in tourism,
links to urban areas, mining and forestry (Reardon et al., 2001).

The Belgrade Region in relation to other highly rural regions in Serbia dominates in
terms of employment in the tertiary sector, while rural regions are more dominant in terms
of primary and secondary sector, so in these regions it is necessary to develop processing
capacities of agricultural products and connect agriculture with industry and tertiary sector
(through rural tourism, delivery of produced organic products, handicrafts and other sights
of rural areas).
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Emphasis needs to be on the importance of designing a development strategy that
links agriculture and other sectors. Over the longer term, thriving industrial and service
sectors are required so as to sustain the dynamism of the whole economy and achieve the
eradication of rural and urban poverty. Agriculture has inherent limitations as an engine for
growth over the longer term while industry has a greater potential to generate technological
innovations. Services play an increasingly vital part in the generation of innovations as well
as in the diffusion of knowledge and information which will raise productivity in
agriculture and industry. Services can also provide a bridge between agriculture and
industry (Kay, 2009).

Programmes for rural development should aim to enhance the contribution of both
agricultural and non-agricultural sectors to poverty alleviation by strengthening linkages
between the sectors (Makhura, 2001). This is especially important because all rural areas
are dominated by income from employment, as well as pensions (acquired on the basis of
length of employment), although agriculture is the dominant economic activity in these
areas. Therefore, the population of these areas should have jobs on the basis of which they
will earn that income, and these jobs can be created in these areas by developing industry
(processing facilities for agricultural products), as well as developing rural tourism and
agencies by local governments that will promote these areas in the country and the world.

Rural development is a multidimensional phenomenon. Local government is often
the centrepiece of rural political systems. Interventions to reconfigure local government are
therefore quintessentially rural development initiatives (Douglas, 2005). Non-farm incomes
dominate in urban areas, which is additional reason for their support in rural areas, too, in
order to minimize the gap between these areas.

Rural—urban linkages play a crucial role in the generation of income, employment
and wealth. It should be noted that many people in rural areas engage in urban activities,
such as manufacturing and service provision and, likewise, many people in urban areas
engage in agricultural production, either for household consumption or for sale or both. The
rural and urban economies are therefore interdependent and complementary. Rural and
urban development must be brought together in the planning process and an attention
should be given to the decentralization of government. Stronger rural-urban linkages could
play a crucial role in poverty reduction and sustainable development in developing
countries (Akkoyunlu, 2015).

As revenues from agriculture are more pronounced in rural areas than in urban areas,
the development of other sectors in rural areas should be done in cohesion and connection
with the agricultural sector, adoption of relevant strategy and involvement of the local
governments.
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