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Abstract: The importance of regional development in creating competitiveness of economy is 
talked about more often. In this work there is an attempt to give a topical answer within defining 
all needed activities at the level an economy so that its competitive position is made. One of the 
main aspects of this work is putting an accent on systematic activity of different levels in creating 
competitive position for economy. At lower system parts the environment has to be defined, and 
then according to such an analysis an optimal combination of factors. A contemporary approach 
to the development and a significance of each system level in the concept are shown. The material 
has been reinforced by a part of investigation and analysis of influential factors for the starting of 
regional economic development in Danube Valley area. 
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1. INTRODUCTION – REGION DEFINING AND CONCEPT OF REGIONAL 
DEVELOPMENT  
 
 Regional development means process of starting, structuring and reaching the 
sustainable development, where it is important to take into account very complex regional 
situation and apply adequate actions and instruments. In most cases region is defined as 
geographical area smaller than national territory where it is placed. Therefore, region can 
be one municipality, more municipalities or states. Regions do not have to match with 
administrative borders, because their scope of definition depends on what they refer to: 
labor market area, area of river basins and similar (Cameford & Callagham, 1985). 
 Region, also, can be observed from the aspect of more countries. Example: during 
the economic crises at the end of 70s and beginning of 80s, when Western European 
enterprises became less competitive comparing to enterprises in USA and Japan, a time of 
recession in European economy has started. In order to find the way out of such situation, 
it was necessary that Western European countries act with joint coordinated actions, 
because individual actions did not give proper results. In that sense, European Council in 
1984 in Fontenblo concluded that it was necessary to speed up regional integrations. 
During the next year, a Consolidation Plan was defined and the Commission with Jack 
Delor as its Head, was formed. As a result, Delor package 1 (1989-1993.) and Delor 
package 2 (1993-1999.) was made. Some of the effects of joint activities can be seen in 
the following chart: 
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Chart 1. Increase of GDP in four poorest country members of EU 

 
  
Source: European Commission http://europa. eu.int/comm/regional_policy/sources/ 
docof.c/of.cial/reports/pdf/taba 
 
 There are three levels in strategy management on which decisions of strategic 
importance are made. These levels are: business system levels, specific businesses levels 
and business function levels. Moreover, there are also social strategies (Cameford & 
Callagham, 1985). In that case we speak about local, regional or national strategy of 
economic development.  
 National strategy is focused on national economic development and does not 
consider development of specific local or regional areas as very important. Besides that, 
influence of national strategies on lower levels is big, especially in respect to macro 
economy and monetary policy. National regulations and national tax policy have 
enormous influence on the establishment of entrepreneurial climate at local or regional 
levels. In that respect decentralization of specific functions and transfer of responsibilities 
to lower levels is part of the national strategy.  
 Regional level of strategic support to enterprises is based on organizational, 
management and technological needs of business system: strategic management, 
production organization, technology development, product development and value chain 
organization (Jőrg Meyer/S., 2002). 
 A need for establishment of in-between level (local and regional), as systematic 
support for enterprises development is based on the fact that enterprises on local level 
build competitive advantage mostly as one location advantage. This results in the need 
for regional or local enterprises to unite, which is the only proper way to compete strong 
global competition. This leads us to the conclusion of necessity to build up and support 
proper business environment on regional and local level, as well as to organize new way 
of strategic management. This is basic and most important task of in-between level where 
it is necessary to harmonize structure and strategy (Smilor W. R., 1996).   
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Picture 1. Levels of systematic influence on economical development 
 
 Due to fact that above mentioned approach of local level development results in 
conflict of interest among participating subjects, it is of strategic importance to establish 
local configuration and clear definition of common goals among all participants in local 
economic development and to create adequate organizational structure and development 
strategy.  
 
Table 1. Stimulating measures of different instances 
Municipality 
  

Quick and simple registration of shops. Financial help. Tax relieves. Two 
years of exemption from paying levies. Easier approach to buyers. 
Business work space. Regular distributing of competition. Investment 
credits. Linking with backers. The return of self-confidence to inhabitants. 
Illegal business control. 

Region    References. Relationship with stronger distributors. Co-operation with the 
state. Linking of entrepreneurs in the region and with other regions. 

State 
  

Non-refundable means for the start. Reduction of documentation 
necessary for permission acquisition. Exemption from paying levies in the 
first year. Marketing – sales, the relationship with strategic partners. Non-
returnable help. Long term credits. Conversion course work. Legal 
regulations. Lower taxes at the beginning of the project. Better exchange 
with foreign partners. Fight for visa abolishment. 

Entrepreneur 
organization 
 

Help in finding clients. More care about membership. Help in capital. 
Better relationships with entrepreneurs. Help in finding a new program. 
Help in marketing. Linking of allied organizations. Mutual support and 
resources renunciation. Linking of entrepreneurs and mutual approach to 
the state and banks and struggle for better conditions. 
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 Furthermore we can say that in almost all developed countries there are means 
(Entrepreneur incubators, technological parks, methodologies of development) aimed at 
start up of businesses, which most directly influence the start up of the regional and local 
economic development. The lack of such means in Serbia presents the limiting factor for 
the development of small enterprises. International organizations, such as USAID and 
HELP have assistance programs to small enterprises in Serbia as small grants for start 
ups, but they are limited to individual target groups and certain regions. Norwegian 
organization 'Jarenprodukt Udvikling' provides consulting services, establishes 
Cooperatives and provides means for Cooperative Fund for its members (in Serbia it is 
limited only to two municipalities, Kragujevac and Bac).  
 At the end it should be emphasized that in the context of further economy 
development, which is based on small enterprise development, there is a need for foreign 
and state development institution support, but first of all it is necessary that enterprises 
receive support from regional and local levels. 
 
2. THE IMPORTANCE AND INFLUENCE OF STATE IN STRATEGIC 
ECONOMY DEVELOPMENT OF REGION  
 
 Government support to the development of regional economy subjects depends 
first of all, on the concept and activities of regional and local development carriers and 
their wish for faster and better development of its own economic environment. It means 
that Government provides general development subsidies but its realization mostly 
depends on regional factors. Regional factors can be as follows: local administration, 
local enterprises, the other subjects interested in local development and, unavoidably, 
Universities if existing in the area.  
 Strategies created by the Government consider development of national economy 
as the main goal, but at the same time, it is good support to local economic development, 
too. Primary support to enterprises and the local economy from the national level is in 
creation of regulatory infrastructure, with which Government provides general 
development conditions, and local factors are obliged to create and make development 
policy which can be applied in a best way in existing conditions. Also, the Government is 
in charge of the regulation of tax policies and tax obligations, which can be of crucial 
stimulation for favorable or unfavorable development of the local economy.  
 Furthermore, building of infrastructure is under authority of the republic 
administration, which can be important for future development of lower levels 
jurisdiction. 
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Picture 2. Model of economic development organization and Concept of Governmental 

support to local and regional economic development and expected feedback effects 
(Vojnovic et al., 2009) 

 
 National development programs, defined by the Government, are strategically 
directed at the improvement of the global economy. Certainly, the interest of these 
programs is the development of regional economies which clearly supports the entire 
development and presents its constitutional element.  
In line with the above mentioned, regions are stimulated to create their own development 
strategies in order to be able to expect financial or any other support. 
 
3. EFFECTS OF THE MEDIUM – LEVEL ON DEVELOPMENT STRATEGY 
CHOICE  
 
 The newly established circumstances especially in the economies in transition 
suppose wider scope of support to company development. Being aware of the fact that the 
economies are focused mostly on two levels - macro and micro levels - leads to the 
conclusion that this is not enough, especially in case of fragile economies in the course of 
re-structure and transformation. Gap between the macro & micro levels and effective 
coordination between the two, very often presents an extremely huge obstacle for many 
businesses for whom this may be one of the main reasons of their disappearance from the 
economic scene and definite ruin.       
 Thus, it is necessary to define the local development alliances at the medium level 
as the adequate support to the business development within those frames. The medium 
level is therefore the optimal level of significant influence on business strategies 
definition in the companies operating within those frames. This confirms the supposition 
made by Jorg Meyer Stamer according to which on the global economy competitors to 
each other are not individual businesses but groups of industrial companies with network-
shaped organization and development schedule depending primarily on the economic and 
other potentials of only one location. Because of ever stronger pressure from the higher 
levels and the severe competition local and regional communities feel it necessary for 
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their regions to develop and support business environment to protect their own economies 
(Jőrg Meyer/S., 2001). Logical consequence is the obligation of the local factors to 
improve and make faster privatization process because in the opposite case businesses 
with the present business strategies and way of function are incapable of being 
competitive to the highly developed economies and their business. This is why the 
regional economic development is so important. Proof of this is that in the recent years 
large number of development coalitions has been established almost all over the world.  
 
4. IMPORTANCE OF DEVELOPMENT MEANS IN LOCAL ECONOMIC 
DEVELOPMENT – A practical example from the Danube region 
 
 At the local level development there are subjects of local factors and of micro 
level. At the micro level - the level of company these activities encourage the 
construction of competitiveness: 
 

- organizing production in order to effectively operate, 
- organization of product development in terms of quality and innovation more 

frequently, 
- organization of production and services, 

 
 Increasing demand for better quality products led to the need that the company be 
reorganized to be able to meet the demand. To increase the quality, size and efficiency at 
this level, extensive changes in these areas are required. The local community, providing 
business support through development funding, most notably entrepreneurial incubator, 
provides important support in this process. A practical example of such support of local 
economic development follows. 
 Entrepreneurs’' incubation support has stimulative influence on those making the 
decision to start a business, their operation and survival in business, and helps in 
realization of a good business idea.  Thus, the main business incubator effects are: in 
more rapid and easier starting, easier access to financial sources and creditors in the start-
up phase; advisory and educational assistance to newly established companies; easier 
access to domestic and foreign markets by enabling fast connecting and development, etc.  
In addition to the effects imposed on the enterprises, one can expect certain effects on the 
local, regional and wider community. Among the major effects there may be: VAT-based 
income for the municipality, region and republic; newly opened jobs; income made on 
personal income of the newly employed labor; faster community development, etc.  
 Potential beneficiaries of a business incubator may be: entrepreneurs, newly 
established micro and small enterprises, as well as the cooperatives and/or cooperative 
organizations performing the registered activity for longer than a year, and the existing 
rapidly growing enterprises oriented towards the business process innovation and new 
technologies which, applied by the enterprises performing their registered activity for not 
longer than a year, to support their rapid development and increase the number of 
employees.  
 Business incubation through small enterprise breeding is in direct relation with the 
local and regional development. One of the major economic development target groups 
on this level is new business initiation and entrepreneurship promotion.  
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Picture 3. Target groups of Local Economic Development [www.viram.de] 
 
 Business incubation is a process of dynamic development intended to initiate 
development of economies, especially and primarily the local and regional ones. This 
process minimizes the number of enterprises ruined in the first (start-up) phase of their 
life cycle. The start-up phase of an enterprise is the most difficult phase for its business 
operation and also the phase in which the enterprise is most easily hurt due to the reasons 
resulting from: lack of professional experience, lack of knowledge, inadequate 
technology, lack of financial sources for investment in production and development, 
having no access to any credit source, foreign capital, etc. Percentage of the enterprises 
ruined in these circumstances, is approx. 80%, while in business incubation the 
percentage is about four (http://www. Zchfp.sk-vusapl.html) times lower i.e. 20% approx. 
Also, entering business incubators, i.e. being "incubated" enables faster growth and 
development of the enterprise itself and, its direct influence on the employment rate 
increase and the entrepreneurship idea realization.           
 Last 30 years were significant by an increased number of business incubators 
recorded in many developed countries and, also, by the first positive steps made in those 
less developed countries.  
 For example, Germany had its first center established in 1983, and now, there are 
more than 200. In the USA - there are over 500. China was the first communist country 
that understood the importance of the centers for development, so that they have about 70 
centers there. Through its entrepreneurship and innovation centers (European Business 
and Innovation Centre Network) EU, is giving support to over 180 business centers in EU 
member-countries.  
 However, satisfactory development incubators operation requires support and 
development of agencies for regional development. Incubators should be based on 
partnership of the private and public sectors, including everyone interested in 
development of economy - from national to local and individual level.   
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Picture 4. Composing elements for functional operation of small enterprise incubator 
(Vojnovic, 2006.) 

  
 This means that countries in development should understand the importance of the 
support given to small enterprises and also to have their activities oriented accordingly, 
and especially in the part related to establishment of institutions for development and 
support of newly established small enterprises. As a rule, even these organizations are 
short of experience since they are also in their initial (start-up) phase, having no certain 
knowledge applicable in practice, and that is why they should base their activities upon 
the experience of the developed countries and also to be capable of situational adjustment 
according to the existing economy (commercial) and other circumstances.  
 
4.1. Short Preview of the Area 
 
 The analysis of the necessary support for the future business subjects of regional 
and local economic development in Danube Valley area is presented in this part. The 
objective of the survey was to find out what the necessities of potential entrepreneurs 
were, in order to create a feasibility study of the entrepreneurial incubator in Smederevska 
Palanka.  
 The Danube Valley area is one of the smaller ones according to the surface, but it 
is in the top according to the population density per km² and the number of towns and 
villages in the Republic of Serbia.  
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Table 2. Space and demographic in the Danube Valley Area 
 
Name of the 
municipality 

Velika 
Plana 

Smederevo Smed. Palanka The Danube 
Valley Area 

Surface in km2 345 481 422 1248 

Number of 
inhabitants 1991 

47.341 110.768 57.947 216.056 

Number of 
inhabitants 2002 

44.470 109.809 56.011 210.290 

Number of 
inhabitants 2002/99 

-2.871 -959 -1.936 -5.766 

 
Source: Statistical Yearbook RS, 2006/2007., The Republic Institute for Statistics RS 
 
 There are 2 806 companies doing business in various activities in the area. The 
most significant business systems are Sartid and Gosa, which are at the same time the 
biggest generators of the economic development. 
 Gross social product of the Danube Valley area in relation to the republic average 
was 81.56% in 2002, whereas in 2005 it decreased to 45.25%. By buying Sartid from the 
part of US-Steel, the national income in industry, especially in Smederevo, was increased 
in 2004. On the basis of data from Regional Chamber of Commerce of Pozarevac, the 
realized physical volume of industrial production in the region in 2004 has increased for 
16.5% in relation to 2003. In 2009, the activities of industry decreased because of the 
reduced production in Smederevo Ironworks.  
 
Table 3. Number of founded companies according to activity sectors Industry 
 

Industry 198 
Agriculture 92 
Construction 90 
Trade 513 
Education 562 
Social-political organizations 541 
Other   810 
Total:  2806 

 
Source: Statistical Yearbook RS, 2006/2007., The Republic Institute for Statistics RS 
 
The number of employees in the companies of the area and the number of self-employed 
is 45.799 workers. 
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Table 4. Number of employed and self/employed in the Danube Valley Area firms and 
organizations 
 

Name of the 
municipality 

in firms and 
organizations 

Entrepreneurs 
and their 

employees 

Total  

Velika Plana 4.877 2.598 7.475 
Smederevo 18.352 9.147 27.499 
Smed. Palanka 6.956 3.869 10.825 
The Danube 
Valley Area 

30.185 15.614 
45.799 

 
Source: Statistical Yearbook RS, 2006/2007., The Republic Institute for Statistics RS 
   
 According to the Monthly Statistical Bulletin of the National Service for 
Employment from 2008, the number of the unemployed in the Danube Valley area was 
18.590 in March 2008, whereas that number was 24.782 in 2005. It is evident that in the 
mentioned period there was a decrease in the number of the unemployed, so the index 
was 0.75. It is characteristic that there were 44% of the unemployed who were looking for 
the job for the first time, 29% were younger than 30, and even 41% of them were without 
any qualification whatsoever.  
 
4.2. Regional Economic Development of Danube Valley Area –The survey about the 
support necessary for the starting of entrepreneur activities 
 
If there was an organization which would provide services from various areas at 
subsidized prices, from which area would we need the services? 
 
Table 5. The need for services at subsidized prices 
 

Necessary services at subsidized prices Number of potential 
entrepreneurs 

Finance, book-keeping and accounting 22 
Legal regulations 15 
Using computers in business 14 
Business plan 13 
Marketing and sales 11 
Entrepreneurship     10 
Technical and technological knowledge 10 
Help in finding new markets 10 
Management 6 
Standards 6 
Export-Import activities 6 
Foreign languages 4 
Personnel, human resources management 2 
Business processes 2 
Livestock industry, training and consulting 2 
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Chart 2. The need for services at subsidized prices 
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  It can be clearly seen from the table that the greatest number of interviewees 
would use book-keeping services (22), then legal services (15), using computers in 
business (14), business plan creation services (13), marketing and sales services (11), help 
in finding new markets services, and then services in the field of entrepreneurship, 
standards, management, etc. 
Why do we need the support? 
 
Table 6.  Needs for support 

Reasons Number of potential 
entrepreneurs 

% 

Business space 6 11 
The interviewees declared that they 
needed the support first of all for 
additional financial means 

14 
26 

Help in marketing 12 22 
Giving specific knowledge and/or 
relationships 13 

24 

And only after that for additional 
equipment 8 

15 

And least for the ceding of the 
technology and license 1 2 

Hardware, installation and maintenance 2 
Ecology 2 
Plant production in protected space 1 
Soil renting 1 
Vegetable growing, training and consulting 1 
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Chart 3. The representation of the needs for support 

  
 
Membership in entrepreneurial organizations? 
 
Chart 4.   Membership in entrepreneurial organizations 

  
 
The majority of interviewees – 85% declared that they are not, but they would like to 
become a member of an entrepreneurial organization; 13% of them did not want the 
membership. 
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Chart 5. The representation of stimulating measures for starting one’s own business 

 
 
 The interviewees would start their own business if they got interest-free 
development credits 24%, one-time-only help from the state 21%, a better approach to 
investment credits of banks 14%, possibility of linking with strategic partners 14%, lower 
interest rates 11%, facilities in securing guarantees and better approach to one-time-only 
bank credits 9%. 
 If they were given help under privileged conditions, in what time would they 
become independent and do well? 
 
Chart 6. The time needed for becoming independent and doing well 

 
The interviewees declared that they needed subvention in the first year 54%, in the 
second year 29%, and only 2% i.e. 3% in the fourth and fifth year. 
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5. CONCLUSION 
 
 The establishment of the regional economy competitiveness based on financing 
from the state level (traditional principle) with the aim of economy improvement in 
specific areas did not prove to be efficient. Big investments have been made, but they did 
not result in development. New approaches to regional development have different 
implication: the initiative comes from regions itself while the state gives support. The 
support to regional development has the characteristic of interest. The aim of the state is 
to support regional development expecting the effects which should come as the result of 
development.  
 Regional development becomes organized by creating institutions through 
regional agencies for development with the net of departments on municipality level. 
Agencies for development should create coalition with all subjects that have an expressed 
interest in development. It is necessary to make the closest cooperation with chambers, 
not neglecting the rest of participants. By envisaging and analyzing factors that are 
predominant in the region, it is possible to reach the facts on the basis of which the 
priority of objectives and strategies is defined. In regional development it is necessary to 
use new development means and development methodologies. 
 This kind of development concept is practical, because it includes all those who 
want to co-operate, it does not cost much and gives results, which is of special 
significance for undeveloped countries. On the basis of the survey (only on the presented 
part), the conclusion is that potential entrepreneurs need support mostly in capital and 
knowledge. 
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