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A comparative study of regional strategies
of northeast Asian countries
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ABSTRACT

After the global financial crisis in 2008, the US and Europe have experienced
anemic economic growth, whereas Northeast Asia has become the most eco-
nomically dynamic region worldwide. The region faced such challenges as
rapid economic globalization and regional economic integration, in-depth
adjustment of global economic and trade patterns, the Obama administra-
tion’s Asian Pivot strategy, and domestic economic transformations. To ad-
dress these challenges, Northeast Asian countries put forward development
plans and regional strategies: Japan's Abenomics since 2012; China’s Silk Road
Economic Belt and 21 Century Maritime Silk Road since 2013; South Korea’s
Eurasian Initiative proposed by President Park Geun-hye in 2013; Mongolia’s
Prairie Road Plan since 2014; Eurasian Economic Union led by Russia since
2015; the TPP revived by Japan as CPTPP after the US withdrawal; and the
New North policy proposed by South Korea’s newly-elected president Moon
Jae-in in 2017. These projects reflect the countries’ determination to play a
more active role in the bilateral and multilateral cooperation in the region.
The regional strategies are shaped by each country’s specific economic condi-
tions, geopolitical and diplomatic needs. Although these strategies are some-
what competitive in such aspects as resources and influence, they also offer
more prospects for cooperation and integration of regional economies.
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ceBepoasnaTCKuX CTpaH
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PE3IOME

IMocne rmobanbHoOro ¢uHancoBoro kpusuca B 2008 r. CIITA n EBpoma cron-
KHY/IMCh CO CHIDKEHMEM TEMIIOB 9KOHOMIYECKOTO POCTa, B TO BpeMs Kak Ce-
Bepo-BocTounasa Asus cTajma caMbIM PETMOHOM C Hamlydlleil JUMHAMMUKON
9KOHOMMKI B MIpe. PErMOH CTONKHYJICS C TAKVMMM ITpo6/IeMaMy, KaK CTpeMU-
Te/IbHAsI 9KOHOMMYECKas IJI00a/IM3alsA U PervioHaIbHasA SKOHOMUYECKas NH-
Terpauys, yrryoJaeHHas aflanTalys I7T00aIbHbIX 9KOHOMIYECKIX Y TOPTOBBIX
Moperelt, crpaTerns agMuHUCTparyy O6aMbl «A3MaTCKas OCb» Y BHYTPEH-
HIe 9KOHOMIYEeCKIe TpeoOpazoBanys. [IJIs pelieHNs 3TUX Ipo6IeM CTpaHb
Cesepo-Boctoynolt Asuy BBIIBMHYIN PAJ, IFIAHOB PA3BUTUA M PETMOHANb-
HBIX CTPATETuil, CPeny KOTOPBIX: AMOHCKAs «Abernomuka» 2012 r., KUTacKue
IIpoeKThl «HOBBII I1e/TKOBbII Ty Th» U «MOpCKoi 11e/1KoBBIiT IyTh XXI Beka»
2013 r; r>KHOKOpericKas «EBpasuiickas MHMIMATMBa»; MOHTOJbCKMIA ITaH
«IIpeitpu-poyn» 2014 r.; «EBpasmitckmit 3KOHOMMYECKMIT cor3» 2015 ., BO3-
rnaBisieMblit Poccueit; o6HOBIeHHOe oce Bbixoga CIITA TpaHCTHMXOOKeaH-
CKOe TTIapTHEPCTBO; U, HAKOHEll, TIONMUTIKA «HoBOro CeBepar, MpefoKeHHasA
HefaBHO n30panHbIM npesupeHToM F0xHoit Koper My Wka VoM B 2017 1.
OTU IPOEKTHI OTPAXKAIOT PEIIMMOCTD CTPaH UTpaTh 60jiee aKTUBHYIO POJIb B
IBYCTOPOHHEM M MHOTOCTOPOHHEM COTPYJHMYECTBE B pernoHe. Pernonann-
HBIE CTPATEIMM OINPENENIAITCA KOHKPETHBIMY SKOHOMUYECKIMM YCTOBUAMMU
Ka>KZ[0J CTPaHBI, TeOMOMUTIYECKUMI Y AUIJIOMATIYeCKUMI ITIOTPEOHOCTMIL.
XO0TA 9TH CTpaTerny HeCKONbKO KOHKYPUPYIOT B TaKMX aclleKTaX, KaK pecyp-
CbI U B/MsIHME, OHM TaK)Ke IIPe/IaraioT OoyIbliie BO3MOXKHOCTEN! AJIsi COTPYA-
HIYECTBA U MHTErPALIAY PETVOHA/IbHBIX SKOHOMUK.
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Introduction

Throughout its history, Northeast Asia has
been dynamically developing and has been an
arena for complex relationships and geopolitical
tensions. On the one hand, problems like North
Korean nuclear weapons, island disputes, and
superpower games create uncertainty of deve-
lopment; on the other hand, the centre of glob-
al economic growth is moving eastwards, which
turns Northeast Asia into the locomotive of the
world economic development. Countries in the
region devised their plans of national develop-
ment and regional strategies, which brought
about a complex pattern of regional economic
cooperation.

Regional strategies and the recent
progress of Northeast Asian countries

In 2013, Chinese President Xi Jinping first
proposed The Belt and Road Initiative, which
focuses on the idea of peace and cooperation,
openness and inclusiveness, mutual learn-
ing and mutual benefit as the incarnation of
the Silk Road spirit. The platform of the Ini-
tiative is provided by the Asian Infrastructure
Investment Bank and the Silk Road Fund. The
central concept for the Initiative is the commu-
nity of common destiny [1]. Over the past four
years, the positive role of the Initiative has be-
come obvious as it gained the support of over
a hundred countries. The Initiative differs from
the existing rule-oriented regional coopera-
tion mechanisms because it offers a new deve-
lopment-oriented mode, which provides Eu-
rasian countries with an open platform for coop-
eration and integration of resources.

The Belt and Road Initiative comprises six
economic corridors with China-Mongolia-Russia
Economic Corridor as the cornerstone. In June
2016, the heads of the three countries - China,
Russia, and Mongolia — signed the Draft Plan of
the Construction of China-Mongolia-Russia Eco-
nomic Corridor. Since then, the common concern
of the three partner countries has become the
question of how to integrate the Belt and Road
Initiative, Russias Trans-Eurasia Railway and
Mongolia’s Prairie Road. The Economic Corridor
is expected to strengthen their trade relationships,
facilitate the exchange of human resources and
promote common prosperity; it serves as a model
for strategic integration and cooperation between
countries in Northeast Asia [2].

G R-ECONOMY 4

As a major economy, Japan is closely connect-
ed with the United States in the political sphere
and in terms of security, which makes it diffi-
cult for Japan to find its proper place and identi-
ty and makes Japan sway between East Asia and
Asia Pacific. From the East Asian Community to
ASEAN +6 (Comprehensive Economic Partner-
ship for East Asia - CEPEA), from the Regional
Comprehensive Economic Partnership (RCEP) to
the Trans-Pacific Partnership (TPP), the constant
goal of Japans economic strategy is to fight for
dominance in the trade of the Asia Pacific region.
In March 2013, Shinzo Abe’s administration, de-
spite the protests of the domestic opposition, for-
mally declared Japan’s entry into the Trans-Pacific
Partnership, the US-led twenty-first century trade
agreement as its twelfth participant.

Japan is interested in the TPP not only be-
cause it seeks to dominate in the sphere of trade
and investment but also because its government
wants to counter the growing influence of China
in Asia-Pacific, which coincides with America’s
Asia-Pacific Rebalancing strategy [3]- U.S. Presi-
dent Donald Trump quit the TPP soon after he
took office in 2017. After that, Prime Minister
Shinzo Abe in vain tried to persuade America to
return. Failing to do so, he decided to revive the
TPP. In November, the eleven remaining mem-
bers decided that they would continue to move
ahead without the US. A new free trade agreement
Comprehensive Progressive Trans-Pacific Partner-
ship (CPTTP) will be signed after the conclusion
of negotiations. Although the scale of CPTPP has
reduced significantly, Japan’s intention to take the
lead in this new Asia-Pacific economic coopera-
tion system remains unchanged.

South Koreas Eurasian Initiative is an im-
portant international cooperation initiative and
national development strategy, which was pro-
posed by former President Park Geun-hye in Oc-
tober 2013. It aims to expand South Korea’s for-
eign trade and promote the country’s economic
and trade cooperation with European and Asian
countries for sustainable development of Eurasia
[4]. As a neighbor and strategic partner of Chi-
na, South Korea has been actively participating in
China’s Belt and Road Initiative. In March 2015,
South Korea decided to join the Asian Infrastruc-
ture Investment Bank. South Korea is also actively
involved in promoting the free trade agreement
(FTA) between China, Japan, and South Korea.
In December 2015, China-South Korea FTA came
into effect, which had a positive impact on Chi-
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na-Japan-South Korea FTA negotiations and was
beneficial for South Korea’s economic integra-
tion in Northeast Asia. However, the influence of
the situation on the Peninsula and the US-South
Korean alliance have soured the close economic
and trade relations between China and South Ko-
rea. In September 2016, South Korea, despite the
strong opposition from China, Russia and other
neighboring countries, allowed the US to deploy
its THAAD missile system on its territory. Since
then, the relationship between China and South
Korea have deteriorated. In March 2017, the im-
peachment of President Park made the Eurasian
Initiative face an uncertain future. In September
2017, the incumbent president Moon Jae-in intro-
duced the New North policy, which aims to con-
nect the Korean Peninsula, the Russian Far East,
Northeast Asia and Eurasia continent. This policy
is expected to enhance economic cooperation in
the region, eventually resulting in an integrated
regional organization similar to the EU, which
would allow the countries to ease the geopolitical
tensions and achieve common prosperity [5].
Russia is a big Eurasian country, whose eco-
nomic interests are largely oriented towards the
EU. Since 2014, the economic sanctions imposed
by Western countries and the following eco-
nomic downturn forced Russia to start seeking
new strategic support and opportunities for eco-
nomic cooperation in Asia-Pacific. In January 1,
2015, the Russian-led Eurasian Economic Union
was established. It is expected that this treaty will
lay the foundation for multilateral integration
within the CIS region, compared to that of the
European Union [6]. It is also planned that the
Eurasian Economic Alliance will provide a free
flow of goods, services, personnel and funds by
2025. The ultimate goal is to create a suprana-
tional alliance and to form a single market.
Russia has launched a series of projects to
accelerate the development of the Far East, to
stimulate the transition of the Russian economy
and create a more advantageous environment
for attracting investment from the Asia Pacific
countries. In addition, Russia is also promoting
economic and trade exchanges with China and
other Asian Pacific countries, actively partici-
pates in the construction of China-Russia-Mon-
golian Economic Corridor, in the strategic inte-
gration of the Belt and Road Initiative and the
Eurasian Economic Union. In June 2016, in his
speech at St Petersburg International Economic
Forum, President Putin called for the establish-

G R-ECONOMY 4

ment of the Eurasian Partnership, which should
include the Eurasian Economic Union, India,
Iran, South Korea, China and CIS countries. The
Eurasian Partnership is a logical continuation of
the Look East strategy, expansion of the Eurasian
Economic Union, and the companion volume of
the Belt and Road Initiative [7].

Located between the two great powers of
China and Russia, Mongolia occupies an import-
ant geographical position. In order to revitalize
its economy, promote industrial innovation and
develop its energy and mining industry, Mongo-
lia proposed the Prairie Road plan in September
2014. The plan comprises five projects of build-
ing an expressway connecting Russia and China,
electric circuit, natural gas and oil pipelines, and
an electrified railway across Mongolia [8]. The
idea behind the plan is to strengthen partner-
ship with Eurasian countries in logistics, energy
and trade and to integrate into the Asia Pacific
economic through the construction of modern
infrastructure. In May 2017, Mongolian Prime
Minister Jargaltulga Erdenebat expressed will-
ingness to participate in mutually beneficial co-
operation within the framework of the Belt and
Road Initiative. The two governments signed the
memorandum of understanding Integration of
Mongolia’s Development Road and China’s Belt
and Road. Development Road is the new name
for Prairie Road project, with the basic connota-
tion unchanged [9].

A comparison of regional strategies
and development trends
of Northeast Asian countries

After the global financial crisis in 2008, the
US and Europe experienced anemic economic
growth, whereas Northeast Asia has become the
most economically dynamic region worldwide.
The region faced such challenges as rapid eco-
nomic globalization and regional economic inte-
gration, in-depth adjustment of global economic
and trade patterns, the Obama administration’s
Asian Pivot strategy, and domestic economic
transformations. To address these challenges,
Northeast Asian countries put forward develop-
ment plans and regional strategies: Japans Abe-
nomics since 2012; China’s Silk Road Economic
Belt and 21" Century Maritime Silk Road since
2013; South Korea’s Eurasian Initiative proposed
by President Park Geun-hye in 2013; Mongolia’s
Prairie Road Plan since 2014; Eurasian Economic
Union led by Russia since 2015; the TPP revived by
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Japan as CPTPP after the US withdrawal; and the
New North policy proposed by South Korea’s new-
ly-elected president Moon Jae-in in 2017. These
strategies reflect the countries’ determination to
play a more active role in the process of bilateral
and multilateral cooperation in this region [10].
The similarities and differences of these strategies
are largely determined by each country’s different
economic, geopolitical and diplomatic needs.

The Belt and Road Initiative, covering more
than 64% of the world’s population, is the larg-
est in scale since it is open not only for countries
located along the Belt and Road but also for any
other countries willing to participate. After the US
quit the TPP, the new, Japan-led CPTPP now in-
cludes eleven members in Northeast Asia, South-
east Asia, Oceania, North America and South
America. This organization follows the diplomat-
ic concept of global diplomacy proposed by Abe’s
administration. The Eurasian Partnership led by
Russia has expanded the geographical range of
the Eurasian Economic Union from the six for-
mer Soviet Union countries in central Eurasia to
all Asian and European countries and regional
economic organizations. South Korea’s Eurasian
Initiative is focused on the Korean Peninsula,
Russia and China, while the New North policy is
designed to create an economic community ex-
tended to the Northeast Asia and even to Eurasia.
Mongolia wants to play a more active role as the
Eurasian land bridge which connects Northeast
Asian countries with those in Central Asia, West
Asia and Europe through the Prairie Road [11].

Unlike other FTAs in Asia Pacific region,
the TPP has high standards on labour, the en-
vironment, rules of origin, intellectual property,
and government procurement. Compared with
the TPP, the Belt and Road Initiative is more
development-oriented as it seeks to integrate
the resources of regional countries and achieve
common development and prosperity [12]. It is
a global public product created by China and
jointly built by the participating countries. Rus-
sia’s Eurasian Economic Union is an institution-
al regional integrated cooperation organization
system of high geopolitical significance. The
Eurasian Partnership is an economic develop-
ment initiative aimed at promoting integration
in Eurasia. Both South Korea and Mongolia’s
development in Northeast Asia region is closely
related to big power politics, which means that
both of their policies seek strategic integration
with China and Russia.

gl R-Economy 4

As for strategic goals, the TPP aims for big-
ger external markets, and more importantly, it
seeks to establish new global trade and invest-
ment rules, play the leading role in Asia Pacific
regional economic cooperation and counter Chi-
na’s growing regional influence in East Asia. The
Initiative connects the development of China with
countries along the Belt and Road through con-
nectivity policies, infrastructure, trade, finance
and people. By fostering interconnections and
creation of a new open, inclusive, and balanced
regional economic cooperation mechanism, the
Initiative aims to form a mutually-beneficial com-
munity of interests or a community of common
destiny. Russias Eurasian Partnership puts the
Eurasian Economic Union within a wider frame-
work of Eurasian integration, treating it as an up-
dated version of Look East strategy and as a part of
Russia’s long-term strategy for revitalization of the
Far East [13]. The new President of South Korea
Moon Jae-in’s policy was designed to address the
problem of policy is the escalating North Korean
nuclear crisis. Thus, the aim of this policy is to al-
leviate the geopolitical tension in Northeast Asia,
create favorable conditions for long-term peace
and regional cooperation, and ultimately achieve
common prosperity.

The Belt and Road Initiative has been imple-
mented for four years now and comprises over
a hundred countries and international organi-
zations. More than 30 countries are involved
into institutional cooperation and more than
40 countries and international organizations
have signed cooperation agreements with China.
Chinese enterprises invest more than 50 billion
US dollars in the countries along the Belt and
Road; they are building 56 economic and trade
cooperation zones in more than 20 countries,
thus creating a large number of jobs. The con-
cept of building a community of common destiny
through the construction of the Belt and Road is
gaining more and more recognition and support
in the global community.

In February 2016, the TPP agreement
was signed by twelve countries representing
about 40% of the world’s economic output, which
made the TPP the largest FTA in the world. Af-
ter the withdrawal of the US, despite some pes-
simistic forecasts, the impact of the CPTPP on
the Asia Pacific regional integration process is
still tremendous. This effect is likely to persist
even if the US never returns. In East Asia, Japan
is also involved in RCEP negotiations and Chi-
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na-Japan-South Korea FTA negotiations. If the
CPTPP is successfully signed and comes into
force, together EU-Japan Economic Partnership
Agreement (EPA), Japan will further enhance
its economic influence in the world. This means
that other East Asian countries should contem-
plate some countermeasures [14].

Compared with the Belt and Road Initiative
and the TPP, other regional strategies attracted
less attention from the outside world. For example,
although the Eurasian Economic Union came into
force three years ago, it was weakened by Russia’s
declining economy and Western sanctions, which
made member states seek help from Europe and
the United States. South Korea upgraded the Eur-
asian Initiative to the New North strategy, Mongo-
lia changed the Prairie Road to Development Road
in order to respond to the changing domestic and
international situation better.

Although the regional strategies of North-
east Asian countries are competitive in terms of
resources and influence, they also complement
and support each other, so the collaboration
space is far greater than that of competition [15].
China’s Belt and Road has provided a new type of
regional economic cooperation mode in North-
east Asia. Unlike the previous regional coopera-
tion mechanisms, the Belt and Road is an open
platform for cooperation, which enables coun-
tries with different development strategies to
complement each other. The Belt and Road Ini-
tiative is connected with other regional projects
seeking to enhance the countries’ competitive
advantages and help them build common inter-
ests: China’s Belt and Road and Russia’s Eurasian
Economic Union; Belt and Road and Mongolia’s
Prairie Road; Belt and Road and South Korea’s
Eurasian Initiative, and China-Mongolia-Russia
Economic Corridor. The coordinated develop-
ment of each country should stimulate integra-
tion of regional economies and promote the Asia
Pacific regional integration.

Conclusion

Although the US is not a traditional North-
east Asian country;, its presence in the region must
not be underestimated. Barack Obama’s Asia-Pa-
cific Rebalance strategy and the TPP agreements
have profoundly affected the pattern of economic
cooperation in Northeast Asia. At the beginning
of 2017, when President Donald Trump took of-
fice, he announced his withdrawal from the TPP
to fulfill the commitments of putting America first

 AG R-ECONOMY 4

and making America great again that he had taken
during his presidential campaign. In November,
during his first trip to Asia, President Trump pro-
posed the Free and Open Indo-Pacific strategy —
an important symbol of his Asia-Pacific strategic
readjustment. The strategy focused on India as
an important strategic partner together with Ja-
pan and Australia, and was, therefore, welcomed
in Japan. With the introduction of the concept
of Indo-Pacific to replace Asia-Pacific, the focus
of Asia-Pacific strategy has been extended to the
Indian Ocean. India, which is enjoying a gradual
rise in its economic and geopolitical importance,
is used to reintegrated the geostrategic layout of
the Asia-Pacific region. The change of the name
from Asia-Pacific Rebalance to Indo-Pacific, how-
ever, does not mean that the US government have
abandoned their goal to contain China’s growth.
At this stage, although the Indo-Pacific Strategy
cannot yet be regarded as a mature regional strat-
egy, we should not underestimate its impact on
the process of the Northeast Asian integration.
The main driving force behind the reform of the
future order in Northeast Asia will be provided by
the growing regional influence of China and the
strategic choice of the United States.

Against the current slowdown in world eco-
nomic growth and the rising anti-globalization
sentiments, the economy of Northeast Asia, un-
like the rest of the world, still maintains its vitali-
ty and growth. The year of 2017 saw many events
that were important for economic and trade
cooperation in Northeast Asia: for example, in
May, China hosted the Belt and Road Forum for
International Cooperation in Beijing, involv-
ing delegations from Japan and South Korea.
At the Forum, it was announced that 76 major
agreements had been signed and 270 deliverable
results had been achieved. It was the first such
official occasion when Japanese Prime Minister
Shinzo Abe expressed his willingness to cooper-
ate. Moreover, Japan sent the largest delegation
of over 250 businesspeople from three major
economic groups to China in November. In No-
vember 2017, the APEC Summit in Vietnam re-
affirmed the commitment of its participants to
supporting sustainable economic growth and
cooperation. At the meeting of the RCEP par-
ticipating countries, a joint statement was issued
that the RCEP would conclude the negotiations
in 2018, thus marking an important step towards
signing a multilateral free trade agreement in the
Asia Pacific region.
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U.S. President Donald Trump took the first
Asian trip to Japan, South Korea, China, Viet-
nam and the Philippines. He signed cooperation
agreements worth a total of 253.5 billion U.S.
dollars during his visit to China, setting a new
record of world trade and economic coopera-
tion. Although economic and trade cooperation

rable. Although the CPTPP led by Japan and the
Indo-Pacific Strategy of the U.S. will add uncer-
tainty to the process of regional economic inte-
gration in Northeast Asia, in the long run, the
high-standard terms of trade advocated by the
TPP will promote other FTAs in Asia-Pacific re-
gion. Looking ahead, it is highly likely that coun-

tries in Northeast Asia should continue to build
common interests, promote modernization and
coordinate their development strategies to en-
sure regional economic integration.

in Northeast Asia will still suffer from such neg-
ative factors such as the US-Japan-ROK military
alliance, North Korean nuclear crisis, island dis-
putes and so on, the overall trend is still favo-
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ABSTRACT

In this article, the indicators of innovation activity in Russian regions are discussed
and the regions are divided into five groups, according to their performance in these
indicators. Our cluster analysis is based on the recent research and includes sever-
al groups of indicators such as innovation activity of enterprises, training of highly
qualified personnel, research and development, state support for innovation, and ap-
plication of innovative technologies. We used the data provided by Rosstat (Federal
State Statistics Service) for 83 Russian regions in the period between 2010 and 2015.
In terms of their innovation activity, Russian regions can be divided into five groups,
two of which are Moscow and St. Petersburg, the two biggest Russian cities that play
a special role in Russian economy. Overall, the level of innovation activity in Russia
can be assessed as lower middle, although in the given period some regions managed
to improve their performance in this sphere. The average level of innovation activity
varies considerably across regions, which means that the state innovation policy should
be more diversified. Moscow, St. Petersburg, Nizhny Novgorod and Sverdlovsk regions
have demonstrated consistent high-level performance and can thus be regarded as pro-
spective centres of innovation. These centres can positively influence the neighbouring
areas through the knowledge and technology spillover effect. Although no definitive
conclusion can be drawn about the connection between the regions’ geographical loca-
tion and their innovation activity, there is evidence that the most active Russian regions
tend to concentrate in the European part of the country. Our findings can be used as
guidelines for devising and modifying federal and regional innovation policies.
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KnacrepHblii aHAIN3 perHOHAIbHON HHHOBAIIUOHHOM aKTUBHOCTHU
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Ypanvckuii pedepanvroiii ynusepcumem, Examepunbype, Poccust; e-mail: a.a.pushkarev@urfu.ru

PE3IOME

B 310l crarbe OOCY>KHAIOTCS IIOKa3aTely VHHOBALVIOHHOM aKTUBHOCTY B POC-
CUIICKMX PerMOHax, a TaKKe pasfie/ieHNe PETMOHOB Ha IIATDh IPYIII COIIACHO 3TUM
mokasartersiM. Hamr xmacTepHBIN aHa/MN3 OCHOBAH Ha HEJABHMX MCCTICOBAHMAX U
BK/IIOYaeT B Ce0s1 HECKOBKO TPYIII ITOKA3aTesell, TAKMX KaK MHHOBALVIOHHAS Jiesi-
TE/IBHOCTD NPEIIPUATIIL, ITIOATOTOBKA BHICOKOKBAIM(UIIMPOBAHHBIX KafipoB, R&D,
rOCyIAapCTBEeHHAA MOJep>KKa MHHOBALI M IPUMeHeHe MHHOBALMOHHBIX TEXHO-
noruit. Mbl MCHIONTb30Ba/IN JAHHbIE, TIpefocTaBIeHHble PocctatoM A 83 pernoHoB
Poccun B nepuop ¢ 2010 1o 2015 1. C TOUKM 3peHNsI MHHOBALMIOHHOI JeATe/IbHOCTH,
poccuiickue peroHbI MOKHO PasfieIUThb Ha ILATD TPYIIL, Be 13 KOTOPbIX — MocKBa 1
Canxkr-ITetep6ypr, aBa KpymHeitmmx ropopa Poccun, KoTopble UrpatoT 0cobyio ponb
B POCCUIICKOJ 9KOHOMMKe. B 11e710M, ypoBeHb MHHOBALIMOHHOI aKTUBHOCTU B Poc-
CMI MOXKHO OLIEHWUTD KaK CPEIHMI, XOTSA B MOC/IeHee BpeMs HEKOTOPBIM PerroHaM
YHI0Ch YTy 4IIITh CBOY ITOKa3aTe/u B 910l cepe. CpenHIil ypOBeHb MIHHOBALIOH-
HOl aKTYBHOCTY B Pa3HBIX PErMOHAX 3HAYUTE/IbHO PA3INIALTCs, YTO O3HAUALT, UTO
rOCyJapCTBEeHHAsl IHHOBAIVIOHHAS TTOMUTHKA JJO/DKHA ObITh Oojtee amBepcudumi-
posanHoit. Mocksa, Cankr-Iletep6ypr, Hyxeropopckas obnactb n CBepmyoBckas
0071aCTb ITPOIEMOHCTPUPOBATIN CTAOVIBHYIO pabOTy Ha BBICOKOM YPOBHE U II03TOMY
MOTYT PacCMaTpUBATbCA KaK MePCIeKTUBHbBIE LIEHTPbl MHHOBALIMIL. DTU LIeHTPBI MO-
IyT HO3UTMBHO B/MATH Ha COCEIHNE pailoHbl Ormarofapst apdekTy paciupocTpaHe-
HIS 3HAHUI M TEXHONOTHIL. XOTs OKOHYATeIbHOTO BBIBOJ]A O CBA3U MEX[Y reorpa-
(byryecKkuM MOJIOXKEeHIeM PerMOHOB ¥ X MHHOBALIMOHHOM IesTe/IbHOCTBIO HeT, eCTh
CBUJIETENIBCTBA TOTO, YTO HambosIee aKTMBHbIE POCCUIICKIE PETMOHBI, KaK MPaBIUJIO,
KOHIIEHTPUPYIOTCS B €BPOIIEIICKON YacTy cTpaHbl. Hamm BEIBOABI MOTYT OBITh MC-
I0/Ib30BAHBI B KAY€CTBE PYKOBOJIVIX IIPUHIIUIIOB [U/IsI Pa3spabOTKM U M3MeHEHMs
(emepanbHOI M perMOHAILHON MHHOBALIMOHHOM ITONUTHKIL.
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Introduction

Innovative development is an essential part
of the economic development strategy of any
country. As the experience of many developed
countries show, the right innovation policy and
its efficient implementation can provide sustain-
able and rapid economic growth. A key element
of such policy is its region-specific diversifica-
tion and monitoring of the dynamics of outcome
indicators [1].

In modern research literature there is a wide-
ly shared view that Russian regions vary signifi-
cantly both economically and socially. However,
there is a lack of consensus regarding the state of
innovation in Russian regions: how different or
similar the regions are in this respect and how to
classify them.

In this paper we analyse the data on innova-
tion and R&D in 83 Russian regions for the period
between 2010 and 2015. These data include such
indicators as the number of research personnel
in the region, the share of R&D spending in the
GRP, the overall number of new technologies and
the number of these technologies that have been
put into practice; the share of companies involved
in innovation; the number of students and re-
searchers with Candidate’s and Doctor’s degrees.
We also consider the annual dynamics of the re-
gions’ innovation-related indicators, which, apart
from the qualitative changes achieved by specific
regions, also reflect the overall state of innovation
in Russia and the efficiency of the country’s inno-
vation policy.

We apply the method of cluster analysis to
group Russian regions according to outcome in-
dicators and to compare the results of clusteri-
zation with the regions’ geographical location.
Thus, our research addresses the questions about
the connection between the Russian regions’ geo-
graphical location and their innovation activity:
how different are the Western and Eastern Rus-
sian regions? What distinguishes Moscow and St.
Petersburg from other regions? Are there any re-
gions sharing innovation-related indicators?

The structure of this paper is as follows. Af-
ter the introduction, we review the existing lit-
erature in this field. The next section describes
the data and methods used in this research. The
fourth section focuses on the cluster analysis
and its results. In the final section, the conclu-
sions are drawn. The practical application of our
results and the prospects for further research are

outlined.

Literature review

The topic of spatial clustering and the knowl-
edge spillover effects it creates arouses significant
scholarly interest nowadays.

Spatial clustering creates a widely studied
knowledge spillover effect, which appears to be
largely a local phenomenon, dependent on the
geographical proximity. For example, George
Deltas and Sotiris Karkalakos investigate region-
al patent statistics in the European Union and
find that an increase in the distance between the
originating and recipient region by 500 km re-
duces the positive effects of spillovers by 55-70%
[2]. Similar findings were made by other re-
searchers [3; 4].

Cassandra C. Wang, Cassandra and Aiqi Wu
(2015) studied the case of knowledge spillover
among Chinese electronic firms and found that
the geographical proximity of firms and heteroge-
neous rather than homogeneous knowledge play
an important role in the formation of innovation
clusters with Chinese companies tending to con-
centrate in the same regions of the country [5].

Another study on innovation in China
considers the role of spatial factors impeding
knowledge spillovers and demonstrates that do-
mestic companies mostly benefit from the pos-
itive effects of foreign direct investment (FDI)
in their neighbouring regions [6]. Although the
effects of FDI are not the main focus of our re-
search, this research model can be transposed
onto studying innovation as an independent
process.

Luciana Lazzeretti and Francesco Capone
(2016) study the role of geographical proximity
in the creation of innovation network by focus-
ing on the case of high technologies in the agri-
cultural industry of Tuscany. By using stochastic
actor-oriented modelling, the authors prove that
geographical proximity has a positive impact on
innovation dynamics and on the formation of in-
novation clusters [7].

Doris Lapple and her co-authors also discuss
the spatial aspect of knowledge transfer in agri-
culture by analyzing the case of agricultural in-
novation in Ireland and demonstrate the positive
effect that the proximity of leaders of innovation
has on their neighbours [8].

Yet another study analyzes scientific
knowledge networks and technological know-
ledge networks of China by applying econo-
metric and spatial modelling methods to show
the positive correlation between the geogra-
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phical proximity and the intensity of knowl-
edge spillover effects [9].

Theoretical studies of spatial aspects of inno-
vation diffusion reveal the potential of innovation
clusters which comprise closely located regions
and territories [10; 11].

To the best of our knowledge, Russian schol-
ars have not yet engaged in the research of region-
al innovation clusters.

Data and methods

In this research we used the data provided
by Rosstat (Federal State Statistics Service) for
83 Russian regions in the period between 2010
and 2015. For clusterization we used sixteen
indicators of innovation and research activity.
These indicators can be divided into the follow-
ing groups:

1. Innovation activity of enterprises: the num-
ber of enterprises involved into R&D; the share of
innovative enterprises.

2. Training of highly qualified personnel: the
number of university students; the number of re-
searchers with Candidate’s or Doctor’s degrees.

3. Research and development: the number of
researchers; the number of patent applications;
the number of approved patent applications; ex-
port of new technologies (mln rbs); import of new
technologies (mln rbs).

4. State support of innovation: research fund-
ing (mln rbs); spending on innovation (mln rbs).

5. Application of innovative technologies: the
number of new technologies used by manufactu-

ring companies; the volume of innovative prod-
ucts (mln rbs).

These sets of indicators cover the pivotal
spheres of innovation, starting from resources to
outcomes. These indicators are widely used in a
number of other current studies on innovation
activities [12-17].

To avoid incomparability of measurements,
we normalized each of the indicators and trans-
formed them into z-scores so that they all lay wi-
thin the range of (-1; 10). This approach allowed
us to avoid using additional control variables. The
above-mentioned and the following calculations
were made with the help of programming lan-
guage R, version 3.2.2, and its packages.

Table 1 provides the main descriptive statis-
tics for the indicators prior to normalisation.

In our clustering procedure we applied the
K-means clustering algorithm which minimizes
the square error:

K . 2
e2(X,L)= ZZHxEJ) —ch ,

j=li=1

where X is the vector of characteristics of the giv-
en regions; L is the vector of characteristics of
cluster centres; and is the specific cluster’s centre
of masses.

To measure the distance, we used the stan-
dardized Euclidean distance:

Table 1
Descriptive statistics of the data
Indicators n mean sd median | min max se

Researchers 909| 9191.479| 29492.39 1711 16 241226| 1357.497
Research firms 913| 45.97881| 92.16995 23 1 811| 4.242466
Research spending 494| 8511.985 30380.5| 1257.05] 6.0303 301817.9| 1398.376
Number of researchers with Candidate’s degrees| 912| 400.9407| 1072.641 181 0 10029| 49.37232
Number of researchers with doctoral degrees 901| 16.75424| 38.93861 8 0 312| 1.792295
Patent applications 913| 348.3496| 1104.047 121 0 12681| 50.81786
Patents granted 913| 276.053| 868.5144 94 0 8699| 39.97662
New technologies produced 909| 15.56356| 34.99215 5 0 259 1.610644
New technologies used 909| 2520.561| 3166.581 1529.5 0 20021| 145.7537
Share of innovative firms 889| 9.609534| 4.447225 8.8 0.5 34.3 0.2047
Innovation spending 891| 11673.17| 24100.93| 3196.864| 0.769| 190334.6543| 1109.335
Value of innovative goods 908 36179.19| 84646.53| 8538.125 0 851583.36| 3896.172
Technologies exported 913| 483.3724| 2998.386| 3.384516 0| 57412.8375| 138.0119
Technologies imported 913| 914.7791| 2276.483| 54.11267 0| 20183.98079| 104.7836
Share of university students 912| 12.63136, 28.01887 7 0 268 1.289673

R-ECONOMY 4

Www.r-economy.ru

Online ISSN 2412-0731


https://doi.org/10.15826/recon.2018.4.1.002

R-ECOMONY, 2018, 4(1), 10-17

doi: 10.15826 /recon.2018.4.1.002

13

For preliminary analysis we used five clusters
for both theoretical and empirical reasons.

According to the graph below, which shows
how the WSS is dependent on the number of
clusters, we can see that the WSS falls sharply
(2 to 3 clusters) but after the number of clusters
reaches 5, it declines at a very slow rate (Figure 1).

Similar results were obtained by using sil-
houette analysis, which means that if the data are
divided into two clusters, it brings more accu-
rate results although the results of division into
three, four or five clusters are also quite satisfying
(Figure 2).

The preliminary modelling has also shown
that Moscow is significantly different from other
regions and that it tends to form a separate clus-
ter regardless of the general number of clusters.

4 Optimal number of clusters

6000

= 4000+

Total Within Sum of Square

2000 -

1 2 3 4 5 6 7 8 9 10
Number of clusters k

Figure 1. Optimal number of clusters

Thus, it was decided to create five clusters for fi-
nal modelling: one for Moscow and the rest for
other leading regions, regions with results above
average, regions with middle-level performance,
and underperformers.

Modelling results

Modelling comprised two stages. At the first
stage, regions were clusterized according to the
average values in the given period. Then, to gain a
deeper understanding of the innovation dynamics
and the effects of the state policy, we considered
innovation-related indicators in specific years.

The results of the first stage of modelling are
shown in Figure 3 (for Russia in general) and Fi-
gure 4 (for the European part of Russia with two
specific regions - Moscow and St. Petersburg).

Optimal number of clusters

A

Average silhouette width
o o o
-~ N %

=2
(S}
L

0 hd :l T T T T T T T T
1 2 3 4 5 6 7 8 9 10
Number of clusters k

Figure 2. Silhouette analysis
of the optimal number of clusters

»
»

Clusters

Figure 3. Clusterization of Russian regions according to the average level
of their innovation activity in the given period
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Apart from Moscow and St. Petersburg, we
also observed three specific levels of innovative
activity: high, middle, and low (in the map they
are indicated with red, blue, and green colours re-
spectively). As Figure 3 illustrates, there are only
four highly active regions - Moscow, Sverdlovsk,
and Nizhny Novgorod regions.

Other regions have either demonstrated the
middle or the low level of innovation activity. It

130-

120-

110-

100-

should be noted that the most active regions are
concentrated in the European part of Russia,
especially around Moscow, which can be seen
from the map in Figure 5.

Moscow and St. Petersburg were identified as
two separate clusters and were indicated in pur-
ple and orange colours respectively. Although
these cities have higher levels of innovation than
other Russian regions, they significantly differ

Clusters

25 30 35 40 45 50

Figure 4. Clusterization of Western Russian regions according to their average level
of innovation activity in the given period

Clusters

Figure 5. Clusterization of Russian regions according to their level

of innovation activity in 2010
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from each other, which is why we regard them as
separate clusters.

For Moscow, each of the indicators exceeds
those of other Russian regions, even those
from the red cluster. In general, such situation
is characteristic not only of innovation but of
other economic and social spheres. In the areas
around Moscow and Moscow region, the level
of innovation activity is also quite high, which
can serve as an evidence to support the obser-
vation that the leading regions stimulate their
neighbours’ innovative activity.

The innovation-related indicators of St. Pe-
tersburg are comparable with other highly inno-
vative regions, except for those indicators that
characterize the availability of qualified personnel
in the region. In this respect, St. Petersburg is far
ahead of other regions.

Therefore, it might be productive to cre-
ate regional centres specializing in various el-
ements of the innovation process, for example,
training of qualified professionals, R&D, imple-
mentation of innovations, joint projects with
industrial enterprises, and adoption of foreign
innovative technologies.

At the second stage of modelling, we focused
on the dynamics of innovation in the country.
Figures 5 and 6 show the geographical location
of the regions’ clusters in 2010 and 2015. Figure 5
demonstrates the state of innovation in Russia
before the launch of the Innovative Development
Strategy 2020.

At this stage, the majority of Russian regions
were included into the cluster of underperform-
ers. Moreover, we found that in the Asian part of
the country, innovative activity is low in almost all
the regions.

Figure 6 illustrates the results of clusterization
for 2015, the last year in the observation period.
These data show the intermediate outcomes of the
Innovative Development Strategy 2020.

It should be noted that throughout the given
period, the regions migrated from one cluster to
another although we did not detect any general
qualitative growth. The centres of mass of the clus-
ters remained practically the same. Nevertheless,
we saw that the regions moved to clusters with a
higher level of innovation activity.

Some regions, such as Sverdlovsk and Nizhny
Novgorod, unfailingly produce good results. We
also noticed that in comparison with 2010, their
neighbours have also demonstrated improved per-
formance. A similar trend was observed in the Far
Eastern regions, which leads us to the conclusion
that there might be a spillover of technologies and
innovations from the leaders to their neighbours.

If we analyze the regions’ performance in spe-
cific years, the majority of Russian regions will be
classified as underperformers, which shows the
generally low level of innovation in the country.
Moreover, only a small number of regions demon-
strate the middle level of activity. Therefore, there
is a significant discrepancy between the leaders
and all the rest.

Clusters

Figure 6. Clusterization of Russian regions according to their level
of innovation activity in 2015
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Conclusion

Our results confirm that more advanced
Russian regions can affect innovation activi-
ty of their neighbours through knowledge and
technology spillover. This process creates sus-
tainable geographical clusters with high inno-
vation activity around the leading regions. Our
findings can thus be used to modify the current
innovation policy on the regional and federal
levels and to optimize the spending on innova-
tion in the regions.

Moscow and St. Petersburg play a special
role in the innovation process as their scores are
several times higher than those of other regions.
Such situation shows that the economic deve-
lopment of Russia is uneven and that it is neces-
sary to diversify the innovation policy to make it
more effective.

Russia has a number of regions that invari-
ably occupy the leading positions. Such regions
may become drivers of innovation, maximizing
the performance of their neighbours by sharing
their knowledge, best practices and technologies
with those in proximity. In our analysis, we fur-
ther focused on specific periods and showed that
the innovation policy which has been implement-
ed since 2011 enhances positive dynamics.

Although no definitive conclusion can be
drawn about the connection between the regions’
geographical location and their innovation activ-
ity, there is evidence that in the majority of cases,

the most active Russian regions are concentrated
in the Western part of the country. At the same
time some innovative centres can be also found in
Western Siberia and some positive dynamics has
been observed in the Far East.

The average levels of innovation, however,
differ significantly for different groups of re-
gions, which means that the state policy in this
sphere should be more diversified. Our analysis
of the clusters’ performance in different periods
has detected only a slight increase in the clus-
ters’ centres of mass. Both of these facts show
that although the current innovation policy has
brought about some positive changes, it should
be modified to ensure a more rapid qualitative
growth.

Based on the findings of this study, it can
be suggested that further research should be
made into such characteristics of Russian re-
gions as their specialization and the available
R&D facilities and training centres. Although
cluster analysis makes it possible to consider
such characteristics, a more precise division of
Russian regions into groups will enable us to
devise more targeted guidelines for the regional
innovation policy.

The results of our cluster analysis can also
be used to create an integral innovation-related
indicator scheme for assessing Russian regions,
comparing them and monitoring their further
development.
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ABSTRACT

Tourism today is a mass phenomenon involving a large number of actors,
both on the demand side and on the supply side. For more efficient and
better organized performance, tourism companies need to ensure a high
quality of service and apply effective pricing strategies. Therefore, the aim
of this paper is to outline the key pricing strategies and analyze their ad-
vantages and drawbacks. For this purpose we have chosen the specific case
of farmsteads in the Province of Vojvodina, Serbia. We focus on the com-
plementary products or services provided by these farmsteads that have a
seasonal element to them, that is, they are hard to sell out of season. As a
result, we devised guidelines for entrepreneurs to enhance their business
opportunities by applying effective pricing strategies such as the marginal
costs strategy.
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PE3IOME

Typusm cerogus npefcTasiseT coboit MaccoBoe sIB/ICHNE, B KOTOPBII BOB-
Jle4eHO 6OIbIIOe KOMNYeCTBO YYaCTHUKOB, KaK CO CTOPOHBI CIIPOCa, TaK
U CO CTOPOHBI peanoxens. st 6omee 9pPpeKTUBHOI U BBICOKOOPTaHM-
30BaHHOIT pabOTHI TYPUCTUYECKIE KOMIIAHUY JO/DKHBI 00eCIIednBaTh BbI-
COKO€ Ka4eCTBO OOCTy>KMBaHMs U IPUMEHATb 3¢ (eKTUBHbIE CTPAaTernu
1eHoo6pasoBaHsA. I109TOMY Lie/Ib JaHHOI CTaTh) — HAMETUTD KIII0UeBbIe
CTpaTeruy LleHo0Opa3oBaHMs M MPOAHAINSNPOBATh UX IPEUMYIIeCTBa U
HemocTaTky. 11 9TOro Mbl BbIOpany KOHKPETHBIN CIydail ¢epMepCcKux
X034JCTB B cepbckoM pernone Boepopyna. Mbl poKycupyeMcs Ha JOIION-
HUTE/IbHBIX IPOJYKTAX WIN YCIyraX, IpefoCTaB/AeMbIX 9TUMM depMep-
CKMMM XO3SAJICTBaMM, KOTOPbIe XapaKTepU3YIOTCSA Ce30HHOCTBIO, TO €CTh
UX CIOKHO IIPOJATh BHE CE30HBL. B pesynbrare, Mbl pa3paboTaiy cOBETHI
JULA TIpefIIpPYHUMAaTeIell, HallpaB/IeHHble Ha PacIIVpeHNe BO3MOXHOCTEN
ux OM3Heca nyTeM IpuMeHeHUA 3 QeKTUBHBIX CTpaTernil IeHooOpa3oBa-
HISI, TAKVMX KaK CTPATETNs «IPee/IbHbIX M3AEPIKEK».
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Introduction

The competitive position of enterprises op-
erating in tourism industry, especially small en-
terprises specializing in rural tourism, depends
to a large extent on the applied concept of their
growth and development, i.e. on the establish-
ment and implementation of an adequate strate-
gy [1-3]. Therefore, to devise an efficient and dy-
namic strategy, these enterprises need to take into
account both internal and external factors such as
the level of the company’s development and the
market in which it is operating.

The term strategy is used so widely nowa-
days that in practice its significance sometimes
seems overrated. Everything that is important in
an enterprise tends to be referred to as strategic,
which makes this concept too broad and, there-
fore, useless as it confuses more than it clarifies.
Moreover, it is often misleading in the sense
that it emphasizes the elements and aspects
which are not crucial for the company. Ideally,
a strategy should provide a framework for the
company’s business for better coordination and
more efficient management in order to make
the company more responsive to the changing
environment [4]. The strategy should articulate
the desirable relationships between the compa-
ny and its environment, take into account the
specific nature of the business sector and thus
help the company’s management plan, structure
and organize the company’s business activities
accordingly [5].

Based on those assumptions, every strategic
decision contributes to the successful perfor-
mance of the company. All strategic decisions
can be divided into two categories: fundamental
and applied. It should be noted here that funda-
mental or the so-called corporate strategies are
based on decision-making associated with, for
instance, creation of new products. Strategies
dealing with the implementation of such deci-
sions (e.g. how to set prices or advertise the new
product) can be called applied or business strat-
egies. In this paper, we will primarily focus on
those corporate and business strategies that can
be applied in small enterprises [6], more specifi-
cally, the pricing strategies of rural tourism com-
panies, since they have more pronounced pecu-
liarities in the production and marketing phases.
These strategies should support the portfolio
product / market, i.e. should be applied within
small companies in the phase of production and
distribution to the final consumer.

R-ECONOMY 4
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Material and Methods

Our research was conducted at farmsteads in
the Autonomous Province of Vojvodina, Republic
of Serbia. The initial stage consisted of interviews
with entrepreneurs, who were managers at nine
farmsteads. At the second stage, we analyzed the
collected data and used them for devising guide-
lines for entrepreneurs. The age of our respon-
dents ranged from 22 to 64; the average age was
43. The majority (72%) had secondary education;
about 12%, higher; and 16%, elementary educa-
tion. In addition to the interviews, we gathered
and analyzed the information about the products
and services that these companies were providing
to rural tourists, their methods and strategies of
calculating the prices and the mutual compatibil-
ity of products/services as well as the problems
that entrepreneurs faced in sales. The results were
calculated for each individual farmstead and on
average for the set of farmsteads we studied.

In the paper two concepts are used to deter-
mine the appropriate price strategy: total costs or
costs plus and marginal costs [7; 8]. Each concept
takes into account the expectations that appear
on the input market, since pricing is based on the
analysis of the production costs. We believe that
the key factor that determines the success of a
small business is the sales market.

Results and Discussion

In this section we are comparing the results of
the application of the two pricing strategies — total
costs or costs plus and marginal costs.

Fixing the prices by using the strategy
total costs or costs plus

This method of pricing usually includes es-
timation of the production cost for a product or
a service under normal conditions, that is, when
there are no fluctuations in capacity utilization,
employment or output [9]. The method can be ap-
plied to an entire range of products/services and
called the strategy of building prices. This proce-
dure is illustrated in Table 1.

After the implementation of the above-de-
scribed procedure, we add to the cost of the unit
the desired profit of the company. This element
is determined according to the company’s po-
sition in relation to its competitors, usually by
calculating the average profit rate of business
in this sphere [10]. However, the drawback of
this pricing strategy becomes evident when the
cost of a particular product or service turns out
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to be higher than the competitors’ market price Table 2
of the same product or service, which makes it Marginal cost of a product
impossible to apply the appropriate profit mar- Direct costs per unit EUR/unit
gin because the product would be too expensive.  |Materials 0.70
Therefore, most businesses choose to apply a |Staff wages 0.10
more widely spread but also more complicated Expenses 0.25
pricing strategy - the strategy of marginal cost. Total prime costs 1.05
Table 1 Additional variable overhead costs per unit
Stratggy total (ciostiel-or costs plus - Production 0.15
uggested selling price Marketing and distribution 0.20
All prices in EUR Product Administration 0.05
i L 2 Overhead costs 0.40
Direct cost of materials > 10 Total additional variable overhead costs per unit 0.80
Cost of direct manpower 4 2 Mareinal costs 1.85
. 8
Direct expenses 1 0
Prime costs 10 12 Table 3 shows an example of an income state-
Additional production costs ment on the company’s performance over a one-
Variable costs of production 5 5 year period
Fixed costs of production 5 10 Table 3
Total cost of production 20 27 Income statement, EUR
Marketing and distribution 3 3 Indicators Total |Product Product
Variable costs 2 1 P1 P2
Fixed costs 1 2 Sales 1.500 800 700
Additional administrative costs 1 1 Sales revenue 23.000| 16.000| 7.000
Fixed costs 1 1 Direct materials 11.500| 8.000| 3.500
Total costs 24 31 Direct labour 5.400, 4.000 1.400
Pre-determined profit margin (%) 10 20 Prime costs 16.900| 12.000| 4.900
Selling price 26,4 37,2 Production overhead costs” | 3.100] 2.000| 1.100
Marginal costs (total variable costs) 17 18 Production costs 20.000| 14.000f 6.000
Marketing, distribution and | 2.200| 1.000,  1.200
. . . Administration costs ?
lemg the prices by using the strategy Total costs 222001 15.0001  7.200
marginal costs Profit / loss 800|  1.000]  -200
Pricing based on the marginal costs strategy Estimated allocation of supplementary and administration
is a particularly effective method. It provides in- costs:
formation that helps companies manage product | variable costs 1.700 900 800
selection, markets, sales areas, and market seg- fixed costs 1.400|  1.100 300
menting in relation to individual categories of |2 variable costs 500 300 200
customers [11; 12]. fixed costs 1.700 700/  1.000

The ‘marginal cost’ strategy involves the vari-
able costs of a product or a service unit. These are
the costs that could be avoided if the product was
not produced at all or if the service was not pro-
vided. An example of such calculations is given
in Table 2. We were using the case of farmsteads
working as tourism and catering companies.
These farmsteads were run as family ventures.
Our calculations illustrate the profit that can be
gained by such enterprises if they sell two basic
products or services (see Table 3). The assumption
is that both products or services are realized, that
is, completed and sold to the customer during one
calendar year.

R-ECONOMY 4

The profit statement shows that the P2
product is selling not very well, which means
that the company management might want to
consider the question of discontinuing its pro-
duction. Such decision, however, does not take
into account the fact that this product whether
produced or not, is bound to certain fixed costs
of the company itself, such as the rent of space,
taxes, fees, equipment depreciation and the sala-
ries paid to administration. Therefore, the appli-
cation of the ‘marginal cost’ strategy should help
the entrepreneur get a clearer view of the situa-
tion (see Table 4).
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As it is evident from the example in Table 3,
the P2 product makes a difference of EUR 1,100.
This is the amount that the company would lose
if the production of this product was stopped. On
the other hand, the company’s total fixed costs of
EUR 3,100 would remain uncovered. Therefore, if
the company discontinued the production of P2
product, it would lose about would EUR 300. The
previously gained profit of EUR 800, despite the
negative result of product P2 sales, would thus
be lost if the production of P2 stopped. Although
the fixed costs could be reduced by more than
EUR 1,100 if P2 was discontinued, Table 3 clearly
shows that the optimal decision for the company
would be to continue its production.
Table 4
Fixing the prices using the strategy marginal costs
(as of 31° of December), EUR

Indicators Total |Product|Product
P1 P2
Sales revenue 23.000| 16.000 7.000
Less variable costs
Direct materials 11.500 8.000 3.500
Direct labour 5.400 4.000 1.400

Variable production over- 1.700 900 800

head costs

Variable marketing, distri- 500 300 200
bution and administration
overhead costs

Total variable costs 19.100| 13.200| 5.900
Contribution 3.900| 2.800 1.100
Less fixed overhead costs

Production overhead costs 1.400

Marketing, distribution 1.700

and administration over-

heads
Total fixed overhead costs 3.100
Profit / loss 800

The application of the marginal cost strate-
gy creates a combined effect but it also has some
limiting factors. The application of this strategy
makes it easier to search for a combined effect
that is caused by price and cost factors, affect-
ing both profits. In order to illustrate this, it is
sufficient to make the company’s profit and loss
account in two successive years (see Table 5).
Changes within the given period result from an
increase in the sales price by 20% and from an
increase in the volume of products and services
sold. Thus, in this case, we need to investigate
the effects of individual factors which lead to an
increase in the contribution (difference) to EUR
150,000 in the second year.

R-ECONOMY 4

Each company has one or more limitations.
They represent a critical input for business which
at some point or during a certain period limits
the business [13]. First and foremost, this is the
company’s selling potential but the limitations
can also be associated with certain characteristics
of raw materials or production, with the degree
of tourist product integration, the skills of the
productive workforce, or with the availability of
space or working assets [14]. When these limit-
ing factors are introduced into analysis, the profit
will be determined by their contributions. Linear
programming can be used to investigate each in-
dividual influence and choose an optimal plan.
This mathematical method successfully addresses
cases with a number of limiting factors and inter-
active variables.

Table 5
The combined effect of changing the volume
of sales, selling prices and costs
EUR Year 1 | Year 2
200.000| 400.000
100.000| 150.000
100.000| 250.000

Sales

Marginal cost of sales

Contribution

1. Change related to the volume of sales

Sales of year 2 at year 1 prices = -|320.000
400.000 - 4/5
Sales of year 1 at year 1 prices -|200.000
Change related to the volume = EUR -1120.000
% change in volume (120 : 200) - 100 - 60%
Sales increase = EUR -| 120.000
marginal costs = EUR 60% - 100.000 60.000
Contribution change related to the 60.000
volume = EUR
2. Change related to the selling price
Sales of year 2 at prices from year 1 320.000
Sales of year 2 at prices from year 2 400.000
Contribution change related to the price 80.000
3. Reduction in costs
Change in sales volume = 60%
(120,000 : 200,000) - 100
Marginal costs in year 1 related to the 100.000
change of volume
Marginal costs in year 2 = 160.000
100,000 + (60 : 100 - 100,00)
Marginal costs in year 2 150.000
Reduction in costs 10.000

The change in contribution of EUR 150.000 related to the
following factors:

Volume change 60.000
Price change 80.000
Cost change 10.000
Contribution in year 2 150.000
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Consequently, it may be concluded that the
marginal cost strategy is most suitable for com-
panies operating in unstable economic condi-
tions. In such cases, it is better to accept orders
below the level of the total value of the costs. This
recommendation is based on the need to cover
the marginal costs, which means that each level
of the contribution above the fixed costs will at
least reduce the company’s losses and help the
company stay afloat until better days retaining
its staff and preserving its facilities and equip-
ment. Thus, the application of this strategy can
help entrepreneurs to set prices [15] in such cir-
cumstances as:

1) economic recession in this business
sector;

2) excess of the company’s productive ca-
pacity;

3) seasonal fluctuations of demand;

4) situations when the company is using the
individual employment contract;

5) situations when alternative levels of busi-
ness activities are included.

Conclusion

Starting entrepreneurial ventures in the
sphere of rural tourism, such as family farm-
steads, is a complex and demanding job, since it
requires entrepreneurs to expand their expertise
in business and management. It often happens
that entrepreneurs lack experience and knowl-
edge when faced with competitive conditions in
the target market. There are dozens of farmsteads
in Vojvodina province that mainly provide tourist
and catering services. According to the research
we conducted, most of the managers and owners
we surveyed do not have sufficient knowledge
in finance and business economics, especially in
the sphere of standard and/or experimental pric-
ing methods, so they are struggling to stay afloat.
Thus, it can be concluded that to be successful
it is essential that entrepreneurs working in this
sphere should acquire the appropriate education
and skills. Farmsteads that are trying to enter the
market and are trying to cope with the unstable
environment and seasonal fluctuations in demand
need to develop and apply adequate pricing strat-
egies such as the marginal cost strategy.
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ABSTRACT

Rural tourism is a very broad concept which includes not only holidays in the
countryside a range of other tourist activities in rural areas, such as traditional
festivals. Tourist festivals are devoted to different local products which are
famous in rural parts of Serbia. Some of the most popular Serbian festivals
are the Grape Festivals in Sremski Karlovci, Erdevik, Banostor, Irig, Erdevik,
Vrsac, Zupa, Pali¢, Aleksandrovac, Hajdukovo, Smederevo, Topola; Plum
Days in Osecina and Kos$tuniéi; Cabbage Days in Futog, Barbeque in Lesko-
vac; BaconDdays in Kacarevo; Ham Days in Mackat; Golden Pot of Danube in
Petrovaradin, Apatin; Mushroom Days in Fruska gora, Valjevo and Div¢ibare,
Medical Herbs Days in Soko Banja; Bee Days in Zajecar. This paper deals with
the development potential of rural areas associated with these festivals by an-
alyzing the case of Tesnjarske veceri. This festival provides a diverse cultural
and ethnographic entertaining program, combining visual and performing
arts, and celebrates the vibrant life of the local community.
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PE3IOME

CenbcKuil Typu3M - O4YeHb LIMPOKasA KOHIENIMHA, KOTOpas BK/II0YaeT
B ce0s1 He TONbKO OTJBIX B CEIbCKOM MECTHOCTY, HO ¥ Psf APYTUX TYPU-
CTUYECKNX MEPOIpPUATUI B CETbCKOM MECTHOCTHU, TaKUX KaK TpPaguIu-
oHHble ¢ectuBanu. Typuctndeckue ¢GpecTUBAIN MOCBSIIIEHBl Pa3TNIHBIM
MECTHBIM IIPOJIyKTaM, KOTOpble M3BECTHBI B CeNbCKUX paitoHax CepOumn.
HexoTopsle 13 caMbIX IOMY/SIPHBIX CepOCKUX (ecTuBaeil — BUHHbIE de-
ctuBamn B Cpemckux Kapnosuax, Dpnesuke, banomrope, Vipure, 9ppe-
BlUKe, Bpmane, JKyne, [lanude, Anexcanjposbarie, Xaijykoso, CMezepeso,
Tomone; Inu cnmusbl B Oceunne n Komrtynnay; [JHu kanyctel B dyrore,
bapb6ekio B JIeckoale; [THu 6exona B Kauapeso; Berpsuble gy B Mauka-
Te; «3omorolt ropmok JyHas» B IlerpoBapasune, Anatus; [pnbHble nTHK
B Opyika-rope, Banbeso u usunbape, [Jun nede6usix Tpas B Coxo-ba-
Hs; [Tuenuuble fHM B 3aevape. B maHHOI cTaTbe paccMaTpyBaeTCs MOTEH-
I[Uajl pasBUTHUA CeNbCKNX PallOHOB, CBA3aHHBIX C 9TUMU (ecTUBALAMY Ha
npumepe «Te$njarske veceri». 9ToT decTnBanb NpefcTaBIieT coboit pas-
HOOOpAa3HYI KY/IBTYPHO-3THOrpaMIeCKyI0 pasBlIeKaTEeNbHYI MPOrpam-
MY, COUETAIOIYI0 BM3Yya/IbHOE U UCIIOMTHUTEIbCKOE VICKYCCTBO M IIPOCTIaB-
JIsieT APKYI0 )KM3Hb MECTHOTO cO0b1IiecTBa.
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Introduction

According to Vujko et al. [1], rural tourism is
an important factor of multifunctional rural de-
velopment, which has been confirmed by numer-
ous theoretical and empirical studies [2; 3]. Rural
tourism in Serbia is a new phenomenon [1; 4].
Rural tourism, like other types of tourism, may
have a significant environmental, economic, and
social impact on local communities. According
to Petrovi¢ et al. [4], the effect of rural tourism
on attitudes and behavior of local residents has
been addressed in several theoretical and research
papers in the last ten years [5-12]. These studies
prove that rural tourism might be an important
element in the positive and negative changes in
the local rural area and that it might heavily affect
the local residents.

Rural tourism represents tourism in rural lo-
cations and themed villages, which also includes
participation in various recreation and leisure
activities, festivals, handicraft fairs, and so on.
Therefore, rural tourism can be seen as a way of
solving the problem of the declining profitability
potential of the local agricultural industry and as a
source of additional income for local enterprises.

According to Vujko et al. [1], rural tourism
encompasses all tourism activities carried out in
rural areas. Rural tourism has many forms, which
include the following:

- tourism in rural households;

- hunting and fishing;

— eco-tourismy;

- sports and recreation;

- residential tourism (holiday homes);

— educational tourism;

— gastronomic tourism, festivals and events;

— cultural tourism.

Thus, we can identify the basic characteristics
of rural tourism: first and foremost, it involves ru-
ral areas and provides people with an opportuni-
ty to be in close contact with nature and to learn
about the cultural heritage, traditional societies
and «traditional» practices. Rural tourism pres-
ents a complex of rural environments, economies,
histories and locations. Most of the revenue gen-
erated through rural tourism is used to support
the local community and enrich their livelihood.

For our study we have chosen event Tesn-
jarske veceri (TeSnjar Evenings), held in the city
of Valjevo in the old quarter Tesnjar, which is an
architectural ambience that is particularly attrac-
tive for tourists. The organizers of this event are
the Municipal Assembly of Valjevo and Cultural

R-ECONOMY 4

and Education Community of Valjevo. Tourist
event Tesnjarske veceri has been held since 1987
and is a traditional event with a diverse cultural
program. The Municipal Assembly describes Eve-
nings of Tesnjar as a cultural festival with a diverse
program including films, theatre and music per-
formances, meetings of writers, publishers, and
booksellers. The event is held at several locations:
the three key locations are Te$njar, summer stage
of the Kolubara, and the plateau of the Centre for
Culture. The survey research was done at these
three locations as well as on the marble bridge
over the summer stage of Kolubara, Kneza Milosa
Street and Vojvoda Misi¢ Square.

Methodology

The basic method of our research is a socio-
logical survey, which is a method typically used
for studies in cultural geography and event tour-
ism (direct observation and semi-structured in-
terview with the organizers and participants of
the festival). During the event of 2016, a survey
was done on a random sample of 276 visitors. It
was done during the six days of the event. This
period was chosen because in these days the event
is attended by the largest number of visitors. The
survey was anonymous.

One of the methods of data analysis was Pear-
son’s chi-square test, which is used to determine
whether the obtained (observed) frequency (an-
swers of respondents according to the gender and
age structure) deviate from the expected frequen-
cies. The test shows whether there is a connection
between these two groups and the likelihood of
this connection. We assumed that there would be
no differences in responses according to the gen-
der and age of our respodents. In order to detect
any differences in the responses we are using a sig-
nificance level of p < 0.05.

Result and Discussion

The survey (Table 1) included 126 men
(45.7%) and 150 women (54.3%). Regarding the
age structure of the visitors (Table 2), most of
them (27.5%) were under 18; 22.8%, from 61 to
70; 1.8%, over 71 (1.8%); from 51 to 60, 7.2%; and
from 31 to 40, 9.8%.

Table 1
Gender of visitors
Gender Frequency | Valid Percentage
Male 126 45,7
Valid Female 150 543
Total 276 100
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Table 2 Table 3
Age of visitors Number of days

Age Frequency | Valid Percentage Days Frequency | Valid Percentage
Under 18 76 27.5 1 73 26.4
19-30 43 15.6 2 43 15.6
31-40 27 9.8 3 27 9.8

. 41-50 42 15.2 4 38 13.8
Valid 751 60 20 72| |Valid |5 17 6.2
61-70 63 22.8 6 56 20.3
Over 71 5 1.8 7 12 4.3

Total 276 100 More than 7 days 10 3.6

Total 276 100

In order to detect the differences in the re-
sponses, the results are shown depending on the
gender and age structure of the participants and
the statistically significant difference is taken at
the level of p < 0.05.

Table 3 shows that the majority of visitors — 73
(26.4%) — spent one day at the event. 56 (20.3%)
visitors were at the event for six days. Not sur-
prisingly, the smallest number of visitors were
those who spent at the event 7 days or more than
7 days - 4.3% and 3.6% respectively.

Table 4 illustrates that young people under
the age of 18 mostly chose a one-day visit. Visi-
tors from 19 to 30 usually spent two days. Visitors
from 31 to 40 were there for three days. It is inter-
esting that the smallest number of people attend-
ed the event for more than seven days, that is, they
came to the festival every day.

Interestingly, there were no statistically signif-
icant differences in the responses of the people of
both genders and age structure p = 0.000 (Table 5).

Table 5
Pearson chi-square test
Value df Statistical
significance (p)
Pearson chi-square 1419.787| 42 0.000
test

As far as the gender is concerned, it should be
noted that twice as many female respondents as
men came on a one-day visit - 53 (19.2%). Table 6
demonstrates that these respondents were under
the age of 18. Several female respondents came to
visit for several days and 9 (3.3%) came to the fes-
tival every day.

Table 4
Number of days according to age structure
Number of days Structure of visitors by age Total
Under 18 19-30 31-40 41-50 51-60 61-70 Over 71

1 Count 73 0 0 0 0 0 0 73
% 26.4 0 0 0 0 0 0 26.4

2 Count 0 43 0 0 0 0 0 43
% 0 15.6 0 0 0 0 0 15.6

3 Count 0 0 27 0 0 0 0 27
% 0 0 9.8 0 0 0 0 9.8

4 Count 0 0 0 38 0 0 0 38
% 0 0 0 13.8 0 0 0 13.8

5 Count 0 0 0 0 17 0 0 17
% 0 0 0 0 6.2 0% 0 6.2

6 Count 0 0 0 0 0 56 0 56
% 0 0 0 0 0 20.3 0 20.3

7 Count 0 0 0 0 1 6 5 12
% 0 0 0 0 0.4 2.2 1.8 4.3

>7 Count 3 0 0 4 2 1 0 10
% 1.1 0 0 1.4 0.7 0.4 0 3.6

Count 76 43 27 42 20 63 5 276

Total |0 27.5 15.6 9.8 15.2 7.2 22.8 1.8 100
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Table 6 The largest number of visitors (Table 8) found
Number of days according to gender out about the event from the radio and televi-
Days Gender Total sion - these were 105 people (38.0%) or more than
Male | Female a third of all the visitors; 63 (22.8%) visitors were
1 Count 20 53 73 told by friends and family; 51 (18.5%), from the
% 79 192] 264  advertising materials (e.g. brochures and leaﬂets);
5 Count 30 13 5 47 (17.(?%), from the. Internet. The cgnclusmn is
o 109 17 156 that visitors are well 1nforme an.d actively use all
> the available sources of information.
3 Count 10 17 27 Table 8
% 3.6 6.2 9.8 Sources of information
4 Count 19 19 38 Information source | Frequency | Valid Percentage
% 6.9 6.9 13.8 Radio and TV 105 38,0
5 Count 10 7 17 .. |Prospectus 51 18,5
% 3.6 2.5 6.2 Valid Family and friends 63 22,8
6 Count 27 29 56 Internet 47 17,0
% 9.8 105 203 Other 10 3,6
7 Count 9 3 12 Total 276 100,0
% 33 = 43 By looking at Table 9, we can conclude that
More than 7 days | Count L 2 10/ the younger population (under 18) mostly found
% 0.4 3.3 3.6/ about the festival from family and friends - 33
Total Count 126 150 276 (12.0%). It can be assumed that it was their friends
% 45.7 54.3 100|  and relatives who recommended the respondents

to participate. The majority of those who heard

Interestingly enough) there were no statisti- about the festival used radio and television pro-

cally significant differences in the responses of the
people of both genders and age structure p = 0.000
(Table 7).

grams. Most of these people were 61 to 71 years
old - 54 respondents (19.6%). Two equal groups
of people have found out about the event on the

Table7  Internet: these are young people and those aged
Pearson chi-square test between 41 and 50, each of the groups consisting
Value | df Statistical of 13 people or 4.7%.

significance (p) Interestingly, there were no statistically signif-
Pearson chi-square 31606 | 7 0.000 icant differences in the responses of people of both

test genders and age structure p = 0.000 (Table 10).
Table 9

Preferred sources of information according to the age structure
Sources of information Structure of visitors by age Total
Under 18| 19-30 31-40 41-50 51-60 61-70 | Over?71

Radio and TV Count 14 22 7 4 4 54 0 105
% 5.1 8.0 2.5 1.4 1.4 19.6 0 38.0
Advertising materials |Count 16 5 16 13 1 0 0 51
% 5.8 1.8 5.8 4.7 0.4 0 0 18.5
Family and friends  |Count 33 13 4 12 1 0 0 63
% 12.0 4.7 1.4 4.3 0.4 0 0 22.8
Internet Count 13 3 0 13 9 4 5 47
% 4.7 1.1 0 4.7 33 1.4 1.8 17.0
Other Count 0 0 0 0 5 5 0 10
% 0 0 0 0 1.8 1.8 0 3.6
Total Count 76 43 27 42 20 63 5 276
% 27.5 15.6 9.8 15.2 7.2 22.8 1.8 100

27
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Table 10
Pearson chi-square test
Value df Statistical
significance (p)
Pearson chi-square 220.472 24 0.000
test

Table 11 shows that most men - 78 (28.3%) —
found out about the festival on the radio and tele-
vision. Most women received the information
from advertising materials — 47 (17.0%). It is as-
sumed that considerably more women than men
read leaflets and brochures. A lot of women also
heard about the event from their friends and rela-
tives — 43 (15.6%). As for the Internet, both sexes
were equally represented.

Table 11
Preferred sources of information according
to the gender
Sources of information Gender Total
Male | Female

Radio and TV Count 78 27 105
% 28.3 9.8 38.0

Advertising materials | Count 4 47 51
% 1.4 17.0 18.5
Family and friends | Count 20 43 63
% 7.2 15.6 22.8
Internet Count 24 23 47
% 8.7 8.3 17.0
Other Count 0 10 10
% 0 3.6 3.6
Count 126 150 276
Total % 457|543 100

There were no statistically significant differ-
ences in the responses of people of both genders
and age structure p = 0.000 (Table 12).

Table 12
Pearson chi-square test
Value df Statistical
significance (p)
Pearson chi-square 77.947 4 0.000
test
Conclusion

Serbia is a country with respect for traditional
values, rich cultural heritage and pristine natural
environment. Therefore, this country has a great
potential for the development of rural tourism.
There is a variety of rural areas in Serbia with dif-
ferent economic, socio-cultural and demographic
characteristics. There are, however, a number of
problems that impede efficient development of
rural tourism: for example, the lack of knowledge

R-ECONOMY 4

about the new approaches to the development of
rural economy; the lack of institutional frame-
work (especially legislation) which would ensure
the coordinating role of the state and greater in-
volvement of local authorities into rural develop-
ment; underdeveloped infrastructure; inadequate
production and ownership structure; inadequate
diversification of activities; and the dominance of
the sectoral police [13; 14].

To be competitive on the market, rural desti-
nations must meet the highest standards of quality
to satisfy the needs of tourists and to ensure their
loyalty. Tourists should be encouraged to return
to these places again and again and to recommend
them to their friends and relatives. This is partic-
ularly true of foreign tourists, who have already
accumulated considerable travel experience and
are seeking the highest quality of hospitality and
tourism [15]. Customer loyalty is directly related
to word-of-mouth communication but we should
not underestimate other sources of information
such as the media, good advertising materials,
and the Internet.

Local authorities play the key role in devel-
oping the potential of rural areas. In the past, they
mostly focused on construction or maintenance
of the infrastructure facilities and the improve-
ment of social and health care. Nowadays, they
need to invest more funds and effort into the de-
velopment of rural tourism, organization of vari-
ous rural festivals and the creation of institutions
that would represent the interests of agricultural
producers. The authorities should also provide
sufficient support to local farmers, for example,
through subsidies, educational schemes, aware-
ness raising measures, facilitated administrative
procedures, interest-free loans, and so on. All
these activities are important for the development
of rural tourism.

Rural tourism provides opportunities which
can be used to devise a balanced local and region-
al strategy ensuring cooperation of a wide range
of stakeholders. Effective partnerships between
the public and the private sectors can serve as the
basis for sustainable development. Innovations
often come from the private sector, that is, from
those who live and work in that area.

In order to turn Tesnjarske veceri into a large-
scale tourist event, better marketing strategies are
required. To make this event more economically
profitable it is also recommended to provide a
wider range of souvenirs for sale representing the
traditional arts and crafts.
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ABSTRACT

Protected natural area in the Danube region covers 107,200 hectares and includes two
national parks, two nature parks, one place of outstanding natural beauty, five special
natural reserves, twenty-five nature monuments, and two sites of international signif-
icance included in the Ramsar list. However, only 140 immovable and 374 movable
cultural objects are officially registered. There are 31 cultural objects of exceptional
importance and national significance and 89 objects of great importance and regional
significance. The objects with this status are protected by the state. Two sites are on the
preliminary UNESCO World Heritage list. This paper discusses the potential of tour-
ism industry in the Serbian Danube Region and the prospects of its further develop-
ment. We outline the current state of tourism industry and describe the geographical
location of the region, its natural and anthropogenic resources, and accommodation
capacities. We analyse such data as the number of tourists and the number of overnight
stays by municipalities in 2016, and the average length of stay. The indicators used are
the functionality coefficient, the capacity utilization and the intensity of functionality.
The conclusion is drawn that the tourism potential of the Serbian Danube Region is
not fully realized and that its development should be at a much higher level, given the
increasingly important role of the region as a major tourist destination in Serbia.
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PE3IOME

OxpansAemas npupopHas repputopuA B [lyHaiickom pernone sanumaet 107 200 rek-
TapoB U BKJIFOYAeT B ce0s [iBa HAIMOHA/IbHBIX IIaPKa, [Ba IPYPOIHBIX MapKa, OfHO
MECTO BBIJAIOLIENCs PUPONHON KPACOTBI, IIATH CIIENMA/IbHBIX IIPUPOHBIX 3aII0-
BE[IHIKOB, IBa/LIaTh IIATh IIaMATHUKOB IIPUPOMbI U iBa 00beKTa MEXIYHAPOJHOTO
3HaYeHNs, BK/IIOUEHHBIe B CIMCOK Pamcapckoil koHBeHImy. OnHako oduinanibHO
3apETUCTPUPOBAHO TONBKO 140 HeOBIDKMMBIX U 374 TepenBIVOKHBIX KYIbTYPHBIX
obbexra. EcTb 31 KyNbTYpHBI OOBEKT MCKTIOUUTETBHON BaXKHOCTY 1 HAIVIOHATIb-
HOT'O 3Ha4eHV 1 89 00bEKTOB, MMEIOIIVX OOJIbIIOE 3HAYCHNIE V1 PETMOHA/IbHOE 3HA-
veHye. OOBEKThI € 9TUM CTATYCOM 3alLVIIEHBI TOCYAAPCTBOM. [[Ba 00beKTa Haxo-
IATCA B IpenBapuTenbHoM crvcke Bcemmproro Hacneaus IOHECKO. B pannoi
crarbe 00CY>KHaeTcsl OTEHIVAI MHAYCTPUM TYpU3Ma B peryioHe cepbckoro [lyHas
U TIEPCIIEKTYBbI €T0 IajIbHENIIero pasBUTHA. Mbl OIMChIBaEM TEKYILEe COCTOSHME
UHIYCTPMU TYpU3Ma U reorpadirdecKoe MOJI0XKEeHYe PEIMOHa, ero IPUpPOIHbIe I aH-
TPOIOTEHHBIE PECYPCBL, a TAKXKE TOCTMHIYIHBIE MOUIHOCTY . MBI aHa/M3MpyeM Ta-
KJi€ JJAaHHBIE, KaK KOJIMYECTBO TYPMCTOB 1 KOMMYIECTBO HOYEBOK B MyHUIMIIAJIUTETAX
B 2016 I, a TaK)Ke CPETHSA IPOXO/DKUTENBHOCT ITPpeObIBaHs. VICIIONb3yeMbIMU VH-
[VIKaTOpaMy ABJAITCA Koo duumeHT QyHKIMOHAIBHOCTH, UCIIO/Ib30BaHMe MOLL-
HOCTY M MHT@HCUBHOCTD QYHKIMOHAIbHOCTH. ClelaH BBIBOJ, O TOM, YTO TYPUCTIYe-
CKUIT TTOTEHIMa cepOCKOro JlyHallCKOro perioHa He IOJTHOCTBIO PeaTn30BaH U ero
PasBUTHE JO/DKHO OBITH Ha ropasno 6ojiee BBICOKOM YPOBHe, YIMUTbIBast Bce Ooee
BaKHYIO POJIb PEIMOHA KaK B&XXHOTO TyPUCTUUECKOro HarpasieHust B Cepoun.
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Introduction

The Serbian Danube Region is a destination
that is gaining more and more importance on the
tourist market of Serbia. The region offers a variety
of diverse tourist attractions ranging from natural
parks and reserves to cultural heritage sites [1].
However, the abundance of resources does not al-
ways guarantee commercial success [2]. Therefore,
it is important to define the direction for develop-
ment of tourism in the region, to achieve the syn-
ergy of all the key factors, and to cooperate with
other local partners to promote the Serbian Dan-
ube Region as a major tourist destination. The goal
is to boost revenues of the tourism industry by in-
creasing the number of tourists and the number of
overnight stays. The growth in the tourism sector
would create more jobs, reduce the outflow of the
population to other regions and improve the living
standards of the local community [3].

Theoretical framework

Until the second half of the twentieth century,
the data on tourist arrivals, number of beds and
the average length of stay as well as the number
of people employed in tourism and hospitality in-
dustry had been the key indicators for assessment
of tourism development in specific destinations
[4]. Later, in order to determine the impact of
tourism on local economies, the research started
to focus on the ratio of accommodation capaci-
ties and the number of local population in specific
destinations [5; 6]. The first to apply this type of
methodology was French geographer Pierre De-
fert, who proposed the index of tourist function
in 1967. French researcher Rene Baretje in 1978
improved Defert index and brought it in agree-
ment with the spatial unit of destination. Numer-
ous studies introduced other indicators, in addi-
tion to Defert-Baretje’s index, for measuring the
tourist intensity. For example, Polish researchers
used Charvat’s index to show the development of
tourism as a result of urbanization. The intensity
of tourism can also be determined with the help of
Schneider’s index, which is often referred to as the
index of tourist traffic intensity [7].

Description of the region

The Serbian Danube Region extends be-
tween 45°48’39” and 44°12’48” north latitude
and 18° 51°9”and 22°40°18” east longitude. This
region is located in Central Europe in the south-
ern part of the Pannonian Basin, in the north of
the Republic of Serbia [8]. The Danube Region in

R-ECONOMY 4

Serbia covers 15,755 km?, which is about 17.8%
of its total area. According to the last census,
there are 2,957,577 people in 499 settlements,
that is, about 40.7% of the total population of
Serbia. The average population density is 125 in-
habitants per km?. The region comprises 24 local
self-government units that have a direct access to
the Danube. The territory can be divided into the
following parts:

— the upper Danube Region, the area locat-
ed along the border with Croatia from Batina
(Bezdan) to Backa Palanka. Recently, this region
has significantly changed its spatial and function-
al characteristics;

the central Danube Region, the area from
Backa Palanka to Ram, which includes the largest
and most important centres in Serbia. This region
has retained its previous characteristics and does
not require any changes in the planning and ar-
ranging of its territory;

the lower Danube Region, the area from Ram
to Prahovo, located on the border with Romania.
This region holds considerable potential in the
sphere of trans-border cooperation [9].

The Serbian Danube Region comprises
107,200 hectares of protected natural area, which
makes it an ecological corridor of international
significance. The protected areas include the fol-
lowing:

— 2 national parks: Fruska Gora and Djerdap;

— 2 nature parks: Tikvara and Begecka jama;

— Area of unique natural beauty: Veliko ratno
ostrvo;

— 5 natural reserves: Gornje Podunavlje, Kar-
adjordjevo, Bagremara, Koviljsko-Petrovaradins-
ki rit and Deliblatska pescara;

— 25 natural monuments covering over
one hectare of area: Stari park near Sonta, Park
Celarevskog dvorca, Kamenicki park, Dvorska
basta park, Mackov sprud, Ivanovacka ada and
Salinacki lug;

— According to the Convention on Wetlands,
Gornje Podunavlje and Labudovo okno are regis-
tered as sites of international importance for wet-
land habitats of bird species [10; 11].

Within the Serbian Danube Region, there are
areas that enjoy the status of internationally pro-
tected areas and those with the candidate status:
for example, Gornje Podunavlje and Labudovo
okno are already included in the list of Ramsar
sites, while Koviljsko-Petrovaradinski rit and
Donje Podunavlje are awaiting to be approved.
Such areas as Gornje Podunavlje, Deliblatska
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pescara and Djerdap have the status of recog-
nized biosphere reserves within the UNESCO’s
Man and the Biosphere (MAB) Programme. Djer-
dap National Park is covered by the Framework
Convention on the Protection and Sustainable
Development of the Carpathians. Serbia has also
submitted nomination proposals for Deliblatska
pescara and Djerdap National Park to be included
into the World Heritage List on the basis of the
Convention on the Protection of the World Cul-
tural and Heritage Site [10].

There are 1,186 objects of cultural significance
in the Serbian Danube Region. However, only 140
immovable and 374 movable cultural objects are
officially registered. There are 31 cultural objects
of exceptional importance and national signif-
icance and 89 objects of great importance and
regional significance. The objects with this status
are protected by the state. The town of Ba¢ and
Smederevo fortress with its surroundings have
been on the preliminary UNESCO World Heri-
tage list since 2010. All these natural and anthro-
pogenic resources of the Serbian Danube Region
are a part of the European heritage, which can be

used as the starting point for their promotion and
marketing as tourist attractions [11].

The peculiar feature of tourism in the Serbian
Danube Region is the number and diversity of the
natural and anthropogenic landmarks concentrat-
ed in a relatively small territory. The problem that
needs to be addressed is the low level of their attrac-
tiveness for tourists. Moreover, tourists’ awareness
about these spots is also low [12]. It is known that
the Danube is one of the most popular river boat
destinations: it ranks first in the world by the num-
ber of tourists that visit it on boat cruises. In 2008,
out of 380,000 German and Austrian tourists that
travelled on international tourist boats, only 51,000
stopped in Belgrade [13]. On the one hand, there
are fortresses such as Kalemegdan and Petrovara-
din, whose promotion is ineffective; on the other
hand, there are also fortresses that remain largely
unknown to tourists. The most attractive cultural
landmark in the region is the archaeological park
Viminacium. Another example of successful pro-
motion is Lepenski Vir: since 2012, the efficient
marketing campaign has made it much more inter-
esting for tourists.

Table 1
The region’s population by municipalities (data of the 2011 census)
Municipality |Surface area in sq. km| Populated places | Population | People per sq. km District
Serbia 88,509 6,158 7,258,753 - -
Belgrade 3226 157| 1,647,490 514 -
Apatin 380 5 29,500 84 West Backa
Odzaci 411 9 30,202 73
Sombor 1216 16 87,539 74
Bela Crkva 353 14 17,912 51 South Banat
Kovin 730 10 34,990 48
Pancevo 756 10 12,3021 163
Novi Sad 699 16 333,268 477 South Backa
Backa Palanka 579 14 55,898 97
Bac 365 6 14,415 39
Backi Petrovac 158 4 13,418 85
Beocin 185 8 15,589 84
Sremski Karlovci 51 1 8,797 172
Titel 261 6 16,070 61
Zrenjanin 1327 22 123,536 93 Central Banak
Indjija 385 11 47,818 124 Srem
Stara Pazova 350 9 70,333 200
Kladovo 629 23 21,142 34| Southern and Eastern
Majdanpek 932 14 19,854 21 Serbia
Negotin 1,090 39 38,030 35
Pozarevac 477 27 73,975 156 Branicevo
Veliko Gradiste 344 26 18,956 55
Golubac 367 24 8,654 25
Smederevo 484 28 107,170 223| Podunavlje (Danube Basin)

Source: Statistical Office of the Republic of Serbia.
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Tourist infrastructure and tourist
traffic in the Serbian Danube Region

There is currently no adequate record of ac-
commodation in Serbia and it is not possible to
give a complete overview of accommodation fa-
cilities and complementary accommodation fa-
cilities. Although many towns and municipalities
on the Danube hold a great potential for the de-
velopment of tourism, they have a poor tourist
infrastructure [14]. In our analysis we are using
the data provided by the Statistical Office of the
Republic of Serbia.

As statistics show, in 2016, 1,250,308 tourists
arrived in the Serbian Danube Region and spent
2,647,347 nights. The average length of stay of do-
mestic tourists was 2.3 days, while foreign tourists
stayed for 2 days. Interestingly enough, twice as
many foreign tourists as domestic ones visited the
region in the given period.

In 2016, 299 accommodation facilities were
registered in the Serbian Danube Region. These

facilities offer 15,688 rooms and 33,176 beds, with
31,827 permanent and 1,349 extra beds (Table 2).
Accommodation services are predominantly pro-
vided by hotels.

There are 138 hotels in the Serbian Danube
Region, all of them categorized. Hotels of a lower
category have 8,868 rooms and 15,688 beds. In
the region, there are 5 five-star hotels, 38 four-
star hotels, 26 three-star hotels, 14 two-star hotels
and 4 one-star hotels. There are also two apart-
ment hotels (a five-star and a four-star). As for
garni hotels, there is one five-star, 18 four-star,
25 three-star, 4 two-star, and a one-star. In ad-
dition to the hotels, the Serbian Danube Region
also has one boarding house, 3 motels, 61 over-
night stays, 9 apartments, 17 inns with accom-
modation, 3 spa centres, 2 mountain huts, 3 chil-
dren’s and youth resorts, 57 hostels, 4 camps, and
a car for sleeping. There are seven other accom-
modation facilities, including campsites, hun-
ting lodges and huts, tourist resorts [15].

Table 2
Tourist accommodation capacities in the Serbian Danube Region in 2016
Municipality | Permanent establishment | Available rooms | Bed places Permanent beds | Spare beds

Belgrade 149 8,047 15,389 14,695 694
Apatin 5 269 610 604 6
Odzaci 4 28 56 56 0
Sombor 9 233 630 613 17
Bela Crkva 4 346 1,016 1,011 5
Kovin 1 32 130 130
Pancevo 5 29 78 70 8
Novi Sad 58 4,064 9,129 8,943 186
Bac 2 14 33 33 0
Backi Petrovac 0 93 197 197 0
Backa Palanka 7 113 228 207 21
Beocin 2 36 64 61 3
Sremski Karlovci 3 129 282 268 14
Titel 1 41 93 93 0
Zrenjanin 12 323 674 654 20
Indjija 4 98 210 199 11
Stara Pazova 6 160 394 314 80
Kladovo 4 424 1,173 1,064 109
Majdanpek 2 361 736 716 20
Negotin 4 203 530 510 20
Smederevo 4 66 129 128 1
Golubac 2 84 242 191 51
Veliko Gradiste 4 338 835 808 27
Pozarevac 7 157 318 262 56
Total 299 15,688 33,176 31,827 1,349

Source: Statistical Office of the Republic of Serbia.
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Hotels are well-equipped to accommodate
large tourist groups as well as conference guests.
However, the average occupancy rate in the Ser-
bian Danube Region is low and, therefore, ho-
tels’ annual revenues are quite modest [14]. The
largest number of tourists come to Belgrade and
Novi Sad. Thus, it is the hotel industry in these
areas that has the greatest impact on economy. For
more balanced development of tourism industry
in the Serbian Danube Region it is necessary to
build many more facilities for accommodation of
tourists in other parts of the region.

The number of foreign tourist arrivals in 2016
was 885,672 or 70.8% of the total number of ar-
rivals. Foreign tourists made 1,808,924 overnight
stays, which is 68.3% of the total number of over-
night stays in the Danube Region (Table 3). The
large proportion of foreign tourists indicate the
increasing importance of foreign tourism for the
development of the region. The absolute values of
the tourist traffic as well as the region’s participa-
tion in the overall tourist traffic of Serbia are likely

to increase in the future due to the region’s signif-
icant natural potential and the size of its territory.
The current data indicate the growth of tourism
industry and the systemic approach applied to
tourism development and management by the
authorities of the Serbian Danube Region. At the
moment, the leading municipalities in this respect
are Belgrade, Novi Sad, Kladovo, Majdanpek and
Veliko Gradiste.

Municipalities which have the smallest tour-
ist traffic are also the most underdeveloped. These
include Odzaci, Ba¢, Titel and Pancevo. Thus, the
local trend contradicts the global pattern in which
the share of family business in tourism, especially
in the domain of accommodation services, is be-
coming increasingly important [16]. Encouraging
the construction of facilities in the private sector
seems to be a very suitable development option,
which could improve the poor social conditions
of the local population and compensate for the
lack of investment in tourism and hospitality
management in Serbia.

Table 3
Tourists and overnight stays in 2016
Municipality Tourists Nights spent Average number
of nights spent
Total Domestic | Foreign Total Domestic | Foreign |Domestic| Foreign

Belgrade 913,150 176,087 737,063| 1,867,150 406,674| 1,460,476 2.3 2.0
Apatin 7,007 5,570 1,437 52,035 46,875 5,160 8.4 3.6
Odzaci 58 49 9 319 241 78 4.9 8.7
Sombor 11,271 7,369 3,902 21,548 14,058 7,490 1.9 1.9
Bela Crkva 1,186 1,143 43 8,024 7,929 95 6.7 2.2
Kovin 2,520 2,358 162 8,915 8,285 630 3.5 3.9
Pancevo 1,190 670 520 2,310 1,300 1,010 1.9 1.9
Novi Sad 174,489 67,808 106,681 360,578 118,956 241,622 1.8 2.3
Bac 547 215 332 1,346 337 1,009 1.5 3.0
Backi Petrovac 2,708 1,459 1,249 5,386 2,456 2,930 1.7 2.3
Backa Palanka 3,310 1,338 1,972 6,804 2,725 4,079 1.9 2.0
Beocin 1,982 1,601 381 4,700 3,235 1,465 2.0 2.0
Sremski Karlovci 7,219 5,059 2,160 12,926 8,181 4,745 1.6 2.2
Titel 558 473 85 1,444 1,192 252 2.5 3.0
Zrenjanin 15,261 8,926 6,335 54,085 31,126 22,959 3.5 3.6
Indjija 2,503 1,340 1,163 4,762 1,927 2,835 1.4 24
Stara Pazova 12,053 6,308 5,745 32,986 16,949 16,037 2.7 2.8
Kladovo 25,651 21,719 3,932 50,187 42,219 7,968 1.9 2.0
Majdanpek 24,774 20,023 4,751 44,245 33,635 10,610 1.7 2.2
Negotin 4971 4,492 479 14,043 12,715 1,328 2.8 2.8
Pozarevac 13,269 11,004 2,265 30,164 24,839 5,325 2.3 24
Veliko Gradiste 17,891 15,755 2,136 52,861 46,378 6,483 2.9 3.0
Golubac 3,186 2,470 716 4,540 3,606 934 1.5 1.3
Smederevo 3,554 1,400 2,154 5,989 2,585 3,404 1.8 1.6
Total 1,250,308 364,636 885,672 2,647,347 838,423 1,808,924 2.3 2.0

Source: Statistical Office of the Republic of Serbia.
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Methodology

This paper analyses indicators of tourist func-
tions that can help determine the intensity of
tourism and its development in a particular desti-
nation. The analysis of four indicators is applied to
determine the region’s importance and participa-
tion in the overall tourist offer of Serbia. In order
to present the tourist development of the region,
we analysed the following indicators as of 2016:
the length of stay of tourists, the functionality co-
efficient, the capacity utilization and the intensity
of functionality [17].

Length of stay (LS) is the ratio of the num-
ber of overnight stays (NO) to the number of
tourists (NT):

_NO
NT'

Functionality coefficient (FC) is the ratio of
number of beds (NB) to the population number
(PN):

LS

_ NB-100
PN

Capacity utilization (CU) is the ratio of the
number of overnight stays (NO) to the number of
beds (NB) during the year. This indicator allows
us to assess the profitability of accommodation
facilities:

FC

y - NO-100
NB-365

If the capacity utilization is higher than 60%,
the business is profitable; if it ranges between 40%
and 60%, then the business is able to cover its
costs to stay afloat; and if under 40%, the business
is not profitable [17].

The intensity of functionality refers to the vol-
ume of tourist traffic in the given location within
a certain time period. It can be measured in terms
of space, the number of local population or the
size of accommodation capacities [17]. In this pa-
per, we measure this indicator by using the pop-
ulation size:

_ NT-100

PN

where IF is the intensity of functionality; NT,
the number of tourists; and PN, the local pop-
ulation [7].

IF

Results and discussion

The results of research show that the Serbian
Danube Region is a well-established destination
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on the tourist market, which is reflected in the
number of tourist visits throughout the year. The
turnout is particularly intense during the sum-
mer months. We should take into consideration
that an increase in the number of visitors in gen-
eral could lead, in addition to positive econom-
ic effects, to the decline in the quality of tourist
services and excessive pressure on the capacities
of certain sites.

As Table 4 illustrates, the length of tourist
stays in 2016 was quite short - on average two
days. This fact can be explained by the poor state
of tourism and hospitality infrastructure in Ser-
bia, for example, the lack of available rooms and
beds, accompanied by the decline in the popula-
tion’s purchasing power and the rising prices of
services. The only exception from this trend is
Odzaci, in which tourists’ average length of stay
was about 18 days.

The functionality coefficient for the entire
region is only 1.12% due to the small number of
available beds. However, even if the actual num-
ber of beds was increased, we would still have a
low coeflicient of functionality. This means that
we should also work to improve the overall tour-
ist offer in the region. A slightly better picture in
this indicator is found in Djerdap, Sombor and
Bela Crkva. In these areas, the functionality co-
efficient is significantly higher than the average
values for the whole region — over 5% - due to
better accommodation capacities. It is also obvi-
ous that the local population in these areas does
not suffer from intensive construction of tour-
ist infrastructure, which is of great importance
for the sustainable development of the whole
region. It is recommended that in the munici-
palities specializing in tourism the ratio of num-
ber of beds to the number of inhabitants should
be 1.5:1 [18]. The capacity utilization indicator
reflects the level of economic development and
profitability. Unfortunately, its current level of
21.86% indicates the ultimate unprofitability of
the local accommodation facilities.

The intensity of functionality is an indicator
that shows the intensity of tourist traffic, which
is estimated by using the number of tourist ar-
rivals. This indicator in the region is compara-
tively low and amounts to 42.7%, which means
that the negative impact of tourists on the local
culture and the local identity is low. Higher val-
ues of this indicator were recorded in Kladovo,
Majdanpek (Djerdap), Sremski Karlovci and
Belgrade.
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Table 4
Indicators of tourism development in 2016
Municipality | Population | Tourists| Nights | Bed |Length of | Functionality| Accommodation| Tourism

(2011 census) spent | places | stay (day) | index (%) occupancy (%) |intensity (%)

Belgrade 1,647,490 913,150 1,867,150| 15,389 2.0 0.93 33.24 55.43
Apatin 29,500 7,007 52,035 610 7.4 2.06 23.37 23.75
Odzaci 30,202 58 319 56 18.5 0.18 1.56 0.19
Sombor 87,539 11,271 21,548 630 1.9 5.59 9.37 12.88
Bela Crkva 17,912 1,186 8,024, 1,016 6.8 5.67 2.16 6.62
Kovin 34,990 2,520 8,915 130 3.5 0.37 18.79 7.20
Pancevo 123,021 1,190 2,310 78 1.9 0.06 8.11 0.97
Novi Sad 333,268| 174,489 360,578| 9,129 2.0 2.73 10.82 52.36
Bac 55,898 547 1,346 33 2.5 0.06 11.17 0.98
Backi Petrovac 14,415 2,708 5,386 197 2.0 1.37 7.49 18.79
Backa Palanka 13,418 3,310 6,804 228 2.0 1.70 8.18 24.67
Beocin 15,589 1,982 4,700 64 2.4 1.70 20.12 12.71
Sremski Karlovci 8,797 7,219 12,926 282 1.8 3.20 12.56 82.06
Titel 16,070 558 1,444 93 2.6 0.58 4.25 3.47
Zrenjanin 123,536 15,261 54,085 674 3.5 0.55 21.98 12.35
Indjija 47,818 2,503 4,762 210 1.9 0.44 6.21 5.23
Stara Pazova 70,333| 12,053 32,986 394 2.7 0.56 22.94 17.13
Kladovo 21,142| 25,651 50,187 1,173 2.0 5.55 11.72 121.32
Majdanpek 19,854 24,774 44,245 736 1.8 3.70 16.47 124.78
Negotin 38,030 4,971 14,043 530 2.8 1.39 7.26 13.07
Pozarevac 73,975| 13,269 30,164 129 2.3 0.17 64.06 17.93
Veliko Gradiste 18,956, 17,891 52,861 242 3.0 1.28 59.84 94.38
Golubac 8,654 3,186 4,540 835 1.4 9.65 1.49 36.81
Smederevo 107,170 3,554 5,989 318 1.7 0.30 5.16 3.31
Total 2,957,577|1,250,308 | 2,647,347| 33,176 2.1 1.12 21.86 42.27

Source: Statistical Office of the Republic of Serbia.
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The Serbian Danube Region is becoming an
increasingly important tourist destination of Ser-
bia, along with popular spa areas and mountain
destinations. It is rich in natural and anthropo-
genic tourist attractions, which are underrated
and deserve to be better presented in the tourist
market. The regions natural highlights, which
could successfully compete with their counter-
parts in other European countries, require addi-
tional investment into the development of their
tourist infrastructure. Although the general
attitude in the region is that each municipality
should bear responsibility for the development
of its own tourism industry, it would be more
productive to foster stronger links between the
municipalities. Then, more prosperous munic-
ipalities such as Belgrade and Novi Sad would
also be able to boost the growth of tourism in
other municipalities and thus make their eco-

R-ECONOMY 4

nomic development more balanced. This way,
underdeveloped areas would become more at-
tractive to tourists while more advanced mu-
nicipalities would be able to reduce the negative
impact of tourism on their environment and the
population’s culture and way of life. Moreover,
such strategy would allow the government to
redistribute the pressure on the existing infra-
structure, which is overloaded in the high peaks
of the tourist season. In the future, measures
should be taken to preserve the region’s natural
beauty, to develop sustainable tourism, and to
invest in creating diverse and modern tourist ac-
commodation, transport and service infrastruc-
ture. It is also recommended to develop such ar-
eas of tourism industry as sports tourism, health
and recreation, sightseeing, religious tourism
and congress tourism, which are less dependent
on weather conditions and can ensure stable
tourist traffic throughout the year.
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