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According to its Terms of Reference, among its various responsibilities, the RSEDP 2 Project is required to support the development and implementation of regional strategies and plans in Serbia. To this end, the Project Team will be issuing a series of guidance notes on this topic.

This particular note draws on a variety of sources, particularly guidance documents issued by the European Commission from which, for example, the table on indicators on the final page is taken.

1. Introduction

1.1 Background

Within the EU, regional development activity by public agencies is based on a belief that markets are generally the most effective and efficient means of achieving economic and social objectives.  Public intervention is therefore justified only where the market is not working properly and the intervention in question does not create economic distortion. From this perspective, at least five situations can be identified where public intervention in a market economy may be justified:

· The provision of public goods
 (such as transport infrastructure or basic training) which cannot be provided in the absence of public intervention;

· The provision of public subsidies to correct the price of goods and services where the market price does not adequately reflect their external costs or benefits
 (e.g. the cost of loans to SMEs);

· To control monopoly and unfair competition and thus prevent goods and services being sold to consumers at prices that generate excess profits;

· The management of schemes targeted at changing behaviour through correcting a lack of knowledge or information asymmetries
 (e.g. introducing technology in businesses);

· Redistribution of income through subsidies or welfare benefits in pursuit of broadly social aims
 (e.g. allowances to early school leavers or disabled people).

In order to target and manage such public intervention in an effective and efficient manner a variety of approaches have evolved in European regions that reflect different economic circumstances and administrative cultures. There is much in common between them, however, and they are compatible with (but not completely determined by) the relevant policies of the European Union and practices of the European Commission.

These approaches all include the elaboration of management documents that define the strategic, planning and programming aspects of regional development activity. The RSEDP 2 team is drawing on its wide experience of this activity to promote an approach here that both reflects the best practices of the European experience and is most appropriate to the Serbian context. To that end an important component of the work specified in the Terms of Reference of this project is to support the preparation of 

Regional Development Strategies and Regional Development Plans by the existing RDAs in the NUTS III regions of Serbia.

These guidelines explain the purpose of these of Regional Development Strategies and Plans and provide a detailed description of their contents.
1.2 Key Definitions

In everyday language, the words “plan” and “strategy” are used interchangeably. The meanings of the words are quiet similar; both describe a method for achieving an end. However, there are strong differences between these words! 
A plan is an arrangement, a pattern, or a scheme for attaining a definite purpose. A plan is very concrete in nature and doesn’t allow for deviation. If “Plan A” doesn’t work, you don’t alter “Plan A” and try again. Rather, you move to “Plan B;” something totally different.

A strategy, on the other hand, is a blueprint, layout, design, or idea used to accomplish a specific goal. A strategy is very flexible and open for adaptation and change when needed.

So, a “plan” is not the same as a “strategy”. The half-inch thick documents that gather dust on our shelves are not strategies. Strategy is always succinct. A good strategy can be digested in minutes and yet will enable decisions to be taken, plans to be judged, resources to be allocated and actions to be prioritised. That is not to say that the strategy does not need to be supported by analysis of the current situation and why the particular strategy has been adopted to deliver some change – but the analysis and rationale is just that, it is not actually part of the strategy. 

Strategy is the starting point for planning. It is about asking the most basic questions: what are we trying to achieve and how (in the very broadest terms) are we going to achieve it? It is a basic prerequisite of the planning process but it is not the detailed planning itself. The main problem with many of the strategies we come across is that they fail to answer (or even ask) these basic questions. They are simply plans without much strategy at all, or even worse they are information and analysis without much planning or strategy
Plans take a more detailed look at how strategic objectives are to be realised, setting out the detailed actions which are to be put in place. The need to focus upon specific actions means that plans are forced to take into consideration: time (the amount of time required for actions to be effective); cost (the amount of money which will be required to implement actions against the budget which is available to implement the plan); and, institutional capacity (actions need to be asigned to institutions whose capacity must be considered).

A Regional Development Strategy is not a fixed blueprint, it is a framework for planning, prepared in close consultation with the community. It defines a vision and identifies priorities for strengthening the competitiveness of the regional economy and tackling social and economic disadvantage based upon a thorough analysis of the region.  However, nothing contained in this document should be read as a commitment that public resources would be provided for any specific project.
A

Regional Development Plan specifies how specific objectives based on the strategy will be addressed over the course of a specified planning period (usually shorter than the duration of the strategy). It identifies the actions to be taken in pursuit of the stated objectives and the human and financial resources that are to be mobilised.

A Regional Development Strategy is thus quite distinct from a Regional Development Plan, although the two are closely related:

(a) in general 
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(b) or more specifically, in regional development terms:
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. The Regional Development Strategy

The Regional Development Strategy (RDS) provides an analysis of the region’s condition and context and describes and justifies an overall policy response.
The RDS establishes the general framework that guides the activities of the regional partnerships, and should provide guidance on a number of fundamental questions. Providing and agreeing on answers to these questions is often very demanding but the questions themselves appear relatively simple.
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In practice, strategic thinking may not be as linear as the above questions suggest, but may involve a more iterative consideration of a number of key components as illustrated in the figure below.
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· The Vision expresses the desired state of the future and is based on the regional partnership’s wider values and principles. It needs to be realistic and recognise constraints related to resources, capacity and the broader economic and political context.

· Evidence & Analysis are used to express a shared understanding of the current situation, and likely future trends and causal links and show an awareness of the relative effectiveness of different available policy instruments. Quantitative evidence should be provided not only on the region itself but also, on key issues, on other Serbian regions and on the wider European context.

· Stakeholders need to be systematically informed of and involved in the elaboration of the Strategy if it is to be genuinely representative of (and owned by) the wider regional partnership.

· Finally, the RDS should reflect a realistic overall awareness of Delivery Capacity within the region. While detailed  consideration of implementation and delivery matters are addressed by the Regional Development Plan, it is obviously pointless to propose priorities for action if there is no realistic likelihood of taking the action identified.
In regard to how the RDS is presented it should be borne in mind that while the immediate audience for the RDS is the key regional development stakeholders and the political decision makers for the region, the RDS should also serve to inform international donor agencies and potential private sector investors in the region. 

RDS Section 1: Introduction
This section should provide a concise overall description of the region. It should provide a mental image of the regional landscape and land use and explain any economic or political peculiarities.
The section of the Strategy document describing the region will be a summary of a Regional Socio-Economic Profile which needs to be prepared to support the Strategy and the Plan. Information on the preparation of the Regional Socio-Economic Profile will form the content a further Guidance Note which the RSEDP2 Project will issue tom the RDAs.
The introduction should cover no more than 3 or 4 pages and include a statement of the region’s: size and location in Serbia, population, main settlements, transport connections, topography, land-use, climate, general breakdown of economic activity by sector and key industries. A sentence or two (at this stage) on the process of privatisation should be sufficient.

It would be advisable to include two small maps, one identifying the region in its wider setting and the other providing more details on the main settlements and transport routes within the region itself. A summary of the key regional indicators (such as is provided below) should also be included. NB More detailed statistics should be provided in each of the following descriptive sections.

	Area 
	

	Population
	

	Population Density 
	

	Gross Regional Product
	

	Per Capita GRP
	

	Total Population of Working Age
	

	Total Employed
	

	Unemployment Rate
	

	Number of Enterprises
	


RDS Section 2: Population
This section should provide data on total numbers, ethnic groupings, where they live, gender distribution, age distribution (especially 18 to 25 year olds, the over 60s for women and over 65s for men), the disabled and displaced persons, together with a summary of recent demographic trends.

RDS Section 3: Infrastructure 

This section should give an account of what it is like to travel from the region, and inside the region, and to move goods and also describe the availability sites and premises and of access to services for industry (electricity, gas, water, waste treatment).

RDS Section 4: Economic Structure & Performance 
This section should present a profile of the region’s economic activity. It should provide an account of all current economic activity in the region by sector, significant individual activities and enterprise size. It should also describe any role that the public sector may be playing in production and the state of the privatisation process. Particular attention should be paid to SMEs, business support services, business infrastructure and the enabling environment. Any available information relating to relative economic performance and recent trends should also be included.

RDS Section 5: Employment, the Labour Market and VET

This section should describe the quality of the labour force in the region and its availability. Information on the existing demand for labour in the region should include figures on: the number employed in the region (and figures broken down by gender and age), the number of persons available for work (again with a breakdown by gender), total numbers unemployed and the unemployment rate, total number of unemployed by gender, age and type of worker, and the total number of vacancies by gender, age and type of worker. 
It is also necessary to describe the skills and abilities contained within the region since this will determine how easy it will be for the region to benefit from any changes that result in an increase in the demand for labour. Figures should therefore be supplied on the number of persons of working age in the region, plus breakdowns by gender, age groups, and education level/attainment.

An assessment should be made of the situation in terms of equality between men and women with regard to labour market opportunities. 

In relation to both Vocational Education and Training and Higher Education, any significant variations in the educational profile from the national average should be described as should any strengths (e.g. the presence of particular institutions). 

Finally, information should be provided on the average level of (weekly, monthly) wage in the region. 
RDS Section 6: Social Issues 

This section should describe social conditions in the region and outline the support services which are available in the region for those in need. It should cover, as a 

minimum: health and health care provision; housing – level of private ownership, availability of sites, relative prices; child care and of registered child minders and care for the elderly.

RDS Section 7: The Environment

The section should provide a description, quantified where possible, of the environmental situation of the region and its main strengths and weaknesses. (Any proposed arrangements for ensuring that the environmental dimension of proposed activities are in compliance with Community rules should be addressed in the Regional Development Plan.) Information should be provided on both the natural environment and any pollution issues with which the region is confronted.

RDS Section 8: Quality of Life in the Region

A final descriptive section should briefly cover any cultural, entertainment and leisure resources in the region.

RDS Section 9: The policy context.

Once a thorough description has been provided in the preceding sections, this section should set out relevant policies of and activities undertaken by regional, national, international donors including the EU.

RDS Section 10: Assessment of medium term needs.

The key aspects of the preceding sections are very briefly and selectively summarised in this section in light of the Regional Development Agency’s likely capacity to effect change. This should conclude with a SWOT analysis in tabular form leading to the identification of key needs.

SWOT analysis is a simple mechanism for clearly presenting the findings of analysis under the following headings:

· Strengths (the internal aspects of the region which are performing well currently)

· Weaknesses (the internal aspects of the region which are not performing well currently)

· Opportunities (new or external phenomena that might offer a positive development potential for the region).

· Threats (new or external phenomena that might damage the development of the region in the future).

The RSEDP2 Project has a Guidance Note dealing with the use of SWOT Analysis in regional development.
RDS Section 11: Statement of Priorities

The RDS concludes with a coherent ranking of the main disparities and needs that have to be addressed and the identification of a limited number of clear priorities to address them. A general indication of the relative concentration of assistance between priorities may be given but a detailed treatment of this subject is not useful in the strategy itself. This subject is quite a complex one and is addressed in the Regional Development Plan. 

On the other hand, a brief statement of complementarities and synergies with other policies & activities (e.g. national and EU) would be useful and appropriate. Finally, there should be a clear statement of the expected overall impact of the implementation of the strategy in terms of a limited number of key indicators.

Two important quality issues for Regional Development Strategies.

1. Accuracy and sufficient (but not too much) detail is necessary in the description of socio-economic context. These are management documents, not academic treatises. Moreover, it is just as unwise to provide too much detail as it is to provide to little. For example, it is rarely advisable to provide information on individual projects (even as illustrations) since this:

· this reduces the flexibility of those responsible for the implementation of the strategy who should be free to support any project which will impact upon the needs to be addressed and not just those appended to the strategy document

· is illogical, in terms of the nature and definition of strategy documents

· often creates unrealistic expectations among stakeholders at a very early stage making it difficult to sustain their support over time (N.B. at this stage a lot of the detail required about the ability to fund projects will not be available)

· it is at odds with EU best practice as it relates to Operational Programmes where the management documents stop at the level of measures and do not specify projects.

2.  The degree of consistency among the needs and priorities identified in the RDS (and between these and the objectives, activities and their intended results subsequently identified in the Regional Development Plan) is of critical importance. Equally important are the pursuit of balance and the integration of the priorities of the Strategy with national and Community priorities.
Who Does What in Regional Development Strategy Elaboration?
Just as the purpose of the RDS is quite distinct from that of the RDP, the two documents are elaborated in different ways. Since the RDS is concerned with articulating an overall response to key problems, it is most immediately concerned to establish a vision that is both accurately informed and clearly representative of the interests of the various partners in its region. To this end, it is important that adequate provisions for consultation with key regional stakeholders. It is neither necessary or desirable for such stakeholders to be involved in the preparation of the strategy documents but it is necessary for them to be sufficiently engaged to develop ownership.  This is particularly the case with regard to accepting the priorities that the RDS identifies.

The work of actually preparing the draft strategy (including: the collection of statistical and other relevant information; the preparation of the Socio-Economic Profile of the Region; the SWOT Analysis) should be carried out by the professional staff within the region with relevant responsibilities (for maintaining statistical series and databases, for the analysis of performance of key industries and sectors, etc.). Often, the most 

effective way of organising such work is through the establishment of thematic and sectoral working groups. 

Independent consultants may be engaged to help prepare the RDS but it is preferable that RDA staff themselves take the lead in what is a core professional activity. To the extent that they are involved in the production of the RDS, the staff of an RDA: develop a more detailed awareness of their region; establish their professional competence with the regional stakeholders (including the Assembly); become familiar with existing data sources (and their limits); and raise the profile of the agency.

The RDS elaboration process can be time-consuming but compromising on the time required can result in a low-quality strategy and be much more costly in the long-run. We suggest that, from start to finish, the preparation of and RDS of acceptable quality will take approximately six months with indicative timings for completing specific components as follows:

Socio-Economic Profile

 
2 months 

SWOT Analysis



1 month 

Identification of Problems and Needs

1 month 

Setting and Agreeing Priorities

1 month 

Preparing the Strategy Document

1 month

3. Contents of a Regional Development Plan

The Regional Development Plan (RDP) provides a full description of how the strategy is to be implemented including detailed information on specific activities and on the intended use of financial resources.

RDP Section 1: Introduction

The document should begin with a re-statement of the Priorities that were agreed in the Strategy. The clear statement of the expected overall impact of the implementation of the strategy in terms of a limited number of key indicators made in the strategy should also be made here. However in the case of the Plan, the weight of each Priority (in terms of resources to be allocated to it) should be assigned, each of them should be related to one or more specific Operational Objectives and the resultant “policy mix” to be delivered by the Plan should be given explicit justification, in relation to the expected results and impacts. 

This should explain, for example, why “actions in favour of SMEs” receive an X% rather than a Y% share of the total spending. The effectiveness of these choices (in terms of reducing disparities, contributing to economic and social cohesion) should be substantiated. Impact on the environment and equality of opportunity between women and men are key political priorities of the European Union and demonstrating that supported activity will contribute to them is particularly important in any activities that are supported by EU funding.
RDP Section 2: Planned Activity

The manner in which these medium-term Operational Objectives (to be attained over the period of the plan) are to be pursued in practice should be described down to the level of individual actions (i.e. grant or aid-schemes as well as individual one-off projects). This should include a limited number of projections of socio-economic impact that should be related as directly as possible to the activities that are to be carried out.
An outline of each of the individual actions that are being supported in pursuit of the Plan’s operational objectives should be provided. This should include for each action: 
· the title

· a description

· a statement of its aims and objectives 

· identification of its intended final beneficiaries (e.g. SMEs in sector X) 

· identification of the implementing body (if this is not the Agency) 

· an indicative allocation of the financial resources to be devoted to the action

· a carefully chosen and limited number of relevant monitoring indicators and specification of who is responsible for their collection - these should include specific targets in relation to outputs, and results and an explanation of their consistency with the corresponding Strategic priorities.

RDP Section 3: Provisions for Implementation
This section should begin by identifying the Assembly designated as being responsible for the elaboration and adoption of the Strategy and drafting implementation of the Plan. It should also specify the delegation of any responsibilities to the Agency (or any other body) for implementation of the Plan or any element thereof.  Further information should be provided on any arrangements for involving the Assembly and any other stakeholders in the implementation of the Plan and an indication of the identity of any such stakeholders.

The section should proceed to describe the arrangements for implementation of the Plan by the Agency including the identification of any different institutional and financial partners and their responsibilities:

· financial procedures and control to ensure that the procedures for the mobilisation and circulation of the (various) sources of financing for the Plan are transparent;

· monitoring – more particularly, the specification, collection and supply of data; 

· evaluation; and

· information and publicity.
Finally, a description should be provided of the way in which the Agency will ensure compatibility with legal requirements including:

· rules on competition

· the award of public contracts

· protection and improvement of the environment

· the promotion of equality between men and women.
RDP Section 4: Resources

A description should be provided of both the human and financial resources available for delivering the plan including detailed annual figures of expected income by source and expenditure by category and action supported. For purposes of clarity, the financial data should be presented in tabular form.

Three Important Quality Issues for Regional Development Plans.

1. The proposed delivery mechanisms should be those that are most effective and efficient for the achievement of the objectives.

2. The various elements of the proposed implementation provisions should be coherent amongst themselves and with the financial and human resources that are to be committed.

3. The issue of the sustainability of impact should have a major influence on the identification of activities to be supported.

Who Does What in Regional Development Plan Preparation?
The purpose of the RDP is much more operational than strategic. Indeed, once a Regional Development Agency has established a core level of capacity there is no reason why the professional staff of that agency should not elaborate the Plan in-house and there are good reasons for them to adopt this approach (as we explain below). However the Plan will still need to be approved and adopted by the Assembly concerned and there may be some merit in considering wider consultations with the regional partners. 
In terms of time required for preparation, it is less easy to generalise in relation to the RDPs than it is in relation to the RDAs. Much depends on practical matters: not least availability of a definite budget. In general, however, assuming that wider decisions have been made and information is available, the preparation of the Plan should take no longer than the preparation of the Strategy.

The advantages of RDAs preparing the RDP and (as much as possible of the RDS) in-house rather than depending on external consultants should be evident.  Such an approach would develop both their skills and the knowledge that they have of their region. Moreover, as one moves down from the strategic to the operational level, technical professional skills become more relevant than political representativeness (provided a good quality Strategy has been adopted in the first place and Partnership representation is adequately catered for at the Strategy level). On the Plan level (and subject to the legitimate oversight of the Assembly) a higher degree of professional objectivity and responsibility needs to be exercised by the RDA staff.

4. Management Information: An Initial Comment on the Use of Indicators for Monitoring the Implementation of a RDP. 

The systematic and efficient collection of data for basic management purposes deserves careful consideration from the outset of the design of a strategy and plan (it is much more difficult, sometimes impossible, to obtain information retrospectively).

It is important to define a limited number of indicators relevant to monitoring and managerial needs, as well as core indicators corresponding to strategic priorities and operational objectives. It is equally important to avoid poorly selected or defined indicators and speculative targets, as they serve no useful purpose and, indeed can complicate effective management. The indicators chosen should reflect a relatively clear causal relationship and indicators which are strongly influenced by outside factors are of little practical value. 
Good indicators have the following characteristics.

· They are relevant to the purpose for which the indicator is required.

· They are clearly defined.  

· Measurement is reliable (e.g. the same measurement taken by two different people should give the same value for the indicator).

· Data is readily available, i.e. the cost of collecting the measurements as regularly as required should not outweigh the usefulness of the indicator.  

· Data is available within a reasonable time frame, i.e. the measurements should still be useful for the purpose of the indicator at the time when they become available.     

With regard to RD Strategies two broad categories of indicators can be distinguished context indicators and planning indicators. Context indicators, as the name suggests, refer to the context in which the the Regional Development Strategy is being pursued.  Context indicators apply ‘to an entire territory, population or category’.  

Planning indicators refer to activities pursued under the RD Plan and are used to monitor the direct or indirect effects of the programme.  Planning indicators can be divided into four types: resource indicators, output indicators, result indicators, and impact indicators. 

· Resource indicators provide information on the financial, human, material, organisational or regulatory means used by operators for implementing the plan.

· Output indicators represent that which is obtained directly in exchange for public expenditure. (In a training activity, an example of an output indicator could be the number of training places provided through the plan in 2010.)

· Result indicators represent the immediate advantages of the planned activity In a training activity, an example of a result indicator could be the number of participants who achieved certification in 2010.  

· Impact indicators represent the consequences of the plan beyond its direct and immediate interaction with the addressees. In a training activity, an example 

· of a result indicator could be the percentage of those trained who find employment (compared to those who did not undergo training).

Examples of Indicators for Different Sectors

	Intervention
	Resource
	Output
	Result
	Impact

	Construction of a road between A and B
	Cost of construction
	Length built
	Reduction in journey time between A and B
	Reduction in congestion costs

	Subsidy/grant to SME
	Amount of subsidy/grant
	Number of enterprises assisted
	Private investment leveraged in assisted enterprises
	Number of gross jobs created after 2 years in assisted enterprises

	Renovation of a rundown urban area
	Amount of grant/subsidy
	Number of housing units renovated or built
	Numbers buying or renting housing units
	% Change in area unemployment rate

Change in average price of housing unit




















� Public goods exist when it is not possible to exclude people from enjoying the benefits of the good or service. The basis for exclusion is the payment of the market price. With publicly funded roads there is no price so no exclusion. Within training and education activities individuals who have not paid for the service still receive the benefit from living and working alongside better skilled and educated individuals.


� Externalities exist when the market price does not equate with the cost of provision (external costs) or the full benefit is not reflected in the price (external benefit). Industrial pollution is the classic case. The price is established as a result of an interaction between the producer and the buyer. Neuither of these two actors will take into account the costs borne by others as  a result of the pollution caused.


�  Perfect information is required for the market to operate efficiently. When there is imperfect information then this can be exploited to create monopoly positions.


�  Intervention to deal with situations i. to iv. recognises that the market has not performed efficiently and seeks to improve this. However in the final case, the action is taken in the understanding that the market will never produce a fair (equitable) allocation of resources.
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Strategy
(philosophy of intervention and broad directions to be followed)


needed to unite stakeholders but cannot be detailed for this purpose


Regional Development 
Plan


detailed account of how the strategy is to be realised including the amount of time required, the funding likely to be available and who will be responsible
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ff guaranteed funding is available over a number of years
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Regional 
Development 
Measures


In EU Structural Funds Operational Programmes the process ends here. The OP Joint Management Committee leaves the decision relation to specific actions up to the Managing Authority of the OP


Regional Development Initiatives and Projects


If the RDA has its own funding then it can implement initiatives, if it has to rely on the funds of others it will implement projects
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set out where we want to go by setting goals and objectives which relate to the critical problems faced


they are operationalised (turned into concrete
 actions) through the preparation of 
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which state how we will get there in terms of the activities which will be undertaken to try and eradicate or reduce the critical problems faced



