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Macroeconomic overview

• Supported by strong economic growth in 2018, 
unemployment fell to historic lows in the first half of 
this year. 

• By June 2019, 150,000 additional jobs have been created 
in the WB compared to 2018. Despite these positive 
labor market developments, less than half of those of 
working-age in the WB have a job (44 percent). 

• In Bosnia and Herzegovina, only 30%  of the working-age 
population has a job and youth unemployment remains 
high. Sustaining high economic growth is thus essential 
to create many more, much-needed job opportunities in 
the region.

• But economic growth in the WB is slowing after a short-
lived revival in investment in previous years. 

• In 2019, economic growth in the WB is projected to reach 
3.2 percent, down from 3.9 percent in 2018. Economic 
growth slows as the contribution of investment and 
exports to growth is fading in several countries in the 
region. 

• Net exports continue to subtract from growth, as the 
region’s trailing competitiveness weighs on opportunities 
for its small open economies to access larger markets. 

• Consumption continues to be the main driver of economic 
activity in WB countries. 
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• Internal and external imbalances are rising. 
• Growth is slowing despite a surge in public spending and 

widening internal imbalance. The rise in revenues has 
not been enough to offset the rise in current spending 
which was dominated by public wages and social 
benefits, including higher spending on social programs 
in B&H.

• As a result, fiscal deficits are projected to go up in 2019 in 
all countries in the WB except Kosovo* and Montenegro. 
External imbalances also started to rise as exports slow 
because of falling demand from EU trading partners.

• The current account deficit (CAD) is expected to go 
up in all WB countries in 2019. Stable remittances and 
foreign direct investments (FDI) help finance the CAD. 
Nevertheless, sizeable external imbalances in several 
WB countries, together with elevated public debt, expose 
the region to adverse economic shocks.

• The positive outlook for 2020-2021. is thus surrounded by 
higher external risks and rising trade tensions.

• In Bosnia and Herzegovina, public investment is expected 
to pick up. In Serbia, the contribution to growth from 
consumption is expected to continue to accelerate in 
2020 as increases in public sector wages and pensions 
materialize. 

• However, the positive outlook is vulnerable to mounting 
downside risks. 

• Rising uncertainties call for rapid improvement in public 
finances and competitiveness. Improving the efficiency 
and equity of public spending and strengthening revenue 
mobilization remains a priority in all WB countries. Public 
sector wage bills and pensions constitute the largest 
share of public spending in the region. 

• Fiscal management reforms are needed as a part of 
broader structural reforms that help increase the 
region’s export competitiveness. 

• This includes strengthening state institutions that 
protect the rule of law and private sector competition to 
unleash productivity growth and innovation by enabling 
a level playing field between firms. 

• Together, these reforms would help unlock more 
sustainable growth, ensuring faster convergence with 
EU income levels. 
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• Countries in the WB-6 face a major convergence 
challenge. 

• Current average GDP per capita for the six countries 
is only half the average in the 11 EU member states 
of Eastern Europe, and just one-quarter of the most 
advanced western European countries.

• One of the main reason behind this prosperity gap is the 
lack of appropriate factors and institutions needed for 
high levels of long-term productivity growth.

Source: IMF

The Republic of Serbia – EU facts

• 2007 – Stabilisation and Association Agreement with 
Serbia is initialled

• 2009 – Serbia applies for EU membership
• 2010 – EU members decide to start SAA ratification 

process
• 2011 – European Commission delivers its Opinion on 

Serbia’s EU membership application, granting candidate 
status based on one key priority

• 2012 – European Council confirms Serbia as a candidate 
country

• 2013 – Entry into force of the EU-Serbia Stabilisation and 
Association Agreement

• 2014 – First EU-Serbia Intergovernmental Conference is 
held • 35 Chapters

• 17 Chapters have been opened
• Chapter 25: Science and Research and 

Chapter 26: Education and Culture are 
provisionally closed.

• Opening benchmarks for 8 Chapters and 
action plans are underway.
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Bosnia and Herzegovina – EU facts

• 2005 – Stabilisation and Association Agreement (SAA) 
negotiations officially opened in Sarajevo

• 2007 – EU initials Stabilisation and Association Agreement
• 2008 – Visa facilitation and readmission agreements 

enter into force
• 2008 – The SAA and Interim Agreement on trade and 

trade-related issues signed
• 2012 – The EU and Bosnia and Herzegovina launched the 

High-Level Dialogue on the Accession Process
• 2015 – The SAA with Bosnia and Herzegovina enters into 

force
• 2016 – BiH submits its application to join the EU
• 2016 – EU Council invites the Commission to present an 

Opinion on BiH application • 33 Chapters 

Summary of the Serbia Progress report 2019, EC

• Political criteria.
• Serbia is moderately prepared in the area of public 

administration reform. 
• Serbia’s judicial system has some level of preparation. 
• Serbia has some level of preparation in the fight against 

corruption. 
• Serbia has some level of preparation in the fight against 

organised crime. 
• The legislative and institutional framework for upholding 

fundamental rights is broadly in place.
• As regards the economic criteria, Serbia has made some 

progress and is moderately prepared in developing a 
functioning market economy.

• Serbia overall remained committed to bilateral relations 
with other enlargement countries and neighbouring EU 
Member States and an active participant in regional 
cooperation. 

• Regarding the normalisation of relations with Kosovo*, 
Serbia has remained engaged in the dialogue and 
showed restraint in its response to the introduction of 
the customs tariffs. 

• As regards its ability to assume the obligations of 
membership, Serbia has continued to work towards 
aligning its legislation with the EU acquis across the 
board.

• Serbia continued to manage the effects of the mixed 
migratory flows towards the EU, which have stabilised 
throughout 2018. 

Summary of the Bosnia and Herzegovina 
Progress report 2019, EC

• Political criteria.
• Bosnia and Herzegovina is at an early stage with public 

administration reform.
• Bosnia and Herzegovina has some level of preparation 

to implement the acquis and European standards in the 
area of judiciary and fundamental rights.

• Bosnia and Herzegovina is at an early stage/has some 
level of preparation in the area of the judiciary. 

• Bosnia and Herzegovina is at an early stage/has some 
level of preparation in the fight against corruption. 

• There is some level of preparation on freedom of 
expression. 

• The legislative and institutional framework on 
fundamental rights is largely in place.

• Bosnia and Herzegovina is at an early stage of 
establishing a functioning market economy.

• Bosnia and Herzegovina is at an early stage of preparation 
in the area of free movement of goods, capital and 
workers.
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The positive intensity trends in improving 
business environments!

• North Macedonia has the biggest positive gaps in the all 
observed years Bosnia and Hercegovina has the lowest 
negative gaps which means that the scores of Ease of 
Doing Business indicators are below the WB average 
(2015-2018). 

• Quality of business environment in Montenegro is better 
than regional average, while the quality of business 
environment in Albania is worse than regional average. 

• Serbia and Kosovo* had the oscillatory movement of 
Ease of Doing Business around the regional average. 

• This charts confirm that the country with the best 
performance refers to Doing Business achieves the best 
progress from year to year.
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Rank in 2019: Bosnia and Herzegovina 92nd / 141 Global Competitiveness Index 4.0
Rank in 2018 edition: 91st / 140

Singapore 1st
Spain 23rd in 2019

Source: World Economic Forum
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The economic context of Bosnia and Herzegovina according to IMF-World Economic Outlook 
Database, October 2019

Country Subject Descriptor Units Scale 2015 2016 2017 2018 2019e 2020e 

B&H 
Gross domestic product, constant prices National currency Billions 27.100 27.971 28.842 29.888 30.724 31.523 

B&H 
Gross domestic product, current prices U.S. dollars Billions 16.210 16.910 18.081 20.162 20.106 21.023 

B&H Total investment Percent of GDP   17.959 18.908 20.438 20.944 21.390 21.713 
B&H Gross national savings Percent of GDP   12.664 14.253 15.726 16.836 16.552 16.781 
B&H Inflation, average consumer prices Index   103.998 102.351 103.180 104.642 105.753 107.262 

B&H 
Volume of imports of goods and services Percent change   0.654 6.823 7.871 3.046 3.503 4.693 

B&H 
Volume of exports of goods and services Percent change   7.684 9.309 13.449 5.468 2.293 4.635 

B&H 
Unemployment rate Percent of total labor force   27.700 25.400 20.500 18.400 18.000 18.000 

B&H General government net debt Percent of GDP   38.372 36.511 30.399 24.114 24.353 24.131 
B&H Current account balance U.S. dollars Billions -0.858 -0.787 -0.852 -0.828 -0.973 -1.037 
B&H Current account balance Percent of GDP   -5.295 -4.655 -4.712 -4.108 -4.838 -4.933 

Source: [5] 

B&H Assessments in EBRD Transition Report 
2018/2019.

Key priorities for 2019:

• New growth momentum is needed. A new reform 
agenda is vital, with a concrete, measureable set of 
deliverables on improving the investment climate and 
standards of governance, and advancing the country’s 
EU approximation agenda. 

• The Federation’s telecommunications companies should 
be privatized. Progress in this area would not only 
improve the financial viability of the companies but 
also demonstrate a genuine commitment to attracting 
investment in key sectors. 

•  Further efforts are needed to resolve non-performing 
loans (NPLs). While the situation has improved in recent 
years, banks still face difficulties in writing off NPLs or 
selling them to nonbank entities.

Source: [1] 
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The World Bank Ease of Doing Business 2020 in Bosnia and HerzegovinaIncome Category:  
Upper middle income

Source: The World Bank

Doing Business records the time and cost associated 
with the logistical process of exporting and importing 
goods. Doing Business  measures the time and cost 
(excluding tariffs) associated with three sets of 
procedures: documentary compliance, border compliance 
and domestic transport—within the overall process of 
exporting or importing a shipment of goods.
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Starting a Business - Bosnia and Herzegovina

The ranking of economies on the ease of starting a 
business is determined by sorting their scores for 
starting a business. These scores are the simple average 
of the scores for each of the component indicators.

The World Bank Ease of Doing Business 2020 in SerbiaIncome Category:
Upper middle income

Source: The World Bank
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This topic tracks the procedures, time and cost to build a warehouse—including obtaining necessary the licenses and permits, 
submitting all required notifications, requesting and receiving all necessary inspections and obtaining utility connections. 
Dealing with Construction Permits indicator measures the building quality control index, evaluating the quality of building 
regulations, the strength of quality control and safety mechanisms, and professional certification requirements. 

Starting a Business - Serbia

The ranking of economies on the ease of starting a business is determined by sorting their scores for starting a business. 
These scores are the simple average of the scores for each of the component indicators.
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The main obstacles for doing business, by countries (in %)

 ALB BIH MKD KOS MNE SRB 
WB - 6 

Average 
Competition from 
informal sector 

19.9 16.0 34.6 58.9 11.2 12.6 25.5 

Political instability 11.1 34.3 21.7 45.7 0.4 31.5 24.1 
Corruption 17.0 26.4 13.3 51.0 3.2 24.5 22.6 
Electricity 21.6 10.2 28.9 49.5 6.0 6.6 20.4 
Tax rates 12.8 20.3 16.0 30.2 8.7 25.5 18.9 
Access to finance 6.5 14.1 19.3 44.9 7.6 15.7 18.0 
Tax administration 13.1 13.1 10.3 28.2 2.7 17.4 14.1 
Crime, theft, 
disorder 

3.8 7.2 9.1 46.6 4.1 7.4 13.0 

Inadequately 
educated workforce 

6.4 7.4 14.0 25.9 0.3 11.3 10.9 

Customs and trade 
regulations 

2.0 5.7 6.6 34.2 3.0 4.9 9.4 

Access to land 12.9 4.6 9.8 17.7 0.3 3.6 8.1 
Telecommunications 3.1 4.9 16.3 13.0 4.0 3.9 7.5 
Courts 1.5 8.2 6.7 13.0 1.1 13.9 7.4 
Transport 4.1 3.7 5.4 22.7 2.0 4.6 7.1 
Labour regulations 1.8 11.1 4.0 4.9 0.4 6.9 4.9 
Business licensing 
and permits 

3.5 8.4 5.1 4.6 0.3 3.7 4.3 

 

Source: [2] & [8] 

Western Balkan Barometar 2019.Business Opinion Analytical Report

Perceptions of the Business Environment and Economic Trends:
There is less satisfaction with the overall economic situation. Such contrast between business environment and economic 
indicators is likely caused by insufficient reforms in both business environment and regulatory framework, which are still 
unfavourable. 
Sustainability of macroeconomic framework, functioning of tax administration, effectiveness of labour market, and consistency 
and predictability in the rule of law, are still perceived as the most binding constraints. 
It should be noted that governments’ effort on digitalization of public services seemingly shows positive results, as businesses 
are increasingly satisfied with that process and find it very useful. Interestingly, businesses also see digitalization as an 
efficient way of tackling corruption. However, there is room to additionally mainstream the process of digital transformation, 
especially on the private sector side – online commerce is relevant to only a small number of companies that source their 
inputs and sell online, with a small share of revenues generated through this channel.

The Influence of Digital Transformation on Business Environment

Digital transformation profoundly affect the WB due to it will serve as a tool for catching up economically and preparing 
the economies for a membership in the EU. The challenge for WB lies in the preparation for the maximization of digital 
transformation benefits, reduction costs, and avoidance the digital gap.

Table: The direct and indirect impact of increased digital transformation

  Direct Indirect 

Local level 
  

E-governance 
  

Good governance practices and 
Transparency 

Regional level 
Cross-border 

e-governance cooperation 
and business clusters 

  
Improved individual contacts 

  

EU level 
Joining the digital single market 

  

Preparedness for strong 
competitive pressure and market 

forces 
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The WEF has been published the Network Readiness Index, 
as a composite indicator which measures the performance 
of economies in leveraging information and communications 
technologies to boost competitiveness, innovation and well-
being. 
According to overall Network Readiness Index, only two 
countries (North Macedonia and Montenegro) are above WB 
average. Serbia is near the average, while Albania and Bosnia 
and Hercegovina are lagging behind WB average.

Source: [9]

Intra-regional bilateral trade exports

• Encourage regional cooperation and benefits of regional trade and investment integration. Currently, businesses are not 
well informed about CEFTA.

• The ‘connectivity agenda’ is often cited as one of the key priorities in regional cooperation. 
• Improving connectivity, both infrastructural and digital, is one of the most important factors for growth. 
• Moreover, further enhancement of ‘soft connectivity’ is almost as important as the development of physical infrastructure. 
• Synchronisation of technical standards, simplifying border procedures, eliminating administrative barriers to trade, 

removing non-tariff barriers, and upgrading information systems. 



The Impact of Business into the Development of National Economy Based on the examples of Serbia and Bosnia and Herzegovina

28 29

Western Balkan Barometar 2019 – Business 
Opinion Analytical ReportPerceptions of the 
Business Environment and Economic Trends

• Stronger partnership between business support 
organisations and businesses is also needed. Majority 
of businesses are neither cooperating with universities 
nor with other firms and organisations when it comes 
to developing new and innovative products, services or 
processes. That is one of the reasons for low rate of 
innovation among companies (30-40% across 3 years). 
For those that do innovate, the new products/services 
developed were new only in the company’s own offering, 
but not novel in the market. 

• Work on higher regional mobility would positively impact 
the business environment, since the availability of 
adequate workforce is becoming an obvious constraint 
for businesses. Given strong emigration trends and 
declining unemployment rates, such outcome was largely 
expected. This is a particularly big problem for larger 
enterprises and foreign companies. Improved regional 
labour mobility could provide an avenue for increasing 
efficiency of the region’s labour markets.

 

Unemployment rates in the Western Balkans

• Unemployment is down to 15.6% in 2018 on average. As 
share of the labour force, employment currently stands 
at its highest point in recent history. 

• However, employment generation seems to be slowing 
down, with only 116,000 new jobs added in 2018, compared 
to 175,000 and 250,000 in the preceding two years. 

• Further gains are needed to converge with the EU, where 
unemployment rate stood at 6.5% at the end of 2018. It 
should also be noted that unemployment rates in WB 
region are decreasing not only due to job creation, but 
also because of low activity rates (52.7% in 2017 compared 
to 73.3% in the EU) as well as increasing emigration of 
working age population. 

Concluding remarks

• Contrary to considerable improvement in almost all 
macroeconomic indicators in 2018, business environment 
in Serbia and B&H have not seen much of an improvement. 

• Positive changes are few and sporadic, and usually refer 
to digitalization and innovation efforts, while negative 
changes are inherited and much easier to notice.

• Frequently cited problems, such as functioning of 
tax administration, labour market, macroeconomic 
framework and rule of law, are still perceived as the 
most binding constraints. 

• Still, it is noteworthy that some improvements have 
been made in business licencing and registration, where 
businesses are especially satisfied with digitalisation 
processes. Further downscaling of bureaucracy 
procedures would be beneficial for majority of 
businesses in Serbia and B&H.

• Political Instability, Corruption and Informal sector remain 
key obstacles to business in Serbia and B&H.

What will the Western Balkans look like in 
2025?

• Will we witness the rise of ethnic tensions across the 
region – or will we celebrate Serbia and Bosnia and 
Herzegivina joining the EU? 

• European Union Institute for Security Studies presented 
three scenarios for the horizon of 2025: best-case, 
medium-case, and worst-case. Each scenario takes 
account of the impact of underlying megatrends on the 
future trajectory of the region.

• Scenario 1 – The hour of Europe
• Scenario 2 – The Balkans in limbo
• Scenario 3 – The ghosts of the past

https://www.iss.europa.eu/sites/default/files/EUISSFiles/CP_147%20
Balkan%20Futures.pdf
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Full convergence with average EU living standards could take many decades!

The next seven years will be crucial for the European future of the WB. Inevitably, the region will undergo a number of socio-
political, economic and security transformations that may bring great opportunities but may also entail grave dangers for the 
societies of the Western Balkans. 
The governments of the region will be faced with a formidable array of challenges, ranging from fiscal consolidation, resolving 
bilateral issues, fighting state capture, unemployment and public debt, to aligning foreign policy with the Union and tackling 
the ongoing brain drain crisis. 
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