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Western Balkans countries face a large convergence 

gap…
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 Average GDP per capita for the six WB countries is only ½ the average in the 11 EU member countries and

just ¼ of the most advanced western European countries

Source: Peter Sanfey and Jakov Milatovic (2018), The Western Balkans in transition: diagnosing the 
constraints on the path to a sustainable market economy, EBRD

GDP per capita 

(PPP adjusted)



…potentially taking several decades to cover it
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 Baseline scenario (average growth rates for the period of 2001-2016): 60 years

 Optimistic scenario (pre-crisis growth rates): just under 40 years

 Pessimistic scenario (post-crisis average growth rates): more than 200 years

Source: IMF World Economic Outlook; Sanfey and Milatovic (2018) calculations

Convergence scenarios



Transition gaps are largest in competitiveness and 

governance
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Source: EBRD

Transition scores for six qualities of a sustainable market economy

(1-10)

Competitive

•Market 
structures for 
competition and 
business 
standards

•Capacity to add 
value and 
innovate 

Well-governed

•National-level 
governance 

•Corporate-level 
governance

Green

•Mitigation of 
climate change 

•Adaptation to 
climate change  

•Other 
environmental 
areas 

Inclusive

•Gender equality

• Regional 
disparities

•Opportunities 
for young 
people

Resilient

•Financial 
stability 

•Resilient energy 
sector

Integrated

•Openness to 
foreign trade, 
investment and 
finance

•Domestic and 
cross-border 
infrastructure  

 EBRD’s new approach to measuring transition: 6 “qualities”



The region scores poorly on cross-country measures 

of  competitiveness
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 Western Balkans economies lack competitiveness, largely because of difficulties in the business

environment

o Dealing with construction permits and getting electricity are the most problematic areas

Source: World Bank

Rankings in the Doing Business 2018 Report
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Competitiveness problems are also associated with 

still large state presence
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 … as indicated by high share of state-owned enterprise assets in the majority of WB countries

Source: EBRD calculations based on ORBIS data

(% of GDP; 2015)

Assets of SOEs*
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WB economies are dominated by SMEs
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 OECD study: SMEs make up about 99 per cent of businesses in all countries of the WB

 SMEs provide jobs for around ¾ of the total number of employed and add around ⅔ of the countries’ total

annual value added, a proportion similar to the EU average

Source: OECD

SMEs sector employment
(share of total)

Source: OECD

SMEs sector value added
(share of total)



WB economies are rather diversified
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 4 sectors are particularly important: Trade, Industry, Public administration and Agriculture

 Trade (including Transport & Accommodation and food services) is on average the largest sector of the WB

economies:

o ranging from 18 per cent of gross value added (GVA) in Albania and Serbia to 27 per cent in

Montenegro

o Accommodation and food services are particularly developed in tourism–oriented Montenegro

Source: National statistical offices

GDP breakdown by sectors



There is significant room for increasing FDI inflows
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 As a consequence of the global financial crisis, the FDI in the region dropped

 However, over the past five years, Albania, Kosovo and Serbia have all experienced annual FDI inflows at a

rate above the OECD average of 4.1 per cent of GDP

 Still, the region lags significantly behind the EU in terms of FDI stock per capita received (€2,600 vs

€14,300)

o A more simple and reliable investment framework is needed to attract more FDI

Source: IMF World Economic Outlook.

FDI stock per capita 
(euros)



WB countries lag behind EU standards in all 

aspects of  public governance 
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 The most problematic areas are corruption, rule of law, government effectiveness and political stability

 Voice and accountability and regulatory quality have the highest scores, although good marks for the latter

may reflect implementation of the EU acquis, rather than genuine independence and capacity of the

regulators

Source: World Bank.

The Worldwide Governance Indicators
(Scores range from -2.5 for weak governance performance to 2.5 for strong governance)



Pick-up in growth is expected in 2018 and 2019…
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 Growth of the region slowed down in 2017 mostly on the back of developments in two countries – FYR

Macedonia (political crisis) and Serbia (drought)

 Growth should pick up this year on the back of expected significant improvements in FYR Macedonia and

Serbia, but also continued robust growth in the remaining countries

 Credit growth acceleration has been broad-based across the region, supporting domestic demand

Source: National authorities, EBRD

GDP growth and outlook
(share of total)
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…helped by the EU recovery
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 All WB countries have preferential access to EU markets for most goods through Stabilisation and

Association Agreements

 As a result, ⅔ of the region’s exports are with the EU, with some differences among economies:

o the share ranges from 80 per cent in FYR Macedonia to just 23 per cent in Kosovo

o on average 20 per cent of WB exports go to the neighbouring countries

 In 2017, euro area recorded 2.4 per cent growth, strongest since 2007, supporting the growth of the region

Source: UNCTAD,  Central Bank of Kosovo, Sanfey and Milatovic (2018) calculations

Exports by destination 
(per cent of total exports)



Financial sector resilience is improving as NPLs 

have been going down
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 Access to finance is one of the most significant obstacles to doing business in the region

 The combination of excessive pre-crisis lending, lax supervisory standards and a major economic slow-down

has left many banks with a high level of NPLs

 All countries in the region are addressing the problem with the support of the international community

through the Vienna Initiative 2

Source: Source: EBRD-World Bank BEEPS V, 2013.

Share of credit-constrained firms
(per cent)

Source: National authorities

Non-performing loans 
(per cent)



Serbia: EBRD snapshot
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EBRD Investment Activities in Serbia

Portfolio €2,244m # of active projects 100

Equity share 13% Operating assets €1,529m

Private sector 

share of portfolio
44% Net cum. investment €4,538m

Portfolio Composition (€m)ABI and Operations

1. End-October 2017 data.  Private sector share: cumulative Bank Investment 5 year rolling portfolio ratio

Portfolio Dynamics

63%

Transition Gaps

1

2

Serbia - Key figures

Population (m) 7.0 2016

GDP per capita (PPP,USD) 14,493 2016

Global Competitiveness Index 

(World Economic Forum, rank out of 

138)

78 2017-18

Unemployment (%)

(Statistical Office of the Republic of 

Serbia)

15.3% 2016

Youth unemployment (%)

(Statistical Office of the Republic of 

Serbia)

34.9% 2016

Female Labour participation (%)

(International Labour Organization)
43.4% 2016

Energy intensity (TPES/GDP)

(toe/thousand 2010 USD. Source: 

IEA)

0.35 2014

Emission intensity/GDP 

(kgCO2/2010 USD. Source: IEA)
1.01 2014

Portfolio (LHS €m) Private Sector  

Operating assets (LHS €m)
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Planned EBRD activities in Serbia
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Objectives

(Outcomes)

Activities

(Outputs)
Tracking Indicators

• Strengthened role of SMEs 

through advisory and 

intermediary financing

• Enhanced domestic value 

chains and linkages

• Improved public 

governance and business 

climate  

• Leverage ASB tools and FI products to improve SME internal capacity, 

governance, financial performance and investment readiness, including 

through ENEF and the EU competitiveness facility; support select SMEs in 

scaling-up through “Blue Ribbon” programme

• Assist bankable corporates in growing value added products, deepening 

domestic value chains and domestic backward linkages 

• Support new technologies and innovation, benefitting from digital 

switchover and broadband penetration in ICT

• Business climate improvement advocacy through the Investment Climate 

and Governance Initiative (ICGI):

• Developing eGovernance, enhancing commercial mediation, 

strengthening PPP commission, improving procurement practices, 

promoting competition, fostering integrity 

• Total number/volume of 

SME loans 

provided/outstanding by 

PFIs, including WiB

• Number of ASB and 

corporate clients with 

increased productivity 

• Legal, institutional and 

regulatory changes 

improving business climate 

as targeted

• Commercialisation and 

restructuring of SOEs, 

increased private sector 

participation through 

PPPs/Concessions, PSCs, 

ESCOs

• Support selected SOE restructurings and commercialisation, including, 

where possible, privatisations, concessions/PPPs 

• Enhance PPP capacity at national and municipal level, including through 

PPP certification programmes and seminars 

• Promote rail sector reform (including corporate governance, productivity 

improvement, tariff reform)

• Expand MEI activities to more small and mid-size municipalities,, including 

through frameworks

• Improved performance, 

governance and/or 

efficiency metrics 

• PPPs/Concessions 

implemented, PSCs signed  

Priority 1: Foster Competitiveness and Governance by enhancing private companies' capacity, and reforming 

selected SOEs and public utilities

Impact Indicators: Global Competitiveness Index (Baseline 2017: 78th out of 137 countries, Source: WEF)
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Objectives

(Outcomes)

Activities

(Outputs)
Tracking Indicators

• Improved transport 

infrastructure quality and 

‘soft’ connectivity to 

increase regional 

integration in line with EU 

accession reforms 

• Reinforced energy 

networks for domestic 

and inter-country 

connectivity

• Support development/extension of transport network corridors, incl. Serbia 

sections of Trans European Network (TEN-T) corridors, such as Corridor 10 

(extension of railway, intermodal connections along the corridor), Route 7 

(Merdere-Pristina “Peace Highway”), which is a part of the Western Balkans 

core network, and regional air-space integration 

• Provide finance and TC to improve domestic infrastructure, including local 

and municipal roads, rail and ports 

• Support further cross-border energy interconnections, integration into 

regional electricity grid and strengthening of the domestic grid

• Advise on policy reforms agreed under the Western Balkans 6 connectivity 

agenda and on prioritisation of investment projects under the Western 

Balkans Investment Framework (“WBIF”)

• Support connectivity reform “soft” measures as part of a key EBRD regional 

priority and in line with EU accession reforms, including harmonisation of 

legislation, establishment of the regional chamber of commerce and digital 

integration (SEELink, and business registry portal SBRA)

• Seek bankable opportunities to support concessions in transport and other 

infrastructure

• Assist (policy, financing) in the development of private and public 

intermodal terminals, as well as logistics

• Improved/increased 

infrastructure capacity 

through Bank-assisted 

projects 

• Policy recommendations 

on connectivity reform 

measures accepted by 

relevant authorities and 

stakeholders

Priority 2: Enhance Integration by improving the transport network, supporting  regional economic 

connectivity reform, and advancing energy interconnectivity

Impact Indicators: International Logistics Performance Index (Baseline 2016: 76th out of 160 countries, Source: World Bank)

Planned EBRD activities in Serbia
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Objectives

(Outcomes)

Activities

(Outputs)
Tracking Indicators

• Increased energy 

efficiency (EE) and 

renewable energy (RE) 

• Reduced GHG emission

• Decreased vulnerability to 

climate change 

• Provide intermediated financing through GEFF and other credit lines 

targeting SMEs to complement existing GET programs for multi-purpose 

buildings 

• Engage in energy efficiency and energy policy reforms dialogue

• Finance low GHG emission technologies (e.g., windfarms, biomass 

district heating, SHPP) to improve energy mix

• Support projects that increase climate resilience in transport

• Renewable energy capacity 

installed (MW)

• Total Energy saved (GJ/y)

• Total CO2e 

reduced/avoided (ton/y)

• Increased resource 

efficiency and improved 

waste and wastewater 

treatment

• Support modernisation of private sector industrial waste and 

wastewater treatment, as well as of recycling  

• Promote ‘green’ urban investments in municipal and transport 

infrastructure incl. projects under the Green Cities framework (water and 

waste management, non-polluting transport through the implementation 

of GCAPs and REEP) 

• Promote decarbonisation of transport by financing technology 

enhancements

• Solid waste 

recovered/recycled (ton/y) 

• Water saved (m3/y)

• Air emissions reduced 

(ton/y) 

• Extension of infrastructure 

services to additional 

municipalities (qualitative 

account)

Priority 3: Support Green economy by fostering energy efficiency, enhancing renewable energy, and 

promoting sustainable practices

Impact Indicators: PM2.5 air pollution, mean annual exposure (2015: 21.4 micrograms per cubic meter; Source: WB)

Planned EBRD activities in Serbia



18

Thank you!


