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Western Balkans in Numbers
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Western Balkans - the EU Accession Process
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Potential Candidate

Albania and North Macedonia haven't started as yet



Western Balkans experienced a strong recovery in 2021 but
prospects deteriorated due to the war and high inflation
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Poverty was estimated to decline in 2022, but inflation now
threatens this trajectory

Poverty headcount (% of population living on less than

Percent of population Headline inflation, year-on-year percent
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Fiscal deficits have narrowed, but the elevated public debt
reduced fiscal space for new crisis support

Fiscal deficit, percent of GDP Public and publicly guaranteed debt, percent of GDP 2021p
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War in Ukraine causes an uncertain outlook with risks
tilted to the downside
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Growth outlook remains positive, but risks are heavily tilted to the
downside, and the potential growth slowdown is likely
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Policy priorities for a resilient recovery

In a heavily uncertain environment, policy needs to boost resilience and
potential growth:

 Prudent fiscal policies due to limited space and high public debt : (i) weigh
costs and benefits of new temporary spending and taxation measures in response
to inflation surge; (ii) keep them targeted to vulnerable households and firms; (iii)
strengthen collection and improve tax compliance.

 Support private sector growth through structural reforms by (i) reducing
regulatory costs; (ii) strengthening competition policy; (iii) easing firm
restructuring/exit; and (iv) strengthening the rule of law and governance.

 Rebuild human capital by (i) education system reforms; (ii) supporting labor
market participation through employment support and re-skilling workers.

« Accelerate energy security and transition by (i) fostering regional integration of
energy markets; (ii) energy efficiency and renewable energy investments; (iii)
operational efficiency of energy companies; and (iv) energy poverty programs.



Large governance gap and corruption inhibit business
sector growth
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Low labor force participation and massive outmigration
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Low activity rates, in particular for

women and youth

Inactivity rate, |15+ years, percent, 2020-21
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Quallity Index of Tertiary Education
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Large human capital deficits

Low quality education and low Rapid aging, poor health Massive unemployment, migration
ECE / tertiary enrollment outcomes and inefficient and and brain drain
large OOP health expenditures

1 ; o BGR
: : “I3 2 BiftkD
| S ~ ARM GRC
. EU Average =) X NE ESP
4T N S =SB RLJ?SLC%{@N 2 8 A(LSECSRM ITA
CYP >o8 KR, 2
CZE ’/N RUS m:g - EU Average NE HRV, . EST £
HRY IBLR POL HO” | S WM ___ TR __MUS_ BRICZE. - S EU Average TUR
il ROB®™ SVK | i ARM s 3 o K
| o> AlB ki MT £ o UKR LRyPRT FRA
I LVA 37 KA g RN S | T __
MLT | UKR Do Ban AR 0 REERYKCYp FIN
209 GEBR,  JAM 2o CYp KGZ AZE
BEO TS 1 AFG KN Ty TUR 2 MDA $0
| bdak MK TRez. c o uzB
ALS M | £Z o CZE
BI E MDA | =< N
| o KAZ
MNE | o 3
L T T T I| T T 5 \8 ) T T T T T ° T T T T
10 20 30 40 50 60 2000 5000 10000 20000 50000 5000 10000 20000 40000
Population 30-34 with Tertiary Degree (%) GDP per Capita PPP GDP per Capita PPP (2019)

Source: Human capital index, World Bank staff calculations based on data from national statistical office



Persistent inclusion challenges

Disparities in attainments and learning outcomes
persist along gender, location, and income groups
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Population 15-64 in employment (% of total)

Access to employment remains
tenuous for some groups
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Vulnerability to shocks from the climate, environment, and
natural disasters
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CO2 intensity is up to 3x
higher than in EU28

Bosnia and Kosovo Serbia North Montenegro
Herzegovina Macedonia

B CO2 intensity of energy mix (CO2/TPES), B CO2 emissions per unit of GDP
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Highly susceptible to natural disaster
and climate shock—the frequency of
extreme events increasing

Country FLOODS EARTHQUAKES

100 year event | 250 year event
(% of GDP) (% of GDP)

North Macedonia 18.4 50

BiH 13.7

Serbia 12.1

Albania 83

Montenegro 64
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Need to improve connectivity

Ensuring inclusive growth and access to services,
particularly in lagging regions

SHARE OF POPULATION USING SAFELY MANAGED SANITATION SERVICES IN DANUBE REGION, 2015
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Still low level of digitalization, automation, and
e-commerce use
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Thank you
worldbank.org/eca/wbrer
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