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Foreword

Economic convergence with the European Union (EU) remains a strategic priority for the Western Balkan economies. All
six Western Balkan economies are EU candidates or potential candidates, and convergence with EU economic standards
and levels of development is an important part of their integration and accession trajectory. Economic convergence is also
a key element of the regional co-operation agenda promoted through the Berlin Process, which aims to bring the Western
Balkans closer to the EU economically and institutionally.

Developed in the context of the Berlin Process, the Economic Convergence Scoreboard provides an evidence base for
monitoring progress towards economic convergence and supporting the region’s path towards EU integration. Building on
the first edition published in 2025, the Economic Convergence Scoreboard for the Western Balkans 2026 further advances
the framework for assessing the region's convergence with the European Union across five policy clusters, while expanding
its coverage through new indicators on business dynamism and the quality of foreign investment, gender gaps in
employment, patent activity, cybersecurity, air pollution and 4G penetration.

The 2026 edition notably introduces, for the first time, a dedicated cluster on macro-financial stability, capturing the
broader macroeconomic conditions that underpin sustainable growth and convergence. In addition, the Scoreboard
features a new benchmark group comprising neighbouring EU Member States with comparable geographical and cultural
characteristics. This provides an additional relevant reference point for understanding the region’s performance and
convergence dynamics, complementing comparisons with the EU as a whole.

Complementing the OECD’s flagship policy analysis, notably the Competitiveness Outlook and SME Policy Index, this report
aims to help governments across the Western Balkans identify key reform areas where policy efforts need to be intensified
to accelerate economic growth, strengthen resilience, and advance the region’s integration with the European Union.

The OECD would like to thank the governments and statistical offices of the Western Balkan economies for their valuable
contributions to the preparation of this edition, including the provision of data and insights. Their continued engagement
and co-operation have been essential to strengthening the evidence base for the region’s convergence agenda. The OECD
also gratefully acknowledges the financial support provided by the Ministries of Foreign Affairs of Bulgaria and Romania,
which made this work possible.
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Reader’s Guide

This guide provides an overview of how to interpret and utilise the data presented in the Economic Convergence
Scoreboard for the Western Balkans 2026. Further information on the overall approach and methodology, including the
selection of indicators and the calculation of scores, is included in Annex B.

Analytical framework

The Scoreboard assesses the level of convergence of the Western Balkan economies across a total of 43 indicators,
grouped under six policy clusters key to economic performance:

e  Macro-financial Stability

e Infrastructure and Connectivity

e Skills

e Business Environment

e Digital Transformation

e Greening
The analytical framework builds on the growth models in the economic literature:

e Exogenous growth models (Solow-Swan): Infrastructure and Connectivity and Business Environment contribute to
capital accumulation (physical capital) and productivity growth.

e Endogenous growth models (Romer and Lucas): Skills and Digital Transformation contribute to human capital and
knowledge accumulation. Greening can drive technological change and ensure the sustainability of economic
growth.

e Macroeconomic stability literature (Fischer, Barro): Macro-financial Stability provides the enabling conditions
under which capital accumulation and human capital formation translate into sustained growth, by reducing
macroeconomic vulnerabilities and preserving investor confidence.

Each policy cluster includes five to eight indicators selected for their relevance to economic growth and the availability and
comparability of data.

Data coverage and timeline

The primary data source for the selected indicators was Eurostat to maximise comparability between the European
Union (EU) and the Western Balkan economies. When this was not possible, data were directly sourced from the national
statistical offices of the Western Balkan economies and other international sources, including the OECD. The dataset used
to calculate scores and rankings includes the six Western Balkan economies (Albania, Bosnia and Herzegovina, Kosovo,
Montenegro, North Macedonia and Serbia) as well as the EU member states. The economy abbreviations used throughout
the report are:

Albania ALB
Bosnia and Herzegovina BIH
Kosovo KOS
Montenegro MNE
North Macedonia MKD
Serbia SRB

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026
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Convergence for indicators is measured over four sub-periods: 2014-2016, 2017-2019, 2020-2022, and 2023-2024, rather
than annually. Each data point represents the average value of the available years within each sub-period. This approach
allows for the following: 1) integrating the inclusion of indicators not updated annually; 2) smoothing out cyclical variations
or shocks; and 3) overcoming data inconsistencies or gaps.

The limited statistical coverage in the Western Balkans, compared to EU member states, influenced the selection of
indicators, with some indicators initially considered for the Scoreboard due to their strong correlation with economic
growth ultimately excluded primarily due to limitations in data availability. Alternative indicators were selected as proxies
to capture comparable dimensions of economic performance and development. For indicators with incomplete time-series
coverage, missing data were addressed through imputation.

Scoring

The Scoreboard leverages two methods to calculate scores and rankings.

Each indicator score represents the ratio of a specific Western Balkan economy's sub-period value to the EU average,
which is set at 100. Scores above 100 indicate values higher than the EU average, while scores below 100 indicate that the
economy's convergence towards the EU average remains incomplete. For example, Albania's employment rate was 73.8%
in 2023-2024, compared to the EU average of 77.1%. The indicator score is therefore (73.8/77.1) x 100 = 96, which means
that Albania's employment rate is 96% of the EU average, indicating a high level of convergence (Figure 1).

Figure 1. Example indicator score: Employment rate (2023-2024)

EMPLOYMENT RATE

SCORE (RELATIVE
ALBANIA 73.8% | ve— 96

EU AVERAGE T7.1% | w— 00

The Western Balkan economies are also benchmarked against a group of EU neighbouring economies (Bulgaria, Croatia,
Greece, Hungary, Romania and Slovenia). This additional comparison accounts for structural factors, such as geography
and demography, that shape convergence independently of economic policies, and provides a more proximate reference
point than the EU average alone.

Macro-financial stability indicators are scored differently to reflect compliance with established EU macro-financial
benchmarks. These include, most notably, the Maastricht convergence criteria and the thresholds used under the EU's
macroeconomic imbalance surveillance framework. A score of 100 indicates full compliance, whereas scores below 100
signal a growing distance from compliance. For example, Albania's general government balance stood at -1.0% of GDP over
2023-2024, within the -3% ceiling set by the European Central Bank. The indicator score is therefore 100, reflecting full
compliance with the threshold.

Cluster scores are derived from a dedicated composite indicator. As with individual indicator scores, the EU average is set
at 100. Scores above 100 indicate overperformance relative to the EU average, while scores below 100 signal lower
convergence. For example, Albania's seven skills-related indicators for the period 2023-2024 yield an average standardised
score of 36, against an EU average of 100 (Figure 2).

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026
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Figure 2. Example cluster score: Skills (2023-2024)

EU AVERAGE 100

ALBANIA

Macro-financial stability cluster scores are calculated as the simple average of the underlying indicator scores. A score
of 100 indicates full compliance with the relevant macro-financial stability criteria.

The underlying raw data used to determine scores are provided in the indicator-level graphs throughout the chapters. For
more details on the scoring, please consult the Methodology section in Annex B.

Comparability

The 2026 edition of the Scoreboard incorporates new and refined indicators, reflecting a partial evolution in scope aimed
at improving data robustness and comparability and providing better insight into the policy drivers of economic
convergence. As a result, it is advisable not to directly compare the results of this edition with those released in 2025.

Use and benefits

The Scoreboard serves multiple purposes, offering significant benefits for various stakeholders:

e Policy makers in the Western Balkans

o

The Scoreboard helps to identify economic strengths and weaknesses, assess the effectiveness of current
policies, and pinpoint areas requiring targeted reforms. By leveraging a data-driven approach, it supports
evidence-based policy making and the development of tailored economic strategies to accelerate sustainable
growth.

As it was developed in close co-ordination with national statistical offices across the region, the Scoreboard
strengthens the collection of high-quality, reliable data, enhancing the ability to track policy outcomes more
effectively.

e EU member states and institutions

o

The Scoreboard provides an objective, data-driven assessment of the region’s progress towards economic
convergence with the EU. It offers insights into policy implementation, highlighting the extent to which
measures are effectively enforced rather than merely transposing the EU acquis into laws and regulations.

By identifying priority policy areas that require further efforts, the Scoreboard can help guide the EU’s funding
priorities, including those under the Instrument for Pre-Accession Assistance and the Western Balkans
Investment Framework.

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026
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ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026




SME
SORS
SSC
UNDP
usD
VET
WB6
WBIF
WBL
4G
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Executive summary

Economic convergence with the EU remains a strategic necessity for the six Western Balkan economies. It is central to
strengthening competitiveness and resilience, and fostering greater trade, investment and integration into the EU market,
as well as raising living standards.

Over the past two decades, the region has made significant progress in sustaining economic growth. Between 2003 and
2025, real GDP per capita expressed in PPP in the Western Balkan economies more than doubled, rising from USD 10 710
to USD 23 660.

Despite this positive convergence trend, the Western Balkan economies have made modest headway in narrowing the gap
with their EU counterparts. In 2025, the region’s average GDP per capita reached 42.9% of the EU average — an
improvement of 15.5 percentage points since 2003, when it stood at 27.4%. While this represents tangible progress over
two decades, the gap highlights the challenges that continue to hinder faster convergence and underscores the need for
effective and sustained reform efforts.

This report seeks to shed light on the factors preventing faster economic convergence of the Western Balkan economies
and identify the policy areas that require greater attention to accelerate progress. The Economic Convergence Scoreboard
for the Western Balkans 2026 offers a comparative overview of the region’s performance in relation to the EU, analysing
43 indicators grouped into six policy clusters: 1) infrastructure and connectivity; 2) skills; 3) business environment; 4) digital
transformation; 5) greening, and 6) macro-financial stability. The 2026 edition builds on the Scoreboards published in 2023
and 2025, with a refined methodology and expanded data coverage.

Key findings

Macro-financial Stability

Macro-financial stability is the region’s second-strongest area of performance, demonstrating steady convergence over
the past decade.

2014-2016

2017-2019

2020-2022 | 2023-2024 | 2014-2016 to 2023-2024

73 79 65 83 +10
MS.01: Inflation rate 921 90.1 57.6 875 4.8
MS.02: Exchange rate stability vis-&-vis the euro 1000 1000 1000 = 995 05
MS.03: General government balance 74.6 913 56.8 89.9 +15.4
MS.04: Long-term government interest rates 56.8 60.2 60.0 75.8 +19.0
MS.05: Current account balance 41.3 52.0 50.6 62.6 +21.3

The Western Balkan economies are characterised by robust monetary stability, reflecting low inflation and stable
exchange rates. Inflation has been largely aligned with EU rates over the last decade. The region also maintains stable
exchange rates vis-a-vis the euro, supported by monetary arrangements ranging from unilateral euroisation and currency
boards to managed floating regimes.
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Fiscal stability has strengthened, driven by narrower government deficits than in the EU. Government budget balances
do not exceed 3% of GDP in most Western Balkan economies, driven by strong tax revenue growth and continued
improvements in tax compliance. Nevertheless, long-term government bond interest rates remain above the EU average,
suggesting investors still perceive the region as carrying higher sovereign risk than EU member states.

External positions remain characterised by sizeable current account deficits across the region, reflecting continued
reliance on external financing. Persistent merchandise trade deficits remain the main source of external imbalances, only
partly offset by growing surpluses in services exports, driven by tourism and ICT services. Meanwhile, declining remittances
and rising outward investment income payments add further pressure on the current account balance.

Infrastructure and Connectivity

Infrastructure and Connectivity is the second-fastest-converging cluster, though a gap with the EU persists.

Regional performance relative to the EU (EU=100) Change
2014-2016 to 2023-

Indicators 20142016 | 2017-2019 | 2020-2022 2023-2024 2004

33 K3 48 55 +22
IC.01: Road infrastructure density 220 222 23.1 23.2 +1.2
IC.02: Rail infrastructure density 419 41.0 392 423 +0.4
IC.03: Rail freight intensity 284 28.7 34.8 342 +5.8
IC.04: Power losses 521 52.5 60.0 419 -10.2
IC.05: Electricity cost 74.5 68.8 93.6 110.1 +35.6
IC.06: 4G penetration 57.9 84.6 97.3 99.3 +41.4
IC.07: Broadband speed 46.0 37.6 38.7 59.8 +13.8

Transport networks, particularly rail infrastructure, continue to lag behind those of the EU, increasing costs for
businesses and reducing trade efficiency. Transport networks, particularly rail infrastructure, continue to lag behind those
of the EU, increasing costs for businesses and reducing trade efficiency. Rail continues to lose ground to road: in 2023, only
15% of the overall investment earmarked for the maintenance of the Trans-European Transport Network has been realised,
and the region's use of rail for freight has declined over the past decade, with freight intensity now standing at just 34% of
the EU average. While the Western Balkans Investment Framework has financed over 1 000 km of road upgrades since
2009, a comparable push on rail has yet to materialise, and regulatory delays continue to slow the projects that do move
forward.

Energy infrastructure remains constrained by ageing coal-based power plants, which contribute to inefficiencies
reflected in power losses more than twice the EU average. Even then, fossil fuel subsidies continue to keep electricity
prices relatively low across much of the region. Nonetheless, partially driven by the prospect of EU accession, electricity
market liberalisation efforts have intensified across the region, which could support more efficient and sustainable energy
markets over the longer term.

Digital infrastructure has benefited from substantial investments, significantly improving digital connectivity, with 4G
penetration rates reaching EU levels. Nonetheless, gaps remain in high-speed network development: the region's average
broadband speed is around 60% of the EU average, with development constrained, among other factors, by ongoing
disparities in connectivity between urban and rural areas.
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Skills

The Skills cluster records both the lowest score in the region and the slowest convergence.

20142016 | 2017-2019 | 2020-2022 | 2023-2024 | 2014-2016 to 2023-2024

33 37 37 36 +3
SK.01: Labour productivity 39.2 38.2 375 38.0 -1.2
SK.02: Employment rate 715 741 758 80.7 +0.2
SK.03: Gender gap in labour force participation 525 497 50.9 52.8 +0.3
SK.04: PISA performance: mathematics 814 846 8238 8238 +14
SK.05: Youth NEET rate 487 458 46.6 50.0 +1.3
SK.06: Labour force with advanced education 95.7 973 98.0 99.6 +3.9
SK.07: Lifelong learning 29.4 232 37.5 19.9 9.5
SK.08: Patent application 1.0 0.8 2.4 24 +1.4

Labour market conditions in the region continue to improve, with progress in raising workforce educational attainment
and employment rates. In particular, the region's share of the labour force with advanced education matches the EU
average. At the same time, employment outcomes have also improved, though part of this trend also reflects high
emigration, which has reduced the working-age population. Nonetheless, further progress remains constrained by the
gender gap in the labour force, which stands at more than twice the EU average.

Education systems fall short in equipping youth with the foundational skills ensuring a smooth school-to-work
transition. Programme for International Student Assessment (PISA) performance is around 20% below the EU average,
constrained by insufficient public education spending and low enrolment in early childhood education and care. Weak links
between education providers and industry further limit the labour-market relevance of vocational education and training
(VET), contributing to a youth not in employment, education or training (NEET) rate that, despite recent declines, remains
twice the EU average.

In turn, these obstacles within the education system have weighed on labour productivity, which stagnates below 40%
of the EU average. Lifelong learning could help address these imbalances, yet participation reaches only 20% of the EU
average. The region’s limited innovation activity, the cluster’s weakest indicator, further holds back productivity, with
patent applications at just 2% of the EU average, pointing to low levels of investment in research and development (R&D)
and weak commercialisation of research and innovation.

Business Environment

Business Environment is the region's best-performing cluster and has converged the fastest over the past decade.

2017-2019

2014-2016 2020-2022 | 2023-2024 | 2014-2016 to 2023-2024

47 57 61 87 +40
BE.01: Domestic credit to the private sector 53.9 60.0 66.0 69.5 +15.6
BE.02: Bank non-performing loans 815 2N 929 76.3 52
BE.03: Private investment . 1008 985 1034 | 1060 +5.1
BE.04: FDI in tradable sectors 597 1226 1725 4354 +375.8
BE.05: Control of corruption 194 15.7 148 18.2 -12
BE.06: Estimated informal employment 15.2 14.3 15.7 15.9 +0.7
BE.07: Trade flows 22.3 241 246 285 +6.2
BE.08: New business creation density 471 55.6 (22 974 +50.3

The region has established itself as a strong destination for foreign direct investment (FDI). Net inflows into tradable
sectors are four times the EU average, supported by an open regulatory environment and generous investor incentives,
including tax breaks and special economic zones. This performance has nonetheless not yet translated into broader trade
dynamics. Despite steady progress, trade flows remain around 30% of the EU average, held back by a limited industrial
base and persistent non-tariff barriers.
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Access to affordable financing remains a major bottleneck, particularly for small and medium-sized enterprises (SMEs).
Domestic credit to the private sector is 30% below the EU average, reflecting continuous bank risk aversion despite the
proliferation of credit guarantee schemes. Meanwhile, banking sector stability has improved, as reflected in the decline in
the non-performing loan (NPL) ratio, which fell from an average of 13.6% to 3.4% over the past decade.

Corruption and informality also continue to undermine fair competition and deter investors. Perceptions of corruption
have worsened in some economies, partly due to weak political commitment and enforcement challenges. High levels of
informal employment, often linked to low productivity levels, are further exacerbated by high labour taxation and
underdeveloped social security systems.

Private investment, though broadly in line with the EU average, remains insufficient to sustain rapid economic
convergence. In addition to gaps in access to finance and an uneven competitive environment, an underdeveloped
innovation ecosystem constrains firms’ ability and incentives to invest. Business creation, which can also help spur private
investment, remains below the EU average in most Western Balkan economies, further hampered by administrative
burdens associated with business entry and operations.

Digital Transformation

Despite recent convergence, Digital Transformation’s overall performance remains modest.

Regional performance relative to the EU (EU=100) Change

Indicators 2014-2016 | 2017-2019 | 2020-2022 | 2023-2024 | 2020-2022 to 2023-2024

- - 38 49 +11
DG.01: Population with digital skills - - 62.0 62.1 +0.1
DG.02: Internet use by individuals - - 927 96.5 +3.8
DG.03; _Iniernet use for interacting with public ) ) 469 55 3 84
authorities
DG.04: Internet use for purchases - - 512 66.5 +15.3
DG.05: Businesses with a website - - 84.0 88.9 +4.9
DG.06: Businesses using Al technologies - - 54.5 64.1 +9.6
DG.07: ICT services exports - - 419 56.1 +14.2
DG.08: Secure internet servers - - 5 5.8 -0.1

The region’s population enjoys strong digital connectivity, with internet usage levels matching the EU average. Digital
engagement is gradually catching up, with internet use for online purchases and for interacting with public authorities
rapidly converging, though the latter remains held back by the non-universal availability of digital public services and low
awareness of existing services. Security concerns also weigh on engagement across the region, as cybersecurity
infrastructure remains weak, with secure internet servers accounting for only 6% of the EU average. Limited digital skills
further prevent the region from fully benefiting from digital transformation, with the share of the population reporting at
least basic digital skills standing at around 40% below the EU average.

Businesses are increasingly embracing digital tools, yet adoption remains largely concentrated in basic solutions. Many
firms use digital tools to strengthen their market presence, with website adoption broadly in line with the EU average.
However, the uptake of more advanced technologies remains limited. Al adoption is about 35% below the EU average,
reflecting businesses’ limited readiness to adopt the latest digital technologies.

Nonetheless, the information and communication technology (ICT) sector has emerged as a driver of economic growth
in recent years. ICT services exports have converged rapidly, reaching 56% of the EU average in 2023-2024, up from 42%
in 2020-2022. Several factors underpin this trajectory: targeted policies to attract investment, expanded infrastructure for
start-ups, and a young, digitally skilled workforce that has drawn outsourcing from foreign firms.
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Greening

The Greening cluster recorded the highest share of worsening outcomes across all clusters, with a marked divergence
from the EU. This widening gap stems from two dynamics: progress that was outpaced by the EU's in relative terms, and
performance that stagnated or declined in absolute terms.

2023-2024

2014-2016 2014-2016 to 2023-2024

2017-2019 | 2020-2022

54 49 40 39 -15
GR.01: CO2 emissions intensity 711 66.8 61.1 61.2 -9.9
GR.02: Installed renewable power capacities . 1328 1228 1071 982 346
GR.03: Energy productivity 825 81.2 76.4 79.0 -3.5
GR.04: Water productivity 245 252 226 236 -0.9
GR.05: Waste intensity 50.9 49.7 51.2 53.1 +2.2
GR.06: Municipal waste in landfills 458 413 38.0 34.1 -11.7
GR.07: Air pollution premature deaths 7.7 32.6 30.5 32.2 -55

Although the Western Balkans have started to implement policies aimed at a greener economy, progress remains slow,
particularly in reducing carbon emissions. The region still relies heavily on fossil fuels, with coal accounting for a
substantial share of electricity generation. While investments in renewable energy have increased, they remain, in most
economies, insufficient to enable a large-scale transition towards decarbonisation. Moreover, the region's renewable
energy mix remains undiversified, with a heavy reliance on hydropower, underscoring the need to expand other clean
sources to mitigate environmental concerns and climate change risks. Carbon emissions have significant implications for
human health across the region, with premature deaths attributable to air pollution remaining more than three times the
EU average, undermining human capital through lost productivity.

The region also uses energy, materials, and water less efficiently than the EU. On average, Western Balkan economies’
energy productivity remains 20% lower than the EU's, meaning more energy is used to generate the same economic output
— this partly reflects the low energy efficiency of production and consumption. The region also generates nearly twice as
much waste per unit of output as the EU and sends most of it to landfill, around three times the EU average, having built
limited capacity to sort, collect and recycle. Water use shows similar constraints, with productivity slightly below 25% of
the EU average, reflecting the region's high reliance on water-intensive thermal power generation, compounded by ageing,
inefficient water infrastructure, and extensive irrigated agriculture.
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Introduction

Context and rationale

The Western Balkan economies experienced rapid economic growth for two decades, though convergence with EU
income levels has advanced modestly. Between 2003 and 2025, real GDP per capita® in the Western Balkan economies
more than doubled, rising from USD? 10 710 to USD 23 660, while the EU’s average GDP per capita increased by 32%, from
USD 41 729 to USD 55 087. The region's average GDP per capita nonetheless reached 42.9% of the EU average in 2025, up
by 15.5 percentage points from 2003 (Figure 1.1).

Convergence has been strongest among economies starting from lower levels of GDP per capita. Kosovo and Albania
have recorded the fastest convergence since 2008, gaining 17.5 and 14.6 percentage points in GDP per capita relative to
the EU average, respectively, compared with a gain of 9 percentage points for Montenegro. Yet, Kosovo's GDP per capita
still stood at 29.9% of the EU average in 2025, the lowest in the region (Figure 1.1).

Figure 1.1. GDP per capita convergence of the Western Balkan economies with the EU, 2003-2025
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Note: Regarding Kosovo, the data point shown for 2003 in the uppermost graph corresponds to 2008, the first year for which data are available.
Source: (World Bank, 20261;).
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The region’s economies converged towards the EU average at an accelerating pace over the last decade. Convergence
has proceeded at around 1 percentage point per year since 2020, reaching 1.2 percentage points per year in 2023-2025,
twice the pace recorded in 2008-2013, when convergence averaged 0.6 percentage points per year in the aftermath of the
global financial crisis (Figure 1.2). The region’s strong post-pandemic recovery and accelerated integration with the EU
have supported faster growth, helping to narrow the income gap with the EU.

Figure 1.2. Pace of GDP per capita convergence of the Western Balkan economies with the EU, 2008-
2025

. 2008-2013 2014-2016 =2017-2019 m2020-2022 m2023-2025
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Notes: “Percentage points” measure the change in a Western Balkan economy's GDP per capita relative to the EU average. A value of 1 for 2014-2016, for
example, indicates that this relative GDP per capita increased by an average of 1 percentage point per year over the period.
Source: (World Bank, 2026;).

At current average growth rates in both the Western Balkan economies and the EU, full convergence would be achieved
in 2072.3 This projection underscores the need to revisit the region's growth model, which largely remains consumption-
driven, with private investment playing a limited role in supporting growth. Although private investment levels, as a share
of GDP, are broadly comparable to those in the EU, they fall short of what is needed to accelerate growth and close the
convergence gap.

Accelerating sustainable convergence will require decisive reforms to overcome structural bottlenecks and to encourage
a shift towards more competitive, productivity-driven growth. A renewed focus will be needed on revising economic
growth models to attract productive investment and support export-oriented growth.

EU integration

Economic convergence is central to the Western Balkan economies' development and EU integration agenda. Deeper
economic integration with the EU can help accelerate convergence by strengthening trade and investment links,
supporting productivity and competitiveness, and facilitating participation in European value chains. Advancing economic
convergence is, in turn, essential to the region's path toward EU membership, as reducing economic disparities and
strengthening economies' capacity to compete within the EU Single Market are key to successful integration.

The EU enlargement process has gained renewed momentum in recent years. Albania, Bosnia and Herzegovina,
Montenegro, North Macedonia and Serbia are EU candidate economies, while Kosovo is a potential candidate. At the time
of writing, Montenegro leads the process, having provisionally closed 18 of its 33 negotiating chapters by mid-2026, with
EU membership targeted for 2028. Albania has opened all 33 negotiating chapters and provisionally closed 3 as of July
2026, while Serbia, a candidate since March 2012, has opened 22 chapters and provisionally closed 2. Bosnia and
Herzegovina, North Macedonia and Kosovo remain earlier in the process: Bosnia and Herzegovina was granted candidate
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status in December 2022 and opened accession talks in March 2024, North Macedonia has yet to formally open
negotiations, and Kosovo submitted its application for EU membership in December 2022 (European Parliament, 2025(2)).

The EU is the region’s largest source of financial assistance, supporting the economic convergence process. Continued
EU support helps Western Balkan economies advance reforms and align with the EU acquis. This support is primarily
channelled through the Instrument for Pre-accession Assistance (IPA), currently in its third cycle (IPA 1ll). These resources
are further leveraged through blending platforms such as the WBIF, which combines the EU’s financial contributions with
bilateral donor funding and loans from international financial institutions, such as the European Investment Bank (EIB) and
the European Bank for Reconstruction and Development (EBRD), to support projects enhancing infrastructure,
strengthening human capital, boosting competitiveness, and promoting the green and digital transitions — all key to
advancing economic convergence with the EU.

Building on these efforts, the European Commission’s Growth Plan for the Western Balkans, adopted in November 2023,
provides a key framework to foster socio-economic convergence ahead of accession. Backed by EUR 6 billion in grants
and loans, the Growth Plan aims to deliver some benefits of EU membership before formal accession. It is structured
around four main pillars:

1. enhancing integration with the EU single market
2. advancing regional economic integration through the Common Regional Market
3. accelerating structural reforms, including reforms in the fundamentals cluster of the EU accession process

4. increasing financial support through the new Reform and Growth Facility for the Western Balkans (RGGF).

The Growth Plan's RGGF has brought EU pre-accession financial support to the region to its highest level on record.
Financial assistance to the Western Balkan economies rose from EUR 3.8 billion under IPA | (2007-2013) to EUR 4.2 billion
under IPA Il (2014-2020), before reaching EUR 8.2 billion under the combined IPA Il and RGGF envelope for 2021-2027,%
translating into average per capita funding rising from EUR 49.7 annually under IPA | to EUR 53.3 under IPA Il and EUR 90.7
under the current envelope (Figure 1.3). This places current support at more than double the per capita funding Croatia
received in the cycle preceding its 2013 EU accession (EUR 38.9). Among Western Balkan economies, Montenegro receives
the highest per capita allocation for 2021-2027, at EUR 152.6, followed by Albania (EUR 100.6) and Kosovo (EUR 97.5)

The growing levels of EU financial support are expected to support economic convergence, conditional on
implementation of the Reform Agendas under the Growth Plan framework. Disbursement of RGGF resources is tied to
the fulfiiment of Reform Agenda milestones, but progress on the ground has been limited: by the first half of 2026, only
EUR 673.6 million had been released, representing 11.2% of the total envelope available for 2024-2027 (European
Commission, 2026(3)). Montenegro records the highest share of funding released (23.3%), followed by Albania (23.1%) and
North Macedonia (18.9%), while Serbia (10.6%) and Kosovo (7%) remain at an earlier stage. Bosnia and Herzegovina
remains the only Western Balkan economy yet to receive any RGGF funding, as its Reform Agenda had not been ratified at
the time of writing.
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Figure 1.3. IPA and RGGF financial commitments per capita in the Western Balkan economies and
Croatia, 2007-2027
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Notes: Commitments cover grants, procurement, and budget support, and loan disbursements in the case of the RGGF. Croatia is not eligible for IPAII, IPAII,
or RGGF following EU accession in 2013. RGGF commitments cover 2024-2027. Financial commitment amounts are deflated based on the inflation rate
observed in the EU.

Sources: OECD calculations based on financial commitments data from (European Commission, 2025;; 2026¢3); inflation data from (Eurostat, 2026(s)) and
(World Bank, 2026y)); population data from (World Bank, 2026(7).

Report scope

In this context, the Economic Convergence Scoreboard serves as a practical tool to track the outcomes of policies and
reforms. By providing an objective, data-driven framework, it helps identify which economies are making tangible progress
in designing and implementing relevant reforms, thereby narrowing the economic gap with the EU and advancing towards
convergence. The following chapters present the results for each policy cluster:

Chapter 2 addresses macro-financial stability, assessing the region's fiscal, monetary, and financial conditions
against EU monetary convergence criteria.

Chapter 3 focuses on infrastructure and connectivity, assessing the development of transport, energy, and digital
networks that underpin economic activity and regional integration.

Chapter 4 covers skills, examining how effectively the region develops and utilises human capital across the life
course, from early childhood education to lifelong learning, and how this translates into employment outcomes
and innovation capacity.

Chapter 5 analyses the business environment, focusing on conditions that enable firms to invest, grow, and
compete, including access to finance, the quality of market institutions, and the capacity of SMEs to integrate into
regional and global markets.

Chapter 6 explores digital transformation, evaluating the extent to which individuals, firms, and governments are
adopting digital technologies to build a dynamic digital economy.

Chapter 7 addresses greening, examining how the region is advancing the green transition to align economic
growth with environmental sustainability objectives.

Annex A presents economy-level results, including scores and rankings, together with the methodology underpinning the
overall approach, covering indicator selection and scoring methods.
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z Macro-financial stability cluster

Macro-financial stability underpins sustainable economic growth by strengthening
resilience and maintaining confidence in the economy. This chapter benchmarks the
progress of the Western Balkan economies against relevant EU macroeconomic criteria,
exploring how effectively the six economies maintain macro-financial stability across
monetary, fiscal and external dimensions. It highlights the role of monetary stability,
captured through inflation and exchange rate developments, in anchoring price and
currency confidence. The chapter further explores fiscal stability, assessed through
government balances and long-term government interest rates, before turning to external
sustainability, captured through current account balances.
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Key findings

Macro-financial stability records the second-highest average score among the six clusters, at 83 in 2023-2024
(Figure 2.1), even exceeding the average for EU neighbouring economies (80). The region has converged steadily over
the past decade, with the regional average rising by 10 points since 2014-2016. All Western Balkan economies record
high scores, with Bosnia and Herzegovina standing as the regional leader, while Serbia records the lowest score.

Figure 2.1. Macro-financial stability cluster scores by economy (full compliance with macro-
financial stability criteria=100), 2023-2024

Economy Scoreboard 2026 score Change since

(2023-2024) 2014-2016

Bosnia and Herzegovina 100 +14

EU average 88 -7
2 Kosovo 83 +6

WB6 average 83 +10
3 Montenegro 82 +20
4 Albania 82 +27

EU neighbours average 80 -14
5 North Macedonia 76 -18

_ Serbia 74 +11

Notes: “Full compliance with macro-financial stability criteria” implies meeting the reference values defined for all indicators (MS.01, MS.02, MS.03,
MS.04, MS.05). Reference values for MS.01 and MS.04 are derived from the European Central Bank Convergence Reports (European Central Bank, 2026().
For MS.02, the reference value is derived from the exchange-rate fluctuation margin used under the Exchange Rate Mechanism (ERM II) (European
Commission, 2020y;). For MS.03, the reference value follows the threshold set under the Excessive Deficit Procedure (Council of the European Union,
2026y3)). For MS.05, the reference value is based on the threshold defined under the Macroeconomic Imbalance Surveillance Framework (European
Commission, 20264) . Please consult the Methodology section for more details on the scoring. “EU neighbours average” denotes the average cluster
score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia.

The Western Balkan economies are characterised by robust monetary stability, underpinned by low inflation and stable
exchange rates (Figure 2.2). The inflation rate gap with the EU has never exceeded 0.5 percentage point, reflecting the
region’s growing economic integration with the European Union. The region also maintains stable exchange rates vis-
a-vis the euro, underpinned by monetary arrangements ranging from unilateral euroisation and currency boards to
managed floating regimes.

Fiscal stability has strengthened, driven by narrower government deficits than in the EU, although long-term
government bond yields continue to point to persistently high sovereign risk premia (Figure 2.2). The region’s average
government budget balance is 0.6 percentage points higher than the EU average, driven by strong tax revenue growth
and continued improvements in tax compliance. Nevertheless, long-term government bond interest rates remain about
2 percentage points higher than the EU average, suggesting that investors continue to perceive the region as carrying
higher sovereign risk than EU member states.

External positions remain characterised by sizeable current account deficits across most of the Western Balkan
economies, which are largely financed by FDI inflows across the region (Figure 2.2). Persistent merchandise trade
deficits remain the main source of external imbalances, only partly offset by growing surpluses in services exports driven
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by tourism and ICT services, while declining remittances and rising outward investment income payments add further
pressure on the current account balance.

Figure 2.2. Macro-financial stability indicator scores by economy (compliance with macro-financial
stability criteria=100), 2023-2024

Inflation rate Exchange rate General Long term Current
stability government government account balance

(MS.02) balance interest rates

Albania

Bosnia and
Herzegovina

Kosovo

North Macedonia
Montenegro

Serbia

WB6 average

EU neighbours average

EU average

Notes: Economies meeting the reference value for a given indicator receive a score of 100; lower scores reflect increasing deviation from it. For more
details, please refer to the Methodology section. Scores are rounded to the nearest whole number. "EU neighbours average" is the average cluster score
of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia.
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MS.01. Inflation rate

Price stability reduces uncertainty, creating a predictable environment that enables businesses and investors to make
informed operational and investment decisions.

With an average inflation rate of 5.3% in 2023-2024, the region broadly matches the EU average of 4.8% and experiences
lower inflation than the EU neighbouring economies, with an average of 6.4% (Figure 2.3). The inflation gap between the
region and the EU has consistently been below 0.5 percentage point over the last decade, reflecting the region's growing
economic integration with the EU? and the influence of euro-area monetary conditions.? The remaining inflation gap is
largely explained by food price increases, which had a stronger impact on headline inflation owing to food's larger weight
in household consumption compared to the EU.3

Kosovo recorded the lowest inflation rate in the region, averaging 3.3% in 2023-2024, while Serbia experienced inflation
nearly twice as high as the EU average, at 8.6%.*

Figure 2.3. Inflation rate in the Western Balkan economies and the EU, 2014-2024
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Source: (International Monetary Fund, 2026s)).
StatLink Si=mM™ https://stat.link/plgxif
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MS.02. Exchange rate stability

Measured as the maximum fluctuation range vis-a-vis the euro, exchange rate stability is a key condition for closer
economic integration within the EU, as it lowers transaction costs and removes the risk premium attached to cross-border
trade and investment.

Across the region, exchange rate fluctuations against the euro averaged 3.3% in 2023-2024, an average largely driven by
the appreciation of the Albanian lek amid strong tourism receipts, remittances and FDI inflows (Figure 2.4).> Exchange-rate
stability remains a strength of the region's macro-financial stability, underpinned by monetary arrangements ranging from
unilateral euroisation and currency boards to managed floating regimes, all oriented towards limiting fluctuation vis-g-vis

the euro.®

Apart from Albania, which recorded an exchange-rate fluctuation vis-a-vis the euro of 18.5% in 2023-2024, all other
regional economies remained below 1%.

Figure 2.4. Exchange-rate stability in the Western Balkan economies and the EU, 2014-2024
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Note: The fluctuation range is calculated as the difference between the maximum and minimum bilateral exchange rates against the euro observed over the
period, expressed as a percentage of the minimum exchange rate. For economies that use the euro as their official currency, the fluctuation range is set to
zero. Both the EU and EU neighbouring economies average include several non-euro area economies, which remain exposed to exchange-rate fluctuation vis-
a-vis the euro.
Source: (International Monetary Fund, 2026s)).

StatLink =P https://stat.link/j5da3h
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MS.03. General government balance

Maintaining a sustainable general government balance supports economic growth by containing public debt, easing the
cost of government borrowing and preserving fiscal space to respond to future shocks.

The Western Balkan economies recorded an average general government deficit of 1.7% of GDP in 2023-2024, a stronger
performance than both the EU average (2.3%) and the EU neighbours' average (3.2%) (Figure 2.5). Since 2014-2016, the
region has narrowed its general government deficit by 1.3 percentage points, while the EU's deficit widened by 0.4
percentage points over the same period, making the general government balance the cluster’s best-performing indicator
for the Western Balkan economies. Over the last decade, the region’s progress has largely been driven by strong tax
revenue growth,’ coupled with continued improvements in tax compliance.?

While all Western Balkan economies recorded fiscal deficits in 2023-2024, only North Macedonia exceeded the EU’s 3%
deficit reference value, posting a deficit of 4.5% of GDP, whereas Kosovo recorded the strongest fiscal position, with a
deficit of 0.3% of GDP.

Figure 2.5. General government balance in the Western Balkan economies and the EU, 2014-2024
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Source: (International Monetary Fund, 20267)).
StatlLink Su=r™ https://stat.link/ryz2jo
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MS.04. Long-term government interest rates

Long-term government interest rates reflect investors’ perception of sovereign risk and the sustainability of public
finances, shaping the cost of government borrowing and its fiscal space.

Unlike for the EU member states, comparable and harmonised long-term government bond yields are not always available
for Western Balkan economies, reflecting the limited depth and liquidity of domestic government bond markets and, in
some cases, the absence of sufficiently long-dated benchmark securities. Therefore, as needed, 10-year government bond
yields are inferred from shorter-term government interest rates, as described in the Technical Annex published separately
from this report.

Average long-term government bond yields across the Western Balkan economies stood at 5.1% in 2023-2024, above both
the EU average of 3.6% and the EU neighbouring economies' average of 4.6% (Figure 2.6). However, this gap with the EU
has narrowed: a decade ago, the region's average yield stood at 7.0%, more than three times the EU average of 2.1%. This
progress was supported by consistently strong fiscal discipline, resulting in lower public debt,® strengthening the Western
Balkan economies’ sovereign creditworthiness.’® Nevertheless, relatively illiquid sovereign debt markets across the
Western Balkan economies continue to weigh on investor demand for government securities, contributing to higher
borrowing costs.!!

Kosovo recorded the lowest average level of long-term government interest rates in the region in 2023-2024, standing at
4.1%, while Albania recorded the highest at 6.5%.

Figure 2.6. Long-term government interest rates in the Western Balkan economies and the EU, 2014-
2024
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Sources: Data for long-term government yields for EU economies from (Eurostat, 2026s)). Data for Albania from (Bank of Albania, 2026g)).
Data for Kosovo (2023, 2024) from (Central Bank of the Republic of Kosovo, 2026y1q)). Data for North Macedonia (2014, 2015, 2016) from (Government of the
Republic of North Macedonia, 202611)). Data for Serbia (all years) from (National Bank of Serbia, 2026y1). Data are imputed for Bosnia and Herzegovina (all
years), Kosovo (2014, 2015, 2016), North Macedonia (2023, 2024), Montenegro (all years), and Estonia (2014, 2015, 2016). For more details on imputations,
please consult the Methodology section.

StatLink S=Pm https://stat.link/vdlIfkz
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MS.05. Current account balance

A sustainable current account balance preserves an economy's external financing capacity and limits foreign debt
accumulation, factors that determine an economy's resilience to external shocks.

Standing at -6.0% of GDP in 2023-2024, the region's average current account deficit exceeds the -4% threshold used under
the EU's macroeconomic imbalance surveillance framework, making the current account balance the cluster's lowest-
scoring indicator for the region. By comparison, the EU and EU neighbouring economies recorded average balances of 0.3%
and -3.2% of GDP respectively (Figure 2.7). Although up from -7.0% of GDP in 2014-2016 thanks to an expanded services
surplus supported by the growth of tourism?*? and ICT sectors (see the Digital Transformation cluster for more details), the
current account deficit remains sizeable due to large merchandise trade deficits'® and declining remittance inflows.** At
the same time, while strong FDI inflows provided an important source of financing for current account balance deficits, the
associated outward investment-income payments contributed to a widening primary income deficit in the current
account.””

Albania, Bosnia and Herzegovina and North Macedonia remained within the -4% threshold in 2023-2024, while Serbia,
Kosovo and Montenegro exceeded this threshold, with Montenegro recording the region's largest deficit at 12.4% of GDP.

Figure 2.7. Current account balance in the Western Balkan economies and the EU, 2014-2024

% of GDP
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Note: In line with the Macroeconomic Imbalance Surveillance Framework methodology, the current account balance is expressed as a three-year backwards-
moving average.
Source: Data for the current account balance from (International Monetary Fund, 202613)).

StatLink Si=mM™ https://stat.link/vreo6i
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Notes

! Since the entry into force of the Stabilisation and Association Agreements, the Western Balkan economies have
progressively deepened their economic integration with the European Union, which stands as the region’s main trading
partner and accounts for around 62% of its total trade in 2025, contributing to the convergence of price dynamics between
the two regions (Council of the European Union, 20262s)).

2 Monetary conditions also contributed to the close alignment of inflation developments with the euro area. Bosnia and
Herzegovina, Kosovo and Montenegro, which do not conduct autonomous monetary policy, imported the ECB's monetary
tightening directly. In Albania, North Macedonia and Serbia, policy rates followed broadly similar tightening cycles to those
of the euro area following the exceptionally accommodative conditions of 2014-2016. Average central bank policy rates
increased by around 2 percentage points between 2017-2019 and 2023-2024, compared with 3.4 percentage points for
the ECB over the same period (European Central Bank, 202636); Bank of Albania, 20262¢;; National Bank of North
Macedonia, 2026(23;; National Bank of Serbia, 2026(24)).

3 Average food inflation reached 7.3% in both the region and the EU in 2023-2024. However, food accounts for around 42%
of the consumer price index basket in the region, compared with around 15% in the EU, leading to a stronger impact of food
prices on headline inflation in the Western Balkan economies (Eurostat, 2026(29}; International Monetary Fund, 202327)).

# After a hike in inflation between 2021 and 2022, Serbia did not experience the inflation decline observed elsewhere in
the region in 2023, as the government implemented a series of regulated electricity and natural gas tariff increases (Balkan
Green Energy News, 2023[19)).

> In 2023, tourism, FDI and remittances reached EUR 3.2 billion (+46.6% compared to 2022), EUR 1.1 billion (+10.6%) and
EUR 676 million (+14.2%) respectively (Bank of Albania, 202341j). Their impact on the exchange rate was amplified by the
relatively shallow domestic foreign exchange market, with annual foreign exchange market turnover of around USD 11
billion in Albania compared with an average of USD 52 billion across emerging market economies, limiting the economy’s
capacity to absorb such inflows without sizeable exchange-rate adjustments (International Monetary Fund, 202532)).
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& Although monetary arrangements across the Western Balkan economies differ in their institutional design, they all share
a common objective of maintaining exchange rate stability toward the euro. Kosovo and Montenegro have unilaterally
adopted the euro as legal tender. Bosnia and Herzegovina operates a currency board while North Macedonia maintains a
de facto peg of the denar to the euro. Albania and Serbia operate managed floating exchange-rate regimes, allowing their
central banks to intervene in foreign exchange markets to limit excessive exchange-rate fluctuations (International
Monetary Fund, 202339)).

7 On average, government revenues increased by 4.4 percentage points of GDP from 2014-2016 to 2023-2024, compared
with 0.5 percentage point for government expenditures. Stronger indirect tax receipts, particularly value-added tax, were
supported by robust domestic demand, with real final consumption expenditure rising by 33.8% over the period, associated
with higher labour incomes across the region, including significant minimum-wage increases. (International Monetary
Fund, 202634; World Bank, 2026(3s;; World Bank, 2024(s); Bank of Albania, 20240); Central Bank of Bosnia and
Herzegovina, 20242); Central Bank of the Republic of Kosovo, 2024 43;; Central Bank of Montenegro, 202444)).

& Improved taxpayer services across all Western Balkan economies, notably through simpler filing procedures and the
expansion of electronic tax filing, supported revenue performance (OECD, 2024s)).

9 At 43.4% of GDP in 2023-2024, general government gross debt in the Western Balkan economies was 7 percentage points
lower than in 2014-2016 (International Monetary Fund, 2026(30)).

10 Over the past decade, sovereign credit ratings followed a broadly positive trajectory across the Western Balkan
economies. Albania was upgraded from B+ to BB by Standards & Poor’s between 2014 and 2024, Montenegro from B to
B+ and Serbia from BB+ to BBB-, entering investment-grade territory. Bosnia and Herzegovina and North Macedonia
sovereign ratings remained unchanged at B+ and BB-, respectively. Kosovo obtained its first international sovereign credit
ratings in 2024, receiving a BB- rating from Fitch (Standards & Poor's, 202417); 2024 22;; 2024181; 2024(37;; 2025213; Fitch,
2024 33)).

11 capital market activity remains underdeveloped, with domestic banks as the main investors in government securities,
which are often held to maturity rather than actively traded on the secondary market. Limited secondary-market liquidity
is generally associated with a higher liquidity premium demanded by investors, contributing to higher sovereign bond
yields (International Monetary Fund, 202531;; World Bank, 2026(14)).

12 yp from 7.9% of GDP in 2014-2016, the services balance reached 12.2% of GDP across the region in 2023-2024. Strong
tourism activity fed that uptrend, with travel services accounting for nearly half of total service exports (47.6% in 2023-
2024) (International Monetary Fund, 20262¢); World Bank, 20261¢)).

3 The trade in goods balance remained broadly unchanged over the decade, standing at -26.8% of GDP in 2023-2024,
slightly up from -26.2% in 2014-2016 (International Monetary Fund, 2026/2s)).

14 The secondary income balance remained a major source of external financing, although it declined from 11.8% of GDP
in 2014-2016 to 11% in 2023-2024, closely mirroring the evolution of remittance inflows, from 10% to 9.4% of GDP
(International Monetary Fund, 20262s;; World Bank, 2026201).

15 The primary income balance widened from -0.4% of GDP in 2014-2016 to -1.6% in 2023-2024, as growing FDI inflows
financing the current account deficit also increased investment-income payments to foreign investors. Direct investment
income owed to foreign shareholders rose from USD 348 million in 2014-2016 to USD 1.1 billion in 2023-2024 (International
Monetary Fund, 2026y3s)).
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Infrastructure and connectivity
cluster

Infrastructure and connectivity play a crucial role in fostering economic growth and
regional integration by enhancing transport, energy and digital networks. This chapter
assesses the extent to which the six Western Balkan economies have developed the
infrastructure networks necessary to support economic growth, drawing on seven
indicators. It first examines the density and utilisation of transport infrastructure, covering
road density, rail density and rail freight intensity relative to economic size, before turning
to energy infrastructure, assessed through power losses and electricity costs for non-
household consumers. The chapter concludes with an analysis of digital infrastructure,
focusing on population coverage by at least 4G networks and broadband speed.
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Key findings

With an average score of 55 in 2023-2024, the Infrastructure and Connectivity cluster records the third-highest
performance across all six clusters. At the same time, it has seen the second-fastest pace of convergence, with the
regional average rising by 22 points since 2014-2016. Despite this progress, the regional average remains 25 points
below the average of EU neighbouring economies, which share broadly comparable geographical and topographic
conditions with the Western Balkan economies, indicating that a substantial convergence gap persists. Serbia leads the
regional ranking, while Albania is the lowest-performing economy (Figure 3.1).

Figure 3.1. Infrastructure and connectivity cluster scores by economy (EU average=100), 2023-2024

Economy Scoreboard 2026 score Change since
(2023-2024) 2014-2016
EU neighbours average 80 +7
_ Serbia 68 +22
2 Montenegro 64 +29
3 Bosnia and Herzegovina 61 +22
WB6 average 55 +22
4 North Macedonia 53 +15
5 Kosovo 50 +16

_ Albania 33 +33

Notes: “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia. For more information on score
calculation and the overall methodological approach, please consult the Methodology section.

Over the last decade, the Western Balkan economies have made notable progress in digital infrastructure, with 4G
population coverage now matching EU levels across all six economies (Figure 3.2). However, a broadband speed gap
persists, with the regional average at 60% of the EU average; the high share of the rural population also challenges
efforts to extend high-speed network coverage.

By contrast, transport infrastructure remains the cluster's weakest area (Figure 3.2). Road density has remained broadly
stable over the last decade, constrained by an investment pattern skewed towards upgrading existing corridors rather
than expanding network coverage, as well as slow project implementation, leaving the region at only 23% of EU levels.
Rail infrastructure has continued to deteriorate over the same period, reflecting a pattern of structural disinvestment,
leading to a considerable decline in rail freight traffic.

The energy infrastructure presents a contrasting picture (Figure 3.2). Power losses remain structurally elevated at more
than 2.5 times the EU average, reflecting primarily ageing generation and distribution infrastructure. Electricity costs
for non-household consumers have nonetheless remained contained; however, EU accession prospects will increasingly
put pressure on existing coal-based subsidies, as alignment with EU state aid rules and the Emissions Trading System
will raise the cost of coal-based electricity production.
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Figure 3.2. Infrastructure and connectivity indicator scores by economy (EU average=100), 2023-
2024

Road Rail Rail freight Power losses Electricity 4G penetration Broadband
infrastructure | infrastructure (IC.03) (IC.04) prices for (IC.06) speed
density (IC.01 | density (IC.02) non-household (IC.07)

consumers

Albania 8 16 2 28 28

Bosnia and

Herzegovina L 35 86 58 =

Kosovo 13 53 0 31 56

North

Miacsdonia 35 47 17 40 2

Montenegro 42 33 37 48 63

Serbia 32 70 64 46 75

WB6 average 23 42 34 42 60

EU neighbours

average 62 83 102 65 74
9 2‘5 SP 75 100

I

Notes: Scores are rounded to the nearest whole number. “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary,
Romania and Slovenia. For more information on score calculation and the overall methodological approach, please consult the Methodology section.
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IC.01. Road infrastructure density

The coverage and quality of road infrastructure shape economic convergence, determining the extent to which producers
and consumers can access domestic and regional markets. Road network density thus offers a useful measure of the spatial
extent of road infrastructure and, indirectly, of connectivity. However, differences across economies also reflect factors
such as population density, geography, topography and settlement patterns, meaning that higher road density does not
necessarily imply adequate infrastructure provision. This indicator should therefore be interpreted alongside other
measures of transport infrastructure and connectivity.

With an average road infrastructure density of approximately 41 km per 100 km? in 2023-2024, the Western Balkan
economies fall short of the EU average of 175 km per 100 km? (Figure 3.3). Nonetheless, when compared with the EU
neighbouring economies, which share similar population densities® and broadly comparable geographical characteristics,
the Western Balkan economies still reach only 38% of this benchmark (108 km per 100 km?). This gap points to constraints
on network development characterised by insufficient maintenance spending,? an investment pattern skewed towards
upgrading existing corridors rather than expanding network coverage® and persistently slow project implementation.*
Road density has remained broadly stable across most economies over the last decade, indicating an investment pace
insufficient to close the gap.

Montenegro leads the region in road density, standing at 74 km per 100 km?, while Albania, at 13 km per 100 km?, ranks
lowest and is the only economy to have experienced a decline over the period.

Figure 3.3. Road infrastructure density in the Western Balkan economies and the EU, 2014-2024
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Notes: Data are unavailable for Montenegro (2014, 2015, 2024), Austria (2024), Cyprus (2024), Germany, Denmark (2024), Spain (2024), Greece, Italy (2024),
Luxembourg (2024), Latvia (2024), Malta (2014, 2015, 2017), Poland (2024) and Romania (2024).

Sources: (OECD, 2026y1). Data for Cyprus from (Eurostat, 2026(). Data for Kosovo sent by KAS to the OECD. Data are imputed for Malta (2016), Denmark
(2023), Latvia (2023), Luxembourg (2023) and Poland (2023). For more details on imputations, please refer to the Technical Annex, published separately from
this report.

StatLink Si=mM https://stat.link/m3t0Oeq
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IC.02. Rail infrastructure density

Complementing road infrastructure, rail can support economic growth and competitiveness by improving the movement
of people and goods, strengthening domestic and regional connectivity and enabling a more sustainable mobility network.
As with road infrastructure, differences in geography, topography and settlement patterns should also be considered when
interpreting cross-economy comparisons.

Rail infrastructure density has declined across most Western Balkan economies over the last decade, driven by a pattern
of structural disinvestment in which rail has consistently been deprioritised relative to road infrastructure.® With a regional
average of approximately 2.4 km per 100 km? in 2023-2024 (Figure 3.4), rail infrastructure density in the Western Balkan
economies falls short of the EU average of 5.7 km per 100 km?2. Nonetheless, when compared with the EU neighbouring
economies, which share similar population densities and broadly comparable geographical characteristics, the Western
Balkan economies still reach only around 50% of this benchmark (4.8 km per 100 km?). Maintenance spending in the
Western Balkans remains insufficient, with works fragmented across isolated sections rather than organised around a
comprehensive network upgrade.®

Serbia leads the region with a density of 4.0 km per 100 km?, while Albania records the lowest, at 0.9 km per 100 km?2, with
the sharpest contraction in the region, at over 28%, since 2014-2016.

Figure 3.4. Rail infrastructure density in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Cyprus, Malta, and Kosovo (2014, 2015).
Sources: (Eurostat, 20263)). Data for Kosovo (2016, 2023, 2024) sent by KAS to the OECD.
StatlLink Si=r™ https://stat.link/1v0ag4
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IC.03. Rail freight intensity

The deterioration of rail infrastructure documented above has directly led to the underutilisation of railways for freight
transport across the region.

Rail freight intensity, measured as tonne-kilometres per unit of GDP in 2021 USD, expressed in purchasing power parity
(PPP),” has declined across most Western Balkan economies over the last decade. This trend has been driven primarily by
a contraction in absolute rail freight volumes,® reflecting the progressive erosion of network capacity and service reliability
resulting from sustained underinvestment in maintenance.® With a regional average of 7.2 tonne-kilometres per thousand

units of GDP in 2023-2024 (Figure 3.5), the Western Balkan economies stand at 34.2% of the EU neighbouring economies'
average (21.6).

Bosnia and Herzegovina and Serbia, which were broadly in line with the EU neighbouring economies' average in 2014-
2016, have recorded significant declines, with performance at 16% and 37% below the EU neighbours’ average in 2023-
2024, respectively. Albania and Kosovo are the economies where rail freight remains marginal, with negligible volumes.

Figure 3.5. Rail freight intensity in the Western Balkan economies and the EU, 2014-2024
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Notes: Data are unavailable for Belgium, Cyprus, Greece (2018, 2019, 2020, 2021, 2023), Malta, Albania (2024), and Montenegro (2021, 2023).

Sources: (Eurostat, 2026y4)). Data for Albania from (INSTAT, 2026s). Data for Kosovo (2015-2023) from (KAS, 2024s)) and (KAS, 2026(7) for the year 2024. Data
for Montenegro (2021, 2023) from (MONSTAT, 2024s). Data for Serbia from (SORS, 2026(9). GDP data from (World Bank, 202610)). Data are imputed for
Greece (2022). For more details on imputations, please refer to the Technical Annex, published separately from this report.

StatlLink Si=r™ https://stat.link/Idgwms
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IC.04. Power losses

Power losses, measured as the share of energy injected into transmission and distribution grids that fails to reach end
users, capture the efficiency of energy infrastructure in delivering available electricity to consumers.

The Western Balkan economies recorded an average loss rate of 15.2% in 2023-2024 (Figure 3.6), more than 2.5 times the
EU average (6.0%) and significantly above the average for EU neighbouring economies (9.2%). The regional average has
remained unchanged since 2014-2016, reflecting the combined effect of an ageing generation and distribution
infrastructure!® and outdated metering systems that contribute to non-technical losses.!!

This stagnation conceals diverging trends across the region. Albania and Kosovo, despite reducing their loss rates over the
period, continue to record the highest levels in the region at 19.4% and 21.9% in 2023-2024, respectively. It should be
noted that in Kosovo, a significant share of non-technical losses in the northern municipalities stems from unbilled energy,
which is currently treated as power losses; the gradual integration of these municipalities into the domestic electricity
billing and collection system is expected to help reduce non-technical losses in the future. Power losses have meanwhile
risen across the remaining economies; Bosnia and Herzegovina records the lowest rate in the region at 10.4%, a level
broadly aligned with the EU neighbours.

Figure 3.6. Power losses in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Luxembourg (2014, 2015), Slovakia (2014, 2015, 2019).

Sources: (Council of European Energy Regulators, 2025p1; 202012)). Data for Albania (2023), Bosnia and Herzegovina (2023), Kosovo (2023), Montenegro
(2023), North Macedonia (2023) and Serbia (2023) have been sent by the Energy Community to the OECD. Data for Kosovo (2024) have been sent by the KAS
to the OECD. Data are imputed for Bulgaria (2014-2016), Denmark (2014-2016), the Netherlands (2014-2016) and the EU economies (2023). For more details
on imputations, please refer to the Technical Annex, published separately from this report.

StatlLink i https://stat.link/vOxgzr
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IC.05. Electricity cost for non-household consumers

In contrast to power losses, electricity costs for non-household consumers represent a strength for the competitiveness
of Western Balkan businesses, with half of the economies maintaining prices below EU levels.

The regional average stands at USD 0.25 per kWh in 2023-2024 (Figure 3.7), broadly in line with the EU average (USD 0.26)
and well below the average for EU neighbouring economies (USD 0.36). This relatively contained cost level reflects the
region's reliance on domestically produced coal,'? supported by substantial fossil fuel subsidies®3 that have so far shielded
businesses from global energy market pressures. However, EU accession prospects increasingly challenge the sustainability
of this competitive advantage, as alignhment with EU state aid rules and the Emissions Trading System would raise the cost
of coal-based electricity production.

Kosovo records the lowest prices in the region at USD 0.18 per kWh, around 30% below the EU average. North Macedonia
records the highest, at USD 0.38 per kWh, nearly 50% above the EU average, reflecting its particularly high dependence on
energy imports.

Figure 3.7. Electricity prices for non-household consumers in the Western Balkan economies and the
EU, 2014-2024

2021 USD in PPP per kWh
0.45

0.4

035 |  tmemsmmseassssssssssssssssmsssssssceeee SR s emmm—m—————
0.3

0.25 | e e B - - - -c=TTTssEEEEEEERSR
0.2

0.15
0.1

0.05

0
| ALB BIH KOS MKD MNE ! SRB
2014-2016 2023-2024 s====- EU average (2023-2024) «====- EU neighbours average (2023-2024)

Note: Data are unavailable for Albania (2014, 2015, 2017, 2018).
Sources: (Council of European Energy Regulators, 202511;; 2020112). Data for Albania (2023), Bosnia and Herzegovina (2023), Kosovo (2023), Montenegro
(2023), North Macedonia (2023) and Serbia (2023) have been sent by the Energy Community to the OECD. Data are imputed for Albania (2016).

StatLink == https://stat.link/7yunza
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IC.06. 4G coverage

Population coverage by at least 4G networks'* measures the breadth of digital infrastructure deployment, a prerequisite
for businesses and individuals to adopt digital tools and participate in the digital economy.

Convergence on this indicator since 2014-2016 has been the most pronounced of any in the cluster, with the regional
average rising from 58% to 99.3% of the population (Figure 3.8), now matching the EU average, driven by sustained private
investment in mobile network expansion.?® Progress has been particularly notable in Bosnia and Herzegovina, where 4G
networks had yet to be deployed in 2014-2016 and reached 98% in 2023-2024, and in Albania, where coverage has
increased from 38% to nearly 100% over the same period.

Figure 3.8. 4G penetration in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Kosovo (2017, 2019, 2020).

Sources: (World Bank, 2026(3). Data for Kosovo (2022, 2023, 2024) from (Electronic and Postal Communications Regulatory Authority, 202514)), year 2021
from (Electronic and Postal Communications Regulatory Authority, 2022(15)) and year 2018 from (Electronic and Postal Communications Regulatory Authority,
2019p1¢)).

StatLink Si=rm https://stat.link/4vb7rt
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IC.07. Broadband speed

While 4G coverage shows near-complete convergence, broadband speed reveals a remaining gap in the quality of digital
infrastructure, constraining businesses' capacity to adopt data-intensive digital tools and processes.

With a regional average of 58.6 Mbit/s in 2023-2024 (Figure 3.9), the Western Balkan economies reach 60% of the EU
average. The progress recorded since 2014-2016 is nonetheless substantial, with the regional average rising eightfold,
driven by significant investment in high-speed networks over the last decade.'®

North Macedonia is the regional leader, even exceeding the average of EU neighbouring economies (72.3 Mbit/s), at 88.5
Mbit/s. Albania, however, records the lowest broadband speed in the region at 27.6 Mbit/s, with convergence remaining
modest, rising from 25% to 28% of the EU average over the past decade. Overall, closing the remaining gap with the EU
will require addressing the challenge of rural connectivity: with approximately 37.8% of the Western Balkan population
residing in rural areas, against an EU average of 25% (World Bank, 2026(17]), the deployment of the high-speed network
infrastructure will require public support to offset the higher costs that deter private operators from extending coverage
beyond urban centres.

Figure 3.9. Broadband speed in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for all economies (2014, 2015).
Source: (Cable.co.uk, 202515)). Data are imputed for all economies (2016). For more details on imputations, please refer to the Technical Annex, published
separately from this report.

StatLink si=mM™ https://stat.link/kfh9vg
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Notes

! The average population density of the Western Balkan economies is 83.5 inhabitants per km? in 2024, while the EU
neighbours' average is 84.3 (World Bank, 202629)).

2 Available data indicate increasing efforts in most Western Balkan economies, albeit to varying degrees. Serbia has had
the highest maintenance spending, reaching EUR 374.7 million in 2024, or 0.45% of GDP, compared to 0.32% in the EU
neighbouring economies (data not available for Greece and Romania). Spending has also risen in Albania, but efforts
remain below the EU average at 0.15% of GDP. In North Macedonia, annual spending remained below EUR 15 million over
2014-2024 and stood at only 0.02% of GDP in 2024, posing challenges to the sustainability of road infrastructure (OECD,
202523)).

3 Between 2009 and 2025, more than 1000 km of roads were built or upgraded in the region through the WBIF, including
215 km of newly constructed motorways (Western Balkans Investment Framework, 2025(24)).

4 Most road extension projects in the region suffer delays of over two years following their approval (OECD, 2024(q)).

> In 2024, available data for Albania, North Macedonia and Serbia indicated that investment in rail amounted to,
respectively, 5.4%, 0.3% and 29.1% of investment in road infrastructure (OECD, 2025/23)).
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& Only 15% of the overall investment earmarked for the maintenance of the Trans-European Transport Network was
realised in 2023 (Transport Community, 2023[19]).

7 Unless otherwise stated, USD refers to 2021 USD PPP throughout the chapter.

8 Apart from Montenegro, where the freight volumes in tonne-km have increased by 43.6% from 2014 to 2024, all the
Western Balkan economies have experienced a decline, such as Bosnia and Herzegovina (-22.4%), North Macedonia (-
61.6%) (Eurostat, 2026(3)) and Kosovo (-99.6%).

%1n 2023, an estimated 42.5% of the core and 46.3% of the comprehensive networks were in poor or very poor condition
(Transport Community, 202319)). This share has increased to 45% in 2025 (Transport Community, 2025(2s)), indicating a
continued deterioration of the regional railway network.

10 As of 2023, around 50% of the installed generation capacity was more than 35 years old, while the lifetime duration of
thermal power plants is estimated to be around 40 years (CEPS, 202321)).

1 Non-technical losses refer to electricity that is consumed but not billed, arising principally from energy theft, metering
errors and conveyance inaccuracies. In the Western Balkan economies, the limited deployment of smart metering
infrastructure across the region contributes to elevated non-technical loss rates, although modernisation efforts are
underway in Kosovo, Montenegro, North Macedonia and Serbia (EIB, 202422)).

12 Western Balkan economies consumed 61 million tonnes of brown coal in 2023, an increase of 13% compared with 1990.
Brown coal still plays a major role in electricity generation in the region, providing 39% of the electricity generation in
Montenegro, 40% in North Macedonia, 56% in Bosnia and Herzegovina, 60% in Serbia and 91% in Kosovo (Eurostat,
2025(27)).

13 Between 2018 and 2023, the Western Balkan economies provided EUR 5.8 billion in transfers and credit to their energy
sectors, mostly to fossil fuels (OECD, 202530)).

14 The 2026 edition replaces mobile cellular penetration with population coverage by at least 4G networks, providing a
more accurate measure of meaningful mobile connectivity and eliminating distortions generated by multi-SIM usage and
non-resident mobile subscriptions in the previous indicator.

15 private capital and infrastructure sharing have played an increasing role in the expansion of mobile networks in the
region. In January 2024, an Actis-led consortium, with EBRD support, acquired around 1 800 mobile network towers from
Telekom Srbija across Serbia, Bosnia and Herzegovina and Montenegro, establishing the first independent tower company
headquartered in the Western Balkan economies. The transaction transfers state-owned telecommunications
infrastructure to private ownership and is intended to facilitate infrastructure sharing among operators, thereby
supporting 5G roll-out and improving network coverage (EBRD, 20242g)).

16 In line with the Gigabit Society targets, the Western Balkan economies have invested significantly in developing high-
speed networks, leading to the emergence of fibre-to-the-premises (FTTP) technology in the region. As of 2024, 56.6% of
households in the Western Balkan economies used FTTP technology, up from 33.8% in 2021; however, these figures remain
below the EU average of 69.2% in 2024 (Regional Cooperation Council, 202626)).
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4 Skills cluster

Skills development is a key driver of long-term growth and convergence, strengthening
human capital and boosting productivity. This chapter benchmarks the progress of the
Western Balkan economies against the EU, exploring how effectively the six economies
develop and utilise skills to improve education, employment and innovation outcomes. It
highlights the role of quality education throughout individuals'lives — from early childhood
education to lifelong learning once in the labour force — in shaping the skills and
competencies needed to meet market demands. The chapter further explores how these
skills contribute to enhanced employment outcomes and productivity gains, while
emphasising the importance of innovation in adapting and enhancing capabilities to
ensure regional competitiveness and resilience.
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Key findings

With an average score of 36 in 2023-2024, Skills ranks as the lowest-performing cluster of the six. Convergence has also
been slow, with the regional average rising by only 3 points since 2014-2016. Overall, the regional average is only half
that of EU neighbouring economies (71). Serbia leads the region, followed by Montenegro, while Kosovo records the
lowest score (Figure 4.1).

Figure 4.1. Skills cluster scores by economy (EU average=100), 2023-2024

Scoreboard 2026 score Change since
(2023-2024) 2014-2016
EU neighbours average 71 +7
_ Serbia 56 +14
2 Montenegro 48 -4
3 Albania 36 +4
WB6 average 36 +3
4 North Macedonia 33 -4
5 Bosnia and Herzegovina 31 0

- Kosovo 15 +8

Notes: “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia. For more information on score
calculation and the overall methodological approach, please consult the Methodology section.

The region's main strength ostensibly rests in educational attainment: the share of the labour force having achieved
tertiary education is the only indicator in the cluster to have broadly converged to the EU average (Figure 4.2). These
attainment levels, however, mask shortcomings in the quality of education. The region’s average PISA mathematics
performance stands around 80% of the EU average, with no significant convergence over the decade, constrained by
insufficient public education spending and low enrolment in early childhood education and care (ECEC). These gaps in
learning outcomes can hinder the school-to-work transition, contributing to a youth not in employment, education or
training (NEET) rate that, despite recent declines, remains twice the EU average.

In turn, these obstacles within the education system have weighed on labour productivity, which remains slightly below
40% of EU levels and has not converged over the last decade. This reflects, amongst other things, training systems that
often fail to equip individuals with foundational competencies aligned with labour market demands. Lifelong learning
could help address these imbalances, yet participation reaches only 20% of the EU average. The region's limited
innovation activity, the weakest indicator in the cluster, similarly weighs on productivity, with patent applications at
just 2% of the EU average.

Employment outcomes have nonetheless improved. The employment rate is the cluster's fastest-converging indicator,
though part of this trend reflects high emigration, which has reduced the working-age population and drained skills
from the region. Progress remains uneven across the workforce: women's labour force participation remains more than
20 percentage points below men's, a gap more than twice the EU average, reflecting an underdeveloped social
infrastructure.
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Figure 4.2. Skills indicator scores by economy (EU average=100), 2023-2024
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Notes: Scores are rounded to the nearest whole number. “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary,
Romania and Slovenia. For more information on score calculation and the overall methodological approach, please consult the Methodology section.
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SK.01. Labour productivity

Labour productivity captures the extent to which rising employment translates into sustained improvements in living
standards.

With a regional average of USD? 26.2 per hour worked in 2023-2024, the Western Balkan economies reach only 38% of the
EU average (USD 69.0), and 54% of the EU neighbouring economies' average (USD 48.5) (Figure 4.3). Overall, no
convergence with the EU has taken place since 2014-2016, with the regional average unchanged at around 38%. This
absence of convergence reflects, among other factors, skills gaps that contribute to both the concentration of employment
in low-value-added activities? and the limited adoption of productivity-enhancing technologies, including artificial
intelligence.?

North Macedonia leads the region at 46.9% of the EU average (USD 32.4 per hour worked), while Albania ranks lowest at
25.6% (USD 17.6).

Figure 4.3. Labour productivity in the Western Balkan economies and the EU, 2014-2024
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Source: (ILO, 2026(1). Data are imputed for Kosovo. For more details on imputations, please refer to the Technical Annex, published separately from this
report.

StatlLink Siu=r™ https://stat.link/6c53yf
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SK.02. Employment rate

The employment rate captures how much of an economy's human capital is in productive use, with higher rates bringing
more skills into the labour force and lifting aggregate output.

It represents the Skills cluster's most significant area of convergence over the last decade: the regional average rose from
49.6% in 2014-2016 to 62.2% in 2023-2024, reaching 80.7% of the EU average (77.1%) (Figure 4.4). This progress largely
reflects more active labour market policies targeting vulnerable groups, particularly women but also youth and the long-
term unemployed, supported by efforts to improve the quality and relevance of vocational education and training (VET)
while gaps remain.* However, part of this progress likely reflects the impact of high emigration, estimated at 23.6% of the
native population in 2024, together with low birth rates.’

Albania leads the region with an employment rate close to the EU average at 73.8%, while Kosovo records the lowest rate
at 41.6%, half the EU average, reflecting the particularly low participation of women.

Figure 4.4. Employment rate in the Western Balkan economies and the EU, 2014-2024
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Sources: (Eurostat, 2026(2). Data for Albania (2014-2018) from (European Commission, 20203)), (2019-2022) from (European Commission, 2024), (2023)
from (European Commission, 2025s5)) and (2024) was sent by INSTAT to the OECD. Data for Bosnia and Herzegovina (2014-2018) from (European Commission,
20205)) and (2019-2020) from (European Commission, 20247). Data for Kosovo (2014-2018) from (European Commission, 2020jg), (2019-2022) from
(European Commission, 20249 and (2023) from (European Commission, 20250)). Data for Montenegro (2021-2024) from (MONSTAT, 2026:1)). Data for
Kosovo (2024) sent by KAS to the OECD.

StatLink Si=r https://stat.link/morlh9
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SK.03. Gender gap in labour participation

The gender gap in labour force participation® captures the extent to which women remain outside the labour market
relative to men, leaving human capital underused.

At 18.1 percentage points in 2023-2024 (Figure 4.5), down from 22.6 in 2014-2016, the regional average gender gap
remains more than twice the EU average, a gap that has stayed unchanged over the last decade. Despite gradual progress
in aligning gender equality frameworks with the EU acquis, women's engagement in the labour market remains constrained
by underdeveloped child and elderly care infrastructure, unequal care responsibilities, unpaid care within households’ and
limited availability of flexible work arrangements.

Albania, Montenegro and Serbia record a gap of around 11 percentage points in 2023-2024, broadly in line with the EU
neighbours' average (10.4), while Kosovo registers the widest gap at 34.2 points, more than four times the EU average.

Figure 4.5. Gender gap in labour participation in the Western Balkan economies and the EU, 2014-
2024
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Sources: (ILO, 2025(12)). Data for Kosovo from (KAS, 2025(13)).
StatlLink Siu=rm https://stat.link/yzsegl
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SK.04. PISA performance: Mathematics

The quality of foundational education shapes the skills base of the future workforce, determining its capacity to adapt to
evolving labour market demands and contribute to economic growth.

Assessed through the PISA mathematics score, student performance in the Western Balkan economies averaged 390
points in the 2022 assessment, the most recent available, reaching 83% of the EU average (472 points), compared to 81%
in 2014-2016 (Figure 4.6), indicating the absence of meaningful convergence over the decade. This stagnation reflects
persistent weaknesses in the region's education systems, notably insufficient public education spending® and low
participation rates in ECEC,® which limit students' development of foundational skills before entering primary school.

Serbia leads the region at 440 points, or 93.3% of the EU average, while Kosovo records the lowest at 355 points (75.3%).
Albania has seen the steepest decline, from 84.8% to 78.0% of the EU average since 2014-2016.

Figure 4.6. Performance in mathematics in PISA in the Western Balkan economies and the EU, 2014-
2024
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Notes: The economy and regional average for the 2014-2016 period reflect data collected in 2015. This figure was finalised before the publication of the 2025
PISA results on 8 September 2026 and therefore does not incorporate them.

Source: (OECD, 2024y14)). Data are imputed for Bosnia and Herzegovina (2015, 2022), Serbia (2015) and all economies (2023). For further details, please refer
to the Technical Annex, published separately from this report.

StatLink Si=rm https://stat.link/3tkjl6
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SK.05. Youth NEET rate
The youth NEET rate captures the efficiency of the school-to-work transition and reflects gaps in the quality and relevance
of education.

Although down from 25.0% in 2014-2016, the regional average of 19.5% in 2023-2024 (Figure 4.7) remains more than twice
the EU average (8.9%) and well above the average of EU neighbouring economies (10.7%). The decline in the regional NEET
rate reflects the roll-out of Youth Guarantee schemes across most economies, as well as efforts to improve the quality
and relevance of VET programmes. The gap with the EU nonetheless persists, mainly reflecting the inadequate quality and
labour market relevance of VET programmes,*! as well as a misalignment between the skills of higher education graduates
and labour market demand.

While Serbia has reduced its NEET rate to 12.7%, the lowest in the region, Kosovo is the only economy in which the rate
has risen since 2014-2016, now at 32.4%, more than three times the EU average.

Figure 4.7. Youth NEET rate in the Western Balkan economies and the EU, 2014-2024
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Sources: (Eurostat, 20261s)). Data for Albania from (INSTAT, 2026:6)). Data for Bosnia and Herzegovina (2014-2020) from (ILO, 2024y17). Data for Kosovo from
(KAS, 2026:5)). Data for Montenegro (2021-2024) from (MONSTAT, 202611)).

StatlLink Siu=rm https://stat.link/wphujr
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SK.06. Labour force with advanced education

Advanced educational attainment, reflecting completion of tertiary education, helps to equip the labour force with the
skills required to adapt to evolving labour market demands and technological change, supporting productivity growth.

The share of the labour force with advanced education is the only indicator in the Skills cluster for which the Western
Balkan economies have achieved broad convergence with the EU: at 78.5% in 2023-2024, the regional average matches
the EU average (78.8%), a level maintained since 2014-2016, when it already reached 95.6% of the EU average (Figure 4.8).
While these high attainment levels should be interpreted with caution, as they may reflect the high unemployment rates
across the region, which can incentivise individuals to pursue advanced education as an alternative to job-seeking rather
than in response to genuine labour market demand, as evidenced by the high prevalence of over-education in the region.?

Overall, Montenegro records the highest share at 87.0% in 2023-2024, while the remaining economies cluster around the
EU average.

Figure 4.8. Labour force with advanced education in the Western Balkan economies and the EU,
2014-2024
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Note: Data are unavailable for North Macedonia (2023).

Source: (World Bank, 202619)).
StatLink si=r https://stat.link/bg03pj
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SK.07. Lifelong learning participation

Lifelong learning is essential to enable workers to adapt to the evolving demands of the labour market, supporting both
employability and broader productivity gains.

Lifelong learning participation is one of the weakest indicators in the Skills cluster, with the regional average standing at
only 3.0% in 2023-2024, reaching 20% of the EU average (15.0%) and 34% of the EU neighbouring economies average
(8.7%) (Figure 4.9). The gap has widened over the last decade: while the regional average has remained broadly unchanged
at around 3%, the EU average has risen from 10.6% to 15.0%. This divergence reflects the limited availability of training
programmes for adults that are designed in view of labour market demand*® and insufficient financial incentives, such as
vouchers or tax breaks, to encourage participation, particularly among low-skilled workers. Persistent informality across
the region further compounds this challenge, as workers operating outside the formal economy are less likely to benefit
from government-led skills development initiatives or employer-supported training.**

Overall, Serbia leads the region at 5.8% and is the only economy to have made meaningful progress since 2014-2016, while
Albania records the lowest lifelong learning participation rate at 1.2%, unchanged from 2014-2016.

Figure 4.9. Lifelong learning in the Western Balkan economies and the EU, 2014-2024
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Notes: Data are unavailable for Bosnia and Herzegovina (2014, 2015) and Kosovo (2014). Due to data availability constraints, the Albania figure is based on a
12-month reference period rather than the 4-week reference period used for other economies, pushing the estimate upward relative to comparable figures.
Sources: (Eurostat, 2026(,0)). Data for Albania from (INSTAT, 202621)). Data for Bosnia and Herzegovina (2017-2020) from (European Commission, 20252z).
Data for Kosovo sent by KAS to the OECD, (2023) from (European Commission, 2025(10;). Data for Montenegro (2021-2024) from (MONSTAT, 2026/.1)). Data
are imputed for Bosnia and Herzegovina (2016). For further details, please refer to the Technical Annex, published separately from this report.

StatLink Si=rm https://stat.link/egln6y
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SK.08. Patent applications

Innovation underpins long-term productivity growth and sustains economic convergence by enabling firms to develop and
commercialise new products and processes, with patent applications'’ serving as a direct outcome.

With a regional average of 3.5 applications per million inhabitants in 2023-2024, the Western Balkan economies reach only
2.4% of the EU average (145.6) and 17% of the EU neighbouring economies' average (20.1) (Figure 4.10). Patent activity
remains negligible across all economies, reflecting low research and development (R&D) expenditure,*® gaps in innovation
infrastructure and weak absorptive capacity of firms.’

Montenegro records the highest rate in the region at 9.6 applications per million inhabitants, though this still amounts to
only 6.6% of the EU average, while Kosovo records the lowest at 1.1.

Figure 4.10. Patent applications in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Bosnia and Herzegovina (2019, 2020, 2021), Kosovo (2014) and Montenegro (2023).
Source: (Eurostat, 2026/23)). Data are imputed for Kosovo (2023). For further details, please refer to the Technical Annex, published separately from this report.

StatLink SirZM https://stat.link/08g4p2
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Notes

! Unless otherwise stated, USD refers to 2021 USD PPP throughout the chapter.

2 Employment in the region remains concentrated in low-productivity activities (World Bank, 2026(s)). Tourism, a labour-
intensive and comparatively low-value-added sector, illustrates this pattern: it accounted for an average of 14.2% of
employment in the region in 2023 (13.9% in 2019), peaking at 21.5% in Albania and 25.6% in Montenegro (OECD, 202429)).

3 On average, only 35.8% of the population possesses at least basic or above basic digital skills in 2023-2024, compared to
57.6% in the EU (see Digital Transformation chapter).

4 See indicator SKO5 on youth NEET rate.

> Across the Western Balkan economies, the working-age population (aged 15-64) contracted by around 13.5% between
2014 and 2024, from 12.1 million to 10.5 million, with declines recorded in all six economies, including Kosovo, where the
contraction has set in since 2022 (World Bank, 2026(27]). Between 2015 and 2024, the total number of emigrants from the
region grew by more than 635 000, rising from 3.8 million to 4.4 million, resulting in modest increases in emigration rates
across most Western Balkan economies, from 3.1 percentage points in Serbia to 5.2 percentage points in Albania (United
Nations, 2024 2s)).

® This indicator is introduced for the first time in the 2026 edition of the Scoreboard.

7 Women in the Western Balkan economies carry a disproportionate burden of unpaid care and domestic work, spending
on average one to three hours more per day on unpaid work than men (UNDP, 20262¢)).

8 A critical factor in this issue is insufficient and inefficient public spending on education, which in the Western Balkan
economies amounts to 3.9% of GDP in 2023 (OECD, 20243s)), approximately 20% lower than the EU average of 4.7% in
2023 and 4.8% in 2024 (Eurostat, 2026(34).

% Available data indicate that, in 2024, 48.3% and 79.5% of children aged 3 to the starting age of compulsory education are
enrolled in pre-primary education in North Macedonia and Serbia, respectively, while the EU average is 94.9% (Eurostat,
202636)).

10 North Macedonia and Serbia remain the only Western Balkan economies to have deployed a Youth Guarantee nationally
(European Parliament, 2025p4); 2026(321). Montenegro launched a Youth Guarantee pilot for the period 2025-26,
implemented in three municipalities (European Commission, 2025(33)).

1 VET programmes in the Western Balkan economies are frequently characterised by outdated curricula, obsolete
technologies and inadequate equipment, which constrain the development of labour-market-relevant skills, and they
remain both underfunded and under-enrolled. Dual education models promoting work-based learning (WBL) have
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nonetheless gained momentum, with Kosovo and North Macedonia showing the clearest progress, while efforts elsewhere
remain largely confined to donor-funded projects. Employer engagement, though still uneven across the region, is growing:
for example, in North Macedonia, the number of companies offering a WBL placement rose from 16 in 2020-21 to around
650 in 2024-25 (RCC, 2025(31)).

12 gkills mismatch is widespread across the region's labour markets, with 22% of respondents holding qualifications higher
than their job required in 2023 (ETF, 2024 30)).

13 Most existing initiatives focus on cultivating digital skills among the unemployed, with employment agencies in Albania
and Kosovo, for example, training jobseekers in programming and coding. While targeted efforts are important given the
high incidence of long-term unemployment across the region, the limited availability of training restricts workers’
adaptability to evolving skills demands and thus their ability to maintain relevant competencies (OECD, 20243q)).

14 See indicator BEO6 on estimated informal employment.

15 This indicator replaces R&D expenditure in the 2026 edition, providing a more direct measure of innovation output
rather than input.

16 Available data indicate that Gross Expenditure on Research and Development has reached 0.29% of GDP in Montenegro,
0.37% in North Macedonia (2023), and 0.93% in Serbia, while 2.24% in the EU (Eurostat, 2026(37)). The R&D expenditure
also remains limited among businesses, with business expenditure on research and development reaching 0.04% of GDP
in Montenegro, 0.1% of GDP in North Macedonia (2023), and 0.43% of GDP in Serbia, while it is 1.49% of GDP in the EU
(Eurostat, 2026;3s)).

17 Evidence suggests that absorptive capacity among businesses remains a key constraint: for example, in the ICT sector,
firms in the Western Balkan economies have struggled to absorb and apply cluster-based technological spillovers from
European enterprises operating in the region (Kacani and Shaqiri, 20233s).
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5 Business environment cluster

A sound business environment supports economic growth by creating the right conditions
for businesses to thrive, invest and innovate. This chapter evaluates the progress of the
Western Balkan economies in converging with the EU, focusing on the conditions that
enable businesses to enhance their competitiveness and compete on an equal footing. It
specifically examines credit provision and the financial stability of banks, alongside the
orientation of foreign direct investment towards tradable sectors, as drivers of private
investment. Additionally, it analyses market competition by shedding light on corruption
and informality and considers the pace of new business creation as a measure of
entrepreneurial dynamism. Finally, the chapter explores trade integration, capturing the
region's capacity to participate in international trade.
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Key findings

With an average score of 87 in 2023-2024, Business Environment ranks as the best performing cluster, with a score
broadly matching the average for EU neighbouring economies of 94 (Figure 5.1). It also shows the fastest convergence
of the six clusters, with the regional average rising by 40 points since 2014-2016. Montenegro leads the region, while
Bosnia and Herzegovina records the lowest score.

Figure 5.1. Business environment cluster scores by economy (EU average=100), 2023-2024

Scoreboard 2026 score Change since

(2023-2024) 2014-2016

Montenegro 104 +39

2 Serbia 96 +50

3 North Macedonia 95 +36

EU neighbours average 94 +24
WB6 average 87 +40
4 Kosovo 80 +43

5 Albania 77 +41

_ Bosnia and Herzegovina 69 +29

Notes: “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia. For more information on score
calculation and the overall methodological approach, please consult the Methodology section.

The region's main strength lies in its ability to attract FDIs (Figure 5.2), with inflows into tradable sectors four times the
EU average, supported by an open regulatory environment and generous investor incentives, including tax breaks and
special economic zones. This performance, however, has not yet translated into broader trade dynamics: trade flows
remain around 30% of the EU average, held back by the region’s limited industrial base and persistent non-tariff
barriers.

Although domestic private investment exceeds the EU average by about 6%, it remains insufficient to sustain rapid
economic convergence. Investment remains constrained by an uneven competitive environment, an underdeveloped
innovation ecosystem, and limited access to finance for businesses. In particular, domestic credit to the private sector
remains low, at around two-thirds of the EU average, despite improvements in banking sector stability, as reflected in
non-performing loan (NPL) ratios converging towards the EU average. Consistent with these constraints, new business
creation remains below the EU average in most Western Balkan economies, reflecting both limited entrepreneurial
dynamism and administrative barriers to business entry and operations.

Securing a level-playing field for businesses remains a main weakness in the business environment of the Western
Balkan economies, with corruption and informality recording the cluster's lowest scores. Over the last decade, the
estimated share of informal employment has declined, but remains around six times the EU average, reflecting low
labour productivity, high non-wage costs and the absence of robust social security systems. Regarding corruption,
perceptions have shown no improvement over the same period, continuing to affect fair competition and deter
investors, amid weak political commitment to comprehensive anti-corruption frameworks.
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Figure 5.2. Business environment indicator scores by economy (EU average=100), 2023-2024
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Notes: Scores are rounded to the nearest whole number. “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary,

Romania and Slovenia. For more information on score calculation and the overall methodological approach, please consult the Methodology section.
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BE.01. Domestic credit to the private sector

Domestic credit to the private sector captures the ease and affordability of access to bank financing, a key determinant of
businesses' capacity to invest, innovate and expand.

At 44.8% of GDP in 2023-2024, the region stands slightly above the EU neighbours’ average of 38.9%, while remaining
largely below the EU average of 64.4% (Figure 5.3). Despite a contraction of domestic credit to the private sector in four
of the six Western Balkan economies, the regional average remained broadly stable at 45.7% in 2014-2016, driven by
strong growth in Kosovo. Meanwhile, the EU average fell by 20 percentage points over the same period, from 84.8% of
GDP, narrowing the gap between the EU and the Western Balkan economies.

The OECD SME Policy Index 2026 highlights that businesses’ access to bank finance remains constrained by obstacles such
as gaps in asset registration,® challenges in collateral enforcement coupled with corporate governance deficiencies that
lead to stringent collateral requirements,? and the uneven availability or often limited scale of public instruments, such as
guarantee funds, which constrains their capacity to ease businesses' access to credit (OECD, 2026(y).3

Kosovo leads the region with domestic credit at 58.1% of GDP in 2023-2024, while Albania and Serbia remain below half
of the EU average, at around 32% of GDP.

Figure 5.3. Domestic credit to the private sector in the Western Balkan economies and the EU, 2014-
2024
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Note: Data are unavailable for Germany (2024).

Source: (World Bank, 20262).
StatLink =P https://stat.link/rne7jl
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BE.02. Bank non-performing loans
NPLs can undermine credit availability by threatening banks' financial stability, limiting businesses' access to finance and
constraining private investment.

At 3.4% of total outstanding loans in 2023-2024, NPLs in the region match the EU neighbours' average of 3.2% and remain
slightly above the EU average of 2.3% (Figure 5.4). Over the last decade, the region and the EU have both significantly
reduced their NPL ratios, from 13.6% and 9.4% in 2014-2016, respectively, maintaining the region’s relative performance
at around 70% of the EU average (Figure 5.2). This reflects continuous progress in banking supervision and dedicated NPL-
reduction plans, alongside conservative lending practices that have also weighed on credit growth in the region.*

Kosovo is the only economy with an NPL ratio broadly in line with the EU average, at 2.3% in 2023-2024. By contrast,
Montenegro recorded the highest NPL ratio in the region, at 4.9%, more than double the EU average.

Figure 5.4. Bank non-performing loans in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Germany (2014, 2015), Denmark (2014) and Sweden (2014, 2015).
Sources: (International Monetary Fund, 20263)). Data for Serbia from (National Bank of Serbia, 2026). Data are imputed for Germany (2016, 2019). For
further details, please refer to the Technical Annex, published separately from this report.

StatLink =™ https://stat.link/g7zwbf
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BE.03. Private Investment

Private investment is a major driver of economic growth, as it fosters innovation and the accumulation of physical capital,
thereby boosting productivity and expanding the production of goods and services.

At 18.8% of GDP in 2023-2024, private investment in the region slightly exceeds the EU average of 17.8% (Figure 5.5). This
represents a modest improvement from 16.8% of GDP in 2014-2016. However, as middle-income economies converging
toward higher income levels are typically expected to exhibit higher investment rates, the region will likely need stronger
private investment to sustain faster economic growth. As highlighted in the OECD SME Policy Index 2026’s “Creating an
enabling environment for SME and entrepreneurs” section, persistent barriers, including limited access to finance,® an
underdeveloped innovation ecosystem and market distortions arising from the large economic footprint of state-owned
enterprises and the relatively large informal sector, continue to constrain private investment (OECD, 2026y1)).

Kosovo is the only regional economy to exceed the EU average, with private investment at 24.4% of GDP in 2023-2024,
while Montenegro records the lowest level at 15.2%.

Figure 5.5. Private investment in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Bulgaria (2024), Bosnia and Herzegovina (2024), Montenegro (2024) and Serbia (2024).
Sources: OECD calculations based on (Eurostat, 2026s)). Data for Kosovo, North Macedonia, Croatia, Poland and Romania from (World Bank, 2026¢)). Data for
Albania were sent by INSTAT to the OECD. Data are imputed for Bosnia and Herzegovina (all years), Montenegro (all years) and Bulgaria (2023). For further
details, please refer to the Technical Annex, published separately from this report.

StatlLink i https://stat.link/rmiao7
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BE.04. Foreign direct investment in tradable sectors

By channelling capital and technology transfer into export-oriented and high-value-added industries, FDI in tradable
sectors® supports productivity gains and long-term economic growth.

FDI inflows into tradable sectors rose from 1.0% of GDP in 2014-2016 to 1.6% in 2023-2024 in the region, in contrast to the
EU, where they fell from 1.6% of GDP to 0.4% over the same period (Figure 5.6), making this indicator the cluster’s best-
performing area. It could also be noted that FDI in tradable sectors grew faster than in non-tradable sectors over the last
decade, increasing its share of the region's total net inflows from 17% in 2014-2016 to 26% in 2023-2024. Despite
weaknesses in the level playing field weighing on the region’s investment climate, several factors have supported the
region’s attractiveness to foreign investors, including relatively competitive production costs and increasing participation
in European value chains amid accelerated EU integration. The region also maintains a very open regulatory framework
for foreign investment,” offers generous investor incentives® and a large network of special economic zones®,
complemented by investment promotion agencies that facilitate market entry and provide aftercare services to
investors.°

Overall, Serbia is the regional leader with net inflows reaching 2.6% of GDP in 2023-2024, while Kosovo ranks last at 0.4%.
Figure 5.6. FDI in tradable sectors in the Western Balkan economies and the EU, 2014-2024
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Notes: Data are unavailable for Bulgaria (2014, 2015), Cyprus (2014, 2015, 2024), Czechia (2014, 2016, 2024), Germany (2016, 2024), Denmark (2023), Spain
(2024), Croatia (2014, 2015, 2024), Malta (2014, 2015, 2024), the Netherlands (2015, 2016), Romania (2014, 2015, 2024), Slovakia (2014, 2015, 2024), Albania
(2014, 2015), Bosnia and Herzegovina (2014, 2015), Kosovo (2014, 2015), Montenegro (2014, 2015), North Macedonia (2014, 2015) and Serbia (2014, 2015).
Sources: OECD calculations. Data for Albania, Bosnia and Herzegovina, Kosovo, North Macedonia and Serbia from (CEFTA, 2026y7). Data for Bulgaria, Croatia,
Cyprus, Romania and Slovakia from (Eurostat, 2026g)). Data for the remaining economies from (OECD, 2026(9). Data are imputed for Montenegro (all years),
Belgium (2023, 2024), Cyprus (2016, 2023), Czechia (2015), Ireland (2014, 2015, 2023, 2024), Malta (2023), Portugal (all years) and Romania (2016, 2023). For
further details, please refer to the Technical Annex, published separately from this report.

StatLink Si=P https://stat.link/sgaq5|
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BE.05. Control of corruption

By raising operating costs and distorting competition, corruption discourages businesses from investing and expanding.

The Western Balkan economies' performance on the World Bank's Control of Corruption indicator, which assesses
perceptions of corruption and the effectiveness of anti-corruption policies, has stagnated over the last decade, at -0.35
between 2014-2016 and 2023-2024 (Figure 5.7). This performance is well below the EU average, which increased from
0.95in 2014-2016 to 1.0 in 2023-2024, making control of corruption the cluster's second lowest-performing indicator. This
widening gap reflects persistent weaknesses in the effectiveness of anti-corruption institutions,** as well as limited
enforcement of anti-corruption legislation and shortcomings in implementing strategic anti-corruption frameworks.*2

Overall, Montenegro leads the region with a score of -0.06, while Bosnia and Herzegovina and Serbia lag behind with scores
slightly below -0.5—both having seen their performance decline over the last decade.

Figure 5.7. Control of corruption in the Western Balkan economies and the EU, 2014-2024
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StatLink Si=mM™ https://stat.link/mkpil3
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BE.06. Estimated informal employment
In reducing government revenue and limiting firms' access to capital, training and technology, informality constrains both
public investment and business productivity.

The estimated share of informal employment has declined across all Western Balkan economies, with the regional average
decreasing from 27.3% of the employed population in 2014-2016 to 18% in 2023-2024 (Figure 5.8). This decline has
occurred at a pace similar to that of the EU, from 3.9% to 2.6% over the same period, leaving the region's average still
around six times higher, and making estimated informal employment the cluster's lowest-performing indicator. The
remaining gap with the EU mainly reflects the region's low labour productivity,** compounded by high non-wage labour
costs'* and gaps in the social security system, all of which reduce incentives for formal employment.

North Macedonia records the lowest estimated informal employment rate in the region, at 11.5% of the employed
population in 2023-2024, while Albania and Kosovo exhibit rates about ten times the EU average (at around 26%).
Figure 5.8. Estimated informal employment in the Western Balkan economies and the EU, 2014-2024
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Notes: Data are unavailable for Germany (2014, 2015, 2024), Denmark (2022, 2024), Croatia (2024), Malta (2024), Romania (2014, 2015), Kosovo (2014, 2015,
2024) and Montenegro (2014, 2015, 2024).

Sources: (International Labour Organisation, 2026y11)). Data for Albania from (INSTAT, 202612). Data for Kosovo (2017) from (Government of Kosovo, 202413)).
Data for Montenegro (2014) from (UNDP, 201614)). Data for North Macedonia from (MAKSTAT, 2026y15)). Data for Serbia from (SORS, 2026:6)). Data are
imputed for Kosovo (2016, 203), Montenegro (2023), Denmark (2023), Germany (2016, 2023), Hungary (2023), Malta (2023), and Romania (2016). For further
details, please refer to the Technical Annex, published separately from this report.

StatLink =™ https://stat.link/52j1ct
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BE.07. Trade flows

Trade flows capture an economy's integration into regional and global markets, which supports economic growth by
expanding market access, encouraging specialisation and driving innovation.

Trade flows in the region stood at USD*® 24 731 per capita in 2023-2024, equivalent to 28.5% of the EU average (USD 86
895) and 51.6% of the EU neighbours' average (USD 47 916) (Figure 5.9). Some convergence has taken place over the last
decade: the region's trade flows rose from 22.3% to 28.5% of the EU average between 2014-2016 and 2023-2024. This
modest convergence has been supported by trade facilitation efforts since the adoption of the Central European Free
Trade Agreement (CEFTA) in 2006, which have focused on harmonising trade policies and regulations with EU standards
and improving intra-regional infrastructure, with marked progress achieved since 2022,'® as well as by domestic
investment promotion agencies supporting SME internationalisation.!” Non-tariff barriers persist, however, alongside
limited co-operation between trade authorities on data exchange, the absence of a fully paperless trade environment.'®
Together with the region's low industrial base, these factors remain a major constraint on export potential.*®

North Macedonia records the highest trade flows in the region, at USD 33 830 per capita, or 38.9% of the EU average, while
Albania and Kosovo record the lowest performance, at around USD 17 000 per capita.

Figure 5.9. Trade flows in the Western Balkan economies and the EU, 2014-2024
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BE.08. New business creation density

New business creation density captures an economy's capacity to renew its productive base, thereby supporting economic
growth by reallocating resources towards more productive activities, intensifying competition and driving innovation.

On average, 6.5 new limited-liability companies (LLCs) per 1 000 working-age persons were registered in the region in
2023-2024. However, when excluding Montenegro (which recorded 20.0 new LLCs per 1 000 working-age persons in this
period),? this figure falls to 3.8, which is substantially below the EU average of 6.6 (Figure 5.10).

The region's relatively low rate of business creation reflects a combination of structural and regulatory barriers. As
highlighted in the OECD SME Policy Index 2026’s “Creating an enabling environment for SME and entrepreneurs”, these
include limited access to finance, an underdeveloped innovation and entrepreneurial ecosystem, high levels of informality,
alongside administrative burdens associated with business entry and operation, including licensing, permitting and
registration requirements (OECD, 2026(1).%

Alongside Montenegro, Kosovo is the only other regional economy to exceed the EU average, with 7.6 new LLCs per 1 000
working-age persons. Conversely, entrepreneurial activity remains low in Albania, Bosnia and Herzegovina, and Serbia, at
around 2.0 new LLCs per 1 000 working-age persons.

Figure 5.10. New business creation density in the Western Balkan economies and the EU, 2014-2024

Newly registered LLCs
per 1000 working age persons

25
20
1=

10

ALB BIH KOS MKD MNE SRB
2014-2016 2023-2024 s====- EU average (2023-2024) +===~=- EU neighbours average (2023-2024)

Note: Data are unavailable for Austria (2024), Belgium (2024), and the Netherlands (2014, 2015, 2024).
Source: (World Bank, 202619)). Data are imputed for the Netherlands (2023). For further details, please refer to the Technical Annex, published separately
from this report.

StatlLink i https://stat.link/Opk6co
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Notes

! Asset registration systems across the region remain incomplete in practice, constraining their effectiveness in supporting
the use of various assets as collateral. Notably, while registries for movable and intangible assets are broadly in place, gaps
persist. For instance, fewer than half of movable assets are documented in Bosnia and Herzegovina, while documentation
for livestock and agricultural equipment remains incomplete in Albania (OECD, 2026y1)).

2 Collateral enforcement and insolvency frameworks present difficulties across the region, ranging from the absence of
out-of-court restructuring options to structural constraints on banks' influence over the restructuring process. For more
information, see (OECD, 2026(39); 2026(40}; 2026141]; 2026(42); 2026(43]; 2026(44)).

3 Only half of the Western Balkan economies (Bosnia and Herzegovina, Kosovo, North Macedonia) have so far established
public credit guarantee schemes, and the existing ones tend to operate at a limited scale, leaving public risk-sharing
mechanisms insufficient to meaningfully influence commercial banks' incentives. For more information, see (OECD,
2026(1)).

4 Collateral requirements are generally higher across the Western Balkan economies than in the EU. For instance, in Serbia,
43.2% of SMEs were required to provide collateral for a new loan in 2024, compared to 31% in Finland, 19% in Spain, 9.9%
in Greece and 6.4% in France (OECD, 202612q)).

> Over 2023-2025, the share of firms reporting they were partially or fully credit-constrained was 9.5% in Bosnia and
Herzegovina, 12.6% in Albania, 14.0% in North Macedonia, 18.4% in Montenegro and 25.2% in Serbia (World Bank,
2026(21)). The estimated financing gap for the region’s businesses amounts to 2.5% of GDP (Akbas, Betz and Gattini,
2023221).

® FDI in tradable sectors is introduced for the first time in the 2026 edition of the Scoreboard. Tradable sectors include
mining and quarrying, manufacturing, transport and storage, and information and communication (United Nations,
200837)). Following insufficient data availability, agriculture has not been included. For more details, see the Methodology
chapter.

7 The OECD FDI Regulatory Restrictiveness Index covers statutory measures discriminating against foreign investors,
including foreign equity limits, screening and approval requirements, restrictions on key foreign personnel and other
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restrictions. The region's average score stood at 0.04 in 2024, 20% lower than the OECD average of 0.05. The region obtains
an average score of 0 on both restrictions on key foreign personnel and screening and approval (OECD, 20244¢)).

8 Available data indicates that the effective average corporate income tax rate reached 22.2% in the OECD in 2025,
compared with much lower rates across the Western Balkan economies, including 14.7% in Albania, 9.2% in Bosnia and
Herzegovina and 9.3% in North Macedonia (OECD, 2026(31)). For more details on the tax breaks, see (OECD, 202447).

° The region's network of special economic zones, numbering approximately 40, offers incentives that may include value-
added tax and customs exemptions, efficient transport links, reliable utilities and facilities for industrial production,
depending on the economy and applicable domestic legislation. For more details on the special economic zones, see (OECD,
202447)).

10 For more details on the investment promotion activities carried out by domestic investment promotion agencies, please
refer to (OECD, 202447)).

11 Anti-corruption bodies across the region face staffing and budgetary constraints that limit their effectiveness. Notably,
while dedicated agencies have been established in most economies, resourcing gaps persist. For instance, Albania's
General Directorate on Anti-Corruption relies on around 30 staff to co-ordinate preventive work across some 20
institutions, while Montenegro's Agency for the Prevention of Corruption has filled only 54 of its 98 allocated posts and
operates below the legal minimum budget. For more details, see (European Commission, 202523); 202524; 202525];
2025(261; 2025(28); 20251271).

12 At the time of writing, Kosovo is the only economy without an adopted anti-corruption strategic framework, and beyond
adoption, implementation and monitoring suffer from gaps across the region. Albania's anti-corruption bodies lack the
planning and co-ordination capacities to monitor and report on implementation, while in Bosnia and Herzegovina only the
Sarajevo Canton has aligned and monitored its strategy with the state-level agency. Montenegro's National Council for the
Fight Against Corruption is tasked with oversight, but its working structure, mandate and resourcing remain undefined,
North Macedonia fully implemented only 18% of its planned 2024 activities, and Serbia's 2024-2025 action plan lacks an
effective monitoring mechanism (European Commission, 2025(23); 2025241; 2025251; 2025(26); 202512¢]; 2025(27)).

13 For more details, see the indicator SK.01 on labour productivity.

14 The high cost of formalising labour is another barrier to reducing informality in the region. The share of social security
contributions (SSC) relative to gross income exceeds 20% in the region, with the highest rates observed in Serbia and Bosnia
and Herzegovina (OECD, 2024(7). The region's tax-benefit systems further discourage formalisation through two
additional mechanisms: the loss of social benefits, such as poverty alleviation schemes, child allowances and energy
allowances, upon formalisation, and minimum SSC bases that require contributions on at least a specified gross wage
irrespective of actual earnings, imposing disproportionately high costs on very low formal incomes (World Bank, 2025/29)).

15 Unless otherwise stated, USD refers to 2021 USD PPP throughout the chapter.

16 Between 2022 and 2024, Serbia, Montenegro, Bosnia and Herzegovina and North Macedonia were among the ten
economies that achieved the most progress in trade facilitation in the Europe and Central Asia region, according to the
OECD's Trade Facilitation Indicators (OECD, 2025(4s)).

7 For more details on policies related to the internationalisation of SMEs, please refer to (OECD, 20261)).
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18 Non-tariff barriers in the Western Balkan economies mainly stem from technical barriers to trade and sanitary and
phytosanitary measures, which arise from misaligned regulatory frameworks across the six economies. Initiatives such as
the Green Lanes, which prioritise the clearance of designated goods at selected border crossings, have delivered localised
improvements, including at the Serbia-North Macedonia crossing, but their regional roll-out remains partial (Steinbach,
Vujanovic and Fiore, 202530)).

% The exports of goods in the region stood at 22% of GDP in 2024, which is far below the EU’s average level of 33.7%
(Eurostat, 2026(4s)). Apart from North Macedonia, which outperforms the EU average (41.2%), exports of goods remain
low across the region. This is especially evident in Albania (6.7%), Montenegro (8.6%) and Kosovo (9.2%), where exports
of services play a much more significant role in total trade.

20 Montenegro’s Law on Foreigners allows foreign nationals to obtain a temporary residence permit by registering as the
founder and executive director of a locally incorporated company. Montenegro's Revenue and Customs Administration
indicate that 5 846 companies were registered to Russian owners between February 2022 and July 2023, compared with
4 600 registered by 2021; 64% of these newly registered companies reported no more than one employee, a pattern
consistent with company registration being used to obtain a residence permit rather than to conduct substantial business
activity (Balkan Insight, 202332)). This migration inflow is identified by the IMF as a contributing factor to Montenegro's
economic growth, mainly through increased household consumption (IMF, 20243g))

21 See also (World Bank, 202534); 202533); 202535); 2025361) for more details on the barriers to business creation.
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g Digital transformation cluster

Digital transformation is reshaping economies, unlocking new pathways for growth,
innovation and competitiveness. This cluster assesses the Western Balkan economies’
progress toward EU levels across key aspects of digital transformation. It examines digital
adoption by individuals, covering digital skills, internet use and online engagement, before
turning to business digitalisation through website adoption and the use of Al technologies.
The chapter concludes by assessing the extent to which digital transformation supports
the development of competitive digital industries through ICT services exports and the
development of secure digital infrastructure.
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Key findings

With a score of 49 in 2023-2024, the Western Balkan economies achieved less than half of the EU’s average
performance on digital transformation. The cluster is nonetheless converging quickly: the regional average has
increased by 11 points since 2020-2022, mainly driven by substantial progress in Albania and Bosnia and Herzegovina.
Serbia leads the region, with a score above the EU neighbours' average, while Bosnia and Herzegovina ranks last, despite
its recent progress (Figure 6.1).

Figure 6.1. Digital transformation cluster scores by economy (EU average=100), 2023-2024

Economy Scoreboard 2026 score Change since

(2023-2024) 2014-2016

Serbia 64 +10

EU neighbours average 61 +2
2 Montenegro 55 +8

3 North Macedonia 51 +4
WB6 average 49 +11
4 Kosovo 49 +4

5 Albania 40 +25

_ Bosnia and Herzegovina 34 +13

Notes: “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia. For more information on score
calculation and the overall methodological approach, please consult the Methodology section.

Digital connectivity is the region's highest-scoring area, with individuals’ internet use broadly matching the EU average
(Figure 6.2). However, this connectivity has not yet fully translated into digital engagement. Internet use for online
purchases and for interacting with public authorities remains at roughly half the EU average, held back by the limited
availability of digital public services and low awareness of existing services. Security concerns also contribute to low
engagement across the region, as the cybersecurity infrastructure remains weak, with secure internet servers
accounting for only 6% of EU levels. Limited digital skills prevent the region from fully benefiting from digital
transformation: the share of the population reporting low digital skills is about 20 percentage points above the EU
average.

Businesses are increasingly adopting digital tools, yet progress remains largely limited to basic solutions. Many leverage
digital tools to strengthen their market presence, with website use reaching 89% of the EU average. The adoption of
more advanced technologies has been slower, with Al use at 64% of the EU average, partly reflecting underdeveloped
governance frameworks and policy instruments.

The information and communication technologies (ICT) sector has meanwhile become a driver of growth across the
region, with ICT services exports relative to GDP reaching 56% of the EU level, and the regional average exceeding that
of EU neighbouring economies. Several factors underpin this trajectory: targeted policies to attract investment,
expanded infrastructure for start-ups and a young, digitally skilled workforce that has attracted outsourcing by foreign
firms.
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Figure 6.2. Digital transformation indicator scores by economy (EU average=100), 2023-2024
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DG.01. Population with digital skills

High levels of digital skills across the population can maximise the benefits of digital transformation for economic growth
by increasing labour productivity.

Overall, most Western Balkan economies exhibit low proficiency levels, with only 35.8% of the population possessing at
least basic or above basic digital skills in 2023-2024, compared to 57.6% in the EU. Moreover, convergence has been slow,
with the regional average increasing by only 0.9 percentage points since 2020-2022 (Figure 6.3). One notable barrier to
this shortfall is the limited support for digital inclusion among disadvantaged groups, especially among older individuals.
While digital skills decline with age across both the EU and the Western Balkan economies, the decline is far steeper in the
latter: in 2023, 61% of those aged 16-24 had at least basic digital skills against 17% of 55- 64-year-olds, compared with 74%
and 44% respectively in the EU (Eurostat, 2026(1)). Insufficient access to digital education and training, particularly among
adult workers seeking to reskill or upskill, contributes to these disparities across Western Balkan economies.!

Montenegro stands out as the regional leader with a share of 52%, exceeding the EU neighbours’ average (46.7%), while
Albania records the lowest share at 23.3%.

Figure 6.3. Population with digital skills in the Western Balkan economies and the EU, 2020-2024
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Note: 2020-2022 refers to data collected in 2021; 2023-2024 to data collected in 2023.
Sources: (Eurostat, 2026y1). Data for Kosovo (2021, 2023) and North Macedonia (2023) from (RCC, 20262).

StatLink si=rM™ https://stat.link/o0s8ci
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DG.02. Internet use by individuals

Widespread internet use provides the foundation for individuals to participate in the digital economy by accessing
information, acquiring digital skills and engaging in online activities, thereby strengthening productivity and economic
growth.

Internet use by individuals is the digital transformation cluster’s strongest-performing indicator, with 88.9% of the
population using the internet in 2023-2024, compared to 92.2% in the EU and 87.3% in neighbouring EU economies. The
regional average has increased by 6.3 percentage points compared to 2020-2022, with progress observed across all
Western Balkan economies (Figure 6.4). Sustained improvements in digital infrastructure, notably in mobile network
coverage and broadband connectivity (see the Infrastructure and Connectivity chapter for more details), have boosted
internet use, while narrowing the urban-rural gap.?

Overall, Kosovo leads the region with a share of 98%, while Albania ranks last at 84.7%.
Figure 6.4. Internet use by individuals in the Western Balkan economies and the EU, 2020-2024

% of 16-74 years-olds
100

% SCCICLIDOOEEEa e OO L L EEL
80

70
60
50
40
30
20
10
0

ALB BIH KOS MKD MNE SRB
2020-2022 2023-2024 s====- EU average (2023-2024) ------ EU neighbours average (2023-2024)

Note: Data are unavailable for Bosnia and Herzegovina (2022), Kosovo (2021, 2022, 2023) and North Macedonia (2022, 2023).

Source: (Eurostat, 20263)).
StatLink Su=rm https://stat.link/iuzovt
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DG.03. Internet use for interacting with public authorities

The share of the population using the internet to interact with public authorities provides an indication of the accessibility
and uptake of digital public services, helping to reduce administrative burdens and foster an enabling environment for
entrepreneurship and investment.

In 2023-2024, the regional average stood at 34.8% (Figure 6.5), up from 8.4 percentage points since 2020-2022, but still
remains around half the EU average (63%), indicating that widespread internet use across the region has not yet been
matched by comparable uptake of digital public services. While the supply of digital public services has expanded across
the Western Balkan economies, differences in the availability of fully transactional services® coupled with limited public
awareness* limit the uptake of digital public services in the region.

Overall, following marked gains since 2020-2022, Albania is the regional leader with a share of 58.4%, broadly in line with
the EU average, while Bosnia and Herzegovina ranks last at 22.2%.

Figure 6.5. Use of digital public services in the Western Balkan economies and the EU, 2020-2024
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Note: Data are unavailable for Bosnia and Herzegovina (2022), Kosovo (2021, 2022) and North Macedonia (2022)
Sources: (Eurostat, 20264)). Data for Kosovo (2023) and North Macedonia (2023) sent by KAS and MAKSTAT to the OECD.

StatlLink Su=r https://stat.link/Or5obf
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DG.04. Internet use for purchases
The share of the population using the internet to make purchases reflects how actively consumers adopt online channels
to access goods and services, which widens market access and fosters digital commerce.

In 2023-2024, the regional average reached 47.2% of the population, representing two-thirds of the EU average (70.9%)
(Figure 6.6). Rising from 51.2% of the EU average in 2020-2022, this is the cluster’s fastest-converging indicator, with
improvements observed across all the region’s economies. Nevertheless, concerns over the security of online transactions
continue to limit online transactions, reflecting also remaining gaps in data protection and consumer rights frameworks.>
The still-limited diffusion of debit and credit cards in some economies further constrains the expansion of e-commerce.®

Kosovo, North Macedonia and Serbia lead the region with around 60% of the population using the Internet to make

purchases, matching EU neighbours’ performance, while Montenegro lags behind at 31.7%.

Figure 6.6. Internet use for purchases in the Western Balkan economies and the EU, 2020-2024
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Note: Data are unavailable for Bosnia and Herzegovina (2022), Kosovo (2021, 2022) and North Macedonia (2022, 2023).

Sources: (Eurostat, 2026ys)). Data for Kosovo (2023) sent by KAS to the OECD.
StatLink Si=m™ https://stat.link/Om3oiz
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DG.05. Businesses with a website

The share of businesses with a website reflects how actively businesses leverage the digital economy to expand their
market reach.

In 2023-2024, an average of 67.6% of Western Balkan businesses operated a website (Figure 6.7), compared with 76.1% in
the EU. This share has risen by 4.9 percentage points since 2020-2022, raising the regional average from 84% to 88.9% of
the EU average. The increase was driven by higher adoption among small enterprises, where website use rose from 60%
in 2020-2022 to 76% in 2023-2024.7 A recent OECD survey found that the remaining convergence gap in part reflects lower
digital engagement among potential customers and constraints on businesses’ capacity to invest in online presence.®

Overall, Montenegro and Serbia are the regional frontrunners, with 86% and 85% of businesses operating a website,
respectively, both above the EU average, while North Macedonia ranks last at 52.5%.

Figure 6.7. Businesses with a website in the Western Balkan economies and the EU, 2020-2024
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Note: 2020-2022 refers to data collected in 2020 and 2021; 2023-2024 to data collected in 2023.

Sources: (Eurostat, 2026(). Data for Albania (2020, 2022, 2023, 2024) from (INSTAT, 20267). Data for Kosovo (2020, 2021) from (KAS, 2022(g)) and (2023,
2024) from (KAS, 20269)) for Kosovo. Data for North Macedonia (2023) from (MAKSTAT, 20241q)). Data for Montenegro (2021-2024) from (MONSTAT, 2025(11)).
Data for Serbia (2022, 2024) from (SORS, 202612).

StatLink Si=r https://stat.link/1wpt46
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DG.06. Businesses using Al technologies

The use of Al technologies provides an indication of the extent to which businesses integrate emerging technologies into
their operations, with implications for productivity growth, innovation and competitiveness.

In 2023-2024, the share of businesses having adopted Al technologies reached 7.2% in the region, or 64.1% of the EU
average (11.3%) (Figure 6.8), representing a 2.9 percentage-point increase compared to 2020-2022. Al adoption across the
region has been constrained by limited digital maturity among firms, as businesses that have adopted a wider range of
digital technologies are considerably more likely to implement Al, according to a recent OECD survey.® Still evolving
governance frameworks for AI'® and limited awareness of Al’s potential applications have also slowed adoption, even
though support for business Al uptake through financial incentives has been emerging across the region.!!

Overall, Albania leads the region, with 10.6% of businesses using Al technologies, corresponding to 94.5% of the EU
average, while Serbia ranks last at 4.4% in 2023-2024.
Figure 6.8. Businesses using Al technologies in the Western Balkan economies and the EU, 2020-2024
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Notes: 2020-2022 refers to data collected in 2021; 2023-2024 to data collected in 2023. Data are unavailable for North Macedonia (2024).
Sources: (Eurostat, 202613)). Data for Albania (2023), Kosovo (2021, 2023) and North Macedonia (2021, 2023) from (RCC, 2026y14). Data for Kosovo (2024)
sent by KAS to the OECD.

StatLink Si=r https://stat.link/6cai04
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DG.07. ICT services export

ICT services exports capture the extent to which economies can generate economic value from digital activities and
compete in the global digital economy.

At 2.9% of GDP in 2023-2024 (Figure 6.9), the region's ICT services exports reached 56.1% of the EU average (5.1% of GDP),
up from 41.9% of EU levels in 2020-2022. This fast expansion has been supported by targeted incentives to attract
investment in ICT and by the growth of innovation infrastructure, including technology parks, innovation hubs and start-
up facilities, which has strengthened the ecosystem for the ICT sector.*? A relatively deep pool of young and digitally skilled
workers has reinforced this momentum.*3

Serbia leads the region, with ICT services exports at 4.8% of GDP, matching the EU average, while Albania records the
lowest share at 0.9% of GDP.

Figure 6.9. ICT services exports in the Western Balkan economies and the EU, 2020-2024
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Sources: OECD calculations based on (World Bank, 202615)) and (World Bank, 2026y16)).
StatlLink Su=r™ https://stat.link/284bnj
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DG.08. Secure internet servers

Secure internet servers measure the availability of servers that use encryption to enable secure online transactions and
digital services, indicating an economy’s readiness to address cybersecurity risks.

In 2023-2024, the regional average number of secure internet servers stood at just 5.8% of the EU level, with 4 914 servers
per million inhabitants, compared with 84 617 in the EU (Figure 6.10), making it the weakest-performing indicator of the
digital transformation cluster. This gap reflects the still-limited scale of secure hosting and data-processing capacity in the
region, owing to low domestic demand for advanced hosting services and limited development of domestic hosting and
cloud infrastructure.*

Serbia leads the region, yet still reaches only 15% of the EU average; the other Western Balkan economies remain at
marginal levels.

Figure 6.10. Secure internet servers in the Western Balkan economies and the EU, 2020-2024
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Sources: (World Bank, 202617]). Data for Kosovo has been sent by the government of Kosovo to the OECD. Data are imputed for Kosovo (2022). For further
details, please refer to the Technical Annex, published separately from this report.

StatLink Su=r https://stat.link/fhwOvd
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Notes

1 An average of 22% of enterprises provide ICT training to their employees in the region. Montenegro (29%) and Serbia
(26.8%) are the regional leaders, followed by Bosnia and Herzegovina (18.1%), North Macedonia (16.4%) and Kosovo
(13.6%). The figures refer to 2024 for Bosnia and Herzegovina, Montenegro, and Serbia, and to 2025 for Albania, Kosovo,
and North Macedonia (RCC, 20252s)).

2 The urban-rural gap in internet use narrowed sharply between 2018 and 2024 in Bosnia and Herzegovina (10 to 0.2
percentage points), Montenegro (15.4 to 9.4 percentage points) and in Serbia (21.6 to 7.2 percentage points). In Kosovo
and North Macedonia, the urban-rural gap was already relatively smallin 2019, at 3 and 2.3 percentage points respectively.
(International Telecommunication Union, 20261g); ICEDA, 2020(221; MONSTAT, 2026124)).

3 Transactional services, which enable citizens and enterprises to submit applications, pay taxes, renew licenses or obtain
official documents remotely without visiting a government office, remain scarce in most economies, with North Macedonia
providing 24% of such services digitally and Montenegro 30% (Maksi¢ and Uzelac, 202421); MAKSTAT, 2026(23)).

4 The Albanian case suggests that expanding the supply of digital public services may not be enough to lift uptake. Before
2024, e-Albania platform already offered over 1200 fully transactional online services, yet uptake remained comparatively
low. The sharp rise in internet use for interacting with public authorities observed in 2024 coincided with complementary
measures to improve accessibility, simplify user journeys and raise awareness (Government of Albania, 202620)).
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> Around 26% of citizens across the Western Balkan economies continue to identify the security of online payments as one
of their main concerns related to the growing use of digital technologies (RCC, 202527)).

® The cash-dominant nature of the region, which stems from various factors, including the prevalent informal economy,
security concerns, or inaccessibility and lack of inclusivity of digital options, can make online purchases less accessible and
practical for many consumers (World Bank, 2020i19)).

7 The breakdown of businesses with a website by size is calculated based on Albania, Bosnia and Herzegovina, North
Macedonia, Montenegro and Serbia for 2020-2022 and 2023-2024. No data available for Kosovo (Eurostat, 2026¢s).

8 Among enterprises in the region, software and service fees (39%) and equipment costs (36%) are the two most frequently
cited barriers to investing in digital tools. At the same time, financial returns remain uncertain as more than half of small
and medium enterprises selling online generate less than 10% of their revenue through e-commerce (OECD, 202626)).

% Al adoption increases sharply with firms’ digital maturity, rising from 29% among firms using only one digital tool to 80%
among those using six or more. At the same time, adoption remains concentrated in accessible generative Al tools, while
more advanced Al applications requiring greater technical capacity remain uncommon (OECD, 202626)).

10 Al strategies or related frameworks already exist or are under preparation in Albanian, Montenegro, North Macedonia
and Serbia. By contrast, Bosnia and Herzegovina and Kosovo still lack dedicated Al policy frameworks (OECD, 20262s)).

11 All Western Balkan economies provide financial support for Al adoption through grants; innovation funds or dedicated
support programmes, alongside non-financial assistance, such as mentoring, to help small businesses adopt and advance
Al technologies. Serbia has gone further, establishing its Research and Development Institute for Artificial Intelligence,
which fosters public-private collaboration, supports Al start-ups and raises awareness of Al's applications (OECD, 20262s)).

12 Recent OECD work documents the expansion of innovation infrastructure across the Western Balkan economies,
including technology transfer offices, science and technology parks, digital innovation hubs and businesses incubators
(OECD, 2026125)).

3 The region’s skilled youth with strong English proficiency and competitive wages have made it an attractive destination
for foreign companies to outsource and relocate ICT services. The outsourcing of European companies has led to the
emergence of early-stage ICT “clusters” in economies such as Serbia (Vojvodina) and Albania (Tirana) (Kacani and Shagqiri,
202429)).

14 The limited number of secure internet servers is consistent with the region’s shortage of edge nodes, or local
infrastructure points used to deliver and process digital services closer to users. In 2025, the Western Balkan economies
recorded only 23 edge nodes compared with 2 257 in the EU, suggesting that a significant share of digital services used in
the region relies on infrastructure located abroad. (RCC, 2025g)).
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Z Greening cluster

Advancing the green transition is essential for reconciling robust economic growth with
domestic and global sustainability objectives. This chapter explores the extent to which
greening policies and initiatives in the Western Balkan economies have translated into
convergence with the EU. It examines efforts to accelerate decarbonisation, highlighting
achievements and ongoing challenges in reducing carbon emissions and expanding
renewable energy capacity, along with their implications for air quality and public health.
It also assesses progress in enhancing the use of energy, water and municipal waste, to

foster the more sustainable use, consumption and production of these resources across
the region.
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Key findings

With a regional average of 39 in 2023-2024, Greening ranks as the second-lowest cluster among the six, at half the level
recorded by EU neighbouring economies (78). The cluster is also the only one diverging from the EU average, with the
regional average down by 15 points since 2014-2016. Albania leads the region, slightly exceeding the EU neighbours'
score, while Kosovo records the lowest score (Figure 7.1).

Figure 7.1. Greening cluster scores by economy (EU average=100), 2023-2024

Economy Scoreboard 2026 score Change since

(2023-2024) 2014-2016

Albania 81 -1

EU neighbours average 78 -2
2 Montenegro 54 -24

3 North Macedonia 43 -12
WB6 average 39 -15
4 Serbia 25 -21

5 Bosnia and Herzegovina 19 -20

_ Kosovo 10 -3

Notes: “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary, Romania and Slovenia. For more information on score
calculation and the overall methodological approach, please consult the Methodology section.

The slow pace of decarbonisation is holding back the region's green transition and weighing on its economic
convergence with the EU (Figure 7.2). The region emits twice as much carbon dioxide (CO2) per unit of economic activity
as the EU average, and despite a fall in absolute terms, the gap with the EU continues to widen due to the region's
continued reliance on coal and lignite for power and heating. Renewable energy is the area closest to convergence:
installed capacity is broadly in line with the EU average, though this position rests largely on legacy hydropower and
has narrowed as the EU has expanded wind and solar power at a faster pace. This same dependence on fossil fuels
carries direct human costs: air pollution-related premature deaths remain more than three times the EU average,
weighing on human capital through lost productivity and higher mortality.

The region also uses energy, materials and water less efficiently than in the EU (Figure 7.2). The Western Balkan
economies extract less economic value from the energy they consume than their EU peers, at 79% of the EU average,
as poorly insulated buildings and networks that suffer significant losses reduce the share of energy supplied that reaches
productive use. Moreover, the region generates nearly twice as much municipal waste per unit of output as the EU:
most of this waste ends up in landfills, at a rate around three times the EU average, reflecting the region’s very limited
capacity to sort, collect and recycle. Finally, the region draws on water for comparatively lower economic value,
reaching only 24% of the EU's water productivity, driven by the region's high reliance on water-intensive thermal power
generation, compounded by ageing and inefficient water infrastructure and extensive irrigated agriculture.
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Figure 7.2. Greening indicator scores by economy (EU average=100), 2023-2024

CO, emissions Renewable Energy
intensity energy productivity
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capacities
(GR.02)
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Notes: Scores are rounded to the nearest whole number. “EU neighbours average” is the average cluster score of Bulgaria, Croatia, Greece, Hungary,
Romania and Slovenia. For more information on score calculation and the overall methodological approach, please consult the Methodology section
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GR.01. CO2 emissions intensity

CO: emissions intensity captures the volume of carbon emissions generated per unit of economic output, and thus the
degree to which economic growth is decoupled from CO; emissions.

With a regional average of 0.22 kg of CO> per USD of GDP! in 2023-2024, against 0.11 kg in the EU, the Western Balkan
economies remain considerably more carbon-intensive than both the EU and the EU neighbouring economies (Figure 7.3).
Although regional intensity fell by 25% since 2014-2016, the EU's intensity dropped by 35% over the same period, thus
leading to the divergence between the region and the EU. This increasing gap mainly reflects a carbon-heavy power mix,?
a road-dominated transport system? and the limited reach of carbon pricing policies.* Overall, Albania records the lowest
intensity (0.08 kg), the only economy below the EU average, while Bosnia and Herzegovina and Kosovo both emit around
three times the EU average level.

Figure 7.3. CO2 emissions intensity in the Western Balkan economies and the EU, 2014-2024

Kg per unit of GDP (2021 USD PPP)
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Note: Data are unavailable for Montenegro (2024) and Serbia (2024).
Sources: (World Bank, 2025(1)). Data for Kosovo (2014-2022), Montenegro and Serbia were calculated by the OECD based on (IEA, 2026(2) and (World Bank,
2026y3)). Data for Kosovo (2023, 2024) sent by KAS to the OECD.

StatlLink Siu=r™ https://stat.link/9magavn
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GR.02. Renewable energy installed capacities

Installed renewable capacity, measured as the share of renewables® in total installed electricity capacity, indicates the
extent to which the power system contributes to economies’ decarbonisation.

At 55% of installed capacity in 2023-2024 (Figure 7.4), the region is broadly in line with the EU (56%) and the EU
neighbouring economies (58.9%), making this the strongest-performing indicator of the Greening cluster. The region led
decisively in 2014-2016, with 48.4% of installed capacity against the EU's 36.4%, but progress has since been markedly
slower than in the EU, which has closed the gap over the last decade. This slower pace reflects a reliance on legacy
hydropower rather than developing newer wind and solar capacity, which has expanded only modestly across most of the
region.®

Albania leads the region, with renewables accounting for nearly all installed capacity (96.6%) in 2023-2024, owing to its
large hydropower base, while Kosovo ranks lowest (17.8%), reflecting its significant dependence on coal-fired power
generation.

Figure 7.4. Renewable energy installed capacities in the Western Balkan economies and the EU,
2014-2024
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Source: (IRENA, 20254); 2026s)).
StatLink Si=r™ https://stat.link/f934a0
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GR.03. Energy productivity

Energy productivity measures the economic output an economy derives per unit of energy, capturing the degree to which
growth is decoupled from energy use and its associated CO2 emissions.

At USD 14.2 per kilogramme of oil equivalent (kgoe) in 2023-2024, or 79% of the EU level, the region remains less energy-
productive than its EU peers (Figure 7.5). While energy productivity rose across the region by 25.7% since 2014-2016, this
growth has lagged behind that of the EU (31.6%), increasing the convergence gap from 17.5% to 21%. This slight divergence
reflects various factors, including inefficient heating of the building stock’, high losses in electricity transmission and
distribution® and limited alignment with the EU and Energy Community acquis on energy efficiency,® which has slowed the
adoption of efficiency standards among businesses. In fact, a recent OECD survey indicates that only 37.7% of SMEs in the
region have adopted energy efficiency measures (OECD, 2026ig)).

The sectoral composition of an economy also influences energy productivity. The Western Balkan economies' lower energy
productivity partly reflects the smaller share of services in GDP compared with the EU, as services are generally less energy-
intensive than industry and, in most cases, agriculture.°

Overall, Albania leads the region at USD 22.5 per kgoe in 2023-2024, the only regional economy above the EU average,
while Bosnia and Herzegovina ranks lowest at USD 9.2, or around half the EU level.

Figure 7.5. Energy productivity in the Western Balkan economies and the EU, 2014-2024
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per kg of oil equivalent

24
20

16

12

ALB BIH KOS MKD MNE SRB
2014-2016 2023-2024 s====- EU average (2023-2024) +====- EU neighbours average (2023-2024)

Sources: OECD calculations based on (Eurostat, 2026y7)), (World Bank, 2026s)) and (World Bank, 20263;). Energy productivity in EUR in market prices for Kosovo

(2023, 2024) sent by KAS to the OECD.
StatLink Su=r= https://stat.link/iujsrq
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GR.04. Water productivity

Water productivity measures the economic output an economy derives per unit of water abstracted, capturing how
efficiently water resources are managed. As the region faces rising temperatures, frequent droughts and reduced snow
cover, increasing pressure on freshwater resources is likely to become a key constraint on sustainable economic growth.

Standing at USD 55.9 of GDP per cubic metre of abstracted water in 2023-2024, the regional average stands at just 23.6%
of the EU average, making water productivity the weakest-performing indicator in the Greening cluster (Figure 7.6). Over
the last decade, the region’s water productivity rose by 23.6%, compared with 28.2% in the EU, slightly reducing the
region's relative performance from 24.5% to 23.6% of the EU average. This persistent gap reflects the region's high reliance
on water-intensive thermal power generation,’* compounded by ageing and inefficient water infrastructure? and
extensive irrigated agriculture,'® which together raise the volume of freshwater needed to sustain economic activity.

Overall, North Macedonia records the highest water productivity in the region, at USD 94.1 in 2023-2024, or 40% of the
EU average, while Bosnia and Herzegovina ranks lowest at USD 28.6 (12%).

Figure 7.6. Water productivity in the Western Balkan economies and the EU, 2014-2024
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Sources: OECD calculations based on (World Bank, 20263)) and (European Environment Agency, 2025(9)). Data for Kosovo (2024) has been sent by KAS to the
OECD. Data are imputed for Kosovo (2023) and Montenegro (2014, 2015, 2016). For further details, please refer to the Technical Annex, published separately
from this report.

StatLink Si=mM https://stat.link/fy31ik
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GR.05. Municipal waste intensity

Municipal waste intensity captures the quantity of municipal waste generated per unit of economic output, providing an
indication of the degree to which economic growth is decoupled from resource use.

In 2023-2024, the region generated 19 grams (g) of municipal waste per USD 1 000 of GDP, or 1.9 times the EU average
level of 10 g (Figure 7.7). This gap has not changed significantly since 2014-2016, when regional intensity stood at 2.1 times
the EU level (23 g against 10.9 g). This trend is primarily driven by weak waste prevention and treatment policies,* which
limit the region's capacity to curb waste generation as economic activity expands, with municipal waste rising by 15% over
the last decade, compared with 6% in the EU.?> Moreover, persistent gaps in waste data collection and reporting also
undermine the reliability of municipal waste statistics in the region and consequently may understate actual waste levels.

Overall, the six economies record broadly similar levels, ranging from 16.9 g per USD 1000 of GDP in Albania in 2023-2024,
to 20.8 g in Serbia.

Figure 7.7. Municipal waste intensity in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Kosovo (2014, 2016), North Macedonia (2016, 2017, 2024), Serbia (2024), Austria (2024), Bulgaria (2024), Greece (2024), Ireland
(2015, 2024), Italy (2024) and Romania (2024).
Sources: (Eurostat, 2026107) and (World Bank, 2026y3)). Data for Albania (2024) sent by INSTAT to the OECD.

StatLink Su=r= https://stat.link/c6jlop
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GR.06. Municipal waste disposed in landfills

Municipal waste landfilled measures the share of waste sent to disposal rather than recycling or recovery and thus reflects
the quality of municipal waste and resource management. Lower landfill rates support sustainable economic growth by
promoting resource efficiency, creating opportunities in the circular economy, and limiting the environmental and health
costs associated with waste disposal.

In 2023-2024, 84.6% of municipal waste in the Western Balkan economies was sent to landfill, three times the EU average
(28.5%) (Figure 7.8). Landfill rates have remained broadly unchanged in the region since 2014-2016 (85.7%), while the EU’s
average dropped by 10 percentage points over the last decade, lowering the region's relative performance from 46% to
34% of the EU average. This divergence largely reflects the region’s insufficient infrastructure for sorting, collecting and
recycling municipal waste’ as well as the limited enforcement of waste management policies.'® Moreover, in the absence
of waste management infrastructure, the informal sector has emerged as the primary actor responsible for collecting
recyclable waste across the region, exacerbating data collection challenges and complicating efforts to monitor progress
towards waste-management targets.

Overall, Serbia records the lowest landfill rate in the region, though still at 75% of municipal waste in 2023-2024, while in
Kosovo, nearly all waste is sent to landfill (98.4%).

Figure 7.8. Municipal waste in landfills in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for Bosnia and Herzegovina (2021), Kosovo (2014, 2016), North Macedonia (2016, 2017), Montenegro (2017), Serbia (2020), Austria
(2024), Bulgaria (2024), Czechia (2024), Greece (2024), Ireland (2015, 2024), Italy (2024), Latvia (2023) and Romania (2024).

Sources: OECD calculations based on (Eurostat, 202610)). Data for Albania (2024), North Macedonia (2024), and Serbia (2024) were sent by INSTAT, MAKSTAT,
and SORS to the OECD.

StatLink Su=r https://stat.link/j0pm36
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GR.07. Air pollution premature deaths

Air pollution-related premature deaths® capture the health burden of poor air quality, which weighs on human capital
through workforce productivity losses, higher healthcare costs and premature mortality.

In 2023-2024, the region recorded 126 premature deaths per 100 000 inhabitants, more than three times the EU average
(39.5) and approximately 1.6 times the EU neighbours' average (78.5) (Figure 7.9). Although air pollution-related
premature deaths fell by 29% in the region from 178 in 2014-2016, the EU cut its own toll by 39%, reducing the region's
relative performance from 37.7% to 32.2% of the EU level. This divergence reflects the region's reliance on ageing coal and
lignite plants with limited emissions-filtering equipment,?® a road-dominated transport sector and the widespread use of
solid fuels in households.?

Montenegro records the lowest mortality in the region, at 89 per 100 000 inhabitants in 2023-2024, while North Macedonia
records the highest mortality rate (146).

Figure 7.9. Air pollution premature deaths in the Western Balkan economies and the EU, 2014-2024
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Note: Data are unavailable for all economies (2024).
Source: (Eurostat, 2025n1)).

StatLink Si=r https://stat.link/gn9cxi

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026



https://stat.link/qn9cxi

References

European Commission (2022), Energy Support Package for the Western Balkans, https://neighbourhood-
enlargement.ec.europa.eu/system/files/2022-12/WBIF%20Energy%20support%20pack%20221202.pdf
(accessed on 24 January 2025).

European Environment Agency (2026), Water abstraction by economic sector, 2000-2023,
https://www.eea.europa.eu/en/analysis/indicators/water-abstraction-by-source-and/water-abstraction-by-
economic-sector (accessed on 20 July 2026).

European Environment Agency (2025), Water Abstraction by Source, European Environment Agency,
https://www.eea.europa.eu/en/analysis/indicators/water-abstraction-by-source-and/water-abstraction-by-
source?activeTab=570bee2d-1316-48cf-adde-4b640f92119b (accessed on 22 April 2026).

European Environment Agency (2022), “Municipal waste management in the Western Balkan countries”,
Briefing, https://www.eea.europa.eu/en/analysis/publications/municipal-waste-management-in-the-
western-balkan-countries.

Eurostat (2026), Energy Productivity, Euro per kilogram of oil equivalent, https://doi.org/10.2908/SDG_07 30
(accessed on 22 April 2026).

Eurostat (2026), Municipal Waste by Waste Management Operations,
https://ec.europa.eu/eurostat/databrowser/view/SDG 12 50/default/table (accessed on 22 April 2026).

Eurostat (2026), Passenger Cars — Per Thousand Inhabitants, https://doi.org/10.2908/ROAD _EQS CARHAB
(accessed on 25 June 2026).

Eurostat (2025), Premature deaths due to exposure to fine particulate matter (PM2.5),
https://doi.org/10.2908/SDG 11 52 (accessed on 22 April 2026).

Health and Environment Alliance (2022), Curing Chronic Coal, https://www.env-health.org/wp-
content/uploads/2022/12/HEAL CuringChronicCoal WesternBalkan Report FINAL.pdf.

IEA (2026), Countries, International Energy Agency, https://www.iea.org/countries (accessed on 22 April 2026).

IRENA (2026), Renewable Energy Statistics 2025, International Renewable Energy Agency,
https://www.irena.org/-
/media/Files/IRENA/Agency/Publication/2025/Jul/IRENA DAT RE Statistics 2025.pdf.

IRENA (2026), Renewable Energy Statistics 2026, International Renewable Energy Agency,
https://www.irena.org/Publications/2026/Jul/Renewable-Energy-Statistics-2026.

IRENA (2025), Renewable Energy Statistics 2024, International Renewable Energy Agency,
https://www.irena.org/Publications/2024/Jul/Renewable-energy-statistics-2024.

Korange, F. (2022), “Underpinning Circular Economy Progress in the Western Balkan Countries: A
Comprehensive Policy Implementation Analysis”, https://thebalkanforum.org/wp-
content/uploads/2023/11/Report The Balkan Forum FINAL 1 .pdf.

OECD (2026), “Western Balkans Enterprise Survey: Navigating the digital and green transition”, OECD Global
Relations Policy Papers, No. 2026/06, OECD Publishing, Paris, https://doi.org/10.1787/a1b14188-en.

OECD (2024), Western Balkans Competitiveness Outlook 2024: Regional Profile, Competitiveness and Private
Sector Development, OECD Publishing, Paris, https://doi.org/10.1787/170b0e53-en.

United Nations (2022), Air Pollution in the Western Balkans,
https://agmx.org/sites/default/files/resources/Pollution-Balkans-EN2.pdf.

United Nations (2019), Air Pollution and Human Health: The Case of the Western Balkans,
http://hhttps://www.developmentaid.org/api/frontend/cms/file/2019/06/Air-Quality-and-Human-Health-
Report_Case-of-Western-Balkans preliminary results.pdf.

WAREG (2021), Water Sector Challenges in the Western Balkans, https://www.wareg.org/articles/water-
sector-challenges-in-the-western-balkans/ (accessed on 26 June 2026).

Western Balkans 6 Chamber Investment Forum (2025), “Policy Brief EPR”, Strenghtening waste management
and EPR in the Western Balkans, aligning with EU standards through the CRM framework,
https://www.wbé6cif.eu/wp-content/uploads/2025/11/Policy-Brief-EPR-in-the-Western-Balkans 2025.pdf.

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026

[14]

[20]

[9]

[12]

[7]

[10]

[13]

[11]

[19]

2]

[5]

[23]

[4]

[22]

[6]

[24]

(17]

[16]

[15]

[21]

|113




114 |

World Bank (2026), GDP (Current USD), https://data.worldbank.org/indicator/NY.GDP.MKTP.CD (accessed on [8]
20 April 2026).

World Bank (2026), GDP per capita, PPP (constant 2021 international S), [3]
https://data.worldbank.org/indicator/NY.GDP.PCAP.PP.KD (accessed on 20 April 2026).

World Bank (2026), Services, value added (% of GDP), https://data.worldbank.org/indicator/NV.SRV.TOTL.ZS [18]
(accessed on 20 July 2026).

World Bank (2025), Carbon Intensity of GDP, [1]
https://donnees.banquemondiale.org/indicateur/EN.GHG.CO2.RT.GDP.PP.KD (accessed on 31 January 2025).

Notes

! Throughout this chapter, “USD” denotes USD in 2021 prices expressed in purchasing power parity.
2 For more details, see the indicator GR.02 on renewable power installed capacities.

3 |n 2024, the region had an average of 332 passenger cars per thousand inhabitants, which, although well below the EU
average of 577, still represents a 58% increase on 2015, well above the EU's 13.5% growth over the same period (Eurostat,
2026(13)).

# While most economies have committed to aligning with the EU Emissions Trading System and introducing carbon pricing
instruments as part of their climate strategies, Montenegro remains the only one to operate an emissions trading system,
and at the beginning of 2026, Serbia introduced a tax on greenhouse gas emissions, in accordance with the Law on the Tax
on Greenhouse Gas Emissions (“Official Gazette of the Republic of Serbia”, No. 109/25). Carbon pricing has direct
implications for businesses, as it raises the cost of carbon-intensive production processes and strengthens incentives to
adopt green practices: cost savings are the most frequently cited motivation for greening among SMEs in the region in
2025, cited by nearly half (49%), ahead of both reputational benefits (41%) and regulatory compliance (36%) (OECD,
2026(g)).

> Renewable energy sources include hydropower, wind, solar, and biomass (solid biofuels, renewable waste, liquid biofuels
and biogas). This indicator captures only electricity capacity and therefore does not reflect traditional biomass used for
household heating, which remains widespread in parts of the region. Biomass represents a marginal share of installed
renewable capacities in the region, ranging from 0% in Kosovo and Montenegro, where no biomass capacity is installed, to
1.63% in Serbia (62.22 MW), while 0.04% in Albania (1.43 MW), 0.33% in Bosnia and Herzegovina (10.21 MW) and 0.69%
in North Macedonia (13.1 MW) (IRENA, 202623)).

6 By 2023, onshore wind and solar power production reached only 2% and 4% of their respective technical potential in the
region — the estimated maximum capacity for deployment based on natural resources, topography and technological
limitations (IRENA, 20254).

7 A major challenge to improving energy efficiency is the inefficient heating of buildings, which accounts for over 40% of
the region's total energy consumption (European Commission, 2022141). Many of these buildings rely on solid fuels (such
as wood, lignite and coal) for heating and are poorly insulated.
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& For more details, see the indicator IC.04 on power losses (Infrastructure and Connectivity cluster).

% For more information on the Energy Community’s acquis, see: https://energy-community.org/legal/acquis.html.

10 Services accounted for an average of 55.2% of GDP in the region in 2025 (ranging from 46.2% in Kosovo to 63.4% in
Montenegro), compared with an EU average of 65.9% (World Bank, 20261s)).

11 The region's electricity mix remains dominated by ageing coal- and lignite-fired power plants, which rely on water-
intensive cooling systems to sustain thermal power generation. Cooling water accounted for 74.3% of total abstraction in
Serbia and 81.8% in Bosnia and Herzegovina in 2023, compared with just 3.5% in Albania, reflecting the latter's near-total
reliance on hydropower (European Environment Agency, 202620)).

12 Water infrastructure includes irrigation, public water supply and sanitation systems, many of which were built decades
ago. Across most Western Balkan economies, non-revenue water — water supplied but subsequently lost or unaccounted
for — ranges between 55% and 67% of total distribution, increasing freshwater abstraction to compensate for these
inefficiencies (WAREG, 2021(13)).

13 Albania, North Macedonia and Serbia account for 91% of irrigated land in the Western Balkan economies, reflecting less
favourable rainfall patterns, putting additional pressure on freshwater abstraction for agricultural production. By contrast,
irrigation remains limited in Bosnia and Herzegovina and Kosovo, where topography and crop composition reduce water
demand (OECD, 202424)).

14 Across most Western Balkan economies, awareness-raising initiatives aimed at educating citizens and businesses about
waste prevention and sustainable consumption habits remain inconsistent. Incentives to reduce waste, such as “pay-as-
you-throw” schemes, are either absent, as in Albania, Kosovo and North Macedonia, or largely ineffective. It should be
noted, however, that Serbia adopted the Waste Prevention Plan in 2025, setting goals and priority areas for waste
prevention, as well as implementation measures for the period 2025-2030 (Korange, 202222)). Limited awareness extends
to businesses as well: only 38% of surveyed SMEs report adopting circular practices such as waste reduction, eco-design
or recycling (OECD, 20261)).

15 Municipal waste generation increased from 484.7 kilograms (kg) per capita in 2014-2016 to 514 kg in 2023-2024 in the
EU, and from 353.7 kg to 406.7 kg in the region over the same period. Albania stands out as the only regional economy
where per capita waste generation declined, from 456 kg to 306 kg (Eurostat, 2026(10)).

16 Actual waste generation in the Western Balkan economies may be higher than reported due to the lack of reliable data.
In some cases, underreporting may result from inadequate monitoring and reporting mechanisms. Several economies have
taken steps to improve data quality, including the installation of weighing bridges in Albania to better track waste entering
landfills and the introduction of electronic systems for waste data collection in Bosnia and Herzegovina and North
Macedonia (European Environment Agency, 2022(12;; OECD, 2024 24)).

7 1n economies such as Albania, Kosovo, North Macedonia and Serbia, progress in municipal waste sorting and collection
infrastructure is limited to small-scale pilot programmes focused on collecting recyclable materials (e.g. paper, cardboard,
plastics).

18 Enforcement gaps concern a range of policy tools, including extended producer responsibility (EPR) schemes and
sustainable product design requirements (e.g. minimum recycled-content standards, bans on single-use plastics). Limited
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institutional capacity, including insufficient inspection and monitoring systems, together with fragmented national
approaches, prevent effective implementation (Western Balkans 6 Chamber Investment Forum, 202521)).

19 This indicator has been introduced in the Scoreboard’s 2026 edition. For more details on the economic impact of air
pollution, see (Health and Environment Alliance, 2022[19)).

20 For more details, see the indicator 1C.04 on power losses (Infrastructure and Connectivity cluster).

21 The main sources of particulate matter are electricity generation from thermal power plants, mostly lignite-fired, and
household heating. Over 60% of the region's population relies on solid fuels such as coal and firewood for domestic heating,
while only 12% of buildings are connected to district heating systems (United Nations, 2022(17;; 20191¢)).
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Annex A. Economy profiles

This annex presents each Western Balkan economy’s overall convergence across 43 indicators, along with its rankings
(relative to other Western Balkan economies) in the six assessed clusters.

In the Infrastructure and Connectivity, Skills, Business Environment, Digital Transformation and Greening clusters, scores
measure performance against the EU average, set at 100. In the Macro-financial Stability cluster, scores measure
compliance with the relevant EU reference values, where 100 indicates compliance with the applicable criterion. For
further details on the score calculation and indicator selection, please refer to Annex B. Methodology.
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Albania

Key highlights

Albania ranks fourth among Western Balkan economies in overall convergence with the EU. The economy leads the region
in the Greening cluster and has recorded its largest gains in the Infrastructure and Connectivity, Business Environment and
Digital Transformation clusters (Figure A A.1).

Infrastructure and Connectivity is Albania's lowest-ranked cluster, ranking last in the region. Transport
infrastructure remains underdeveloped, with marginal rail freight activity, and broadband speed is the lowest in
the region. The expansion of 4G coverage and the fall in electricity costs stand as the cluster's main positive
developments.

Albania ranks third in the region in the Skills cluster, with limited convergence towards the EU. Labour market
participation is a strength, with the region's highest employment rate and narrowest gender gap in labour force
participation. These favourable outcomes contrast with weaknesses in skills development and utilisation: Albania
records the region's lowest labour productivity and lowest participation in lifelong learning, while the youth NEET
rate remains elevated.

The Business Environment cluster has recorded Albania's strongest progress since 2014-2016, although the
economy still ranks second-last in the region. Gains in trade and business creation, alongside FDI inflows into
tradable sectors and private investment, have supported this progress. Nonetheless, private investment has
weakened over time, recording the region's largest decline in relative performance, while corruption and informal
employment continue to undermine the level playing field.

Albania has converged rapidly in the Digital Transformation cluster, although it ranks second-last in the region.
Progress has been particularly strong in business digitalisation, including the uptake of Al technologies, where
Albania ranks first. Internet use is also widespread, with Albania recording the region's highest performance in
engagement with digital public services. Nonetheless, the population's digital skills, ICT service exports and secure
internet server density remain challenging areas.

Albania ranks first in the region in the Greening cluster, underpinned by low carbon intensity, a largely renewable
electricity system and high energy productivity. Nonetheless, its relative advantage has narrowed over time,
particularly regarding installed renewable capacity, while landfill reliance and air-pollution outcomes also remain
weak compared with the EU.

Albania ranks fourth in the region in the Macro-financial Stability cluster, with most indicators improving. This
performance is supported by low inflation and a sound fiscal position, alongside an improving current account
balance. Nonetheless, long-term government interest rates remain the region's highest, despite considerable
improvement, while exchange-rate stability has eased amid the lek's recent appreciation.
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Figure A A.1. Albania’s economic convergence by cluster and by indicator

8= e

20142016 | 2017-2019 | 2020-2022 | 2023-2024 | 2023-2024
| 4| 53 ] 416
2014-2016 2017-2019 2020-2022 2023-2024 2014-2016 10 2023-2024 2023-2024

Infrastructure and Connectivity 0 0 24 33 +33 6/6
IC.01: Road infrastructure density 8.5 78 7.7 76 -0.9
IC.02: Rail infrastructure density 224 19.0 133 16.1 -6.3
IC.03: Rail freight intensity 16 2.0 1.9 19 +0.3
IC.04: Power losses 23.0 28.7 338 284 +5.4
IC.05: Electricity cost 48.2 49.9 73.3 98.0 +49.8
IC.06: 4G penetration 440 90.3 99.8 1004 +56.1
IC.07: Broadband speed 24.5 24.4 22.5 28.2 +3.7
Skills 32 38 34 | 36 | + 3/6
SK.01: Labour productivity 29.1 254 24.8 25.6 -3.6
SK.02: Employment rate 854 89.4 90.5 95.7 +10.3
SK.(l)’oj: ngder gap in labour force 56.4 575 63.2 734 +170
participation
SK.04: PISA performance: mathematics 84.8 89.4 78.0 78.0 -6.8
SK.05: Youth NEET rate 40.2 37.8 39.4 40.7 +0.5
SK.06: Labour force with advanced
SK.06: La 93 95 os [ wes 486
SK.07: Lifelong learning 11.0 7.6 5.8 7.7 -3.3
SK.08: Patent applications 0.4 0.2 0.8 2.6 +2.2

I Business Environment I 36 I 37 I 49 I 7 I +41 5/6
BE.01: Domestic credit to the private sector 441 438 49.0 51.6 +7.5
BE.02: Bank non-performing loans 51.5 61.3 58.1 54.1 +2.6
BE.03: Private investment o133 1100 0 10314 0 1062 -24.1
BE.04: FDI in tradable sectors 20.8 . 1376 2582 | 5706 +549.8
BE.05: Control of corruption 4.2 5.7 4.2 13.0 +8.8
BE.06: Estimated informal employment 112 10.6 95 10.0 -1.2
BE.07: Trade flows 15.1 15.7 15.5 19.6 +4.5
BE.08: New business creation density 20.1 22.4 24.4 31.6 +11.5
Digital Transformation I - - 15 40 +25 5/6
DG.01: Population with digital skills - - 423 40.5 -1.8
DG.02: Internet use by individuals - - 87.6 918 +4.2
DG.Q3: Interngt use for interacting with - - 571 07 +35.6
public authorities
DG.04: Internet use for purchases - - 30.9 49.7 +18.8
DG.05: Businesses with a website - - 60.7 734 +12.7
DG.06: Businesses using Al technologies - - 47.7 94.5 +46.8
DG.07: ICT services exports - - 15.3 17.7 2.4
DG.08: Secure internet servers - - 1.9 1.7 -0.2
Greening 92 86 83 81 -11 116
GR.01: CO2 emissions intensity -1.3
GR.02: Installed renewable power capacities |ININ260SMNN BN2S5I7N 20 i 2e -88.0
GR.03: Energy productivity o126 121200 1220 0 1283 +3.7
GR.04: Water productivity 15.3 20.0 25.0 26.3 +11.0
GR.05: Waste intensity 31.7 36.3 523 59.4 +27.7
GR.06: Municipal waste in landfills 54.8 435 39.7 374 174
GR.07: Air pollution premature deaths 42.2 36.1 36.4 30.6 -11.6
Macro-financial Stability [ 55 | er | 51 82 +27 416
MS.01: Inflation rate 813 90.9 67.9 +18.7
MS.02: Exchange rate stability vis-a-vis the _-_ 970 -3.0
euro
MS.03: General government balance 574 1000 404 1000 +42.6
MS.04: Long-term government interest rates 230 241 26.1 373 +14.3
MS.05: Current account balance 15.3 225 216 76.3 +61.0

Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly
comparable with the other clusters.
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Bosnia and Herzegovina

Key highlights

Bosnia and Herzegovina ranks fifth among Western Balkan economies in overall convergence with the EU. The economy
leads the region in the Macro-financial Stability cluster, the only Western Balkan economy to achieve full compliance with
the relevant EU reference values and has recorded its largest gains in the Business Environment cluster (Figure A A.2).

Infrastructure and Connectivity is Bosnia and Herzegovina's second fastest area of convergence. Progress has
been particularly strong in digital connectivity, supported by the widespread deployment of 4G networks. Energy
infrastructure is a relative strength for Bosnia and Herzegovina, with the economy recording the region's lowest
power losses.

Performance in the Skills cluster has remained unchanged, with Bosnia and Herzegovina continuing to face
difficulties in translating its skills base into stronger labour market outcomes. Employment has improved, although
progress in closing the gender gap in labour force participation has been slower than in the EU. The economy
maintains a highly educated workforce and has recorded the region's highest convergence in reducing the youth
NEET rate. Nonetheless, limited participation in lifelong learning and low patent activity continue to constrain skills
development and its contribution to innovation.

Business Environment is Bosnia and Herzegovina's fastest area of convergence towards the EU, although the
economy still ranks last in the region. This progress has been supported by gains in private investment and
domestic credit for the private sector. Nonetheless, ensuring a level playing field remains a challenge, with high
levels of informality and persistent weaknesses in addressing corruption.

Digital Transformation is among Bosnia and Herzegovina's lowest-performing clusters, with the economy ranking
last among its regional peers. Internet use is widespread, but limited digital proficiency among citizens, along with
the region's lowest density of secure internet servers, constrains the potential to leverage digital technologies in
interactions with public services and businesses.

Greening is Bosnia and Herzegovina's lowest-performing cluster, with performance diverging from the EU across
most indicators. Decarbonisation has progressed more slowly than in the EU, and the economy records the
region's highest CO? emissions intensity. Resource use also remains a weakness, with water productivity among
the region's lowest and only modest progress recorded in municipal waste management.

Bosnia and Herzegovina is the region's top performer in the Macro-financial Stability cluster. This performance
reflects full compliance with the EU reference values across all five indicators: price stability, fiscal balance,
exchange-rate stability, long-term interest rates, and current account balance.
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Figure A A.2. Bosnia and Herzegovina’s economic convergence by cluster and by indicator
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| 2014-2016 | 2017-2019 | 2020-2022 | 2023-2024 | 2023-2024
o | 0w | 3 | 4 | 5/6
2014-2016 2017-2019 2020-2022 2023-2024 2014-2016 t0 2023-2024 2023-2024
Infrastructure and Connectivity 39 35 57 61 +22 3/6
IC.01: Road infrastructure density 10.1 105 10.3 10.6 +0.5
IC.02: Rail infrastructure density 347 344 344 34.9 +0.2
IC.03: Rail freight intensity 63.9 59.4 70.2 85.7 +21.8
IC.04: Power losses 86.2 86.4 88.0 57.6 -28.6
IC.05: Electricity cost 86.5 798 05200 s +29.4
IC.06: 4G penetration 0.0 27.9 92.3 98.5 +98.5
IC.07: Broadband speed 41.6 29.9 29.0 457 +4.1
Skills 31 29 [ 3 | 31 | 0 5/6
SK.01: Labour productivity 34.8 34.7 354 36.0 +1.2
SK.02: Employment rate 62.7 65.5 70.9 74.0 +11.3
SK.03: Gender gap in labour force participation 437 422 40.3 375 6.2
SK.04: PISA performance: mathematics 78.9 83.1 81.3 81.3 +2.4
SK.05: Youth NEET rate 426 416 48.6 57.0 +14.4
SK.06: Labour force with advanced education 1017 96.8 1024 1039 +2.2
SK.07: Lifelong learning 19.8 184 16.5 11.3 8.5
SK.08: Patent applications 0.1 0.1 1.4 1.4 +1.3
Business Environment | 40 | 3 | 4 | 69 | +29 6/6
BE.01: Domestic credit to the private sector 68.9 74.8 723 742 +5.3
BE.02: Bank non-performing loans 71.2 71.0 63.0 66.4 -4.8
BE.03: Private investment 89.7 87.2 92.9 . 1060 +16.3
BE.04: FDI in tradable sectors 50.2 76.1 .o M70 0 4003 +350.1
BE.05: Control of corruption 13.6 24 0.0 6.2 -14
BE.06: Estimated informal employment 13.2 13.6 15.8 14.6 +1.4
BE.07: Trade flows 18.6 20.3 20.5 226 +4.0
BE.08: New business creation density 16.2 16.0 19.3 25.3 +9.1
Digital Transformation - - 21 34 +13 6/6
DG.01: Population with digital skills - - 61.5 52.2 9.3
DG.02: Internet use by individuals - - 835 919 +8.4
DG.03: Internet use for interacting with public authorities - - 279 353 +7.4
DG.04: Internet use for purchases - - 438 55.5 +11.7
DG.05: Businesses with a website - - 82.1 84.7 +2.6
DG.06: Businesses using Al technologies - - 26.9 52.0 +25.1
DG.07: ICT services exports - - 38.1 334 4.7
DG.08: Secure internet servers - - 6.6 6.4 0.2
Greening [ 39 | 28 | 18 19 -20 5/6
GR.01: CO2 emissions intensity 38.0 35.0 329 33.6 4.4
GR.02: Installed renewable power capacities o 1164 1023 90.8 82.1 -34.0
GR.03: Energy productivity 58.0 53.6 498 515 6.5
GR.04: Water productivity 11.8 10.9 11.3 121 +0.3
GR.05: Waste intensity 426 473 524 55.6 +13.0
GR.06: Municipal waste in landfills 52.7 426 37.2 36.1 -16.6
GR.07: Air pollution premature deaths 44.3 34.5 -15.9
Macro-financial Stability 86 96 +14 1/6
MS.01: Inflation rate 0
MS.02: Exchange rate stability vis-a-vis the euro . 1000 1000 1000 1000 0
MS.03: General government balance 1000 1000 80.0 . 1000 0
MS.04: Long-term government interest rates 1000 1000 93.0 . 1000 0
MS.05: Current account balance 323 785 . 1000 1000 +67.7

Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly
comparable with the other clusters.
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Kosovo

Key highlights

Kosovo remains the lowest-ranked Western Balkan economy in overall convergence with the EU, despite recording the
region's fastest convergence. The economy has recorded its largest gains in the Business Environment cluster, while
Greening remains its lowest-ranked cluster (Figure A A.3).

Kosovo has made some progress in the Infrastructure and Connectivity cluster, although it ranks fifth in the region.
This progress has been supported by competitive electricity costs, where Kosovo is the region's top performer.
Nonetheless, gaps remain in transport infrastructure, with marginal rail freight activity, while broadband
connectivity continues to lag behind the EU.

Skills is Kosovo's second lowest-performing cluster, with the economy ranking last in the region. Educational
attainment remains relatively strong, but this has yet to translate into stronger labour market outcomes. The
economy's labour productivity has recorded the region's largest divergence from the EU, as has the youth NEET
rate, while the employment rate is the region's lowest and the gender gap in the labour force is the region's
highest. Patent application activity, the lowest in the region, reflects the gaps in the innovation landscape and
limited capacity to translate research and innovation into commercially viable outputs.

Business Environment has recorded Kosovo's highest gains, although the economy still ranks fourth in the region.
This progress has been supported by improvements in access to finance, where Kosovo is the region's top
performer in domestic credit to the private sector, bank non-performing loans, and private investment.
Nonetheless, informality, the region's highest, together with persistent high perceptions of corruption, continues
to weigh on the business environment.

Kosovo ranks fourth in the Digital Transformation cluster, having recorded modest convergence towards the EU.
This performance has been supported by improvements in digital skills and the region's highest level of internet
use for online purchases. Nonetheless, the low prevalence of secure internet servers continues to constrain digital
economy development, and adoption of advanced technologies such as Al remains limited.

Kosovo is the region's lowest performer in the Greening cluster, with only limited convergence towards the EU.
The highest gains have been recorded in installed renewable capacity, although the economy still ranks last in the
region in this area. Nonetheless, resource use remains a major weakness, with Kosovo recording the region's
highest share of municipal waste disposed of in landfills.

Macro-financial Stability is a strong area of performance for Kosovo, as the economy ranks second in the region.
Except for the current account balance, the other indicators, namely price stability, fiscal balance, exchange-rate
stability, and long-term interest rates, all remain within the relevant EU reference values.

ECONOMIC CONVERGENCE SCOREBOARD FOR THE WESTERN BALKANS 2026 © OECD 2026




|123

Figure A A.3. Kosovo’s economic convergence by cluster and by indicator

N N O N g gy |

2014-2016 2017-2019 2020-2022 2023-2024 2023-2024
23 26 33 41 6/6

2014-2016 t0 2023-2024

2014-2016 2020-2022 2023-2024

2023-2024

2017-2019

Infrastructure and Connectivity 36 20 39 52 +16 5/6
IC.01: Road infrastructure density 109 115 12.9 12.8 +1.9
IC.02: Rail infrastructure density 39.3 39.2 39.2 53.3 +14.0
IC.03: Rail freight intensity 0.0 0.0 0.0 0.0 0
IC.04: Power losses 211 21.7 241 30.8 +9.7
IC.05: Electricity cost 83.7 75.7 | 1248 1445 +60.8
IC.06: 4G penetration 92.0 91.7 92.9 98.8 +6.8
IC.07: Broadband speed 67.6 477 423 56.4 -11.2
| skills 7 8 | 16 | 15 [ +8 616
SK.01: Labour productivity 40.9 38.9 354 36.4 -4.5
SK.02: Employment rate 445 46.3 46.9 54.0 +9.5
SK.03: Gender gap in labour force participation 26.1 22.7 26.2 23.3 -2.8
SK.04: PISA performance: mathematics 743 74.8 7153 75.3 +1.0
SK.05: Youth NEET rate 38.3 32.6 29.5 274 -10.9
SK.06: Labour force with advanced education 86.4 97.6 89.6 90.1 +3.7
SK.07: Lifelong learning 44.0 294 1144 22.6 214
SK.08: Patent applications 2.4 14 0.9 0.8 -1.6
| Business Environment I 37 I 54 I 58 I 80 I +43 4/6
BE.01: Domestic credit to the private sector 445 58.0 70.5 90.2 +45.7
BE.02: Bank non-performing loans . 1581 2503 1584 1219 -31.2
BE.03: Private investment o105 M081 0 1347 0 1372 +26.7
BE.04: FDI in tradable sectors 0.0 0.0 34.0 1025 +102.5
BE.05: Control of corruption 19.8 16.8 17.0 276 +7.8
BE.06: Estimated informal employment 113 9.1 9.8 9.7 -1.6
BE.07: Trade flows 10.9 122 136 19.3 +8.4
BE.08: New business creation density 38.6 62.5 79.4 +76.3
Digital Transformation - I - I 45 49 +4 4/6
DG.01: Population with digital skills - - 49.7 65.4 +15.7
DG.02: Internet use by individuals B B 1072 1063 -0.9
DG.03: Internet use for interacting with public authorities - - 43.8 46.2 2.4
DG.04: Internet use for purchases - - 68.9 843 +154
DG.05: Businesses with a website - - 72.0 812 +9.2
DG.06: Businesses using Al technologies - - 67.5 50.6 -16.9
DG.07: ICT services exports - - 349 62.1 +27.2
DG.08: Secure internet servers - - 4.3 4.1 -0.2
Greening 13 11 7 10 -3 6/6
GR.01: CO2 emissions intensity 34.8 36.2 32.0 34.8 0
GR.02: Installed renewable power capacities 15.9 22.1 241 31.8 +15.9
GR.03: Energy productivity 52.0 53.8 48.7 57.6 +5.6
GR.04: Water productivity 33.1 31.1 28.9 27.8 -5.3
GR.05: Waste intensity 727 674 55.6 55.3 174
GR.06: Municipal waste in landfills 38.6 34.3 319 29.0 -9.6
GR.07: Air pollution premature deaths 29.0 28.3 332 32.7 +3.7
I Macro-financial Stability 77 78 62 83 +6 2/6
MS.01: Inflation rate 56.5 0
MS.02: Exchange rate stability vis-a-vis the euro . 1000 1000 1000 1000 0
MS.03: General government balance . 1000 1000 724 . 1000 0
MS.04: Long-term government interest rates 55.4 65.3 57.1 o 1000 +44.6
MS.05: Current account balance 29.1 26.6 22.7 16.9 -12.2

Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly
comparable with the other clusters.
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North Macedonia

Key highlights

North Macedonia ranks third among Western Balkan economies in overall convergence with the EU. The economy
recorded its largest gains in the Business Environment cluster, while declining performance in Skills, Greening, and Macro-
financial Stability weighed on overall convergence (Figure A A.4).

The Infrastructure and Connectivity cluster’s performance has been supported by strong gains in digital
infrastructure, where the economy stands among the region's top performers. Nonetheless, energy infrastructure
remains a weakness, with a wide divergence from the EU and the region's highest electricity costs for non-
household consumers. Challenges also persist in transport infrastructure, particularly in rail freight activity.

Skills is the lowest-performing cluster, with performance diverging from the EU over time. Labour market and
education outcomes remain mixed, with improvements in employment and educational performance offset by
low lifelong learning participation and patent applications.

Business Environment is the economy’s fastest area of convergence towards the EU. This progress has been
supported by growing FDI inflows into tradable sectors, higher levels of private investment and the region's highest
level of trade flows. Nonetheless, ensuring a level playing field remains a challenge, with high perceptions of
corruption and continued high levels of informality, although estimated informal employment remains the
region's lowest.

Digital Transformation has recorded modest convergence towards the EU. Business digitalisation remains uneven,
as website adoption is the lowest in the region and Al uptake records the region's largest divergence. Nonetheless,
digital uptake among individuals has improved, with online purchases recording the region's highest convergence.
The ICT sector also shows positive developments, with the sector’s exports recording the region's fastest
convergence towards the EU.

North Macedonia has diverged sharply from the EU in the Greening cluster, with the relative performance of all
indicators declining. Progress towards decarbonisation has been particularly slow, and environmental quality
remains a concern, with North Macedonia recording the region's highest level of premature deaths from air
pollution.

Macro-financial Stability is the economy’s lowest-ranked cluster, driven by weaker outcomes in price stability,
government balance and long-term interest rates. Nonetheless, the current account balance remains within the
EU reference values, and exchange-rate stability against the euro has been maintained.
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Figure A A.4. North Macedonia’s economic convergence by cluster and by indicator

[} 25 50 75 100

OO 0 B3 e

2014-2016 | 2017-2019 | 2020-2022 | 2023-2024 2023-2024
47 49 48

2014-2016 2017-2019 2020-2022 2023-2024 2014-2016 to 2023-2024 | 2023-2024

Infrastructure and Connectivity 38 | 39 [ 38 | 53 | +15 | 46 |
IC.01: Road infrastructure density 34.0 34.2 34.5 34.7 +0.7
IC.02: Rail infrastructure density 47.7 46.9 46.9 472 -0.5
IC.03: Rail freight intensity 213 218 30.0 17.2 -4.1
IC.04: Power losses 63.2 56.5 57.2 404 -22.8
IC.05: Electricity cost 711 68.6 48.4 67.9 -3.2
IC.06: 4G penetration 792 1002 | 1006 1003 +21.1
IC.07: Broadband speed 38.2 33.0 25.3 90.3 +52.1
| Skills | 37 | 33 | 43 | 33 | -4 |46 |
SK.01: Labour productivity 44.6 446 458 46.9 +2.3
SK.02: Employment rate 75.1 774 81.2 80.7 +5.6
SK.03: Gender gap in labour force participation 40.2 39.8 38.8 385 -1.7
SK.04: PISA performance: mathematics 76.3 80.7 82.5 825 +6.2
SK.05: Youth NEET rate 47.4 43.9 51.7 48.0 +0.6
SK.06: Labour force with advanced education 1025 1033 1028 95.2 7.3
SK.07: Lifelong learning 274 219 20.6 17.7 9.7
SK.08: Patent applications 2.3 1.2 8.7 1.1 -1.2
| Business Environment | 59 | 67 | 69 | 95 | +36 | 36 |
BE.01: Domestic credit to the private sector 59.5 66.1 75.2 82.2 +22.7
BE.02: Bank non-performing loans . 1030 11814 | 1128 88.0 -15.0
BE.03: Private investment o7 919 972  [oEE +0.9
BE.04: FDI in tradable sectors 597 2260 7250 e +375.7
BE.05: Control of corruption 254 18.4 15.8 1941 -6.3
BE.06: Estimated informal employment 19.4 19.7 214 224 +3.0
BE.07: Trade flows 322 35.6 37.8 38.9 +6.7
BE.08: New business creation density 67.6 62.8 73.3 78.7 +11.1
| Digital Transformation | - | | 47 | 51 | +4 | 36 |
DG.01: Population with digital skills - - 61.5 66.1 +4.6
DG.02: Internet use by individuals - - 941 98.8 +4.7
DG'03.' .Internet use for interacting with public - - 429 468 439
authorities
DG.04: Internet use for purchases - - 55.9 82.0 +26.1
DG.05: Businesses with a website - - 67.8 69.0 +1.2
DG.06: Businesses using Al technologies - - 1299 88.6 -41.3
DG.07: ICT services exports - - 349 76.9 +42.0
DG.08: Secure internet servers - - 2.5 2.3 -0.2
| Greening | 55 | 58 | 45 | 43 | -12 |36 |
GR.01: CO2 emissions intensity 75.9 731 65.8 61.4 -14.5
GR.02: Installed renewable power capacities [osomm 9938 85.2 935 -14.5
GR.03: Energy productivity 997  [M000MN 932 925 7.2
GR.04: Water productivity 42.3 51.7 315 39.8 25
GR.05: Waste intensity 60.2 50.6 485 51.3 -8.9
GR.06: Municipal waste in landfills 384 48.2 44.7 33.8 -4.6
GR.07: Air pollution premature deaths 29.1 28.0 26.8 27.1 -2.0
| Macro-financial Stability | 94 | 97 | 76 | 76 | -18 |56 |
MS.01: Inflation rate 54.9 83.3 -16.7
MS.02: Exchange rate stability vis-a-vis the euro © 1000 1000 0
MS.03: General government balance 711 25.9 39.6 -31.5
MS.04: Long-term government interest rates _ 833  [000MN 59.5 -405
MS.05: Current account balance © 1000 1000 | 1000 1000 0

Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly
comparable to the other clusters.
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Montenegro

Key highlights

Montenegro is the region's top-ranked economy in overall convergence with the EU. The economy leads the region in the
Business Environment cluster, while performance in Greening has recorded the region’s steepest divergence (Figure A A.5).

Montenegro ranks second in the Infrastructure and Connectivity cluster. Convergence is observed across almost
all indicators, with particularly strong progress in digital infrastructure and electricity costs. Power losses are the
sole indicator showing divergence, although Montenegro still ranks second in the region on this front.

Despite slight divergence from the EU over time, Montenegro ranks second in the Skills cluster. The economy
benefits from a highly educated workforce, leading the region in this respect. Employment outcomes have
improved, but challenges persist in fully tapping into the skills base, with limited lifelong learning opportunities
and a high youth NEET rate. Nonetheless, patent activity has strengthened, ranking first in the region, although it
remains low.

Business Environment is Montenegro's highest-ranked cluster, with the economy leading the region. This
performance is supported by dynamic business creation, where Montenegro records the region's highest
performance, and a strong capacity to attract FDI in tradable sectors. Nonetheless, difficulties persist in enhancing
access to finance and investment, with Montenegro recording the region's lowest level of private investment.

Montenegro ranks second in the Digital Transformation cluster. The population has widespread internet use and
is the most digitally skilled in the region, but interactions with public authorities and online purchases remain well
below the EU average.

Despite recording the region's steepest divergence over the last decade, Montenegro ranks second in the
Greening cluster. Resource use remains a key challenge, particularly in water productivity and municipal waste
management, where Montenegro ranks second-last. Still, the economy records the region's lowest level of
premature death from air pollution, although the level remains well above the EU average.

Montenegro ranks third in the region in the Macro-financial Stability cluster, supported by strong price stability
and a balanced government budget, alongside exchange-rate stability, de facto ensured through its use of the
euro. The current account deficit is the cluster's main weakness and remains well above the EU reference value.
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Figure A A.5. Montenegro’s economic convergence by cluster and by indicator
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2014-2016
57

2017-2019
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2020-2022
59

2023-2024 2023-2024
65

2014-2016 2017-2019 2020-2022 2023-2024 2014-2016 to 2023-2024 | 2023-2024
Infrastructure and Connectivity 35 40 64 64 +29 2/6
IC.01: Road infrastructure density 37.7 39.2 42.0 422 +4.5
IC.02: Rail infrastructure density 322 322 32.2 325 +0.3
IC.03: Rail freight intensity 20.3 258 39.0 36.6 +16.3
IC.04: Power losses 69.3 703 0240 484 -20.9
IC.05: Electricity cost 65.4 659 [N e, +75.9
IC.06: 4G penetration 80.9 99.6 98.7 98.6 +17.7
IC.07: Broadband speed 31.8 29.6 54.2 63.0 +31.2
| skills | 52 | s0 | 48 | 48 | -4 | 26 |
SK.01: Labour productivity 44.6 46.1 452 424 2.2
SK.02: Employment rate 81.3 81.3 76.6 88.3 +7.0
SK.03: Gender gap in labour force participation 82.5 66.7 68.5 72.0 -10.5
SK.04: PISA performance: mathematics 85.8 87.9 86.1 86.1 +0.3
SK.05: Youth NEET rate 63.7 58.7 475 56.4 -7.3
SK.06: Labour force with advanced education . 1003 = 1007 = 1033 1104 +10.1
SK.07: Lifelong learning 29.0 248 30.5 21.3 1.7
SK.08: Patent applications 0.4 1.1 1.1 6.6 +6.2
| Business Environment [ 65 | 79 [ 78 _ +39 | 16 |
BE.01: Domestic credit to the private sector 60.0 65.2 72.8 68.0 +8.0
BE.02: Bank non-performing loans 63.4 89.7 54.5 46.9 -16.5
BE.03: Private investment 88.8  [IN09I0M M00EN 85.4 -3.4
BE.04: FDI in tradable sectors . 1107 1404 | 1136 4029 +292.2
BE.05: Control of corruption 31.1 346 38.8 359 +4.8
BE.06: Estimated informal employment 17.7 16.1 18.5 17.6 0.1
BE.07: Trade flows 32.1 33.2 29.3 36.1 +4.0
BE.08: New business creation density +188.1
| Digital Transformation - - 47 55 +8 | 2/6 |
DG.01: Population with digital skills - - 83.9 90.3 +6.4
DG.02: Internet use by individuals - - 928 96.1 +3.3
DG'O?’.' .Internet use for interacting with public - 469 424 45
authorities
DG.04: Internet use for purchases - - 38.7 447 +6.0
DG.05: Businesses with a website - - o104 1134 +2.7
DG.06: Businesses using Al technologies - - 434 60.0 +16.6
DG.07: ICT services exports - - 49.5 53.1 +3.6
DG.08: Secure internet servers - - 1.7 5.1 +3.4
| Greening | 8 | 13 | s | 54 [ -24 | 26 |
GR.01: CO2 emissions intensity 97.6 89.8 71.6 66.7 -30.9
GR.02: Installed renewable power capacities . 2047 | 1905 1641 1407 -64.0
GR.03: Energy productivity 97.7 95.1 84.9 86.3 114
GR.04: Water productivity 28.7 253 25.0 20.9 -7.8
GR.05: Waste intensity 50.8 479 49.0 49.0 -1.8
GR.06: Municipal waste in landfills 40.5 39.0 34.1 30.2 -10.3
GR.07: Air pollution premature deaths 453 38.5 33.9 444 0.9
| Macro-financial Stability | 6 | 5 | 5 | 82 [ +20 | 36 |
MS.01: Inflation rate 58.8 55.5 0
MS.02: Exchange rate stability vis-g-visthe euro | NNO0X0NINN REI00I0NNN I000NN Moo 0
MS.03: General government balance 495 479 532 OO0 +50.5
MS.04: Long-term government interest rates 51.1 54.7 488 OO0 +48.9
MS.05: Current account balance 104 7.9 7.0 10.8 +0.4

Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly
comparable with the other clusters.
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Serbia

Key highlights

Serbia shows the region's second-highest overall convergence with the EU. The economy leads the region in three of the
six policy clusters: Infrastructure and Connectivity, Skills and Digital Transformation. Nonetheless, Greening remains
Serbia's most challenging policy area, with performance declining further over time (Figure A A.6).

Serbia is the regional leader in Infrastructure and Connectivity. Digital connectivity is a key strength, supported
by widespread 4G coverage and comparatively strong broadband access. Transport and energy infrastructure also
perform relatively well, although convergence gains in these areas have remained limited.

Skills is the second cluster in which Serbia leads the region, supported by favourable education and labour market
outcomes. The economy records the region's highest PISA mathematics score, while also leading its peers in
lifelong learning and recording the lowest youth NEET rate. Nonetheless, these strengths have not yet translated
into stronger labour productivity, and the convergence gap towards the EU has remained unchanged.

Business Environment is the economy’s highest-performing cluster and has recorded the highest convergence
towards the EU. This progress has been supported by Serbia's strong capacity to attract FDI in tradable sectors,
where it leads the region and has recorded the region's highest convergence, as well as the region's largest
reduction in non-performing loans. Nonetheless, challenges remain in ensuring a level playing field, particularly in
addressing perceived corruption and informality.

Rapid convergence has made Serbia the regional leader in the Digital Transformation cluster. This performance is
supported by widespread online engagement, a strong ICT sector, and the region's highest level of website use.
Nonetheless, digital skills have fallen further behind the EU, while secure internet infrastructure remains limited
despite Serbia ranking first in the region on this indicator.

Greening is the economy’s lowest-performing cluster, with overall performance declining further over time.
Energy-related outcomes remain particularly weak, as Serbia records the region's lowest energy productivity
alongside a sharp divergence in installed renewable power capacity. Performance in municipal waste management
has also declined sharply, although Serbia remains the regional leader.

Serbia has recorded convergence in the Macro-financial Stability cluster, although the economy still ranks last in
the region. This progress has been driven by stronger performance in the government balance, lower long-term
government interest rates, and an improved current account balance, while exchange-rate stability against the
euro has been maintained. Nonetheless, price stability has weakened, and it remains outside the relevant EU
reference values together with long-term government interest rates and the current account balance.
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Figure A A.6. Serbia’s economic convergence by cluster and by indicator
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Overall score
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2014-2016 2017-2019 | 2020-2022 | 2023-2024 2023-24
45 50 52 62 2/6
. Performance relative to the EU (EU=100) Change Ranking
lizliierss 20142016 | 2017-2019 | 2020-2022 2023-2024 2014-2016 0 2023-2024 | 2023-2024
Infrastructure and Connectivity 46 49 66 68 +22 116
IC.01: Road infrastructure density 30.7 29.8 S 31.6 +0.9
IC.02: Rail infrastructure density 751 742 69.4 69.8 -5.2
IC.03: Rail freight intensity 63.4 63.1 67.5 63.8 +0.4
IC.04: Power losses 49.9 51.2 54.2 45.9 -4.0
IC.05: Electricity cost 91.9 73.1 98.4 93.3 +1.5
IC.06: 4G penetration 515 97.8 99.5 99.3 +47.8
IC.07: Broadband speed 72.2 60.7 59.0 75.0 +2.8
[ skills [ 4 | 52 [ 4 | 56 [ +14 [ 16 |
SK.01: Labour productivity 40.9 391 38.6 404 05
SK.02: Employment rate 79.8 84.4 88.6 914 +11.6
SK.03: Gender gap in labour force participation 66.0 69.2 68.0 724 +6.4
SK.04: PISA performance: mathematics 88.5 91.7 93.3 93.3 +4.8
SK.05: Youth NEET rate 60.2 60.1 63.1 70.3 +10.1
SK.06: Labour force with advanced education 88.8 91.6 92.6 95.3 +6.5
SK.07: Lifelong learning 45.0 37.3 374 30.6 -144
SK.08: Patent applications 0.5 0.9 14 1.8 +1.2
| Business Environment I 47 I 65 I 67 I 96 I +49 I 2/6 I
BE.01: Domestic credit to the private sector 46.2 51.8 56.0 51.0 +4.8
BE.02: Bank non-performing loans 46.9 98 H0EeN 90.7 +43.8
BE.03: Private investment 80.4 84.9 91.6 94.6 +14.2
BE.04: FDI in tradable sectors . 135 2720 3398 7009 +564.4
BE.05: Control of corruption 22.3 16.5 12.8 7.6 -14.7
BE.06: Estimated informal employment 18.6 16.3 19.5 20.9 +2.4
BE.07: Trade flows 252 27.8 31.2 342 +9.1
BE.08: New business creation density 271 27.6 33.0 32.8 +5.7
| Digital Transformation | - I - I 54 I 64 I +10 I 1/6 I
DG.01: Population with digital skills 73.4 58.3 -15.0
DG.02: Internet use by individuals 91.2 93.8 +2.7
DG.OS: ‘Internet use for interacting with public 6238 68.6 +58
authorities
DG.04: Internet use for purchases 68.8 82.8 +14.0
DG.05: Businesses with a website - 1 1 O - I +0.7
DG.06: Businesses using Al technologies 11.7 38.9 +27.3
DG.07: ICT services exports 78.8 93.7 +14.9
DG.08: Secure internet servers - - 18.1 15.1 -3.0
| Greening [ 46 | 3 [ 20 | 25 [ -21 | 4 |
GR.01: CO2 emissions intensity 50.2 46.6 444 420 -8.2
GR.02: Installed renewable power capacities 91.9 86.5 76.9 68.8 -23.1
GR.03: Energy productivity 65.7 63.7 59.7 60.7 -5.0
GR.04: Water productivity 16.0 1241 141 14.9 -1.1
GR.05: Waste intensity 474 48.5 494 48.3 +0.8
GR.06: Municipal waste in landfills 49.9 40.0 40.3 38.2 -11.7
GR.07: Air pollution premature deaths 36.5 30.4 27.3 29.9 -6.5
| Macro-financial Stability [ 63 | 8 | 6 | 74 [ +11 | o6 |
MS.01: Inflation rate 714 90.9 56.2 4.7 -29.7
MS.02: Exchange rate stability vis-g-visthe euro | IIOOIONNNN BNT000MN I000NN Moo 0
MS.03: General government balance 69.3 000 690 OO +30.7
MS.04: Long-term government interest rates 11.2 33.7 34.7 58.1 +46.9
MS.05: Current account balance 60.7 76.6 52.4 71.8 +11.1
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Notes: The overall score is calculated as the average convergence score across all clusters, excluding Macro-financial Stability, whose score is not directly

comparable with the other clusters.
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Annex B. Methodology

Background and rationale

The Economic Convergence Scoreboard for the Western Balkans (referred to hereafter as the Scoreboard) provides a
comparative assessment of the convergence of the six Western Balkan economies relative to the European Union (EU). It
aims to help the Western Balkan economies identify the main policy areas requiring focused attention to accelerate
economic convergence with the OECD and the EU. Building on the pilot Scoreboard first published in 2023 and the more
comprehensive 2025 edition, this third edition further consolidates the Scoreboard as the annual monitoring tool for
tracking economic convergence of the Western Balkan economies towards the EU, following its acknowledgement as such
in the Chair's Conclusions of the 2025 Berlin Process Leaders' Summit (Berlin Process, 2025)).

GDP per capita is the primary indicator used to assess economic convergence, as it provides a snapshot of relative
prosperity across regions and countries. However, on its own, it offers limited insights into the underlying factors driving
economic growth. The Scoreboard bridges this gap by combining policy-relevant analysis and data to understand better
and monitor the key drivers of economic performance.

Drawing primarily on the OECD’s Western Balkans Competitiveness Outlook 2024, the Scoreboard covers six main policy
clusters that are key to long-term economic growth:

1. Infrastructure and Connectivity: Infrastructure and connectivity enable the efficient movement of goods, services
and people, improving access to markets and boosting economic activities.

2. Skills: As a key component of human capital, skills contribute to workforce productivity and adaptability, enabling
economies to adopt and innovate with new technologies.

3. Business Environment: A competitive business environment promotes investment, fosters entrepreneurship and
cultivates an ecosystem where businesses can operate efficiently.

4. Digital Transformation: Digital transformation enhances productivity, innovation and access to information,
enabling economies to modernise and compete effectively.

5. Greening: Greening economies ensures the sustainability of economic growth, reducing environmental risks and
fostering resource efficiency.

6. Macro-financial stability: Macro-financial stability reduces uncertainty and lowers the cost of capital, creating the
conditions necessary for sustained economic growth and private investment.

The Scoreboard assesses the degree of convergence among the Western Balkan economies across these six clusters,
utilising 43 indicators, up from 35 in the 2025 edition. The indicators were selected based on relevance, reliability and
availability:

e Relevance: While the Scoreboard does not exhaustively cover all areas relevant to economic growth, it prioritises
indicators identified in the OECD’s work and academic literature as having an impact on economic performance.
Statistical tests were then conducted to explore the causal relationship between the indicators and GDP per capita,
informing the final selection of indicators for the Scoreboard.

e Reliability: The Scoreboard mainly draws on comparable data from national statistical offices, leveraging their
extensive co-operation with the OECD within the framework of the Western Balkans Competitiveness Outlook and
the SME Policy Index for the Western Balkans and Tiirkiye. It also draws on data from reputable international
sources, such as the OECD, Eurostat and the World Bank.

e Availability: The limited statistical coverage in the Western Balkan economies, compared to OECD and EU
members, influenced the selection of indicators. Indicators that lacked data for any economy across all periods,
and for which no viable alternatives were available to allow for imputation, were excluded. For indicators with
partial time-series coverage, missing data were addressed through imputations.
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The entire list of indicators considered for the Scoreboard is shown in Table A B.1.

Table A B.1. List of indicators of the measurement framework

Cluster name

Infrastructure and
Connectivity

Skills

Business Environment

Digital Transformation

Greening

Sub-group

Transport infrastructure

Energy infrastructure

Digital infrastructure

Putting skills to effective use

Skills development

Leveraging skills for innovation

Enhancing access to finance
and investment

Strengthening the level-playing
field

Promoting trade and
entrepreneurship

Digital society

Digital businesses

Digital economy
Cybersecurity

Accelerating decarbonisation

Enhancing resource use

Environmental quality

| No.
IC.01
IC.02
IC.03

IC.04
IC.05

IC.06
IC.07
SK.01
SK.02
SK.03
SK.04
SK.05
SK.06
SK.07
SK.08
BE.01
BE.02
BE.03
BE.04
BE.05
BE.06
BE.07

BE.08

DG.01
DG.02

DG.03

DG.04
DG.05

DG.06

DG.07
DG.08
GR.01
GR.02

GR.03
GR.04

GR.05

GR.06
GR.07

Indicator
Road infrastructure density (km per area of 100 km?)
Rail infrastructure density (km per area of 100 km2)
Rail freight intensity (tonnes-kilometres per thousand units of GDP
expressed in 2021 USD in purchasing power parity PPP)
Power losses (% of total energy injected into distribution and transmission
grids)
Electricity cost for non-household consumers (2021 USD PPP per kilowatt-
hour)
4G penetration (% of total population)
Broadband speed (megabytes per second)
Labour productivity (2021 USD in PPP)
Employment rate (% of population aged 20-64 years)
Gender gap in labour force participation (% of population aged 15-64 years)
PISA performance: Mathematics
Youth NEET rate (% of 15-24 years old population)
Labour force with advanced education (% of total working-age population)
Lifelong learning (% of population aged 25-64 years)
Patent applications (per million inhabitants)
Domestic credit to the private sector (% of GDP)
Bank non-performing loans (% of total gross loans)
Private investment (% of GDP)
FDI net inflows in tradable sectors (% of GDP)
Control of corruption (composite score)
Estimated informal employment (% of total employment)
Trade flows (2021 USD PPP per capita)
New business creation density (new business creations per million
inhabitants)
Population with digital skills (% of population aged 16-74 years)
Internet use by individuals (% of total population)
Internet use for interacting with public authorities (% of population aged 16-
74 years)
Internet use for purchases (% of population aged 16-74 years)
Businesses with a website (% of enterprises with 10 employees or more)
Businesses using Al technologies (% of enterprises with 10 employees or
more)
ICT services exports (% of GDP)
Number of secure Internet servers (per million inhabitants)
CO2 emissions intensity (kg per unit of GDP in 2021 USD PPP)
Installed renewable power capacities (% of total installed power capacity)
Energy productivity (GDP in 2021 USD PPP per kg of oil equivalent
consumption)
Water productivity (GDP in 2021 USD PPP per cubic meter of total
freshwater withdrawal)

Waste intensity (generated municipal waste per unit of GDP in 2021 USD
PPP)
Municipal waste in landfills (% of municipal waste)

Premature deaths from air pollution (deaths per million inhabitants)
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Cluster name | Sub-group | No. | Indicator
MS.01 Inflation (% of consumer price index)
Monetary stability Msop  Nominal exchange-rate stability vis-a-vis the Euro (percentage points
' change range)
Macro-financial stability MS.03 Government balance (% of GDP)

Fiscal stabilty MS.04 Long-term government interest rates (%)

External sustainability MS.05 Current account balance (% of GDP)

During the selection process for the Scoreboard indicators, several additional indicators were initially considered for
inclusion due to their relevance to economic growth. However, many were ultimately excluded due to limited data
availability. Consequently, alternative indicators were selected to capture comparable aspects of growth dynamics and to
best explain variations in economic performance.

Convergence with the EU for each indicator was measured over four sub-periods, 2014-2016, 2017-2019, 2020-2022, and
2023-2024, rather than annually. Each data point represents the average value of the available years within each sub-
period. This approach allowed for 1) integrating the inclusion of indicators not updated annually; 2) smoothing out cyclical
variations or shocks; and 3) overcoming data inconsistencies or gaps.

Scoring

General scoring

The Scoreboard leveraged two methods to calculate scores and rankings:

1. Each individual indicator score represents the ratio of a specific Western Balkan economy's value to the EU
average. The sample used to calculate the EU average includes the 27 EU member states. In addition, the 2026
edition introduces a supplementary informative benchmark comprising EU member states that share similar
structural and geographical conditions with the Western Balkan economies, namely Bulgaria, Croatia, Greece,
Hungary, Romania and Slovenia, providing a complementary perspective on the Western Balkan economies’
convergence performance.

2. Each cluster score was derived from a dedicated composite indicator using a three-step method:

o Outlier treatment: The individual values of the Western Balkan economies and the EU member states were
considered, leading to a total sample size of 33 individual economies. Outliers were then detected using a
skewness/kurtosis rule and treated with the Winsorisation method, adjusting extreme values to reduce their
impact without removing them from the dataset. This step is crucial to ensure that the aggregation results are
not distorted by extreme values.

o Normalisation: This process standardised all data points to a comparable scale, regardless of their original
units or ranges. The distance-to-target (DTT) scales data based on the proximity of each value to a predefined
target, ensuring that the resulting values reflect how close each observation is to the desired goal. The target
values were the EU average values. The DTT score for the indicator x, DTTscore, ;, was calculated as follows:

X; — MIN,,
TARGET_EU, — MIN,,

DTTscore,; =

where x; denotes the indicator value for the economy i among Western Balkan and EU economies, MIN,,
denotes the minimum value for indicators among Western Balkan and EU economies, and TARGET_EU,
denotes the EU average’s value.

- Lower-is-better indicators: It should be noted that for indicators where higher values are not
desirable, such as IC.04 (power losses), SK.03 (gender gap in labour force participation), SK.04
(youth NEET), BE.O1 (non-performing loans), BE.O6 (estimated informal employment), GR.01 (CO2
emissions intensity), GR.05 (waste intensity), GR.06 (municipal waste in landfills) and GR.07

. . . 1 .
(premature deaths from air pollution), the inverse value of x;, o has been considered.

i
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- Converged indicators: A consequence of the DTT approach is that a Western Balkan economy
whose performance is close to the EU average may nonetheless receive a low DTT-based cluster
score if the minimum observed in the sample lies close to its own value, an outcome that would
misrepresent the degree of convergence achieved. To address this, the Scoreboard sets aside the
DTT normalisation for indicators where the ratio of all Western Balkan economies to the EU
average falls between 90% and 150%, deriving the cluster score contribution directly from that
ratio, scaled to an EU average of 100. The list of indicators treated as converged indicators is the
following: “4G penetration” (IC.06) for the periods 2020-2022 and 2023-2024, “Labour force with
advanced education” (SK.06) for the periods 2017-2019 and 2023-2024, Private investment
(BE.O3) for the period 2020-2022 and Internet use by individuals (DG.02) for the period 2023-2024.

o Weighting and aggregation: Indicators were then aggregated into dimension scores. The average score for
each cluster was computed as the simple average, giving each indicator equal weight. Each DTT score
DTTscore,; was assigned to cluster ¢, leading to DTTscore, . ;.The cluster ¢ average score for economy i
was calculated as:

Xc
i DTTscore,

CLUSTERscore.; = X
[

where X, denotes the total number of indicators x in cluster c.

Macro-financial stability cluster scoring

When it comes to the Macro-financial stability cluster, the Scoreboard leveraged a specific method to calculate scores and
rankings:

Each individual indicator score reflects the degree of compliance with the reference value defined for each criterion,
drawing on the convergence criteria established in the context of EU accession. For each economy and each year, the score
is set at 100 if the indicator value meets or does not exceed the applicable threshold. Where the threshold is breached,
the score falls below 100 in proportion to the magnitude of the deviation. Five threshold-based scoring formulas are
applied, one per indicator, as follows:

a. MS.01 (Inflation rate): If the inflation rate is below or equal to the reference value from the European Central
Bank (ECB)’s Convergence Reports (see Table A B.2), the score is set at 100. If the inflation rate exceeds the
reference value, the score progressively decreases. The scoring formula is defined as:

100
1+ Max(0; Inflation rate ; — Reference value,,)

Scoreysori =

The reference value is defined by the ECB in its Convergence Reports as the average inflation rate of the three best-
performing EU member states in terms of price stability, plus 1.5 percentage points.

Table A B.2. Reference values for MS.01 (2014-2024)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Reference 1.7 0.7 1.9 1.8 49 3.3
values

Note: Reference values are published biannually.
Source: (European Central Bank, 2025(2)

b. MS.02 (Nominal exchange-rate stability): For the exchange-rate stability criterion, the reference threshold is
derived from the fluctuation margin used under the ERM Il (European Commission, 2020;3)), under which
participating currencies are expected to remain within a 15% band around a central exchange rate. As Western
Balkan economies cannot participate in ERM Il and therefore do not have a central exchange rate against the
euro, exchange-rate stability is assessed using the observed fluctuation range of the exchange rate vis-a-vis
the euro over a given reference period, defined as:
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max;, — min;,

Range;, = ( —— > x 100

If the fluctuation range does not exceed 15%, the score is set at 100, and as the fluctuation range exceeds the
reference value, the score progressively declines towards 0. The scoring formula is defined as:

100
1+ Max(0; Range;; — 15)

Scoreys.ozi =

MS.03 (Government balance): The ECB Convergence Reports assess compliance with the excessive deficit
criterion established under the Maastricht Treaty. The reference value is set at a general government deficit
of 3% of GDP (European Council, 2026(4)). If the government balance is equal to or above the reference value,
the score is set at 100. As the deficit exceeds the reference value, the score progressively declines towards 0.
The scoring formula is defined as:

100
1+ Max(0; —3 — Government balance rate; ;)

Scoreysoz,ic =

MS.04 (Long-term government bond interest rate): The ECB Convergence Reports assess whether an
economy’s average nominal long-term interest rate exceeds by more than 2 percentage points that of the
three best-performing EU member states in terms of price stability. If the long-term rate is below or equal to
the reference value (see Table A B.3), the score is set at 100. As the interest rate exceeds the reference value,
the score declines progressively toward 0. The scoring formula is defined as:

Scoreysoait
100

"~ 1+ Max(0; Long term government bond interest rate;; — Reference valuey, )

Table A B.3. Reference values for MS.04 (2014-2024)

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Reference
values

6.2 4 3.2 29 2.6 4.8

Note: Reference values are published biannually.
Source: (European Central Bank, 2025(2)

e.

Scoreys.os,ic =

MS.05 (Current account balance): For the current account criterion, the ECB Convergence Reports assess
external sustainability using the thresholds defined under the MIP. According to the MIP scoreboard, the
three-year backwards-moving average of the current account balance should remain within the range of -4%
to +6% of GDP (European Commission, 2026s)). If the three-year backwards-moving average of the current
account balance falls within this range, the score is set at 100. As the balance moves beyond either reference
value, the score declines progressively toward 0. The scoring formula is defined as:

100
1+ Max(0; —4 — Current account balancex”; Current account balancexit —-6)

The macro-financial stability cluster score is the simple average of the five individual indicator scores, computed for each
economy and each sub-period (2014-2016, 2017-2019, 2020-2022 and 2023-2024), with each indicator assigned equal
weight. The macro-financial stability cluster score is expressed as:

5
Y7 Scoreys.y

CLUSTERscoreys; = 5

Where Scoreys.,,; denotes the individual score of indicator x (MS.01, MS.02, MS.03, MS.04, MS.05). A cluster score of 100
indicates that an economy complies with all the macro-financial stability criteria.
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Limitations

The Scoreboard is a valuable tool for Western Balkan policymakers, helping them identify the bottlenecks that hinder faster
economic convergence. Yet, the method has certain limitations, as outlined in Table A B.4.

Table A B.4. Limitations of the Economic Convergence Scoreboard for the Western Balkan economies
2026

Analytical While the Scoreboard focuses on areas crucial to accelerating the economic convergence of the Western Balkan economies, it does not
framework cover all relevant areas in exhaustive detail.

Constraints in data availability and comparability limited the choice of indicators.

The Scoreboard data cover a decade, preventing analysis over a longer time frame.
Methodology Despite the benefits of measuring convergence in four time periods, the Scoreboard does not fully capture the most recent developments
and state-of-play.

The DTT method measures proximity to the target without explaining the underlying causes of disparities.

The DTT method assumes a linear relationship between the distance to the target and the degree of convergence. This assumption fails
to account for non-linear relationships, in which the impact of improvements could vary across stages. The treatment applied to
converged indicators partly addresses this limitation for economies close to the EU average, while introducing a threshold effect at the
90% mark.

Assigning equal weight to indicators when calculating cluster scores may not adequately reflect their varying importance in driving
economic growth.

Assigning equal weight to the EU's 27 economies to calculate EU averages may have introduced bias in the EU's actual performance by
over-weighting smaller economies.

The macro-financial stability cluster relies on a threshold-based scoring approach, drawing on the Maastricht convergence criteria, rather
than the DTT normalisation applied to the other five clusters. This methodological distinction limits the direct comparability of cluster
scores across the Scoreboard.
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