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FOREWORD

The Regional Cooperation Council presents the 2021
edition of the Balkan Barometer - the annual survey of
Western Balkans citizens and business perceptions. The
analysis of the results provides a detailed insight into
trends and evolution of the attitudes of thousands of
region’s citizens and businesses across socio-econom-
ic topics that impact their everyday lives. Due to this
long-running exercise, monitoring the public senti-
ment has once again proved to be of great importance
to understand citizens’ and businesses’ attitudes to-
wards current situation as well as the expectations for
the region’s recovery in the wake of the pandemic.

This is the second Barometer edition that reflects
the new reality created by the pandemic and the
measures taken to contain it. As such, findings of
these last two editions are particularly significant in of-
fering a clear understanding of what the crisis created
by the COVID-19 pandemic means on the ground, what
its consequences are, and what are the citizens’ future
prospects.

This biggest public health crisis that the region and the
whole world have been facing for over a year, made us
aware, more than ever, that our health and economic
prosperity depend on our neighbours’ solidarity and
cooperation. This year’s findings reconfirmed that
Western Balkans is a vibrant region, eager to make full
use of its potential to boost the economic recovery,
through accelerated regional economic integration
and deepened economic cooperation with the EU.

Results of all seven cycles of the Barometer show on-
going incremental improvements in sentiments in
the Western Balkans region related to regional co-
operation. An underlying sentiment of solidarity per-
vades the Western Balkans, with close to two-thirds
focusing on what brings the region together rather
than what drives it apart. Likewise, an overwhelming
majority of respondents support regional cooperation
role in improving the political, economic and security
situation in their home economies (77%). The fact that
over three-fourth of participants observe improve-

ment shows an unprecedented positive change. After
last year's negative appraisal, this rejuvenated positive
view is encouraging.

The EU accession continues to be seen as a positive
development. Steady support for regional coopera-
tion and EU accession amplifies the importance and
one of the long-term goals of such processes—-to make
us more cooperative, solidary and resilient against crisis
such as the COVID-19 outbreak. Results show a subtle
increase in support for EU membership across the
region, with 62% endorsing accession (59% in 2019
and 56% in 2018). However, every year the expecta-
tions in the Western Balkans for EU integration show a
more realistic outlook on the region’s foreseeable ac-
cession prospects.

After several years of relative stagnation in perceived
socio-economic status, and despite the pandemic
heavily impacting our economy, improvements in the
overall economic situation seem to be translating
into tangible benefits across the region. The vast
majority of residents in the Western Balkans describing
their socio-economic status as average (77%), slight-
ly increased since 2019, while the share of those who
claim that their standard of living is above average (5%)
has not changed. Interestingly, this perception seem-
ingly diverges from the finding that the number of be-
low-average respondents is decreasing, with the rank
of the so-called middle class swelling accordingly.

While unemployment continues to remain a chal-
lenge across the region, particularly among youth
and women, there is a growing number of participants
who think that education and hard work are the main
preconditions for getting ahead in life and finding a
job. Some 58% feel that having a good education and
working hard are equally important contributors for a
better future, while 38% find job qualifications and ed-
ucation as the most important asset to find a job. 54%
claim that knowing the right people is important for a
bright future, while more than one-third believe that
luck will get you ahead in life.

The decline by 6 points of the share of respondents
who are seriously considering leaving their econo-
my (one-third) is encouraging, while over half claim
do not have any intention to work abroad in the near
future. This is a promising indication that the govern-
mental actions move in line with young people’s inter-
ests and address their concerns.

FOREWORD
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INTRODUCTION

The release of the 7th edition of the Balkan Barometer
comes at times when the world, hence also the West-
ern Balkans, still face the perils of the economic crisis
induced by the outbreak of the novel coronavirus and
its Covid-19 disease. Yet, the 2021 edition of the Balkan
Barometer builds on its firmly established tradition as
independent, reliable source of regional data widely
employed and referenced by media, business, civil so-
ciety and decision makers alike.

The 2021 Balkan Barometer surveys were conducted
between December 2020 and February 2021 in Alba-
nia, Bosnia and Herzegovina, Kosovo , Montenegro,
Republic of North Macedonia and Serbia. The Public
Opinion survey posed 117 questions to 6000 citizens
and the Business Opinion survey presented 110 ques-
tions to 1200 business owners, managers or executives.
Answers by survey respondents have been systemised,
analysed and presented in the two reports — Public
Opinion Survey and Business Opinion Survey.

The Balkan Barometer is yet again enriched in terms of
questions and topics covered in an attempt to remain
comprehensive, up-to-date and relevant in a challeng-
ing regional Covid-19-induced landscape. The Balkan
Barometer remains an independent guide to attitudes
towards cooperation and integration, as well as atti-
tudes to other key policy areas both at domestic and
regional levels that affect the daily lives of the Western
Balkans citizens. Its findings help to inform the work of
decision makers, scholars and all interested regional
stakeholders, by also making them aware of the socie-
tal eagerness for sustainable and far-reaching reforms.
Last but not least, this Barometer edition sheds light
to the manifestation of the need for resilience and
adaptability in civic activism and public governance
in the face of political and economic crises induced by
COVID-19 pandemic.

* This designation is without prejudice to positions on status, and is in line with UNSCR 1244/1999 and the ICJ Opinion on the

Kosovo declaration of independence

MAIN FINDINGS

As the crisis induced by the outbreak and the spread
ofCovid-19 plagued most of 2020 for the entire West-
ern Balkans, business perceptions showed a significant
deterioration after years of consecutive growth. The
Balkan Business Opinion Barometer 2021 brings the
lowest value of Balkan Business Sentiment Index (BBSI)
for the region since the business perception is being
measured. This is a direct socio-economic consequence
of the Covid-19 outbreak and its impact in Western Bal-
kans. In 2020, BBSI reached a historical low of 46 points,
slightly below its lowest value of 47 observed in 2014,
and bringing to a halt the uninterrupted growth to 65
points in 2019. The value is determined by both the
gloomy expectations (44 points) and the present situa-
tion (41). All economies have seen deterioration of the
score in the magnitude of the average.

The Western Balkans, as the whole world, went
through a tough economic year, determined by the
consequences of the coronavirus pandemic. Economic
growth for 2020 was expected to decline by 5% accord-
ing to the IMF Outlook, with Montenegro being hit the
hardest and Serbia experiencing the smallest decline.
Consumption shrunk, as a result of what businesses
have been consistently reporting a decline in demand
for their products. 55% of them reported demand de-
teriorated, a dramatic increase from 9% a year before,
while 51% expect that the number of employees will
stay the same. However, as it has been the case in the
past, business leaders perceive their businesses as bet-
ter performing than their respective economies in total.

Expectations of businesspersons have now been sub-
dued due to the uncertainties related to the resolution
of the Covid-19 crisis. Respondents more frequently
think that the return to normalcy will be postponed by
at least early 2022, if not for later that year. Yet, majority
of them considered government response to the eco-
nomic crisis induced by Covid-19 to have been fairly
appropriate. Even during the crisis, internal funds/re-
tained earnings increased their dominant in the sourc-
es of funding for companies.

MAIN FINDINGS

Despite the crisis enticed by Covid-19, old problems re-
main to linger onto economic outcomes in the region.
However, the share of businesses which expressed
hesitation for the regional cooperation shrunk, mainly
due to the positive trends in Serbia, but also in Bosnia
and Herzegovina. Likewise, the satisfaction with CEFTA
grew, however the polarisation between economies
that consider CEFTA more difficult than exporting to
the EU remained in 2020 to a large extent.

Still, the business environment stalled amid the crisis as
not much progress has been observed in key aspects of
doing business. Macroeconomic instability, the rule of
law in its broadest sense, including ethics, transparen-
cy and efficiency continue to trouble businesses with
an equal or even higher intensity as in the past editions
of the Balkan Barometer. Infrastructure — in the broad-
est sense of the word - was assessed favourable but not
better than in 2019. On the positive side, businessper-
sons in the Western Balkans reiterated their positive
attitude towards the Regional Roaming Agreement
(RRA).

Labour markets in the Western Balkans suffered during
the pandemic mainly through the loss of working
hours. The majority of threatened jobs were maintained
due to the government support. So, vacancies in 2020
were rarer than before, but the structural pre-existing
problems remained: lack of appropriate skills and la-
bour force emigration continued to represent two key
obstacles. One of the positive consequences is that the
companies in the region became more open towards
youth and women.

Economies of the region remain concentrated on do-
mestic markets. Albeit 73% of businesses claim that
their products can compete with those from the EU,
less than 2 in 10 are engaged in exports. Non-export-
ers usually cite lack of plans, interests or capacities to
export, while exporters complain about the need to
hardcopy documents and get licenses, and about slow
import-export procedures.
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Only one in ten companies decided to invest abroad,
and an even smaller share of these investments ended
up in the region. Moreover, there is a trend of increas-
ing investments in the EU, rather than in the region. As
companies consider and value a lot of different factors
when making an investment decision, political stability
and quality of regulatory environment among others,
it does not come as a surprise that the region is not be-
coming a preferable option for investing, as not a lot of
progress has been done.

Stronger preference for male workers and prejudices
against Roma workers continue to persevere. This sit-
uation continues to be one of the reasons of the per-
sistent gender and Roma employment gap across all
the economies in the region. Moreover, not so negli-
gible share of employers continues to believe that em-
ploying a Roma worker would negatively impact the
working environment of their company.

FDIs coming to the region mainly fail to root in the do-
mestic economies. A shrinking infinitesimal 2% of sales
of the companies in the Western Balkans are made to
multinational companies located in their economies.

Western Balkans companies have still used the Internet
in traditional fashion, mostly for communication and
advertising. The usage of e-banking continued to grow
over the past year. Despite widespread internet usage,
not much of companies’ sales in the region is generat-
ed online: 57% of respondents said sales of less than
5% was generated online, which is quite striking given
the propensity to turn to online operations amid the
Covid-19 crisis.

Innovative dynamism has not seen much of a change
as businesses continue to rely on their own strengths
in terms of both capacity and financing.

REGIONAL OVERVIEW

REGIONAL OVERVIEW

The outbreak and spread of the novel coronavirus
in March 2020 led to a major health crisis across the
regions, hitting both supply and demand and caus-
ing deep recession in all Western Balkan economies
throughout 2020. While the most negative economic
effect was seen in the second quarter of the year, the
return to normality has not yet been achieved not only
because the second wave of the virus in the autumn of
2020 brought restrictions to movement and economic
activity to a significant extent, but also because a third
wave has been looming at the end of the first quarter
in 2021.

The real output loss amounted to -5% in the Western
Balkan economies in 2020 (Figure 1). While these fig-
ures are not final yet (i.e. present the latest forecasts),
they suggest that the WB economies have not seen
such dramatic declines for the last decade, even not
during the global financial crisis of 2008-2009. There is
some variation in the GDP decline in 2020: Montenegro
faced the severest drop of -12% (reflecting the hit on

the tourism sector), followed by Albania and Kosovo*
(-7.5% each), Bosnia and Herzegovina (-6.5%), Republic
of North Macedonia (-5.4%), while the smallest decline
is observed in Serbia (-2.5%).

IMF projections suggest that the WB economies are ex-
pected to return to the pre-pandemic GDP level by the
end of 2021, on the assumption that the pandemic is
bridled to a large extent by the process of immunisa-
tion. An average WB growth of 5.5% is expected over
2021, with growth rates ranging between 5.5% and
6.1% across the region. Such growth pace is expect-
ed to slightly decelerate in 2022 (a projected average
GDP growth across WB of 5.2%). However, such a con-
struct is largely dependent on the coping with the cri-
sis which is difficult for the economies even in the first
quarter of 2021. Delays in the process of immunisation
may postpone the return to normal economic activity,
hence also postponing reaping of higher growth rates
that will compensate the 2020 slump.

Figure 1 — Real GDP Growth in the Western Balkans 2008-2022
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To contain the GDP decline, save jobs and alleviate
income fallouts, the economies across the region un-
dertook a palette of measures, large part of which
were considered timely. The key weapon against the
socio-economic consequences of the pandemic has
been the direct subsidisation of workers’ wages and
direct support to citizens’ income, either through ex-
panding existing social assistance schemes or offering
one-off financial aid for the most vulnerable segments.
Companies, and particularly small and medium-sized
enterprises, were assisted with favourable loans (usual-
ly deployed through the development banks), deferral
of tax and other duties, one-off support (grants) to the
most vulnerable small businesses and so on.

Amid the pandemic, in some Western Balkans econo-
mies, the decennial reducing trend of unemployment
rate has been halted (Figure 2). For these WB econo-

mies, the decline of unemployment rates which started
in 2012 was reversed in 2020. On the other hand, in
some WB economies the unemployment rates contin-
ued to fall even during 2020. Compared to the GDP
declines, the increases in unemployment rates in 2020
have been rather moderate, reflecting swift reactions of
WB6 governments in deploying measures to safeguard
jobs. Within the WB region, there are some distinctive
patterns. Bosnia and Herzegovina, the Republic of
North Macedonia and Serbia recorded a further decline
of their unemployment rates, despite the pandemic,
while the increases in unemployment rates in the rest
of the WB6 economies were of different magnitudes.
In 2020, the lowest increase in unemployment rates
was recorded in Albania (0.2 p.p.), while the largest in-
crease in unemployment rate was recorded in Monte-
negro (2.9 p.p.).

Figure 2: Unemployment rates in the Western Balkans, 2010-2020

(% of the labor force; LFS, 15-64 age group)

40

35

30

25

20

15

10

2010 2011 2012 2013 2014

@ Albania
emm» Bosnia and Herzegovina

e Kosovo* Serbia

e \ontenegro

2015 2016 2017 2018 2019 2020

=)= Western Balkan

@ Republic of North Macedonia

(Source: ESAP Observatory on employment in the Western Balkans, RCC ESAP 2 project based on data from
official government sources in WB6. Note average data for Western Balkan for 2010, 2011 and 2020 are calculated
based on data for five WB economies, since data for Kosovo* for these years is not available. Data labels shown

are average unemployment rate for the Western Balkans region.)

Covid-19 pandemic caused fiscal deficit to soar in all
Western Balkan economies. Fiscal balances deteriorat-
ed as governments were spending to counter the eco-
nomic contraction. The average deficit was projected to
rise from 1.4% of GDP in 2019 to 8% in 2020. The stron-
ger recessions in Montenegro, Kosovo* and Albania
caused particularly large deficits: 11.7%, 9.5% and 8.5%,
respectively. Such fiscal deficits, inter alia, resulted from
the progressive losing of public revenue, averaging
1.7% of GDP, on top of the revenue loss caused by the
nominal contraction of GDP in 2020. On the other side,
public spending soared by 1.7 p.p. of GDP in Republic
of North Macedonia and 6.7 p.p. in Montenegro, the re-
gional average being 4.8 p.p.

Shortage of public funds amid the outbreak and spread
of Covid-19 prompted Western Balkan governments to

REGIONAL OVERVIEW

turn to international capital markets. In June 2020, Re-
public of North Macedonia issued a six-year Eurobond
worth 700 million EUR, with a coupon rate of 3.675%,
Serbia issued a seven-year Eurobond worth 2 billion
EUR at 3.125% and Albania a seven-year Eurobond
worth 650 million EUR at 3.65%. Multilateral support by
the IMF, World Bank and the EU preceded or coincided
the sourcing of funding in private markets to address
immediate financing gaps. Such coordinated backing
of the international financial institutions proved crucial
to preserving debt sustainability. All economies except
Serbia sought support from the IMF Rapid Financial
Instrument to address urgent balance of payments
needs, which then allowed them to apply for EU Mac-
ro-Financial Assistance.
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BALKAN BUSINESS
SENTIMENT INDEX

In order to monitor the present business sentiment and
optimism changes over time, the Balkan Business Sen-
timent Index (BBSI) is conducted, which consists of the
following five questions:

1. How has your business situation developed over
the past 12 months? Has it deteriorated, remained
unchanged or improved?

2. How has demand for your company’s products/
services changed over the past 12 months? Has it
deteriorated, remained unchanged or improved?

3. How has the general economic situation in your
place of living changed over the past 12 months?
Has it deteriorated, remained unchanged or
improved?

4. How do you expect the demand for your
company'’s products/services to change over the
next 12 months? Will it decline, remain mostly
unchanged or increase?

5. How do you expect the general economic
situation in your place of living to develop over
the next 12 months? Will it mostly deteriorate,
remain unchanged or improved?

7

BBSI contains questions related to the respondents
experience of the general economic situation and the
situation in their business with regards to development
and demand for products or services over the past 12
months. Simultaneously, the index contains questions
related to the respondents’ expectations for the com-
ing 12 months, again in terms of anticipated and the
general economic situation in their place of living.

The index is scored as follows: better — 100 points,
worse - 0 points, no change - 50 points.

After responses are recoded, the average value is cal-
culated for the whole Western Balkans region as well
as for each economy separately. The index values are
expressed on a scale of 0 to 100. Figure 3 presents
BBSI for the current round of the Balkan Barometer: the
value stands at around 46 for all Western Balkan econ-
omies, suggesting a satisfaction with the overall and
the economic situation in the society to some extent.
Expectations are likewise evened out across the region
with an average value of 44.

BALKAN BUSINESS SENTIMENT INDEX

Figure 3 — Balkan Business Sentiment Index (BBSI) in 2020

(Scores are on a scale from 0 to 100)
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However, when BBSl is observed over time (Figure 4), it
becomes clear that the business sentiment dwindled in
2020 after a couple of years of continued growth. The
business sentiment has been frozen by the outbreak
and spread of the Covid-19. The index fell from 65 to
46 points for the whole region, which represents a sig-
nificant drop. The drop is of different magnitude across
the economies of the region, despite levelled out. For

Il 2020/21 BBSI - Present Situation Index I 2020/21 BBSI - Expectation Index

example, the drop has been the largest in Kosovo*,
from 85 to 46, while the smallest in Albania, from 55 to
46. Nevertheless, the sentiment in Albania has been al-
ready on the decline in 2019, while the one of Kosovo*
has experienced ups and downs even before, similarly
as that of Republic of North Macedonia and Monte-
negro. Serbia was the only economy with a sustained
business sentiment improvement until the crisis hit.

Figure 4 — Balkan Business Sentiment index (BBSI) over time
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The index can be broken down into two sub-indices,
separately monitoring the prevalent sentiment within
the business community, as well as their expectations
of the future.

a) BBSI - Present Situation Index

b) BBSI - Expectation Index

Along with the overall BBSI, businesses in the region
were happy with both their current situation and pros-
pects for the future until the crisis induced by Covid-19
hit in early 2020. 2019 recorded the highest satisfaction
ratings since the Barometer’s inception, a trend which

was suddenly halted. Figure 5 reveals a drop in the
BBSI-PSI of a similar magnitude and pattern as for the
overall index. With such declines across the entire re-
gion, the business sentiment attained over the last 6
years has been largely forgone. In all Western Balkan
economies, except Albania and Serbia, the BBSI-PSI in
2020 fell lower than its 2014 value - the year when the
Balkan Barometer was introduced. Kosovo* and Mon-
tenegro experienced the deepest declined observed
over 2014-2020 horizon, of 11 points each. Albania fell
to the 2014 level, while 2020 level was higher than in
2014 only in Serbia.

Figure 5 — Balkan Business Sentiment Index (BBSI) — Present Situation Index
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Expectations were suppressed and presently remain
gloomy (Figure 6). Along the entire BBSI and BBSI-PSI,
the BBSI — Expectation Index recorded a drop in 2020:
from 71 points in 2019 to 44 points in 2020. Not only
is this a significant bridling of business expectations
amid the Covid-19 crisis, but it is likewise so when com-
pared to 2014. Notwithstanding the general rising ex-
pectations over time, the result of 2020 falls far below
the value of 2014 (55 points), which is far worse than
the difference observed in BBSI and BBSI-PSI. This sug-
gests that, compared to the actual situation, Western
Balkan businesses have been more optimistic about

W 2018 BBSI - Present Situation Index
2019/20 BBSI - Present Situation Index
Il 2020/21- Present Situation Index

the future, but with the Covid-19 even this optimism
is forgone. In all economies the BBSI — El in 2020 stands
lower than its 2014 level, in particular in Montenegro
(-26 points), Kosovo* (-19 points), Bosnia and Herze-
govina, Republic of North Macedonia (-18 points), and
Albania (-12 points), while the drop has been the small-
est in Serbia (-2 points).

BALKAN BUSINESS SENTIMENT INDEX

Figure 6 — Balkan Business Sentiment Index (BBSI) — Expectation Index
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PERCEPTIONS OF THE
BUSINESS ENVIRONMENT
AND ECONOMIC TRENDS

Western Balkans satisfaction with the general eco-
nomic situation turned upside down in 2020. Figure 7
reveals that 74% of respondents said that the general
economic situation in their economy deteriorated over
2020, which is a threefold increase compared to 2019
(only 24% reported deterioration). Such sentiment has
been observed over the entire region, yet more pro-
nounced in Kosovo*, Republic of North Macedonia and

Montenegro. Of these three, Kosovo* and Montenegro
saw a deep decline of their GDPs during 2020, which
was apparently reflected in defining the business sen-
timent in the economy. Kosovo* is particularly interest-
ing case: in 2019, 67% of respondents considered the
economic situation improving, revealing a sudden and
large swing in the sentiment over 2020.

Figure 7 — How has the general economic situation in your economy changed over the
past 12 months? Has it deteriorated, remained unchanged or improved?’

(All respondents - N=1200, share of total, %)
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Expectations about the general economic situation are
likewise gloomy (Figure 8). 26% of the respondents in
the Western Balkan economies expect that the situa-
tion will deteriorate, while another 38% expect it to re-

1 The figures might not add to 100% due to rounding.

M Remained unchanged I Improved

B DK/refuse A Significantly higher than 2019

WV Significantly lower than 2019

main unchanged, compared to 12% and 40%, respec-
tively, a year ago. This may partially be a reflection of
what people observed in terms of economic develop-
ments in 2020 when they were answering the survey,

PERCEPTIONS OF THE BUSINESS ENVIRONMENT AND ECONOMIC TRENDS

but on the other hand also echo the unstable outlook
of the immunisation process in the region (whereby, so
far only Serbia advanced significantly and Albania to
an extent). Indeed, the share of respondents expecting
deterioration is the lowest in Albania (14%) and Ser-
bia (20%), while this share is the highest in Bosnia and

Herzegovina (40%), likely pointing out to the effects of
the complex governing structure on the crisis manage-
ment. Kosovars remain most optimistic for the future,
since 46% of them responded that the overall econom-
ic situation would improve in the next year.

Figure 8 — How do you expect the general economic situation in your economy to
develop over the next 12 months? Will it mostly deteriorate, remain unchanged or

improve?
(All respondents - N=1200, share of total, %)
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The increasing unemployment rates for most of the
economies in the region reflect into an increase of the
number of respondents expecting that non-employ-
ment will grow. Figure 9 reveals that 17% of respon-
dents expect that the number of those employed will
decrease, as compared to only 8% who had such ex-
pectations in 2019. However, the fact that the unem-
ployment rates declined in Republic of North Macedo-
nia and Montenegro probably prompts an increase of
the share of respondents who expect that the number
of employed people will stay unchanged: this share in-
creased from 51% in 2019 to 61% in 2020.

H Improve

B DK/refuse A Significantly higher than 2019

Vv Significantly lower than 2019

Within this indicator, Kosovars remain likewise most
optimistic, since only 9% of them said that the number
of employed would decrease, despite also a large part
of them (16%) refusing to answer. Business representa-
tives of Montenegro, Bosnia and Herzegovina and Re-
public of North Macedonia have been most pessimistic
about employment, as 26%, 21% and 20%, respective-
ly, answered that employment would decline. Still, ma-
jority of respondents in each economy, between 58%
and 65%, expect that the number of employed will
remain intact, probably reflecting the focus of govern-
ment measures to preserve jobs.
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Figure 9 — How do you expect the number of people employed in your company to

change over the next 12 months?
(All respondents - N=1200, share of total, %)

100 5 7 » 7 3 6 7
13
2 13 10 16 15
80
18
60
60
65
60 63 61
63
20
26
21 20
1 9 16 17
0
Albania Bosnia and Kosovo* Republic of Montenegro Serbia Western
Herzegovina North Macedonia Balkans

M Decrease M Remainedunchanged M Increase M DK/refuse

While the crisis induced by the pandemic of Covid-19
introduced a dramatic drop in the Western Balkan
economies over 2020, it seems that some structural
features remained unchanged. For example, Figure 10
presents the belief of the respondents of the Western
Balkan economies in the attractiveness of their econ-
omy for investment. 11% believe the region is a great
place to invest, which constitutes an increase of 9%

in 2020; and 40% said it was mostly a good place to
invest, a decline from 44% a year ago. Business repre-
sentatives of Montenegro and Kosovo* remain most
trustful for their economies, while citizens of Republic
of North Macedonia are on the other end as 32% re-
sponded that the economy is mostly not or not at all a
good place to invest.

Figure 10 - Do you believe that your economy is a good place to invest?

(All respondents - N=1200, share of total, %)
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The dramatic declines in GDP that Western Balkan
economies observed in 2020, and particularly in Q2
of 2020 during virus outbreak and stringent lockdown
measures, also reflect into the respondents’assessment
of the business situation in the last year (Figure 11).
57% of them said that the business situation deterio-
rated, a position only 12% maintained before the pan-
demic (2019). 28% consider the context unchanged,
almost half compared to 45% in 2019. Some within-re-
gion variation is observed. Businesses in Kosovo* again
manifest the strongest pessimism, since 74% of re-
spondents considered business situation deteriorated
in 2020, while this percentage is quite smaller in Bosnia
and Herzegovina and Serbia (49% each). The share of
those who considered business situation unchanged

varies between 8% in Republic of North Macedonia
and 42% in Serbia, notwithstanding more than one
third of respondents in Republic of North Macedonia
refusing to answer this question.

It is interesting to note that still some non-negligible
share of respondents considered the business situation
to have improved over 2020, most notably in Bosnia
and Herzegovina (15%) and Albania (12%). This is not
strange, given that some sectors exhibited expansion
during pandemic, like food production, pharmaceuti-
cals, IT and finance, either because they have been pro-
ducing essential goods for crisis times or because they
were able to fully move their work remotely.

Figure 11 — How has your business situation developed over the past 12 months? Has it
deteriorated, remained unchanged or improved?

(All respondents - N=1200, share of total, %)
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2020 highlighted the importance of regional cooper-
ation. While this may have been induced by the pan-
demic, prompting Western Balkan economies to work
closer together, it is still also a result of previous re-
gional initiatives. During 2019, a high-level initiative
dubbed “Mini Schengen” was launched by the leaders
of Albania, Serbia and Republic of North Macedonia,
which met mixed perceptions. The pandemic prevent-
ed putting such an action into force. Regional Roaming
Agreement entered into force in July 2019, substan-

M Improved I DK/refuse

A Significantly higher than 2019
Vv Significantly lower than 2019

tially bringing down mobile network roaming charges
in the Western Balkans. By July 2021, the Agreement'’s
implementation foresees the removal of all tariffs by
introducing ‘roam like at home’ principle - an EU prin-
ciple that practically removed all roaming charges be-
tween the member states. Moreover, that promise con-
tinues to hold, as roaming prices decreased again on 1
January 2020. In 2019, Kosovo* abolished import taxes
on goods from Bosnia and Herzegovina and Serbia im-
posed in 2018.
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In such complex circumstances, the share of respon-
dents who believe in regional cooperation increased
(Figure 12). 24% said that the quality of regional co-
operation was very important, followed by 45% who
marked it as important. Compared to 2019, this rep-
resents an increase by 12 p.p. altogether (the shares
in these categories were 19% and 38%, respectively).
The share of respondents who considered quality of
regional cooperation as not important at all almost
halved from 18% in 2019 to 10% in 2020.

Still, the quality of regional cooperation is perceived dis-
tinctively within the region. For example, respondents

in Serbia have been the leaders in viewing regional co-
operation as very important (39%) or important (39%),
probably a reflection of the size of Serbian economy in
the context of the Western Balkans. Likewise, 31% of
Montenegrins and 23% of the citizens of Bosnia and
Herzegovina depicted regional cooperation as very im-
portant, and 47% and 57%, respectively, as important,
whereby motives may have been different. Business
representatives of Albania, Kosovo* and Republic of
North Macedonia have been more hesitant towards
regional cooperation, whereby those of Republic of
North Macedonia pioneer the group who considered
regional cooperation as not important at all (23%).

Figure 12 - How important is the quality of regional cooperation in the Western

Balkans to your business?
(All respondents - N=1200, share of total, %)
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Regional cooperation has advanced amid Western Bal-
kan economies’ efforts to join the EU. Unfortunately,
2020 did not see major breakthroughs because the
formal start of the negotiations with Albania and Re-
public of North Macedonia was again postponed for
December 2020, when it faced another deadlock. Yet,
the pandemic may have contributed to a slight im-
provement of how the EU membership is perceived. Al-
bania is the forerunner in the region as 82% of respon-
dents considered EU membership a good thing, which
is yet a decline by 6 p.p. compared to 2019. This result
may have been a mixture of pandemic’s influence and
the fact that despite receiving green light from the
Council to open negotiations in March 2020, the for-
mal start of accession talks is still pending approval of

V¥ Significantly lower than 2019

the negotiation framework and the convening of the
first Inter-Governmental Conference. Montenegro and
Serbia, on the other hand, observed an increase of EU
optimism, as 71% and 65%, respectively, said that EU
membership was a good thing (compared to 66% and
50%, respectively, in 2019), likely a reflection of ad-
vancement on their EU path. On the other hand, EU-re-
lated pessimism bridled considerations in Bosnia and
Herzegovina, Republic of North Macedonia and, partic-
ularly in Kosovo*, whereby the shares of respondents
who considered EU membership a good thing declined
(Figure 13). Around 66% of respondents considered it
a good thing, with an increase of 3 p.p. compared to
2019, at the benefit of those who said it was a bad thing
(a decline from 6% in 2019 to 4% in 2020).

PERCEPTIONS OF THE BUSINESS ENVIRONMENT AND ECONOMIC TRENDS 39

Figure 13 — Do you think that your economy’s EU membership would be/is a good
thing, a bad thing, or neither good nor bad for your company?
(All respondents - N=1200, share of total, %)
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BUSINESS TRENDS IN THE
WESTERN BALKANS

The economic crisis caused by the outbreak and
spread of Covid-19 has been a supply and a demand
shock. Demand dwindled since reduced movements
and lockdowns at destination reduced export volume;
while demand for non-essential goods plummeted as
households were increasing their precautionary sav-
ings and experiencing overall spending hesitation. This
situation was particularly pronounced in Q2- of 2020.
Such stall in demand is also observed in Figure 14
whereby respondents were asked about the change of
the demand for their company’s products and services.
55% of them said it deteriorated, being a dramatic in-
crease from 9% in 2019. For 34% of them it remained
unchanged (a decline from 45% in 2019), while it im-

proved only for 11% (45% in 2019). Hence, 2020 has
been a turnaround year for Western Balkan businesses,
no matter how temporary such a demand shock may
be.

Deterioration of demand within the region ranged
from 44% of respondents in Bosnia and Herzegovina
and Serbia to 68% of respondents in Kosovo*. Koso-
vo* stands out as in 2019 deterioration was observed
among only 3% of respondents, hence this share
surged by more than 20 times. Interestingly, demand
improved for a non-negligible share of respondents,
e.g. in Serbia (17%), Bosnia and Herzegovina (16%) and
Albania (13%).

Figure 14 — How has the demand for your company’s products/services changed over
the past 12 months? Has it deteriorated, remained unchanged or improved?

(All respondents - N=1200, share of total, %)
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Still, respondents are fairly optimistic over the next year
(Figure 15). A third of them reported expecting the
demand to increase over a year horizon, despite this
being lower than in 2019 (54%). This is expected given
that the key limiting factor in 2020 has been the pan-
demic and the uncertainty pertinent to its intensity and
duration. The optimism is the biggest in Albania (46%
of respondents said the demand for their company’s
product/service would increase), followed by Kosovo*

BUSINESS TRENDS IN THE WESTERN BALKANS

(38%) and Montenegro (36%). The other three econo-
mies face constrained optimism. Surprisingly, however,
Montenegro has the largest share of respondents who
reported an expected decrease (26%), while Serbia has
the lowest (12%). Serbia and Bosnia and Herzegovina
recorded the largest shares of respondents who expect
that the situation will remain largely intact (55% and
57%, respectively).

Figure 15 — How do you expect the demand for your company’s products/services
to change over the next 12 months? Will it decrease, remain mostly unchanged or

increase?
(All respondents - N=1200, share of total, %)
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Amid the pandemic, companies significantly reduced
their investment in property, plant and equipment,
which is a reflection of the widespread investment hes-
itation (Figure 16). Only a third of the investment went
to property, plant and equipment, compared to 58% a
year ago. Likewise, companies significantly withheld

Vv Significantly lower than 2019

their long-term financial investments (only 15% of re-
spondents revealed such an investment compared to
18% a year ago). However, the figures do not add up to
a hundred, revealing the difference is likely attributable
to companies which did not invest in 2020.
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Figure 16 — Could you please tell me what percentage (%) of your company’s total
investment in 2020 went to each of the following?

(Respondents who did not mark DK/refuse, N=1112, %)

60

56

50

40

30

20

10

Albania Bosnia and Kosovo* Republic of
North Macedonia Balkans

Herzegovina

Il Property, plant and equipment

H Intangible assets (e.g. research and development, concessions, patents, licenses, software etc.)

H Biological assets
B Long-term financial investments

[l Other (i.e. promotion and marketing, research, staff training, etc.)

Given the hit of the pandemic, many companies re-
duced or stopped their production, while companies
in some service sectors embarked on teleworking. As a
result, the labour and other costs decreased in 23% of
cases, while remaining unchanged for 60% (Figure 17).
This is a highly contrasted picture to that of 2019 when
60% of respondents said the costs in their companies
increased. Such a deflation in 2020 is a clear reflection
of the reduced demand we observed earlier. However,
non-negligible share of those indicating higher costs
(18%) suggests that for some companies (usually those
which are part of the global value chains) some of the
inputs have increased to the level that triggered an
overall increase in costs.

Montenegro Serbia Western

A Significantly higher than 2019
V Significantly lower than 2019

Across the WB economies, the reducing costs have
been dominantly experienced in Albania, whereby
41% of respondents revealed shrinking costs for their
companies over 2020 (Figure 17). Such shares were
lower in other economies and surprisingly the low-
est in Serbia (6%), which somehow resonates the fact
the Serbian economy experienced the lowest decline
among the WB6, which potentially kept the pressure
on prices. Still, 22% of respondents revealed increasing
prices in both Serbia and Bosnia and Herzegovina, and
this magnitude is similar in other economies, except
Kosovo* (8%).

Figure 17 — How have your labour and oth
past 12 months?
(All respondents - N=1200, share of total, %)
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Businesses have leaned towards treating environmen-
tal impacts of their work with less attention in 2020
(Figure 18). 44% of respondents said their company
did not take any steps to reduce such environmental
effect, compared to only 26% a year ago. Such lagging
behind may be clearly related to the crisis effect where-
by issues that are usually perceived in the WB of lesser

M Increased W DK/refuse

A Significantly higher than 2019
V¥ Significantly lower than 2019

importance - like the environment - loose attention
during crisis. This share has been the largest in Albania
(50%) and Kosovo* (42%) and the lowest in Republic
of North Macedonia (22%). Hence, the share of respon-
dents taking some steps towards reducing environ-
mental impact of their businesses has been dominant
for most of the economies (except Albania).

Figure 18 — Has your business taken any steps to reduce the environmental impact
it makes, such as reducing energy consumption, waste reduction or switching to

recycled/sustainable materials etc.?
(All respondents - N=1200, share of total, %)
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A further inspection of the Green Agenda priorities
for the Western Balkans reveals that the pollution re-
duction tops the agenda (Figure 19). It was selected
by 55% of the respondents in the Western Balkans, fol-
lowed by reduction of energy consumption (41%) and
of waste generation (36%). This is not surprising, as air
pollution topped up a key problem for the urban areas
of the Western Balkan economies, particularly during
the winter: it is the top priority in all economies except
Albania. 63% of respondents in Kosovo* pointed out
pollution reduction as key priority, followed by reduc-
ing energy consumption (51%). 62% of respondents
in Serbia did so for pollution reduction and another
49% for reduction of energy consumption. These two
priorities changed places in Albania: 51% said reduc-
ing waste generation was the top priority, while for
49% it was pollution reduction. 58% of respondents in

Bosnia and Herzegovina topped pollution reduction,
though the second priority is reduction of waste gen-
eration (48%). 51% of respondents in Republic of North
Macedonia topped pollution reduction and 47% smart
transport; while 48% of respondents in Montenegro
ranked pollution reduction a top priority and 45% said
it to be waste generation reduction.

The lowest priority on the agenda in the Western Bal-
kans is climate adaptation capacities (15% of respon-
dents in the total region). In general, it is the lowest
priority in all the economies, except Serbia, with the
lowest share of respondents pointing out to this prior-
ity being 2% in Kosovo*. In Serbia, the lowest priority
on the agenda was the political will and commitments
(17%).

Figure 19 — What are the priorities of the Green Agenda for the Western Balkans?

(MULTIPLE ANSWERS)
(All respondents - N=1200, share of total, %)
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Figure 20 provides an overview of the capacity of busi-
ness models in the Western Balkans to shift towards
circular economy model. The large grey areas suggest
that the region is lagging behind in this effort. At the
level of the region, almost a third of respondents (32%)
said they were not sure if their business model allows
for this, followed by another 32% who said that they
either did not consider this at all, or that it could be dif-
ficult to achieve without proper incentives. The share of
respondents who answered affirmative was only 14%.

Yet, there are apparent differences in the region. For
example, Albania is the forerunner with 28% of re-
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spondents revealing preparedness foraccommodating
their business models to a circular economy model.
Albanians were likewise the least to reject it (only 2%
said they were not considering this). On the other side
of the spectrum, Serbia (6%) and Republic of North
Macedonia (8%) showed the lowest readiness for cir-
cular model. The strongest direct rejection of the mod-
el is observed in Kosovo*, since 32% of respondents
claimed they were not considering such an adaptation.

Figure 20 — Does your current business model allow for a shift towards a circular

(economy) model?
(All respondents - N=1200, share of total, %)
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The key constraint to move towards circular econo-
my model is the additional cost, as 46% of respon-
dents claimed (Figure 21). Other problems are also
pronounced: lack of skills and expertise (16%), lack
of regulatory framework (15%), lack of government
subsidies (14%) and lack of consumer demand (9%).
The problem of the costs is the strongest in Serbia
and Republic of North Macedonia (67% and 63%, re-
spectively), while the lack of skills and expertise gains
prominence in Kosovo* and Bosnia and Herzegovina

60 80 100

W Itis difficult but could be achieved with proper
incentives (technical support/government subsidies etc.)

(25% and 20%, respectively). The problem of lack of
regulatory framework is likewise pronounced in Re-
public of North Macedonia (19%). While the areas of
a possible direct government intervention (regulatory
framework, government subsidies) are of lesser impor-
tance for embarking on a circular economy model, still
their appearance on the list of problems rings a bell for
governments to consider specific policy steps towards
securing enabling environment for circular business
models.
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Figure 21 — What are the main barriers to shifting towards circular economy in your line

of business?

(Those whose business model allows for a shift towards a circular model, N=173, share of total, %)
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Finally, access to finance remains the largest problem
faced by Western Balkan businesses when trying to
scale up their business, as 51% of them pointed to it
(Figure 22). The share of respondents who raised this
problem varies between 36% in Kosovo* and 56% in
Bosnia and Herzegovina. For Kosovo*, for example, the
competition from incumbents have been equally worth
restraint to scaling up, and a second-ranked challenge

H Lack of government subsidies
W Lack of consumer demand

for Montenegro (31%), Republic of North Macedonia
(25%), Albania (23%) and Serbia (22%). For Bosnia and
Herzegovina, the lack of expensive technology has
been second-ranked (21%); while competition from in-
cumbents is the least ranked, because of a significant
12% of respondents for whom the lack of skills was also
important constraint to scaling up their business.

Figure 22 — What are the major challenges faced when trying to scale up your

business?
(All respondents - N=1200, share of total, %)
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BUSINESS ENVIRONMENT IN
THE WESTERN BALKANS

Western Balkan economies remain burdened by the
same obstacles to business operations over the years.
The Covid-19 pandemic has been the primary obstacle
to doing business across the Western Balkans in 2020,
with a score of 1.8 (Figure 23). Two standard key obsta-
cles continue to stand out in 2020: macroeconomic sta-
bility and migration crisis, as both received the lowest
score of 2.2 on 1-4 scale, signifying moderate obstacle.

Both registered worsening in 2020, particularly migra-
tion crisis whose score fell from 3.3 in 2019. Some wors-
ening of a smaller magnitude is observed as regards
the access to lend and title, telecommunications, trans-
port and electricity, social infrastructure, and crime. As
in 2019, the highest ranked factor (lowest obstacle) is
discrimination based on ethnicity, gender, age, sexual
orientation.

Figure 23 — Can you tell how problematic are these different factors for the operation
and growth of your business? Can you please rate each?
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means major obstacle, 2 moderate obstacle, 3

minor obstacle and 4 no obstacle, mean)
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Table 1 presents the scores for each Western Balkan
economy. Unanimously, the Covid-19 pandemic is the
prime obstacle in each economy, with the lowest score
in Republic of North Macedonia (1.4). The second ob-
stacle is macroeconomic instability and migration cri-
sis. The low positioning of macroeconomic instability
comes as a surprise, but likely reflects the slow actual
and potential growth across the region, including the
issues such as unstable prices or exchange rates, which
have not been an apparent issue lately. On the other

hand, informal economy is a significant problem across
the region, with shares of undeclared economy in total
economy ranging between 20% and 40%. On the other
side of the spectrum, discrimination based on ethnici-
ty, gender, age and the like is identified as the smallest
obstacle in all Western Balkan economies, despite, for
instance, in Bosnia and Herzegovina where the nega-
tive image of the economy in the region gained equal
prominence.

Table 1 - Can you tell how problematic are these different factors for the operation and
growth of your business? Can you please rate each?
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means major obstacle, 2 moderate obstacle, 3

minor obstacle and 4 no obstacle, mean)

Western Bosnia and LTS
Albania . Kosovo* of North Montenegro Serbia
Balkans Herzegovina .
Macedonia

Macroeconomic instability 2.1 22 2.1 2.2 2.1 1.9 2.3
Access to land and title or leasing 2.8 29 2.6 2.7 3.1 2.7 2.8
of land
Telecommunications, 2.8 2.8 25 2.6 33 2.6 29
transportation and electricity
Customs and trade regulations 2.7 2.8 24 2.8 3.1 2.6 2.8
Informal economy and anti- 2.2 25 2.1 25 2.2 1.9 2
competitive practices of other
competitors
Availability of labour 2.6 2.8 25 2.8 25 24 2.7
Skills and education of available 2.7 2.8 24 29 2.7 2.5 29
workers
Social infrastructure which should 29 3 2.6 3 33 2.7 3
enable women to accept and
develop leading business positions
(maternity leave, kindergartens
etc.)
Organised crime, street crime, theft 2.6 2.7 2.3 2.6 2.7 2.7 2.7
and/or violent crime
Political or social instability, 23 2.5 2 2.6 23 2.1 2.5
breakup of law and order and
uncertainty about regulatory
policies
Business licensing and permits 25 29 23 2.7 2.6 24 24
Access to financing and cost of 2.2 23 2.1 24 23 2 2.2
financing
Labour regulations 2.6 29 24 2.6 2.8 25 24
Contract violations by customers 25 2.8 23 2.7 2.7 2.2 24
and suppliers and functioning of
the judiciary
Tax administration and tax rates 24 2.6 2.2 25 2.6 1.9 23
Corruption 2.2 23 2.2 2.5 2.2 24
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Western Bosnia and Republic
Albania . Kosovo* of North Montenegro Serbia
Balkans Herzegovina :
Macedonia

Migration crisis 2.7 2.2 2.7 2.2 3.1 3.2 3.1
Covid-19 Pandemic 1.7 1.8 1.8 1.7 1.6 1.4 1.7
Discrimination based on ethnicity, 3.2 33 29 3.1 35 3.2 33
gender, age, sexual orientation,
or other
Negative image of your economy or 2.8 3 23 3.1 29 2.7 3
the Western Balkans region

A couple of key factors related to government conduct
have been assessed by respondents as being very neg-
ative to very positive. Figure 24 reveals a worsening
trend across all investigated factors. Governance, pub-
licintegrity and corruption records the highest share of
respondents who said them to be negative or very neg-
ative, with a total share (36%) remaining unchanged
compared to 2019. Transparency of government regu-
lations, coordination of regulatory authorities, predict-

ability of conduct of public agencies and consultation
process, all registered an increase in the negative per-
ception, on top of the widening share of respondents
who considered some of these obstacles are neither
positive nor negative. This resulted in shrinking shares
of respondents observing these as positive or very pos-
itive, except for digitalisation of public services which
received the largest share of positive or very positive
opinion (41%).

Figure 24 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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The next figures observe each of the limiting factors by
individual economy of the Western Balkans. Figure 25
presents the evaluation of governance, public integrity
and corruption and suggests that this is a strong or a
very strong issues for businesses in Bosnia and Herze-
govina, as 51% of respondents said it to be it as negative
or very negative. Kosovo* (46%) and Republic of North
Macedonia (43%) feature slightly below Bosnia and
Herzegovina. On the other end, the share of respon-

dents with negative inclination towards governance is
significantly lower in Serbia (19%), Albania (27%) and
Montenegro (32%). Such hesitation across the Western
Balkans on the governance issue is likewise reflected in
the large share of respondents who provided neutral
assessments (soaring up to around 50%). Yet, 31% of re-
spondents in Serbia and 20% in Albania who assessed
governance as positive should not be overlooked and
may be considered significant.

Figure 25 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? Governance,

public integrity and corruption

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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Transparency of regulations and decision-making is
observed similarly (Figure 26). Bosnia and Herzegovi-
na, Kosovo* and Republic of North Macedonia feature
worse compared to the other three economies of the
Western Balkans, with shares of negative or very neg-

I Very positive

V¥ Significantly lower than 2019

«ll= Mean

ative perceptions on transparency ranging between
38% and 47%. Again, Albania and Serbia do have a sig-
nificant share of respondents who consider transparen-
cy positive or very positive, 33% and 43%, respectively.
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Figure 26 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? Transparency of
government regulations and decision-making

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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Coordination and communication between regulatory
authorities is assessed slightly more favourable, despite
with similar patterns across the Western Balkan econo-
mies (Figure 27). The share of neutral respondents is
dominant with regards to this obstacle, particularly

Republic of
North Macedonia Balkans

M Positive

I Very positive

Montenegro Serbia Western

A Significantly higher than 2019
V Significantly lower than 2019

«)= Mean

in Kosovo* (58%) and Bosnia and Herzegovina (48%),
while Serbia and Albania stand out with the share of
positive and very positive attitudes, 38% and 34% re-
spectively, followed by Republic of North Macedonia
(28%).
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Figure 27 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? — Coordination
and communication between regulatory authorities

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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Predictability and stability of policies and rules is an
acute problem of the economies in the region; howev-
er, with distinct intensity (Figure 28). Bosnia and Herze-
govina pioneers this problem, with 45% of respondents
being negative or very negative and another 46% who
were neutral. Kosovars are slightly less negative (32%)
and slightly more neutral (57%). The same patterns are
observed in Republic of North Macedonia and Monte-

I Very positive

v Significantly lower than 2019

«ll)= Mean

negro, despite the share of respondents who answered
positively being significant in the two economies: 24%
and 16%, respectively. The share of respondents who
had positive attitude regarding predictability is the
highest in Albania (41%) and Serbia (31%), while the
largest number of responses reflecting very positive
perceptions are found in Serbia (5%) and Montenegro
(3%).
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Figure 28 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? — Predictability

and stability of policies and rules

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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Policies and regulations are strongly connected with
the conduct of public agencies in their execution. It is
likely that the predictability of the conduct mimics the
predictability of regulations and policies, as Figure 29

reveals. Namely, Bosnia and Herzegovina display the
most of negative or neutral stance, while Albania, Ser-
bia and Republic of North Macedonia reveal a non-neg-
ligible positive stance.

53



54

Balkan Barometer 2021 - Business Opinion - Analytical report

Figure 29 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? — Predictability
of the conduct of public agencies (such as regulatory authorities)

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 30 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? — Existence of
effective processes in place for consultation on proposed laws and regulations

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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The process of consultation in the adoption of laws and
regulations is crucial in the Western Balkans, as all of the
economies have been acquiring relevant skills and ap-
proaches over the preceding decades. Still, majority of
respondents are negative or neutral regarding the exis-
tence of such consultative process (Figure 30). The sit-
uation is particularly adverse in Bosnia and Herzegov-
ina and Kosovo*, whereby the shares of respondents

with negative or neutral attitude soar as high as 87%
and 89%, respectively. On the other hand, Serbia (31%),
Albania (30%) and Republic of North Macedonia (25%)
saw shares of respondents who took positive attitude
about the existence of consultation processes. Signifi-
cant share of respondents expressing very positive per-
ception with 6% is found only in Serbia.

of total, %)
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Finally, the stance on the digitalisation of services re-
veals slightly different and more positive picture (Fig-
ure 31). The share of respondents who said digitalisa-
tion of public services to be related to government
conduct is quite low in Albania and Serbia (6% each)
and goes up to 28% in Bosnia and Herzegovina, still
revealing improvement compared to 2019. The shares

of respondents with neutral stance are lower, sparing
space for respondents who clearly articulated very pos-
itive stance. Namely, only‘very positive’answers regard-
ing digitalisation of public services represent meaning-
ful shares, ranging from 2% in Bosnia and Herzegovina
to 20% in Albania.
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Figure 31 — How do you perceive the following factors related to government conduct,
based on your experience or of other investors that you have heard of? — Digitalisation

of public services

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very negative and 5 very positive, share

of total, %)
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The next set of obstacles refers to the process of ob-
taining various business-related licenses (Figure 32).
Among the six identified obstacles, the burdensome
number of procedures, requirements, paperwork and
cost stands out, corroborating the widespread reliance
on parafiscal charges of central and local authorities in
the Western Balkans. 31% of respondents pointed out
to this as being a big or very big obstacle, followed by
42% of those who identified it as a moderate obstacle.
Excessive discretionary power of government officials
is ranked second (28% of respondents pointing out to
is as being big or very big obstacle), while the lack of

availability and accessibility of relevant information is
ranked third (26%).

The ranking of the other three identified obstacles
has been more favourable. For example, 34% of re-
spondents said the need to rely on personal or private
connections to solve a problem has been a small or no
obstacle, while 33% said so for the lack of digitalised
processes related to obtaining the licenses. The share
of respondents pointing out to a moderate obstacle
has been dominant across all six obstacles, standing at
around 40%.
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Figure 32 — In the process of obtaining licenses for your business, how much of an

obstacle were the following factors?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an

obstacle at all, share of total, %)
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Below is a review of within-region variations for each
of the identified six obstacles to obtaining licenses in
the Western Balkans. Figure 33 presents the evaluation
of the number of procedures, requirements, paperwork
and cost. This is considered a big or very big obstacle in
Montenegro (44%), Bosnia and Herzegovina (42%) and
Republic of North Macedonia (36%). Kosovo* stands

H Minor obstacle

M It’s not an obstacle at all

A Significantly higher than 2019
V Significantly lower than 2019

«)= Mean

out as this obstacle has been ranked moderate by 62%
of the respondents. The remaining two economies, Al-
bania and Serbia, considered this obstacle less of an
issue, with 46% and 24% of respondents, respectively,
labelling it as a small or no obstacle at all. Surprising-
ly, the share of the latter is large in Republic of North
Macedonia (35%), revealing a highly polarised opinion.
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Figure 33 — In the process of obtaining licenses for your business, how much of
an obstacle were the following factors? — Burdensome number of procedures,

requirements, paperwork and cost

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an

obstacle at all, share of total, %)
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Similar pattern is observed as regards the lack of avail-
ability and accessibility of relevant information (Fig-
ure 34). Montenegro, Bosnia and Herzegovina and
Republic of North Macedonia feature large shares of
respondents who considered this to be big or very big

obstacle, 39%, 36% and 30%, respectively. Kosovo* has
a dominant share of respondents who consider this a
moderate obstacle (56%), while Albania features the
largest share of those who considered this a small or
no obstacle.

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 34 — In the process of obtaining licenses for your business, how much of an
obstacle were the following factors? - Lack of availability and accessibility of relevant

information

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an

obstacle at all, share of total, %)
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The evaluation of the excessive discretionary power of
government officials and inconsistent application of
regulations brings a more stringent picture (Figure 35).
Albania joins the group consisted of Bosnia and Herze-
govina, Republic of North Macedonia and Montenegro,
which stand out in revealing this to be a big or very big

obstacle to obtaining licenses. However, of the four,
Albania and Republic of North Macedonia have large
shares of respondents who considered this to have
been a small or no obstacle, 39% and 44%, respectively.
57% of Kosovars reported it as being a moderate ob-
stacle.
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Figure 35 — In the process of obtaining licenses for your business, how much of an
obstacle were the following factors? - Excessive discretionary power of government
officials and inconsistent application of regulations

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an
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Figure 36 — In the process of obtaining licenses for your business, how much of an
obstacle were the following factors? - Explicit or implicit norm to give bribes

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an
obstacle at all, share of total, %)
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The picture further changes on the assessment of the
explicit or implicit norm to give bribes (Figure 36).
Republic of North Macedonia is the leader whereby
41% of respondents considered bribery as a small or
no obstacle at all. This share is large in Albania (38%),
however the share of respondents who assessed brib-

ery as a big or very big obstacle is quite smaller than in
Republic of North Macedonia: 22% compared to 30%.
Similar distribution is portrayed in Kosovo* and Serbia.
Bosnia and Herzegovina and Montenegro offer a more
balanced picture of respondents revealing big versus
small obstacle.
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Business representatives in Republic of North Mace-
donia, Montenegro and Bosnia and Herzegovina need
to rely on personal/ private connections to solve prob-
lems more frequently than in the other three econo-
mies of the Western Balkans (Figure 37). The share of
those saying that this has been a big or very big ob-
stacle in these three economies is 35%, 34% and 30%,

respectively. At the same time Republic of North Mace-
donia has a large share of respondents noting personal
connections as a small or no obstacle (41%), while their
largest share is observed in Albania (48%). Serbia and
Kosovo* feature dominant share of respondents who
considered personal/private connections a moderate
obstacle, with 48% and 47%, respectively.
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Figure 37 — In the process of obtaining licenses for your business, how much of an
obstacle were the following factors? - Need to rely on personal/ private connections to
solve problems

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an
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Figure 38 — In the process of obtaining licenses for your business, how much of an
obstacle were the following factors? - Lack of a fully digitalised process for application
and approval of the license

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very big obstacle and 5 it's not an

obstacle at all, share of total, %)
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Previous patterns are further observed also with regard
to the lack of a fully digitalised process for application
and approval of the license (Figure 38). Around 53% of
respondents in Albania did not consider this to an ob-
stacle, followed by Republic of North Macedonia (42%)
and Serbia (39%). The highest shares of respondents

claiming that this was a big or very big obstacle are in
Bosnia and Herzegovina and Montenegro (33% each).
Serbia and Kosovo* have a dominant share of respon-
dents considering digitalisation for obtaining licenses
as a moderate problem.
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Figure 39 presents a range of characteristics of business
environment. Businesspersons were asked to assess the
extent to which such characteristics have changed in
the previous year. The first thing to note is that the blue
colour dominates the graph, signifying that those char-
acteristics have been predominantly assessed as being
somehow worrying, from having stayed the same to
significantly worsening.

In 2020, the market size in the Western Balkans seems to
have remained a key obstacle: a total of 56% of respon-
dents said that the market size had worsened. This is
not surprising given that the economies of the Western
Balkans are all fairly small for both European and global
standards. This characteristic has been particularly pro-
nounced in 2020 when borders closed and movement
was restricted. However, there have been characteris-
tics which are not exogenously determined by the ge-
ography or size, i.e. which have been in a full control
of the governments, yet assessed as having worsened
in the business environment. Most notably, the macro-
economic stability and exchange-rate considerations
have been judged as having worsened (49%), likely
reflecting the fact that majority of the Western Balkans
maintain de-facto or de-jure fixed rates to the euro

which constrains the space for independent monetary
policy.

Likewise, the political stability and security has been as-
sessed as worsening by 47% of respondents, followed
by the availability of financial capital in the domestic
market (42%). Both issues have been on the plate in the
Western Balkans for a long period of time and, despite
some notable advances achieved lately, the Covid-19
crisis likely aggravated the conditions and the percep-
tion thereof.

There have been some notable shifts compared to
2019. For example, the cost of labour has been assessed
as aggravating in 2019 (38% said somewhat or signifi-
cantly worsened), followed by the availability of labour
(36%). It is not surprising that the Covid-19 crisis allevi-
ated this problem, as labour-market pressure subsided
given job losses and, in some Western Balkan econo-
mies, given the return of emigrants, hence increasing
the idle labour pool. Yet, the political stability and se-
curity has been ranked a third constraining factor (33%
said it to be somewhat or significant worsening), which
lingers over time and is unrelated to the pandemic.
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Businesspersons predominantly revealed no change in
2020 for the majority of factors. For example, 59% re-
ported access to land and real estate has not changed,
57% said so for the talent and skill of the labour pool,
54% for the tax rates, and 53% for each of the busi-
ness-friendly legal and regulatory environment and the
availability of linkages with the domestic firms.

On the positive side, the availability of government dig-
ital administrative services had the largest share of re-
spondents reporting improvement (30%), followed by

the availability of government support schemes to em-
ploy vulnerable workers (25%) and technological inno-
vation and capacities (21%). Compared to 2019, these
three retained their positive contribution to business
environment, but many other factors such as physical
infrastructure, availability of financial services tailored
by industry and availability of linkages with local firms,
which had earlier gained prominent shares of respon-
dents reporting improvement, lost their importance in
2020.

Figure 39 — How have the following characteristics of the business environment in your
economy changed over the last 12 months?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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The overview of the distribution of each constraining
factor to doing business economy-by-economy is giv-
en below. Figure 40 presents the market size and sug-
gests it is a key limiting factor in each of the Western
Balkan economy, yet to some varying degrees. Appar-
ently, the market size is considered a worsening factor
in Kosovo* (70% responded that its role somewhat or
significantly worsened), followed by Republic of North
Macedonia (61%) and Montenegro (63%). This factor is

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

featuring better for Serbia and Albania, whereby 17% of
respondents in each economy considered that the role
of market size and potential improved. This is likely a
reflection of the actual market size in Serbia, being the
largest among the Western Balkan economies, and the
access to the Adriatic Sea of Albania, hence both being
important advantages compared to the other Western
Balkan economies.

Figure 40 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? — Marker size and potential
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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Macroeconomic stability and exchange rate consider-
ations particularly worsened in Montenegro (Figure
41), where 68% of respondents reported some or total
worsening. This may have been strongly determined
by the total euroization of the economy, prohibiting
enforcement of any other monetary policy. The situa-
tion is similar in Kosovo* (65%) inter alia reflecting the
heavy reliance of the economy on remittances which
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are important for the maintenance of the balance of
payments stability. The role of macro-stability has been
assessed as more favourable in the other economies of
the Western Balkans, and particularly in Serbia which is
the only economy that maintains larger margin of flex-
ibility of its exchange rate; there, 17% of respondents
considered macro-stability to have improved, while
52% to have not changed.
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Figure 41 — How have the following characteristics of the business environment in

your economy changed over the last 12 months? - Macro-economic stability and
favourability of exchange rate

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
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Figure 42 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Availability of labour

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
improved, share of total, %)
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Availability of labour has been a particular constraint to
doing business in Kosovo*, where 52% of respondents
noted worsening (Figure 42). In all the other econo-
mies, this factor eased during the Covid-19 crisis, re-
flecting the larger availability of workers due to loosing
of jobs or return of emigrants in some economies like

B Somewhat improved
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A Significantly higher than 2019
v Significantly lower than 2019
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Serbia and Albania. Indeed, 63% of respondents in Ser-
bia and 50% in Albania said this factor remained intact.
Both economies feature the largest share of respon-
dents who considered the situation with the availability
of labour improved (16% and 21%, respectively).
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The labour cost remains an obstacle (Figure 43). The
share of respondents who judged labour cost as wors-
ening slightly reduced compared to 2019, mainly at the
benefit of those who considered it the same as in 2019.
This is likely because the reduced pressure of the crisis
onto the availability of labour contributed to easing the
pre-existing pressure on wages. The share of respon-
dents articulating improving labour costs shrunk like-
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wise. Such a picture is not diverse across the Western
Balkan economies, with slight exception of Republic of
North Macedonia, where the share of those reporting
that labour costs significantly aggravated in 2020 is
larger than in other economies (15%) and likely reflects
the pressure on wages brought with the sustained in-
crease of the minimum wage even during the crisis
times.
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Figure 43 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Labour force cost

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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Along with the considerations about the availability and
cost of labour, the situation with the talent and skills of
the labour force generally remained intact across the
WB economies (Figure 44). 52% to 66% of respondents
said the situation with the skills did not change, which
is expected as skills do not considerably change over
the short run. However, Kosovo* and Republic of North
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Macedonia experienced largest shares of respondents
considering them to be worsening (a third of respon-
dents in each economy reported some or significant
worsening), while on the other hand, Albania and Ser-
bia reported largest shares of respondents considering
improvement (27% and 23%, respectively, reported
some or significant improvement).
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Figure 44 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Talent and skills of labour pool
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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The picture is assorted across the Western Balkans
when infrastructure is considered (Figure 45). Kosovo*
faces the largest obstacles with its physical infrastruc-
ture, as 30% of respondents considered it worsening,
while another 58% said it remained unchanged. Koso-
vo* is followed by Bosnia and Herzegovina (28% and
57% of respondents, respectively) and Montenegro
(26% and 58%, respectively). Republic of North Mace-
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donia and Serbia, while featuring significant shares of
respondents with negative or neutral opinion on infra-
structure, still stand out with the shares of them report-
ing improvement: 24% in Serbia and 21% in Republic of
North Macedonia said infrastructure improved to some
or significant extent. Still, Albania is the leader in this
regard, as 39% of respondents perceived improving in-
frastructure in the economy over the past year.

69



70

Balkan Barometer 2021 - Business Opinion - Analytical report

Figure 45 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Physical infrastructure
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
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Figure 46 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Access to land or real estate
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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On the other hand, access to land and real estate did
not see large improvements in any of the Western Bal-
kan economies (Figure 46). Respondents revealing
no change in this regard remained dominant (53% to
64%). Yet, Kosovo* stands out as the loser since 35% of
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respondents revealed some or significant worsening.
On the other extreme, Serbia and Albania seem to be
the gainers, since 20% and 21%, respectively, saw im-
provement.

improved, share of total, %)
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Amid the crisis, the availability of financial capital in the
domestic market largely deteriorated (Figure 47). This
may have been a reflection of the crisis imposed by the
pandemic, whereby sources of finance in the domes-
tic market drained, hence governments swiftly turned
to securing financing from international sources. De-
terioration of domestic financial markets has been
perceived the largest in Kosovo* (52% of respondents
reported some or significant worsening), followed by
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Montenegro (48%) and Republic of North Macedonia
(44%). Conditions were slightly easier in Serbia and
Albania, where 15% of respondents considered the fi-
nancial situation improving. However, the aggravating
perceptions across all WB economies are quite stronger
compared to what respondents perceived in normal
times during 2019, when those who reported signifi-
cant worsening stood at around negligible 1% to 8%,
while in 2020 such range is 3% to 16%.
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Figure 47 — How have the following characteristics of the business environment in

your economy changed over the last 12 months? - Availability of financial capital in the
domestic market

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
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Figure 48 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Political stability and security

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
improved, share of total, %)
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Political stability and security, on the other hand, re-
tained its distribution as before, suggesting that it was
a factor largely unrelated to the consequences of the
Covid-19 crisis (Figure 48). Only Serbia and Albania
saw non-negligible shares of respondents perceiving
improvement (17% each), while the shares of those
considering worsening ranged between 42% in Repub-
lic of North Macedonia and 54% in Bosnia and Herze-

H Somewhat improved

I Significantly improved

A Significantly higher than 2019
V Significantly lower than 2019

=)= Mean

govina. The accession to NATO may explain portion of
the improvement in Republic of North Macedonia (56%
in 2019), while the deterioration in BiH (44% in 2019)
may have been a result of the burden that the political
structure inflicted on the management of the crisis. Ser-
bia and Republic of North Macedonia have the largest
shares of respondents who considered political stabili-
ty issue to have remained unaffected.
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Technological innovation and capacities in 2020 most-
ly lagged in Kosovo* (Figure 49): 88% of respondents
observed worsening or unchanged situation in this re-
gard. The other Western Balkan economies did not do
much better than Kosovo*: in Republic of North Mace-
donia 30% reported worsening, while 49% unchanged
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position; in Bosnia and Herzegovina 24% and 53%, re-
spectively; in Montenegro 23% and 49%, respectively;
in Serbia, 17% and 56%, respectively. These shares are
smaller only in Albania, making way for respondents
who considered technological capacities and innova-
tion improving: 38% reported so.
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Figure 49 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Technological innovation and capabilities
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
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Figure 50 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Tax rates
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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Tax rates exercised more worsening than improving
effect on business environment (Figure 50). Respon-
dents in Kosovo* assessed this aspect quite unfa-
vourably: 40% as worsening and 54% as unchanged,
making some room for those who considered any im-
provement in tax environment. In the other Western
Balkan economies, the response has been more favour-
able, but the dominant blue parts in Figure 50 suggest
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that businesses remain generally dissatisfied with the
tax rates. It is worth noting that, for example, all except
Albania run flat and low tax rates in case of personal
income tax, and mostly for the profit tax, but express
lower confidence in the tax system than Albania, which
runs progressive income tax structure. In Albania, 42%
of respondents said tax rates somewhat or significantly
improved.
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Regulatory environment is least friendly to businesses
in Bosnia and Herzegovina (Figure 51), where 41% of
respondents denoted some or large worsening in the
last year. This share is likewise large in Kosovo* (35%),
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Republic of North Macedonia (33%) and Montenegro
(27%). Serbia and Albania stand out with their shares
of respondents revealing improving conditions in the
regulatory environment: 19% and 28%, respectively.
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Figure 51 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Business-friendly legal and regulatory
environment

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 52 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Availability of linkages with local firms

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
improved, share of total, %)
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Similar pattern is observed when businesspersons were
asked about their linkages with local firms (Figure 52).
While this is an important aspect, particularly for the
rooting of foreign-owned factories in the domestic
economy so as to be faster included in the global value
chains, all Western Balkan economies recorded worsen-
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ing in 2020. Such worsening may have been, inter alia,
a result of supply chains breaking due to the pandem-
ic. The worse performer is Kosovo*, followed by Bosnia
and Herzegovina. Again, Serbia and Albania are best
performers, since their shares of respondents revealing
improvement outweigh those denoting worsening.
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Western Balkan economies perform slightly better in
terms of the perception of digitalisation of public ad-
ministrative services than on the other aspects of busi-
ness environment (Figure 53). The leader is Albania
where half the respondents considered digitalisation
to have improved in the last year, followed by Serbia
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=)= Mean

(38%), Republic of North Macedonia (33%), Montene-
gro (25%), Kosovo* (20%) and Bosnia and Herzegovina
(19%). The latter is the economy with the largest share
of respondents who considered this indicator worsen-
ing: 28% perceived some or large worsening of public
services digitalisation agenda.
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Figure 53 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Availability of government digital service
to complete administrative procedures

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly
improved, share of total, %)
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Conclusions are similar when government services are  since only 6% reported improvement of services, fol-
assessed in terms of assisting those furthest left behind  lowed by Bosnia and Herzegovina (12%). Albania is the
(Figure 54). It is the government of Kosovo* which was  champion, with 44% of respondents considering im-
considered to have done least for vulnerable groups, provement on this indicator, followed by Serbia (36%).

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 54 — How have the following characteristics of the business environment in
your economy changed over the last 12 months? - Availability of government support

schemes to employ vulnerable groups

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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Finally, the assessment of the extent to which financial
services in the economy are tailored to the industry de-
mands reveals diverse picture (Figure 55). The laggards
are again Bosnia and Herzegovina and Kosovo*, where
28% and 24%, respectively, revealed some or large
worsening; while the frontrunners are Albania and Ser-

bia where 31% and 22%, respectively, considered im-
provement. Interestingly, Republic of North Macedonia
stands in the middle, since it portrayed a large share
of respondents considering worsening (29%), as well
a large share of them considering improvement (25%).
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Figure 55 — How have the following characteristics of the business environment in your
economy changed over the last 12 months? - Availability of financial services tailored

by industry

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means significantly worsened and 5 significantly

improved, share of total, %)
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Western Balkans executives are moderately satisfied
with the availability, quality, and affordability of trans-
portation infrastructure (Figure 56). On 1-5 scale, it has
been assessed with 3, a slight deterioration compared
to 2019. There are some variations within the region,
ranging from 2.8 in Bosnia and Herzegovina and Mon-
tenegro to 3.5 in Serbia. However, compared to 2019,

l Somewhat improved
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A Significantly higher than 2019
V Significantly lower than 2019

«ll)= Mean

these differences somehow ironed out, since in 2019
the range was between 2.6 (Bosnia and Herzegovina)
and 3.7 in Kosovo*. So, during the pandemic, Kosovo*
is the largest decliner to 2.9, while Albania, Bosnia and
Herzegovina and Serbia denoted enhancements. In-
frastructural investment on the Corridors X and Xl re-
vealed a clear reflection in this indicator.

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 56 — For your business purposes, how would you rate the combination of
availability, quality and affordability of road, railroad, waterway and air transport in your
economy?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very poor and 5 excellent, mean)

3.5
3.0
! |
2.5
Albania Bosnia and Kosovo* Republic of Montenegro Serbia Western Balkans
Herzegovina North Macedonia

=)= Combination of availability, quality and affordability of road, railroad, waterway and air transport

Executives in the Western Balkans are largely satisfied  Albania noted a small increase from 3.2 to 3.3. Differ-
with energy infrastructure in their economies (Figure ences across the region likewise ironed out, but Serbian
57). However, the average score of the region of 3.3 is managers are most satisfied with energy infrastructure
falling behind 2019’s average by a significant 0.4 points.  in the region (3.8), while their Kosovar counterparts oc-
AllWB economies except Albania noted a decline, while  cupy the other end of the spectrum (2.9).

Figure 57 — For your business purposes, how would you rate the combination of
availability, quality and affordability of electricity, gas and water supply in your
economy?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means very poor and 5 excellent, mean)
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The next graphs observe certain recent developments
induced either by the pandemic or by some initiatives
inherent for the Western Balkans. Figure 58 assesses
the engagement of businesses in online trade in the
last year. While we have no basis for comparison (as
this issue popped up as important only in 2020 due to
the pandemic circumstances), we observe large shares
of blue in the figure, reflecting at least some degree of
online trading. Even daily online trade had significant
shares in the Western Balkans: on average 8%, and vary-
ing between 4% in Kosovo* and 15% in Albania. The
monthly engagement in online trade averaged 16%,

with variation from 8% in Kosovo* to 25% in Bosnia and
Herzegovina. Quarterly online trade averaged 9%, and
ranged from 6% in Kosovo* to 26% in Bosnia and Herze-
govina. While Bosnia and Herzegovina is the apparent
frontrunner in online trade and Kosovo* is the apparent
laggard in 2020, it comes as a surprise that more than
half of businesses in Serbia (56%) and Republic of North
Macedonia (52%) did not engage in online trade, while
45% in Montenegro did that only occasionally. There-
fore, amid the pandemic, while online trade found its
way and popularised in the Western Balkans, large
shares of businesses still lagging behind in this regard.

Figure 58 — How often have you engaged in selling and buying online during the last

year?
(All respondents - N=1200, share of total, %)
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These findings are corroborated with the finding that
53% of businesses switched to more online/digital ser-
vices during the pandemic (Figure 59). Albania and

Bosnia and Herzegovina made most of the advances
(63% each), while Kosovo* and Republic of North Mace-
donia least of it (41% and 48%, respectively).

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 59 — Did you switch to more online/digital services during the last year?

(All respondents - N=1200, share of total, %)
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In Albania such a switch has been clearly driven by
the Covid-19 crisis, as confirmed by two thirds of re-
spondents (Figure 60). On the other hand, Bosnia and
Herzegovina, which showed excellent results in online
trade, reveals nearly half of it to be driven by the pan-
demic, but other 12% by the cost advantage of the
sales method, which is hardly the case in other Western

Balkan economies. Republic of North Macedonia iden-
tified easiness and speed as more important reasons for
the switch than the Covid-19 itself (54%). The graphs
show the pandemic as a clear cause for the switch to
more online trade, but also reveal other factors which
may be equally relevant for businesses.
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Figure 60 — The reason for switching to online/digital services
(Those who have switched to more online/digital services, N=633, share of total, %)
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Those who did not switch to online trade (Figure 61)
mainly did not feel necessity for so doing, on average
79%. Kosovo* has the largest share (94%) of non-switch-
ers not feeling a necessity to go for online trade. Yet, it

l Mainly Driven by Covid Induced context

is also important to note that on average 9% said they
did not have the required skills to use online services
and this share ranges from very small in Kosovo* (3%)
to very large in Serbia (17%).

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 61 — The reason for NOT switching to online/digital services
(Those who have not switched to online/digital services- N=565, share of total, %)
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Beyond the pandemic consequences, businesspersons
in the Western Balkan reiterated their positive attitude
towards the Regional Roaming Agreement (Figure 62).
38% said that its impact had been positive or somehow
positive, despite worrisome 28% who said there was
no impact and 20% were not aware of it. A small share
totalling 14% considered that its impact will be posi-
tive if all charges within the region are eliminated, and
charges between the region and the EU are reduced.

Albanians and Kosovars have predominant positive
attitude towards the Regional Roaming Agreement,
as 49% and 51%, respectively, considered it positive or
somehow positive. On the other hand, Serbians and
Montenegrins were mostly hesitant, as 34% and 33%,
respectively, judged no impact. Large shares in each
economy were unaware of RRA, ranging from as small
as 11% in Serbia and Bosnia and Herzegovina, to as
large as 29% in Montenegro and Albania.
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Figure 62 — How would you rate the impact the Regional Roaming Agreement has on

your business operations? It had:
(All respondents - N=1200, share of total, %)
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Western Balkan business owners or senior managers
were predominantly resident of their own economy,
i.e. did not spent time living and working abroad (Fig-
ure 63). This was the case, on average, for 80% of re-
spondents, with shares ranging from 74% in Albania to

60 80 100

W Higher positive effect is expected with complete
elimination of roaming charges in the WB6

[l Higher positive effect is expected with substancial
reduction n of roaming charges between WB7 and EU
1 am not aware of any Regional Roaming Agreement

88% in Serbia. Albanians reported most of the cases, in
relative sense, of those that spent time abroad (24%),
followed by Bosnia and Herzegovina and Kosovo* (21%
each), which may be a reflection of the size of diaspora
of these economies.

BUSINESS ENVIRONMENT IN THE WESTERN BALKANS

Figure 63 — Have any of your company’s owners or senior managers spent time living
and working abroad as members of the diaspora?

(All respondents - N=1200, share of total, %)
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Finally, Western Balkan businesses will undoubtedly
benefit from travelling across the region with ID cards
only (Figure 64). 61% of respondents support this ini-
tiative which advanced to a considerable level, despite
the travel between some of the economies of the re-
gion still remains with further hurdles. Albanians and
Kosovars are those that support this initiative to the

largest extent (71% and 74%, respectively), while Ser-
bians are the least in favour of it (46%). The latter may
be driven by the fact that the Serbian economy is the
largest in the region and hence the most self-sufficient,
and by the unresolved political issues between Serbia
and Kosovo*.
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Figure 64 — Would it benefit your business if travel across the region was possible with
a valid ID card only?
(All respondents - N=1200, share of total, %)
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LEGAL AND REGULATORY FRAMEWORK

LEGAL AND REGULATORY

FRAMEWORK

Businesses in the Western Balkans remain unsatisfied
with the impact of their concerns in policymaking, with
only limited progress since the last assessment. Aggre-
gate findings on satisfaction with public sector perfor-
mance broadly follow last year’s pattern (Figure 65):
24% are not satisfied, 47% are neutral, while the rest is
satisfied to some or full extent. There are some inter-re-
gional variations, whereby businesses in Bosnia and
Herzegovina again showed the largest dissatisfaction
rate as 49% reported they were not happy with their

involvement in public policymaking. This share in Bos-
nia and Herzegovina is astonishingly high, as the sec-
ond-ranked economy - Kosovo*, features only 29% of
those dissatisfied. Serbia has the lowest rate of dissat-
isfaction (13%), while being dominated by those who
said that concerns of businesses are somehow consid-
ered, 56%, and recording 31% of those who showed
some or full satisfaction. The share of those satisfied is
largest in Albania, 37%.

Figure 65 — How much do you feel the government of your economy takes into account

the concerns of businesses?
(All respondents - N=1200, share of total, %)
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Around 11% of respondents think that companies de-
clare only half of their sales for tax purposes. Although a
large part (44%) believes that companies engage in lit-
tle or much in tax evasion (75%-100% of sales declared),
it is important to notice that a considerable share of
respondents (37%) did not want to answer. Figure 66
presents the perceived share of grey economy through

Very much WV Significantly lower than 2019

the lens of annual sales of firms and reveals that 19%
in the Western Balkans claim there is considerable eva-
sion, with some intraregional variations from 34% in
Kosovo* to 10% in Serbia. Such distribution has been
observed also in 2019, suggesting that Kosovo* did not
make important progress in this regard. However, the
overall increase of the percentage of perceived grey
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sales suggests that the pandemic aggravated the issue.
It is worth observing that the shares of respondents
who refused to provide an answer is very high, up to

57% in Montenegro, which may reveal the hesitation
and the propensity to turn to grey activities prompted
by the uncertainties imposed by the crisis.

Figure 66 — What percentage of total annual sales would you estimate a typical firm in
your area of business reports for tax purposes?

(All respondents - N=1200, share of total, %)
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Similar share of respondents said that wages remain
hidden from the formal economy, with 17% claiming
that declaration is only up to 75% of the real wage (Fig-
ure 67). Again, the problem is pronounced in Kosovo*
(32%), while the other Western Balkan economies hov-

Vv Significantly lower than 2019

er around the average. The large refusal rate for this
question (also quite larger than in 2019) may suggest
that the Covid-19 uncertainties led businesses to hide
part of their activity, hence also concealing such infor-
mation.

LEGAL AND REGULATORY FRAMEWORK

Figure 67 — What percentage of the actual wage bill would you estimate a typical firm
in your area of business reports for tax purposes?

(All respondents - N=1200, share of total, %)
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The grey area in the case of workers is most worrisome
(Figure 68), primarily because the perceived share
of unregistered workers climbs to 16% as compared
to 10% in 2019. The situation may have been aggra-
vated not but shutting down of jobs, but by more in-
tense conversion into informal jobs. While this may
be a temporary coping mechanism against the crisis,

V¥ Significantly lower than 2019

authorities will need to pay special attention to it once
the consequences of Covid-19 fade away. The share of
unregistered workers is the highest in Kosovo*, 43%,
presenting an increase from 38% in 2019. Kosovo* has
also registered the highest share of respondents (53%)
choosing not to answer this question, followed by
Montenegro (52%).
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Figure 68 — What percentage of the total number of employees would you estimate a
typical firm in your area of business registers with the relevant authorities?

(All respondents - N=1200, share of total, %)
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Figure 69 presents the opinion about the extent to
which laws and regulations are clear and do not change
frequently. On average, 44% of respondents agree to
certain or full extent, but this share ranges from as low

WV Significantly lower than 2019

as 26% in Bosnia and Herzegovina to as high as 64%
in Republic of North Macedonia. The largest neutral
stance (51%) is registered in Kosovo*.

LEGAL AND REGULATORY FRAMEWORK

Figure 69 — To what extent do you agree with the following statement - Laws and
regulations affecting my company are clearly written, not contradictory and do not

change too frequently?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly

agree, share of total, %, mean)
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The flow of information about laws and regulations is
likewise fairly well assessed (Figure 70). On average,
47% of respondents tended to or fully agreed that such
information is easy to obtain from authorities, with this
percentage being as high as 66% in Republic of North
Macedonia and 64% in Albania. Bosnia and Herzegovi-
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na (26%) and Kosovo* (30%) spell out as the laggards in
obtaining information in an easy manner, and particu-
larly so for Bosnia and Herzegovina where the share of
those who completely or partially disagreed with the
statement is the largest (31%).
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Figure 70 — To what extent do you agree with the following statement - Information on
the laws and regulations affecting my company is easy to obtain from the authorities?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
agree, share of total, %, mean)

LEGAL AND REGULATORY FRAMEWORK

Figure 71 — To what extent do you agree with the following statement - The state
administration’s interpretations of the laws and regulations affecting my company are
consistent and predictable?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
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Similar rating is provided to the interpretation of laws
and regulations by the state administration (Figure
71). 40% of respondents tend to or fully agree that ad-
ministration makes such interpretation consistent and
predictable, but such shares shrink to 23% and 26% in
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Bosnia and Herzegovina and Kosovo*, respectively. The
negative mood of respondents from Bosnia and Herze-
govina and Kosovo* towards laws and regulations and
theirimplementation is consistent all the way through.

agree, share of total, %, mean)
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39% of respondents considered that information held
by public authorities is granted in timely manner, but
the share shrunk compared to 2019 (Figure 72). Such a
share is as infinitesimal as 10% in Bosnia and Herzegov-
ina, at the expense of those who completely disagreed
(12%) or disagreed to some extent (28%). The winner in

a)= Mean

regard to obtaining public information in timely man-
ner is Albania and Republic of North Macedonia, where
those satisfied have been 56% and 54%, respectively.
The same conclusion follows on the pertinence and
completeness of such public information (Figure 73).
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Figure 72 — To what extent do you agree with the following statement - Requests for

information held by a government agency are granted in timely manner?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
agree, share of total, %, mean)

LEGAL AND REGULATORY FRAMEWORK

Finally, the cost for obtaining public information has  North Macedonia (46%), while, Bosnia and Herzegov-
been assessed as reasonable, on average, by 38% of re-  ina is the laggard with 39% of respondents showing
spondents (Figure 74). They were mostly satisfied with  dissatisfaction.

the costs in Albania (61%), Serbia (52%) and Republic of

Figure 74 — To what extent do you agree with the following statement - Requests for
information are granted at a reasonable cost?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
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Figure 73 — To what extent do you agree with the following statement - The information

provided is pertinent and complete?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1T means completely disagree and 5 strongly
agree, share of total, %, mean)
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The share of businesses which refrain from taking part
in a public tender or a public procurement procedure
even though it could have offered the goods or ser-
vices solicited is slowly reducing, reflecting the poten-
tial confidence accumulation in public authorities (Fig-

ure 75). This share is very low in Serbia (9%), halving
compared to 2019 (17%), while it is largest in Bosnia
and Herzegovina (34%), yet representing a reduction
from 2019 (40%).
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Figure 75 — In the past three years, has your company decided not to take part in a
public tender or a public procurement procedure even though you could have offered

the goods or services solicited?
(All respondents - N=1200, share of total, %)
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The key reason for non-participation in public tenders
remains to be the widespread perception that criteria
were tailor-made to fit specific tenderers (Figure 76).
35% of respondents who refrained from submitting
tender application provided this answer, on average,
for the whole region. However, some intraregional
differences are striking. For example, this is the top-
ranked reason in all economies save Albania, with
shares ranging from 20% in Kosovo* to 57% in Bosnia
and Herzegovina. In Kosovo*, respondents who said

A Significantly higher than 2019
V Significantly lower than 2019

none of the supplied reasons or who refused to an-
swer are almost equally shared. On the other hand, in
Albania, two thirds of the respondents said none of the
supplied reasons justified their non-appearance on a
tender procedure despite being able to supply the re-
quested goods and services. On the positive note also,
the share of respondents in the whole region who com-
plain about the tight deadlines (7%) and burden of the
procedures (6%) declined (16% each in 2019), which is
a considerable improvement.
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Figure 76 — If yes, was it for any of the following reasons?
(Respondents whose company decided not to take part in a public tender or a public procurement procedure -

N=303, share of total, %)
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15% of turnover is derived from public procurement
market in the Western Balkans (Figure 77). The share
is double in Bosnia and Herzegovina (30%) and the
smallest in Albania (9%), which may be correlated with
the doubts that Bosnian businesses usually have re-
garding the procedure being tailor-made to a specific

company. 77% of businesses have not been contacted
for any reason by public procurement entities (Figure
78), whereby this share is quite small in Bosnia and Her-
zegovina (57%), again resonating some potentially dis-
tinct processes pertinent to public procurements that
could be taking place there.
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Figure 77 — What is the share of the public procurement market in your company’s last
year overall turnover?
(All respondents - N=1200, share of total, %)

20

T O T R
17 7 A 3 8 3 1v
80 3 14 1 19 14 9
23
60
A
87
40 82
7 i 73 75
56
0 | |

Albania Bosnia and Kosovo* Republic of Montenegro Serbia Western Balkans
Herzegovina North Macedonia
\ \
’ 17 ? 13 n 15
30

A Significantly higher than 2019
WV Significantly lower than 2019

W Upto25% M 26%-50% M 51%-75% WM 76%-100% M DK/refuse Mean

Figure 78 — Have you been contacted for any reason by some public procuring entity
over the previous 3 years?
(All respondents - N=1200, share of total, %)
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Public procurement entities across the Western Balkans
contacted businesses on all aspects of the public pro-
curement process (Figure 79). Asked about four facets:
technical specifications, draft tender documents, draft
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contracts and the cost estimates, businesses did not re-
veal significant differences in the manner in which they
have been consulted. Yet, there have been some intra-
regional variations, as presented on the next graphs.

Figure 79 — Over the past three years, how often have public procuring entities been in

contact to consult you on the following?

(Respondents who have been contacted by some public procuring entities over the previous 3 years - N=269, %)
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The consultation process on the technical specifica-
tions has been most advanced in Montenegro (Figure
80), as two thirds of respondents said they were con-
tacted often or few times, followed by Bosnia and Her-
zegovina (64%) and Serbia (63%). Kosovo* is behind in

M Often W DK/refuse

A Significantly higher than 2019
¥ Significantly lower than 2019

securing consultative processes in the drafting of tech-
nical specifications, since 58% of businesses have been
contacted only once. In Albania, 15% - a non-negligible
share — was never contacted.
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Figure 80 — Over the past three years, how often have public procuring entities been in
contact to consult you on the following? - Technical specifications for goods, works or

services they intend to purchase

(Respondents who have been contacted by some public procuring entities over the previous 3 years - N=269, %)
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The drafting of tender documentation has been sub-
ject to consultation, but slightly less often than in the
case of the technical documents (Figure 81). In all
economies, except Kosovo*, respondents have been
contacted predominantly a few times, from 41% in
Albania to 56% in Bosnia and Herzegovina. However,
the frequency is quite lower in Kosovo*, where 61% of

Republic of
North Macedonia Balkans

Montenegro Serbia Western

Il Often [ DK/refuse

businesses were contacted only once. Similar pattern
is observed as regards the draft procurement contracts
(Figure 82) and cost estimates of the purchases (Fig-
ure 83), whereby the consultative process has been
most advanced in Bosnia and Herzegovina and - to an
extent — in Republic of North Macedonia, and least ad-
vanced in Kosovo*.

Figure 81 — Over the past three years, how often have public procuring entities been in
contact to consult you on the following? - The drafts of tender documents they prepare
(Respondents who have been contacted by some public procuring entities over the previous 3 years - N=269, %)
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Figure 82 — Over the past three years, how often have public procuring entities been

in contact to consult you on the following? - The drafts of procurement contracts they

prepare

(Respondents who have been contacted by some public procuring entities over the previous 3 years - N=269, %)
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Figure 83 — Over the past three years, how often have public procuring entities been in
contact to consult you on the following? - Cost estimates for goods, services or works
(Respondents who have been contacted by some public procuring entities over the previous 3 years - N=269, %)
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The reliance of businesses on guidelines or manuals
produced by the domestic procurement authority de-
clined in 2020 (Figure 84). Only 23% of respondents
across the region said they used such guidelines and
manuals, as opposed to 48% in 2019. Such practice

has been most prominent in Bosnia and Herzegovina
(39%), while least prominent in Serbia (11%). Albania,
Republic of North Macedonia and Serbia experienced
the largest drops in usage of procurement manuals
compared to 2019, when they scored over 50%.
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Figure 84 — Have you used guidelines or manuals produced by domestic procurement

authority in the past three years?
(Base = All 1200 respondents, %)
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The usefulness of such guidelines and manuals is gen-
erally assessed as limited, since across the region 13%
reported uselessness while another 55% usefulness
to some extent (Figure 85). In particular, the share of
those reporting slight usefulness increased from 6% in

2019, at the expense of those who reported usefulness
to a large extent. The variation within the region re-
veals that Kosovars find such guidelines mostly useless,
while the satisfaction is largest in Albania (50% report-
ed usefulness) and Serbia (43%).
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Figure 85 — Generally, how useful were the guidelines and manuals you used for

solving your practical problems?

(Respondents who have used guidelines or manuals produced by domestic procurement authority in the past

three years - N=271, scores are on a scale of 1 to 5 where 1 means not useful and 5 very useful, share of total, %,

mean)
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A quarter of respondents said they used the standard
forms or models provided by the domestic procure-
ment authority, a decline from 60% a year ago (Figure
86). Such share ranges from 15.5% in Albania to 36%
in Bosnia and Herzegovina. Dissatisfaction with the
standard forms or model plagued businesspersons in
2020, since 12% reported slight usefulness, while 52%

Republic of
North Macedonia Balkans

Montenegro Serbia Western

DK/refuse A Significantly higher than 2019

¥ Significantly lower than 2019

a)= Mean

fair usefulness, compared to 9% and 33%, respectively,
a year ago (Figure 87). The limited usefulness is most-
ly prevalent in Bosnia and Herzegovina and Kosovo*,
while the best performer seems to be Republic of
North Macedonia where 14% reported high usefulness
and another 43% usefulness to a large extent.
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Figure 86 — Have you used the standard forms or models provided by domestic
procurement authority in the past three years?
(Base = All 1200 respondents, %)
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Figure 87 — How would you rate the usefulness of the standard forms or models?

(Respondents who have used the standard forms or models provided by domestic procurement authority in the
past three years - N=306, scores are on a scale of 1 to 5 where 1 means not useful and 5 very useful, share of total,

%, mean)

100

80

60

40

20

Albania

Republic of
North Macedonia

Bosnia and Kosovo*
Herzegovina

M Notuseful W Slightly useful WM Fairly useful B Useful M Very useful

Montenegro

DK/refuse

Serbia Western
Balkans

A Significantly higher than 2019
WV Significantly lower than 2019

=)= Mean

107



108

Balkan Barometer 2021 - Business Opinion - Analytical report

Most of the respondents did not attend any training in
public procurement over the past three years (Figure
88), though a slight improvement is recorded relative
to a year ago (88% in 2020 versus 90% in 2019). The
most advantageous are businesspersons from Bosnia
and Herzegovina, where a quarter attended training,

as opposed to only 4% in Serbia. In Bosnia and Herze-
govina, 69% of respondents evaluated such training as
fairly useful, while the highest satisfaction is found in
Serbia, where a quarter reported high usefulness (Fig-
ure 89).

Figure 88 — Have you attended any training in public procurement in the past three

years?
(All respondents - N=1200, share of total, %)
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Figure 89 — How would you rate the usefulness of the training in general?
(Respondents who have attended training in public procurement in the past three years - N=137, scores are on a
scale of 1 to 5 where 1 means not useful and 5 very useful, share of total, %, mean)
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Only 17% of respondents contacted domestic procure-
ment authority for advice or other support, a slight im-
provement than a year ago (15%) (Figure 90). Again,
Bosnia and Herzegovina is ahead in this opportunity
by 31%, while Serbia is behind the other economies
(6%). The answers provided by procurement authori-
ties were somewhat (60%) or fully (35%) useful (Figure
91).In Bosnia and Herzegovina, where such service was

mostly used, respondents indicated limited helpfulness
of the answers (77%). The largest share of respondents
who found such answers entirely helpful were those
in Republic of North Macedonia (58%). Therefore, it
seems that Republic of North Macedonia and Serbia, to
a large extent, are the forerunners in the Western Bal-
kans in terms of how they handle public procurements.
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Figure 90 — Have you contacted domestic procurement authority for advice or other

support in the past three years?
(All respondents - N=1200, share of total, %)
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Figure 91 — Were the answers provided generally helpful?
(Respondents who have contacted domestic procurement authority in the past three years - N=202, %)
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Figure 92 and Figure 93 presents the satisfaction of
businesses with the public and digital services provided
to them. One-third of businesspersons reported some
or strong satisfaction with the public services provided
to them, a decline from 45% a year ago (Figure 92). This
share is the largest in Serbia (52%), almost the same as
in 2019 (51%), followed by Republic of North Macedo-
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nia (45%), slightly more than in 2019 (42%). The neutral
stance on public services for businesses is pronounced
in Kosovo* (53%), Bosnia and Herzegovina (45%) and
Montenegro (44%). Likewise, Bosnia and Herzegovina
leads the share of the completely dissatisfied business-
es (14%).

Figure 92 — Could you please tell me how satisfied are you with each of the following in
your place of living - Public services for businesses?
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely dissatisfied and 5 strongly

satisfied, share of total, %, mean)
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In terms of digital services for businesses, Figure 93
shows that 39% of respondents reported some or
strong satisfaction across the region, a large decline
from 2019 (50%). Serbia leads with 62% of businesses

DK/refuse V¥ Significantly lower than 2019

a)= Mean

being satisfied, followed by Albania (54%), while neu-
tral stance dominates in Kosovo* (47%) and Bosnia and
Herzegovina (46%).



112

Balkan Barometer 2021 - Business Opinion - Analytical report

Figure 93 — Could you please tell me how satisfied are you with each of the following
in your place of living - Digital services currently provided to business by public

administration?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely dissatisfied and 5 strongly

satisfied, share of total, %, mean)
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Businesses are prevalently dissatisfied with the extent
to which the government consults and involves private
sector when developing new laws and regulations rel-
evant for doing business (Figure 94). A total of 35% of
respondents across the region revealed full or some
dissatisfaction, despite the share of those with neutral
stance being of same magnitude (38%). The dissatis-
faction shares have been on the decline compared to

H Tend to be satisfied

DK/refuse V Significantly lower than 2019

a)= Mean

2019 (37%). The highest dissatisfaction is present in
Bosnia and Herzegovina, where 24% reported total dis-
satisfaction and another 21% some dissatisfaction. In
Kosovo* these shares were 7% and 34%, respectively,
albeit Kosovo* has a very large share of respondents
with a neutral stance (51%). On the other hand, 42% of
respondents in Serbia manifested some or full satisfac-
tion, followed by those in Albania (33%).
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Figure 94 — To what extent are you satisfied with how the government consults and
involves private sector when developing new laws and regulations relevant for doing

business?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely dissatisfied and 5 strongly

satisfied, share of total, %, mean)
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83% of respondents across the region suggested at
least one obstacle to doing business (Figure 95), with
a variation from 77% in Kosovo* to 90% in Albania.
Predominantly, businesspersons identified tax-relat-
ed issues as key obstacles (33%), followed by mini-
mum-wage regulations (20%). This suggests that more
than half of the respondents were concerned about
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the cost of the production determined by tax and min-
imum wage laws as an impediment to doing business.
Yet, compared to a year ago, the tax issues lost some
prominence (41%), while issues pertinent to planning,
building and development gained importance (from
9% in 2019 to 13% in 2020).
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Figure 95 — Which regulations do you consider to be an obstacle to the success of a

business?
(All respondents - N=1200, share of total, %)
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Table 2 - Which regulations do you consider to be an obstacle to the success of a

business?
(All respondents - N=1200, share of total, %)

115

Western Bosnia and LT
Albania . Kosovo* of North Montenegro Serbia
Balkans Herzegovina .
Macedonia

Tax-related 32.8 36.5 37 34 255 335 30.5
Minimum wage regulations 20.4 27.5 17.5 8 24.5 17.5 27.5
Health and safety regulations 14.3 19 15 12 13 7 19.5
Planning/building/development 133 10 135 10 13.5 14 18.5
No specific regulations/all 122 45 19 55 10 165 175
regulations
Employment regulations 13.8 11 14.5 14 12 16 15
Environmental regulations 83 10 11.5 7.5 55 55 10
Trading standards 13.5 19.5 9 15 16 13.5 8
None - no regulations an obstacle 10.4 9.5 4 215 15.5 5 7
Prow.dmg information/record- 6 55 55 95 25 6.5 6.5
keeping
Working time 49 5.5 1 4 8.5 5.5 5

9in 10 firms in the Western Balkan economies have not
had any case in mediation courts (Figure 96). Only few
cases in civil or commercial matters (1-3) were solved
through mediation, with some intraregional variation

for dispute resolution (Figure 98) and 35% do not have
an opinion on whether they would consider mediation
even in cases of cross-border conflict resolution for the
settlement of disputes in civil and commercial matters

Tax-related issues dominate as an obstacle in all West-
ern Balkan economies (Table 2), from 25.5% of respon-
dents pointing out to them in Republic of North Mace-
donia to 37% in Bosnia and Herzegovina. The weight on
taxes increased in Republic of North Macedonia (from
18% in 2019) likely because of the failed attempt of
the government to introduce progressive income tax,
while in all other economies the issue lost importance
(in Bosnia and Herzegovina it declined from 44.7% in
2019). This suggests that if the government had not
made any significant changes in the tax structure, the
predominantly flat tax income systems in the region
would not be losing its importance.

The minimum wage was most pronounced in Republic
of North Macedonia, Serbia and Albania, whereby the
pressure to maintain or increase the existing minimum
wage was sustained over the year. Employment regu-
lations were considered burdening predominantly in
Montenegro, Bosnia and Herzegovina and Serbia, while
trading standards were considered a more important
factor in Republic of North Macedonia, Kosovo* and Al-
bania. A significant share of respondents said there was
no specific burdening regulation in Bosnia and Herze-
govina (19%), Serbia (17.5%) and Montenegro (16.5%).

(which is based on a small number of cases and firm  so as to simplify and improve access to justice (Figure
conclusions cannot be derived) (Figure 97). 55% of 99).
firms found mediation to be an effective mechanism
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Figure 96 — Has your firm had any cases in mediation courts in the last 36 months?
(All respondents - N=1200, share of total, %)
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Figure 97 — How many cases in civil or commercial matters were solved by your
company through mediation in the last 36 months?
(Respondents who had cases in arbitration courts - N=65, %)
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Figure 98 — Do you consider mediation as a quick and cost-effective extra judicial
alternative to resolving disputes in civil and commercial matters?
(Respondents who had cases in arbitration courts - N=65, %)
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Figure 99 — Would your company consider mediation even in cases of cross-border
conflict resolution for the settlement of disputes in civil and commercial matters so as
to simplify and improve access to justice?

(Respondents who had cases in arbitration courts - N=65, %)

100
29 29
80 33 36 “ 35
50
7
60 17 12 29 15
0
40 33
64
50 52 50
20 3 49
22
0 | J
Albania Bosnia and Kosovo* Republic of Montenegro Serbia Western Balkans
Herzegovina North Macedonia

M Yes H No W DK/refuse



118

The following three graphs refer to how businessper-
sons perceive state aid. Businesspersons agree (31%)
or are neutral (37%) on the statement that the access
to information on state aid and grants to companies is
accessible (Figure 100). Serbia and Republic of North
Macedonia are the leaders, with 45% and 44% of re-
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spondents, respectively, agreeing with the statement.
Information on state aid is hard to find in Bosnia and
Herzegovina as 34% of respondents fully or partially
disagreed that information on state aid is accessible,
followed by Albania (32%) and Montenegro (29%).

Figure 100 - Do you agree with the following statement about state aid - Citizens and
companies have full access to information related to state aid policies and grants
awarded to companies by the public authorities?

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly

agree, share of total, %, mean)
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Information on state aid is publicly available, a state-
ment with which most of Macedonians agree (Figure
101): 53% of them provided full of partial agreement.
On the other extreme, such information is hard to ob-
tain publicly, a position maintained by 38% of respon-
dents in Bosnia and Herzegovina. The latter is dominat-
ed by those with neutral stance (48%), similarly as in
Kosovo*. Interestingly, however, 45% of respondents in
Republic of North Macedonia, at the same time, think
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Montenegro Serbia Western Balkans
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DK/refuse

«= Mean

that the information on state aid received by compa-
nies should remain confidential among the signatory
parties (Figure 102). In Albania and Serbia, this per-
centage is even higher, 49% in each of the economies.
On the other hand, businesspersons in Bosnia and Her-
zegovina and Montenegro are against such confidenti-
ality in the usage of public money: 40% and 42% of re-
spondents, respectively, strongly or partially disagreed.
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Figure 101 — Do you agree with the following statement about state aid - Sufficient
information on the state aid given to companies by the public authorities is already
publicly available.
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
agree, share of total, %, mean)
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Figure 102 - Do you agree with the following statement about state aid - Information
about state aid received by companies should remain confidential between public

authorities and companies.
(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
agree, share of total, %, mean)
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ACCESSIBILITY OF LOANS

Western Balkans businesses continue to finance their
operations from internal funds and retained earn-
ings, but their role as a source of financing declined
compared to 2019 (55% vs. 70% of investments were
financed from this source, respectively in 2020 and
2019) (Figure 103). During 2020, the share of other fi-
nancing grew to 30%, likely a reflection of government
support distributed as a response to the crisis imposed
by Covid-19 spread. The share of working capital ob-

and family/friends was maintained over 2020. Retained
earnings are dominant in Kosovo* (74%), followed
by Serbia (68%). On the other extreme, other sources
of funding have been key in Bosnia and Herzegovi-
na (64%), followed by Albania (34%) and Republic of
North Macedonia (30%). Equity financing across the
region remains scarce, as its share in funding ranges
between 1% and 6% in 2020 and is on the lower band
when compared to 2019 (Figure 104).

ACCESSIBILITY OF LOANS 1 2 1

Figure 104 — What proportion of your firm’s working capital and new fixed investment
has been financed from each of the following sources, over the past 12 months?
(All respondents - N=1200, share of total, mean)
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Figure 103 — What proportion of your firm’s working capital and new fixed investment
has been financed from each of the following sources, over the past 12 months?
(All respondents - N=1200, share of total, mean)
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Over the last year, 70% of companies did not apply for
a bank loan (Figure 105), almost the same number
as in 2019 (69%). The strongest loan demand is ob-
served in Albania, where 52% of companies applied
for a bank loan during the crisis, and the least demand
is observed in Serbia (15%). On average, 17 days were
needed to agree on a loan, almost the same number as
in 2019 (Figure 106). The procedure is the lengthiest in
Albania (22 days), and the shortest in Montenegro (9

H Borrowing from state-owned banks,
including development banks

A Significantly higher than 2019
WV Significantly lower than 2019

Il Loans from family/friends

days), while in the other economies it stand at around
the average. In Serbia, this procedure extended from 9
days in 2019 to 15 days in 2020, which may be a con-
sequence of the crisis which interrupted bank physi-
cal operations. A quarter of the loan applications was
rejected in Kosovo*, followed by Montenegro (22%)
and Republic of North Macedonia (21%). Albania is the
leader in this regard, as only 1% of loan applications
were rejected.
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Figure 105 — Has your company applied for a loan from a bank in the past 12 months?

(All respondents - N=1200, share of total, mean)
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Figure 106 — How many days did it take to agree the loan with the bank from the date of

application?
(All respondents - N=1200, share of total, mean)
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The dominant reason for loan rejection in Montenegro
and Bosnia and Herzegovina was the perceived lack
of company’s profitability (Figure 107), while incom-
pleteness of the loan application was an important

ACCESSIBILITY OF LOANS 1 2 3

reason in Serbia and Republic of North Macedonia. Yet,
these distributions need to be approached with cau-
tion due to the small number of observed respondents
whose loan application was rejected.

Figure 107 - You said that you company’s loan application was rejected, what was the

main reason for that?
(All respondents - N=1200, share of total, mean)
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CORRUPTION

Corruption remains the ill-spot of the Western Balkan
economies. Businesspersons evaluated two state-
ments related to corruption. Figure 108 presents the
distribution of responses on the statement that it was
common for companies to pay additional payments/
gifts. The share of those who completely or partially
disagreed with the statement slightly declined to 46%
in 2020 from 50% in 2019 across the region. However,
this was at the benefit of those with neutral stance,

while the share of those who agree with the statement
remained intact (19%). There are pronounced varieties
within the region, whereby Bosnia and Herzegovina
presents the highest number of respondents (30%)
who agreed or almost agreed with the statement con-
firming widespread corruption. On the opposite side,
79% of Kosovars completely or mostly disagreed with
the statement.

CORRUPTION 125

Figure 109 - Thinking about officials, to what extent would you agree with the following
statements? - Companies in my line of business usually know in advance how much
this ‘additional payment/gifts’ will cost

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1 means completely disagree and 5 strongly
agree, %, mean)
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Figure 108 - Thinking about officials, to what extent would you agree with the following
statements? - It is common for companies in my line of business to have to pay some
irregular “additional payments/gift” to “get things done”

(All respondents - N=1200, scores are on a scale of 1 to 5 where 1T means completely disagree and 5 strongly
agree, %, mean)
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Figure 110 presents the frequency with which com-
panies may have been in a situation to make various
unofficial payments/gifts for 11 purposes, ranging from
getting connected to public services to influencing the
content of new legislation. Predominantly, in each pur-
pose susceptible to unofficial payments, businessper-
sons never conducted an unofficial payment or gift,

[ Strongly agree A Significantly higher than 2019

DK/refuse WV Significantly lower than 2019

=)= Mean

which is the answer provided by nearly or about half
the respondents. However, it is notable that such share
shrunk compared to 2019 in the case of connecting to
public services, obtaining licenses, dealing with labour
inspection and taxes, which may be an indirect indica-
tion of the worsening effectuation of corruption across
the region.

18% of businesspersons knew the amount of the ad-
ditional payment/gift in the Western Balkans (Figure
‘ 109). The share of respondents who disagreed with
this statement declined to 38% in 2020 compared to

48% in 2019. Again, Kosovars mostly disagree (45%),
Bosnians provided mostly neutral stance (48%) as well
as an agreement (23%).
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Figure 110 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make

payments/gifts for the following purposes?

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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In what follows, each of the 11 purposes is presented
separately, revealing the within-region varieties (from
Figure 111 to Figure 121). For example, 47% of re-
spondents on average reported no corruption related
to getting connected to and maintain public services,
but the situation is far worse the average in Serbia and
Bosnia and Herzegovina, where businesspersons were
frequently corrupted in 15% and 31% of the cases re-

V Significantly lower than 2019

spectively. A similar distribution is registered regarding
the other reasons for business corruption. The average
of those who said they frequently paid bribes goes
from 6% to 31%, with respondents in Bosnia and Her-
zegovina presenting the biggest percentages. Advan-
tageously, about three-fourths of Kosovars never ex-
tended unofficial payment on various grounds, which
is the case for nearly two-thirds of Macedonians.

CORRUPTION

Figure 111 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To get connected to and maintain public
services
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 112 - Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To obtain business licenses and permits
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 113 — Thinking now of unofficial payments/gifts that companies like yours Figure 115 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To obtain government contracts payments/gifts for the following purposes? - To deal with labour inspections
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %) (All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 114 — Thinking now of unofficial payments/gifts that companies like yours Figure 116 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To deal with occupational health and payments/gifts for the following purposes? - To deal with fire and building inspections
safety inspections (All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 117 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To deal with environmental inspections
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 118 - Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To deal with taxes and tax collection
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1T means never and 4 always, %)
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Figure 119 - Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To deal with customs/imports

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 120 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To deal with courts
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 121 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes? - To influence the content of new

legislation, rules, decrees, etc.

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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The costliest unofficial payment/gift is for obtaining
government contracts (Table 3). With an average of
2,963 EUR, it surpassed its value of 2,507 in 2019 by
nearly 20%. The second-ranked cost relates to dealing
with courts, 2,196 EUR, which is near doubling over
one year period (1,247 EUR in 2019), suggesting that
at least the perception of corruption in judicial system
surged in 2020. The bribery cost estimate for obtain-
ing licenses and permits was maintained (1,785 EUR),

B Frequently

North Macedonia

B Always B DK/refuse

though dropped to the third place, rightly followed by
the unofficial cost to deal with the environmental in-
spections (1,721 EUR), whose corruptive cost increased
by an astonishing 50%. Dealing with customs (1,638
EUR) and occupational and safety inspections (1,400
EUR) belong to the group of costly unofficial payments
that businesses in the Western Balkans face. It is strik-
ing that out of 11 costed briberies, 7 showed an in-
crease in 2020.

CORRUPTION

Table 3 - Please estimate what is the approximate amount (in EUR) of unofficial
payments/gifts that companies like yours would make in a given year for the following

purposes.

(Respondents who consider that unofficial payments/gifts are made at least seldom and did not mark DK/refuse,

mean)*

Western Balkans 2019/20

payments/gifts (EUR)

To get connected to and maintain public services

Average amount of unofficial

*Different base (No. of
respondents) for each purpose

414

To obtain business licenses and permits

1785

To obtain government contracts

2963

To deal with occupational health and safety inspections

1400

To deal with labour inspections

880

To deal with fire and building inspections

743

To deal with environmental inspections

1721

To deal with taxes and tax collection

1099

To deal with customs/imports

1638

To deal with courts

> > > > < <> >

2196

To influence the content of new legislation, rules,
decrees, etc.

|

548

Western Balkans businesspersons generally rate neu-
trally various institutions in charge of reporting on and
processing corruption cases (Figure 122). The follow-
ing institutional stakeholders were assessed: CSOs, me-
dia, police, other government agencies, prosecutor’s
office, courts and government overall. The neutral rat-
ing of these institutional actors ranges between 38%
and 46%. Media saw the largest share of respondents

A Significantly higher than 2019
V¥ Significantly lower than 2019

who considered them adequate (16%), while it was the
police that saw 6% of respondents saying it to be ex-
ceptional. However, very rarely respondents articulate
the role of these actors as exceptional. On the other
extreme, in 21% of cases the government overall has
been assessed as very poor, which has been the case
only for 12% in the case of media.
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Figure 122 — How would you rate the following entities in reporting and processing Figure 123 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy? corruption cases, or providing support in the fight against corruption in your economy?
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %) -CSO

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 124 — How would you rate the following entities in reporting and processing

Figure 123 through Figure 129 evaluate institutional ~ for the media; followed by Montenegrins who did so corruption cases, or providing support in the fight against corruption in your economy?

stakeholders one by one and offer an overview of with-
in-region varieties. The emerging patterns are similar
for the Western Balkan economies across the exam-
ined institutional players. Respondents in Bosnia and

in 37% of responses about the prosecutor’s office and
52% for CSOs. On the other extreme of the spectre are
Serbia and Republic of North Macedonia. 24% of Mace-
donians assessed police and media as adequate, while

- Media

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 125 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy?
- Police and other law enforcement agencies

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 126 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy?
- Other governmental agencies (i.e. supreme audit institutions, tax offices, inspections)
(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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CORRUPTION

Figure 127 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy?
- Prosecutor’s Office

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 128 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy?
- Courts

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Figure 129 — How would you rate the following entities in reporting and processing
corruption cases, or providing support in the fight against corruption in your economy?
- Government at all levels, i.e. existence of its “political will” for reporting and

processing corruption cases

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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22% of Western Balkans businesspersons agreed, fully
or partially, that the fight against corruption is effective
(Figure 130). 40% were neutral, while 35% disagreed.
It is mostly Bosnians who consider the fight against
corruption to have been ineffective (50%), followed
by dominant shares in Kosovo* (41%) and Republic of

North Macedonia (40%). Respondents in Serbia, Alba-
nia and Montenegro maintained a dominant neutral
stance, with 48%, 42% and 43%, respectively, despite
the share of those who agreed being large in Serbia
(31%) and Albania (36%).

CORRUPTION

Figure 130 - How much do you agree or disagree with the following statement: Fight
against corruption in my economy is effective

(All respondents - N=1200, share of total, %)
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Respondents were supportive of digitalisation of pub-
lic services as a vehicle to reduce corruptive practic-
es (Figure 131). A large majority, 82%, considered it
would exert full or some positive impact across the re-
gion, with this share being largest in Albania (92%). Yet,

H Neither Agree Nor Disagree

North Macedonia

H Disagree I DK/ Refuse to Answer

within such positive inclination, the share of those who
give prevalence to marginal rather than full positive
impact is very large in Bosnia and Herzegovina (64%),
followed by Kosovo* (54%).
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Figure 131 — To what extent do you believe digitalisation of public services would have
a positive impact on preventing corruptive practices?

(All respondents - N=1200, share of total, %)
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Finally, respondents in the Western Balkans are main-
ly in favour of international community prioritising
addressing issues of corruption in order to improve
business environment (Figure 132). A sheer majority,
across the region, of 61% supported this attempt, as
opposed to only 4% being against. Macedonians are

most supportive (75% said they agreed strongly or to
an extent), while Bosnians the least (43%). The latter
have been predominantly hesitant (half responded
neutrally), while the strong opposition remained con-
siderably attenuated in all Western Balkan economies.

CORRUPTION

Figure 132 - How much do you agree or disagree that the international community
should prioritise addressing issues of corruption to improve business climate in your

economy?
(All respondents - N=1200, share of total, %)
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TRADE AND INVESTMENT

Large majority of companies did not pursue nor
planned any investments abroad in 2020 (Figure 133).
With 88%, the share was slightly lower than a year ago
(90%), yet of the same magnitude. Companies in Bos-
nia and Herzegovina were most inclined to making
a foreign investment (21% responded they invested
or planned an investment), while the hesitancy was
strongest in Republic of North Macedonia (only 5% did
or planned an investment). Of the small share which
pursued or planned an investment, there has been

an even distribution across the region to invest with-
in the Western Balkans (37%), in the EU (30%) and in
both (30%) (Figure 134). While even distribution was
retained in Albania, in the other Western Balkan econ-
omies the propensity varied: from predominant invest-
ment within the region of the Kosovar and Macedonian
businesses (two thirds of businesses in each economy
said they did or planned an investment in the region);
to predominant investment in the EU by Montenegrin
businesses (62%).

Figure 133 — Has your company invested abroad, or plans to do so in the next 12

months?
(All respondents - N=1200, share of total, %)
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Figure 134 — Where did you invest or plan to do so?
(Those who invested or plan to invest abroad in the next 12 months, N=134, share of total, %)
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Figure 135 presents a set of reasons underlying the
company’s motivation to invest abroad; companies
were asked to rank these motivators from most to least
important. All five motivators obtained fairly similar
within-ranking, although the intention to access new
markets has been first-ranked with 24% of businesses

m1nmn

Republic of
North Macedonia

H In both the Western Balkan region and the EU

Montenegro Serbia Western Balkans

A Significantly higher than 2019
Vv Significantly lower than 2019

reporting it as most important. The access to natural
resources as a motivator gained predominantly neutral
rank (one-third of respondents said it was medium im-
portant), while the share of least ranked is highest for
the lower costs as a motivator (26%).
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Figure 135 — Which of the following reasons best describes your company’s motivation

to invest abroad?
(All respondents - N=1200, share of total, %)
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Motivators have different weight across the Western
Balkan economies: they are presented one-by-one in
Figure 136 through Figure 140. The importance of
access to new markets is the highest in Montenegro,
as 37% of companies ranked it firs. Interestingly, the
access to new markets is least important in Kosovo*,
as half the respondents assigned it rank 5, this being
somewhat peculiar given the small size of the econ-
omy. Lower costs are most important in Republic of
North Macedonia and Serbia, where 22% and 23% of
respondents in each of the two economies, respec-
tively, assigned it rank 1. Again, lower costs are not

«ll)= Mean

Bl Rank4 M Rank5 (least important)

important to Kosovars (51% assigned rank 5). Better
integration into the global value chain is very import-
antin Republic of North Macedonia, where 27% ranked
it in first place, reckoning the importance assigned to
the expansion of FDIs and their rooting in the domestic
economy. The same holds true for the access to natural
resources and new technologies, which Macedonian
businesses ranked first more than the other Western
Balkan businesses. On the other side, Kosovars consis-
tently assigned low rank to all motivators for most of
the time.
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Figure 136 — Which of the following reasons best describes your company’s motivation
to invest abroad? - To access new markets
(All respondents - N=1200, share of total, %)
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Figure 137 — Which of the following reasons best describes your company’s motivation
to invest abroad? - To lower production costs
(All respondents - N=1200, share of total, %)
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Figure 138 — Which of the following reasons best describes your company’s motivation
to invest abroad? - To better integrate your company's value chain
(All respondents - N=1200, share of total, %)
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Figure 139 — Which of the following reasons best describes your company’s motivation
to invest abroad? - To access natural resources and raw materials
(All respondents - N=1200, share of total, %)
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Figure 140 — Which of the following reasons best describes your company’s motivation
to invest abroad? - To acquire or complement new technologies or brand
(All respondents - N=1200, share of total, %)
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When deciding where to invest abroad, businessper-  (35%). The access to land or real estate was the only
sons ranked tax rates as very important in 35% of the  factor ranked as not important (a total of 9% of respon-
cases (Figure 141). All the other aspects are evaluat-  dents), although all factors got only small shares of re-
ed as important; for example: availability of financial ~ spondents assigning no importance to them (hovering
capital (36%), labour costs (35%), domestic rooting  around of less than 5%).
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Figure 141 - In the process of choosing where to invest abroad, how important were

the following factors?
(All respondents - N=1200, share of total, %)
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Investment incentives abroad are quite important
for Western Balkans’ businesses (Figure 142). 26% of
them responded that such incentives were very much
important, while 43% said they were quite important.
However, some within-region differences are quite
striking. For example, such incentives are strongly im-
portant for Macedonian businesses (56%), while quite
important for Bosnians (52%), Serbians (50%) and
Montenegrins (46%). On the other hand, the share of
respondents assigning low value to such incentives is

DK/refuse

pronounced in Kosovo* (24%) and Bosnia and Herze-
govina (26%). The majority of respondents considered
such investment incentives transparent (55%, Figure
143), although this share varied from 28% in Kosovo* to
86% in Serbia. Kosovars, however, mostly refused to an-
swer the question about the transparency (59%), while
it was Bosnians who considered investment incentives
abroad as equally transparent and non-transparent
(45% for each alternative).
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Figure 142 — When investing abroad, how much do available investment incentives

influence the decision on where to invest?

(Those who invested or plan to invest abroad in the next 12 months N=134, share of total, %)
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Figure 143 - Could they be considered transparent?
(Those who invested or plan to invest abroad in the next 12 months N=134, share of total, %)
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Western Balkan businesses remain stuck on the do-
mestic market (Figure 144). 86% of them responded
they have been selling only domestically, an increase
from 84% a year ago. This is not strange given the econ-
omies of the Western Balkan are dominated by micro
and small enterprises, which could hardly join global
value chains and compete on the foreign market. Only
7% exported to the Western Balkans, 6% in the EU and
1% elsewhere. Within-region variation is limited, the
only exception being Bosnia and Herzegovina where-
by companies manifested higher propensity to export:

15% said they exported to the Western Balkans, 16%
to the EU and 2% elsewhere. Expectedly, 57% of those
companies that did not export revealed they did not
have capacity to export, a surge from 19% a year ago
(Figure 145). The second-ranked reason (41%) is the
lack of plans to export. These two reasons top the list in
each of the Western Balkan economies, albeit they are
quite pronounced in Kosovo* (79% and 61%, respec-
tively) and Albania (60% and 54%, respectively) and
less so in the other four economies.

Figure 144 - What percentage of your company’s sales are made domestically,
exported to the WB region, to the EU or to the third countries?

(All respondents - N=1200, share of total, %)
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Figure 145 — Why doesn’t your company export?
(Respondents whose companies are non-exporters, N=883, %)
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Non-exporters lack integration into the global value
chain on the side of imports as well (Figure 146), as
a large majority of 80% of them purchase their inputs
only domestically, with variation from 75% in Bosnia
and Herzegovina and Montenegro, to 89% in the Re-
public of North Macedonia. This drastic shift from the
previous year (where only 56% declared to purchase
only domestically) is due mostly to the pandemic and
its restriction measures. On the other hand, 43% of
non-exporters produce for small companies and indi-
viduals (Figure 147), while only 11% of them belong
to a (multinational) group and hence produce for their
parent company or affiliated subsidiaries. Still, there
are intraregional differences. In Serbia, a large share

of non-exporters produces for small companies and
individuals (73%), while this is the case for only 30%
of non-exporters in Republic of North Macedonia.
Non-exporters in the Republic of North Macedonia are
embedded in the value chain of their group in 14% of
the cases, while 10% produce for the government insti-
tutions. While the latter constitute large shares in the
Republic of North Macedonia, they are even larger in
Albania (24% produce for their company’s group and
12% produce for the government). In Montenegro and
Bosnia and Herzegovina, the share of non-exporters
producing for large domestic companies is important,
18% and 13%, respectively.

151



152

Balkan Barometer 2021 - Business Opinion - Analytical report

Figure 146 — What percentage of your company’s inputs and supplies are...
(Respondents whose companies are non-exporters, N=1200, %)
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Figure 147 — What percentage of your domestic sales are made to?
(Respondents whose companies are non-exporters, N=883, %)
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56% of non-exporters reported that they did not im-
port, similar as in 2019 (Figure 148). However, the
share of those who needed up to two days for customs
clearance for their imports halved in 2020 (10%) com-
pared to 2019 (19%), following a decline that had start-
ed earlier. Within the region, such customs clearance of
imports seems to have been the speediest in Montene-
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gro, since one-fifth of non-exporters managed to finish
it in up to two days. Over five days were predominantly
needed in Bosnia and Herzegovina and Kosovo* (13%
each), but it should be noted that these two economies
had lowered the share of non-exporters who did not
import, when compared to the average (41% and 39%,
respectively.

Figure 148 - If you have imported goods in the past 12 months, what is the average
number of days to clear imports through customs?
(Respondents whose companies are non-exporters, N=883, %)
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The customs clearance related to exports offers a more
varied picture (Figure 149). 21% needed more than
5 days to clear exports, while 36% needed less than
5 days. Surprisingly, the refusal rate on this question
is quite high (29% for the total region and full for Re-
public of North Macedonia), which may undermine the

credibility of the conclusions due to the small sample
size. Yet, it is apparent that Kosovo* and Albania are the
speediest in export clearance (37% and 32%, respec-
tively, responded they needed fewer than two days
to export), while nearly half the Bosnian firms needed
over 5 days.



154

Balkan Barometer 2021 - Business Opinion - Analytical report

Figure 149 — If you have exported goods in the past 12 months, what is the average
number of days to clear exports through customs?

(Respondents whose companies are exporters, N=317, %)
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Only 19% of exporters said they exported in the West-
ern Balkan region, varying from 9% in Kosovo* to 27%
in Bosnia and Herzegovina (Figure 150). The share for
the entire region declined from 31% in 2019. The key
obstacle identified by exporters to the Western Balkans
has been the need for licenses and permits (19%) and
hardcopy documentation (18%), although the impor-
tance of the two significantly dwindled compared to
2019 (33% and 41%, respectively). Yet, there are a cou-
ple of intraregional differences in regards to obstacles

(Table 4). For example, the importance of the obsta-
cles in Albania is spread among documents, licenses,
inconsistent rules of origin, physical inspections, VAT
and slow procedures (each ranging between 21% and
26%). VAT dominates in Bosnia and Herzegovina (41%),
and documentation and licenses in Montenegro and
Serbia. The readers should note that responses in Koso-
vo* and the Republic of North Macedonia to this ques-
tion lack sufficient number and conclusions cannot be
drawn.
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Figure 150 - If your company exports to the Western Balkans region, what are the main

obstacles to your exports?
(All respondents - N=1200, share of total, %)
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Table 4 - If your company exports to the Western Balkan region, what are the main
obstacles to your exports?

(Respondents whose companies export to the Western Balkans, N=277, %)

Western
Balkans

Need to hardcopy documents or
certificates

Obscure or inconsistent rules of
origin

Albania

26

25

Bosnia and
Herzegovina

Republic
of North
Macedonia

Montenegro Serbia

32 18

VAT 5 25

Wide variability in clearance time 5 13

Custom delays 16 13

My company doesn’t export to the
Western Balkans region

29% of respondents said cross-border transaction costs
are too high among Western Balkan economies (Figure
151), with slight variation between 22% in the Republic
of North Macedonia to 35% in Albania. 44% of respon-

dents revealed cross-border transaction costs were not
relevant for them, and this percentage has been the
highest in Kosovo* (59%), and the lowest in Bosnia and
Herzegovina (29%).

Figure 151 — Do you think that cross-border transaction costs are too high among

Western Balkan economies?
(All respondents - N=1200, share of total, %)
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One-third of respondents consider their own company
is threatened by global competition, slightly more than
in 2019 (27%) (Figure 152). It is businesses in Bosnia
and Herzegovina who reported threat from the world

competition (56%), while this share has been the low-
est in Kosovo* (14%) (nevertheless, Kosovo* has the
highest refusal rate on this question).
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Figure 152 — To what extent do you agree that your company is threatened by the
global competition? Please use scale from 1 to 4, where 1 means totally disagree, 2 -
disagree, 3 — agree and 4 means totally agree.
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Figure 153 — To what extent do you agree with the following statements - My
company’s products, goods and services can compete well with products, goods and
services from the Western Balkans?

(All respondents - N=1200, share of total, %)
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When it comes to the competition on the Western Bal-
kans’ market (Figure 153), businesses showed stron-
ger confidence. On average, 52% agreed that their
products, goods and services can compete well with
products, goods and services from the Western Balkans
(yet representing a reduction of the share compared to
2019 mainly because of the high rate of refusal). Serbi-

A Significantly higher than 2019
V Significantly lower than 2019

=)= Mean

an companies felt the strongest regional competitive
spirit, as 80% agreed they were capable to compete,
followed by 78% in Bosnia and Herzegovina. On the
other hand, Albanians were mostly sceptical, as 61%
disagreed that their products and services could com-
pete well on the regional market.

(All respondents - N=1200, share of total, %)

100

80

60

40

20

Albania Bosnia and Kosovo*

Republic of Montenegro Serbia Western Balkans

Herzegovina North Macedonia

M Totallydisagree Il Disagree I Agree M Totallyagree M DK/refuse

Surprisingly, the confidence in own products and ser-
vices on the EU market is stronger (Figure 154). 63%
of respondents in the region said their products could
compete well with those on the EU market, the percent-
age being the highest in Albania (79%) and the lowest
in Kosovo* (42%). Such confidence slightly declined

A Significantly higher than 2019
V¥ Significantly lower than 2019

=)= Mean

compared to 2019, when 77% of respondents across
the region agreed that their products and services are
competitive for the EU standards. In 2020, the confi-
dence was the lowest in the Republic of North Mace-
donia, where 23% of companies reported hesitance
concerning their competitiveness on the EU market.
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Figure 154 - To what extent do you agree with the following statements - My
company'’s products, goods and services can compete well with products, goods and

services from other EU countries?
(All respondents - N=1200, share of total, %)
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CEFTA 2006 played a more positive than negative effect
in the region: 38% of respondents said that their com-
pany benefited from the regional free trade agreement
(Figure 155). However, the large refusal rate (39%) pre-
vents drawing of strong conclusions. Mostly Serbians
agreed with the positive role of CEFTA 2006 (59%), fol-
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Montenegro Serbia Western Balkans
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lowed by Bosnians (55%) and Albanians (44%). In the
Republic of North Macedonia, the sentiment towards
CEFTA 2006 has been predominantly negative, as a
sizeable 40% of respondents disagreed it played a ben-
eficial role for their company.
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Figure 155 — To what extent do you agree with the following statements - “My company
has benefited from the regional free trade agreement (CEFTA 2006)"?

(All respondents - N=1200, share of total, %)
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On average, exporters have been ambivalent about the
easiness of exporting to CEFTA 2006 or the EU (Figure
156). 22% reported it was easier to export to the CEFTA
2006 parties, but 29% reported it was the same to ex-
port to CEFTA 2006 and to the EU. Still, the sentiment
is not equal across the region: Kosovars, Serbians and
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Montenegro Serbia Western Balkans
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Albanians found export to CEFTA 2006 to be easier
than to the EU, while Bosnians were divided between
the two trading blocks. The large refusal rate in Monte-
negro and the Republic of North Macedonia prevents
drawing of credible conclusions there.
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Figure 156 — If your company is an exporter, can you tell us whether it is easier to

export to the CEFTA region, or to the EU?

(Respondents whose companies export, N=317, %)
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On average, Western Balkans’ businesses are more
geared towards local suppliers (Figure 157), as 44% of
them reported they should be given priority in govern-
ment procurement. But this is a strong decline of the
support to local supplies compared to a year ago (73%).
Within the region, only Serbia manifested the opposite
opinion to the average one: 56% of the respondents

60 80 100

W Itisthe same
W DK/refuse

A Significantly higher than 2019
¥ Significantly lower than 2019

there thought that local and foreign suppliers should
be treated equally. When it comes to social business-
es, the average opinion on the Western Balkans is that
they should be given equal treatment, more frequently
than preferential treatment over the other enterprises.
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(Figure 157 - In your opinion, when procuring products and services, should the
governments in the region give priority to local suppliers, or should they be treated the
same as all other suppliers (provided price and quality are equal)?

(All respondents - N=1200, share of total, %)
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given priority treated the same as foreign suppliers

V¥ Significantly lower than 2019

(Figure 158). Such an opinion is particularly sharp- and Kosovo*, the opinion is leaning towards social
ened in Albania (54%), Bosnia and Herzegovina (46%) businesses, but the two economies also feature a large
and Serbia (44%). In the Republic of North Macedonia  share of refusal.
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Figure 158 — In your opinion, when procuring products and services, should the
governments in the region give preferential treatment to suppliers which are social
businesses, or should they be treated the same as all other suppliers (provided price

and quality are equal)?
(All respondents - N=1200, share of total, %)
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Albanian businesses consider the Bosnian and Serbi-
an markets to be the least open in the region, while
Bosnian businesses think the same for Albanian and
Macedonian markets. Macedonian businesses consider
the Bosnian and Montenegrin markets to be the least
open, while Montenegrin business maintain such an
opinion on the Macedonian market. Kosovo* respon-

be treated same as all other suppliers

Vv Significantly lower than 2019

dents consider the Montenegrin and Serbian markets
to be the most closed, while Serbians do so for the mar-
kets in Kosovo* and the Republic of North Macedonia
(Figure 159 and Table 5). These conclusions must be
approached with caution because the patterns just
described may be also a reflection of the intra-regional
political considerations.

Figure 159 — According to your opinion, which market in the WB region is the most
open one? Please give us your opinion no matter if you/your company had direct

TRADE AND INVESTMENT

experience with it. Rank these 7 markets from 1 (most open) to 7 (least open).
(All respondents - N=1200, mean)

Albania

Bosnia and
Herzegovina

@ Albania

emm» Bosnia and Herzegovina

e Kosovo*

Table 5 - According to your opinion, which market in the WB region is the most open

Kosovo*

Republic of

North Macedonia

Montenegro

@m== Republic of North Macedonia

Serbia

Montenegro

Serbia

-- Western Balkan

one? Please give us your opinion no matter if you/your company had direct experience
with it. Rank these 7 markets from 1 (most open) to 7 (least open).
(All respondents - N=1200, mean)

Western Bosnia and Republic

Balkans Albania Herzegovina Kosovo* of North. Montenegro Serbia
2020 Macedonia
Albania 3 26 34 1.5 3.2 33 4.2
Bosnia and Herzegovina 2.9 3 24 2.8 3.6 3 2.8
Kosovo* 3 24 3.6 1.6 2.8 3.7 3.8
Republic of North Macedonia 29 2.6 33 24 2.8 33 3.2
Montenegro 2.8 2.5 3 2.7 35 24 3
Serbia 2.7 3 2.7 34 3.1 25 1.8
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INNOVATION AND

TECHNOLOGY

There is a widespread use of the internet by businesses
across the region (Figure 160). 77% of businesses re-
ported they used the internet for usual communication
and this is the key reason for usage across all the West-
ern Balkan economies. The second-ranked reason is ad-
vertising on social media channels, while the third rea-

son is conduct of financial transactions. Roughly, this is
the sequence concerning the usage of internet across
all Western Balkan economies, although in some, like
Albania, Montenegro and Bosnia and Herzegovina, the
share of those who reported internet usage for online
sales is important: 39%, 35% and 47%, respectively.

Figure 160 — Does your company use the Internet for...?

(All respondents - N=1200, share of total, %)
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B Purchasing goods or services for your company over the Internet
Il Executing banking or financial transactions online
Presenting your company through company website
B Communication through social networks
Provision of customer services or support online

l Online trainings
Searching the Internet for innovative ideas, new trends,
partners etc.

[l Data storage (i.e. the cloud), web-based applications or other
internal operational needs

Il We don't use Internet
M DK/refuse

Despite widespread internet usage, not much of com-
panies’sales in the region are generated online (Figure
161). 57% of respondents said sales of less than 5% was
generated online, which is quite an increase (from 42%)
compared to a year ago. Such a result may be striking,
given that the pandemic prompted companies to ori-

INNOVATION AND TECHNOLOGY 167

ent towards online sales. The percentage is the largest
in the Republic of North Macedonia and Serbia (72%
and 71%, respectively), and the lowest in Bosnia and
Herzegovina (37%). Bosnian companies predominantly
reported 5-20% of online sales (39%).

Figure 161 — What percentage of your total sales is currently generated through online

sales?

(Respondents who sell their goods or services over the Internet - N=1116, %)
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Viruses were the most common problem business-
es faced with respect to internet usage viruses, as re-
ported by 54% of them (Figure 162). This is the most
common problem across the entire region, although
in Bosnia and Herzegovina the other problems gained

Republic of
North Macedonia

Hl Between 20-50%

Montenegro Serbia Western Balkans

H More than 50% A Significantly higher than 2019

v Significantly lower than 2019

prominence, like the illegal access, network attacks
and ID theft. 86% of respondents were satisfied with
their internet connection, a slight decline from 2019
(91%) (Figure 163). Montenegrins are the most satisfied
(94%), and Albanians the least (59%).
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Figure 162 — In the last six months, have you experienced any of the following Internet
security problems?
(Respondents who sell their goods or services over the Internet - N=1116, %)
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Figure 163 - Are you satisfied with your Internet connection?
(Respondents who sell their goods or services over the Internet - N=1116, %)
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In 2020, Western Balkans’ businesses experienced sub-
dued innovation activity, as only 16% introduced a new
or a significantly improved product/service in the past
12 months (Figure 164), a decline from 29% in 2019.
Additional 10% of businesses did so in the last three
years. However, the share of those who introduced a
new product in the two-time frames is 13%, suggesting

INNOVATION AND TECHNOLOGY

yet a similar level of innovation activity than a year ago.
There is some variety across the region, with Bosnia
and Herzegovina being ahead of the other economies
in this regard, where 60% of respondents said they in-
novated in the past three years, while Serbia is the lag-
gard with only 23%.

Figure 164 — Have you introduced new or significantly improved products?

(All respondents - N=1200, %)
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M Yesin both Time Frames

M Neither

H Introduced new or significantly improved

products and/or services in the past 3 years?

Enterprises themselves were those that predominant-
ly developed these product innovations, with 63%
(Figure 165). However, compared to 2019, the other
approaches to developing of innovation gained prom-
inence: for example, co-innovation with other enter-
prises was reported in 27% of the cases, as opposed
to 18% a year ago. Another 26% said they innovated
through adaptation of processes developed elsewhere,

I DK/Refuse to Answer

which is a significant increase over a year (9% in 2019).
Within the region, Kosovars mainly relied on them-
selves on the product innovation (86%), Macedonians,
Montenegrins, Serbians and Albanians mainly on this
approach, while the picture in Bosnia and Herzegovi-
na slightly differs. Bosnian companies devoted almost
even efforts to innovation alone (46%), together with
other enterprises (54%), and through adaptation (54%).
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Figure 165 — Who developed these product innovations?
(Respondents who introduced new or significantly improved products and/or services, N=465, %)
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Figure 166 — Were any of your product innovations (goods or services)?
(Respondents who introduced new or significantly improved products and/or services, N=465, %)
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l Only new to your enterprise (Your enterprise introduced a new or significantly improved product
that was already available from your competitors in your economy market)
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In half of the cases, the product innovations were only
new to the enterprise itself (hence the product was
present on the market by competitors), although the
share of pure innovation grew to 35% from 26% a year
ago (Figure 166). The pure innovation dominates in

Albania (49%), while it is equally worth as within-en-
terprise innovation in Kosovo* (35%) and Montenegro
(41%). The other three economies are yet lagging be-
hind in their innovation efforts and are still at the level
of within-enterprise innovations.

About a third of the products were first in the own
economy (Figure 167), a share that grew from 26% in
2019, corroborating the increased innovation activity
economy-wide. Albania is the leader in this regard, as
almost half of the products were first in the economy,
followed by Montenegro (41%), while the laggard is
Serbia (23%). 13% of the products were first in Europe

(Figure 168) and in the world (Figure 169). Both repre-
sented a notable increase from 2019 (4% and 3%, re-
spectively). Albania is again the clear leader with 38%
reported new products in Europe and 32% at the glob-
al level. Montenegro showed the least innovation ac-
tivity both at the European and world levels.
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Figure 167 — To the best of your knowledge, were any of your product innovations
during the three years 2018 to 2020 - A first in your economy

(Respondents who introduced new or significantly improved products and/or services, N=465, %)
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Figure 168 — To the best of your knowledge, were any of your product innovations
during the three years 2018 to 2020 - A first in Europe

(Respondents who introduced new or significantly improved products and/or services, N=465, %)
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Figure 169 — To the best of your knowledge, were any of your product innovations
during the three years 2018 to 2020 - A world first

(Respondents who introduced new or significantly improved products and/or services, N=465, %)

Albania 32 47 21
Bosnia and
Herzegovina 8 76 16
Kosovo* 22 15 64
Republic of
North Macedonia 13 81 7
Montenegro |k} 74 24
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Businesspersons were offered seven aspects of innova-  impression is that Western Balkans’ businesses became
tion policies in their economies to rank from complete  more satisfied with the innovation-supporting environ-
satisfaction to complete dissatisfaction, including: pol-  ment than in 2019. However, majority of respondents
icies promoting innovation, innovation infrastructure,  (a third to 40%) remained neutral on all aspects, while
university-business cooperation, public services that about a quarter showed strong or some satisfaction.
support innovation, and so on (Figure 170). The general
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Figure 170 — Could you please tell me how satisfied are you with each of the following

in your economy:
(All respondents - N=1200, %)

100
n 14 14 13 13 13 17
g v v v v v
80 v 8 8 8 7 7 ;
v v v y v
17 16 16
16 16 19 15
60
r A A A . P R
0 4 39 40 35 39 39 39
20 A A A A
A A A
20 19 18 21 22 21 19
0 2 3 ! 4 ! 4 3 4
Policies that Innovation University business Support to Support to Enabling Innovation
promote infrastructure  collaboration aimed innovative innovative environment capabilities
and encourage  (innovation centres,  towards solving ideas from ideas from foridea making, of startups, innovators
innovative incubators, accelerators, practical public sources private introducing  and academic community
activities, hubs), problems, (local or economy level), sources, and diffusionof  to offer applicable
innovation, solutions.

Il Completely Satisfied
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During the last three years, 12% of enterprises ob-
tained support from local or regional authorities, 11%
from central government and 6% from the EU or oth-
er donors (Figure 171 through Figure 173). Although
these numbers may seem small, they reveal an expand-
ing financial envelope for innovations compared to the
situation a year ago. There are no striking differences

H Mostly Dissatisfied
Il Completely Dissatisfied

A Significantly higher than 2019
WV Significantly lower than 2019

I don't know/ | cannot Estimate

among the economies of the Western Balkans in this
regard, although, for instance, local authorities were
more active to support innovation in Montenegro with
16%, while regarding central authorities, the ones in
Albania, Republic of North Macedonia and Serbia have
been considered as the most supportive.
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Figure 171 - During the past three years (2018 to 2020), did your enterprise receive
any public and/or donor’s financial support for innovation activities from the following
levels of government? - Local or regional authorities

(All respondents - N=1200, %)
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Figure 172 - During the past three years (2018 to 2020), did your enterprise receive
any public and/or donor’s financial support for innovation activities from the following
levels of government? - Central government (including central government agencies or
ministries)

(All respondents - N=1200, %)
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Figure 173 - During the past three years (2018 to 2020), did your enterprise receive
any public and/or donor’s financial support for innovation activities from the following
levels of government? - The European Union (EU) or other donors

(All respondents - N=1200, %)
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Finding an applicant with the required set of skills is a
considerable challenge for employers in the Western
Balkans. Namely, more than a quarter of companies in
the region have reported struggling to fill vacancies,
with the most commonly cited reason being the lack of
necessary skills by prospective applicants. With this is-
sue likely to become increasingly important in the near
future, policymakers must invest considerable effort in
increasing the size of the labour pool through activa-
tion, training, and education of both the inactive and
the unemployed. With women more frequently inac-
tive due to various reasons, including social stereotypes
and marginalised positions in Western Balkan societies,
special tailored programmes should be designed and
deployed to ensure their inclusion into the labour pool.

Employed individuals in the Western Balkans are pre-
dominantly with secondary school education (35%)
(Figure 174). The share of respondents with university
education is likewise large, 26%, though on average it is
not very high in Western Balkans companies.The region
largely eradicated complete illiteracy among working
population, although the share of the employed with
completed primary education remains considerable.
Montenegro has the most educated working popula-
tion (39% of the employed completed tertiary educa-
tion), while Serbia has the largest pool of workers with
secondary education. It is worth noting that the share
of employees with vocational qualifications (usually
the secondary school level) is less than half of the share
of those with secondary general education.

Figure 174 — What percentage of the workforce at your firm has the following education

levels?
(All respondents - N=1200, mean)
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Businesspersons offer a variety of opinions when asked
if the skills taught in their educational systems meet
the demand (Figure 175). Across the entire region, on
average they agreed (55%) that this is the case, though
with a shrinking share (63% in 2019). Serbian business-
persons are in most agreement that the supply of skills
meets the demand (80%), while this is the least the

Figure 175 — Would you agree that the skills
economy meet the needs of your company?
(All respondents - N=1200, %)
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case in Bosnia and Herzegovina, where the majority of
respondents articulated neutral stance (47%), followed
by Kosovars (41%). The hesitance around the adequacy
of generated skills is the largest in Bosnia and Herze-
govina, the Republic of North Macedonia and Monte-
negro, where 18% of respondents in each economy
expressed disagreement.
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Such a stance is also reflected in the likelihood that the
company would hire a young person with no experi-
ence whose educational profile completely meets the
needs of the business (Figure 176). On average, 69%
of companies responded likely or very likely, with such

Republic of
North Macedonia

Montenegro Serbia Western Balkans

Il Totally agree
DK/refuse

A Significantly higher than 2019
v Significantly lower than 2019

«)= Mean

a share being as large as 83% in Serbia and as small as
60% in Albania. Therefore, businesspersons across the
region are quite confident that they could find the re-
quired skill on the market, generated solely by the edu-
cational system and not by previous experience.
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Figure 176 — How likely would it be for you to hire a young person whose educational
profile completely meets the needs of your business, but without work experience?

(All respondents - N=1200, %)
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Speaking about experience, internship - as a vehicle
to obtaining initial work experience - is not that wide-
spread in the region (Figure 177). On average, 28% of
respondents said they introduced or planned to intro-
duce an internship or apprenticeship programme in

DK/refuse to answer v Significantly lower than 2019

«)= Mean

their company, a no change with respect to 2019. The
tentativeness surrounding internship is the lowest in
Montenegro (50% opened internship positions), and
the highest in Albania (74% of respondents said they
were not planning any internship offerings).
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Figure 177 — Have you already, or do you plan to introduce an internship or
apprenticeship programme in your company?
(All respondents - N=1200, %)

Figure 178 — How important are digital skills for your company?
(All respondents - N=1200, %)
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Digital skills remain important for the companies in
the Western Balkans (Figure 178). 29% of respondents
said they were very important, while another 48% said
somewhat important - roughly the same shares as in
2019. The same appreciation of digital skills is present
across the region, although Montenegrins assigned the
largest importance to it (41% evaluated digital skills as
very important), while the hesitancy has been the larg-
est in the Republic of North Macedonia (29% referred
to digital skills as unimportant). In spite of the fact that
a sound 77% of respondents confirmed that digital

WV Significantly lower than 2019

skills are somewhat important or very important for
their company, they have not turned this into actions
towards improving their employees’skills (Figure 179).
Of those who undertook such activities, it was mainly
on-the-job/internal training (23% of all respondents,
decreased by half from 45% a year ago). It was most-
ly Montenegrins who invested in digital skills through
internal training (38%), but also through online cours-
es (22%) and workshops (13%). The attitude towards
investing in digital skills was less positive in the other
economies of the Western Balkans.

v Significantly lower than 2019

Figure 179 — Do you take concrete measures to improve the digital skills of your

employees?

(Respondents who marked digital skills as very important and somewhat important - N=918, %)
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The pandemic dwindled the pressure that hard-to-fill
vacancies exerted before (Figure 180). Only 16% of re-
spondents said this was the case in the last 12 months,
as opposed to 28% a year ago. The pressure relieved
throughout the entire region, but it was the lowest in
the Republic of North Macedonia (9%) and the high-
est in Montenegro (25%). Two key problems stand out
as reasons for the hardship to fill vacancies (Figure
181): lack of skills (44%) and emigration (37%). The two

reasons dominate in all Western Balkan economies,
although emigration is more important in Serbia and
Bosnia, while the opposite is the case in the other econ-
omies. A year ago, in 2019, skills were the dominant un-
derlying reason behind the hardship to fill vacancies.
Surprisingly, the salary as motivator was less frequently
chosen by respondents in 2020, despite the non-negli-
gible share ranging from 5% in Kosovo* to 19% in Ser-
bia.

Figure 180 - Did you have vacancies over the past 12 months that have proved hard to

fill?
(All respondents - N=1200, %)
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Figure 181 — Why do you think this is the case?
(Respondents who had difficulty in filling vacancies, N=190, %)
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by the company is not competitive

While complaining about the availability and scarcity
of skills, businesspersons in the Western Balkan econo-
mies have not been undertaking any training for their
staff in 70% of the cases (Figure 182). It was mostly
Montenegrins who invested in non-formal education
(39% responded they organizes some kind of training),
while Macedonians did so the least (18%). In addition,
majority of companies (39%) do not review their skill

W DK/refuse

and training needs of the individual employees (Figure
183). Yet, this picture observes a slight improvement
compared to 2019, when the share of 'no’ respondents
was 45%. Again, it was mostly Montenegrins who pur-
sue such review (45% responded they regularly re-
viewed the skill and training needs of individual em-
ployees), as compared to Macedonians who did it the
least (17%).

183
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Figure 182 — Over the past 12 months, has your business funded or arranged any

training and development for staff in the organisation, including any informal on-the-
job training, except for training required by the law?
(All respondents - N=1200, %)

100

80

60

40

20

3 4 8 3 10 3 5
52

71 67

n 39
26 20 18 19 25

|
Albania Bosnia and Kosovo* Republic of Montenegro Serbia Western Balkans
Herzegovina North Macedonia
M Yes [ No I DK/refuse

Figure 183 — Thinking about skills requirements, does your company regularly review
the skill and training needs of individual employees?
(All respondents - N=1200, %)
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As opposed to the scarcity of training opportunities,
employees generally show readiness for acquiring new
knowledge (Figure 184). 56% of them responded their
employees were interested or very interested in ac-
quiring additional qualifications, with such share being

HUMAN CAPITAL

dominant across all the Western Balkan economies. Yet,
employees in the Republic of North Macedonia are the
least motivated to pursue additional qualifications, as
27% were neutral, while 20% were not interested.

Figure 184 — How would you assess the readiness of employees in your company to
acquire additional qualifications in order to advance and get promoted?

(All respondents - N=1200, %)
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The gender pay equality is the key way to increase
the number of women on the labour markets of the
Western Balkans (Figure 185). On average, 47% of re-
spondents said that paying women and men the same
would increase women'’s participation in the labour
market, placing this as the most rated and effective
way. However, in Bosnia and Herzegovina and the Re-
public of North Macedonia, two other ways stand out:

B They are interested in acquiring
additional qualifications

North Macedonia

A Significantly higher than 2019
v Significantly lower than 2019

I They are very interested in acquiring
additional qualifications

DK/refuse

accessible childcare and ability of combining jobs with
household chores. Other ways were likewise identified
as potentially effective in the region; e.g. the availabili-
ty of flexible working arrangements (48% in Bosnia and
Herzegovina); absence of discrimination (36% in the
Republic of North Macedonia); access to decent jobs
(27% in Serbia).
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Figure 185 — In your opinion, what are the most effective ways to increase the number

of women in the labour market?
(All respondents - N=1200, %)
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H Increasing flexible work arrangement (e.g. part-time work, working from home)

B Making it easier for women to combine a job with household and care responsibilities
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B Making sure it is beneficial financially to work for women (by changing rules on taxes and social benefits)

Improving access for women to traditionally “male jobs”

Il Making employers aware of the benefits of employing and promoting women
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Finally, respondents consider that the governments
should introduce policies to retain the labour force in
the Western Balkan economies as key to curbing the
problem of labour force shortages and brain drain (Fig-
ure 186). 46% of respondents provided this answer,
ranging from 37% in Albania to 56% in Kosovo*. A sec-
ond-ranked policy alternative was subsidising more at-
tractive employment conditions and encouraging the
return of migrants), an option most pronounced in the

Republic of North Macedonia (27%). Incentivising dias-
pora to return and/or encouraging transfer of knowl-
edge by the diaspora were policy options that gained
some attention among respondents. Yet, in some of the
Western Balkan economies, institutional effectiveness
was identified as the key to curbing the brain drain;
e.g. in Kosovo* and Montenegro, this option was third-
ranked.

HUMAN CAPITAL

Figure 186 - To curb the problem of labour force shortages and brain drain, our
government should:
(All respondents - N=1200, %)
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EMPLOYMENT PRACTICES

Western Balkans’businesses rely on various practices to
hire new employees, though with different intensities
(Figure 187). The most often used practice is through
personal contact, as 49% of respondents marked,
though a decline from 59% a year ago. Advertisements
in papers and online have been used often in 30% of
the cases, and sometimes in 46% of the cases. Surpris-
ingly, the intermediation of the employment agencies

is used sometimes (38%) or never (42%), signifying the
potential mistrust that employers from the region nest
in the employment service agencies. Likewise, hiring
through cooperation with the educational institutions
remains low, as 58% responded that never did that,
while 28% did sometimes. On the far end, “poaching”
of employees from competitors has never been used as
a hiring practice in more than two thirds of the cases.

Figure 187 — How often do you use the following when hiring new employees?

(All respondents - N=1200, %)
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Figure 188 through Figure 193 report the preferences
in employment practices among the Western Balkan
economies. Personal contacts as vehicles for employ-
ment are widespread across the region, yet from levels
as high as 60% in the Republic of North Macedonia and
Montenegro to 29% in Bosnia and Herzegovina. Ac-
tually, in Serbia, Bosnia and Herzegovina and Albania,
the share of respondents who said this practice was

Vv Significantly lower than 2019

sometimes used is high: 52%, 46% and 44%, respec-
tively. Advertising is most often used in Kosovo* (39%),
Montenegro (37%) and the Republic of North Macedo-
nia (34%), although the share of respondents who used
it sometimes remains prevalent in all Western Balkan
economies. On the contrary, the usage of employment
agencies is prevalently seldom or excluded across the
Western Balkans: from 52% of respondents that nev-

er used it as employment practice in the Republic of
North Macedonia, to 29% in Serbia. Likewise, direct co-
operation with educational institutions is an even rarer
employment practice: 42% of respondents in Monte-
negro never used it, to as many as 73% in the Republic
of North Macedonia. The Western Balkans' businesses

EMPLOYMENT PRACTICES 1 8 9

revealed a similar attitude towards private employ-
ment agencies. Finally, on the positive side, ‘stealing’ of
employees from competition is still seldom: 53% (Bos-
nia and Herzegovina) to 75% (Serbia) of respondents
said they never used such practice, while the share of
those who often used it is negligible.

Figure 188 — How often do you use the following when hiring new employees? -
Through personal contact (following recommendations of friends and colleagues)

(All respondents - N=1200, %)
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Figure 189 — How often do you use the following when hiring new employees? - Figure 191 — How often do you use the following when hiring new employees? - By
Through placing advertisements in the papers and/or online cooperating directly with education institutions
(All respondents - N=1200, %) (All respondents - N=1200, %)
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Figure 190 — How often do you use the following when hiring new employees? - With Figure 192 — How often do you use the following when hiring new employees? - With
the intermediation of the official employment agency the intermediation of private employment agencies and/or head hunters
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Figure 193 — How often do you use the following when hiring new employees? -
“Poaching” employees from the competitors

(All respondents - N=1200, %)
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On the assumption that employers were offered fur-
ther flexibilisation in hiring and firing procedures, they
said they would mostly retain their current number of
employees (Figure 194). This may be a reflection of the

Republic of
North Macedonia

Montenegro Serbia Western Balkans

H Never M DK/refuse

sufficient level of flexibility attained in the regulation of
the labour markets in the Western Balkans. The share of
respondents who said so varies from 62% in Montene-
gro to 80% in Kosovo*, yet remaining dominant.

EMPLOYMENT PRACTICES

Figure 194 - If you could change the number of full-time workers your company
currently employs without any restrictions, what would be your optimal level of
employment as a percent of your existing workforce? Would you decrease, increase or

retain the same level of employees?
(All respondents - N=1200, %)
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The gender distribution of workers corroborates pres-
ent gender employment gaps in the region, i.e., the
higher employment rates observed among men than
among women. Figure 195 reveals that two thirds of

North Macedonia

A Significantly higher than 2019
Vv Significantly lower than 2019

workers are men and such a gap is wider in the Repub-
lic of North Macedonia, where 77% of workers are men.
In the other economies, the share of male workers hov-
ers around 60%.
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Figure 195 — Of the total number, how many of your employees are men and how many

women?
(All respondents - N=1200, %)
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The attitude towards Roma as workers changes in the
region for the worse. 37% of respondents said they
would likely hire a Roma person with adequate compe-
tences, and another 16% responded with ‘very likely'
But, altogether, this share is lower than in 2019 (39%
and 27%, respectively). The negative attitude towards
Roma people is the strongest in Albania, as 23% of re-

North Macedonia

H Women

spondents said it was unlikely or very unlikely that they
would employ a Roma person, followed by the Repub-
lic of North Macedonia (18%). Bosnia and Herzegovina
reflected the most neutral stance (48%), while Serbia
was predominantly positive towards employing Roma
persons as 69% responded with likely or very likely.

EMPLOYMENT PRACTICES 195

Figure 196 — How likely would it be for you to hire a Roma person whose educational

profile and experience completely meet the needs of your business?

(All respondents - N=1200, %)
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The majority of companies in the Western Balkans re-
ported no gender preference in hiring, 56% (Figure
197). However, of those with gender preferences, large
majority revealed preference to employ a man (30%
of total respondents). No large variations are present
across the region, yet, gender stereotyping in hiring is

DK/refuse to answer Vv Significantly lower than 2019

all)= Mean

the most present in the Republic of North Macedonia,
where 35% expressed preference to employ a man and
17% to employ a woman. Preferences towards women
are the lowest in Bosnia and Herzegovina and Kosovo*
(4%) each, while Montenegro has the lowest gender
preference towards men (20%).
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Figure 197 — In your opinion, do companies like yours have a gender preference in

terms of hiring?
(All respondents - N=1200, %)
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Sheer majority of respondent companies do not em-
ploy a representative from the depicted vulnerable
groups: persons with disabilities, displaced persons
or refugees, Roma and other ethnic minorities (Figure
198), almost two thirds. This is a considerable increase
from 55% in 2019, at the expense of all these groups.
Employment attitude against vulnerable groups is the
strongest in Kosovo*, where 86% of respondents re-
ported no vulnerable worker hired, followed by the Re-
public of North Macedonia (79%). Yet, in the Republic
of North Macedonia, 11% hired a Roma and 10% hired

B DK/refuse

other ethnic minorities. The picture is more colourful
in other economies: for example, the attitude towards
hiring Roma is the highest in Serbia (24%) and Albania
(23%), while attitudes towards displaced persons and
persons with disabilities are higher for both in Bosnia
and Herzegovina, with 28% and 24%, respectively for
each category . These shares, however, are not a pure
reflection of the attitudes of employers, but also of the
participation of vulnerable groups in the working-age
population in the respective economies.

EMPLOYMENT PRACTICES

Figure 198 — Do you have somebody from the below mentioned vulnerable groups

working in your company?
(All respondents - N=1200, %)
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63% of respondents consider employing Roma as neu-
tral for the sales and the working environment (Figure
199). However, 15% revealed negative assertiveness, a
small increase compared to 2019. Such negative atti-
tude is the strongest in Bosnia and Herzegovina (30%),

and the least strong in Kosovo*, Montenegro and Ser-
bia (10% each). Notwithstanding the prevalent neutral
stance across the region, the still high 14% in Kosovo*
considered Roma workers as beneficial for their com-
pany’s sales and working environment.
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Figure 199 — Do you think that employing Roma persons would affect company sales or
the working environment in a positive or a negative way?

(All respondents - N=1200, %)
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The attitude towards employing foreigners in the West-
ern Balkans is inconclusive (Figure 200), as 27% consid-
ered this as likely, while 28% as unlikely, and another
28% of respondents expressed neutral stance. Yet, the
situation is striking in the Republic of North Macedonia,
where 48% expressed strong hesitation against em-

60 80 100

Hl Would have no effect
W DK/refuse

A Significantly higher than 2019
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ploying foreigners, and another 24% expressed some
unlikeliness. On the contrary, Kosovars were mostly in
favour of foreign workers, with 51% saying that such a
practice would be likely. Employers manifested a simi-
lar attitude towards workers from other economies in
the Western Balkans (Figure 201).
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Figure 200 — How likely would you employ workers from abroad in your company?
(All respondents - N=1200, %)
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Figure 201 — How likely would you employ workers from the WB region in your
company?
(All respondents - N=1200, %)
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Those who responded that they would employ work-
ers from the Western Balkan economies reflect a variety
of attitudes (Figure 202). For example, Albanians are
mostly in favour of hiring Kosovars (81%), probably re-
flecting the absence of a language barrier. On the other
hand, while 54% of Kosovars reported that they would
prefer Albanians, they were also in favour of Macedo-
nians (45%) and Montenegrins (35%). Serbians mostly

Balkan Barometer 2021 - Business Opinion - Analytical report

favour Montenegrin (71%) and Bosnian (66%) workers,
again a reflection of the language advantage, and the
preference is mirrored in Montenegro. Macedonians
prevalently favour Albanian workers (46%) and Serbian
ones (43%). The preference in Bosnia and Herzegovina
is more evened out with respect to the workers from
the other Western Balkan economies.

Figure 202 - You said that you would employ workers from the WB region in your
company, from which economy/economies exactly?
(respondents who would likely employ workers from the region, N=704, %)
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47% of businesspersons in the Western Balkans have
not heard of the Regional Cooperation Council, which
is an increase from 31% a year ago. The most advanta-
geous in this regard are Serbians, where 72% of busi-
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nesspersons know about the RCC, while the least ad-
vantageous are Montenegrins, where such share is only
31% (Figure 203).

Figure 203 — Have you heard of the Regional Cooperation Council?
(All respondents - N=1200, %)
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COVID-19 IMPACT

The crisis caused by the outbreak and the spread of
Covid-19 has been an unprecedented challenge for
Western Balkans’ businesses as elsewhere. The large
majority (59%) responded to it with a reduction of their
operations (Figure 204). Yet, a quarter remained in-
tact, at least when judged based on the load of their
operation, while the share of those who reported a

permanent closure was almost zero. The intraregional
variation reveals that Serbian businesses fared the best
through the crisis, as 41% reported that they normally
continued their operations, while enterprises in Bosnia
and Herzegovina did the worst, because 51% reported
downscaling of production, and another third faced a
temporary closure.

Figure 204 — Has your business been affected in any way by the spread of coronavirus/

COVID-19?
(All respondents - N=1200, %)
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Figure 205 — How has your company’s total employment changed over the past 12
months?
(All respondents - N=1200, %)
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The key problem revealed by businesspersons per-
tinent to Covid-19 has been the access to finance
(46%), suggesting that Covid-19 could be perceived
mainly as a liquidity crisis. However, when the variety
of measures deployed by the government are consid-
ered, then it is likely that this problem is revealed as a
mixture of Covid-19 pressure and inherited structural
issues that had existed even before. Containment mea-
sures, on the other hand, could be clearly related to the

Covid-19, and these were pointed out by 35% of com-
panies. These two topped the list in almost all Western
Balkan economies, though with some variation. For
example, the supply-chain problems are revealed as
second-ranked in Kosovo*, while in Albania, problems
with staff, supply chain and access to domestic custom-
ers, have all been reported as the ones with the biggest
impact.

The production response was largely reflected in em-
ployment (Figure 205). For 33% of Western Balkan
companies, the number of workers was reduced during
COVID-19. The economy most affected by the changes
is Kosovo* (49%), followed by Albania (39%).

In Serbia and Republic of North Macedonia, businesses
have predominantly maintained the number of work-
ers (78% and 72%, respectively). At the regional level,
60% of businesses managed to retain their employees
in the past 12 months.
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Figure 206 — In what ways has your business been affected, i.e. what specific
problems, if any, has your business faced?
(All respondents - N=1200, %)
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Figure 207 — What contingency measures, if any, has your business taken to mitigate
the impact of coronavirus/Covid-19 spreading?
(All respondents - N=1200, %)
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Of the palette of contingency measures, companies
in the Western Balkans mostly reduced working hours
(52%), followed by measures to secure additional hy-
giene (34%) (Figure 207). The reduced working hours
top the list in all Western Balkans economies, except
in the Republic of North Macedonia, where the hy-

giene-related measures popped up first (57%). In Al-
bania, for instance, sick leave was the second-ranking
contingency measure (26%), while in Kosovo*, it was
the short-term lay-offs (21%). In Montenegro, 30% re-
sponded that they switched to teleworking.

I Offering sick pay to all staff as they self-isolate

In terms of the supply-chain disruptions imposed by
Covid-19, out of the majority of companies that accept-
ed to provide insights (28% refused to answer), 24%
reduced reliance on a specific supplier, 18% brought
certain operations in-house, while 15% geographical-
ly diversified purchases and reviewed contract terms,
each (Figure 208). The distribution of these four reac-

tions across the region differs. For instance, in Serbia
and Montenegro, stronger majority (37% and 29%, re-
spectively) reduced reliance on specific supplier; in the
Republic of North Macedonia, all four responses were
almost equal; in Kosovo* and Bosnia and Herzegovi-
na, the reduction of outsourcing dominated (23% and
27%, respectively).
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Figure 208 - In light of Covid-19 pandemic and supply chains disruptions, which of the

following measures have you considered?

(All respondents - N=1200, %)
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Lost income during Covid-19 remains the key concern
for Western Balkans’ businesses (Figure 209). This prob-
lem is dominant in Serbia (42%), Montenegro (39%)
and Albania (37%). In Kosovo*, a majority of 35% re-
sponded they were concerned about the possible ces-

sation of operation, as well in Bosnia and Herzegovina
(32%). In the Republic of North Macedonia, reduced
productivity is the key present concern (34%), although
succinctly followed by the lost income concern (30%).

COVID-19 IMPACT

Figure 209 - In light of Covid-19 pandemic and supply chains disruptions, which of the
following measures have you considered?
(All respondents - N=1200, %)
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FINANCIAL AND
OPERATIONAL PERFORMANCE

Amid Covid-19, 72% of businesses responded that
their access to finance declined (Figure 210). While
this share varies across the region, from 50% in Kosovo*
and Montenegro, to 80% in Bosnia and Herzegovina,
it remained the key feature of the crisis when liquid-
ity positions of companies are considered. Consider-
ing that a part of the deployed government measures
aimed at direct aiding of company’s liquidity, dominant
share of companies (70%) responded that they were
useful at least to some degree (Figure 211). Yet, such
satisfaction differed across the region: in Serbia, 12%

evaluated measures as very useful, 29% as useful, and
51% as somewhat useful, totalling to 92%). On the oth-
er hand, in Kosovo¥, the total usefulness was assessed
as positive by only 48% of respondents, while in Bosnia
and Herzegovina by 52%. In Bosnia and Herzegovina,
the share of those assessing measures as extremely
useless has been the highest among the Western Bal-
kan economies, 20%. In Albania, the Republic of North
Macedonia and Montenegro, responses have been
more evenly distributed, with a dominant share of re-
spondents saying measures were somewhat useful.

Figure 210 — Has your business’s access to financial resources changed since the

outbreak of COVID-19?
(All respondents - N=1200, %)
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Figure 211 — In your opinion how useful are the Government’s economic measures in

your economy?
(All respondents - N=1200, %)
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Interest-free loans constitute the measure that helped
the most to Western Balkan businesses (Figure 212),
with satisfaction ranging from 64% in Kosovo* to 35%
in the Republic of North Macedonia and Montenegro.
The temporary reductions of social-security contribu-
tions are second-ranked at the level of region, ranging
from 56% in the Republic of North Macedonia to 34%in
Albania. Tax deferrals are considered of the third most
important at the level of Western Balkans, ranging from

H Somewhat useful

North Macedonia

I Extremely useful

DK/refuse to answer

6% in Kosovo* to 50% in Bosnia and Herzegovina. Bank
loan payment deferrals are fourth-ranked. Some mea-
sures were more important in some of the Western
Balkan economies than in others, likely reflecting the
varieties in the design of the aid packages. For exam-
ple, in Albania, government loan guarantees were also
prominent (25%), while in Bosnia, the forms of liquidity
support stood out (37%).
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Figure 212 — Which of the following measures of the Government would assist your

business the most to help you overcome the
(All respondents - N=1200, %)
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Western Balkan businesses are moderately confident
that they have the financial resources to continue oper-
ating throughout the COVID-19 outbreak, as 53% of re-
spondents said so (Figure 213). This share ranges from
45% in the Republic of North Macedonia and Mon-
tenegro to 68% in Kosovo*, yet remaining dominant.
The share of respondents who are very confident is the

Republic of
North Macedonia (workers) (workers)

crisis created by COVID-19 pandemic?
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Exemption of certain categories of taxpayers from payment
of advance instalments for company income tax and
personal income tax purposes

l Direct subsidies
Various forms of liquidity support

B Decreased rate of the penalty interest
Other (please specify)
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highest in Serbia (26%), while those who are extremely
confident are the most numerous in Kosovo* (8%). On
the other side, the share of respondents who are limit-
edly confident is the largest in Bosnia and Herzegovina
(22%), while those who are not confident at all reach
the highest level in Montenegro (10%).

FINANCIAL AND OPERATIONAL PERFORMANCE 2 1 1

Figure 213 — How confident are you that your business has the financial resources to
continue operating throughout the coronavirus/COVID-19 outbreak?

(All respondents - N=1200, %)
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The majority of companies manage to make most of
their payment, although some difficulties arise (70%)
(Figure 214). The share of those facing serious prob-
lems is the highest in the Republic of North Macedonia

Hl Moderately confident
l Very confident

I Extremely confident

DK/refuse to answer

(21%), albeit the Republic of North Macedonia also fea-
tures the highest share of respondents who do not face
any problem (23%).
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Figure 214 - Are you having trouble in making the obligatory payments (taxes, wages,

utilities, etc)?
(All respondents - N=1200, %)
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OUTLOOK - FUTURE

EXPECTATIONS

Western Balkans’ businesses remain pessimistic about
the future (Figure 215): 37% consider the return to
normality will happen a year from now (beginning of
2022), while another 29% believe it will occur beyond
that timeframe. The pessimism is particularly articulat-
ed in Serbia (43% and 38%, respectively) and Bosnia
and Herzegovina (37% and 39%, respectively), while
Kosovars are clearly optimistic. Of the latter, 17% ex-

pect a return to normalcy by the spring of 2021, and
additional 36% by the summer of 2021. In general, the
share of respondents who expect that the life will get
back to normal by the summer of 2021 is not negligible
in the rest of the Western Balkan economies: from 13%
in Bosnia and Herzegovina to 25% in the Republic of
North Macedonia.

Figure 215 — When do you think the coronavirus/COVID-19 pandemic will be contained

and life will return to normal?
(All respondents - N=1200, %)
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Most of the businesses are neutral about the post-
Covid-19 economic conditions:49% on average (Fig-
ure 216). The pessimism in this regard is the highest
in Albania (33%) and the Republic of North Macedonia
(29%), while optimism is the highest in Montenegro

(48%) and Kosovo* (42%). The same expectations are
expressed when companies were asked about when
the economy would recover: 36% think in 2 years, 33%
think beyond that timeframe, 17% by the end of 2021,
and 7% already during 2021 (Figure 217).
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Figure 216 — How is your overall confidence level in economic conditions after the

COVID-19 situation?
(All respondents - N=1200, %)
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Figure 217 — In your opinion, how much time will it take for the overall economy to
recover once the lockdown from COVID-19 is over?

(All respondents - N=1200, %)
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Responses regarding own business resemble this pic-
ture, with slightly more optimism. While 31% consid-
ered the return to normalcy would happen by the end
of 2022, equal share considered it would take place by
the end of 2021. The pessimism concerning own busi-
ness is the strongest in Bosnia and Herzegovina, where

North Macedonia

H Bytheendof2021 M In2years I Inmorethan2years M DK/refuse to answer

23% of respondents expect normalisation beyond
2022, followed by 41% in Montenegro who said so for
2022. On the other hand, Kosovars* are the most opti-
mistic, as 22% expect normalisation of their own busi-
ness during 2021, followed by 41% of Albanians who
expect this by the end of 2021.

OUTLOOK - FUTURE EXPECTATIONS

Figure 218 — What about your business? How much time will it take for your business
to recover once the lockdown from COVID-19 is over?
(All respondents - N=1200, %)
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FOCUS ON LARGE COMPANIES

The situation in the economy was reported to have de-
teriorated by 52.6% of large companies?in 2020 (Figure
219), more than double the share a year ago (24%), yet
lower than for the overall sample of companies (74%).
Similarly, 32% of large companies exhibited deterio-
ration of their business activity in 2020, compared to
61% of micro firms. This resonates the notion that the
impact of the corona-crisis has been stronger on small-

er companies; large companies have more frequently
built buffers, part of which were deployed during the
crisis. Likewise, large companies less frequently expect
that the number of workers will decline in the next year
(Figure 222). 42% of large companies reported that
they expect an increase of jobs, compared to only 11%
of micro-enterprises.

Figure 219 — How has the general economic situation changed over the past 12
months? Has it deteriorated, remained unchanged or improved?

(All respondents - N=1200, %)
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2 Forthe purposes of this report, any enterprise that employs more than 250 people is referred to as a large enterprise.

FOCUS ON LARGE COMPANIES

Figure 220 — How do you expect the general economic situation in your economy
to develop over the next 12 months? Will it mostly deteriorate, remain unchanged or
improve?

(All respondents - N=1200, %)
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Figure 221 — How has your business situation developed over the past 12 months? Has

it deteriorated, remained unchanged or improved?
(All respondents - N=1200, %)
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Figure 222 — How do you expect the number of people employed in your company to

change over the next 12 months?
(All respondents - N=1200, %)
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Similar conclusions could be drawn if large companies
are observed through the demand for these products
(Figure 223 and Figure 224). 32% of them reported a
decrease of demand during the pandemic, as opposed

to 55% of the entire sample. In perspective, for the next
year, 52.6% expect their demand to pick up, as com-
pared to only one third of companies in the entire sam-
ple.

Figure 223 — How has the demand for your

company’s products/services changed over

the past 12 months? Has it deteriorated,
remained unchanged or improved?
(All respondents - N=1200, %)

FOCUS ON LARGE COMPANIES

Figure 224 — How do you expect the
demand for your company’s products/
services to change over the next 12
months? Will it decrease, remain mostly
unchanged or increase?

(All respondents - N=1200, %)

100 0 1 0
1 .
80 37 .
34 &
60
32
55
20 47
32
17
0 0
Large Western Balkans Large Western Balkans
M Decrease M Mostlyunchanged M Increase M DK/refuse

Large companies, on average, report labour regula-
tions, skills and quantity of labour as more problem-
atic than what the other companies said (Figure 225).
However, the difference in the averages is too small
to be statistically meaningful. Likewise, large firms fi-

nanced their operations during the pandemic predom-
inantly with internal funds (58%), but this share has not
been significantly different than for the firms of other
sizes (Figure 226).
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Figure 225 — Can you tell how problematic are these different factors for the operation
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and growth of your business? Can you please rate each?

(All respondents - N=1200, scores are on a scale of 1 to 4 where 1 means major obstacle, 2 moderate obstacle, 3

minor obstacle and 4 no obstacle, mean)

Figure 226 — What proportion of your firm’s working capital and new fixed investment

2.8
26 26 2.6 2.6

Labour regulations

M Micro

2.8
27 21 54 27

Skills and educcation of available workforce

M Small I Medium I Large [ Western Balkans

2.5

2.8

Availabillity of labour

2.6

has been financed from each of the following sources, over the past 12 months?
(All respondents - N=1200, %)
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Large firms are more frequently exporters (Figure
227).29% of them reported they exported either in the
region or in the EU or elsewhere, as compared to, for in-
stance, only 9% of micro-firms. The positive correlation
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between the export-orientation and the size of the firm
is apparent. Yet, even the share of large firms who sell
only domestically, 71%, is still very large.

Figure 227 — What percentages of your company’s sales are made domestically,
exported to the WB region, to the EU or to the third countries?

(All respondents - N=1200, %)
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37% of large companies agree that their products and
services can well compete on the market of the West-
ern Balkans (Figure 228), while 47% are confident in
being competitive on the EU market (Figure 229). This
observation resonates the same conclusion for the en-
tire sample of respondents. The sentiment regarding
own competitiveness on the regional and European

H Exported to the Western Balkans region

W ExportedtotheEU M Exported to third countries

markets subsided over years however (Figure 230 and
Figure 231, respectively). For example, 77% of large
respondents fully agreed that they could compete on
the regional market in 2017, as opposed to only 37% in
2020. Likewise, 70% strongly believed they were com-
petitive on the European market in 2017, and the share
dwindled to 47% in 2020.
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FOCUS ON LARGE COMPANIES

Figure 228 — To what extent do you Figure 229 — To what extent do you Figure 231 — To what extent do you agree with the following statements - My
agree with the following statements - My agree with the following statements - My company’s products, goods and services can compete well with products, goods and
company'’s products, goods and services company'’s products, goods and services services from other EU countries?
can compete well with products, goods can compete well with products, goods (Large companies - N=19, share of total, %)
and services from the Western Balkans? and services from other EU countries?
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On average, large companies do not consider CEFTA
2006 to have been more beneficial than what other

Figure 230 - To what extent do you agree with the following statements - My Conjpanies thought (Figure 232). 42% of large com-
company’s products, goods and services can compete well with products, goods and panies reflected agreement that CEFTA 2006 has been

services from the Western Balkans?
(Large companies - N=19, share of total, %)
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um-sized enterprises are similar: 37% and 43%, respec-
tively. Yet, there have been no large companies who
expressed total disagreement, as compared to 12.2%
in micro companies, 7.5% in small ones, and 6.6% in
medium-sized enterprises.
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Figure 232 — To what extent do you agree with the following statements - “My company
has benefited from the regional free trade agreement (CEFTA 2006)"?

(All respondents - N=1200, share of total, %)
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Large companies more frequently use internet for a
variety of objectives, as revealed on Figure 233. The
primary reason for using internet is communication,
almost among all large companies (95%), followed by

H Agree M Totally agree I DK/refuse

searching of the internet for business purposes and
sales of goods and services online. Particularly, when
compared to micro-firms, the usage of internet is sig-
nificantly more advanced in the large companies.
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Figure 233 — Does your company use the Internet for...?

(All respondents - N=1200, share of total, %)

100

80 76

60

40

20

Micro Small

B Communication (email, skype, etc.)

B Searching the Internet for innovative ideas,
new trends, partners etc.

H Provision of customer services or support online

il

Medium Large

Purchasing goods or services for your company over the Internet
M Online trainings — internal (organized by your company) or external ones

Data storage (i.e. the cloud), web-based applications or other
internal operational needs

H Presenting your company through company website B Communication with customers/clients/partners through social

I Executing banking or financial transactions online

networks (Facebook, Twitter, Linkedln, etc.)

Il We dont use Internet
B DK/refuse

Selling your goods or services over the Internet
B Advertising on Facebook, YouTube, GoogleAds, etc.

Large companies introduced a new product last year
(16%), yet they do not differ in frequency than the
other companies. They were, however, more active in
innovating during the last three years (16% compared
to 9% in the case of micro firms). Furthermore, 21% of

large companies pursued innovation of products and
services in the two observed timeframes, clearly more
frequently than micro-firms. Overall, while there are
tendencies that large companies innovate more fre-
quently, differences are not stark.
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Figure 234 — Have you introduced new or significantly improved product or service?

(All respondents - N=1200, share of total, %)
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Contrary to the overall sample, large companies more
frequently rely on advertisements in hiring workers
(53% do this often), and utilise an employment agen-
¢y in so doing (37% do this often) (Figure 235). The
channel which was ranked first for the overall sample
- personal contacts, has a third-level significance for

W DK/refuse to answer

large companies. Yet, large companies do not manifest
significantly different opinion on the optimal number
of workers: 79% of large companies said they would re-
tain the same level of workers; this is the case for 73%
of micro-firms.

Figure 235 — How often do you use the following when hiring new employees?

(Large companies - N=19, share of total, %)
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Figure 236 - If you could change the number of full-time workers your company

currently employs without any restrictions, what would be your optimal level of
employment as a percent of your existing workforce? Would you decrease, increase or

retain the same level of employees?
(All respondents - N=1200, share of total, %)
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Large companies have a palette of employees with
respect to employment of vulnerable groups (Figure
237). For example, 47% of them employ Roma, which is
the case for only 5% of micro-firms. 42% of large com-

panies employ ethnic minorities, as opposed to only
7% of micro-firms, and 16% of small firms. Similar dif-
ferences appear with regard to persons with disabilities
and displaced persons or refugees.

Figure 237 — Do you have somebody from the below mentioned vulnerable groups

working in your company?
(All respondents - N=1200, share of total, %)
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Employees of large companies manifest higher readi-
ness to acquire additional qualifications (Figure 238). A
sheer majority of 79% said they were interested or very
interested in so doing, as compared to 60% in the case

Medium Large

l Other ethnic minorities

[l No, there are no members of the listed
groups working in my company

DK/refuse

of small companies. None of the large companies man-
ifested total absence of such interest, as opposed to 5%
of the micro enterprises.
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Figure 238 — How would you assess the readiness of employees in your company to
acquire additional qualifications in order to advance and get promoted?
(All respondents - N=1200, share of total, %)
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FOCUS ON EXPORTERS

Export-oriented companies offer their goods and ser-
vices on foreign markets and are important not only as
a source of sales revenue but also as a driver of com-
petitiveness and innovation in the face of international
competition. The situation in the economy was report-
ed to have deteriorated by 67% of exporters in 2020
(Figure 239), less than the percentage of non-export-
ers who said the same (77%). Similarly, 47% of export-

ers exhibited deterioration of their business activity in
2020, compared to 61% of non-exporters (Figure 240).
This resonates the notion that exporters were hit by the
crisis but they also exhibit a strong potential for fast re-
covery. Yet, exporters do not largely differ from non-ex-
porters in terms of their expectation about the evolve-
ment of the economic situation over the next year.

Figure 239 - 1. How has the general economic situation changed over the past 12
months? Has it deteriorated, remained unchanged or improved?

2. How do you expect the general economic situation in [ECONOMY] to develop over
the next 12 months? Will it mostly deteriorate, remain unchanged or improve?

(All respondents - N=1200, %)
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Figure 240 — How has your business situation developed over the past 12 months? Has
it deteriorated, remained unchanged or improved?

(All respondents - N=1200, %)
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Similar conclusions could be reached if exporters are
observed through the demand for these products (Fig-
ure 241 and Figure 242). 46% of them reported a de-
crease of demand during the pandemic, as opposed to
57% of non-exporters. In perspective, for the next year,
34% of them expect their demand to pick up, almost
the same share as for non-exporters. Exporters are not

M Improve W DK/refuse

different from non-exporters in terms of labour and
other costs (Figure 243), as well in terms of the expec-
tations regarding the number of the employed in the
next year (Figure 244). Similar perception between ex-
porters and non-exporters is revealed about the avail-
ability, quality and affordability of road, railroad, water-
way and air transport
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Figure 245 - For your business purposes,
how would you rate the combination of
availability, quality and affordability of
road, railroad, waterway and air transport?

(All respondents - N=1200, %)
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Figure 246 — For your business
purposes, how would you rate the
combination of availability, quality and
affordability of electricity, gas and water
supply?

(All respondents - N=1200, %)
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and of electricity, gas and water supply. Exporters

were self-deterred from submitting tender documents n
slightly less frequently than non-exporters: 23% of

them responded affirmatively, as opposed to 26% of

on-exporters (Figure 247).

Figure 241 — How has the demand for Figure 242 — How do you expect the
your company'’s products/services demand for your company’s products/
changed over the past 12 months? Has services to change over the next 12

it deteriorated remained unchanged or months? Will it decrease, remain mostly
improved? unchanged or increase?

(All respondents - N=1200, %)
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(All respondents - N=1200, %)
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Figure 243 — How have your labour and other costs (e.g. energy, etc.) changed over the

past 12 months?
(All respondents - N=1200, %)
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Figure 244 — How do you expect the number of people employed in your company to
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change over the next 12 months?

(All respondents - N=1200, %)
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Figure 245 - For your business purposes,
how would you rate the combination of
availability, quality and affordability of
road, railroad, waterway and air transport?
(All respondents - N=1200, %)
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supply?

Figure 246 - For your business
purposes, how would you rate the
combination of availability, quality and
affordability of electricity, gas and water

(All respondents - N=1200, %)
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Figure 247 - In the past three years, has your company decided not to take part in a
public tender or a public procurement procedure, even though you could have offered

the goods or services solicited?
(All respondents - N=1200, %)
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Figure 248 presents the frequency with which export-
ers may have been in a situation to make various un-
official payments/qgifts in 11 purposes, ranging from
getting connected to public services to influencing
the content of new legislation. Predominantly, in each
purpose susceptible to unofficial payments, exporters
never made an unofficial payment or a gift, which is the
answer provided by about one third of them. Howev-
er, it is notable that such share is smaller than for the
entire sample (Figure 110), where half of respondents

checked the ‘never’ option. This reveals that exporters
were more prone to be asked or to give bribe than
other companies, which may be a combination of the
manifestation of their power and of the expectations of
officials (taking bribes), that exporters are usually larg-
er and financially capable companies that could offer a
bribe. About 1%-3% of the total sample responded that
they gave bribes, while this percentage extends to 5%
specifically for exporters.
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Figure 248 — Thinking now of unofficial payments/gifts that companies like yours
would make in a given year, could you please tell me how often would they make
payments/gifts for the following purposes?

(Exporters only - N=317, scores are on a scale of 1 to 4 where 1 means never and 4 always, %)
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Nearly half the exporters also sell on the domestic mar-  gion, 21% in the EU, and 5% elsewhere globally.
ket (Figure 249). 26% of them reported sales in the re-

Figure 249 — What percentages of your company’s sales are made domestically,
exported to the Western Balkans region, to the EU, or to the third countries?
(Exporters only- N=333, share of total, %)

M Sold domestically

H Exported to the SEE region
M Exported to the EU

H Exported to third countries
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Exporters more frequently rely oninternetthan non-ex-  a website (50% versus 23%), online sales (42% versus
porters, for variety of purposes (Figure 250). The differ- ~ 19%), advertising (59% versus 39%) and communica-
ences in internet usage between the two groups are  tion with customers (54% versus 31%). These differenc-
more pronounced for the conduct of financial trans- es may be contributing to different productivity levels
actions (66% versus 49%), for presentation through between exporters and non-exporters.

Figure 250 — Does your company use the Internet for...?
(All respondents - N=1200, share of total, %)
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In terms of hiring practices, the approaches of export-  ple (Figure 251): exporters mainly rely on personal
ers do not significantly differ than for the overall sam-  contact, followed by paper or online advertising.

Figure 251 — How often do you use the following when hiring new employees? Please
mark each of the following methods with 1 often, 2 sometimes or 3 never.
(Exporters only- N=333, share of total, %)
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Exporters favour workers from abroad (Figure 252) The larger share among exporters reflects the exposure
and from the region (Figure 253). The majority re- they have to companies and cultures abroad, which
sponded that this is likely or very likely to happen: 41%  propels more favourable attitude towards hiring for-
for workers from abroad and 43% for regional workers.  eign workers.
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Figure 252 — How likely would you employ Figure 253 — How likely would you
workers from abroad in your company? employ workers from the region in your
(Exporters only- N=333, share of total, %) Company?

(Exporters only- N=333, share of total, %)
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Exporters may be experiencing higher productivity lev-  that 31% of them invested in training of their staff, as
els than non-exporters, which is testified by the notion =~ compared to 23% of non-exporters (Figure 254).

Figure 254 - Over the past 12 months, has your business funded or arranged any
training and development for staff in the organisation, including any informal on-the-
job training, except for training required by the law?

(Exporters only- N=333, share of total, %)
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In terms of engaging women as workers, attitudes of
exporters resonate those of the overall sample (Figure
255): 51% consider equal earnings as a vehicle for in-
creasing their participation in the labour market; 46%

referred to childcare infrastructure; 41% favoured flex-
ible work arrangements and combining of work and
care responsibilities.

Figure 255 - In your opinion, what are the most effective ways to increase the number

of women in the labour market?
(Exporters only- N=333, share of total, %)

Making sure women earn the same as men for the same work — 51
Making child care more accessible (e.g. without waiting list in _ 46
kindergartens, increasing the number of nurseries and kindergartens etc.)
Increasing flexible work arrangement
(e.g. part-time work, working from home) _ 4
Making it easier for women to combine a job with _ M
household and care responsibilities
Making sure that recruitment procedures do not discriminate _ 40
against women
Improve access for women to better quality jobs _ 35
Making sure it is beneficial financially to work for women _ 28
(by changing rules on taxes and social benefits)
Improving access for women to traditionally “male jobs” _ 22

Making employers aware of the benefits of

employing and promoting women (e.g. their openness and accessibility — 23
in communication, responsibility, empathy, sense for details etc.) | | | | | |
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CONCLUSIONS

The Covid-19 pandemic implications brought the
growing business sentiment in the Western Balkans to
a halt. About six years of gains in this respect were lost
during the pandemic. This accentuates the need for a
faster resolution of the Covid-19 crisis, so that business-
es could return to normality in a reasonable period of
time, which they project to extend beyond 2021. For
then, Western Balkans economies do need faster and
sustained growth rates, first to attain the pre-pandemic
level of economic development, and then to gain new
momentum for approaching the development levels
of the EU. For this objective, the regional cooperation
remains a leitmotif: common goals and initiatives to
accelerate growth and living standards approximation.
Then, sustained growth is both a precondition and a
tool for building a democratic society.

The attitudes of businesses towards their respective
governments fluctuate between moderate dissatis-
faction and moderate satisfaction, with large shares of
respondents being neutral on a dozen of governance
issues. When being asked about their governments’
conduct, ethics, transparency, accountability or willing-
ness to include them in the decision-making process,
they tend to express dissatisfaction, yet shrinking. Still,
businesses recognise governments’ efforts to digitalise
public services, advance technological and innovation
capabilities, and enhance physical infrastructure. The
perception of corruption is still high, and in some cases
growing. Hence, upholding the rule of law should re-
main a prime concern of policymakers.

While the negative impact of Covid-19 on businesses
has been widespread across the region, it may be con-
sidered a chance for governments to demonstrate ade-
quate responsiveness, which has been to a large extent
manifested through a variety of measures to support
companies’liquidity and jobs. By so doing, Western Bal-
kan governments reflected concern, willingness and
capacity to act and rescue important gains attained
over the preceding decade. In this way, the govern-
ment reduced the potential long-term scarring loom-
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ing from the crisis. Yet, the post-pandemic prudence
will be required, particularly in terms of how the pub-
lic debt is managed, since it soared in order to finance
shortfalls in the budgets - a strategy pursued globally
and propelled by the IMF.

Given the halts in regional trade cooperation and the
import-export potentials globally, Western Balkan
businesses remained stuck to operate on the domestic
market, reflecting their structural weakness to compete
on the global marketplace. Yet, the majority of them
expressed confidence that their products were highly
competitive on the European markets. Both business-
es and governments may reap the fruits of such confi-
dence, if structural reforms to turn such buoyancy into
actual competitiveness are put on a fast-track after the
pandemic.

While innovation capacities continued improving,
including with decent governments’ activities, the in-
novation attitudes of Western Balkan businesses, and
particularly of micro, small and medium-sized enter-
prises, should be further supported and incentivised.
Only one in ten companies on average gets financial
support for innovative activities, however, these more
often target large companies than SMEs.

Finally, while labour markets have been under a strain
during the Covid-19 crisis, the structural problems will
again pick up as the pandemic subsides. Lack of skills,
intense emigration, gender gaps, hesitancy towards
Roma as workers all represent fertile grounds for in-
vestment in active labour market policies and strate-
gies that tackle such bottlenecks.
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NOTE ON METHODOLOGY

Methodology used for Business Opinion Survey was
the quantitative research and data collection method -
CAPI (Computer-Assisted Personal Interviewing).

The survey was conducted via personal household in-
terviews carried out by trained interviewers from Data
Centrum Research institute in December 2020 and Feb-
ruary 2021 in Albania, Bosnia and Herzegovina, Koso-
vo*, Montenegro, the Republic of North Macedonia. In
Serbia, due to the COVID measures, the used method-
ology is CATI (Computer-Assisted Telephone Interview-
ing).

QUESTIONNAIRE

The survey questionnaire was provided by the RCC.

The Business Opinion Survey questionnaire was com-
posed of 110 questions, including the added section
and those on business demographics.

The questionnaire was originally written in English and
subsequently translated into related local languages.

In Kosovo*, both Albanian and Serbian versions of the
questionnaire were used, and in the Republic of North
Macedonia, the questionnaire was translated and used
in Macedonian and Albanian.

The RCC reviewed and approved all the translations of
the questionnaires.

Since the CAPI methodology was used in the research,
all questionnaires were converted to a digital form and
installed on interviewers' laptops/tablets.

The programmed questionnaires were reviewed by a
responsible person in each economy.

INTERVIEWERS

The survey was conducted by experienced interview-
ers in all economies. All interviewers were trained for

the specific project and were given written and ver-
bal instructions containing general description of the
questionnaire, of the method of selecting the compa-
nies, and of the respondent selection method. In ad-
dition to the instructions, all interviewers were trained
to understand research goals, interviewing method
and eligible respondent selection (a member of a com-
pany’s management board/team). In addition, project
coordinators reviewed the entire digital questionnaire
jointly with the interviewers and emphasised some im-
portant elements

SAMPLE

Business Opinion Survey was conducted among N=200
respondents in each economy, with a total of 1,200 re-
spondents from the entire Western Balkans. For the
Business Opinion Survey, the target respondents were:

® a member of a company’s management
board/team, decision takers in the respective
enterprises

The sample was prepared by using the latest official
data of the National Business Centre, in each of the
economies.

Method

LOI

Extra Section

CovID-19

NOTE ON METHODOLOGY

Business Opinion Survey implemented in the form Face to Face Interviews, in the
respondents offices!

Very high duration of Interview (50 - 65 minutes), that caused:

a. High level of termination mid-interview.

c. High refusal rate (50% up to 60%)

The length of the interview was higher than the expectations due to the details
shared on the bidding process.

COVID-19 section made the survey became more complex and voluminous;
Suggestion for other waves: COVD-19 or any other extra sections to be conducted as a
different survey and methodology (i.e CATI)

The start of the year, till end of March is a busy period for businesses need to
consolidate their statements and balance sheets for tax reporting purposes. (Albania
and Kosovo)

Due to COVID-19 measures, a lot of decision makers in respective business, adapted
the way of working from home (especially in the corporates). Thus, reaching them F2F
was harder! The winter weather and the total/partial lockdown in a few economies
caused a few problems of transportation, by slowing down the fieldwork data
collection! The fieldwork was conducted with partial number of employees, due to
cases with the virus amongst the staff!

Figure 256 — Sample structure by respondent’s position
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Figure 257 — Sample structure by largest shareholder
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Figure 258 — Sample structure by number of employees
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Figure 259 — Sample structure by business area
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Figure 260 — Sample structure by ownership
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