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South-East Europe presents a compelling agenda: a region that has chal-
lenged European identities, values and interests like no other at formative
periods of modern history, and is now undergoing a set a complex transi-
tions. It is a region made up of new and old European Union member
states, as well as aspiring ones; early ‘democratising’ states and new post-
communist regimes; states undergoing liberalising economic reforms, par-
tially inspired by external forces, whilst coping with their own embedded
nationalisms; and states obliged to respond to new and recurring issues of
security, identity, well-being, social integration, faith and secularisation.
This series examines issues of inheritance and adaptation. The disciplinary
reach incorporates politics and international relations, modern history,
economics and political economy and sociology. It links the study of South
East-Europe across a number of social sciences to European issues of
democratisation and economic reform in the post-transition age. It
addresses ideas as well as institutions; policies as well as processes. It will
include studies of the domestic and foreign policies of single states, rela-
tions between states and peoples in the region, and between the region
and beyond. The EU is an obvious reference point for current research on
South-East Europe, but this series also highlights the importance of
South-East Europe in its eastern context; the Caucuses; the Black Sea and
the Middle East.
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FOREWORD

The Western Balkan region lies at the cross-roads of Europe, with a rich
history of people moving in, passing through or moving out. Whilst this
difficult geographic location creates many challenges, it also offers huge
potential.

This is a region that is very close to my heart, having spent my early—
and formative—professional career in Bosnia and Herzegovina, support-
ing refugee return programmes during the aftermath of the 1990s war.
Today we see some parts of the region still emerging from the conflicts of
more than two decades ago, but also being affected by wider global trends
and shocks, including the impact of digitalisation and shifting regional and
global value chains on regional labour markets, the impact of climate
change triggering a transition away from fossil fuel intense industries, and
of course the Covid-19 crisis. Today, the Western Balkans is a region that
struggles to offer opportunities, in particular to young people, and where
inclusion gaps and inequalities are rising. Indeed, the EBRD’s Transition
Report found that up to 40 percent of income inequality in the region is
due to factors outside of people’s control, such as place of birth, parental
education, and gender.

In many parts of the Western Balkans, the size of the labour force is
effectively shrinking, due to high levels of outward migration, informality
and youth unemployment, coupled with above average rates of inactivity
of older workers, and low female workforce participation. This creates a
perfect storm, which is further compounded by structural shifts in labour
markets.
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However, the Western Balkans is also a region that continues to hold
huge potential, that brims with entrepreneurial spirit, whose infrastructure
is increasingly well integrated into the wider European networks, and
where financial institutions are getting much more adept at supporting an
emerging SME sector.

And it is the private sector that has an important role to play in creating
more and better opportunities for the people in the region, and thereby
helping close the inequality gaps. In particular, SMEs have the potential to
become the economic engine across the region. For example, by investing
in targeted credit lines and advisory services for women or young entre-
preneurs, the EBRD helps to open up opportunities for innovation and
inclusive growth. Investments can also help foster partnerships between
employers and education institutions—to shape curricula that reflect the
needs of employers, offer high quality work-based learning opportunities,
and provide career progression routes. Enhanced regional infrastructure,
including ICT connectivity, can facilitate regional integration and open up
access to new markets.

At a policy level, the private sector can play an important role in shaping
labour market and skills standards, for example through the establishment
of Sector Skills Councils (SSCs). These sectoral industry bodies shape
human capital policies in key sectors such as tourism or agribusiness.
EBRD supports the development of the SSCs in Serbia and Albania in sec-
tors including hospitality and tourism, in order for these to inform the
development of sectoral skills strategies standards as well as dual learning
programmes. In the infrastructure sector, inclusive public procurement
policies can open up access to skills and jobs for populations in underde-
veloped regions.

The transition towards a green and digital economy creates challenges
but also offers new opportunities for people and regions, to pivot towards
emerging sectors and green and digital jobs. This ranges from renewables
and green infrastructure solutions all the way to agritech or digital plat-
forms that open up access to broader regional and indeed global markets.

Gaps in gender equality in the region remain significant; enhancing the
opportunities for women to fully participate in social and economic life
requires a broad and holistic policy approach, from shaping education
decisions of girls and women, especially towards STEM fields, to enhanc-
ing the share of women in non-traditional sectors, management positions
and as part of political decision-making processes. Gender considerations
need to be fully embedded into policy design across all areas, for example
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to ensure that investment climate reforms create enhanced environments
for economic prosperity and growth for everyone. The EBRD is support-
ing the first of such programmes in Montenegro. Finally, tackling gender-
based violence and harassment in all its forms has to underpin all policies
and activities.

This book is an important contribution towards creating a better
understanding of the opportunities and challenges to create more inclu-
sive societies and economies across the Western Balkans. It offers not only
analyses of the issues, but also sets out evidence-based policy solutions.
These range from policies to tackle informality and the low wage—high
tax trap, to closing the persistent skills mismatch, creating a more effective
school to work transition for young people, promoting entrepreneurship
opportunities for women, to tackling the brain drain and the depopulation
of rural parts of the region, as well as the integration of returning migrants.

London, UK Barbara Rambousek



PREFACE

This book is a product of the activity of the LSEE Research Network on
Social Cohesion set up in 2011 with the aim to promote independent
research into issues of socio-economic development in the SEE region. A
large focus of the work of the research network has been on the economic
and social problems of the “Western Balkans”, a group of European coun-
tries that have been seeking to join the EU over several decades with as yet
little success except Croatia which became an EU member state in 2013.
The Western Balkans countries—Albania, Bosnia and Herzegovina,
Kosovo, Montenegro, North Macedonia and Serbia—are in various stages
of EU integration. All experience economic and social problems ranging
from high level of unemployment, much informal economic activity, weak
social protection systems and high levels of poverty and inequality, to a far
greater extent than most other parts of Europe. The region has also been
hit by the heavy impact of the COVID-19 pandemic with ‘excess deaths’
from the pandemic amongst the highest in the world.! Five of these coun-
tries were component parts of the former Yugoslavia and as such have
much in common. A major thrust of economic policy in recent years has
been to promote regional cooperation and several international initiatives
have been devoted to this purpose including the work of the Regional
Cooperation Council, based in Sarajevo, and the CEFTA regional trade

I Excess deaths are defined as the difference between the actual number of deaths in a given
period (month, year) less the expected number based on comparable previous periods. See:
Economist Intelligence Unit: https://www.economist.com/graphic-detail /coronavirus-
excess-deaths-tracker.
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agreement which also includes Moldova. The promotion of regional
cooperation in research activity and the investigation of the benefits of
regional cooperation in policy proposals is a key motivation of the LSEE
Research Network.

The Research Network covers policy themes such as employment and
job creation, skill mismatches, education and vocational training, health
reforms, pension reforms, poverty and social protection, social entrepre-
neurship, ethnic minorities and Roma inclusion, decentralisation and
regional development, all with a focus on providing original and relevant
research evidence to support effective policy responses to the difficult
social situation in the region. The network has held four conferences
between 2011 and 2017 and several focused workshops, leading to the
production of a number of books, papers and reports.? This book results
from a selection of papers presented at the 5th Conference of the LSEE
Research Network on Social Cohesion in South East Europe, held at the
University of Belgrade in November 2019 with the support of the
European Bank for Reconstruction and Development (EBRD). The con-
ference covered the theme of economic inclusion, addressing the ways in
which economic development can be designed to contribute to the cre-
ation of quality jobs, improved vocational training, support for female
entrepreneurship and the integration of migrants.

We are deeply grateful to the European Bank for Reconstruction and
Development (EBRD), the Embassy of Japan in Serbia, and the Faculty of
Economics at the University of Belgrade, who were co-organisers of the
conference along with the Research Unit on South Eastern Europe at the
London School of Economics and Political Science (LSEE) and without
whose support the conference could not have taken place. In particular,
we thank Barbara Rambousek, Biljana Ker-Lindsay, Dragan Marjanovic
from EBRD; Vassilis Monastiriotis and Areti Chatzistergou from LSEE;
and the administrative and catering services at the Belgrade Faculty of
Economics for their hands-on involvement in the organisation of the
event. The conference was opened by Borislav Bori¢i¢, Dean of the Faculty
of Economics; Maruyama Junichi, Ambassador, Embassy of Japan in
Republic of Serbia; Mattia Romani, Managing Director for Economics,
Policy and Governance, EBRD; and Vassilis Monastiriotis, Director of
LSEE. We are also grateful to Ivana Prica, Sasa Randjelovi¢, Mihail

2For more details see: https: / /www.lse.ac.uk /LSEE-Research-on-South-Eastern-Europe /
Research /Research-Network /Research-Network-on-SEE.
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Arandarenko, Jelena Zarkovi¢ Raki¢, Irena Jankovi¢, Mladen Stamenkovié,
and Dejan Molnar from the Faculty of Economics who chaired individual
sessions. A policy round table benefitted from the wide experience of
Biljana Ker-Lindsay (EBRD), Cristina Mereuta from the European
Training Foundation (ETF), Cristian Raileanu from the Employment
Policies Unit, Ministry of Labour and Social Justice, Romania, and
Slobodan Ani¢ from Dunkermotoren Serbia. Most of all, we are grateful
to all the participants at the conference who presented papers and contrib-
uted to a lively discussion of the issues.

London, UK William Bartlett
Perugia, Italy Milica Uvali¢
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CHAPTER 1

Introduction: Key Challenges for Economic
Inclusion in the Western Balkans

William Bartlett and Milica Uvalié

The countries in the Western Balkans have been severely aftected by the
wars and conflicts that accompanied the breakup of former Yugoslavia, by
political instability and the effort of creating new states, resulting in weak
economies and high levels of unemployment, poverty, social exclusion and
inequality. As revealed by recent surveys, such as EBRD’s Life in Transition
Survey and Eurofound’s European Quality of Life Survey, life satisfaction
in the region is far below that elsewhere in Europe. This is not just a social
issue but has implications for the prospects for inclusive economic growth
in the future. In this respect, the issue of job creation, labour market inte-
gration and skill formation are paramount, as exclusion from good quality

W. Bartlett (<)

European Institute, London School of Economics & Political Science,
London, UK

e-mail: w.j.bartlett@lse.ac.uk

M. Uvali¢
Department of Political Science, University of Perugia, Perugia, Italy
e-mail: milica.uvalic@unipg.it

© The Author(s), under exclusive license to Springer Nature 1
Switzerland AG 2022

W. Bartlett, M. Uvalic (eds.), Towards Economic Inclusion in the

Western Balkans, New Perspectives on South-East Europe,
https://doi.org,/10.1007 /978-3-031-06112-7_1


mailto:w.j.bartlett@lse.ac.uk
mailto:milica.uvalic@unipg.it
https://doi.org/10.1007/978-3-031-06112-7_1

