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I. Introduction 

 
In contemplating future regional cooperation/integration for Balkans the following order could be 
observed: 
 
Vision - strategy (system reform) - policy (measures) 
For Balkans vision could include among other the following elements1: 

- intensification of intra-regional cooperation in all fields of social life, 
- overall improvement of economic, social and political development level in Balkan countries,2 
- further intensified integration of Balkans into global community, the EU and other alliances to the 

West and East.   
 

Vision of economic development is an important part of overall “Balkan 2022 vision”. Economic 
development consists of economic growth (measured by GDP and GDP per capita growth) and growth of 
supra-structure (social, demographic, ecologic, political life, equality, education, etc.) which both constitute 
growth of welfare of people as the ultimate goal of country (society). 

 
While elements of country’s supra-structure are difficult to measure and analyze, and also matter of other 
sciences, the goal of this study is to predict the economic growth of Balkan countries up to 2022. Desire is 
to achieve as high growth and level of development as possible so that by catching up Balkan countries will 
narrow gap in economic development to advanced countries. 

 
Question is what kind of strategy and policy should be applied to achieve this catching-up goal. Existed 
economic system and experienced economic policy measures will extrapolate the past growth rates into 
the future. But, if they are not enough to catch-up, system reforms and policy improvements will be 
required to accelerate economic growth. 

 
Economic growth is measured by GDP as output, which is determined by production factors (of growth) as 
inputs. Many growth factors are given in theory and literature, all centered around capital, labor, natural 
resources and technology. Here, the most recent relevant common reference study3 is used for their 
identification. It lists 11 principal ingredients of sustained high growth for emerging economies. They are: 
macroeconomic stability, openness, inbound knowledge, export diversification, capital deepening, public 
investment, employment and education, policy setting, energy consumption, urban density and 
transportation modes.4 

                                                 
1
 These elements of vision are proposed for Western Balkans in author’s 2007 book  “The Balkan Conflict and Its 

Solutions”, but could be extended with certain adjustments to all Balkan region, including 11countries.  
2
 Related to previous article on current economic situation in Balkans  for TASAM (author, 2012) the following 11 

countries are included in analysis: Turkey, Greece, Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Kosovo, 

Macedonia, Montenegro, Romania and Serbia. 
3
 UN Commission on Growth and Development under Nobel Price winner Michael Spence: “The Growth Report: 

Strategies for Sustained Growth and Inclusive Development”, Washington DC, December 2010  
4
 In addition, for advanced economies the ultimate limiting factors of economic growth are population growth and 

technological progress (Spence, 2012). 



 2 

 
Some of them are given by nature, other are acquired by human efforts (created). Some are related to 
supply (production), other to demand and some deal with infrastructure improvements, which help both 
supply of GDP and demand for it. In accelerating growth, first, capacity of existing endowment should be 
fully utilized (full capacity utilization), and second, endowments should be increased and/or new factors 
should be created (new capacity creation).    

 
The outline of study is as follows: the introductory part is followed by a short overview of literature related 
to the subject of study, followed by summarized overview of present status of economic development 
theory. Next is empirical section. In it, future economic growth is predicted by simple extrapolation of 
growth in the past 20 years. As results show, the insufficient growth of Balkans would increase their lag to 
advanced economies. Therefore, improvements in identified 11 factors of development are proposed to 
accelerate growth in Balkans and thus enable convergence to developed world. Study concludes with 
suggestions for system and policy reforms to achieve acceleration of Balkan economic growth until 2022.   
 
 

II. Related Studies in Literature 
 
There is no study in literature which would directly deal with prediction of long-term economic growth of 
Balkan countries. But, present study tackles three fields: development economic theory, Balkan economies 
and forecasting economic growth. 

 
a) Present state of theory of economic development is discussed in next section. 
 

b) Analysis of Balkan economies is quite widely spread, both as a part in the general framework of the 
world economic analysis by international organizations, for instance UN (LINK), IMF (Outlook), EBRD 
(Transition Report), the World Bank (Development Report), or special institutions, as well as monographs 
and articles, for instance author’s books 2007, 2009 and articles, 2012 TASAM and many other (for 
instance: EIU, Galoo Balkan Business News, Balkan Insight).    

 
c) Forecasting long-term economic growth is widely spread but all studies are confronted with unsolvable 
methodological problems of producing reliable predictions, which can be tested only ex-post. Imagine 10+ 
year long predictions made just before financial crisis. They were overoptimistic from today’s point of view. 

 
Among forecasters of long-term economic growth are, again, major international organizations: IMF, The 
World Bank, OECD, but also Consensus Economics (subjective evaluation of forecasters), EIU, the 
Conference Board, EC EU. But, even with a weak accuracy, economic long-term forecasting is not vanishing.  
 
 
III. Theory 
Global financial crisis effected theory and strategy of economic development. Reassessment of growth 
models, institutions, and policies are required (Blanchard O. and all ed.: In the Wake of the Crisis, MIT Press 
and IMF, Cambridge, 2012). Preceding the crisis open questions were: increased income inequality, catch-
up strategy, export led growth and the reaffirmation of the role of industrial policy, the role of institutions 
and financial liberalization in growth. In the wake of crisis , new priorities are given regarding issue of 
economic development.  
 
Different authors perceive different determinants of economic growth as relevant (see Lin 2009, chapter 5). 
Some see differences in physical capital, human capital, and productivity as most important. Acemoglue 
cites luck, geography, institutions, culture, and social capital. Rodrik (2001) emphasizes geography, 
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institutions, and integration (trade). Bajt and Štiblar (2004) list five production factors—labor, capital, 
entrepreneurship, technology inventions, natural resources—as well as population and technological 
progress as crucial determinants of potential economic growth.  
 
The global financial crisis has consequences for the role of government in the economic development5, 
which is being reaffirmed. A neoclassical concept was prevalent in theory and practice during the past few 
decades—of government intervention as a “grabbing hand” rather than a welcome “helping hand.” This 
view was embodied in the Washington Consensus, which promoted rapid privatization, market 
liberalization, and fiscal discipline. The neoliberal concepts that caused the global financial crisis excluded 
government entirely.  
 
In the wake of global financial crisis strategies of economic development are changing.  
Government role in development models is moving away from the laissez-faire approach of neoliberals. 
However, differences among authors and doctrines exist regarding the extension of government 
involvement as development economists and practitioners attempt to define the appropriate government 
intervention.  
 
The one group of economists prefers an active role for government (an active industrial policy) and 
advocates a fast follower strategy (FFS), or leapfrogging strategy, or technology leverage competitive 
strategy (which opponents call “competitive advantage defying strategy”).  
 
The new structural economics (Lin 2009) prefers a more passive role for government—only improving 
endowments to pursue a comparative advantage facilitating strategy. Proponents speak of latent 
comparative advantages (which opponents call “the fundamental view”). 
 
 
Graph 1:  
 
FACTOR ENDOWMENTS   →  INDUSTRIAL STRUCTURE           →      GDP growth                                                                                                        
                                                                                             ↑ 
                                                            ↑                           (fast follower strategy) 
     ║        
                                                            ↑                             GOVERNMENT 
                                                            ↑                            
                 ↑             (comparative advantage facilitating strategy)  
                                                            ↑                                 ↓                                                        
                                                  
                  INFRASTRUCTURE  (factor endowments)  
 
 
To decide between two strategies, the critical question is what is more crucial for economic growth: the 
potentially positive effect of direct government intervention toward a more technologically sophisticated 
production structure or the potentially negative effect of such intervention in defying comparative 
advantage strategy based on the availability of factor endowments ? Should government intervene only in 
improving existing advantageous factors (better education, melioration of land) or be more aggressive by 
direct support of advantageous industrial sectors (high technological input, export orientation).   
 

                                                 
5
 More on that in author: “Comparative advantage facilitating and fast follower strategy of economic development, in 

Lin J.W. edited: “Stockholm ABCDE World Bank Conference Proceedings, forthcoming June 2013.   
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Lin (2009) concludes that the most important factors are ideas, dominant social thought, 
government policies, and political leaders to implement them. He analyzes the role of development 
strategies in the transition from a socialist to a capitalist economy. His starting position is that continuous 
technological innovation and upgrading of industrial structure and corresponding institutional changes are 
driving forces of long-term economic growth in modern times. According to Lin, economic performance in 
developing countries depends largely on government strategy. If government plays a facilitating role, 
enabling firms to exploit the economy’s comparative advantages, the economy will develop successfully. 
 
Wang, Wei, and Wong analyze two determinants of economic growth related to global markets: openness 
to trade and trade liberalization. With regard to trade, Rodriguez and  
Rodrik (2001) reject the assertion that lower trade barriers lead to faster growth. Research in the literature 
was focused on export and growth, not trade policies and growth. 
 
Lin (2010) develops a theory of new structural economics based on a comparative advantage facilitating 
strategy. Government should upgrade the endowment structure before upgrading industry and technology. 
In applying the comparative advantage facilitating (CAF) strategy, the developing country government that 
plays the role of a facilitating state needs to proceed carefully. On one hand, it needs to build up and 
maintain competitive market institutions so that relative factor prices reflect changes in the relative 
abundance of factor endowments in the economy and guide enterprises to make appropriate choices. On 
the other hand, government needs to actively collect and disseminate information about new technologies 
and industries; promulgate industrial policy; coordinate the enterprises’ investments; compensate for 
externalities; and strengthen legal, financial, and social institutions to facilitate the ability of enterprises to 
upgrade industry and technology.  
 
Leapfrogging or Fast Follower Strategy (Rodrik, 2008) envisages more direct intervention of government. 
Leapfrogging means using policies to guide the industrial structural transformation to promote high-tech 
and high domestic value added (VA) ahead of a country’s endowments. If the production of sophisticated 
goods generates positive externalities via learning by doing, there would be an underinvestment among 
private economic agents relative to the socially optimal level. Leapfrogging is government-led industrial 
policy that tilts resource allocation to technologically sophisticated industries and that can correct market 
failure. A country may benefit more from exporting sophisticated products with high domestic VA even if 
the current comparative advantage is to produce less sophisticated goods. For opponents, this is a 
comparative advantage defying development strategy; for fast follower strategy, it is a technology leverage 
competitive strategy.  
 
Common patterns in all fast follower and leapfrogging strategies are: 

—Upgrading: There is a radical separation from the past, backed by decisive investments in the 
form of public-private collaboration and inter-firm risk sharing. For catch-up to occur, firms must be able to 
rapidly absorb new technology. 

—Entries into new industries in the latecomer economies are made by the same firms (groups) that 
have accumulated certain absorption and execution capacities. In rich countries, entry is by new firms.  

—Industry downturns and paradigm changes often serve as windows of opportunity for 
latecomers. Timing is critical for optimal entry. 

—Entry modes for latecomers are often determined by gaining access to foreign knowledge. They 
are not a matter of choice, as in the developed world, but of historical circumstance. 
 
To compare two strategies, the fact is that active industrial policy is practiced around the world, including in 
China and the United States. The new structural economics opposes industrial policy and supports only 
adjustments to hard and soft infrastructure, which is defined by the development of factor endowments 
(following comparative advantage theory, in the case of exports). In contrast, the fast follower strategy 
focuses on relaxing binding constraints through active industrial policy for a specific country or level of 
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development. Leapfrogging is FFS in the industrialization of developing countries, leading to technology 
leverage competitive advantages. 
 
Preservation and enforcement of comparative advantages means leaving the developing countries in their 
underdeveloped and dependent role in the world, and maintaining industrial countries in the lead forever. 
The argument that the comparative advantage of a developing country (workforce, natural resources) 
should determine its industrial structure—which means producing less sophisticated products with lower 
VA and more labor-intensive and natural-resource-intensive products—leaves them lagging behind 
developed countries forever. It is an illusion to think that a developing country can catch up by 
accumulating capital in the initial period and using it to support more capital-intensive production with 
higher value added.6  
 
This strategy has a fundamental shortcoming. The missing fact in the argument is that the industrial 
countries are not willing to wait (stagnate) in the process of capital accumulation to be overtaken by 
developing countries. They accumulate and invest capital themselves, and because of their higher 
development level and more sophisticated production, they accumulate more capital than developing 
countries, so the gap between industrial and developing countries continues to widen rather than diminish. 
Without an active industrial policy, developing countries are bound to remain less developed in the long 
run by this comparative advantage facilitating (CAF) strategy. They will continue to be exploited by 
industrial countries.  
 
Spence (2012) and his group lists eleven determinants of economic growth. Several growth issues remain 
diversified among scholars in the wake of crisis, including industrial and export diversification policy, the 
pace and sequencing of opening current and capital account. According to Spence (2012, page 178, “the 
importance of domestically owned component of banking system is now well understood, as well as slower 
opening of both accounts”. Both demand and supply factors are relevant for growth. Sustainability and 
distribution are new major challenges related to growth 
 
Rodrik (Blanchard, 2012, p.157) speaks about conditional convergence in growth among developed and 
developing countries, if the latter apply appropriate policies. There should be not only demand oriented 
(export led growth), but also supply oriented. With regard to latter, industrial policy becomes popular 
again.  
 
For Balkans an active industrial policy by government would be appropriate approach and it should support 
both comparative advantages (natural resources, education), but also enable fast follower strategy in 
limited extend. Without the latter in the form of technological parks, the Balkan countries (and LDCs on 
general) will be condemned to lag behind advanced economies for ever (author, 2010). Government should 
help strengthening 11 development factors.  
 
 

IV. Empirical Analysis: Economic Growth of Balkans in the Future 
In empirical part, first, economic growth of Balkans is predicted by simple extrapolation of growth in 
previous 20 years using so called “naïve models or castle in the clouds”. Prediction shows significant growth 
of GDP and GDP per capita in next decade, which may be good per se (absolutely), but in comparative 
sense predictions indicate that lag of Balkans behind advanced countries (EU) will in fact increase in next 
decade. Second, if such development is not acceptable, system reforms and new policy measures are 
needed to accelerate Balkan economic growth. For that purpose 11 factors of economic development are 

                                                 
6
 This argument resembles Karl Marx's advocacy, in his famous tables, of faster development of the sector of means of 

production than consumer goods as growth strategy. Because of the » growth conflict« between planers and consumers 

this strategy led to the defeat of socialist economic systems (Bajt and Štiblar 2004). 
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identified from reference study (Spence, 2011) and the present level of their accomplishment (fulfillment, 
development) for each Balkan country and region as a whole is evaluated. Third, based on the size of 
identified lags for each country and each factor specific system reforms and policy changes are proposed, 
which are needed for Balkans to come closer to the frontier in each factor/country and thus accelerate GDP 
growth.     
 
 

IV.1. Prediction of economic growth in Balkans until 2022 – by extrapolation  
a) Making credible 10 year GDP forecast is almost impossible task. Structural models can not be used as 
predicted values of explanatory production factors are not known. The naïve models use the extrapolation 
of long-term growth from previous 20 years for next 10 years.7  
 
Table 1: Forecast of GDP Growth in Balkans until 2012, in billion $ 
 

COUNTRY GDP 
2009 

Growth 
91-10 
Ga 

K 
2022/2009 

GDP2022 Share in world GDP 
2009     %        2022 

World    58260 2.70 1.414 82380 100                 100   

BALKAN 1308 3.0 1.469 1921 2.24               2.33  

Turkey  T 614.6 3.74 1.612 991  

Greece  G 264.0 2.36 1.354 357  

Bulgaria  B    33.2 1.39 1.196 40  

Romania  R    161.1 1.26 1.177 190  

Albania  A    12.0 3.28 1.521 18.2  

BaH          17.0 11.97 1.264 21.5  

Croatia  C     63.0 0.54 1.073 68  

Kosovo  K     5.4 6.15 2.173 11.7  

Macedonia  Ma    9.2 0.61 1.082 10.0  

Montenegro  Mo    4.1 2.50 1.379 5.7  

Serbia  Se         43.0 -0.90 1.111 47.8  

Benchmark      

OECD  41214 2.04 1.300 53578 70.74            65.04   

 LDC    5454 4.78 1.888 10297 9.36              12.50 

Slovenia  Sl 48.5 2.26 1.337 64.8  

BRICS 5 9473 4.75 1.828 17316 16.26            21.02 

Legend: 
Ga = average GDP growth rate for period 1991-2010  
K = (1 + Ga/100) exp13 
GDP2022 = GDP2009 x K  
 
Sources: The World Bank Data, EBRD Transition Report 2011, own calculations  
 
 
 
Here such extrapolation of growth rates and growth coefficients is applied. Obtained forecasts are thus 
more “guestimates” than credible predictions. Nevertheless, it is better than nothing and good quantitative 
foundation for further elaboration.     

                                                 
7
 Data for past growth are obtained from previous study of author: “Balkan Economies in Turmoil”, TASAM 

Conference, Istanbul, April 2012.  
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In Table 1 the proportional share of average GDP growth rate between 1991 and 2010 is multiplies GDP in 
2010 to obtain predicted GDP in 2022. According to prediction, the world GDP will increase by 41.4% 
between 2009 and 2022.GDP in Balkans will grow a little faster than world average (by 46.9%), so that its 
share in the world GDP will increase between 2009 and 2022 from 2.24% to 2.33%. The share of OECD 
countries in world GDP will decline from 70.74% to 65.04%, the share of less developed countries (LDCs) 
increase from 9.36% to 12.5%, while the share of emerging BRICS will increase from16.26% to 21.02%. On 
average the Balkan GDP will grow faster than OECD GDP, but slower than GDP of developing countries LDC 
and emerging economies BRICS. However, due to much lower starting level, however, difference in GDP 
between Balkan and the World or OECD or BRICS5 will significantly increase in forecasting period. 
 
GDP growth among 11 Balkans will differ in period until 2022, if average growth in period1991-2010 is 
simply extrapolated, as indicated by growth coefficients K in Table 1. The highest growth is predicted for 
Kosovo, the slowest for Macedonia (modifications for GDP average growth are made for Bosnia and 
Herzegovina and Serbia).    
b) Alternative way is to make GDP per capita forecast for Balkan 11 for period until 2022. 
 
 
Table 2: Forecast of GDP per capita Growth in Balkans in 2022, current $ 
 

COUNTRY GDPpc 
2010 

L GDPpc 
2010/1991 

M 
2022/2010 

GDPpc 
2022 M 

GDPpc 
2022 base 

GDPpc 
2022 avge 

World    10000      

BALKAN 11 8335 3.4 2.04 17003 17003 17003 

Turkey  T 26600 3.7 2.33 23520 20591 22055 

Greece  G 10094 2.7 1.70 45220 54262 49741 

Bulgaria   B 6325 5.0 3.15 19924 12902 16413 

Romania  R 7538 6.1 3.84 28946 15377 22662 

Albania  A 3678 10.6 6.68 24569 7503 16036 

BaH  4409 2.1 1.32 5820 8994 7407 

Croatia  C 13754 3.4 2.14 29443 28057 28750 

Kosovo   K 3059 4.0 2.52 7708* 6240 6974 

Macedonia  Ma 4460 1.8 1.13 5040 9098 7069 

Montenegro Mo 6510 2.9 1.83 11913 13280 12597 

Serbia  Se 5269 1.6 1.11 5796 10748 8272 

  Benchmarks       

Slovenia  Sl 22851 3.6 2.27 51826 46615 49220 

BRICS 5 6866 3.8 2.40 16437 14006 15222 

Legend: 
L = GDPpc2010 / GDPpc1991 
M = (2022-2010) / (2010 – 1991) 
GDPpc2022M = GDPpc2010 x M 
GDPpc2022base = GDPpc2010 x 2.04 
 
Sources: The World Bank, IMF, EBRD, EU, own calculations  
 
 
In Table 2, simple extrapolation is used. Proportional share of growth coefficient of GDP per capita between 
1991 and 2010 is taken as multiplier to estimate GDP per capita in 2022. According to Table 2, GDP per 
capita in Balkans will double between 2010 and 2022, which is much more than less than 50% increase of 
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GDP predicted in table 1. Declining population in most Balkan countries could be one of the reasons for this 
difference.  
 
For individual Balkan countries two forecasts are made. The first 2022M extrapolates adequate share of 
previous growth for each country, so that predicted GDP per capita growth goes from 11% for Serbia up to 
568% for Kosovo. Apparently, the differences between individual Balkan countries in GDP per capita will 
decline in the next decade by 2022, as less developed will catch-up to certain degree more developed 
Balkans. Such development is confirmed by negative correlation coefficient (-0.415) among Balkan 
countries between GDP per capita in 2010 and average GDP growth rate in period 1991-2010.  
 
The second forecast (2022 base) takes predicted doubling of GDP per capita for Balkan11 as a whole and 
retains basic relations of GDP between countries in forecasting period.  The realistic number is probable 
somewhere in between (GDPpc2022avge, in Table 2). Although relative development positions among 
Balkan countries will change in next decade, from present day position it seems that in Table 2 
development of Greece, Kosovo and Albania is overestimated, while that of Macedonia and Serbia 
undervalued.  The situation with Greece is particularly unpredictable. According to their information after 
2008 standard declined by 22%, but here we are still extrapolation highly positive growth, which was 
present in longer period of last 20 years.     
 
Again, growth of Balkans is satisfactory per se, but insufficient with regard to growth of developed 
countries (or Slovenia as benchmark in this case). Acceleration of growth is needed for Balkans with 
involvement of the state (government) with active development policy. 
 

IV.2. Identification of Development Factors and their Evaluation 
Next, the fulfillment of 11 principal ingredients of sustained high growth is evaluated for each of 11 Balkans 
countries, the Balkan region as a whole and for Slovenia as benchmark.  
 
Table 3: Fulfillment of principal ingredients for sustained high growth among Balkan countries, 2012  
 

                 COUNTRIES T G B R A BH C K Ma Mo Se Balkan 
11 

Sl 

FACTORS              

              

1.Macro-econ. Stability 0 - 0 0 0 - - - 0 - - 5 0 

2.Openness + 0 0 0 - - 0 - - - - 6 + 

3.Inbound knowledge 0 0 - - - - 0 - - - - 3 0 

4.Export diversification 0 - 0 0 0 0 0 - - 0 0 8 0 

5.Capital deepening + 0 0 0 - - 0 - - 0 - 7 - 

6.Public investment 0 - 0 0 - - 0 - 0 0 - 6 - 

7.Employment, education 0 - 0 0 - - 0 - 0 0 0 7 + 

8.Policy setting + - 0 0 0 - 0 0 0 - 0 9 0 

9.Energy consumption 0 - - 0 0 0 - - - - 0 5 - 

10.Urban density 0 - 0 0 0 0 0 0 0 0 0 10 + 

11.Transportation modes 0 + 0 0 - 0 + - 0 0 0 11 + 

              

Total out of maximum 22 14 5 9 10 5 4 10 2 6 6 6 75 12 

Capacity utilization 
improved by 50% 

21 7 13 15 7 6 15 3 9 9 9 97 18 

Legend: + = high =2, 0=average =1, - = low=0 fulfillment of factors 
Source: Spence (in Blanchard O. et all, 2012), own estimations 
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According to our subjective evaluation in Table 3 only Turkey among Balkans presently fulfills more than 
half (14/22) of required ingredients for sustained high growth. The second group consists of Bulgaria, 
Romania and Croatia with 10/22 achievement and Bulgaria with 9/22. The third group includes Macedonia 
(6/22), Montenegro (6/22) and Serbia (6/22) and Albania (5/22). The last group consists of Bosnia and 
Herzegovina (4/22), Greece (3/22), and Kosovo with 2/22. The Balkans have 45/242 capacity utilization 
presently. It could be much improved to accelerate growth and enable real convergence to developed 
world and the EU.  
 

IV.3. Necessary Improvements in Development Factors - Comment 
Based on estimated lags between present value of each growth ingredient and its possible maximum value 
(2) system changes and policy measures are proposed for each Balkan country, such improvements which 
will enable acceleration of their economic growth. 
  
a) For Balkan -11 as a region no factor exceeds 50% of its potential fulfillment (11/22), so that there is a lot 
of room for improvement. 
-The weakest factor is lag in inbound transfer of knowledge. It could be done by increase FDI inflow (not 
financial) or improved education, studying abroad.  
-Macroeconomic stability should be goal for governments, which can be achieved through balancing 
current account and budget.  
-Energy conservation measures are very important because all Balkans are energy importers. 
-Balkans should open more and than diversify more their trade flows of goods and services to gain from 
international trade in size quality of domestic economic activity.    
-Investments are next important potential for accelerating growth in Balkans: both foreign and domestic, 
and in latter both public and private (capital deepening). 
- A little better situation, but still with a lot to be done is in the field of employment and education. While 
increasing the rate of activity of population and decreasing unemployment are goals for the former, 
improved education quality and quantity is potential source of latter.  
- Urban density is less critical for most Balkan countries. 
-Policy setting includes both democratic institutions and process in work, application of the rule of law, and 
public administration. In some countries more than other a lot can be done in this field as well.  
- Regarding transportation modes a lot was already done in some, less in other Balkan countries. Both intra 
transportation routes and inter-routes with connection to the EU and the East should be improved. That 
would emphasize Balkan as an important transition region between West (Europe) and East (Asia). 
 
 
b) Country-by country overview of Balkans indicates only most important potential improvements.  
- According to evaluation, Turkey is the best equipped among Balkans with factors for fast growth and 
recent high growth proves that. Some place for factor improvements exists in all factors, the least 
regarding, openness, private investment and policy setting. 
- Greece, the most developed among Balkan-11, is very weak (except for transportation modes and 
openness- tourism) with development factors, which is proved by a sharp decline of GDP and standard in 
recent years of crisis. System and policy reform could improve a lot. 
- Bulgaria has improved it development factors with entering the EU, as is Romania. In most factors both 
achieve average development, where knowledge import remains the weakest point. 
- Albania is with 5 a little below average level of factor developments (average for 11 countries and 11 
factors is 6.8): the weakest factors are inflow of knowledge and education,  investment, openness, 
employment and transportation. 
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- Bosnia and Herzegovina is second least developed (4) with potential growth in all factors; average is 
achieved only in export diversification, energy consumption (low development), urban density and 
transportation modes. 
- Croatia is above Balkan average (10) in availability of development factors, with macroeconomic 
disequilibrium and energy consumption being the worse, while transportation modes the best developed. 
- Kosovo is with the 2 out of 22 the last among Balkans so that potential to grow is enormous. Policy setting 
and urban density are a little better than other factors.       
- Macedonia is slightly below average (which is 6.8) with regard to fulfillment of development factors, 
similar to Montenegro and Serbia, all with grade 6. All three lag behind in particularly with regard to 
openness, inbound knowledge. Macedonia is weak also with capital deepening, export diversification, and 
energy consumption;  
- Montenegro is weak also with macroeconomic stability, policy setting and energy consumption. 
- Serbia lags behind mostly with macroeconomic stability and investments (both private and public).   
 
 
c) The impact of 50% improvement in utilization of development factors on GDP growth rates for Balkans is 
presented in Table 4. Due to accelerated growth Balkans will increase the share in world GDP (from 2.24% 
to 2.90%) and even more to EU GDP (from 8.76% to 13.9%). Certain real convergence of Balkans to the EU 
would happen. Is it enough, is another question.  
 
Table 4: Forecast of Accelerated  GDP Growth in Balkans until 2022 with Improved Utilization of 
Development Factors by 50%,  in billion current $ 
 

COUNTRY GDP 
2009 

Growth 
05-10 
Gb 

Growth 
05-10  
plus 50% 

K GDP2022= 
K*GDP2009 

Balkan Share in GDP 
2009     %        2022 

World    58260 2.55 2.55* 1.39 80981 2.24               2.90      

EU 14940 1.03 1.03* 1.13 16882 8.76               13.9 

BALKAN 1308 3.4 5.1 1.8 2350   

Turkey  T 614.6 4.15 6.22 2.02 1241  

Greece  G 264.0 0.70 1.05 1.13 298  

Bulgaria  B  33.2 3.37 5.05 1.78 59  

Romania  R  161.1 3.32 4.98 1.76 284  

Albania  A  12.0 5.15 7.72 2.38 29  

BaH          17.0 3.55 5.25 1.8 31  

Croatia   C  63.0 1.53 2.30 1.3 82  

Kosovo   K  5.4 4.98 7.47 2.3 13  

Macedonia  Ma    9.2 3.53 5.30 1.8 17  

Montenegro  Mo   4.1 4.53 6.80 1.9 8  

Serbia   Se      43.0 2.61 3.92 1.5 70  

Benchmark       

Slovenia  Sl 48.5 2.26 3.42 1.4 72  

Legend: 
*no growth acceleration 
Gb = average GDP growth rate for period 2005-2010  
K = (1 + Gb/100) exp13, gradual increase of growth rates 
GDP2022 = GDP2009 x K  
 
Sources: The World Bank Data, EBRD Transition Report 2011, own calculations  
Conclusion  
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With an optimistic view on future economic development of Balkans (increasing GDP by almost half in next 
decade, and GDP per capita by even more) quite a lot should be done by active role of the state to 
accelerate growth so that region’s gap to advanced economies will decline and real convergence as 
precondition for joining the EU will take place. 
 
Development factors could be classified into three groups: as supply push factors (cost saving, efficiency 
and competitiveness, enhancing production), demands pull factors (enhancing demand for products and 
services of Balkans), and improving infrastructure (environment for economic growth) factors as 
precondition (framework) for economic growth. They are: 

- supply oriented:  inbound knowledge, capital deepening, public investment, employment, 
education, energy consumption 

- demand oriented: openness, export (trade) diversification, urban density 
- infrastructure (environment): - hard:  transportation modes,   
- soft: macroeconomic stability, policy setting.  

 
Individual Balkan country has to produce more (supply), but also then be able to sell that (demand), 

either on domestic market, or (especially if it is small country) abroad. Improved infrastructure and general 
environment helps “smoothing” economic activity (circular flow of goods and services). Remittances, which 
are not listed among development factors in this study, are also very important for some Balkan countries. 
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