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We hope that this will enable decision makers to
better understand the prospects and challenges
at hand as a precursor to developing business
strategies and plans to comprehensively capitalize on opportunities presented.
Over the last decade, the SEE economies have
actively worked towards strengthening economic and trade cooperation by exploring new
collaborative opportunities. While the UAE is no
neighbor to the SEE region, its increasing interest should be acknowledged and explored in
order to enhance current efforts and ensure
mutual success.

I am delighted to present you with this Report,
entitled “Building Bridges through Economic
Cooperation – South-East Europe (SEE) and the
United Arab Emirates”. Notably, this is the first
collaborative study between Bosna Bank International and Dubai Exports and agency of the
Dubai Department of Economic Development,
which aims to promote and establish the trade
and business corridor between the two nations
and regions.
As the SEE region seeks European integration
through European Union (EU) membership,
while the UAE pursues an economic diversification agenda, there exists significant potential to
enhance economic cooperation. Strengthening bilateral relations through increased trade,
greater investments and business-to-business
connectivity present the basis for future success.

Bosna Bank International has been at the forefront of economic development in Bosnia and
Herzegovina, as well as the region at large. Every year, we host the Sarajevo Business Forum
(SBF) which offers a regional platform for the entry of foreign investors and investments in the
most attractive projects within the SEE region.
Some leading investors from all over the world
are introduced to the region’s trade and investment potential via the SBF. Having the opportunity to establish direct contact with local and
regional government and business leaders is
often the most important impetus for new business. Our participant lists also boast renowned
heads of states and government officials who
come to discuss policy issues through government to government meetings. This publication
is but one of the efforts we have taken towards
increasing our contribution to increased economic collaboration.
I am confident that this Report will present the
opportunities and potential economic cooperation models available, inspiring business people
to take action. It will no doubt serve as a useful
resource and I sincerely hope it fulfils its purposes of building bridges that encourage and
strengthen economic ties between the SEE Region and the UAE.

This Report provides important analysis on historical trade flows and business trends between AMER BUKVIĆ
the two states and respective regions. In addi- CEO, Bosna Bank International
tion to important data and statistics, the Report
reveals various economic and business opportunities available to the SEE Region and the UAE
through increased bilateral business cooperation.

warders, shipping companies, insurers as well
as international exhibition and conference facilities.
Dubai has a long tradition of trade with an open
and free economic system where private entrepreneurial activity is strongly encouraged. This
liberal approach has allowed Dubai to flourish
and hence allow the economy to attract a diverse range of businesses that are able to compete in the global marketplace.
Finally, I would like to take this opportunity to
thank Bosnia Bank International for their help
and support in producing this publication.
ENG. SAED AL AWADI
CEO, Dubai Export

It gives me great pleasure to write a forward to
this innovative and landmark publication that
examines the trade and investment opportunities between South east Europe and the United
Arab Emirates.
We strongly believe that Bosnian firms should
look at the UAE to form partnerships and joint
ventures with our companies. Also Dubai is ideally situated to offer Bosnian companies the
ability to penetrate the wider regional market.
Dubai has actively been investing creating a
world class infrastructure to support its ambition of becoming a diversified economy able to
compete in the global marketplace. Dubai has
invested heavily in transport creating the region’s first rail, road and water integrated travel
system.
The Emirates has invested in energy and industrial infrastructure projects ensuring that it has
an adequate supply of power to meet the needs
of both residential and business consumers.
Alongside the large investment in its sea and
airports the emirate has been able to build a sophisticated service sector that features
leading regional and international freight for-

ANALYZING ECONOMIC TRENDS IN THE SEE
REGION AND THE UAE
SEE Regional Diagnostics
South-Eastern Europe (SEE) has undergone a major economic transition over the past 25 years,
transforming from a socialist to a market-based economy. The transition has however been particularly uneven and more complicated than in the rest of Emerging Europe due to the turbulent
times during the war in the 1990’s. Afterwards, the period up to global economic crisis was in most
cases dynamic, in which SEE economies recovered and reached the pre-war levels of GDP. Global
economic crisis has negatively affected inflow of foreign direct investments. Furthermore, lower
demand from the most important trade partners in the EU, negatively affected the level of exports.
The economy of South-Eastern Europe (SEE) grew faster in 2015 than in the previous four years
due to better EU economic conditions and the decreased effects of the International Financial
Crisis. Most of the SEE countries are expected to maintain solid, largely domestic-demand-driven
growth in 2016 according to the IMF. Currently, Slovenia and Croatia are the strongest of the SEE
economies, with GDP/Capita far higher than those of its neighbors (Figure 1). Slovenia and Croatia
are also the only current European Union (EU) member countries in the region, attributing to some
of their success. Albeit, historically they were also the wealthiest regions in the Former SFRY which
rendered them better equipped to overcome some of the economic issues caused by the collapse
of the country.
FIGURE 1: GDP/Capita of SEE Economies, 2015

SOURCE: IMF World Economic Outlook, 2015
Catastrophic floods devastated the region in May 2014 - further stifling production, investments,
and exports. Despite these setbacks, SEE economies are now experiencing recovery. According to
the latest IMF predictions, growth in the region is set to 3.34 percent in 2016, 5.24 percent in 2017,
and then to an average of 6.38 percent in 2018 to 2020, respectively (Figure 2).
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FIGURE 2: SEE economies real GDP (billions of US dollar, current prices)

SOURCE: IMF World Economic Outlook, 2015
SEE Economic Outlook by Country
Albania’s economy expansion was supported by an increase in private investment and a revival in
economic activity in the service sector. Increased investments in large energy-related projects is
also expected to boost growth in the near-term. Albania’s GDP is expected to grow 3.4 percent in
2016, and for the next four years growth expectations are even larger.
Bosnia and Herzegovina submitted its formal application for EU membership on 15th February
2015XX. The application is the first step in a long process, but opens the doors to the new EU preaccession funds which can be utilized for economic growth. It is expected that the B&H economy
will grow by 3 percent in 2016 and about 4 percent per year in the medium term.
Croatia’s economy expanded in 2015, after six years of recession. Croatia intends to introduce the
euro in four years’ time which confirms the government’s intention to follow a pro-EU reformist
agenda. Croatia is the SEE country with the smallest economic growth projection till 2020.
Slovenia is the most developed country in SEE region. Its solid growth was underpinned by raising
private consumption and lose fiscal policy as the country recovers from the International Financial
Crisis. It is expected that the Slovenian economy will remain stable in the future, with yearly GDP
growth around 2 percent.
Montenegro achieved 3.2 percent economic growth in 2015, despite political challenges regarding NATO accession talks and discrepancies with Russia. A high economic growth of 4.9 percent is
expected in 2016, propelled by investment in infrastructure and tourism. However, in the mid-term
the growth is expected to be at 3.3 percent.
Former Yugoslav Republic (FYR) of Macedonia is also facing significant political risks because of
disagreements between the opposition and the governing parties. Current growth prediction for
2016 is 3.2 percent and expected to slightly increase in the mid-term period. Joblessness and poverty remain the major problems.
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Serbia’s economy gained strength and rebounded in 2015 as a whole, after a severe impact of
floods which led to an economic decline of 1.8 percent in 2014. More robust growth rates of
around 2 to 4 percent are forecasted over the medium term.
FIGURE 3: SEE Economies and Real GDP growth rate, 2015-2020

SOURCE: IMF Economic Database, 2015
Regional Trade Trends
While there is limited analysis and literature, what does exist indicates that nearly a third of exports
from the Former SFRY were of a medium-tech nature (Figure 4). These medium-tech goods include
those from the automotive and textile industries, as well as mechanical and electrical machinery.
At the same time, nearly 50 percent of exports were low-tech.
The effects of the political instability can be seen in the region’s lost capabilities, whereby mediumtech and high-tech exports dwindled and lower tech or resource based exports dominated the
region’s trade. However, in 2013 the SEE region began to show similarities in its export patterns
to that of the Former SFRY before its decline. In that respect, it took economies in the SEE region
nearly two decades to reach the level of the Former SFRY before its break-up.
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FIGURE 4: Exports of the SEE Region from 1966 to 2013

SOURCE: RCC and TEPAV, 2015
Since 2001, SEE countries implemented trade liberalization with the EU and the Balkan region.
Subsequently, the SEE economies are generally classified as open economies, with trade-to-GDP
ratios of over 90 percent. Considering their geographic position and proximity to EU markets, trade
openness rates of this type make the SEE region highly reliant on Eurozone growth trends. In fact,
external demand is arguably the main driver of economic growth in the region. Subsequently,
nearly 90 percent of all SEE good exports either remain within the region or go to the EU (Figure 5).
FIGURE 5: Major Export Partners of the SEE Region, 2014

SOURCE: AT Kearney, 2014
In 2013, the SEE economies top five exports were transport equipment, electrical machinery, clothing, iron and steel, and mechanical machinery. What remains consistent is that SEE economies cannot seem to transition into exporting high-tech products, which remains consistently low at under
5 percent throughout the decades. Therefore, there is a need for agendas focusing on structural
reform, namely in terms of reforming institutions, infrastructure and companies for the needs of
changing markets. Strategies should focus on moving away from cheap labor, gaining a competitive advantage on the medium-tech markets and becoming a player on high-tech markets. One
logical step in this process is of course the move towards European Union (EU) integration, which
some SEE countries have already begun pursuing.
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Demographic Trends
The SEE region has over 25 million inhabitants and a combined GDP of USD 170 billion in 2015,
making it economically important. However, despite representing 5 percent of the EU population,
it creates less than 1 percent of the EU GDP. Demographic developments in South East Europe in
the next 5 years will be similar to that in the EU. Most countries will face population decline with the
exception of Albania. SEE countries have a highly educated workforce. However, one of the most
significant consequences of this migration trend has been the Youth Brain Drain, affecting all of
the SEE countries.
While little data can be found pertaining to the education levels of SEE migrants, most accounts
imply that highly educated graduates are among the most common migrants, seeking higher paid
employment in EU countries or the USA. The upside to these migration patterns are increased
remittances which make up a significant part of the GDP in many SEE countries. However, these
inflows have been decreasing in recent years and some studies have pointed to the negative long
term effects which have resulted from over-dependency on money coming in from abroad, a need
for more investment rather than consumption.
EU Membership
EU membership prospects present the potential to facilitate further economic integration of SEE
economies with European markets Croatia and Slovenia, as EU member states with historically
good connections with the EU, can serve as ambassadors of SEE region investment and exports
in the EU. Serbia’s ties with Russia present the same opportunity there, while B&H’s relations with
the Gulf Cooperation Council (GCC) make it an ideal starting point for UAE investment and export
cooperation. This is especially true now that B&H has officially submitted its application for EU
membership (Figure 6).
FIGURE 6: SEE Economies towards EU Membership
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UAE Diagnostics
The UAE has one of the largest level of oil and gas reserves in the world. It is a high-income, open
and emerging market. This can be seen from the fact that it performs very well in international
country rankings. The country’s economy is industrial in nature, where 61 percent of the GDP is
derived from this sector. Services and agriculture account for about 38 percent and less than 1
percent respectively. The UAE is definitely characterized by economic growth and prosperity.
Despite a minor economic downturn during the International Financial Crisis in 2009, the economy
recovered quickly. Since 2010, the country has experienced 4.5 percent average annual growth
mainly driven by strong domestic demand. In that respect, GDP is expected to continue increasing
until at least 2019 where it could reach as high as $381 US billion (Figure 7).
FIGURE 7: Real GDP Forecasts for UAE (billion US dollar), 2014 – 2019

Trade Trends
In the 2000s, the UAE experienced significant economic growth as a result of soaring oil prices. This
triggered a desire to diversify the economy and reduce the dependency on oil exports. The new
development plan that resulted put more focus on trade and the expansion of ports.
The UAE’s general policy towards trade can best be described as, a liberal trade regime aimed at
promoting UAE trade relations, particularly through multilateral trade liberalization and bilateral
trade agreements. The former have been established with multiple countries included Turkey,
China, the USA and the European Union which is considered a single trading bloc. Their largest
trading partners, however, are Japan and India.
The diversification policy has resulted in less than half of total export value coming from oil and gas
products. This makes the UAE the most diversified economy in the Gulf region, exporting multiple
commodities not categorized under oil and gas (Figure 8).
However, the UAE’s trade also deals in significant re-exports to Gulf states, where pearls and precious stones are both the most important import and export category (after oil and gas products),
due to re-export. On a global scale, the UAE is the 18th leading exporter.
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FIGURE 8: UAE Non-Oil Commodities Exports, 2014 (% total exports)

SOURCE: UAE Macroeconomic Report, 2015
Demographic Trends
The population in the UAE has increased immensely in the past decade. Initial significant population
expansion began between the late 1960s and again in the 1980s. In 2001, the population stood at
3.2 million people, only to experience another significant increase. The population reached more
than 9 million in 2013. This is mainly the result of a strong growth rate between 2001 and 2008 on
the back of rising oil prices, which slowed but still maintained a positive growth onwards. This trend
is expected to remain the same, with a steady growth rate that will see the population at nearly 11
million by 2019. Along with population growth, which in turn means a growth in the labor market,
wages and salaries are also increasing indicating a very healthy labor market. However, the makeup of the labor market has been a sensitive issue for the last few years.
The significant population increases are mainly attributed to migration inflows. With each economic boom came the need for more labor, and migrants fled to the UAE mainly of European,
Arab (Middle East) and Asian descent (Figure 9). Initially, migrants were greatly welcomed while
Asian worker were often preferred to the Arab workforce. Much of this was due to a growing fear
for “revolutionary” ideologies supposedly held by Arabs, as well as the fact that Asian migrants were
generally seen as cheaper to employ.
However, in early 2010, migration policies experienced significant reform in the UAE as a result
of high unemployment among nationals, and rising security concerns. Subsequently, monitoring
labor migration became a topic of interest. In terms of employment rates, in 2010 it was estimated
that the unemployment level of nationals was 9.2 percent of the total population or about 17.2
percent youth unemployment for the 15 to 29 age group. Not surprisingly, 40 percent of the UAE’s
public sector workforce was made up of foreign workers, while the private sector boasts a foreign workforce of about 99.5 percent. Policy changes look to increase the employment of Emiratis
through an “Emiratization Program” in both the private and public sectors. In terms of education,
about 55 percent of the non-Emirati and Emirati population hold a below secondary-education.
Tertiary educated individuals, meaning those who have a university degree, is only about 15 percent among non-Emiratis and 11.8 percent among Emiratis.
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FIGURE 9: UAE Total Population Estimates: Emirati vs. Non-Emirati

SOURCE: De Bel-Air, 2015
The last federal level, comprehensive population census was held in 2005, while more recent ones
have been held on the level of individual emirates.
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BILATERAL ECONOMIC RELATIONS
Investment in the SEE Region
Often characterized by political disintegration and inspiring the term “Balkanization”, the SEE region still faces image problems where potential investors often associate the area with conflict
rather than investment potential or opportunities. Nonetheless, the SEE region has taken significant strides towards increased regional cooperation. It has become more economically advanced
and settled, experiencing economic growth and an increase in FDI. Investors still wary of the political risks can make use of mitigation tools offered by public and private agencies. These risk mitigation tools have been introduced in order to increase the bankability and financing options available
for investment projects.
Current FDI Inflows
The domestic private sector base in SEE economies is relatively low, therefore they significantly
depend on foreign capital. These investments are necessary to not only increase competitiveness but also to withstand economic development in the area. The current investment inflow in
SEE countries, in terms of Foreign Direct Investment (FDI), comes from European countries and is
mainly targeted towards economic activity in the services sector. Similarly, most investments are in
Croatia and Slovenia, which traditionally have strong ties with the Eurozone.
In the 1990s, SEE economies received limited FDI, as a result of the political risk, economic instability and strong competition from other transition economies, namely those of Central Eastern Europe (CEE). While the situation began to improve after the Dayton Peace Accord which was signed
in 1995, SEE economies still fell behind other transition economies. Similarly, the FDI that did enter
the region was also very unequal, most of which went into Croatia or Slovenia.
The 2000s saw significant improvements to FDI inflows in SEE economies as political and economic
conditions began to stabilize and improve. Albeit, the financial crisis did cause a slump in FDI.
Nonetheless, during the ten year period between 2000 and 2010, SEE economies experienced
great increases in FDI inward stock. While in some countries the increase was rather minor, like
in B&H and FYR Macedonia where FDI increased by six and eight times respectively, other SEE
economies experienced larger increases such as in Croatia by 12 times, in Albania by 17 times,
and in Serbia by 20 times. However, in the period between 2010 and 2014, the FDI inflow pattern
changed slightly.
While the majority of FDI still continued to go to Croatia, Serbia began to catch up and by 2014 FDI
inflow to Croatia and Serbia was nearly at par. FDI into Slovenia continues to increase steadily while
the other countries still represent untapped markets with large FDI potential. It should be noted
that there is an uneven dispersion of investments in the SEE region (Figure 10), not to mention that
the FDI inflow values are still lower in the SEE region than in other transition economies.
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FIGURE 10: FDI Inflow in SEE Economies in 2010 and 2014 (US dollar)

SOURCE: IMF World Economic Outlook, 2015
The major investors in all SEE economies are Austria, Greece, and the Netherlands. Germany and
Hungary are major investors in at least half of the SEE countries, while Italy, Cyprus and Russia are
major investors in at least two SEE countries.
GCC Investments in SEE
The UAE in its own right, has emerged as a very prominent economic actor in the SEE region. Not
only has it been present through aid donation, but also through commercial investments. Investments from Gulf States have increased in the last decade, where economic links between the GCC
and SEE regions have been strengthened through inter-government talks. The desire for increased
trade and investment has been a priority for both regions.
These talks have mostly revolved around Gulf investments in the infrastructure, ICT, and agriculture industries of SEE economies. Similarly, interest towards the tourism sector is rapidly increasing. Many airlines have introduced direct routes to SEE capitals, or increased the frequency of
previously established networks. In most cases, these decisions stem from a desire to boost tourism flows and enhance economic relations. Multiple Gulf States have seen the benefits of using
large state owned business to penetrate new markets, where airlines have served as the perfect
agents. SEE economies are eager to accommodate investors since the attraction of Gulf money is
undeniable. Investments are even more sought after than export opportunities to the GCC, since
the former can inevitably lead to the latter.
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BUSINESS OPPORTUNITIES
Opportunities in the SEE Region: Challenges and Prospects
Conducting business in the SEE region was not always an easy feat, with companies facing numerous barriers. Business restrictions are often the result of various factors, where the competitive
state of the region varies. However, recent strides have been taken to improve procedures and
regulations whereby some SEE economies have implemented one-top shops and other benefits
for entrepreneurs and investors. In some cases, these are on par with European countries and EU
best practices. Subsequently, the ease of doing business in SEE economies has improved. Almost
all SEE countries improved their rankings in 2016 (Table 1). Many of them introduced reforms,
which serve as incentives to encourage economic development in the region.
TABLE 1: Ease of doing Business Ranking for SEE Economies (Rank out of 189), 2015
Ranking
12
29
40
46
59
79
97

SEE Economy
FYR Macedonia
Slovenia
Croatia
Montenegro
Serbia
Bosnia and Herzegovina
Albania

Improvement
Yes
Yes
Yes
Yes
Yes
Yes
No

SOURCE: World Bank, 2016
Starting - Up a Business
Business opportunities have increased in the region in recent years. SEE economies have been
active in improving business regulations, whether as a result of EU membership prospects or in
response to the lingering effects of the most recent global financial crisis. Regardless, since 2008
multiple cities in SEE economies have established one-stop shops to ease the process of starting
up a business. This is by far one of the greatest reforms experienced by the region, where consistent reform is encouraged across local and national levels to produce better results.
Currently, it is easiest to start a business in the FYR Macedonia. As an economic indicator, starting
a business is measured by considering the amount of procedures, time, cost and paid-in-minimum
capital required to start a limited liability company (LLC). FYR Macedonia’s introduction of the onestop shop system in 2008 reduced the time of starting a business from 12 days to just 3, and the
cost of doing so is a little over $100 US dollar. Other countries in the region have also introduced
one-stop shops. However, considering the fragmented nature of most institutions, this is not the
standard in the region where business regulations vary across cities. As mentioned, FYR Macedonia is very efficient and inexpensiveness for business start-up. However, in Mostar, B&H the time
required to start a new business can be as long as 50 days. Similarly, the cost of this endeavor varies across the region, from 1.5 percent to 31.4 percent of income per capita. Minimum capital requirements are also the norm in most SEE economies, where FYR Macedonia is the only economy
to have abolished this requirement while other countries such as Albania and Montenegro charge
nominal values.
16 | BUILDING BRIDGES THROUGH ECONOMIC COOPERATION

Construction permits can be difficult and expensive in SEE countries. The average time needed to
build a warehouse in a SEE economy is about 223 days, where the cost is about 1100 percent of
the income per capita. This is far below EU standards, where on average a construction company
requires one month less of time, and only 77 percent of income per capita. However, local governments have significant authority in this area when it comes to levying taxes and fees (attributing
to the majority of the associated costs) or administering procedures. In that respect there exists a
great potential for successful reforms.
Considering the overall state of business regulation in the SEE region, there is hope for reform. If
the region’s best practices were to be applied throughout the SEE economies than the process of
starting a business would be significantly simplified (Table 2).
TABLE 2: Best Practices for Starting up a Business in the SEE Region, 2015

Days to Start a Business
Cost to Start a Business
Days to Register Property
Cost to Register Property
Days to Enforce Contract
Cost to Enforce Contract
Days to deal with Construction Permit
Cost to deal with Construction Permit

Best Practice
1 day
0.1% of income per capita
0.0% of income per capita
22 days
2% of property value
525 days
12.7% of the claim value
74 days
2.7% of warehouse value

Country
FYR Macedonia
FYR Macedonia
Slovenia
Albania
Slovenia
Albania
Slovenia
FYR Macedonia
Slovenia

SOURCE: World Bank, 2016
Trading Across Borders
Trading across borders considers the time and costs associated with exporting and importing
products into and out of the SEE Region (Table 3). SEE economies that are EU members, such as
Croatia and Slovenia, have open borders and therefore the time and costs associated with exporting and/or importing goods are significantly reduced. SEE economies that are not members of the
EU therefore require more time and money. Nevertheless, exporting goods does not take up too
much time, with reasonable hours that do not vary much across the non-EU member SEE economies.
The same can be said for the cost of exporting. Importing goods is slightly more dispersed in the
region, particularly in terms of costs which vary the most among the countries. Consider, the cost
of domestic transport for imports ranges from $60 US dollars to $336 US dollars, in FYR Macedonia
and Albania respectively.
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TABLE 3: Time and Cost of Exports and Imports for the SEE Region, 2015

IMPORT

EXPORT

Albania

Document Compliance
Border Compliance
Domestic Transport

6
18
3

Document Compliance
Border Compliance
Domestic Transport

57
181
143

Document Compliance
Border Compliance
Domestic Transport

8
9
5

Document Compliance
Border Compliance
Domestic Transport

56
101
336

B&H

Croatia

FYR Macedonia

Montenegro

Serbia

Slovenia

5
8
3

2
4
3

1
0
3

67
158
133

66
47
267

0
0
119

10
23
3

3
3
3

1
0
3

100
306
169

71
52
214

0
0
119

TIME TO EXPORT (hours)
4
1
2
5
0
9
4
2
3
COST TO EXPORT (US $)
67
0
0
106
0
0
296
135
60
TIME TO IMPORT (hours)
8
1
1
6
0
0
4
2
1
COST TO IMPORT (US $)
57
0
0
87
0
0
296
135
60
SOURCE: World Bank, 2016

Growing Competition and a Positive Economic Outlook
Despite the challenges presented and slightly less attractive business start-up and export/import
statistics, many strides have been taken towards bettering the economic condition in the region.
From reforms to increased EU integration prospects, which have historically proven to be a powerful driver of economic prosperity. Today, the SEE region represents a great investment opportunity
where location in terms of proximity to EU markets is key and human capital and labor costs are
low. A noteworthy trend in the region is intensified competition among the SEE economies (Table
4). Competitive economies cannot survive in isolation, so the growing competitive drive between
the countries will inevitably create greater interdependencies among them. Political tensions are
being calmed as markets encourage investment and trading linkages across borders.
TABLE 4: Competition among SEE Economies
Total Tax Rate (% of Profit) Competitiveness Index (out of 148)

Albania
B&H
Croatia
FYR Macedonia
Montenegro
Serbia
Slovenia

36.5
23.3
20
12.9
21.6
39.7
31

95
87
75
73
67
101
62

Corruption Index (Out of 100)

31
42
48
44
44
42
57

SOURCE: World Bank, 2016; World Economic Forum, 2014; Transparency International, 2014
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Current analyses of economic conditions in the SEE region are more optimistic than initially believed, improved economic conditions in the Eurozone as a result of recorded accelerations in
Q3 of 2015. As a result, economic analysts expect regional economic expansion by 2.5 percent in
2016, expected to increase to 3.0 percent in 2017. If these analyses hold, this will be the strongest
economic growth for the region in six years.
SEE economies need to increase innovation and business sophistication in order to attain a competitive advantage. This cannot be done solely through cheaper costs, but rather through an increased focus on high quality, innovation and speed.
Opportunities in the UAE
As a result of their open and liberal economy, investing and trading with the UAE tends to be significantly easier than observed in the SEE region. In 2013 alone, the UAE received 28.7 billion US
dollars on FDI, mainly from the UK, while the UAE invested about 17.2 billion US dollars in FDI.
Starting Up a Business
Business opportunities in the UAE are some of the best in the world. On the World Bank’s Doing Business Index, UAE ranks 31 out of 189 countries in the world. Starting a business requires
around 8 days and encompasses 6 procedures costing about 6.2 percent of income per capita.
Dealing with construction permits is relatively simple, likely as a result of a well-developed industrial economy. In general, 43.5 days and 8 procedures are required for dealing with construction
permits, costing around 0.2 percent of the warehouse value. Subsequently, on a global scale, the
UAE ranks among the top countries in terms of ease for dealing with construction permits. The
government has also increased support and aid towards SMEs in recent years, not to mention the
fact that business are required to pay virtually no taxes towards the government, creating a friendly
business climate.
Trading Across Borders
Trading across borders is made significantly easier through the UAE’s open trade policies and
practices. Exporting goods generally requires some 3 documents and lasts 7 days, costing no more
than 665 US dollars. Importing is slightly more difficult, requiring the same amount of days but 5
documents. However, importing is slightly cheaper costing some 625 US dollars.
Having signed many trade agreements with countries all over the world, the UAE has successfully
increased trade activity with those countries and diversified its exports. These include regional
agreements between GCC countries, with work being conducted on creating a fully integrated single market. International agreements include a free trade agreement with the European Free trade
Association (EFTA) and Singapore.
Economic Cooperation Models
In order to increase economic cooperation between the SEE region and the UAE, there are a few
business ideas and cooperation models which can be explored. As the SEE economies continue to
diversify and achieve greater competitive advantages, this presents an opportunity for UAE markets in terms of growth and market penetration. Particularly considering the UAE’s need to diversify their markets and include sectors outside the industry area, the SEE region offers innovation
and the ability to integrate technologies in order to produce different products aside from those
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in the oil sector. The SEE region is also a hub for countries wishing to expand their services sector, something the UAE needs more of. Considering that world output growth is heavily driven by
emerging markets, and the SEE economies are turning into just that, the UAE can gain profits by
boosting their exports and FDI to these countries specifically.
Value Chains and Outsourcing
Prices are becoming more competitive and business know-how is contributing to increased efficiency in the SEE region. Subsequently, the region is being recognized as a more economical
alternative to other economies particularly because advancements are not only reducing costs
and time, but adequately maintaining quality. The UAE, on the other hand, maintain relatively low
production costs but there is an upward trend which would make relocating part of business
value chains to the SEE region feasible (Figure 11). Not only is it significantly cheaper than other
European countries, including CEE and Eastern European countries, but it also provides access to
quality resources and close proximity to European markets since global integration of value chains
is expected as a consequence of EU membership. Similarly, the trade reforms currently in place in
the UAE are not sufficient for increasing trade volumes or expanding export varieties. Lack of infrastructure and an enabling environment leads to hindered entrepreneurship and innovation, while
the SEE region offers the ability to increase production of raw materials for further export and has
proved to be a very innovative environment.
Much like moving entire or parts of value chains to SEE economies, outsourcing services to the
same has great promise. The countries in the SEE region have highly qualified human capital which
are equipped to provide niche business services. Additionally, the low cost of living in the region
when compared to UAE standards, means that these services are economically attractive as well.
Belgrade and Sarajevo are already perfect examples of existing service hubs resulting from this
outsourcing trend, where high-value business services are largely offered in information communication technologies (ICT), design, marketing, media and even consulting. Again, stressing its potential for fostering the innovative and entrepreneurial spirit required in the UAE.
FIGURE 11: Value Chain Relocation and Outsourcing
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Trade Routes and European Markets
The location of the SEE region is ideal for any business wishing to penetrate European markets.
Naturally, this creates significant business opportunities pertaining to logistics, packaging and rapid delivery manufacturing.

EU membership prospects also offer significant opportunities in terms of easing bureaucratic procedures and costs, as well as relaxed borders. Existing ties with EU economies on the part of SEE
countries also presents its advantages. Many of these links are not only with regards to financial or
commercial activities, but also in terms of migrants, where SEE countries have significant Diasporas
in large European countries. The possibility of trilateral business models can be explored on the
part of SEE economies, the UAE and EU countries by tapping into the Diaspora populations who
are multilingual and have direct access to EU networks.
Opportunities in Domestic Markets
Considering the economic developments currently taking place in the SEE region, there exist significant business opportunities in simply tapping into domestic markets. Increasing urbanization
rates coupled with the modernization of domestic economies presents economic potential to the
UAE. Particularly for Small and Medium Enterprises (SME) operating within the tourism, energy and
construction sectors. Not to mention, if growth rates continue, there is a good chance that the SEE
region will become of increased interest to further private equity and venture capital funds.
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MOVING FORWARD – TRADING AND INVESTING
IN THE SEE REGION
Sector Drivers of Economic Transformation
Growth in the SEE region is similar to that of Eastern European countries but higher than growth in
the EU. The main contributor to GDP in the SEE region is the service sector, albeit agriculture still
represents a significant share of GDP, which is unlike the EU (Figure 12). This represents massive
investment potential considering the budding role of the SEE region as Europe’s bread basket. For
the UAE this also presents a great opportunity considering they can make use of the more developed, and relatively feasible services industry. Outsourcing to the SEE region within this sector,
therefore, presents an ideal opportunity.
FIGURE 12: GDP Breakdown in SEE Region vs. EU. 2013

SOURCE: ATKearney, 2014
Similarly, aerial transportation has significant potential for improvement and presents a great investment opportunity through the integration of regional airlines, the introduction of new aerial
routes, and the modernization of airports in the region. However, projects in infrastructure, tourism and energy were the main drivers of economic growth in the SEE region in 2015 and are
expected to continue supporting further development in 2016. Some of these are prioritized by
governments while others are considered growth areas by banking institutions. Regardless, some
of the sectors have already been tapped into by investors and entrepreneurs who have taken advantage of the investment opportunities.
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Some of the sectors which have significantly contributed to economic transformation, and which
will be explored in further detail, include:
- Agriculture
- Forest and wood processing
- Tourism
- Information and communication technologies
- Textile
- Energy
The Agriculture Sector
The agricultural sector, inclusive of agribusiness and food processing, is one of the most resilient
sectors in the world, even the financial crisis did not create much of a setback in the industry. Considering the improving economic situation in the world, with decreases in poverty and an emerging
middle class in transition economies, agriculture exports are expected to continue increasing.
The SEE region’s agricultural potential stems from its natural conditions, skilled and cheap workforce, and intriguing economic position. The region contains large stretched of flat, arable land.
Hilly regions throughout the SEE countries anchor low-density orchards, while the mountainous
interior is carved by arable valleys and corresponding river systems. Alluvial soil deposits in the
north help create especially fertile areas along the rivers.
In most of the SEE countries, nearly 50 percent of the land is agriculture-grade, a good proportion of which is also arable. Yet, most of the arable land is fallow and uncultivated, albeit some of
it is used for industry. Most of the countries also have higher hectare per person ratio than the
majority of EU states. Current estimates put the number of agricultural holdings in the region at
515,000. As of 2013, sown arable land was distributed amongst fodder cereals (58 percent), crops
(25 percent), vegetables (15 percent), and industrial crops (2 percent).
The agricultural sector is perhaps one of the least tapped into industries of the SEE region (Table 5). Most of the region’s arable lands which remain severely underutilized, provide significant
space to increase the production of organic crops as well as the number of greenhouses. While
this requires improving policy dialogue and establishing quality support systems which will integrate value chains and increase agricultural productivity, the governments of all the SEE economies
agree that agriculture is a key area for foreign investments. This is particularly true for diversifying
exports to include the Middle East and North Africa (MENA) region. Currently, the region’s production volume is low and mainly supplies within the region itself, with the rest of the exports going
into EU markets.
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TABLE 5: Country Overview for the Agriculture Industry, 2014
Rural
Population Employment
(% of total)

Albania

44 %

41.5 %

Agriculture
Value Added
(% of GDP)
23 %

Food Export
(mlns US$)

Competitive
advantage

40

Dramatic shift from agriculture to service
industries. Competitive advantage: vegetable oils; fruit and vegetables.
Most farm holdings are small family farms
which operate at subsistence levels. Competitive advantage: Meat; fruit and vegetables.

B&H

50 %

20.5 %

8%

318

Croatia

42 %

13.7 %

4%

1104

FYR Macedonia

43 %

17.3 %

10 %

367

190,000 farms, of which 80% are small family farms with an average size of about 1.7
hectares. Competitive advantage: Fish and
milk production.

Montenegro

33 %

5.7 %

10 %

38

Over 50,000 small family farms with an
average size of about 5 hectares. Competitive advantage: Fish and vegetable oils.

Serbia

42 %

21 %

10 %

2207

450,000 farm holdings with an average size
of less than 5 hectares. Competitive advantage: Fish and vegetable oils.

Slovenia

48 %

8.3 %

2%

1207

Competitive advantage: Fish and vegetable
oils.

Competitive advantage: Vegetable oils and
sugar.

SOURCE: Food and Agriculture Organization of the United Nations, 2015; Dower, 2014
Fruits and Vegetables
The best suitable fruit growing areas are the hilly and hilly-mountainous regions, regions along
the rivers, abundant in sunny sites with the right type of well-drained soil, and the Mediterranean
region. Currently, there are millions of trees in the region which produce plums, pears, apples,
cherries, peaches, walnuts and other fruit, and millions of grape vines for processing, sale at a local
market, and export. The climatic and economic conditions are advantageous for berry fruit production (raspberries, strawberries, blueberries, blackberries and chokeberry). The increased interest
in indoor vegetable production can be noticed all over the country, with production of a high quality potatoes and cabbage, as well as rye, barley, oat, fruit berries etc. Protected areas for growing
vegetables and berries is increasing yearly.
When it comes to fruits and vegetables it is important to emphasize that the region has the lowest
production costs against world leading producers for raspberry, plum, cabbage, and among the
lowest for green peppers and cucumbers. In addition, fruit exports have nearly quadrupled since
2008. Lastly it must be underlined that most SEE economies can export fruits and vegetables to
the EU freely.
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Milk
At the moment in the SEE region, the dairy sector is recording achievements and development
in most of the indicators. However, the yield is still low in comparison with the EU neighboring
countries. Most SEE countries are also cleared to export milk to EU. However, the dairies collect
approximately one third of milk produced by local farmers, which is still low in comparison to other
countries (yet in Slovenia approximately 80 percent of locally produced milk is delivered to the milk
collection stations). The dairies produce mainly high-volume, fast-turnover, low margin products
like fluid milk. Only a few dairies produce value-added products such as the aged cheese. As a result, most value-added milk products are imported from neighboring countries or the EU.
Field crops
Northern parts of the region and river valleys are particularly suitable for field crops production,
including cereals, industrial crops, vegetables, feed crops etc. as well as for intensive commercial
cattle rising for fattening, meat and dairy production. The largest part of arable land is used for
growing cereals. Forage production holds second and vegetables third place. Roughly, forage is
produced on 30 percent of the region’s arable area (clovers, alfalfa, grass-legume mixtures and
maize for silage) and on permanent grasslands which are mostly in hilly and mountainous areas.
Livestock Production Systems
Livestock production has a great importance for SEE agriculture considering the available natural
resources and the number of people engaged in the production. SEE countries have a long tradition in collecting and cultivating lamb meat and baby beef production and meat processing (in particular dried and smoked meat). There are hundreds of meat processing companies in the region,
but most are small-scale size. Only a half of the installed production capacity of the largest meat
processing companies is utilized.
Investment Opportunities
Since the market and customer base is widening, the SEE region should invest in enlarging production of fresh raspberries, plums, cherries, grapes, cabbage, cucumbers and young potato. In
line with the aforementioned there is strong potential to aggregate smaller producers and collect
larger quantities of high quality products for export. The capacities of cold storage and deep freeze
centers for various fruits and vegetables are an additional investment opportunity. There are great
potentials in further development of the existing. On a larger scale development of an Air Cargo
Center in a site located in the most prominent agricultural area in B&H which has an existing suitable landing air cargo runway presents a very interesting opportunity.
Reasons to invest is agriculture include four major advantages: (i) good treatment of foreign investors, (ii) qualified yet competitively priced human resources, (iii) early stage development creating
an ideal investment climate, and (iv) geopolitical positioning of the region.
National treatment of foreign investors is amongst the lowest in the region and in Europe, and
a liberal foreign trade regime, render SEE economies attractive and price competitive locations
for your future investment in the sector of agriculture and food processing. Not to mention that
all profiles of highly qualified and experienced workforce (engineers, technicians, skilled workers)
required in agriculture and food processing industry are available under competitive costs, particularly when compared to the EU.
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The agricultural sector is also at an early stage of development. All parts of the agricultural value
chain from organization to infrastructural modernization, and marketing may be developed with
little competition. Similarly, businesses have extremely favorable corporate tax rates compared to
EU nations. There are also several advantages at a macroeconomic level. B&H currency (the convertible mark) for example, is pegged to the euro to protect against inflation. The SEE region as a
whole has a unique position in the agricultural supply chain. Markets first receive produce from
Egypt and then Turkey, but the growing season in SEE countries represents a separate wave of production. As such, it faces minimal competition from these producers with proper timing of sales.
These production waves break on EU shores, where the SEE region has excellent access.
Forest and Wood Processing Industry
The SEE region has an abundance of forests, with the most prevalent share of forest and the most
diversified forest varieties in the region found in B&H. The natural forests are one of the most significant environmental resources in the country. According to the most recent data, forests and
forestland cover over half the total area of the region, which is among the highest value in Europe.
Taking in consideration ownership, on average 80 percent of forests are owned by states while the
remaining 20 percent are owned by private identities.
Attributable to its environmental and assorted structure, as well as considerable natural restoration, forests are an essential resource for the future progress of SEE economies. The major tree
classes are: fir, spruce, scotch and European pine, beech, different varieties of oak, and in the less
number there are the kind of deciduous trees such as maple, elm, ash, and the fruit trees (cherry,
apple, pear) . It is essential to mention that the beech and particularly oak from the region, in the
production of furniture, are unique raw materials and it provides many opportunities in the world
to the region’s manufacturers.
In addition, SEE economies are net exporters of primary and secondary forest products and have
the potential to run the local processing companies to add value. The role of non-wood forest
products is currently undervalued, but it has an important role for rural development.
Wood Processing
SEE countries have a historical tradition and a good global status in the manufacturing of superior
wood products and furniture that satisfied the needs of domestic and international demands. International buyers are familiar with the fact that regional companies can produce superior wood
products, since before the war they were among the best in the world sue to excellent of raw materials, the value of products and the proficient skills of the workforce.
It must be emphasized that the wood processing industry plays a critical role in the region’s overall
economy as it is directly related to an increase of employment and export earnings and it produces
the largest foreign trade surplus. Since 2011, the wood processing industry has recorded an annual growth of more than 10% in terms of annual production volume.
The rising capacity of production was primarily caused by the positive international respond and
constant increase of foreign demand of the top trading partners (mostly Germany). With such a
high and constant annual growth in the segment of total exports and in the terms of total production and sales, wood-processing industry denotes a noteworthy competitive advantage for the
future economic expansion of the region. In addition, the composition of manufacturing, income
and exports is becoming more favorable every year, with a larger participation of manufacturing of
higher added value outputs (furniture and chairs, wooden products and prefabricated houses). In
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spite of this, looking the size of the entire EU market, it could be perceived that the region’s wood
manufacturing and exports are still extremely trivial and there is a considerable space for the current and future SEE region wood processors. In particular, the EU has imported furniture in value
of 60 billion Euros in 2013. Germany alone, the largest market for B&H furniture, imports over 15
billion Euros value of wood products every year.
Technology, Workforce and Cost
Around 70 percent of the region’s wood processing companies carry out its production and manufacturing on machines and equipment which are 5 o 10 years old and mainly obtained internationally (EU market). In addition, factors of manufacturing such as lacquer, glue, metal parts for connection, and sponges are mainly imported. With the current contemporary technological level of
manufacturing equipment it is certainly feasible to realize the preferred quality of the manufacturing. On the other hand, for constant expansion, which involves a continuous high level of product,
it is essential to modernize the wood processing technology.
The SEE region has a high quality workforce with significant expertise, well known in the wider
international context. In regards to employment in the wood processing industry, the sector has
managed to achieve above-average employment growth compared to other segments of manufacturing and industry in general. With significant employment growth, the wood processing
industry employs tens of thousands of people, of whom the majority are employed in the processing of wood and manufacturing of wood products, while the rest are employed in furniture
manufacturing.
Most SEE economies provide investors with very competitive operating costs. Tax liabilities and labor costs are very low compared to European standards, and the cost of electricity, transportation
and utilities are among the lowest in Europe. Tax rule is favorable, with a low rate of income tax,
profit tax and aggregate contribution rate. The rate of value added tax is also very encouraging. It
is important to emphasize that foreign investors could be exempted from import duties on equipment placed in free circulation, which represents the investment of foreign entities.
Investment Opportunities
Principally wood processing, lumber and wooden panels, and furniture manufacturing are the
main outputs to the majority of the countries in the SEE Region. It is customary that lumber and
semi-processed goods are dominant export products. According to the most recent data, countries in the region are strong in the export of timber, wooden panels and furniture. However, their
wood processing sector has investment capabilities for a higher degree of product finalization. At
present, the majority of companies have a well-organized manufacturing, industrial equipment capacity and know-how skills; however lower stage of processing (friezes, pallets, wood elements and
the like). In addition, most SEE countries urgently needs investment in forest infrastructure and
cotemporary technologies, which will intensify the utilization of wood volume (especially smaller
diameter and lower quality) and the creation of new products with added value.
The traditional business of manufacturing premium furniture (especially solid wood) in small and
medium-sized enterprises is an enormous investment prospective of the forest and wood processing sector. Due to the lack of industry panels, it could be a significant area for business development, particularly hard plywood and panel boards. The development of bio recycling in the
industrial sector is considered one of the potential areas for investment. The availability of unused
bio recycle mass in the region is also very high. It is estimated that millions of tons of bio recycle
material in the region remains unused. Consequently, the core of a particular consideration of poBUILDING BRIDGES THROUGH ECONOMIC COOPERATION | 27

tential investors in the future could be the manufacturing of wood pellets based on bio recyclable
material.
The main competitive advantages when it comes to the wood processing industry in the global
market are: respectable forest resources, extremely low labor cost and nearness of the European
Union market.
The Tourism Sector
Europe is the world’s most popular tourist destination in the world. The SEE countries, as part of the
sub-region within Europe, have also experienced a steady increase in tourism from international
arrivals between 2010 and 2014 (Figure 13). Not to mention, that Croatia’s accession to the EU has
increased tourism for other SEE countries, specifically Albania and Montenegro. The accession led
to more strenuous visa requirements leading non-EU tourists who require Schengen Visas to opt
for the Montenegrin and Albanian Adriatic coastlines. Montenegro and Albania are also cheaper
options for tourists, while offering the same experience as Croatia in terms of natural beauty.
One of the main issues stunting growth in the tourism sector of SEE countries, is the poor infrastructure and the fact that decision-makers do not prioritize the industry. Also, the fact that cities in
the region are smaller means that development strategies should focus on regional cooperation.
FIGURE 13: International Tourist Arrivals to SEE Countries in 2010 and 2014

SOURCE: UNWTO Tourism Highlights, 2015
Investment Opportunities
There are multiple opportunities considering the SEE region is increasingly becoming a desirable
tourist destination while CEE is declining. The SEE region also offers year-round tourism opportunities. While summer tourism is dominated by trips to the Adriatic Sea coastline, other options
include multiple long hiking trails through the regions scenic mountains in B&H, Montenegro and
FYR Macedonia. Bird watching trip near Ohrid in FYR Macedonia have also gained interest. B&H
hosts multiple festivals throughout the year, including the international recognized Sarajevo Film
Festival, while music festivals in the region include ‘Exit’ in Serbia, ‘Ultra Music Festival’ in Croatia
and ‘Sea Dance’ in Montenegro.
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Winter tourism also has its benefits. Winter sports include skiing in the high mountain ranges
around Sarajevo, who boasts a Winter Olympic Games heritage from when they hosted the games
in 1984. It is also a cheaper alternative to European ski destinations like Austria, France, Switzerland and Italy.
Eco tourism is another sub-area of the tourist industry presenting multiple benefits for investors.
Aside from the numerous national parks, ethno-villages are increasing in number and are very
popular among tourists.
Investment areas within the tourism sector include:
- Ski and mountain tourism (winter tourism)
- Adventure tourism
- Eco-tourism
- Cultural and religious tourism
- Sea tourism
- Spa and wellness
The Information and Communication Technologies Sector
The information and communication technologies (ICT) sector has been going through revolutionary changes in terms of rapid expansion and growth in the last two decades. This phenomenon
is largely credited to the fact that billions of people worldwide are creating the demand for ICT
based products thanks to this growing need to stay connected through the internet. As a result
of such high demand, the ICT sector has seen a great rise in innovations which in turn has led to
economy-wide productivity increases and high-growth rates. In 2013, the SEE region collectively
exported US$ 2.5 billion worth of ICT services to the global economy. Serbia leads the pack in ICT
service exports with a volume of around USD 1.6 billion, followed by FYR Macedonia at US$ 3.7
million, Albania at US$ 2.7 million, B&H and Montenegro at US$ 1 million each. The SEE ICT firms
hold competitive advantages in price, quality and technical know-how. Most SEE ICT companies are
linked to European markets, although the great potential for these companies lies in other world
markets. One of the main assets of the ICT sector is its high quality human capital, particularly, its
competitive costs and foreign-language capabilities (Figure 14).
FIGURE 14: Average Net Wages in the Region (EUR), 2014

SOURCE: UNWTO Tourism Highlights, 2015
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The ICT firms in SEE include four types of players: (i) startups, (ii) outsourcing-focused firms, (iii)
firms that focus on development and export of original software products, and (iv) development
centers of large multinational companies. A viable business area would be to develop a mechanism that would combine the SEE ICT talent and the high growth global demand for scalable global
products. Investments with significant potential include those in system development and commercialization.
The Textile Industry
The historical development of the textile industry in the world started in Britain when fur and wool
machines were invented. Today, Japan, India, Hong Kong and China are leading producers due to
their cheap labor supply, which is an important factor for the industry. The overall worth of this
industry is more than US$400 billion.
The textile industry of Southeast Europe was strong during the time of the Former Yugoslavia (after World War II) where 10 to 15 percent of overall exports were based on textile. While the textile
industry in the SEE Region was significantly weakened after the breakup of Yugoslavia, the region
maintains its tradition and has great potential for future developments. Textile is a key industry
for the SEE Region, and about 60 percent of all finished products are exported to Germany and
Italy. Yet there is a trade surplus, since SEE countries import raw materials such as cotton and
yarn, manufacture and then export them. US$ 1.83 billion worth of finished textile products were
exported from the SEE region, the majority coming from the FYR Macedonia and Serbia.
Yet there are opportunities. The greatest advantage of the textile industry in the SEE region is its
geographical position. Countries of the SEE Region serve as a bridge between Europe and Asia. SEE
could be target for foreign companies and investors who seek to move their production closer to
their main markets in order to provide short delivery time. Since SEE has a long-time existing tradition of trade operations with Germany and Italy, there is an established know-how which will help
organize new business ventures and support potential investments in this field. This know-how not
only comes in the form of established value and supply chains but also a skilled labor force which
comes at a very competitive cost.
Currently, China and Turkey dominate EU markets in terms of the textile industry, yet there is still
an opportunity to capsize on their decreasing market shares. Namely, this can be done by cutting down labor costs which are already very competitive, and decreasing logistic costs while still
maintaining the desired production facilities. Opportunities also require moving away from simply
supplying international brands, to developing complex know-hows in product design, finish and
packaging.
The Energy Industry
Energy has a foremost influence on the expansion and progress of the economy of each country,
mainly through technological development and the rising competitiveness of the economy. Energy
is one of the main stimulators of development in the technological, economic, scientific and educational terms. The energy supply is essential for the continuance of economic development of
the countries of the SEE region, particularly due to the fact that these countries are countries with
relatively small economies.
Looking from the viewpoint of the EU, the SEE region has been recognized as a main transit area
for gas, oil and electricity. World Bank studies showed that the shortage of energy and increasing
energy demands through the region would be considerably increased in the near future. The re30 | BUILDING BRIDGES THROUGH ECONOMIC COOPERATION

gion’s energy sector is also one of the most dominant with a long tradition, enormous prospective
and prospects for continuous expansion and investment as well with objective to become internal
part of European Energy Market and EU Community. For the past few years there is a noticeable
increase of foreign investment in the region’s energy sector. Global investors have recognized the
prospective of this sector, as well the capabilities of SEE Public Companies to produce electricity.
The EU especially is interested in importing all forms of energy from or even through the SEE region.
B&H is one of the largest net exporters of electricity in Europe, and the leader in the SEE region
having exported 5,9997 GHh of electricity in 2014 alone. It has been ranked 24th in the world for
energy exports for the last three years. Yet the SEE region imports a significant amount of natural
gas and oil since these sources of energy are beyond the region.
Oil & Natural Gas Subsectors
The region is primarily reliant on the import of the liquid fuel and natural gas. Currently there are
millions of dollars being invested in oil and gas exploration, and the results show a positive outlook
in terms of oil and gas prospects. The oil and gas exploration results rationalize further explorations and point out that there are reasonable potentials of discovering feasible resources.
The oil industry includes imports and refinement of imported crude oil and production of petroleum products. Sizeable production capacities have been developed, comprising refineries based
on the most modernized world technologies (at the moment only partially engaged). They process
imported crude oil into various products (motor fuels, liquid petroleum gas, bitumen, etc.) and produce motor oils and various special purpose technical oils for the industry and other commercial
purposes.
Taking into consideration the SEE region’s energy sector as a whole, the gas subsector is the lowest
in development terms and the growth of the gas sector is undoubtable in terms of strategy. The
forecasted projections until 2020 anticipate significant gas sector improvement and development,
which mainly includes: building of another supply pipeline/s, distribution network development,
building of the underground storages, and diversification of the gas supply sources. It must be emphasized that the possibility of replacing the imported natural gas with the gas produced by coal
gasification is under consideration.
Electric Power
Electricity is primarily produced using hydro and thermal power plants. At this time, the production
facilities, exceed the domestic demand, and the electricity is exported. In general, production of
electric energy in the region slightly declined compared to the same period of the previous year.
The key reason of this decline was an exceptionally bad hydrological situation in comparison to
the previous year, which resulted in reduced generation of electric energy in hydropower plants
in comparison to the same period of the previous year. Overall consumption of electric energy in
the SEE region continued the tendency of growth and recorded an increase as compared to the
previous year.
Renewable Energy Potentials
The southern part of the SEE region can be considered as the most perspective for wind power
plant development. According to recent studies, the total wind power potential of eighteen sites
under development was estimated to about 1030 – 1180 MW. It is estimated that possible total
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production of electrical energy at these locations could amount to 2.4 TWh/year, with the average
utilization factor of about 30%, which represents the top level of productivity, even in European
terms. It is important to emphasize here that the figure stated above is in the domain of assumption and it is necessary to have it confirmed by detailed analyses. However, the total wind potential
of the region is probably much higher. This estimate results from the analyses of available space,
but doesn’t take into account possible limitations (like grid integration possibilities, environmental
protection, etc.).
The recent researches forecasted prospective of solar energy about 74.65PWh. It could be said
that SEE countries are at the top for encouraging regions in Europe considering solar emission.
The solar irradiation values vary accordingly from the north to the south, where in the latter the
number of sunny days can reach 270 days per year with a solar thermal potential of approximately
1,900 TWh. All above foresaid prospects involve considerable capital investments, as well consistent strategic partners.
Investment Potential
The SEE region is enriched with precious and distinct native natural energy resources that are still
unexplored or only moderately exploited. With the intention to exploit the significant and various
energy resource bases in the region, all-important energy stakeholders have agreed with development and investment programs for construction of contemporary production plants, completely
complying with instructions from the EU Directive. These programs forecast considerable investments in contemporary power system facilities and the development of power generation capacities, in order to satisfy ever-increasing electricity distribution deficit within regional and wider European markets. Investment programs embrace a number of the development projects, based on
coal, hydro and renewable energy sources, including both extension of existing and construction
of new power generation capacities.
There are several potentials for further development, and this is particularly related to the main energy resource, brown coal and lignite, with projected reserves of billions tons; secondly, the hydropower prospective ranks countries in the region high among those in Europe; thirdly, according to
the large number of contemporary researches, there is significant wind energy potential; fourthly,
the prospective for the utilization of geo-thermal and solar energy remains untapped as well, yet
this topic has not been adequately researched or elaborated upon; and lastly, initial research studies of oil and gas, have implied the existence of promising resources on a large number of regions
in SEE countries (some forecasting estimated 50 million tons of oil).
Potentials for Trade and Investment
There are three potential cooperation models between UAE and the SEE region within the industries mentioned earlier:
1. Targeting EU market for export: UAE companies invest in in countries of the SEE region or they
establish joint ventures with existing firms in SEE.
2. Servicing the UAE market: Expand SEE and UAE networks for product/service trade, namely by
investing in the producing or processing capacities in SEE countries.
3. Targeting MENA and other markets for export: Tapping into existing UAE trade channels with
the MENA (and other) regions to diversify SEE country exports while decreasing their dependence
on the EU market.
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LIST OF ABBREVIATIONS
ALB
B&H
EFTA
EU

FDI
GCC
GCC
GDP
HRV
ICT
LLC
MENA
MKD
MNE
SEE
SFRY
SME
SRB
SVN
UAE
UN
USA
WTO
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Albania
Bosnia and Herzegovina
European Free Trade Association
European Union
Foreign Direct investment
Gulf Cooperation Council
Gulf Cooperation Council
Gross Domestic Product
Croatia
Information Communication Technologies
Limited Liability Company
Middle East and North Africa
FYR Macedonia
Montenegro
South Eastern Europe
Social Federal Republic of Yugoslavia
Small and Medium Enterprise
Serbia
Slovenia
United Arab Emirates
United Nations
United States of America
World Trade Organization

