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Abstract 

In the methodological sense, the aim of this paper will be to reach a prediction about the potential challenges, 

threats and risks that the Western Balkans will face in the current decade, based on the case study of Serbia 

and North Macedonia. By analyzing the existing economic, political and security challenges, risks and 

threats facing by these two countries, as well as the European continent as a whole, the authors will try to 

use the method of prediction to establish to what extent the existing challenges, risks and threats will be 

current in the next six years, whether new ones will appear and in what intensity and what mechanisms are 

available to small states, such as Serbia and North Macedonia, in the process of facing and creating 

sustainability. In the academic sense, the contribution of this work will be to provide new understanding 

about what are the most effective methods in the process of recognizing the challenges facing by small states 

in current international relations. While, in a practical sense, the contribution will be multiple - political, 

economic, security - because it will provide new knowledge about potential challenges, risks and threats, as 

well as proposals for dealing with them. 
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1. Introduction 

 

Within the established framework of international relations, the position of small states is from 

different angles questionable. Although, from the normative point of view, small states possess the same 

rights and obligations within the international institutional infrastructure, including the structure of 

international law, from the realistic point of view, as well as academic, it is very demanding to prove such 

thesis in practice. In fact, maybe we could reach a certain explanation if we suppose that small states are 

enjoying same obligations, in a huge extent same rights, but not the same "power" in the decision-making 

processes. 

In that context, we, as scholars, cannot rely only to one and concrete obstacle that creates above 

mentioned distinction between small states and that one classified as regional and big state, in the context 

of their political power, economic sturdiness, military strength and diplomatic networking. More suitable 

would be if we use two-angle approach in the process of proving the thesis about the position of small states. 

First angle, in which international institutions and the use of international law are witnessing about 

the different positioning of small states in comparison with big ones. Since the establishing of the 
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international system on the UN pillars, there are numerous of cases which are representing examples about 

the violation of the rights of small states, including the violation of their basic and substantial rights, such 

as territorial integrity and political sovereignty. Also, from an economic point of view, there are numerous 

of examples in which national economic resources of small states are the subject of exploitation by other 

regional and world powers based on the bilateral agreements which from normative point of view provide 

a so-called picture of contractual relations on equal grounds. 

From the other side, there are explanations given by realists why small states could not perform 

same rights and obligations, thus same power in decision-making process unlike regional and global powers. 

In fact, according to the understanding of classical realists, there are numerous of material causes that make 

small states "incompetent" to position within international relations framework on the same basis as those 

classified as big, strong and developed. Thus, the lack of military power makes them inferior by nature, the 

lack of economic power makes them weak in logic, while, at the same time, the lack of military and political 

capacity makes them politically irrelevant and diplomatically useless. 

From such perspective, the potentials of this paper are to find out concrete challenges which are 

facing small states in the first half of the third decade of the 21st century, on the case study of Serbia and 

North Macedonia. While, at the same time, to create a prediction, based on the content analysis, about the 

protentional challenges that small states will face in the upcoming period, concretely in the following six 

years framework. 

 

2. Small states at the crossroads of new world order? 

 

Morgenthau has said, “A great power is a state which is able to have its will against a small state 

which in turn is not able to have its will against a great power” (Rabby, 2014, p. 1). Fukuyama believes that 

beyond territorial size, a ‘small’ or ‘smaller’ state often refers to a state with little or less government 

involvement in society or the national economy, and so on. According to Keohane, a ‘small state’ is one 

whose leaders consider that it can never, either acting alone or in a small group, make a significant impact 

on the globe (Rabby, 2014, p. 2). Barston suggested four approaches to define the term “small state”: (1) 

Setting an upper limit on, for example, the population size; (2) Measuring objective elements; (3) Analyzing 

relative influence; and (4) Identifying characteristics and formulating hypotheses on what differentiates 

small states from others (Rabby, 2014, p. 2). 

In the context of challenges, leading thesis of this paper is that small states are group of subjects of 

international law which do not possess adequate amount of political, economic and security mechanisms 

and resources for independent dealing with contemporary challenges. At the beginning, numerous of 

scholars probably would question the relevance of this thesis, bearing in mind the complexity of 

contemporary challenges and their cross-border influences and consequences which erase national or state 

borders. But, to be more precise, we are not going to analyze the scope and all-pervading character of 

contemporary challenges, but how much national state, on the case study of Serbia and North Macedonia, 

are ready to face them. 

The key assumption, according to Vital, was always that it is a combination of size, material 

resources, economic development, geographical location and military might which determines the extent to 

which a smaller state enjoys the capacity to ‘perform as a resistant rather than vulnerable, and active rather 

than passive member of the international community (Rabby, 2014, p. 3). Vital is probably the scholar that 

provides the closest definition about the role of small states in international relations, bearing in mind his 

combination of factors that determines the role of small states in the world politics. But Vital also brought 

us to certain illogic, bearing in mind the thesis of realists that small states are not able to perform any 

influential role within international relations, from one side, and Vitals’ position, which assumes that small 

states, however, could become influential "players" in the international relations "yard". 

In fact, academic discussion about the role of small states in international relations seems still to be 

at the beginning. Because numerous of scholars do not examine this question from the perspective of 
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national/state mechanisms of small states and its effectiveness. Rather they are analyzing the role of small 

states within international relations through the perspective of relations between big and global powers, 

from one side, and small and weak states, from another. Such approach, by logic, brings us to conclusion 

provided by realists - small states are weak, do not possess any resources, and thus do not have any capacities 

for influence within international relations. 

It is quite wrong position. Because, in the international relations, in different areas, there are 

numerous of small states which are performing influential role in their foreign-policy activities. For 

example, Israel is a state with less than ten million populations which performs significant role within 

international relations security policy. From the economic point of view, there is Czech Republic which with 

10,6 million (World Bank Open Data, n.d.) population and 1.4 million cars produced in 2019, has positioned 

itself as one of the highest car production states per capita in the world, after Slovakia (Automotive Industry 

in Central and Eastern Europe, 2023). In the political framework, there is the Kingdom of Netherlands, 

European state with 17,7 million population (World Bank Open Data (b), n.d.), which is even in the EU 

context, a small state by population, but with a substantial influence in international relations, concretely 

when it comes to the EU enlargement process (Gençtürk, 2023); (Pascoe, 2023). 

Mentioned examples do not lead us to the simple conclusion, opposite to the representatives of 

realism, that small states, in fact, could perform a substantial role in international relations, but to the 

understanding that there are wider range of factors that could enable small states to have own position within 

international relations framework, and thus lead an active foreign policy. Small states, based on realistic 

domestic potential and resources, have to adapt its foreign policy activities, but not in the manner of absolute 

adjustment to foreign policy positioning of so-called big powers, but in a way that could be in a certain 

correlation with the most influential "players" in the international "ground, in order to be able to lead 

independent politics and reaching foreign policy goals, simultaneously.  

In fact, small states positioning within international relations should be performed by tactical 

instructions, based on strategic foreign policy basis which leads to realization of defined foreign policy 

goals. In that context, foreign policy strategy of small states should not be a long-term document, as it is in 

the case of "big powers". Rather it should be a certain tactical, medium and short term created document 

which provides strategic explanation about the connectivity of defined foreign policy goals and permanent 

national interests, while, at the same time, provides, tactical and adaptable instruments for foreign policy 

activities of small states that would not bring this subjects of international law in position which could, 

potentially, be understood as a endanger of the defined understanding of international order by so-called 

great powers. 

 

3. Political obstacles within the Western Balkans 

 

There are numerous of criteria on which basis we could analyze and present ongoing political 

challenges within Western Balkans. But in this paper, on the case study of Serbia and North Macedonia, as 

a representative examples in the regional context, as an indicator about political challenges that facing two 

mentioned states we will use EU Commission annual reports. The reason why we are going to base this 

research to the EU Commission annual report is the fact that both states, in the context of foreign policy 

goals, are declaring EU membership as a strategic goal. Thus, both, Belgrade and Skopje are in the EU 

accession process which implies not only foreign policy activities, but, substantial and intensive internal 

political and institutional adjustments.  

From that perspective, political challenges represent important variable in the process of EU 

accession not only because of the fact they are, by themselves, obstacles within Serbia and North Macedonia, 

but also because of the fact that they represent a certain causer and creator of additional challenges within 

political, economic and social frameworks of mentioned states. To be more concrete, major issue that 

produces numerous political challenges within Serbia and North Macedonia is political instability. Political 

instability, defined as a condition characterized by uncertain or volatile political circumstances, such as 
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conflicts, governance issues, or changes in government or a crisis situation within the country that can be 

caused by a variety of reasons: government incompetence, economic problems, high crime rates (Erkut, 

2021), in Serbia and North Macedonia in a huge manner determines substantial flows in these countries. 

But, to be more comprehensive, also still unresolved regional issues, including security challenges in the 

regional context, are determinators for political crisis, thus creating additional political challenges. 

According to Francesco Marino Political instability in the Western Balkans is not a new feature in 

the region, but we could not agree with his claim that it is the direct consequence of the tumultuous and 

violent breakup of Yugoslavia and the result of a terrible decade of wars (Marino, 2023). From a historical 

point of view, bearing in mind the fact that has passed 23 years since the last armed clashes within Western 

Balkans, in the western and northern parts of North Macedonia, it is very difficult to explain that political 

instability, as a consequence, still found its reason in the process of Yugoslav disintegration. There are still 

open regional issues and disputes that have appeared after the collapse of Yugoslavia, but it is very difficult 

to put a thesis that today's overall political instability and thus political challenges within Western Balkans 

are because of Yugoslav civil wars. 

From the other side, Ilir and Elena Kelamaj are assessing that there are many troubling issues that 

concern and affect the political instability of the Western Balkans. Some of these are legacies of the past, 

some are present geopolitical constraints and some are emerging from the inability of political elites in these 

countries to strive forward (Kalemaj & Kalemaj, 2022, p. 32). Referring to the 2022 report of the European 

Parliament, these authors state that the democratization processes have been undermined by: the low level 

of media freedom; non-transparent policymaking; non-inclusion of the civil society organizations in the 

consultation process; weak rule of law due to the insufficiently reformed judiciary; inefficient public 

administration and resulting limited absorptive capacity of EU funds; and ambiguity in politicians’ foreign 

policy stances (European Parliament 2022 as cited in Kalemaj & Kalemaj, 2022, p. 32). 

From the third side, Čermak, Todorović and Maliqi are recognizing eight challenges (Čermák et al., 

2023, pp. 5-8) for democracy in the Western Balkans, which in this paper we are also classifying as a political 

challenge and obstacle at the same time: Lack of pluralism, state capture and violations of human rights 

undermines democratic development; Civil society has been disempowered to serve as an agent of 

democratization in breaking the political capture of institutions; Political influence, judicial pressure and 

disinformation undermine professional and critical journalism; New waves of emigration are stripping away 

human capital needed for development and democratic reforms; The unresolved regional security 

architecture and revisionist narratives securitize the political discourse; Russian aggression tests the pro-

Western orientation and resilience of the region; Chinese geoeconomic ambitions threaten economic 

stability and undermine transparent governance in the region; and the EU enlargement’s loss of credibility 

opens space for democratic decline. In fact, it seems that these authors have made a kind of compilation of 

various internal, regional, external, institutional and security challenges that represent the main obstacles in 

the processes of democratization, which, as such, on the other hand, is also one of the main political 

challenges in the Western Balkans. 

From the fourth point of view, based on the annual reports of Commission of the European Union, 

we will focus on the cases of Serbia and North Macedonia, which are chosen as case study in this paper, in 

order to found main political challenges, which the mentioned region is facing. 

 

Key findings related to political challenges from the EU Commission Report 2023 for Serbia: 

(European Commission (a), 2023) 

- Political polarization remained in evidence and has further deepened following the tragic 

mass shootings in early May 2023 

- Political polarization remained in evidence, both in and beyond the Parliament, and was 

illustrated by frequently harsh and intolerant language used in debates and in the media 

- Debates in Parliament were marked by tensions between the ruling majority coalition and 

the opposition 
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- In the domain of freedom of expression, limited progress was made in the reporting period 

- Political support for public administration reform is limited 

- Although a number of steps have been taken to reduce the space for political influence on 

the judiciary, however it is not yet possible to observe a consistent reduction of undue influence on judges 

and prosecutors in practice 

- There is a need for strong political will to effectively address corruption issues, as well as 

a robust criminal justice response to high-level corruption 

- Political and economic influence on the media remains a source of concern 

- Business environment remains hampered by red tape, political interference and limited 

public administration efficiency 

 

Key findings related to political challenges from the EU Commission Report 2023 for North 

Macedonia: (European Commission (b), 2023) 

- The political situation remained polarized, which had an impact on the proper functioning 

of democratic institutions 

- Parliament’s work was marred by political polarization, which deepened further, delaying 

the adoption of many reform laws and important appointments 

- Greater transparency is needed regarding media advertising by state institutions and 

political parties 

- Political dialogue in Parliament suffered from the lack of cross-party consensus, though the 

opposition did support some economic, energy and social measures 

- Action is needed to ensure the transparency of funding for political parties 

- The controversial dismissal of the President of the Judicial Council raised concerns about 

undue political influence 

- Political actors should refrain from publicly commenting on judicial proceedings 

- Media associations continued to express concern over legal provisions enabling political 

parties to use state funding to advertise in the media and over the lack of transparency of party-political 

advertising generally and on online media platforms in particular 

 

Based to the key findings on which we have referred there are evident political challenges and 

obstacles that are de facto blocking not only the EU integration process of Serbia and North Macedonia, but 

at the same time representing substantial barrier in the process of state-building, in the context of strong 

institutions, merit system rules, comprehensive democratization which all together lead to stable and 

predictable environment. 

 

4. Security challenges in the region 

 

The Western Balkans in contemporary European and regional circumstances is faced with security 

challenges that cannot be classified in the group of so-called classical or traditional security challenges. To 

be more precise, Western Balkans nowadays is not facing „traditional security issues against the essential 

values of the state, territorial integrity, and political sovereignty“ (Attinà, 2016). The Western Balkans is 

facing contemporary security challenges that directly pose a threat to the sustainability of the state system 

as a whole, and thus to stability and sustainability, but they do not threaten political sovereignty as a 

consequence of the hostile activities of other subjects in international law. In fact, states and political actors 

in the Western Balkans are facing with so-called modern security risks, challenges and threats that affect the 

economic, energy, health and social infrastructure. Concretely, Western Balkans is facing security 

challenges, such as energetic, migrant and economic, including ongoing regional issues, which to a huge 

extend endanger the fragile regional stability at whole. According to Nevena Šekarić, today, the Western 

Balkans are burdened by many security issues, as in regionally as well as bilaterally: unresolved territorial 
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issues, inter-ethnic frictions, unstable political and economic conditions, the presence (often opponents) of 

international actors, as well as many modern security threats such as organized crime, corruption, illegal 

migration, natural disasters, etc (Šekarić, 2021, p. 134). 

In this paper our focus would be to energy and migrant security challenges, including the Ukrainian 

war as a leading security determinant within the whole European continent, including the Western Balkans 

region. Explanation will be established from a wider context to the narrow one, starting from the position 

of the beginning of the war in Ukraine. 

The war in Ukraine denied the thesis that a large-scale armed conflict will not be started on the soil 

of the European continent. Numerous scientists and researchers previously claimed that in modern 

international relations, war on the European continent is almost impossible, bearing in mind the economic 

interdependence of political actors on the continent, but also the level of well-being reached within the 

framework of European society.  But the reality has denied such similar and numerous researches and 

conclusions. When it comes to the security challenges facing by the Western Balkans after the outbreak of 

the Ukrainian war, we can classify them into three groups: those based on existing regional disputes; second, 

those based on the consequences caused by the Ukrainian war; and third, those based on previous security 

crisis on the Middle East. 

The American media "Voice of America" quotes the Ukrainian president who stated that Russia 

could create new crises in the Balkans and Moldova in order to divert the world's attention from the war in 

Ukraine, also adding that attention should be paid to the Balkans (Konstantinović, 2023). In fact, this 

statement is closely connected with open regional disputes, as they are: the status of Kosovo*, as well as 

the fragile internal political situation in Bosnia and Herzegovina which is determing the security framework 

of this state constantly. Since the beginning of the Ukrainian War regional European issues, including the 

Western Balkans regional challenges already mentioned, are used as a potential war zones which could 

additionally erose unstable and unpredictable security mosaic of the continent. In that context also NATO 

secretary general states that intensive tension in Kosovo* are visible, while, at the same time tensions are 

rising in Bosnia and Herzegovina (Konstantinović, 2023). At the same time, we are also witnessing to 

numerous researches, such as the one published by the so-called intelligence platform Stratfor, which 

analyzes whether Belgrade and Pristina will enter a new war, commenting on the recent tensions in Banjska 

and the activities of the Serbian Army (Are Serbia and Kosovo Headed for Another War? | RANE, n.d.). 

The essence is that Ukrainian War has restored the international society focus to the ongoing regional 

disputes within Western Balkans, analyzing the same from the perspective of the potential of armed conflict. 

From the other side, second group of security challenges represent a so-called consequence of 

Ukrainian War. Since the beginning of Russian military operation on the territory of Ukraine European 

Union has imposed six packages of sanctions against Russian Federation as a response to Russian 

aggression, as it is defined within EU. Energy trade is one of the main pillars of the European sanctions 

against the Russian Federation, which directly affect Serbia and North Macedonia, regardless of the level 

of their foreign policy compliance with the European Union regarding the sanctions against Moscow. The 

energy market is a special challenge for Serbia and North Macedonia, bearing in mind their dependence on 

Russian energy resources and the impossibility of quick adaptation in the context of finding alternative 

sources. In fact, on the example of Serbia and North Macedonia, we have to point out that „energy shortage 

has a significant negative effect on the economy, especially of developing countries, countries in transition 

and underdeveloped countries“ (Jelisavac Trošić & Arnaudov, 2023, p. 156). 

When it comes to Serbia, „the Energy Sector Development Strategy of the Republic of Serbia up to 

2025 with the projections up to 2030, was adopted by the Serbian parliament in 2015. This Strategy defines 

three main priorities of Serbian energy sector: Energy safety, Energy market, Sustainable development 

(higher share of renewable energy sources, higher energy efficiency and environmental protection) (Energy 

Sector Development Strategy of the Republic of Serbia for the Period by 2025 With Projections by 2030, 

2022). But, given that the strategy was created before the Ukrainian crisis and the reaction of the great 

powers to the Russian invasion, the Ministry of Mining and Energy is in the process of the preparation 
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Energy Strategy up to 2040 with projections up to 2050 (Jelisavac Trošić & Arnaudov, 2023, p. 156). From 

the other side, in the case of North Macedonia, on August 25, 2022, the government of this state has adopted 

a decision to declare a state of crisis in the energy sector: Decision to declare a state of crisis in the supply 

of thermal energy in the city of Skopje; Decision on the supply of electricity in the entire territory of the 

Republic of North Macedonia (Jelisavac Trošić & Arnaudov, 2023, p. 157). 

The war in Ukraine threatened Serbia and North Macedonia in many ways in the economic sense. 

First, it threatened energy sustainability in both the economic and social sectors, then it threatened economic 

sustainability, bearing in mind the level of use of Russian energy resources in the economic and industrial 

sectors in these two countries. 

And third group of security challenges are those closely related with the wars in the Middle East. 

Since the beginning of the security crisis in the Middle East and North Africa huge waves of war refugees 

and economic migrants have endangered the fragile security mosaic of the Western Balkans, through the 

opening of the so-called Balkan route. The Balkan migrant route was the only sustainable passage for the 

massive influx of migrants from the Middle East and Africa. According to the United Nations, 80% of the 

almost one million refugees who found refuge in Germany in 2015 went through this route, either registering 

at the Centre in Preševo, Serbia (600,000) or bypassing it and continuing on (Cocco, 2017). Originally, it 

passed through North Macedonia, Serbia, and Hungary. Serbia’s relations with North Macedonia were 

facilitated by the fact that none of both countries are EU member states. Additionally, both perceived 

themselves as transit countries, which provided them with mutual “understanding” and enabled sharing of 

experiences (Perišić, 2018). In this context, it is important to point out that the migrant crisis in the Western 

Balkans, through the so-called Balkan route, has caused numerous problems and challenges for countries in 

the region such as Serbia and North Macedonia. The capacities of the countries in the region at the given 

moment were very limited to deal with such a large wave of refugees (Jelisavac Trošić & Arnaudov, 2023, 

p. 158). In fact, the migrant crisis imposed an obligation on countries such as Serbia and North Macedonia 

to adapt their security forces in order to be able, at the same time to face internal challenges, due to the 

potential of the local population clashing with migrants and refugees temporarily residing in the territories 

of these two countries, as well as with external challenges, in the context of protecting border lines from 

refugees, migrants and organized criminal groups who are constantly trying to illegally transit through this 

so-called Balkan route. 

 

5. Economic challenges for Serbia and North Macedonia 

 

North Macedonia's nominal GDP of USD 13.7 billion in 2022, and GDP per capita of USD 6,652 

compared to the global average of USD 10,589. Average real GDP growth of 2.1% over the last decade. The 

unemployment rate averaged 22.2% in the decade to 2022, and inflation averaged 2.5% in the decade to 

2022. North Macedonia's monetary policy rate ended 2022 at 4.75%, up from 3.25% a decade earlier. From 

end-2012 to end-2022 the denar weakened by 18.5% vs the U.S. dollar. In 2021, services accounted for 71% 

of overall GDP, manufacturing 13%, other industrial activity 8%, and agriculture 8%. Looking at GDP by 

expenditure, private consumption accounted for 66% of GDP in 2021, government consumption 16%, fixed 

investment 34%, and net exports -16%. In 2020, manufactured products made up 84% of total merchandise 

exports, mineral fuels 1%, food 10%, ores and metals 4% and agricultural raw materials 0%, with other 

categories accounting for 1% of the total. In the same period, manufactured products made up 65% of total 

merchandise imports, mineral fuels 8%, food 10%, ores and metals 16% and agricultural raw materials 1%, 

with other goods accounting for 0% of the total. Total exports were worth USD 8 billion in 2022, while total 

imports were USD 11 billion (FocusEconomics North Macedonia, 2024). 

North Macedonia is a small, upper-middle-income economy, and North Macedonia’s economic 

activity sectors are relatively well balanced, with the services sector accounting for 57% of GDP, industry 

for 22.6% and agriculture for 9.1%. The business environment in North Macedonia has seen some 

improvement, notably in reducing and clarifying the para-fiscal fees imposed on businesses by establishing 



11th INTERNATIONAL SCIENTIFIC CONFERENCE 

“SOCIAL CHANGES IN THE GLOBAL WORLD”, 
Faculty of Law, Goce Delcev University 

 

358 

 

a consolidated digital register of charges based on a comprehensive catalogue of electronic services provided 

on its e-portal. The economy’s positive trend in public administration transparency has been reflected in its 

score in Transparency International’s Corruption Perception Index, which has increased four positions since 

2021 and is now 89th place out of a total of 180 ranked economies (SME Policy Index, 2022, p. 751, 754). 

The policy-makers in the North Macedonia should create growth and development policies that will promote 

sustainable and long-run growth instead of focusing on delivering economic growth in the short run. 

Moreover, the policymakers should put more efforts during the economic crisis and stimulate the national 

economy by using fiscal policy (Lazarov & Simeonovski, 2023, p. 92). 

Serbia's nominal GDP of USD 63.5 billion in 2022, and GDP per capita of USD 9,532 compared to 

the global average of USD 10,589. Average real GDP growth of 2.4% over the last decade. Serbia's fiscal 

deficit averaged 3.3% of GDP in the decade to 2022, and the unemployment rate averaged 15.3% in the 

decade to 2022. Inflation averaged 4.0% in the decade to 2022. Serbia's monetary policy rate ended 2022 at 

5.00%, down from 11.25% a decade earlier. From end-2012 to end-2022 the dinar weakened by 22.5% vs 

the U.S. dollar. In 2021, services accounted for 69% of overall GDP, manufacturing 13%, other industrial 

activity 11%, and agriculture 7%. Looking at GDP by expenditure, private consumption accounted for 65% 

of GDP in 2021, government consumption 17%, fixed investment 26%, and net exports -8%. In 2007, 

manufactured products made up 66% of total merchandise exports, mineral fuels 3%, food 19%, ores and 

metals 10% and agricultural raw materials 2%, with other categories accounting for 0% of the total. In the 

same period, manufactured products made up 69% of total merchandise imports, mineral fuels 17%, food 

6%, ores and metals 6% and agricultural raw materials 2%, with other goods accounting for 0% of the total. 

Total exports were worth USD 28 billion in 2022, while total imports were USD 38 billion. 

(FocusEconomics Serbia, 2024). 

According to the World Bank Economic Outlook, Serbia’s economy is expected to grow 3.5% in 

2024 and then grow steadily at around 3-4% annually, supported by increases in consumption and 

investment, as well as continued strong performance of exports. Foreign direct investment is expected to 

continue to play a key financing role in Serbia. Inflation is expected to decline gradually and to return to the 

National Bank target band by mid-2024. The projections for the fiscal deficit are that it will continue to 

decrease and stabilize at around 1.5% of GDP. The banking sector in Serbia is expected to remain resilient, 

with nonperforming loans stable at around 3%. The economic outlook for Serbia crucially depends on the 

domestic reform agenda and its implementation, with limited space for future stimulus packages, structural 

reforms are needed to accelerate growth which in turn will help to accelerate convergence to EU incomes. 

Serbia primarily needs to remove bottlenecks for private sector investment including those related to 

governance, competition and the business environment, in order to resolve the problem of chronically low 

investment (The World Bank in Serbia, 2024). Serbia needs a new platform for shaping the future of the 

economy and society. The global economy is in transition, and it simultaneously deals with the negative 

consequences of the last recession and a positive impact of Industry 4.0. Food, transport, energy production 

and the ways how people produce and consume industrial product and services need to undergo fundamental 

transformation (Đuričin, & Lončar, 2020, p. 1). 

 

Conclusions and recommendations 

 

From the paper we can conclude that there are evident political, economic, security and other 

challenges and obstacles in Serbia and North Macedonia, that are blocking not only the EU integration 

process of both countries, but at the same time representing substantial barrier in the process of state-

building. This is in the context of building strong institutions, having merit system rules, comprehensive 

democratization, strong civil society, and other, which all together would lead to stable and predictable 

environment in both countries. We can state that also there are not small challenges for democracy in the 

two countries of the Western Balkans. 
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The war in Ukraine threatened Serbia and North Macedonia in many ways in the economic sense, 

it threatened energy sustainability in both the economic and social sectors, then it threatened economic 

sustainability, bearing in mind the level of use of Russian energy resources in the economic and industrial 

sectors in these two countries. Political challenges represent also important variable in the process of EU 

accession not only because of the fact they are obstacles within Serbia and North Macedonia, but also 

because of the fact that they represent a certain causer and creator of additional challenges within political, 

economic and social frameworks of those countries. Since the beginning of the security crisis in the Middle 

East and North Africa huge waves of war refugees and economic migrants have gone through the so-called 

Balkan route. Serbia and North Macedonia both perceived themselves as transit countries, which provided 

them with mutual “understanding” and enabled sharing of experiences. This is a positive example of how 

they should continue to do so in the future and in the other fields. The capacity of both countries to perform 

as a resistant rather than vulnerable, and to perform active rather than passive member of the international 

community, and to learn from each other's positive practices is something they should strive for in the future. 
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