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Abstract

Globalization is seen as a process of transformation of rdgivemomena into global and represents the
interdependence of world society with the operation of the remote locatigmsolisidered the main vehicle for the
implementation of neo-liberal concept of economy that is in the Westdkar3a its implementation began in the early
nineties of the XX century.

The Western Balkans is its geographical position was the boundetveseln cultures, religions, nations and
states. Throughout history, the political turmoil in this region has hemajor conflicts, which affected the economic
policies of the countries and the region. In this way, the region Itsbd@m as reflected in the decrease in the volume
of trade and increased borrowing mainly from international financgitutions. The growth of debt resulted in the
increase in external debt (public and private sectors), which led to amambain economic development and
macroeconomic stability in the society.

The aim of the paper is to determine to what extent the process of gtibalihas led to an increase /
influence on increasing trend of foreign debt in the countries of the \We8alkans (Albania, Bosnia and
Herzegovina, FYR Macedonia, Montenegro and Serbia) in the per@tt2WL4. years. The work is in addition to the
introduction consists of three parts. The first analyzes the prolflgnowth of external debt, the second analyzes the
trend of the external debt of the private and public sector, while theahatyzes the current account balance and
economic growth in the Western Balkans. In addition, at the end datlheconcluding observations.
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1. Introduction

The neo-liberal concept of economy that is accepted eighties of the XX c¢eadithe primary means used
for implementing globalization, which was a process of transformatidocal or regional phenomena into global
(Toskovic, 2016). The processes of globalization represented theakethdt promotion of geo-economic interests of
the most powerful country @azic, 2006) and beyond can be understood as the evolution in the development of
mankind, which are approaching different people, ie, the harmonizationltofal, religious, traditional and other
differences Radonji¢, 2004. Thus, as a theoretical controversy raised the issue of whetherstdsdally necessary
or just one big global myth, because if the world is set up, it should be that the controls (Ajvaz, Risti¢, 2014).
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The application of the neoliberal concept, in 2008 there has been the emergenecglolbal economic crisis
that has resulted in recession. The beginning of the recession meamniga théhe conduct of economic policy for
most economies (Pras¢evi¢, 2008). In this way, with its densely interwoven streams of interconnections, the
globalization of large imbalances has transferred the whole world (Veselin6ti). 2\ll this through large transfers
of capital between countries, multinational companies and financial institutions (Markovi¢, Toskovi¢, Gaci¢, 2013).

The western part of the Balkans is a political category indicates that th&ieswf South-East Europe
(SEE6) that are not members of the European Union; Serbia (KosBushia and Herzegovina, Montenegro,
Macedonia and Albania, which vary in size, population and the recent dmexlo|§Toskovic, Popovic, Markovic,
2015). Unlike the developed societies, in which the future development is dwtdriyi the present, the Balkans, the
past determines the development of the present and the future of theiraratithe country (Mitrovic, 2002). Thus,
there is the global economic crisis that began in 2007, has not bypasstdes of the Western Balkans. However, in
some countries, the poor state of the economy is not only aquersce of the global economic crisis, but also a social
crisis and the failure of reforms.

This is determined by the fact that in the Balkans the population accustoraduhtd life, uncertainty, low
standard of living, isolation, political instability, poor quality of publiendces, poor infrastructure, corruption,
inefficiency of the rule of the country, violation of rights, restrictf freedom, loss of property, loss transaction. At
the same time, it is also evidence that the economic crisis is noisedrpy the population of these countries. In all
countries, the crisis has had the same causes, which are more or lefty intekon the Western Balkans, which are
related to the poor state of the economy, high poverty, political instability, lack of rule of law (Kovacevi¢, 2010).

The poor state of the economy reflected the recession, rising unengpipyouarrent account deficit and high
external debt, which will be analyzed in the sequel. However, the transiboagsrdid not lead to economic growth
and development, but also resulted in a fall in economic activitypa@aase in unemployment, an increase in foreign
trade deficit and balance of payment turbulence (Toskovic,

2. Theproblem of the growth of foreign debt in the Western Balkans

External debt is defined as total debt of the public and private sectors of taydouforeign creditors, and
non-residents, which in addition to the debts of the state also includes theoflbltsks and the debts of private
companies. External debt is one of the fundamental macroeconomic indibatdnas great significance for decisions
relating to the long-term sustainability of development of each countrgitdfing and maintenance of external debt
within the limits of real economic opportunities is one of tbhadmental aspects of the overall macroeconomic
stability of the country (Adzic, Toskovic, Markovic, 2014).

The emergence of the crisis, several countries in the region faced distgbchallenges that have arisen as
a combination of weak growth and failure to curb public spending,hnlbit to an increase in the fiscal deficit, the
level of public and external debt. The highest level of debt in the reditimedNestern Balkans was recorded by
Serbia, whose debt reached the highest level in 2012, amounting tbilBdMUSD, due to the second wave of the
crisis (Chart 1). Problems with the repayment of foreign debt icdhbetries of the Western Balkans, have led to an
imbalance in economic development, macroeconomic stability and theys@&yiediving financial injections, the IMF
intervened selectively, which is only possible with adequate debt nraeageolicy, which will allow the country to
use an external debt without creating problems in the balance of payanentise consequences for public revenues
(Adzic, Toskovié, Markovic, 2014).
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Graph 1. Total external debt in billions of USD
Source: World Bank

The maximum amount of the total external debt observed in billiohsSef in early 2004, was recorded in
Serbia whose debt by as much as 12.96 billion was higher than AllBanthe beginning of the global economic
crisis, Serbia has significantly increased its external debt, which until 20G&$ecr to 15.94 billion dollars. Other
debt by the Bosnia and Herzegovina, which is a period of four,yedesnal debt increased to 24.5 billion USD. In the
coming years, Serbia has continued the trend of growth of fodgbh in a much larger amount than the other
countries in the region. The countries of the Western Balkans, in the rggmetind (2004-2012), the highest amount
of foreign debt measured in absolute amount had Serbia in the aofdu@D 25.6 billion and BiH 9:37 billion, and
the smallest debt had Montenegro with 1.98 billion USD.

3. Analysisof thetrend of the external debt of the private and public sectors

In order to determine whether it is in the countries of the Western Balkamestoahe realization of economic
growth in the next part of the paper we analyze the external debt ofwhe@nd public sectors. External debt is made
up of private sector debt and public sector debt. Private sector externahcdabes the debt of private banks and
private individuals, while external public sector debt includes the debt of state banka) banks and public
institutions. Trend of the external debt of the private and public seictdhe Western Balkan countries in the period
20042014. was presented in the graphs the number 2 and 3.

EXTERNAL DEBT OF THE
PRIVATE SECTOR
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Graph 2. The external debt of the private sector in billions of USD
Source: World Bank
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The analysis of data revealed that in early 2004 the external debt oivéite gector was moderate, which has
long had the highest Serbia in the amount 3.5 billion USD. The highest ledeioih the period 2004-20014. the year
was also Serbia with 14.2 billion USD, while Albania had the smallest debt in thentuf 1.2 billion. All countries
are in a year of crisis, 2008 recorded a high growth of debt, whiahthe forefront Serbia with 18.3 billion while the
lowest level still had Albania with 0.6 billion USD.

In the following graphic display number 3 is represented by the ex@ebt of the public sector and its trend
over the period from 2004 - 2014 in the five surveyed countfifseoNestern Balakan. By analyzing the structure of
external debt, in 2004 it was found that the public sector recorded higheraéxtebt of the private.

The smallest public sector debt in absolute amount in the period 2004y&&t4had Montenegro in the
amount of 1.4 billion USD. For her followed by Macedonia, whose ded® to 1.9 billion, while the largest debt
recorded Serbia, where there has been an increase in debt to 10.6 Gélitainly, the external debt of the public
sector in the countries of the Western Balkans is set after the escalationlobtdeegonomic crisis.

EXTERNAL DEBT OF THE
PUBLIC SECTOR
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Graph 3. The external debt of the public sector in billions of USD
Source: World Bank

4. Current account balance and the Western Balkans

The state increased the external debt explains the picture of the curramtdwalance, which is in all the
Western Balkan countries in all analyzed years (2005-2014) was negativentCaccount balance includes the trade
balance and the balance of non-commodity transactions. All countries liegibe in 2008 and the beginning of the
economic crisis recorded the largest deficit of the current account balartbe. years after the crisis, there was an
increase deficits (Chart 4).
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CURRENT ACCOUNT BALANCE
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Graph 4. Current account balance in billion USD
Source: World Bank

The total current account balance has been analyzed since 2005 foiaABbasnia and Herzegovina and
Macedonia, while Serbia and Montenegro data became available after the sepéténState Union in 2006. The
analysis shows that the largest deficit of the current account balance reaortted year of the occurrence of
economic crisis (2008), when it averaged was -3.7 billion. Alrea@@@9®, the average decreased to -1.5 billion, while
in 2014 decreased to -1.1 billion. Already in 2009, the averageatsm to -1.5 billion, while in 2014 decreased to -1.1
billion. The average current account balance is the highest redor&@eubia, where it amounted to -4.8 billion USD.
Bosnia and Herzegovina was ranked second in the amount of -1.4.billie approximate average values recorded by
Albania in the amount of -1.3 and -1.1 Montenegro, while theesbvaverage current account balance recorded a
Macedonia where the average stood at -0.4 billion.

Based on the presented data leads to several common features specifiegiothef the Western Balkans.
All five countries analyzed had a similar tendency of recession ambetc growth. In the period 2004-2008. , all
countries had a stable and continuous tendency of growth of GDP (excBetinig 2006). After this period, the entire
region of the Western Balkans is strongly felt the effects of twoesvaf the global economic crisis, which was
reflected in a recession. The strongest recession in 2009, she felt Bpntén2009 amounting to -5.7%, while Serbia
was second at -3.1%. The only country that has had a positive econowiic gf®@.4% was Albania. After three years
of recovery, the region met with the second wave of economic crisi&li2, 2vhen he again experienced a decline in
GDP. Montenegro has again recorded the biggest drop in thenawiot2.5%, followed by Macedonia with -1.2%,
while Albania again only had positive growth of 1.6%. A slight recoverthe region was recorded in 2013 in all
countries of the region (Figure 5).

During the analyzed period, the highest average level of economic growtd period 2004-2014. Albania
was made in the amount of 4%. After Albania, the highest average rednydddntenegro and Macedonia 3.4%
minimum average economic growth had Bosnia and Herzegovina 2.7% &l 8rounting to 2.6%.
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ECONOMIC GROWTH

——ALB —8—BiH —&—MAC CG —#—SRB

Graph 5. Economic growth 2004-2014. year
Source: World Bank

5. Conclusion

The processes of globalization and transition countries of the Western 8alkam faced with large fiscal
challenges that have arisen as a combination of weak growth aunck fail curb public spending, which led to an
increase in the level of public and external debt. Problems with the repagim®reign debt in the countries of the
Western Balkans, have led to an imbalance in economic development, maorméacstability and the society.

During the analyzed period of ten years, the highest level of fodsgh in the Western Balkans, Serbia
recorded. At the same time, Serbia had the strongest growth dyndneixtermal debt, reaching the highest level in
2012, due to the second wave of economic crisis. Also, othertrisiin the region had a constant tendency to
increase, but not as intense as it is recorded in Serbia. Behind Serbiim, &wbiHerzegovina is the most indebted
country in the region, while Montenegro recorded the lowest level of debt.ordll the countries is characteristic
that in the year of the crisis (2008) recorded a high growthtefread debt.

By analyzing the trend and structure of the external debt of the privatpullid sectors in the Western
Balkan countries in the reporting period, it was found that the public sectanded higher external debt of the private.
When it comes to the external debt of the private sector, Serbia is the motdnctmintry in the whole region, with a
progressive increase in the occurrence of the global crisis. The higloieseernal spirit of the private sector in post-
crisis years has seen a certain tendency to fall or regional terms,reduraed to the level before the crisis. When it
comes to the external debt of the public sector, Bosnia and Herzegdiaaia and Montenegro during the period did
not have significant changes in the level of indebtedness. The secoadfithe global financial crisis has hit the most
powerful Macedonia, which had a multifaceted growth of the external dethiegpublic sector, but quickly was
followed by a fall to before-crisis levels, while Serbia during the samiegof 2012, in a milder but constant increase
in the external debt of the public sector.

The state increased the external debt of the public and private sector expgitdure of the current account
balance, which was in all the Western Balkan countries in all analyzedngggtive. All countries of the region at the
beginning of the economic crisis, recorded a large deficit of the curcentint balance, which continued in the post-
crisis period. Based on the presented data leads to the conclusion that all €@uttieeregion in the pre-crisis period
20042008. year had a stable and continuous economic growth temndsydro this trend in the years during and after
the crisis changed when the region felt the consequences of therwlisheaecession.

Due to problems with repayment of foreign debt a negative impactamoeic growth and macroeconomic
stability, external debt sustainability of each country is of great impmtarne conclusion is that the Western Balkans
countries necessary security investments, workers' wages, expotttartemand. The governments of the Wester
Balkan countries that have initiated the strengthening of awareness, ses$katdhntries have many years of decline.
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