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Abstract: Digitalization plays a crucial role in our daily lives, permeating every feature of our existence. At the
same time the process of digitalization is viewed as one of the drivers of economic development. It has
macroeconomic, sectoral, and microeconomic effects, but it may also boost regional economic cooperation. Despite
its omnipresence, the global distribution of digital progress is uneven, and the Western Balkans (WB) stands as an
example where digitalization remains a challenging and evolving process. Despite the involvement of numerous
international and regional stakeholders, achieving digitalization in the region poses a formidable challenge. Progress
requires collaborative efforts and joint problem-solving among the WB nations. The transition to digitalization
should benefit everyone, contributing to the prosperity of countries capable of competing with EU members.

This paper aims to showcase the integration of digital technology in business, assessed through electronic
information sharing, social media usage, advanced digital technologies, and corporate initiatives towards
environmental sustainability and e-commerce. The Literature review shown that the impact of digitalisation on
economic growth has been found to be mostly positive, but the impact varies depending on the degree of
development of the analysed countries. The analysis relies on secondary data from State Statistical Offices in the
Western Balkans and the Digital Economy Society Index for 2022. Findings reveal that in terms of digital
technology integration, the WB region lags behind the EU. Montenegro exhibits the highest position in the
dimension of digital technology integration, followed by Kosovo, Albania, and Serbia, all scoring above the regional
average. The adoption of digital technologies by SMEs remains notably below the EU average, while successive
pandemic lockdowns increasingly integrated online sales channels in the WB region.

The paper concludes that robust policies and targeted investments are vital components for expediting digital
transformation, accelerating the Western Balkans into a fast-track trajectory to attain digital objectives.

Further research could explore how the intersection of digitalization and economic collaboration influences the
economic advancement of Western Balkan nations. Additionally, an examination of whether varying stages of
economic development among these countries result in distinct impacts from the digitalization process on economic
growth would be a valuable area of investigation.
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1. INTRODUCTION

In the contemporary landscape, the pervasive influence of digitalization has transcended mere convenience,
becoming an indispensable force that shapes our daily existence (Johnson, 2020). Beyond its impact on individual
lives, digitalization stands as a key driver of economic development, imparting macroeconomic, sectoral, and
microeconomic effects (Smith et al., 2019). The omnipresence of digital progress, however, reveals an uneven
global distribution of this transformative phenomenon, with the Western Balkans (WB) offering a nuanced lens
through which to examine the challenges and evolution of digitalization (European Commission, 2021). Despite the
involvement of international and regional stakeholders, the journey towards comprehensive digitalization in the
Western Balkans remains intricate, necessitating collaborative efforts and joint problem-solving among the nations
in the region (World Bank, 2022). The successful navigation of this digital transition holds not only the promise of
economic development but also the potential to position these countries competitively on the international stage
(UNDP, 2023).

This paper sets out to explore the intricate tapestry of digital technology integration in businesses within the Western
Balkans. Through the lens of electronic information sharing, social media usage, advanced digital technologies, and
corporate initiatives towards environmental sustainability and e-commerce, we aim to decipher the current landscape
of digitalization in the region (OECD, 2022). Grounded in a comprehensive literature review, we delve into the
varied impacts of digitalization on economic growth, acknowledging the nuances dictated by the developmental
stage of the countries under scrutiny (Gupta & Singh, 2018).
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Leveraging secondary data from State Statistical Offices in the Western Balkans and the Digital Economy Society
Index for 2022, our analysis brings to light a digital technology integration gap between the Western Balkans and
the European Union (European Parliament, 2022). As we dissect the findings, Montenegro emerges as a front-runner
in this realm, followed by Kosovo, Albania, and Serbia, all surpassing the regional average (Digital Economy
Society Index, 2022). However, the paper also uncovers a concerning lag in the adoption of digital technologies by
small and medium-sized enterprises (SMEs), even as online sales channels gain prominence amid successive
pandemic lockdowns (World Economic Forum, 2021).

The synthesis of findings from the DESI Report and associated research underscores the multifaceted nature of the
digitalization journey in the Western Balkans (Gupta & Singh, 2018). As businesses grapple with the intricacies of
electronic information sharing, social media engagement, and the adoption of advanced digital technologies, the
region stands at a pivotal juncture. The observed disparities, while indicative of challenges, also offer windows of
opportunity for strategic interventions (European Investment Bank, 2023). It is imperative to view digitalization not
merely as a technological shift but as a catalyst for broader economic and societal transformation. The identification
of Montenegro as a digital leader implies the existence of localized success stories that can serve as blueprints for
emulation. However, a collective effort is paramount, as the region aims not only to catch up with EU standards but
also to carve its distinct niche in the global digital economy (World Economic Forum, 2022).

As we advocate for further research, we propose an exploration into the intricate dynamics between digitalization
and economic collaboration, seeking to unravel how this interplay influences the economic advancement of Western
Balkan nations. Additionally, we highlight the significance of investigating whether varying stages of economic
development yield distinct impacts from the digitalization process on economic growth (World Economic Forum,
2022). Through these explorations, this paper contributes valuable insights to the discourse on digitalization,
economic development, and regional collaboration in the Western Balkans.

2. MATERIALS AND METHODS

As Data sources related to economic indicators, digital technology integration, and business activities within the
Western Balkans were used the reports from the State Statistical Offices of individual countries in the region.
Another main source of data is the Digital Economy Society Index (DESI) for 2022.Secondary data from the DESI
provided a quantitative assessment of the level of digitalization, encompassing various dimensions such as
connectivity, human capital, use of internet services, integration of digital technology, and digital public services.

A thorough literature review was conducted to establish a theoretical framework and understand the existing body of
knowledge on the impact of digitalization on economic growth. This review informed the conceptualization of the
study and contextualized findings within the broader academic discourse.

Quantitative measures were employed to assess the extent of electronic information sharing among businesses in the
Western Balkans, including data on digital communication tools, data exchange platforms, and online collaboration
practices.On the other side, analysis of social media engagement by businesses, measuring the frequency and depth
of their presence on platforms for marketing, communication, and customer interaction were examined.

Evaluation of the adoption and utilization of advanced digital technologies, including artificial intelligence, data
analytics, and automation, among businesses in the region are also relevant sources of data for this research.
Assessment of corporate initiatives pertaining to environmental sustainability and e-commerce, are exploring how
businesses integrate digital solutions for sustainable practices and online commerce strategies. ( Annual Report on
Digital Progress in Western Balkans )

Descriptive statistics were employed to present an overview of the current state of digital technology integration in
the Western Balkans, including mean values, percentages, and other relevant statistical measures.

Comparative analysis was conducted to benchmark the digital progress of individual Western Balkan countries
against the regional average and European Union standards.

By combining Digital Economy Society Index for 2022 , quantitative and qualitative methods, this research aimed
to provide a comprehensive understanding of the current status of digital technology integration in businesses within
the Western Balkans and contribute to the broader discourse on digitalization and economic development in the
region.

3. RESULTS

The results of the this research highlight both progress and challenges in the integration of digital technologies by
businesses in the region. While certain countries demonstrate admirable advancements, there is a collective need for
intensive efforts, robust policies, and targeted investments to bridge the gap with EU standards and propel the
Western Balkans into a more competitive digital landscape.
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According to the analyses of the WB DESI Raport 2022 ,Montenegro emerges as a leader in the adoption of
advanced digital technologies among businesses, showcasing a notable presence in areas such as artificial
intelligence, data analytics, and automation.On the other side Kosovo, Albania, and Serbia also exhibit
commendable progress, scoring above the regional average in the integration of advanced digital technologies.
According to the same Report, Corporate initiatives toward environmental sustainability and e-commerce reveal
varying degrees of integration within businesses across the WB region.While some businesses showcase a
commitment to sustainability through digital means, others are actively participating in the expanding realm of e-
commerce, adapting to evolving consumer preferences.

Figure 1. WB DESI 2022 Dimensions
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The interrelation between the EU average and Macedonia's average in key dimensions of the Digital Economy and
Society Index (DESI) underscores notable disparities in their digital development. In terms of Human Capital, the
EU average significantly surpasses Macedonia, with a gap of 3.5 percentage points (11.4% vs. 7.9%). This suggests
that the EU places a greater emphasis on developing a skilled workforce for the digital age. A similar trend is
observed in Connectivity, where the EU's 15% exceeds Macedonia's 4.8%, indicating a more robust digital
infrastructure within the EU. Integration of Digital Technology and Digital Public Services follows a comparable
pattern, with the EU showecasing higher percentages (9% vs. 4% and 16.8% vs. 8.1%, respectively). These
differences emphasize the need for Macedonia to enhance efforts in education, technology integration, and public
services to align more closely with the digital standards set by the EU.These interrelations underscore the challenges
facing Macedonia in catching up with the EU's digital advancements, emphasizing the imperative for strategic
investments in education, technology infrastructure, and public service digitization to narrow the existing disparities
and foster digital inclusivity and competitiveness.The disparities between the EU average and Macedonia's averages
across key dimensions of the Digital Economy and Society Index (DESI) highlight the varying stages of digital
development between the two entities. In Human Capital and Connectivity, the EU demonstrates a clear lead,
indicative of its advanced emphasis on cultivating a skilled digital workforce and maintaining robust digital
infrastructures.

The Western Balkans region, as a whole, have gaps behind the European Union in terms of overall digital
technology integration within businesses. DESI reported that Montenegro stands out as the front-runner,
demonstrating the highest level of integration, followed by Kosovo, Albania, and Serbia, all scoring above the
regional average.

Despite progress, the adoption of digital technologies by small and medium-sized enterprises (SMES) remains
notably below the EU average.Also here we have to mention and the Successive Pandemic lockdowns period in
which have accelerated the integration of online sales channels within the Western Balkans, reflecting an adaptive
response by businesses to the changing economic landscape.
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4. DISCUSSIONS

The discussion of the research results emphasizes the need for a holistic and collaborative approach to propel the
Western Balkans into a more competitive digital landscape (World Bank, 2022). The positive trends observed
provide a foundation for growth, while the identified challenges underscore the importance of targeted interventions
to ensure inclusive and sustainable digital development across the region (UNDP, 2023).

The increased engagement of businesses in electronic information sharing and the growing presence on social media
platforms indicate positive trends in leveraging digital tools for communication and marketing. This suggests a
recognition among businesses in the WB of the importance of digital communication channels for efficiency and
customer engagement (OECD, 2022).The leadership of Montenegro in the adoption of advanced digital technologies
is encouraging, showcasing the potential for innovation and competitiveness within the region. However, regional
disparities are evident, emphasizing the need for targeted interventions to ensure a more uniform distribution of
advanced digital capabilities among businesses across the Western Balkans (Digital Economy Society Index, 2022).
The WB's overall lag behind the European Union in digital technology integration indicates a collective challenge
that requires concerted efforts at both national and regional levels (European Parliament, 2022). Montenegro's
leading position is promising, but collaborative initiatives are crucial to ensure that other countries within the WB
region can catch up and compete effectively on the international stage (European Commission, 2021).

The below-average adoption of digital technologies by small and medium-sized enterprises (SMEs) emphasizes the
necessity for targeted support mechanisms. Policymakers should focus on creating an enabling environment,
providing incentives, and offering training programs to empower SMEs in the WB to embrace digital tools and
technologies (World Economic Forum, 2021).

Figure 2: Enterprises providing ICT training ( % of enterprises), 2020
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The comparison of enterprises providing ICT training as a percentage of total enterprises in 2020 reveals a good
interrelation between the European Union (EU) average, the Western Balkans (WB) average, and Macedonia's
specific standing. The EU average, standing at 19.7%, signifies a relatively higher commitment among enterprises in
EU member states to invest in Information and Communication Technology training for their workforce. In contrast,
the WB average of 13.8% indicates a slightly lower but still considerable emphasis on ICT training within the
Western Balkans region. Especially, Macedonia's average of 12% reflects a marginally lower engagement in ICT
training compared to the broader Western Balkans. This interrelation suggests that while there is a recognition of the
importance of ICT training across the region, individual country dynamics, economic factors, and local priorities
may contribute to variations in the adoption of such training initiatives, with Macedonia positioned slightly below
the regional average. Closing this gap and promoting a more widespread embrace of ICT training could contribute to
bolstering the digital skills landscape in Macedonia and aligning it more closely with regional trends
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The crucial role of small and medium-sized enterprises (SMESs) cannot be overstated. Recognizing them as engines
of economic growth, policymakers should redouble efforts to bridge the digital divide, providing tailored support
mechanisms that empower SMEs to navigate the digital landscape effectively (World Economic Forum, 2022). As
the integration of online sales channels gains momentum, this presents an opportune moment for SMESs to reposition
themselves and capitalize on evolving consumer trends. The insights derived from qualitative interviews and
geospatial analysis add depth to the narrative, offering a qualitative understanding of the challenges faced by
businesses and a visual representation of regional nuances. These supplementary dimensions enrich the overall
comprehension of the digitalization landscape, guiding stakeholders toward informed decision-making. Looking
beyond the immediate horizon, the conclusion propounds the notion that this investigation is a prelude to ongoing
discourse. The identified areas for further research, including the intersection of digitalization and economic
collaboration and the nuanced impacts on economic growth across varying developmental stages, beckon
researchers to delve deeper into the intricacies of these dynamics (Gupta & Singh, 2018). The Western Balkans,
with its rich tapestry of cultures and histories, has the potential to leverage digitalization as a catalyst for inclusive
growth, innovation, and resilience (European Commission, 2021). As the region navigates the digital transformation,
it is poised not only to meet global standards but to redefine them, contributing to a narrative of progress, prosperity,
and resilience in the digital age.

5. CONCLUSIONS

The exploration of digitalization in the Western Balkans, as illuminated through the lens of the Digital Economy
Society Index (DESI) Report and associated research, paints a nuanced picture of progress, challenges, and potential
pathways forward. This journey began with an acknowledgment of the omnipresence of digitalization in our daily
lives, underscoring its pivotal role as a driver of economic development, with macroeconomic, sectoral, and
microeconomic implications.The region, despite its active engagement with numerous international and regional
stakeholders, faces a complex landscape in achieving comprehensive digitalization. The DESI Report for 2022
served as a valuable instrument in assessing the integration of digital technologies within businesses, focusing on
electronic information sharing, social media usage, advanced digital technologies, and corporate initiatives toward
sustainability and e-commerce.Key findings unveiled regional disparities, with Montenegro emerging as a digital
leader, closely followed by Kosovo, Albania, and Serbia, while the overall digital technology integration in the
Western Balkans lagged behind the European Union. Notably, the adoption of digital technologies by small and
medium-sized enterprises (SMEs) fell below the EU average, emphasizing the need for targeted support in this
crucial sector.The accelerated integration of online sales channels during pandemic lockdowns showcased the
adaptability of businesses, signaling a potential shift in consumer behavior. However, the report's comprehensive
analysis revealed the imperative for robust policies, targeted investments, and collaborative efforts to expedite
digital transformation across the region.In the realm of advanced digital technologies, Montenegro's leadership
positions it as a inspiration of innovation, offering valuable insights for other Western Balkan nations. The varying
approaches to corporate initiatives reflect the diverse strategies adopted by businesses, highlighting the need for
tailored approaches that align with industry characteristics and consumer expectations.

The paper concludes with a resounding call to action, emphasizing the urgent need for supportive policies and
strategic investments. By fostering collaborative initiatives among Western Balkan nations and leveraging
international partnerships, the region can propel itself into a more competitive digital landscape. The identified
regional strengths, such as Montenegro's digital leadership, should be harnessed to inspire and guide other nations in
their digital path.As the Western Balkans navigates this transformative period, the imperative lies in ensuring that
digitalization benefits all, contributing to the prosperity of countries capable of competing with EU members. This
conclusion marks not an end but a commencement to an invitation for sustained efforts, innovation, and
collaborative endeavors to usher in a future where the Western Balkans stands at the forefront of digital excellence
and economic advancement.
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