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ALL AREAS OVERALL

Bosnia and Herzegovina, 2025, all
areas overall, % of EU average

Economic

Infrastructure Social
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Bosnia and Herzegovina, 2025, all
areas overall, year-on-year change

—
Digitalisation - 1.1
Health - 1.1

Social I 0.2
Education 0.0

Infrastructure -0.1 I

Governance -0.2 I

Environment -0.4 .

Indicator/ years to EU

Indicator years
to EU
Economic 26
Social 100+
Health 45
Education 47
Governance 96
Environment 100+
Digitalisation 23
Infrastructure 97
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The strongest pillars in Bosnia and
Herzegovina in 2025 were Health
and Digitalisation, at around 75%
of the EU average.

Social, Governance and Education
followed, at around 60% of the
EU level.

Economic pillar was at 50% of the
EU average, while Infrastructure
was at 43%.

Environment lagged behind,
standing at just 35% of the EU
level.

4 of the 8 areas saw an improve-
ment in 2025, while 3 saw a slide and
Education was essentially unchanged.

The area with the strongest improve-
ment was Economic, which improved
by 2.4 pp relative to the EU average.

Digitalisation and Health improved
more modestly, by around 1.1 pp
each, while Social closed 0.2 pp of the
gap to the EU average.

Infrastructure and Governance dete-

riorated by 0.1 and 0.2 pp relative to
the EU average, respectively.

Environment saw the biggest slide,
worsening by 0.4 pp relative to the EU
average.

At the pace of improvement from the
past 5 years, Economic and Digitalisa-
tion would need around 25 years to
close the gap to the EU average.

Health and Education would need around
5 decades to close the gap.

Governance and Infrastructure lag Fur-
ther behind, needing around a century to
reach the EU level.

Environment and Social remain the poor-
est-performing pillars in this group, with
more than 100 years needed to reach
the EU level at current trends.
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ECONOMIC PILLAR

Bosnia and Herzegovina, economic pillar
indicators, nominal values

Indicator Value
GDP per capita at PPS 15,160
Average gross wage at PPS 2,103
Minimum wage at PPS 820
Average net pensions at PPS 577
Output per worker at PPS 41,300
GFCF per capita at PPS 3,912

Bosnia and Herzegovina, economic pillar,
% of EU average

GDP per capita at

PPS
Average gross
36.5 wage at PPS
43.8 _ 665
GFCF per oD 4
capita at
PPS I

()
485 Se—" 2.1

Output per 4
worker at 42.0 Minimum
PPS wage at PPS
Average net
pensions at PPS

Bosnia and Herzegovina, economic pillar,
change to last year .

Minimum wage at
PPS
Average gross wage at PPS

I 5.
B 23

| EE
B

0.1 |
Output per worker at PPS -0.7 I

Average net pensions at PPS
GFCF per capita at PPS

GDP per capita at PPS

Indicator/ years to EU

Indicator years to EU
GDP per capita at PPS 81
Average gross wage at PPS 14
Minimum wage at PPS 9
Average net pensions at PPS 40
Output per worker at PPS 71
GFCF per capita at PPS 30

GDP per capita at EU27 purchasing power stan-
dard (PPS) in BiH in 2025 stood at EUR 15,160.

Average gross wage at PPS stood at EUR 2,103.

Minimum wage at PPS stood at EUR 820.

Average net pensions at PPS stood at EUR 577.

Output per worker at PPS stood at EUR 41,300.

* 1

Gross fixed capital formation (GFCF) per capita at
PPS stood at EUR 3,912.

Relative to the EU average, the best-per-
forming economic indicator was Average
gross wage at PPS, standing at 67% of the
EU level.

Minimum wage at PPS was close behind, at
around 62% of the EU average.

Output per worker at PPS, GFCF per capita
at PPS and Average net pensions at PPS
were lower, at around 45% of the EU level.

GDP per capita at PPS remains the weakest
link, standing at just 36% of the EU aver-
age.

4 of the 6 indicators in the economic pillar
saw an improvement in 2025 relative to the EU
average.

s The biggest improvement was in Minimum wage
at PPS, which closed the gap to the EU level by
8.7 pp.

% Average gross wage at PPS closed approximately
4.8 pp of the gap to the EU average, followed by
Average net pensions at PPS with 3.3 pp of the
gap closed.

s GFCF per capita at PPS’s gap to the EU closed by
1.9 pp.

% GDP per capita at PPS saw a slight decline, while
the Output per worker at PPS was the indicator
with the weakest performance, falling back by
0.7 pp relative to the EU average.

% Atthe pace of improvement from the past 5

years, Minimum wage at PPS will reach the EU
average in 9 years, and Average gross wage at
PPS in 14 years.

GFCF per capita at PPS would need around 30
years to close the gap to the EU average.

Average net pensions at PPS would need
around 4 decades to close the gap to the EU
average.

% Output per worker at PPS and GDP per capita

at PPS lag further behind, needing around 7-8
decades to reach the EU level.
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What explains the trends in
the economic pillar?

The economic pillar in Bosnia and Herze-
govina (BiH) stood at 49.9% of the EU av-
erage in 2025, with an improvement from
the previous year — closing 2.4 percentage
points (pp) of the gap to the EU average.

This result is largely due to a rise in the
minimum wage in the entity Federation of
Bosnia and Herzegovina (FBiH). The mini-
mum wage was increased from 620 Bosnia
and Herzegovina convertible marks (BAM)
net in 2024 to BAM 1,000 net (BAM 1,562
gross) starting on 1 January 2025, which
represents an increase of BAM 380, or 61%.

This (along with subsequent increases’) is
directly pushing up another indicator (i.e.
average gross wage), while GDP per cap-
ita and output per worker exhibit negative
trends. The results point to the fact that
wages have been artificially increased and
are not linked to higher productivity.

Average net pensions recorded animprove-
ment of 3.3 percentage points (pp) relative
to the EU average, indicating a modest nar-
rowing of the gap in pension income levels.
This development reflects increases in pen-
sion benefits implemented by the entity
governments, including regular and, where
applicable, extraordinary adjustments in
line with the respective pension indexation
mechanisms. These automatic adjustments
helped preserve pensioners’ purchasing
power in the context of rising living costs
and contributed to the observed conver-
gence towards the EU average. Neverthe-
less, the remaining gap continues to point

to significant differences in income levels
and the overall adequacy of pension bene-
fits compared with EU standards.

Gross Fixed capital formation (GFCF) per
capita (i.e. investment in fixed assets) saw
an improvement of 1.9 pp towards the EU
average, indicating a strengthening of in-
vestment activity and a greater allocation
of resources towards productive assets.
This development is positive for medium- to
long-term growth prospects, as higher cap-
ital investment can contribute to increased
productive capacity and productivity.

The performance in this pillar indicates that
governments in Bosnia and Herzegovina
(BiH) have favoured immediate, distribu-
tive measures over the structural changes
(e.g. improving productivity and Formalisa-
tion of the grey economy) that drive lasting
convergence.

An additional (though rather symbolic) increase in the minimum wage came into effect in FBiH on 1 January 2026
(BAM 1,000 net in 2025 to BAM 1,027 net in 2026). The other entity, Republika Srpska (RS), followed by adopting
changes to the minimum salary, which became effective on 1 January 2026.
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EU accession scenarios

To better understand how different EU integra-
tion pathways might influence Bosnia and Her-
zegovina's convergence trajectory, this analysis
considers four scenarios as defined in the con-
verge2eu model:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In the economic pillar, the scenarios are simu-
lated for GDP per capita at purchasing pow-
er standards as the proxy indicator for overall
economic convergence. The four scenarios are
then compared to the baseline/status quo sce-
nario of no change with respect to the trends
from the past five years.

The scenarios are presented here through the
years needed to reach the EU average. The
results point to meaningful effects across the
four scenarios.

EU accession scenarios

For GDP per capita
Scenario Years needed to
reach the
EU average
Status quo 81 years to EU

Full EU accession 41 years to EU

Access to EU budget 55 years to EU

EU single market 55 years to EU

Institutional reforms 78 years to EU

Under the status quo, BiH needs 81 years to
converge to the EU level in GDP per capita.

Full EU membership would result in roughly
halving the time for BiH to reach the EU lev-
el of GDP per capita (i.e. to 41 years).

Access to the EU budget on its own would
result in convergence in 55 years.

The same result is obtained in a scenario as-
suming full access to the EU market.

Institutional reforms would only margin-
ally speed up the progress to an EU-level
standard of living, as BiH would only reach
the EU level of GDP per capita in 78 years,
compared with 81 years under a status quo
scenario.
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Policy discussion & key recommendations

Overall economic performance is being
pulled down by low (and slightly deteriorat-
ing from the previous year) GDP per capita,
which stands at 36.5% of the EU average. How-
ever, the low level of GDP per capita needs to
be interpreted in the context of the sizeable
informal economy, which accounts for up to a
third of BiH's GDP.?

Differences in performance between eco-
nomic indicators reveal the areas most in
need of policy action. The priority should be to
raise worker productivity, measured as output
per worker. At 48.5% of the EU average, it lags
behind the relative level of average wages and
declined by a further 0.7 pp relative to the EU
average over the year. This is particularly im-
portant due to recent increases in the minimum
and, consequently, average wage (both indi-
cators are at over 60% of the EU average). To
achieve this, BiH should move towards a more
strategic and coherent industrial policy aimed
at fostering economic development and struc-
tural transformation. This requires the identifi-
cation of priority sectors with high growth and
value-added potential based on evidence and in
close cooperation with academia, research in-
stitutions and the private sector. Targeted and
transparent policy measures - including sup-
port for innovation, skills development, access
to finance and integration into regional and EU
value chains - should be designed and imple-

mented in line with EU state aid rules. Strength-
ening coordination across levels of government
and improving implementation capacity will be
essential to ensure that industrial policy effec-
tively contributes to productivity growth, com-
petitiveness and sustainable development.

Further, the average pension - at only 42%
of the EU average - shows the ultimate con-
sequences of BiH's inability to implement
comprehensive pension-system reform. An
additional factor is the excessive degree of
informality, as un- or under-reported wages
ultimately result in lower pensions and other
employment benefits. On the other hand, out-
dated pension systems are already putting sig-
nificant pressure on public finances via budget
transfers and on current employment via the
high tax wedge on labour. In response, govern-
ments have been resorting to one-off payments
to pensioners in addition to the prescribed for-
mula For regular pension adjustments.? The in-
cremental changes to the pension system are
not a substitute For tackling systemic issues.*
Pension reform should address contribution
arrears, early retirement and disability assess-
ment while gradually developing supplemen-
tary occupational pension schemes, potentially
supported by automatic enrolment and shared
employer-employee contributions.

2 Efendic, N., Pasovic, E. & Efendic, A. (2018). Understanding the informal economy in practice: Evidence from Bosnia
and Herzegovina. e-Finance: Financial Internet Quarterly, 14(4), 77-89.

3 According to the Law on Pensions and Disability Insurance, the regular adjustment of pensions is based on
indicators of GDP growth and the consumer price index published by the Federal Institute of Statistics. The Law
on Pensions and Disability Insurance of the Republic of Srpska provides that pensions are regularly adjusted every
January, based on the principle of 50% of the average salary in the previous year and 50% of the increase in retail
prices. These data are obtained from the Republika Srpska Institute of Statistics.

4 E.g. World Bank Group (2020). Bosnia and Herzegovina: Pension Policy Challenges in 2020. (https://documents1.
worldbank.org/curated/en/292981593571282850/pdf/Bosnia-and-Herzegovina-Pension Policy-Challenges-in-2020.

pdf)

11
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Policies tackling the informal economy
should be the priority of national decision
makers and development partners. Such pol-
icies should entail fiscal reform, including a
shift to taxation of capital instead of labour,
the introduction of progressive taxation and
additional gradual reductions in social con-
tributions. Strengthening the capacity and
enforcement powers of labour inspectorates
should be coupled with incentives for sole
traders and micro and small enterprises to for-
malise (e.g. temporary tax relief, fewer admin-
istrative barriers and free tax advice). Together
with amendments to fiscalisation regulations,
these measures would help shift economic ac-
tivity into the formal economy and broaden the
tax base.

GFCF should be strengthened through a cred-
ible multi-year investment programme that
improves public project preparation and exe-
cution while facilitating private investment in
productive assets. Operationalisation of pub-
lic-private partnerships, targeted credit guar-
antees and competitive co-financing could
support firms’ investment in machinery, digital
technologies and energy efficiency. Support
should prioritise additional investment with
measurable productivity benefits, while public
projects should be selected through transpar-
ent economic appraisal and monitored against
delivery milestones.

The Reform Agenda,® linked to Growth Plan
funding for reforms, should be implemented
in close alignment with the Economic Reform
Programme (ERP)¢ and the Stabilisation and
Association Agreement between the Europe-
an Communities and BiH. Measures in the eco-
nomic area should be consistent with the prior-
ities set out in these frameworks, which already
flag many of the country’s key challenges (e.g.
weaknesses in governance and public adminis-
tration, low productivity, limited investment in
human development, labour-market and skills
mismatches, and gaps in infrastructure). BiH
was the last country in the region to adopt the
Reform Agenda, forfeiting in the process some
EUR 108 million. Moreover, by the end of sum-
mer 2026, none of the 100+ reform steps had
been undertaken and no facilitation and loan
agreements had been signed, meaning that dis-
bursement had not yet begun. This relates di-
rectly to administrative fragmentation and the
governance pillar, but also points to the limits
of one-size-fits-all conditionality on the part of
the EU.

5 Reform and Growth Facility for the Western Balkans: Reform Agenda of Bosnia and Herzegovina. (https://eur-lex.

europa.eu/legal-content/EN/TXT/?uri=0J:L_202401449)

6 Economic Reform Program (ERP) of Bosnia and Herzegovina 2025-2027 (www.dep.gov.ba/naslovna/ENG_ERP%20

BiH%202025-2027_25032025.pdf).


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401449
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401449
http://www.dep.gov.ba/naslovna/ENG_ERP BiH 2025-2027_25032025.pdf
http://www.dep.gov.ba/naslovna/ENG_ERP BiH 2025-2027_25032025.pdf

SOCIAL PILLAR
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Bosnia and Herzegovina, social pillar indicators,

nominal values

Unemployment rate in BiH in 2025 stood at
12.3% of the labour force.

Employment rate stood at 55.1% of the work-
ing-age population.

Income share of the 20% lowest-income earners
stood at 4.3% of total post-tax income.

Income share of the 10% highest-income earners
stood at 33.3% of total post-tax income.

Gender employment gap stood at 26.1 pp.

Social protection spending stood at 4.1% of GDP.

% Relative to the EU average, the best-per-

forming social indicator was Income share
of the 10% highest-income earners,
standing at 86% of the EU level.

Employment rate was close behind, at
around 78% of the EU average.

Social protection spending and Income
share of the 20% lowest-income earners
followed, at around 64% of the EU level.

% Unemployment rate was at 50% of the EU

benchmark.

% Gender employment gap remains the

weakest link, standing at just 33% of the
EU average.

4 of the 6 indicators in the social pillar saw an
improvement in 2025 relative to the EU average.

The biggest improvement was in Social protection
spending, which closed the gap to the EU level by 2.9 pp.

Unemployment rate and Employment rate improved by
1.9 and 1.4 pp, respectively.

Income share of the 10% highest-income earners
improved only marginally, by 0.3 pp, while Income share
of the 20% lowest-income earners declined by a similar
amount.

Gender employment gap was the indicator with the
weakest performance, falling back by 2.4 pp relative to
the EU average.

At the pace of improvement from the past 5 years,
Social protection spending and Employment rate
would need 15-21 years to close the gap to the EU
average.

Income share of the 20% lowest-income earners and
Unemployment rate would need around 5 decades.

Income share of the 10% highest-income earners
would need more than a century.

Indicator Value *
Unemployment rate 12.3 %
Employment rate 55.1
Income share of the 20% lowest- 4.3 e
income earners .
Income share of the 10% highest-
income earners 33.3 *
Gender employment gap 26.1
. " . *
Social protection spending 4.1 x
Bosnia and Herzegovina, social pillar,
% of EU average
Unemployment rate
49.6
1 O~ N 77.6
Socia} 0/ > Employment
protection rate
spending
()
33.3 ® 625
Gence / Income share
l t
ke o of the 20%
86.4 lowest-income
Income share of the 10% EEIMETS
highest-income earners
Bosnia and Herzegovina, social pillar,
change to last year
Social protection spending _ 29 *
Unemployment rate - 1.9 *
Employment rate - 1.4 *
Income share of the 10% I 0.3
highest-income earners : *
Income share of the 20% -
lowest-income earners 0.4 I
Gender -
employment gap 2.4 - *
Indicator/ years to EU
Indicator years to EU *
Unemployment rate 49
Employment rate 21
Income share of the 20% 46 *
lowest-income earners
Income share of the 10% 100+ *
highest-income earners
Gender employment gap Divergence *
Social protection spending 15

Gender employment gap is diverging from the EU
average and not on track to close the gap at recent
trends.
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The social pillar in BiH stands at 62% of
the EU average, with an improvement from
the previous year (+0.2 pp), although con-
vergence with the EU level is still estimated
to take more than 100 years based on the
weak performance over the previous five
years.

The social pillar has seen small improve-
ments in employment and social protec-
tion, but also a persistent exclusion of
women from paid work, which is constant-
ly worsening. Distribution, measured both
through the income share of the bottom
20% of the population and the income share
of the top 10%, has been either stagnating
or worsening.

Employment stands at 55.1% of the work-
ing-age population, and unemployment at
12.3% of the labour force. Despite the re-
cent improvements, these figures indicate
considerable untapped labour potential,
while employers face recruitment difficul-
ties.

The gender employment gap worsened, po-
tentially due to rising demand in male-dom-
inated sectors (e.g. construction, transport
and industry), reinforced by generally limit-
ed availability of affordable childcare, high
informality in female-dominated sectors
and entrenched gender stereotypes.

What explains the trends in the social pillar?

The improvement in the annual indicators
should also be distinguished from the five-
year trajectory reported here, which places
the social pillar on a long (100+ years) path
towards convergence with the EU average.

Social protection spending, at 4.1% of GDP,
saw the largest improvement in the pillar,
closing 2.9 pp of the gap with the EU aver-
age. The income shares of the bottom 20%
and top 10% stand at 4.3% and 33.3%, re-
spectively, indicating that an increase in the
budget alone does not establish that pro-
tection has become more effective for the
poorest households.

Outward migratory trends and the resulting
labour-force contraction provide possible
explanations forimproving employment and
unemployment indicators. A lower unem-
ployment rate can reflect departures from
the labour force as well as additional jobs,
while an employment rate can rise when the
working-age population contracts. A rela-
tively sharp rise in salaries in the region’
points to the fFact that employers genuinely
are competing for scarce workers.

7 https://www.worldbank.org/en/region/eca/publication/western-balkans-regular-economic-report
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's con-
vergence trajectory in the social area, we con-
sider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In the social pillar, the scenarios are simulated
for the income share of the bottom 20% of
the population as the proxy indicator for the
overall social situation. The four scenarios are
then compared to the baseline/status quo sce-
nario of no change with respect to the trends
from the past Five years.

The scenarios are presented here through the
years needed to reach the EU average. The
results point to some improvement across the
four scenarios.

EU accession scenarios for
income share of the bottom

20% of the population

Scenario Years needed
to reach the
EU average

Status quo: 46 years to EU

Full EU accession: 32 years to EU

Access to EU budget: 32 yearsto EU

EU single market: 46 years to EU

Institutional reforms: 45 years to EU

Under the status quo, BiH needs 46 years
to reach the EU level in income share of the
bottom 20% of the population.

Modelling suggests that, under a Full EU
membership scenario, BiH would need ap-
proximately 32 years to close the poverty

gap.

With access to the EU budget only, the esti-
mated timeline corresponds to that for Full
EU membership (i.e. 32 years).

The two remaining scenarios, access to EU
single market and institutional reforms,
do not produce any meaningful impact on
poverty reduction.

15
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Priority in the social pillar should be
given to reducing the gender employ-
ment gap, given that it is the weakest
area when compared to the EU level as
well as the area with the weakest im-
provement in recent years. In addition
to general gender equality interventions
tackling socially entrenched norms, mea-
sures should focus on expanding afford-
able childcare and tackling informality in
female-dominated sectors.

Disincentives in tax-benefit design
should be addressed. Tax-benefit rules
should be reviewed to identify the fi-
nancial consequences of a household
member entering formal employment.
Benefits are typically withdrawn in Ffull
once any household member - not only
a second earner, but often the first - re-
cords formal labour income. If a house-
hold member’s earnings trigger a loss of
child-related or means-tested support,
authorities should consider phasing out
benefits gradually and introducing tran-
sitional protection mechanisms. Child
allowance benefits in both entities are
subject to a fixed household income
threshold. In Republika Srpska (RS), this
threshold is BAM 140 per household
member for families with two children,
meaning that a second earner in the
family entering employment can trigger
a complete loss of support. In the FBiH,
these policies are fragmented and vary
between cantons. Sarajevo Canton, for
instance, applies strict means testing
that penalises additional earnings, while
neighbouring Bosnian-Podrinje Canton
Gorazde provides a non-means-tested
benefit intended to encourage births
rather than redistribute income.

Policy discussion & key recommendations

EU-supported reforms should try to
connect labour market activation,
childcare and the redesign of social
protection with phased benefit with-
drawal, coordinated across the compe-
tent institutions at state, entity and can-
tonal levels. Five-year divergence points
to the conclusion that marginal annual
gains will remain insufficient unless the
reforms remove the structural barri-
ers keeping women and disadvantaged
households outside formal employment.
One important caveat, once again, is
administrative fragmentation: social as-
sistance is administered at the cantonal
and entity level, so eligibility rules and
thresholds vary and no single authority
is accountable for outcomes.



Annual Convergence Report 2026 - Bosnia and Herzegovina

The distribution of income demands
a more redistributive outcome: rais-
ing social-protection spending from its
low base (4.1% of GDP) and introducing
greater progressivity in taxation would
address both the weak income share of
the poorest 20% and the high share of
the top 10%.

Higher social expenditures should be
accompanied by thorough reviews of
coverage, adequacy and distribution
across income groups. Data-sharing on
beneficiaries between authorities, with
appropriate safeguards, should be es-
tablished, together with accessible ap-
plication and appeal procedures. A sys-
tem for tracking whether the poorest
households receive support and whether
it actually alleviates hardships should be
put in place. This would be a significant
improvement over treating expenditure
growth as a measure of success.

17
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Bosnia and Herzegovina, health pillar indicators,
nominal values

. % Public spending on health in BiH in 2025 stood at
Indicator Value 6.0% of GDP.
Public spending on health 6.0 % Life expectancy stood at 78 years.
Life expectancy I£:] % Infant mortality stood at 5.1 per 1,000 live
Infant mortality 5.1 births.
Hospital beds 402 * !—Icr)]s%i_ttal bteds stood at 402 beds per 100,000

— inhabitants.
Number ofip h=iSEIS 211 % Number of physicians stood at 21.1 physicians
Out-of-pocket health expenditures 31 per 10,000 inhabitants.
% Out-of-pocket health expenditures stood at 31%

of total health spending.

Bosnia and Herzegovina, health pillar,
% of EU average

Public spending on health
94.4 s

Relative to the EU average, the best-perform-
ing health indicator was Life expectancy,
standing at 97% of the EU level, followed
closely by Public spending on health, at
around 94% of the EU average.

()
63.5 / \, 96.6
()

Out-of- Life . . .
pocket health expectancy % Hospital beds. is 'at 79%°of the EU level, while
expenditures Infant mortality is at 69%.

® % Out-of-pocket health expenditures were at
49 4 ® 686 63% of the EU level, while the Number of
Q / Infant physicians remains the weakest link, standing
Number of o mortality at just 49% of the EU average.
physicians 79.2
Hospital beds
Bosnia and Herzegovina, health pillar,
change to last year
* 4 of the 6 indicators in the health pillar
Infant mortality m saw an improvement in 2025 relative to the
- i S EU average.
FUIELIE SRl @ ieElls % The biggest improvement was in Infant mor-
Hospital beds I 0.4 tality, which closed the gap to the EU level
by 6.4 pp.
Out-of-pocket health expenditures I 0.3 % Public spending on health closed approxi-
. mately 5.8 pp of the gap to the EU average.
Lif
i ey 0.0 % Hospital beds and Out-of-pocket health ex-
Number of physicians -0.1 | penditures saw a slight gap reduction, by 0.4
and 0.3 pp, respectively.
% Life expectancy remained unchanged, while

Indicator/ years to EU

Number of physicians fell back by 0.1 pp
relative to the EU average.

Indicator years to EU % Atthe pace of improvement from the past 5 years,
Publi di health Di Infant mortality and Hospital beds would need

UDNIC 5P G Ivergence around 9 years to close the gap to the EU average.
Life expectancy 73 Life expectancy lags further behind, needing around
Infant mortality 9 7 decades to reach the EU level.

; Number of physicians needs more than 100 years

Hospital beds 9 to reach the EU level at current trends.
Number of physicians 100+ Public spending on health and Out-of-pocket health
Out-of-pocket health i expenditures are showing a widening of the gap
expend[i)tures Divergence towards the EU average.




Annual Convergence Report 2026 - Bosnia and Herzegovina 19

What explains the trends in
the health pillar?

Health is the strongest pillar in BiH, at ap-
proximately 75% of the EU average, but
the aggregate score obscures a significant
imbalance between outcomes and staff-

ing.

Life expectancy is 78 years, equivalent to
97% of the EU level, while public health
spending of 6.0% of GDP reaches approx-
imately 94% of the benchmark. The pillar's
weakness is concentrated in the medical
workforce (only 21.1 physicians per 10,000
inhabitants, or 49% of the EU average), driv-
en primarily by emigration to higher-income
EU member states, rather than in health out-
comes, and infant mortality is improving.

The number of medical doctors is Falling
back and remains the weakest indicator,
which is a direct result of outward migra-
tory trends. It reduces the availability and
quality of healthcare even when other indi-
cators rise. This indicator alone cannot de-
termine how much of the change is due to
outward migration, nor does a deterioration
relative to the EU necessarily establish an
absolute decline in physician numbers. Nev-
ertheless, the scale of the staffing gap raises
a clear question about access to timely and
appropriate care.

Infant mortality, at 5.1 per 1,000 live births,
represents the single largest improve-
ment in the pillar’s relative score, closing
the gap by 6.4 pp. This is a favourable out-
come, although annual movements should
be assessed over several years before being
attributed to a particular intervention or a
specific change in the domain.

Hospital capacity stands at 402 beds per
100,000 inhabitants. Hospital bed numbers
do provide information about physical ca-
pacity, but we cannot infer from the Figure
alone whether facilities have sufficient
staff and the needed equipment or how suc-
cessful they are in providing care.

This pillar's high marks are related to out-
come and capacity indicators (e.g. number
of beds and life expectancy) that do not
capture service quality, waiting times, reli-
ance on care abroad and widespread public
fundraising actions for citizens in need, all
of which are visible signs of the low quality,
availability or affordability of healthcare for
the general population.

Out-of-pocket spending, at 31% of total
health expenditure, is high and diverging
from the EU average. It shifts the cost of
care to households and underlies the fre-
quent public fundraising appeals for treat-
ment. Reducing it requires investment in
public-hospital capacity.
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's conver-
gence trajectory in the health area, we consid-
er the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In the health pillar, the scenarios are simulated
for life expectancy as the proxy indicator for
the overall health situation. The four scenar-
ios are then compared to the baseline/status
quo scenario of no change with respect to the
trends from the past five years.

The scenarios are presented here through the
years needed to reach the EU average. The
results point to meaningful effects across the
four scenarios.

EU accession scenarios
For life expectancy

Scenario Years needed
to reach the EU
average
Status quo: 73 years to EU

Full EU accession: 25 years to EU

Access to EU
budget:

38 years to EU

EU single market: 38 years to EU

Institutional
reforms:

68 years to EU

With life expectancy at 78 years, or 97% of
the EU average, convergence in BiH would
require 73 years under current trends.

The scenarios of approximation to the EU
indicate a significant shortening of the time
needed, particularly in the Full EU member-
ship scenario (only 25 years).

The other two scenarios, access to the EU
budget and access to the EU single market,
would nearly halve the time needed to reach
the EU level of life expectancy, to 38 years.

The lowest effect scenario is the implemen-
tation of the institutional reforms, where
the gap to the EU life expectancy would be
closed in 68 years.
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Policy discussion & key recommendations

Shortages of medical staff are the
acute problem. The responsible health
authorities and providers need to adopt
a coordinated workForce plan based on
specialty, age profile and geographic
distribution. Retention measures, de-
signed to keep the medical staff from
leaving the country, should address
working conditions, predictable career
progression and access to professional
development, alongside targeted finan-
cial incentives for underserved locations
and scarce specialisations. Where a spe-
cialisation cannot be pursued domesti-
cally due to lack of accredited mentors,
the workforce plan should provide for
funded specialist-training (i.e. residen-
cy) placements abroad tied to a re-
turn-to-service obligation so that scarce
specialities are rebuilt at home.

The medical diaspora could help ad-
dress shortages of doctors and spe-
cialist expertise in BiH. Diaspora in-
volvement can supplement domestic
workforce development through tempo-
rary clinical residency, joint teaching and
mentoring. Initiatives should be designed
in such a way that they transfer knowl-
edge and skills to permanent teams and
address specific specialisation and skills
gaps. Although welcome, relying on tem-
porary, ad-hoc visiting specialists offers
only limited protection against the loss
of skilled and experienced staff.

Healthcare providers and health author-
ities should establish unified and com-
parable metrics for quality of care (e.g.
waiting times and diagnostic backlogs)
so that future reporting measures not
just the quantity but also the quality of
healthcare. Measures should be broken
down by service and location with clear
definitions and regular publishing.

If treatment is unavailable domestically,
there should be clear and transparent
criteria and predictable procedures in
place to fund it abroad. Such rules would
improve the transparency with which the
country’s sizable health budget is used
and reduce the permanent need for out-
of-pocket spending and public appeals
to finance treatments that the system
should itself provide.
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EDUCATION PILLAR

Bosnia and Herzegovina, education

indicators, nominal values

Indicator Value
Public spending on education 3.2

Harmonised test scores a447.7
Tertiary education enrolment 45.5

Tertiary education attainment 16.6
Pre-primary school enrolment 25.5
NEET rate 14.5

Bosnia and Herzegovina, education pillar,
% of EU average

Public spending on education

68.4

0
NEET 62.1 ‘/ \’

rate \

()
%68 \—"

88.6

test scores

56.6
: Tertiary
Pre-primary i
school 48.4 :S:J;lantqlg:t
enrolment Tertiary education
attainment

Public spending on education in BiH in 2025 stood
at 3.2% of GDP.

Harmonised test scores stood at 447.7 points.

Tertiary education enrolment stood at 45.5% of
tertiary-age population.

Tertiary education attainment stood at 16.6% of
corresponding age group population.

Pre-primary school enrolment stood at 25.5% of
corresponding age group population.

ok k| k| %

NEET rate stood at 14.5% of labour force.

Relative to the EU average, the best-per-
forming education indicator was Harmonised
test scores, standing at 89% of the EU level.

Harmonised

Public spending on education was the sec-
ond-best indicator, at 68% of the EU level.

NEET rate and Tertiary education enrolment
were at around 60% of the EU benchmark,
while Tertiary education attainment was
lower, at 48%.

Pre-primary school enrolment remains the
weakest link, standing at just 27% of the EU
average.

Bosnia and Herzegovina, education pillar,
change to last year *

Public spending on education
Harmonised test scores
Tertiary education attainment l 0.5
Pre-primary school enrolment  -( .1 |

Tertiary education enrolment -(Q.3 I

0.5

Indicator/ years to EU

NEET rate

58
KA

3 of the 6 indicators in the education pillar
saw an improvement in 2025 relative to the EU
average.

*

The biggest improvement was in Public spend-
ing on education, which closed the gap to the
EU level by 5.8 pp.

Harmonised test scores closed approximately
3.1 pp of the gap to the EU average.

In Tertiary education attainment, the gap to
the EU level closed by 0.5 pp.

Pre-primary school enrolment, Tertiary edu-
cation enrolment and the NEET rate all saw a
small decline relative to the EU, ranging from

0.1 to 0.5 pp.

At the pace of improvement from the past 5 years,
NEET rate and Harmonised test scores would need
around 18 years to close the gap to the EU average.

Tertiary education attainment would need around 5
decades to close the gap to the EU average.

Indicator years to EU
Public spending on education  Divergence
Harmonised test scores 18
Tertiary education enrolment  Divergence
Tertiary education attainment 48
Pre-primary school enrolment 100+
NEET rate 17

% Pre-primary school enrolment would need more than
100 years to reach the EU level at current trends.
Y Public spending on education and Tertiary education

enrolment are diverging from the EU average and not
on track to close the gap at recent trends.




Annual Convergence Report 2026 - Bosnia and Herzegovina 23

What explains the trends in
the education pillar?

Public spending on education in BiH is 3.2%
of GDP, and its relative score to the EU level
improved by 5.8 percentage points, the larg-
est gainin the pillar. To a certain degree, in-
creased public spending on education is re-
lated to an increase in salaries fFor school
employees who are publicemployees. Anin-
crease in the minimum wage and public-sec-
tor pay rises account partly for the trend.

Pre-primary school enrolment, on the oth-
er hand, reaches only 25.5% of the relevant
age group and 27% of the EU benchmark,
making it the weakest indicator. A lack of
sufficient facilities For pre-school children
is the main reason for this score. Rural ar-
eas and smaller municipalities lack public
pre-school provision. Some localities with
insufficient capacities (e.g. Sarajevo Canton)
provide parents with subsidies for privately
owned pre-school facilities.

The report’s five-year projection puts con-
vergence in pre-primary participation be-
yond 100 years at current trends. This is
not primarily a question of money. Learning
outcomes (test scores at 89% of the EU aver-
age) exceed what the spending level (68%)
would predict, so BiH converts resources
into results relatively efficiently. The gap
is one of participation, completion and sus-
tained institutional will rather than of fund-
ing alone. That said, the traditional norms
and family values may still contribute to
the lower-than-expected pre-primary enrol-
ment, including stay-at-home parents (large-
ly mothers), longer maternity leave, extend-
ed family members or informal employees
acting as caregivers.

Harmonised test scores stand at 447.7
points, corresponding to 89% of the EU av-
erage. The simultaneous rise in spending
and outcomes may indicate a link between
the two, though it is too early to draw that
conclusion firmly. The five-year trend im-
plies a convergence horizon of 18 years.

The NEET indicator, covering young people
outside employment, education or training,
deteriorated by 0.5 pp relative to the EU
average. This may point to a lack of focus
on this issue by the authorities, which is
compounded by increasing volatility and dis-
ruption on the labour market. This further
increases the gap between education and
the labour market, which is still very pro-
nounced.

Tertiary indicators remain well below EU lev-
els, with enrolment at around 60% and at-
tainment at roughly 48% of the EU average.
Attainment trailing enrolment indicates that
too few of those who begin tertiary studies
ultimately complete them.



24

*

@ converge2.eu

EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's conver-
gence trajectory in the education area, we con-
sider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In the education pillar, the scenarios are simu-
lated for tertiary education enrolment as the
proxy indicator for the overall education situa-
tion. The four scenarios are then compared to
the baseline/status quo scenario of no change
with respect to the trends from the past five
years.

The scenarios are presented here through the
years needed to reach the EU average.

EU accession scenarios for tertiary
education enrolment

Scenario Years needed
to reach the EU
average
Status quo: Divergence
Full EU accession: Divergence
Access to EU budget: Divergence
EU single market: Divergence
Institutional reforms: Divergence

The results point to no meaningful effects
across the four scenarios. Under all scenarios,
including current policies and investment, ter-
tiary enrolment diverges from the EU aver-
age.
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Policy discussion & key recommendations

A high NEET rate partly reflects a mis-
match between what the education sys-
tem produces and what the labour mar-
ket needs, which strengthens the case
for vocational education and training
(VET). VET should nonetheless remain
one component of a broad education
system, rather than its organising pur-
pose. The aim here is employability at
home, not the supply of low-cost labour
abroad.

Vocational education and training
should be designed to meet labour mar-
ket demand and offer portable qualifi-
cations. Skilled trades and licensed oc-
cupations (e.g. electricians, painters, til-
ers, machine operators and professional
drivers), for which there is a strong de-
mand in BiH, are areas for consideration.
Employment bureaus and potential em-
ployers should verify vacancies, expect-
ed wages and working conditions before
training places are commissioned. Prac-
tical instruction and supervised place-
ments should meet recognised safety
and quality requirements, while curricula
should combine practical skills with digi-
tal skills and the sensible use of Al tools,
so training is not only manual. As training
is a public investment in scarce skills, re-
tention should be secured through con-
ditional cost recovery or employer co-fi-
nancing with a retention clause. Training
policy should address retention as well
as the supply of skills. Employers bene-
fiting Ffrom publicly supported training
should provide structured supervision
and credible routes into adequately paid
formal employment. Programme eval-

uation should distinguish workers who
enter domestic jobs from those who
remain inactive or leave the country by
matching trainee records against pen-
sion-insurance and tax data. Although
mobility should remain a choice, public
investments should aim to improve the
conditions under which qualified work-
ers can build long-term careers in BiH.

Pre-primary school provision requires a
funded expansion programme led by the
responsible education authorities and
local providers. Priority should be given
to low-coverage areas and households
facing financial barriers, with provision
for children requiring additional sup-
port. Capital spending must be accom-
panied by recurrent financing, trained
staff and quality standards. This offers a
direct connection between improved ed-
ucational access, children’s later learn-
ing and fostering an environment that
enables parents, especially mothers, to
participate in the labour market. How-
ever, administrative fragmentation and
overlapping competencies among vari-
ous levels of government in BiH leave no
single authority in charge of such an ex-
pansion programme.

Tertiary education requires both ex-
pansion and completion. Measures to
increase enrolment should be paired
with student support, mentoring and
financial aid so as to improve comple-
tion rates and thereby narrow the enrol-
ment-attainment gap. Higher-education
spending, which is still well below the EU
level, should rise accordingly.
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GOVERNANCE PILLAR

Bosnia and Herzegovina, governance indicators,
nominal values

Voice and accountability in BiH stood at 42.1
index points (0-100 scale).

Political stability stood at 40 index points (0—100
scale).

Government effectiveness stood at 37.3 index
points (0-100 scale).

Regulatory quality stood at 43 index points
(0-100 scale).

Rule of law stood at 43.6 index points (0-100
scale).

Control of corruption stood at 39.7 index points
(0-100 scale).

Relative to the EU average, the best-per-
forming governance indicator was Political
stability, standing at 67% of the EU level.

Rule of law and Regulatory quality came in
second, at around 61% of the EU average.

Voice and accountability and Control of
corruption were lower, at around 57% of
the EU level.

Government effectiveness remains the

weakest link, standing at 52% of the EU
benchmark.

5 of the 6 indicators in the governance pillar saw
an improvement in 2025 relative to the EU average.

The biggest improvement was in Control of corrup-
tion, which closed the gap to the EU level by 2.6 pp.

Voice and accountability and Rule of law respectively
closed 1.3 and 1 pp of the gap to the EU average.

Regulatory quality and Government effectiveness
improved more modestly, by 0.3 pp each.

Political stability was the indicator with the weakest

performance, falling back by 6.6 pp relative to the EU
average.

At the pace of improvement from the past 5 years,
Government effectiveness and Control of corruption
would need 5-6 decades to close the gap to the EU
average.

Rule of law and Regulatory quality lag further
behind, needing around 8-9 decades to reach the
EU level.

Voice and accountability is more than 100 years
away from reaching the EU level at current trends.

Indicator Value *
Voice and accountability 42 .1 *
Political stability 40
Government effectiveness 37.3 *
Regulatory quality 43 e
Rule of law 43.6
Control of corruption 39.7 *
*
Bosnia and Herzegovina, governance
pillar, % of EU average
Voice and accountability
*
57.6
()
56.9 66.7
Control of ’/ \. Polit_igal
corruption stability
*
® ()
611 ~\_ 520
() Government *
Rule of .
law 60.7 effectiveness
Regulatory quality
Bosnia and Herzegovina, governance
pillar, change to last year
Control of corruption - 2.6 x
Voice and accountability . 1.3 *
Rule of law *
Government effectiveness I
*
Regulatory quality
*
Political stability _
Indicator/ years to EU
. *
Indicator years to EU
Voice and accountability 100+
Political stability Divergence *
Government effectiveness X}
Regulatory quality 87 *
Rule of law 81
Control of corruption 58 *

Political stability is diverging from the EU average
and not on track to close the gap at recent trends.
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What explains the trends in
the governance pillar?

As a whole, the governance pillar in BiH
stands at around 59% of the EU level. Its
score deteriorated by 0.2 pp in 2025, and
convergence with the EU average is estimat-
ed to take around a century.

Government effectiveness stands at 37.3
points on the report’s 0-100 scale, equiva-
lent to 52% of the EU benchmark, making
it the weakest relative indicator in the
pillar. However, there is one important ca-
veat, as this single score masks differences
in effectiveness across different levels of
government in BiH. The evidence points to
comparatively greater functionality and re-
form activity at the lower level (i.e. closer to
citizens) compared to the entity, state and
intergovernmental levels, where structural
weaknesses drag the overall score down.
Still, to close the gap to the EU, BiH would
need 53 years.

Regulatory quality stands at 43 index
points, which is roughly 61% of the EU level.
It mostly stagnated, improving by just 0.3 pp
relative to the EU level and thereby remain-
ing 87 years away from converging to it at
current trends.

Political stability remains the strongest rel-
ative indicator, at 67% of the EU level. How-
ever, its score Fell by 6.6 pp relative to the
EU average, and its five-year trend shows a
widening of the gap with the EU. A marked
drop in political stability reflects renewed
domestic political tensions between the
two entities, which is amplified by a more
permissive global and regional environment.
Due to BiH’s unusually high exposure to ex-

ternal geopolitical shifts and the domestic
constitutional and institutional setup itselF,
which disperses authority and entrenches
veto points, political stability is extremely
sensitive, making it the most volatile indica-
tor.

Control of corruption registered an im-
provement, closing the gap to the EU aver-
age by 2.6 pp. The gain is real but marginal
against the size of the deficit, as BiH would
need 58 years to close the gap entirely even
at the average pace of the last five years.
This points to the need for stronger and
more comprehensive action rather than in-
cremental adjustment. The gaps in rule of
law and regulatory quality likewise remain
substantial and are in part a reflection of the
deeply partocratic character of the state, in
which party control over public institutions
constrains their independence and effec-
tiveness.

Voice and accountability is one of the poor-
est-performing indicators, and the weak-
ness here is structural. The ethnically based
power-sharing character of the country lim-
its genuine political accountability by keep-
ing issues of identity, dominance of one over
another and the transitional character of
BiH as a state permanently at the forefront
of political debate. Pressures on media and
civil society cause the situation to deterio-
rate, as evidenced by the decline in media
freedom.8° 101

8 https://rsf.org/en/classement/2025/europe-central-asia
9 https://ifex.org/bosnia-and-herzegovinas-serb-majority-entity-adopts-foreign-agent-law/

10 International Press Institute — Bosnia: adoption of ‘foreign agent’ legislation in Republika Srpska must be
suspended

11 Freedom House — Nations in Transit 2024: Bosnia and Herzegovina (defamation recriminalisation in RS)


https://rsf.org/en/classement/2025/europe-central-asia
https://ifex.org/bosnia-and-herzegovinas-serb-majority-entity-adopts-foreign-agent-law/
https://ipi.media/bosnia-adoption-of-foreign-agent-legislation-in-republika-srpska-must-be-suspended/
https://ipi.media/bosnia-adoption-of-foreign-agent-legislation-in-republika-srpska-must-be-suspended/
https://www.ecoi.net/en/document/2107351.html
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's con-
vergence trajectory in the governance area, we
consider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In this pillar, the scenarios are simulated for
control of corruption as the proxy indicator
for the overall governance situation. The four
scenarios are then compared to the baseline/
status quo scenario of no change with respect
to the trends from the past five years.

The scenarios are presented here through the
years needed to reach the EU average. The
results point to small effects across the four
scenarios.

EU accession scenarios for
control of corruption

Scenario Years needed to
reach the
EU average
Status quo: 58 years to EU

Full EU accession: 49 years to EU

Access to EU
budget:

58 years to EU

EU single market: 58 years to EU

Institutional
reforms:

49 years to EU

Under the status quo, corruption control in
BiH would require an estimated 58 years to
converge with the EU at the current pace.

Even under more favourable scenarios, in-
cluding Full EU membership or the imple-
mentation of institutional reforms, the
convergence horizon does not improve sig-
nificantly and remains at 49 years.

Access to the EU single market alone or
access to the EU budget would have no ef-
Fect on improving this indicator relative to
the baseline.
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Policy discussion & key recommendations

Public administration reform must con-
tinue to advance the principles of pro-
fessionalism and quality service delivery.
Political influence cannot be eliminated
entirely, but a more transparent recruit-
ment process — including, for example,
randomly generated test questions, sub-
stantiated grading, a clear and predict-
able procedure, and a genuine right of
appeal at second instance — would help
narrow the government-effectiveness
gap and directly counter the partocracy
and politicised appointments.

EU leverage should be used to sustain
reform implementation across electoral
cycles rather than in response to them.
In practice, this means defining mile-
stones as functioning outcomes (i.e. ser-
vices actually delivered and used) ver-
ified using administrative data, rather
than adopted legislation, so that formal
compliance without implementation no
longer unlocks funds. Financing should
be multi-annual with a suspension mech-
anism if reforms are reversed, making
continuity more rewarding and obstruc-
tion more costly. Where the central level
is blocked, support should be directed
to the levels and agencies that deliver.
Such an approach cannot override the
country’s constitutional veto points, but
it can make cooperation the more advan-
tageous course and confine the costs of
obstruction to those who choose it.
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ENVIRONMENT PILLAR

Bosnia and Herzegovina, environment pillar indicators,

nominal values

Indicator Value
Premature deaths due to PM 2.5 199
Renewable energy share 51.4
Energy intensity 359
Carbon intensity 1,009
Waste that is recovered 18.2
Protected areas 9.0

Bosnia and Herzegovina, environment pillar,
% of EU average

Premature deaths

due to PM 2.5
28.2 84.2
335 ./‘ Renewable
Protected o~ energy share
areas

23.2 26.2

Waste
! Energy
that is 17.0 intensity
recovered

Carbon intensity

Bosnia and Herzegovina, environment pillar,
change to last year

Energy intensity I 0.6
Carbon intensity I 0.3
Protected areas 0.0

Premature deaths due to PM 2.5

0.7 |
2.6 N

Renewable energy share

Waste that is recovered Eyge)

Indicator/ years to EU

Indicator years to EU
;rgmature deaths due to PM Divergence
Renewable energy share Divergence
Energy intensity 100+
Carbon intensity Divergence
Waste that is recovered 50
Protected areas 100+

Premature deaths due to PM 2.5 stood at 199 per
100,000 inhabitants aged 30 and over in BiH in 2025.

Renewable energy share stood at 51.4% of total capaci-
ty.

Energy intensity stood at 359 KGOE per thousand
euros of GDP in chain-linked volumes (2015).

Carbon intensity stood at 1,009 kg per thousand euros
of GDP in chain-linked volumes (2015).

Waste that is recovered stood at 18.2% of total divert-
ed waste.
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Protected areas stood at 9.0% of land area.

Relative to the EU average, the best-performing
environment indicator in BiH is Renewable energy
share, standing at 84% of the EU level.

Protected areas, Premature deaths due to PM
2.5, Energy intensity and Waste that is recovered
are far behind, ranging between 23% and 33% of
the EU level.

Carbon intensity is the weakest link, standing at
just 17% of the EU average.

2 of the 6 indicators in the environment pillar saw
an improvement in 2025 relative to the EU average.

Energy intensity closed the gap to the EU level by 0.6
PP, while Carbon intensity did so by 0.3 pp.

Protected areas stagnated, while Premature deaths
due to PM 2.5 deteriorated by 0.7 pp.

Renewable energy share widened the gap to the EU
level by 2.6 pp.

|| k| ) %

Waste that is recovered was the indicator with the

weakest performance, falling back by 7.5 pp relative
to the EU average.

At the pace of improvement from the past 5
years, Waste that is recovered would need
around 5 decades to close the gap to the EU
average.

Energy intensity and Protected areas need more
than 100 years to reach the EU level at current
trends.

Premature deaths due to PM 2.5, Renewable
energy share and Carbon intensity are diverging
from the EU average rather than converging and
not on track to close the gap at recent trends.
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What explains the trends in the
environment pillar?

Environment is the weakest pillar, stand-
ing at approximately 35% of the EU aver-
age and deteriorating by 0.4 pp in the over-
all summary. The most prominent weakness
is carbon intensity, at only 17% of the EU
benchmark. Renewable energy capacity per-
forms considerably better, at 84% of the EU
level. This contrast indicates that the pres-
ence of renewable capacity has not trans-
lated into comparable performance across
the wider environmental indicators.

The renewable energy share is reported
as 51.4% of installed capacity. This is dif-
ferent from actual energy consumption, for
which BiH currently stands at 40% (2023), a
relatively good score in the region. Howev-
er, there is an important caveat, as most of
BiH's renewable capacity actually consists
of legacy hydropower. Solid Fuels, primarily
coal, still account For 60.4% of primary en-
ergy production in BiH, making it the most
coal-dependent country in the region. This
dependence explains the divergence from
EU carbon intensity levels over the past five
years. Energy intensity and protected areas
show almost no change. However, given how
far both indicators lag behind the EU bench-
mark, the absence of progress is itself a
key Finding: stagnation at a poor level of
performance rather than convergence.

Heavy reliance on coalisamong the mostim-
portant sources of PM 2.5 pollution, along-
side residential heating and transport. Con-
sequently, premature deaths attributable to
PM 2.5 among the population aged 30 and
over moved a further 0.7 pp away from the
EU average. The five-year trend shows di-
vergence, reflecting weak implementation
rather than an absence of policy. BiH has
a National Emission Reduction Plan (NERP)
under its Energy Community commitments,
but it has persistently broken its ceilings for
emissions of sulphur dioxide, dust and nitro-
gen oxides. Regional NERP plants emitted
5.7 times the permitted SO, in 2023, and the
Energy Community Secretariat has opened
dispute-settlement proceedings against the
country.

Recovered waste is the indicator with the
biggest decline in the pillar, falling 7.5 pp
relative to the EU average. The waste dis-
posal system in BiH remains overwhelmingly
landfill-based, with limited separate collec-
tion and recycling infrastructure. Measured
against an EU benchmark that continues to
rise, this indicator is chronically backsliding.
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's conver-
gence trajectory in the environment area, we
consider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In this pillar, the scenarios are simulated for
energy intensity as the proxy indicator for the
overall environment situation. The four scenar-
ios are then compared to the baseline/status
quo scenario of no change with respect to the
trends from the past five years.

The scenarios are presented here through the
years needed to reach the EU average. The re-
sults point to no meaningful effects across the
four scenarios.

EU accession scenarios for
energy intensity

Scenario Years needed to
reach the
EU average
Status quo: 100+ years to EU

Full EU accession:
Access to EU budget:
EU single market:

71 years to EU
100+ years to EU
100+ years to EU

Institutional reforms: 100+ years to EU

Under current trends, BiH is more than a
century away from the EU level in energy
intensity.

However, scenario modelling suggests that
full EU membership could enable conver-
gence in approximately 71 years.

All other scenarios, however, leave the
timeframe at more than a century, which is
comparable to the status quo scenario.
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Policy discussion & key recommendations

Authorities at all levels should prioritise cost-
ed programmes to reduce emissions and en-
ergy consumption, focusing on the domains
that contribute most to the observed gaps.
Such programmes should rest on a sectoral
assessment of emissions, energy use and fea-
sible reductions. Some of this is already un-
der way and should be sustained and scaled
up rather than treated as new. Building ren-
ovation and improved insulation, cleaner
heating and industrial efficiency should be
selected according to their expected ener-
gy savings and pollution reductions. Finan-
cial support should be available to house-
holds and smaller firms that are unable to
meet the upfront costs, and social protection
should accompany measures that would oth-
erwise deepen energy hardship. This does
not require a completely new departure. BiH
already has relevant instruments in place,
such as the EU4EnergyEfficiency programme
(EU/UNDP) introducing the ESCO model for
public buildings; the Energy Efficiency Re-
volving Fund supported by the World Bank
and the German development bank KfFW; and
the entity environmental protection funds,
which in 2024 alone allocated over BAM 16
million in FBiH for efficiency measures. The
task is to consolidate, adequately finance and
scale these mechanisms.

Awareness-raising campaigns should be de-
signed to link the largely abstract and distant
issue of the energy transition to more tan-
gible and immediate concerns about health
and safety. Testimonials and stories told
by those affected by PM 2.5 pollution and
whose health has deteriorated, talks with
health experts and information about the fi-
nancial burden placed on society as a whole
should be considered. Authorities should in-
vest in public transport to reduce reliance on
private vehicles, particularly in urban centres
in which traffic contributes to PM 2.5.

Moving away from coal should be a strategic
goal for BiH. Replacing coal with renewables

is the primary route, but transitional mea-
sures (e.g. using natural gas) can be pursued
in parallel. Gas should only serve as a tempo-
rary bridge rather than a strategic transition,
as building long-lived gas infrastructure car-
ries a real risk of lock-in that delays decar-
bonisation. The Southern Interconnection
gas pipeline, originally a European and now
largely US-promoted project, is already part-
ly under way. It is intended to bring a cleaner
source of energy to some households and in-
dustrial users in BiH as well as to reduce de-
pendency on Russian gas. Although gas cur-
rently covers only some 3% of the country’s
energy needs, it has become a focal point of
the public debate on the energy transition
and supply diversification. Stronger EU in-
volvement should (i) ensure that the project
fits within the wider European energy strat-
egy, including its decarbonisation objectives,
against which long-lived gas infrastructure
must be justified, and (ii) reinforce transpar-
ency over the substantial funds committed.
The latteris not a hypothetical concern, as the
construction procurement has been awarded
to a newly established US firm with no prior
infrastructure experience but reported polit-
ical connections, which makes independent
scrutiny essential.

The deteriorating performance on waste
recovery calls for a more fundamental over-
haul of policy in this field. Priority should be
given to investment in waste-management
fFacilities that move beyond conventional
landFfilling. The risks of the current model
were made vivid in June 2026, when the Ubo-
rak landfill near Mostar, one of the country’s
few engineered sanitary landfFills, caught fire
and burned for days, destroying on-site re-
cycling machinery and blanketing the city in
smoke to the point that a state of emergency
was declared. Joint, costed projects between
neighbouring municipalities should be en-
couraged, with adequate incentives for the
municipalities that host new Ffacilities.
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DIGITALISATION PILLAR

Bosnia and Herzegovina, digitalisation pillar indicators,
nominal values

Indicat Val % Households with internet access in BiH in
Ndicalas — CALLS 2025 stood at 88.2%.
Households with internet access 88.2 * Use of e-government services stood at 26%
Use of e-government services 26 of the population.
Enterprises with websites 68 % Enterprises with websites stood at 68%.
ICT services exports 1.6 % ICT services exports stood at 1.6% of GDP.
Value added in ICT 5.5 % Value added in ICT stood at 5.5% of total
People with at least basic digital 8 value adqed. — -
skills 1.6 % People with at least basic digital skills stood
at 81.6%.
Bosnia and Herzegovina, digitalisation pillar,
% of EU average
Households with
internet access % Relative to the EU average, the best-per-

forming digitalisation indicator was Value

/ added in ICT, standing at 98% of the EU
94.4 93. level.

People with at 45.1 g-sgeo(\)/z\rnment % People with at least basic digital skills and

least basic y Households with internet access were close
digital skills SEIVICES i o
g behind, at around 94% of the EU average,
S while Enterprises with websites was at 88%.
98.3 ./ \. 88.3 % Use of e-government services was much
Val : dded = lower, at 45% of the EU level.
alue adde 30.8 Enterprises . :
inICT . with websites % ICT services exports remains the weakest
. link, standing at just 31% of the EU average.
ICT services
exports
Bosnia and Herzegovina, digitalisation pillar,
change to last year
% 2 of the 6 indicators in the digitalisation pillar saw
. an improvement in 2025 relative to the EU average.
Use of e-government services m ' - .
% The biggest improvement was in Use of e-govern-
Households with internet access 3.7 ment services, which closed the gap to the EU level by
] B o
Enterprises with websites 0.0 % Households with internet access closed approximate-

ly 3.7 pp of the gap to the EU average.
Enterprises with websites and People with at least

People with at least basic digital skills (_.Q

ICT services exports 1.9 - Eas;f/gig;t:l skills remained unchanged relative to the
Value added in ICT 2.4 - % ICT services exports and Value added in ICT were the

indicators with the weakest performance, respective-
ly falling back by 1.9 and 2.4 pp relative to the EU

average.
Indicator/ years to EU

% At the pace of improvement from the past 5

Indicator years to EU years, Households with internet access and Peo-
Households with internet 3 ple with at least basic digital skills would need
access just 3-4 years to converge to the EU level.
Use of e-government services 20 % Value added in ICT needs a bit longer, around a
Enterprises with websites 22 decacf]e. :

» - % Use of e-government services and Enterprises
ICT SemlESe e-xports Bivergence with websites would need around 2 decades.
Value added in ICT 9 % ICT services exports, on the other hand, is diverg-
People with at least basic 4 ing from the EU average and not on track to close
digital skills the gap at recent trends.
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What explains the trends in

the digitalisation pillar?

Digitalisation is one of the strongest pil-
lars in BiH, standing at around 75% of the
EU average. However, the performance re-
mains uneven across indicators. Household
internet access reaches 88.2% of house-
holds, and 68% of enterprises have web-
sites. ICT value added stands at 5.5% of total
value added, or approximately 98% of the
EU benchmark, but ICT services exports re-
mains the weakest indicator, at 1.6% of GDP
and 31% of the EU benchmark, and the five-
year trajectory indicates divergence.

The use of e-government services drove
the pillar's overall gain, closing 6.6 pp of
the gap to the EU average, which is the larg-
est single improvement. However, with just
26% of residents saying that they are using
e-government services, its level corresponds
to only 45% of the EU benchmark, leaving
considerable room for improvement. The
main obstacle is no longer the absence of
a regulatory framework but its fragmenta-
tion. Although a state-level, eIDAS-certified
electronic-signature and digital-identity
system has been put in place by the Agency
for Identification Documents, Registers and
Data Exchange of Bosnia and Herzegovina
(IDDEEA), its consolidation has been under-
mined by competing arrangements. Beyond
digital identity and e-signature, the broader
constraint is the limited availability of actu-
al e-services across public institutions. Only
a handful of transactions can be completed
online end-to-end. The resulting multiplicity
of providers and standards leaves citizens
and businesses uncertain which system to
use and acts as a brake on the wider adop-
tion of e-signatures and on the digitalisation
of public administration. Once again, BiH's
internal complexity and divergent political

positions constrain a reform that is techni-
cally within reach.

The gap between ICT value added (98% of
the EU average) and ICT services exports
(31%) is structural rather than statistical, as
the sector is largely oriented to the domes-
tic market and to outsourcing while export-
ing relatively little in terms of finished, high-
er-value products.
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's conver-
gence trajectory in the digitalisation area, we
consider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without Formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (Four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In this pillar, the scenarios are simulated for
ICT services exports as the proxy indicator
for the overall digitalisation situation. The four
scenarios are then compared to the baseline/
status quo scenario of no change with respect
to the trends from the past five years.

The scenarios are presented here through the
years needed to reach the EU average.

EU accession scenarios for
ICT services exports

Scenario Years needed to
reach the

EU average
Status quo: Divergence
Full EU accession: 100+ years to EU
Access to EU budget: Divergence
EU single market: Divergence
Institutional reforms: Divergence

The results point to no meaningful effects
across the four scenarios.

The performance of ICT service exports re-
mains particularly weak, currently at just
31% of the EU average and diverging from
the EU benchmark under the status quo.

Scenario modelling implies that Full EU ac-
cession would turn divergence into conver-
gence, although in more than a century.

On the other hand, gaining access to the EU
budget or the EU single market, as well as
implementing institutional reforms, would
make no difference, with ICT services ex-
ports still diverging from the EU.
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Policy discussion & key recommendations

The EU should make a single, interopera-
ble digital-signature framework a precon-
dition For Further support in this domain.
The objective should be one national trust
framework conformant with elDAS, a single
supervisory authority and trusted list under
which certified providers can operate and in-
teroperate across entities (or between com-
panies) rather than a monopoly for any one
agency. This complies with the general ap-
proach of fostering healthy competition but
having clear interoperability in place. Rec-
ognition of BiH electronic signatures within
the EU as well as eligibility for EU financing
should be confined to certificates issued
under such a framework so that parallel or
entity-specific systems built outside it are
neither recognised nor funded. This would
reward convergence and render divergence
costly without prescribing which providers
operate, thereby turning interoperability
from a contested political question into a
practical condition of access to the Europe-
an digital market.

Related to this, the ICT industry will great-
ly benefit from a unified e-signature
framework, as it will Facilitate access to
the EU single market. This, in turn, would
make BiH's ICT sector even more dynamic
and competitive, thereby improving conver-
gence even further.

Support should be targeted at shifting the
ICT sector from domestic outsourcing to-
wards higher-value, export-oriented prod-
ucts. This calls for an industrial-policy ap-
proach that connects government, compa-
nies and universities and supports start-ups,
accelerators and technology parks, with the
aim being to build firms' export capacity and
help them move into higher-value activities.

The digitalisation of public-administration
services should be accelerated, building
on local communities that already demon-
strate what is achievable. Examples exist
on both sides of the entity line. Through
the UNDP-supported digital-transformation
programme, the town of Gradiska in RS in-
troduced an eCitizen mobile application,
which includes an ‘Ask the Mayor’ function
that lets residents submit a request in a
few steps and receive a response within 48
hours. In FBiH, Sarajevo Canton operates an
eUprava portal delivering electronic services
to citizens and businesses. That such sys-
tems function at the local and cantonal lev-
el, even where cooperation at the state level
is blocked, is precisely the point. In line with
the argument in the governance section, the
EU should complement its engagement at
the state level, which is prone to blockage
and heavily politicised, by strengthening
cooperation and funding at the local level,
which is more receptive to such interven-
tions and closer to citizens. The tangible,
visible benefits for citizens would also en-
hance the EU’s own visibility, which is not a
negligible consideration. Importantly, this is
not a case for the EU ceasing to work with
the state level, but rather a complementary
form of bottom-up integration.
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INFRASTRUCTURE PILLAR

1 1

Bosnia and Herzegovina, infrastructure pillar indicators

nominal values

Indicator Value
Length of motorways 47.3
Length of roads 4,635
Railway tracks 290
Electricity installed capacity 981
Safely managed sanitation facilities 58.1
Safely managed water supply 86.4

Bosnia and Herzegovina, infrastructure pillar,
% of EU average

Length of motorways

88.7

Safel q Length
arély managed @ of roads
water supply \21.1\ 28.7
@
-0
o—° 31.3 Railway
safely 64.3 23.4 tracks
managed
sanitation
facilities

Electricity installed
capacity

Bosnia and Herzegovina, infrastructure pillar,
change to last year

Length of roads 17.4
Length of motorways I 0.9
Railway tracks 0.0
Safely managed water supply 0.0
Safely managed sanitation facilities -()_1 ‘

Electricity installed capacity -0.5 |
Indicator years to EU
Length of motorways 100+
Length of roads 20
Railway tracks 100+
Electricity installed capacity Divergence
?aagielil%/ig;anaged sanitation 100+
Safely managed water supply Divergence

Length of motorways in BiH in 2025 stood at 47.3
km per 10,000 km?.

Length of roads stood at 4,635 km per 10,000
km?,

Railway tracks stood at 290 km per 10,000 km?.

Electricity installed capacity stood at 981 MW
per 10,000 km?.

Safely managed sanitation facilities stood at
58.1% of the population.

|| I % ¢

Safely managed water supply stood at 86.4% of
the population.

Relative to the EU average, the best-performing
infrastructure indicator was Safely managed
water supply, standing at 89% of the EU level.

Safely managed sanitation facilities stood at
64% of the EU average.

Railway tracks and Length of roads were much
lower, at around 30% of the EU level.

Electricity installed capacity and Length of
motorways remain the weakest links, standing

at just 22% of the EU average.

2 of the 6 indicators in the infrastructure pillar saw
an improvement in 2025 relative to the EU average.

The biggest improvement was in Length of roads,
which closed the gap to the EU level by 17.4 pp.

Length of motorways closed 0.9 pp of the gap to the
EU average.

* | % %

There were no changes in Railway tracks or Safely
managed water supply, while Safely managed sanita-
tion Facilities saw a slight decline.

%

Electricity installed capacity was the indicator with
the weakest performance compared with the pre-
vious year, falling back by 0.5 pp relative to the EU
average.

At the pace of improvement from the past 5 years,
Length of roads is the only indicator on a conver-
gence trajectory of less than 100 years, estimated
to need around 20 years to close the gap to the EU
average.

Length of motorways, Railway tracks and Safely
managed sanitation facilities would need more than
100 years to reach the EU level at current trends.

Electricity installed capacity and Safely managed
water supply are diverging from the EU average and
not on track to close the gap at recent trends.




What explains the trends in

the infrastructure pillar?

The infrastructure pillar's overall per-
formance stands at 42.9% of the EU av-
erage. Based on the Five-year trend, it
would take around 97 years to converge.
The overall performance of the pillar also
masks a wide gap between basic service
coverage and network connectivity. Safe-
ly managed water supply reaches 86.4% of
the population, which is roughly 89% of the
EU benchmark, while motorway density, at
47.3 km per 10,000 km?, is the weakest in-
dicator, at 21% of the EU level. This uneven
profile is not accidental. Services that are
relatively inexpensive, incremental and lo-
cally delivered (e.g. water supply) can ad-
vance steadily and have been in place for a
long time already, while capital-intensive
networks that require large, coordinated
investment (e.g. motorways, railways and
wastewater treatment facilities) stall in
the face of weak investment capacity and
fragmented planning and are thereby ma-
jor sources of corruption. Broad access to
one basic service can therefore coexist with
substantial deficits in network completion

and other essential provision.

Motorway construction, the pillar's weak-
est indicator, progresses slowly for struc-
tural reasons. Corridor V¢, part of the TEN-T
network running from Budapest via Osjek
and Sarajevo to Ploce, has been divided into
numerous smaller lots, which — combined
with a sluggish and cumbersome land-expro-
priation process and repeated procurement
and corruption concerns — have fragment-
ed and severely delayed construction. The
number of actors involved in decision-mak-
ing and the administrative fragmentation
across state, entity, cantonal and municipal
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levels compound the problem and contrib-
ute to the limited progress in this domain,
even as the overall road indicator is improv-

ing.

Railway density, at 290 km per 10,000 km?, is
only 31% of the EU level, a sparse network by
any measure. Moreover, the indicator does
not capture utilisation, operating speeds,
reliability or freight-service quality, so even
this figure overstates the system'’s effective
capacity. The network was built to function
as an integrated system within the former
Yugoslavia. After the war, it was divided be-
tween two entity operators, Zeljeznice FBiH
and Zeljeznice RS, fragmenting the plan-
ning, investment and operation of what had
once been a single network. This division has
aligned with — and arguably reinforced - the
broader logic of territorial separation. Being
capital-intensive, railways have also been
consistently deprioritised, as the transport
strategies of successive governments have
favoured road construction instead. This sit-
uation seems unlikely to change in the medi-
um to long term.
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EU accession scenarios

To better understand how different EU inte-
gration pathways might influence BiH's conver-
gence trajectory in the infrastructure area, we
consider the same four scenarios as before:

Full EU Membership: immediate accession
with all rights and obligations;

Access to EU Budget: receiving EU bud-
get transfers (e.g. structural and cohesion
funds) as if a member, but without formal
membership;

Access to EU Single Market: full inclusion in
the EU single market (four freedoms) with-
out other membership benefits or transfers;

Institutional Reforms: implementing deep
EU-related reforms domestically (e.g. re-
garding rule of law, governance) without
membership or new external resources.

A more detailed description of each scenario is
provided in the methodological section.

In this pillar, the scenarios are simulated for
length of roads as the proxy indicator for the
overall infrastructure situation. The four sce-
narios are then compared to the baseline/sta-
tus quo scenario of no change with respect to
the trends from the past five years.

The scenarios are presented here through the
years needed to reach the EU average.

The scenario analysis indicates that conver-
gence in road density would happen within
two decades, irrespective of the EU accession
scenario in effect.

EU accession scenarios
For Length of roads

Scenario Years needed to
reach the
EU average
Status quo: 20 years to EU

Full EU accession:
Access to EU budget:
EU single market:

19 years to EU
20 years to EU
19 years to EU

Institutional reforms: 20 years to EU
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Policy discussion & key recommendations

Priority should go to motorway and rail
corridors linked to the TEN-T network,
where the gains in connectivity and trade
are greatest. At present, European financ-
ing for several sections of the motorway is
suspended. Following investigations by the
European Public Prosecutor’s Office (EPPO)
and the European Anti-Fraud Office (OLAF)
into contracts awarded between 2018 and
2022 in addition to serious charges against
officials linked to the Federation’s public
enterprise Autoceste FBiH, the Europe-
an Investment Bank halted disbursement.
Such enforcement is warranted, but a blan-
ket freeze also delays an essential corridor.
The alternative is not to choose between
accountability and construction. The sus-
pension of financing could be confined to
the contracts under investigation, while
newly tendered sections could proceed un-
der strengthened safeguards, independent
engineering supervision, an external integ-
rity monitor and independent procurement
review. Where necessary, financing could be
channelled through a reformed implemen-
tation unit or another international finan-
cial institution. Resumption should be made
conditional on governance reform of the
implementing enterprise. In this way, the EU
can uphold accountability without abandon-
ing the corridor, using the crisis as leverage
to clean up the institution rather than to
stall the project.

Contracting bodies and Ffinanciers should
strengthen independent supervision and
publish contract amendments, revised
costs and delivery milestones in a compa-
rable format. Procurement reviews and au-
dit findings should lead to documented cor-
rective action. This would address the imple-
mentation and integrity concerns discussed
above more directly than another declara-
tion that transport corridors are a priority.
Performance reporting should distinguish
construction output, cost escalation and the
date at which infrastructure becomes oper-
ational.

The realistic option in regard to railways
is to modernise a limited number of prior-
ity lines, above all the north-south corri-
dor linking the north of the country to the
Adriatic rather than to attempt a general re-
vival of the network. Given the slow pace of
construction of Corridor V¢, this project may
prove a viable alternative.

Electricity infrastructure warrants particular
attention. Public investment in renewable
generation to exploit BiH's substantial hy-
dro, solar and wind potential could address
the low and diverging installed-capacity in-
dicator, supporting both decarbonisation
and growth.

41



42

*

@ converge2.eu

Conclusions

BiH's convergence with the European Union
remains uneven and slow. The strongest re-
sults are found in health and digitalisation,
while environmental performance remains the
weakest. Across the pillars, the central chal-
lenge is to convert public spending, formal pol-
icy commitments and isolated improvements
into stronger productivity, better services and
sustained institutional performance.

Main Findings

The strongest aggregate performance is re-
corded in health and digitalisation, both at
approximately 75% of the EU average. Howev-
er, these headline results conceal important
weaknesses: health outcomes coexist with a
severe shortage of physicians, while a dynamic
ICT sector coexists with limited use of e-gov-
ernment services and weak ICT service exports.

The economic pillar reached 49.9% of the EU
average and improved by 2.4 percentage points
(pp) over the previous year. Much of this gain
reflects higher minimum and average wages,
pension adjustments and stronger gross fixed
capital formation. GDP per capita and output
per worker, however, continued to lose ground
relative to the EU. Recent income gains are
therefore not yet supported by comparable
productivity growth.

The social pillar recorded modest annual im-
provement, but the longer-term trajectory
remains weak. Employment reached 55.1% of
the working-age population and unemploy-
ment fell to 12.3%, yet these changes must be
considered alongside outward migration and
a contraction of the labour force. The gender
employment gap widened, while higher so-
cial-protection spending did not establish that
support had become better targeted or more
effective for the poorest households.

Health remains the best-performing pillar,
with life expectancy at 78 years, or 97% of the

EU level, and public health spending at approx-
imately 94% of the EU benchmark. By contrast,
the number of physicians stands at only 49% of
the EU average and out-of-pocket costs borne
by patients are considerable (31% of total
health spending). The available indicators also
provide little information on waiting times, ser-
vice quality, unmet needs or treatment abroad.

In education, it is worth underlining that learn-
ing outcomes are relatively strong: harmon-
ised test scores stand at 89% of the EU aver-
age, above the level of spending that produc-
es them. Spending, already relatively high (at
68.4% of the EU average), improved by 5.8 pp
relative to the EU, partly reflecting higher pub-
lic-sector wages. At the same time, pre-primary
enrolment reached only 27% of the EU bench-
mark, the NEET indicator deteriorated, and
tertiary enrolment diverges from the EU under
every modelled scenario.

Governance continues to constrain progress
across all other pillars. Government effective-
ness stands at 52% of the EU benchmark, po-
litical stability deteriorated sharply, and voice
and accountability remain structurally weak.
Control of corruption improved by 2.6 pp, but
the gap with the EU would still require an es-
timated 58 years to close at the current pace.

Environment is the weakest pillar, at approx-
imately 35% of the EU average, and its overall
score deteriorated by 0.4 pp. Carbon intensi-
ty is only 17% of the EU benchmark. The rela-
tively high share of renewable capacity largely
reflects legacy hydropower, while coal still ac-
counts for 60.4% of primary energy production.
PM 2.5-related mortality and waste recovery
continue to move away from EU performance.

Digitalisation offers clear potential but re-
mains fragmented. E-government recorded the
largest annual gain in the pillar, closing 6.6 pp
of the gap, yet usage still stands at only 45%
of the EU benchmark. ICT value added is close
to the EU level, whereas ICT service exports
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reach only 31% of the EU level and are diverg-
ing. Competing electronic-signature and digi-
tal-identity arrangements limit interoperability
and wider adoption.

Infrastructure reached 42.9% of the EU aver-
age and would require about 97 years to con-
verge on the Five-year trend. Safely managed
water supply performs relatively well, at 89%
of the EU benchmark, while motorway density
reaches only 21%. Delayed projects, fragment-
ed planning, difficult procurement and weak
integrity safeguards continue to limit transport
investment. Investment in public transport (e.g.
urban transit and regional rail) should be ex-
panded to reduce reliance on private vehicles,
which are a significant source of urban air pol-
lution.

Main Trends

The annual results show several improvements,
but they do not yet amount to broad structural
convergence. Gains are strongest where gov-
ernments increased wages, pensions or public
expenditure or where existing infrastructure
already provides a relatively high level of cov-
erage. These changes can improve living stan-
dards and protect household purchasing power,
but their long-term effect depends on whether
they are matched by higher productivity, better
targeting and improved service quality.

Short-term movements must also be distin-
guished from Ffive-year trends and changes in
the EU benchmark itself. A better relative score
does not always mean that conditions in BiH im-
proved in absolute terms; in some cases, it may
reflect weaker EU performance. Conversely, an
annual deterioration should not automatically
be viewed as a structural reversal. The clear-
est evidence comes from indicators that move
consistently over several years, including weak
productivity, limited female labour-market par-
ticipation, staffing shortages in healthcare, low
pre-primary enrolment, carbon and energy in-

tensity, waste recovery and the slow comple-
tion of major transport networks.

Institutional fragmentation is the most consis-
tent explanation across the report. It affects
economic reform, social-protection design, ed-
ucation access, health-workforce planning, en-
vironmental enforcement, digital interopera-
bility and infrastructure delivery. The evidence
also shows that performance differs across
levels of government. Some local and cantonal
institutions have delivered practical improve-
ments in areas such as digital public services,
childcare support, water supply and energy ef-
ficiency. This variation should inform both do-
mestic reform design and the way EU support
is targeted.

Policy Priorities and the Role
of the European Union

The first policy priority is to shift economic
policy from short-term distribution towards
productivity-led growth. Wage and pension
increases should be accompanied by measures
that help firms invest, formalise and move
into higher-value-added activities. A more fo-
cused industrial and innovation policy should
identify sectors with credible growth potential,
support skills and access to finance in addition
to linking domestic firms to regional and EU val-
ue chains. Further reductions in the tax burden
on labour should be combined with stronger en-
forcement, simpler formalisation for micro and
small enterprises, and more balanced taxation
of labour and capital. Pension reform should
address contribution arrears, early retirement,
disability assessment and the development of
supplementary savings rather than relying re-
peatedly on one-off payments.

Social, education and health policies should
Focus more clearly on access and outcomes.
Affordable pre-primary education and child-
care would improve early learning and reduce
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one of the main barriers to women'’s formal
employment. Tax and benefit rules should pre-
vent an abrupt loss of support when a house-
hold member enters formal work, as a full with-
drawal of benefits is currently often triggered
by the first earner’s income, not just the sec-
ond’s. Social-protection systems should track
who receives assistance and whether it reduc-
es hardship. Vocational programmes should
respond to verified labour demand and include
structured work placements, while employers
benefiting from publicly supported training
should offer credible routes into adequately
paid formal jobs. In healthcare, the immediate
requirement is a workforce plan by special-
ty, age and location, supported by retention
measures, return-to-service arrangements for
training abroad and structured engagement
with the medical diaspora. Comparable data on
waiting times, diagnostic backlogs and unmet
treatment needs are also necessary.

Environmental and infrastructure policy
requires costed programmes and stronger
implementation. Existing energy-efficien-
cy mechanisms should be consolidated and
scaled, and households and firms that are un-
able to finance the initial investment should
receive support. Coal dependence should be
reduced through renewable investment, clean-
er heating, building renovation and industrial
efficiency, accompanied by social measures
for affected workers and energy-poor house-
holds. Waste policy needs joint municipal in-
vestment in separate collection, recovery and
modern treatment Facilities. Transport invest-
ment should prioritise public transport, Corri-
dor Vc and selected railway links connected to
the TEN-T network; contract amendments, cost
changes and delivery milestones should be
published; and major projects should be sub-
jected to independent engineering, procure-
ment and integrity reviews.

Digital reform offers one of the clearest op-
portunities for Faster convergence. BiH needs
a single national trust framework aligned with
elDAS, within which qualified providers can
compete and interoperate across entities
and institutions. EU recognition and financing
should be tied to compliance with that frame-
work. At the same time, successful local and
cantonal e-government systems should be ex-
panded and connected. This would improve ser-
vices for citizens and businesses while demon-
strating that practical integration can advance
even when higher-level political agreement is
slow.

Digital reform should be accompanied by a
targeted programme to expand ICT service ex-
ports. Priority measures include employer-led
skills development, support for internation-
al sales and buyer matchmaking, co-financ-
ing of relevant certifications and compliance
costs, and competitive funding for software
development and commercialisation. Simpler
cross-border business procedures and stronger
links with EU clients and the business diaspora
would help smaller firms enter international
markets. Support should encourage movement
into higher-value services and proprietary
products, with results measured through addi-
tional export revenues, market diversification
and productivity gains.

The scenario analysis confirms that EU inte-
gration can accelerate convergence, but its
effects differ sharply across policy areas.
Full membership reduces the estimated con-
vergence period for GDP per capita from 81 to
41 years, for the poverty indicator from 46 to
32 years, and for life expectancy from 73 to 25
years. It also changes the trajectory of ICT ser-
vice exports from divergence to convergence,
although the estimated period remains longer
than a century, and shortens convergence in
energy intensity to 71 years. Access to the EU
budget or single market produces meaningful
gains in some areas, but little or no change
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in others. Tertiary enrolment continues to di-
verge in every scenario, while road-density pro-
jections differ only marginally. EU integration
therefore creates better conditions For con-
vergence, but it cannot by itself resolve do-
mestic structural weaknesses.

Governance is central to whether these op-
portunities translate into results. Even Full
EU membership orinstitutional reform only im-
proves the estimated convergence period for
control of corruption from 58 to 49 years. The
EU should therefore combine a credible acces-
sion perspective with consistent, observable
conditions For institutional functionality and
reform delivery. Benchmarks should measure
whether laws are implemented, services oper-
ate and citizens use them rather than whether
legislation has merely been adopted. Multi-an-
nual financing should reward continuity and
permit suspension where reforms are reversed.
Clear and predictable responses to obstruction
are especially important in BiH, where domes-
tic veto players can exploit differences among
EU institutions and member states.

The delayed Reform Agenda illustrates the
cost of weak coordination. BiH adopted it lat-
er than its regional peers; around EUR 108 mil-
lion in potential funding has already been lost
(and almost EUR 1 billion could be lost in total
if no reforms are implemented); none of the
more than 100 reform steps were completed
as of the end of summer 2026; and the agree-
ments required for disbursement have not
been signed. This record calls for stronger do-
mestic ownership, but it also shows the limits of
uniform conditionality in a highly decentralised
system. Where state-level action is blocked,
the EU should direct complementary support
to the entity, cantonal, municipal and agency
level if those institutions can deliver measur-
able results, and it should continue to require
a functional country-wide framework where in-
teroperability and legal certainty depend on it.

The most effective approach is therefore a
combination of credible EU integration, dis-
ciplined conditionality and implementation
at the level capable of delivering the reform.
EU funding and market access should remain
linked to common standards, transparency and
reversibility, but EU support should also build
on functioning institutions and successful local
practice. For BiH, convergence will depend less
on the number of strategies adopted than on
whether reforms genuinely change productivi-
ty, access to services, environmental outcomes
and the everyday functioning of public institu-
tions.

The recommendations set out across the eight
pillars are grouped below by the actor able to
act on them.

a) Authorities in BiH

Adopt a coordinated health-workforce plan
by specialty, age profile and location, with
retention measures and targeted incentives
for underserved areas. The number of physi-
cians, at 49% of the EU average, is the weak-
est health indicator and the only one that
lost ground last year.

Raise public investment and support private
investment in equipment, technology and
productivity. GFCF stands at around 45% of
the EU average, and output per worker was
the weakest-performing economic indicator
of the year.

Address the gender employment gap - at
26.1 pp (or 33% of the EU average), making
it both the weakest social indicator and the
weakest performer of the year — through
affordable childcare, care services and en-
forcement of equal-treatment provisions.

Review the level, targeting and distribution
of social protection spending, social protec-
tion spending is much lower than in the EU,
and poverty is high.
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Fund an expansion of pre-primary provision
— at 27% of the EU average, making it the
weakest education indicator and more than
a century from convergence — by prioritising
low-coverage areas and households facing
financial barriers.

Address tertiary participation and comple-
tion together: enrolment (at around 60% of
the EU average) is diverging and attainment
(at around 48%) is lower still, so entry and
progression are separate problems.

Reform waste management — whose 7.5 pp
fall gave it the largest single-indicator dete-
rioration in this report — by expanding sepa-
rate collection, recovery and modern treat-
ment through joint municipal investment.

Increase installed electricity capacity, at
23% of the EU average, which is jointly the
weakest infrastructure indicator, the weak-
est performer of the past year and now di-
verging.

Publish contract amendments, cost revi-
sions, delivery milestones and beneficial
ownership in machine-readable form for all
major infrastructure projects, and act on au-
dit and procurement-review findings on the
record.

Professionalise senior civil-service appoint-
ments and reduce the use of acting posi-
tions, as government effectiveness (at 52%
of the EU average) is the weakest gover-
nance indicator.

b) EU institutions and EU

member states

A coherent EU political position should
connect a credible accession perspective
with consistent demands for institutional
functionality and reform delivery. The in-
stitutions and member states should com-

municate the same benchmarks and assess
implementation against observable results.
Given BiH'’s specific constitutional require-
ments, clear and predictable responses to
obstruction should be devised in order to
discourage domestic veto players from ex-
ploiting external divisions. The aim should
be to make cooperation more rewarding
and obstruction less effective while sus-
taining support for the citizens and institu-
tions capable of delivering reform. The com-
plexity of BiH's political landscape and the
power-sharing character of its institutional
setup require a more nuanced approach to
conditionality than in other acceding states.

Use the scenario results to argue for a cred-
ible and time-bound accession path. Full
membership halves the convergence hori-
zon for GDP per capita, from 81 to 41 years,
and shortens life expectancy convergence,
from 73 to 25 years, while access to the EU
budget or to the single market alone deliv-
ers materially less, and institutional reform
alone delivers the smallest gains of all.

Define milestones as functioning outcomes
measured from administrative data rath-
er than as legislation adopted, and make
multi-annual financing reversible where re-
forms are reversed.

Make a single interoperable trust frame-
work aligned with eIDAS a condition of rec-
ognition and financing in the digital domain.

Confine the suspension of infrastructure Fi-
nancing to the contracts under investigation
while allowing newly tendered sections to
proceed under independent engineering su-
pervision, external integrity monitoring and
independent procurement review, with re-
sumption conditional on governance reform
of the implementing enterprise.

Complement engagement at the state level
with funding and cooperation at the enti-
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ty, cantonal, municipal and agency levels if d) Civil society organisations

those institutions demonstrably deliver, but
continue to require a country-wide frame-
work wherever interoperability and legal
certainty depend on it.

Recognise that the time needed for con-
trol of corruption to converge Ffalls from
58 to 49 years under both full membership
and institutional reform alone, but remains
unchanged under budget access or single
market participation. In these scenarios, the
gains in control of corruption therefore stem
entirely from institutional reform.

c¢) Regional and international

organisations

Treat Corridor Vc and the north-south rail
link to the Adriatic as a regional connectivity
programme, coordinated with neighbouring
countries’ sections and with border-crossing
arrangements, rather than as a series of na-
tional construction contracts.

Support regional electricity-market integra-
tion and cross-border grid reinforcement.

Continue concessional financing for energy
efficiency, waste and water infrastructure,
paired with strengthened oversight of pro-
curement, implementation and subsequent
maintenance.

Support cross-border cooperation on air
quality, as pollution-related mortality is a
shared regional problem and among the
weakest indicators in this report.

and think tanks

Monitor implementation rather than adop-
tion, tracking secondary legislation, staffing,
budget execution and the institutional re-
sponse to audit and anti-corruption findings,
as the implementation gap is this report’s
most consistent finding.

Track major infrastructure procurement and
the progress of complex corruption cases,
where financial flows and administrative dis-
cretion are both largest.

Produce independent evidence on who re-
ceives social assistance and whether it re-
duces hardship as well as on access to health
and education services for low-income and
rural households, where official monitoring
is weakest.

Document the cases in which local and can-
tonal institutions have delivered measurable
improvements, as the variation between
levels of government is one of this report’s
more useful findings For both domestic re-
form and EU targeting.
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Methodological note

What do the different numbers mean?

% of EU average: shows the current level
of a specific indicator compared with the EU
average.

Year-on-year rate of change: shows how
the gap to the EU changed compared with
the previous year in percentage points (pp).

Rate of change over the past five years:
shows the average annual pace of change
over the last five years, capturing whether
the indicator has been improving or worsen-
ing recently.

Years to EU: shows how long it would take
for a country to reach the EU average for the
given indicator, assuming the recent pace of
change continues.

How do we calculate the numbers For individ-
ual indicators?

% of EU Average: calculated as the native val-
ue of a certain indicator in a certain country,
compared with the corresponding EU average.

Example: If the average wage in Serbia is EUR
1,150 and the average wage in the EU is EUR
3,000, then Serbia’'s wage level is 38% of the EU
average (1,150/3,000).

For indicators where lower values mean bet-
ter outcomes (e.g. unemployment and infant
mortality), the calculation is reversed so that a
higher percentage always indicates better per-
formance.

Example: If the unemployment rate is 11% in
Bosnia and Herzegovina and 6% in the EU, Bos-
nia and Herzegovina's relative level is 55% of
the EU average (6/11).

Rate of change over the past five years: calcu-
lated as the simple average of the year-on-year
changesin the indicator measured as a percent-
age of the EU average, over the last five years.

Example: If public health spending in North
Macedonia, measured as a share of the EU aver-
age, changed by -0.4, +7.2, -2.7, -2.1 and +0.2
pp, the five-year rate of change is +0.4 pp.

Years to EU: calculated by comparing the re-
maining gap to the EU average with the speed
of progress over the last five years. It shows
how many years it would take to close the gap
if recent trends continue.

Example:If Montenegro’s GDP per capitais 55%
of the EU average (a gap of 45 pp) and it has
been catching up by 0.9 pp per year, it would
take about 50 years to reach the EU level.

How do we calculate the numbers for the pil-
lar and overall averages?

% of EU Average: calculated as the simple
average of all indicators in the pillar, each ex-
pressed as a percentage of the EU average.

Example: If Albania’s six environment indica-
tors are 50%, 55%, 60%, 60%, 65% and 70% of
the EU average, the overall Environment pillar
stands at 60% of the EU average.

Rate of change over the past five years: calcu-
lated as the average of the year-on-year chang-
es in the overall pillar's value measured as a
percentage of the EU average, over the last
five years.

Example: If BiH's Education pillar changed by
+0.5, +5.6, +0.2, +0.8 and +1.0 pp, the five-year
rate of change is +1.6 pp.
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Years to EU: calculated by comparing the re-
maining gap to the EU average for the overall
pillar with the pace of progress over the last
five years.

Example: If Serbia’s Digitalisation pillar stands
at 98% of the EU average and has been improv-
ing by 1.0 pp per year, it would take two years
to reach the EU level.

What does it mean when an indicator is ‘con-
verged’ or ‘diverging'?

Converged: An indicator is considered con-
verged if its value as a percentage of the EU av-
erage is at or above 100%. This means the coun-
try has reached or exceeded the EU average in
that area.

Example: If government spending on health in
Montenegro is 105% of the EU average (6.9%
of GDP vs 6.5%), Montenegro is considered
converged.

Diverging: An indicator is considered diverging
if its average change over the past five years
(measured as a percentage of the EU average)
is negative. This means the country has been
moving further away from the EU average.

Example: If road density in North Macedonia,
expressed as a percentage of the EU average,
has been declining by 0.4 pp per year, North
Macedonia is diverging.

How do we treat missing values?

Missing values between years: When data for
an indicator is missing for one or more inter-
mediate years, we substitute the missing value
with the last available one for that country (in
native units).

Example: If North Macedonia is missing values
for Internet access in 2022 and 2023, we use
the 2021 value (83.7%) for our calculations.

Missing values For the last year: If at least Four
of the six Western Balkan countries have data
for the most recent year, we include that year
and use previous values for the others. If fewer
than four countries have data, we exclude that
year from EU comparisons.

Example: For tertiary educationin 2023, Albania
and Montenegro were missing data, but since
four others had it, we included 2023 and used
2022 values for the missing countries. By con-
trast, if only one country had data (e.g. 2024 for
enterprises with websites), 2024 is excluded.

Missing values at the beginning: If data start
late, no EU-relative or pillar calculations are
done for earlier missing years.

Example: For average pensions, Bosnia and Her-
zegovina's data starts from 2015 — calculations
begin from 2015 onward.

How we calculate pillar/area values For 2025
when some indicators are missing: We use the
last available year’s value for any missing indi-
cators.

Example: To calculate the percentage of the EU
average for Education in 2025, we take:

2023 values for Public spending on educa-
tion

2024 values for Tertiary enrolment, Tertia-
ry attainment, Pre-primary education and
NEET

2025 value for the Harmonised test scores
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Which EU accession scenarios do we simu-
late?

To assess how different EU integration options
may influence the pace of convergence across
the eight pillars, we simulate projections under
four alternative scenarios:

Full EU membership: Western Balkan econ-
omies join the EU immediately, with Ffull
rights and obligations, including access to
the EU budget.

EU budget transfers: Western Balkan econ-
omies obtain full access to the EU budget
and receive transfers as if they were mem-
ber states, but without formal membership.

EU single market access: Western Balkan
economies gain full access to the EU single
market, without other elements of member-
ship (e.g. institutional alignment or budget
transfers).

Institutional reforms: Western Balkan
economies undertake reforms equivalent to
those required of EU member states, with-
out membership or transfers.

Which indicators do we simulate?

We simulate one indicator from each of the
eight pillars:

Economy: GDP per capita at PPS

Social: income share of the bottom 20%
Health: life expectancy

Education: tertiary enrolment
Governance: control of corruption

Environment: energy intensity of the econ-
omy

Digitalisation: ICT services exports
Infrastructure: road density
How do we simulate the scenarios?

We employ a structural equation modelling
(SEM) approach to estimate how EU accession
affects GDP growth and other development
outcomes through various transmission chan-
nels. SEM is particularly well suited for this
analysis, as it allows us to disentangle the path-
ways through which EU integration exerts its
effects.

Concretely, we focus on four main channels:
higher EU budget transfers,
increased exports to the EU,
net migration and
institutional improvements.

FDI net inflows are also estimated as a poten-
tial channel, but since their effect on growth
is small and imprecisely estimated, we do not
vary FDI across scenarios.

The analysis is conducted in a panel setting
covering the period from 1996 to 2024. It in-
cludes Bulgaria, Romania and Croatia as
benchmarks, alongside the six Western Bal-
kan economies.

The concrete specifications for each of the
eight simulated indicators are as follows:

GDP per capita growth depends on initial
GDP (as in standard convergence models),
the previous year’'s GDP growth, EU budget
transfers, exports to the EU, net migration,
control of corruption, FDI inflows and coun-
try fixed effects. These variables, in turn, are
affected by EU accession.
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The change in income share of the bottom
20% is linked to EU budget transfers and
control of corruption, both of which are
linked to EU accession.

The change in life expectancy is modelled
as a function of GDP growth and net migra-
tion, both of which are influenced by EU ac-
cession.

The change in tertiary enrolment also de-
pends on GDP growth, which itself depends
on EU accession, as explained above.

The change in energy intensity is modelled
as a function of GDP growth and control of
corruption, both of which are tied to EU ac-
cession.

The level of control of corruption is mod-
elled to be affected directly by EU accession,
asitis one of the channels through which EU
accession affects GDP growth.

ICT exports are linked to GDP growth, EU
budget transfers and exports to the EU, all
of which are influenced by EU accession.

Road density depends on FDI, exports to
the EU and net migration. Since FDI is held
fixed across scenarios, road density out-
comes are in practice driven by exports and
net migration.

These specifications were determined empiri-
cally, by running different regressions with dif-
ferent combinations of variables and checking
the significance of the coefficients.

The regression estimates were then used to
generate simulations of the four scenarios. This
was done by augmenting the rate of change
from the baseline (status quo) scenario — which
is the average over the last five years — with the
estimated effect of the EU accession scenario.
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