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/" WB MARKET SIZE: SMALL FRAGMENTED MARKETS WITH
~ LIMITED EGONOMIG GAPAGITY. GOLLEGTIVELY A REGION WITH
2 SIGNIFIGANT EGONOMIC POTENTIAL

POPULATION 17.1M - TOTAL GDP $376.6B
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/" E-GOMMERGE MARKET POTENTIAL: WB STILL FAR FROM THE
EUROPEAN MARKETS. SERBIR HOLDS THE GREATEST POTENTIAL.

/ Projected e-commerce market revenue €2,68 for 2024. Market volume expected to reach €3,98B by 2029.

E-commerce Market Market volume B CAGR 2024-29

¥ Revenue (mil. euro) 2029 (mil.euro) et user (ARPU) Euro

@ Average revenue p

ALB

l Source: Statista Market Insights (updated @ata May 2024)



~/ E-GOMMERCE MARKET POTENTIAL: ONLINE MARKET SHARE IN
~ TOTAL RETAIL FROM 3.3%0 IN RLBANIR T0 6.4% IN MONTENEGRO

-
/ @ Online share 2024 By 2028

| 4.60% VY ] R e 4.40% BT
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3.50% i ¥

y Source: ECDB analysis (2024)
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- DIGITAL READINESS: DIGITAL EGONOMY SOGIETY INDEX.
&\ DIGITAL PROGRESS IN THE WB LAGS BEHIND THE EU RVG

N
Y Western Balkan Digital Economy Society Index (WB DESI) 2022 l

Human capital [ Connectivity B Integration of digital technology B Digital public sepfices W Total
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DIGITAL READINESS: DIGITAL SKILLS. THE SHARE OF INDIVIDURALS
& WITH BASIG OR ABOVE BRSIG DIGITAL SKILLS LAGS
‘ N, SIGNIFICANTLY BEHIND THE EU EVG OF 54%o

@ MONTENEGRO RANKED THE BEST WITH 4790, FOLLOWED BY SERBIA AT 43%0o. ALBANIA IS RANKED THE LOWEST WITH 24%
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SME's with at least basic level of digital intensity (as a % of enterprises) in Europe, 2021
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ONILLS OF ENTERPRISES. SERBIA AND MONTENEGRO MORE

ADVANGED GOMPARED TO THEIR PEERS.
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THE WB IS NOT WELL PREPARED TO GAPITALIZE ON THE

DIGITAL READINESS: THE NETWORK READINESS INDEX.
OPPORTUNITIES OF THE DIGITAL REVOLUTION

NRI Score & NRI Ranking 2023 in Europe

\

B NRI Ranking

B NRI Score
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E-GOMMERGE READINESS: INTERNET USE. THE REGION IS WELL
s GONNECTED, NOTABLE PROGRESS IN THE LAST DEGADE.

Internet use (%) - as a percentage of population in Western Balkans 2018-2023

2018 [ 2019 [ 2020 W 2021 2022 B 2023
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— Used a debit or credit card (% age 15+)
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Owns an account, debit or credit card and used debit or credit card (5 age 15+) in Europe 2021

27%o A GARD AND JUST 8%o USE THESE GARDS.

Account (% age 15+)

OWNERSHIP AND USAGE. ONLY 44%o OF ALBANIANS HAVE AN

AGGOUNT

w FACTORS: LOWER LEVELS OF FINANCIAL INCLUSION, LIMITED ACCESS TO PAYMENT CARDS, AND A GENERAL LACK OF TRUST IN ONLINE PAYMENT

E-GOMMERGE READINESS: PAYMENT. LOWER RATES OF GARD
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E-GOMMERGE READINESS: PAYMENT. HIGH MOBILE PHONE
. OWNERSHIP SIMILAR TO THAT OF DEVELOPED EU GOUNTRIES.
- HOWEVER SIGNIFICANTLY LOWER USE FOR PAYMENTS.

INSUFFIGIENT DIGITAL INFRASTRUGTURE, LOW LEVELS OF TRUST IN ONLINE FINANGIAL SYSTEMS, AND LACK OF USER-FRIENDLY FINANGIAL

PLATFORMS.

Own a mobile phone (% age 15+) and Use a

mobile phone or the internet to make

payments, buy things, or send or receive

mone\‘]usmg a financial institution account

g% with a financial institution account, age
5+) in Europe, 2021

B Own a mobile phone (% age 15+)

— Use a mobile phone or the internet to make
payments, buy things, to send or receive
money using a financial institution account
(% with a financial institution account, age 15+)

Source: Global Findex, World Bank, 2021
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E-GOMMERGE READINESS: PAYMENT. GASH ON DELIVERY (GOD)

IN GONTRAST DIGITAL PAYMENTS ARE THE NORM IN THE DEVELOPED MARKETS.

Source: Global Findex, World Bank, 2021
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E-GOMMERGE READINESS: DELIVERY & LOGISTIGS >
s INTEGRATED INDEX FOR POSTAL DEVELOPMENT (2IPD). SERBIR
lEl\IlS THE WB IN POSTAL SERVIGES DEVELOPMENT.

THE REGION FAGES CHALLENGES IN IMPROVING POSTAL DEVELOPMENT, PARTIGULARLY IN THE RELEVANGE OF POSTAL

BUSINESS MODELS. l
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L ' E-COMMERCE READINESS: DELIVERY & LOGISTICS >
KN LOGISTIGS PERFORMANGE (LPD). WB RANKED LOWEST IN EUROPE,

-
.
i

FAGING SIGNIFIGANT LOGISTICS GHALLENGES.

|

LPI ASSESSES LOGISTICS PERFORMANGE BASED ON INFRASTRUGTURE, SERVIGES, BORDER PROGEDURES, AND SUPPLY

CHAIN RELIABILITY.

LPI Score & LPI Rank in Europe, 2023

B LPI Rank

LPI Score
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~\ E-COMMERCE READINESS: LEGAL FRAMEWORK

Albania .

Law on Electronic Commerce: Law No. 10128,
enacted in 2009, with amendments in 2013.

Law on Consumer Protection: Law No. 2902,
enacted in 2008, with amendments in 2012 and
2016.

Law on Protection of Personal Data: Law No.
9887, enacted in 2008, with amendments in
2012 and 2014

N. Macedonia

Law on Electronic Commerce: Law No. 133,
enacted in 2007, with amendments in 2005
and 2020.

Law on Consumer Protection: Law No. 38/04,
enacted in 2004, with amendments in 2007.
2088, 2011, 2013, and 2015.

Law on Electronic Communications: Law No.
39, enacted in 2014, with amendments in 2015,
and 2018.

Law on Personal Data Protection: Law No.
42/20, enacted in 2020.

Bosnia and Herzegovina %’

Law on Electronic Commerce: Law N0.59,
enacted in 2009, amendments in 2016

Law on Electronic Legal and Business
Transactions: Law No. 88/07, enacted in 2007.

Law on Consumer Protection: Law No. 25/06,
enacted in 2006, with amendments in 2015.

Law on Protection of Personal Data:
Law No. 49/06, enacted in 2006,
with amendments in 2011 and 2015.

Montenegro

Law on Electronic Commerce: Law No. 80,
enacted in 2004, with amendments in 2010
and 2013.

Law on Consumer Protection: Law No. 2,
enacted in 2014, with amendments
in 2014, 2015, 2017, and 2019.

Law on Data Protection: N0.89, enacted in
2008, with amendments in 2009, 2012, and
2017

Kosovo 6

Law on Consumer Protection: Law No.
04/1L-121, enacted in 2012.

Law on Information Society Services: Law
No. 04/L-094, enacted in 2012.

Law on Internal Trade: Law No. 04/L-005,
enacted in 2011.

Serbia Eﬁ

Law on Trade:
Law No.52/2019, enacted in 2019.

Law on Electronic Commerce:
Law No. 41/2009, enacted in 2009, with updates
in 2013 and 2019.

Law on Consumer Protection: Law No. 88/2021,
enacted in 2021.

Law on Personal Data Protection:
Law No. 87/2018, enacted in 2018.

Law on Electronic Communications: Law No.
44, enacted in 2010, with amendments in 2013.

2014, and 2018.




= S =
WESTERN WESTERN E-RETRILERS' ACGTION AREAS
BALKANS MARKET BALKANS EXPERIENGES & & OUR WORK FOR
SIZE & E-GOMMERGE STATE OF GHALLENGES: E-COMMERGE
POTENTIAL E-GOMMERGE SURVEY FINDINGS DEVELOPMENT

- \ . e ;:_I I‘ -
3‘ i B . ' "‘\\ L \
s -, : — | :




4 =
WESTERN WESTERN E-RETAILERS' AGTION AREAS
BALKANS MARKET BALKANS DIGITAL EXPERIENGES & & OUR WORK FOR
SIZE & E-GOMMERGE & E-COMMERCE GHALLENGES: E-COMMERGE
POTENTIAL READINESS SURVEY FINDINGS DEVELOPMENT



-
g

é SHARE OF E-SHOPPERS > REMARKABLE GROWTH IN ONLINE
} SHOPPERS IN THE LAST FIVE YEARS.

Online Purchase, as a % of Internet users in WB and EU (27), 2018-2023

63.45
64.18

Bosnia & Montenegro Kosovo N. Macedonia Serbia
Herzegovina

: Eurostat and National Statistical Offices



SHOPPERS > DESPITE THE SIGNIFIGANT GROWTH, THE

WESTERN BALKANS STILL RANKED AT THE BOTTOM IN EUROPE.

SHARE OF E-

7

Online Purchase, as a % of Internet users in Europe, 2023
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2 E-SHOPPERS BEHAVIOR: WHAT, WHERE, HOW OFTEN, HOW MUCH
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WHAT DO WB HOW OFTEN DO WB HOW MUCH DO THEY ~ WHERE DO THEY
E-SHOPPERS BUY? E-SHOPPERS SHOP? SPEND ONLINE? SHOP ONLINE FROM?




E-SHOPPERS BEHAVIOR: WHAT, WHERE, HOW OFTEN, HOW MUCH

WHAT DO WB HOW OFTEN DO WB HOW MUCH DO THEY ~ WHERE DO THEY
E-SHOPPERS BUY? E-SHOPPERS SHOP? SPEND ONLINE? SHOP ONLINE FROM?

Source: Eurostat _
Internet purchases - goods or services, 2023
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d E-SHOPPERS BEHAVIOR: WHAT, WHERE, HOW OFTEN, HOW MUCH

WHAT DO WB HOW OFTEN DO WB HOW MUGH DO THEY =~ WHERE DO THEY
E-SHOPPERS BUY? E-SHOPPERS SHOP? SPEND ONLINE? SHOP ONLINE FROM?

Frequency of online purchases in the last 3 months (as % of individuals who
purchased online in the last 3 months), WB & EU (27), 2023
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Source: Eurostat



WHAT DO WB HOW OFTEN DO WB HOW MUGHDO THEY =~ WHERE DO THEY
E-SHOPPERS BUY? E-SHOPPERS SHOP? SPEND ONLINE? SHOP ONLINE FROM?

7
? E-SHOPPERS BEHAVIOR: WHAT, WHERE, HOW OFTEN, HOW MUCH

Online purchases in the last 3 months (as % of of individuals who
purchased online in the last 3 months), WB & EU (27), 2021

~ Forless than 50 euro ~ Between 100 and 499 euro B Between 500 and 999 euro
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HAT DO WB HOW OFTEN DO WB
-SHOPPERS BUY? E-SHOPPERS SHOP?

Online purchases in the last 3 months
(as % of individuals who purchased
online in the last 3 months)

WB & EU (27), 2023

~ From national sellers

~ From sellers from
other EU countries

B From sellers of the rest
of the world (non-EU countries)

[ 83
jjj 32.8

20.1
=16 1

or
? E-SHOPPERS BEHAVIOR: WHAT, WHERE, HOW OFTEN, HOW MUCH

/

HOW MUCH DO THEY ~ WHERE DO THEY
SPEND ONLINE? SHOP ONLINE FROM?
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B From sellers from
unknown countries
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"‘ WHAT DO WESTERN BALKANS DO WHEN ONLINE?
| MOSTLY TELEPHONING, VIDEO GALLS AND SOGIRL MEDIA.
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89.2

Internet activity by
Individuals, 2023

86.8
87.8
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61.9
64.9
70.5
169.9

Participating in social media
B Telephoning or video calls

B Finding information about
goods and services

¥ Internet banking
B Selling goods or services

18.1
15.2
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ENTERPRISES AND E-GCOMMERGE: SRB AND Bin STAND OUT.

ALB AND MKD LAG BEHIND.
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7 E-RETAILERS EXPERIENCES> SURVEY: PRYMENT & CHALLENGES

N=40 respodents

Average N\

return rate A,

11-15% 7.5%

Number of
Employees

16-20% 71.5%

Marketplace platform E-shop S years or more 1year 5% Share of = 21-25% 2.5%
— ears of 65% ” online sales
— Beauty & care (inc. Zperation 2 years 7.5% 26-30% 5%
\. nutrition & health) = \Jyears 2.5% <5% 17.5% >30% .2.5%
{ Department store e .
(more categories) 0oog _4years20% 6-10%
0000 -
| _ S — 1-20% 22.5% YoY growth |||||||||I|,||
£ and accessories ] _ " " rate N/
( 6 . Selling online D 2%
o Electronics or online and 51-99% [ 10%
jd - = 0 0
; Books & in retail store — <5% [ 5%
Entertainment 6-10%
| E-shop success g 11-20%
/ N | assessment w
, Earts eppas, from1to 5 21-50%

shoes & equipment
Both in retail Only online 101-200

stores and online  (Pure-Play)

(Brick-and-click) 201-500

2 3 4 O

>50%

Home & Garden

7.5% 25% 47.5% 20%




~/ GASH ON DELIVERY (COD) IS OFFERED UNIVERSALLY BY ALL
- E-RETAILERS WHILE 87.9%0 OFFER PRYMENT BY GARD (PBG)

1
k

) ALBANIA AND KOSOVO LERDING IN DIGITAL PRYMENT OPTIONS

What payment methods does your e-shop offer to customers?

L/
A

N
4

@

100%

q

Cash on Payment Bank Payment by Buy now, Instant PayPal Digital wallets
delivery by card transfer Cardin pay later payments (Apple Pay,
(CoD) PbC) installments (e.g lutePay Google Pay,

etc) etc.)




% E-RETAILERS PRIMARILY WORK WITH LOCAL BANKS. REASONS
~ FOR DOING BUSINESS WITH A BANK INGLUDE COMPETITIVE FEES,
7 LONG-TERM RELATIONSHIP AND INTEGRATION AVAILABILITY

NLB AND RRIFFEISEN PRESENT IN THREE MARKETS, AND PROGREDIT BANK IN TWO.

Long-Term Relationships and Reliability @ ---

Competitive Fees and Cost Effectiveness

r

|

|

'/" Technology and Integration JB{¢:08--------- JI
I

|

| |
| t

—_— . Security and Trust
|

|
Additional Offerings .---J




% E-RETAILERS ARE GENERALLY SATISFIED WITH THE BANK THEY
WORK WITH. THEY ARE LEAST SATISFIED WITH THE GOSTS AND

2 MOST WITH THE SEGURITY AND PREVENTION.

How satisfied are you with 1=not at all

the bank you work with? 5=very important N=40

Cost of processing fee 3.38
’ ) A variety of payment options are available 3.41
| Chargeback and disputes resolution 32.48
/"‘ Overall satisfaction 392
Integration possibilities 3.92
Payment gateway reliability 4.17

Security and fraud prevention 4.28




% £OD IS DOMINANT FOR 72.5%o OF RETAILERS.

- 63% OF E-RETRILERS PREFER PBC AND CONSIDER IT MORE
) COST-EFFEGTIVE.

s

How much is the share of Cash on Delivery in your total online sales? N=40

Up to 10% ' 2 59
21% to 30% [J) 2.5%
31% to 40% [ 2.5%

41% to 50% [ 15%
51% to99% [ 72.5%

100% (if you are offering only 0
Cash on Delivery option) . B




|

¥ 82.59% OF CUSTOMERS PREFER CASH OVER CARD. TRUST,
~ HABITS AND GONVENIENGE ARE SOME OF THE REASONS WHY.

HIGH TRANSACTION COSTS FOR

MOST RETAILERS IN CERTAIN REGIONS MERCHANTS ACCEPTING CARD
DON'T OFFER CARD PAYMENTS PAYMENTS

LOW DIGITAL AWARENESS IN

COD IS EASIER FOR THOSE NOT DIGITALLY SAVVY SOME REGIONS (E.G., BOSNIA)
CUSTOMERS ARE ACCUSTOMED TO CUSTOMERS DO NOT PROCESS
o PAYING WITH CASH (CULTURAL NORMS) ORDERS THEMSELVES ONLINE
Q
'5- :
T P CAgﬁA()SB?BELﬁSERY (NSACT
CONVENIENCE ISSUES - TRANSACTION
PREFERENCE BARRIERS
i
d
LACK OF TRUST IN ONLINE SHOPS CUSTOMERS WANT TO SEE THE
PRODUCT BEFORE MAKING PAYMENT
FEAR OF NOT RECEIVING ORDERED GOODS CASH IS PERCEIVED AS A MORE
SECURE PAYMENT METHOD

CONCERNS ABOUT POTENTIAL
FRAUD (E.G FAKE WEBSITES)

PREFERENCE FOR CASH TRANSACTIONS
DUE TO PERCEIVED SECURITY




/5% OF E-RETAILERS UNDERTAKE ACTIVITIES TO STIMULATE

)

CARD PAYMENTS. HALF DO IT WITH THE SUPPORT OF VISA AND
MASTERCARD

Do you do any activities or campaigns to stimulate more

payments by card over cash on delivery?
to stimulate card payments 55%
Yes, we have campaigns @
f that we finance on our own 22.5% [T =7
’ Yes, we have campaigns in cooperation with
V/ 4 .. . 22.5% _
card organizations i.e Visa, Mastercard




/' 67.5% OF E-RETAILERS DO NOT PREFER INSTALLMENT
~ PAYMENTS.

) 309%o SAY THEY DON'T HAVE DEMAND FROM GUSTOMERS AND 2290 CONSIDER IT AN EXPENSIVE PAYMENT METHOD.

If you do not offer payment in installments please

select the main reason(s)? (up to 2)

Not interested in installment payments [N 11.1%
Too expensive/time-consuming connection _ 22.2%
p’ Unsuitable products for installment payments _ 18.5%
/ Not desired/requested by customers _ 29.6%
/ other [N 37%




' BIGGEST PAIN POINTS OF E-RETRILERS

HIGH RELIANGE ON GASH ON INTEGRATION WEAK GUSTOMER TRUST
DELIVERY (GOD) CHALLENGES & DIGITAL LITERACY

&)

L

==

HIGH TRANSAGTION COMPLEN REFUND
FEES PROGESSES




~/ SUGESSTIONS FOR IMPOVEMENT: FROM COST REDUCTIONS AND
- SEGURITY ENHANGEMENTS TO BROADER PAYMENT OPTIONS AND
BETTER INTEGRATION

LOWER TRANSACTION FEES

DEMAND FOR INTSNTANT PAYMENTS AND
DIGITAL PAYMENTS (APPLE PAY)
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~ OVERALL CHALLENGES IN E-COMMERGCE FOR E-RETRILERS:
DELIVERY ISSUES, FOLLOWED BY GREY ECONOMY, PAYMENT & HR

J
/ Please rate to what extent each of the following areas 1=not a challenge at all

represent a challenge for your online shop? 5=very big challenge

Delivery issues (i.e speed of delivery, costs, reliability of courier services, lack of flexibility) |G 3.9
Disloyal competition caused by the grey economy (i.e unregistered sellers via social media) NG 3.6

Payment issues (i.e handling payments, bank fees, available payment methods etc) [N 3.2
/ Human Resources (i.e lack of trained employees, finding & retaining staff) | ENENENEGE 3.1
S Market - increasing competition, price war, etc. |G 3.0
/' IT issues (i.e. lack of capacity investments in upgrades, integrations etc) NG 3.0
Lack of skills for digital marketing & resources to adapt to trends |G 2.7
Customer service & handling inquiries / complaints NG 2.7
Security issues (i.e fraud and cyber crime) [ 2.4

Other (please specify) [ 1.6
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MAPPED AREAS FOR TAKING AGTION IN WB

ADVANCING DIGITAL SKILLS AND DIGITAL TRANSFORMATION
IN THE WESTERN BALKANS
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7 OUR WORK AND IMPACGT: LOCAL LEVEL

ADVANGING THE E-COMMERGE OFFER 80 MSME'S STARTED V
COMPETITIVENESS OF MSMES SELLING ONLINE commer¢e

aaaaaa

9 | 120 MSME'S INCREASED
INCREASING DIGTAL SKILLS *  purg'nigia KL

PROMOTING TRUST & ADDRESSING

453, 80- VERIFIED
THE GREY ECONOMY g

CONNECTING & NETWORKING .~ - "= commerce

e conference

RESEARGH WORK T0 MAP THE

STATE & GHALLENGES BALKAN 5
= /USAID VISA (©: @ NLB Banka

,
}
?
/
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7 OUR WORK AND IMPAGT: REGIONAL LEVEL

FAGILITATING GROSS-BORDER E-GOMMERGE AND REGIONAL GROWTH

e N ¢ 0

Balkan eCommerce Alliance

UPGRADING THE RESOURGE ESTABLISHED BALKAN
AND KNOWLEDGE PLATFORM E-COMMERGE ALLIANGE
FOR E-GOMMERGE

e - T S
ol
*. e
*r E 3
e o
e E Y

‘= commerceéall

4] ®~/=2a scomnd «) E-COMMERGE
CCIT

Macedonian Association

german
cooperation

[ECS] oK FK STIKK - AmCham Moldova W s,
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