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Western Balkans Labor Market Trends 2020 Highlights:

e This report used data from national labor force surveys to examine key labor market indicators for the
six Western Balkan countries — Albania, Bosnia and Herzegovina, Kosovo, Montenegro, North
Macedonia, and Serbia — between the second quarter of 2018 and the second quarter of 2019.

e Despite a slowdown in economic growth in 2019, the Western Balkan countries’ labor markets
developed more favorably than a year earlier. During this period, 105,500 new jobs were created and
employment increased by 1.7 percent, ranging from a decline of 2.4 percent in Bosnia and
Herzegovina to an increase of 5.2 percent in North Macedonia.

e Recent job creation benefited women, younger and older age groups, and those with higher levels of
education most. Amid an overall increase in employment in the region, the number of people
employed informally dropped in Serbia and North Macedonia (by 43,000 and 14,600), respectively,
and rose in Albania (by 30,000).

e Unemployment reached an all-time low in all Western Balkan countries, ranging from 10.3 percent in
Serbia and 11.5 percent in Albania to 25.2 percent in Kosovo. Emigration from the region played an
important role in the reduction of unemployment.

e  Youth unemployment fell in all Western Balkan countries, to an average of 30.4 percent, but it was
more than twice as high as the EU average. More than one fifth of the youth population was not in
employment, education or training (NEET), almost unchanged compared to a year earlier.

e Wages increased in all Western Balkan countries, and this was partly the result of hikes in the
minimum wage, rises in public sector wages as well as labor shortages in some sectors. In 2019,
average monthly gross wage growth was positive in all Western Balkan countries and was higher than
in 2018, except in Kosovo.
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Executive Summary

This report was written prior to the outbreak of the COVID-19 pandemic in Europe. At the
time of publication, the severity and duration of the pandemic and the resulting impact
on the Western Balkan labor markets were uncertain.

This fourth report on Western Balkan labor market trends presents a descriptive analysis of key
labor market indicators for the six Western Balkan countries (Albania, Bosnia and Herzegovina,
Kosovo, Montenegro, North Macedonia, and Serbia) and selected European Union (EU) countries
(Austria, Bulgaria, Croatia, and Hungary) between the second quarter of 2018 (2018 Q2) and the
second quarter of 2019 (2019 Q2). The report begins with an overview of labor market
developments drawn from the Jobs Gateway in South Eastern Europe database
(https://data.wiiw.ac.at/seejobsgateway.html), and is followed by a special topic on new technology
and skill challenges in the Western Balkans.

The working-age population (15-64 years) continued to shrink in most Western Balkan countries in
2019 - a trend driven by population aging and continued outward migration. Based on Labor Force
Survey data (LFS), the overall working-age population of the Western Balkan countries dropped by
about 762,000, or 6 percent since 2012. Between 2018 Q2 and 2019 Q2, the focus of this report, the
overall working-age population dropped by 2 percent. Variations existed across the region, however.
For example, Bosnia and Herzegovina showed the largest decrease (9.2 percent), whereas the
working-age population increased in Kosovo (1.5 percent) and Montenegro (0.3 percent).

Between 2012 and 2019 Q2, the activity rate (15-64 years) rose by 4.5 percentage points, driven by
the increased labor market participation of women at the regional level. Above average increases
of the activity rate were reported for Montenegro (8 percentage points), Serbia (6.6 percentage
points) and Albania (4.9 percentage points), whereas in the remaining three countries, they
increased by 2 or less percentage points over this period. The increased entry of women into the
labor market has led to an overall increase in participation, especially in Albania, Bosnia and
Herzegovina, Northern Macedonia and Serbia.

Labor markets have further improved; between 2018 Q2 and 2019 Q2, the number of employed
increased by 105,500 persons. Since 2012, over 900,000 jobs were created in the Western Balkans
countries, from an estimated 5.5 million in 2012 to 6.4 million in 2019. In addition to an improving
economic environment, the increase in employment was also driven by active labor market policy
measures — subsidies for employment in particular — as for example in Montenegro and North
Macedonia. Since 2012, job creation benefited men and women (almost equally), the prime age and
older age groups, and those with medium and higher levels of education, while low-skilled jobs were
lost. Jobs were mainly generated in the service sector, followed by construction and industry;
employment continued to slide in agriculture.
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Unemployment reached an all-time low in all Western Balkan countries but remained higher than
in the EU peer countries. Between 2018 Q2 and 2019 Q2, the number of unemployed fell by
156,300. Unemployment rates ranged from around 10.3 percent in Serbia and 11.5 percent in
Albania, to 25.2 percent in Kosovo. Since 2012, unemployment declined by an estimated 742,000
people — from 23.9 to 13.3 percent of the labor force; unemployment of young people was reduced
by 166,000 persons — from 48.6 to 30.4 percent. Also, long-term unemployment?! continued to fall —
from 18.6 percent of the labor force in 2012 to 8.8 percent in 2019 Q2. Apart from new job creation,
emigration from the region was key to the reduction in unemployment. But, despite historically low
unemployment rates, they were still two to three times higher than in the EU peer countries
(Austria, Bulgaria, Croatia and Hungary). At the same time, skill shortages were reported in certain
sectors such as IT personnel in Serbia and Kosovo and medical doctors and nurses mostly throughout
the region.

In 2019, informal sector employment remained persistently high in Albania (36 percent of total
employment), North Macedonia (17 percent), and Serbia (19 percent), the three countries for
which data are available. Amid an overall increase in employment in the region, between 2018 Q2
and 2019 Q2, Serbia and North Macedonia reported a drop in the number of people employed
informally (of 43,000 and 14,600, respectively). Meanwhile, informal employment rose at a higher
rate (6.6 percent) than total employment (3.4 percent) in Albania, increasing by 30,000
(representing about 70 percent of all jobs created). Since 2014, employment in the informal sector
has declined in all three countries, but with alternating increases and decreases in each year.

Despite improvements in labor market performance, the current spread of the COVID-19 pandemic
and the resulting economic effects are expected to have serious negative consequences for growth
and employment in the region.

Wages increased in all Western Balkan countries, and this was the result of hikes in the minimum
wage, rises in public sector wages as well as labor shortages in some sectors. In 2019, average
monthly gross wage growth was positive in all Western Balkan countries and was higher than in
2018, except in Kosovo. After two years of falling wages, Montenegro also reported positive, albeit
low, wage growth in 2019. Between 2015 and 2019, minimum wages increased in all Western Balkan
countries, except for Kosovo. At the beginning of 2019, minimum wages in the region — as a
percentage of the average monthly wage (expressed in euro) — were diverse and ranged between 28
percent in Kosovo and almost 50 percent in Albania, North Macedonia and Serbia. The wage
pressure amid declining or stagnating productivity has not been contained, thus eroding the region’s
competitiveness.

Despite the observed positive trends in labor market indicators, Western Balkan countries must
continue working to close gaps with comparator countries and prepare for the future perspectives
of labor markets. Countries should explore policies that facilitate the entry of youth into the labor
market, provide access to vulnerable sectors of the population and increase labor productivity in
order to boost the region’s competitiveness. In addition, countries should review current policies
that could be affecting these outcomes and assess the effectiveness and sustainability of
interventions that may have a short term impact, such as Active Labor Market Policies and wage

1 Long-term unemployment refers to persons unemployed for 12 months or more.
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subsidies. This agenda also calls for increased monitoring and evaluation efforts at the policy level
and continuous review of labor market indicator trends, such as those presented in this report.

The report also makes a call for action for Western Balkan countries to step up their investment in
skill development as a response to globalization, changing technologies and demographic trends.
The report argues that more productive firms and jobs are needed in the region to boost its
competitiveness in the EU and in a globalized environment. The report finds that automation will
impact a significant number of jobs in the region, with an overall probability of automation around
50 percent in the Western Balkans. However, the report argues that low skilled / low wage jobs will
be disproportionately affected by automation, which implies that the region will need to
substantially upgrade the skills and productivity of their labor force to remain competitive.
Educational reforms, development of core and technical skills, but also investments in socio-
emotional and “new economy” skills will be needed to equip current and future generations of
students for the changing labor market environment they will face, according to the report.
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1. Introduction

In this fourth labor market trends report, labor market developments in the six Western Balkan
countries — Albania, Bosnia and Herzegovina, Kosovo, Montenegro, North Macedonia, and Serbia -
between the second quarter of 2018 (2018 Q2) and the second quarter of 2019 (2019 Q2) are
examined and compared with selected member states of the European Union (EU), namely
Austria, Bulgaria, Croatia, and Hungary.2 The report draws on data from the South Eastern Europe
(SEE) Jobs Gateway Database to explore key labor market indicators. Specifically, labor force survey
(LFS) data provided by the statistical offices of the individual Western Balkan countries and by
Eurostat for the EU peer countries are used and can be accessed online at the South Eastern Europe
Jobs Gateway (https://data.wiiw.ac.at/seejobsgateway.html).* The objective of this report is to

describe and summarize these data for a general, non-technical audience, and to offer insights into
how labor markets in the Western Balkans have developed over the past years.

The report is divided into two parts. The first part starts with a discussion of recent economic
developments (Section 2), and is followed by an overview of demographic aspects, including the
working-age population and labor force participation (Section 3). Sections 4 and 5 focus on
employment and unemployment. Section 6 elaborates on wages. The second part is devoted to a
special topic on new technology and skill challenges in the Western Balkans. The report includes a
statistical annex on key labor market, and economic indicators for each of the Western Balkan
countries and peer countries.

2. Economic environment

The Western Balkan countries’ overall GDP growth slowed from 4 percent in 2018 to an estimated
3 percent in 2019 (Figure 1). With the exceptions of Kosovo and North Macedonia, all countries in
the region experienced lower levels of growth in 2019 than in 2018. Employment increased in all
countries, apart from Bosnia and Herzegovina. Three of the peer countries — Bulgaria, Croatia, and
Hungary — reported accelerating economic growth, whereas GDP growth slowed in Austria.
Employment grew in all the peer countries, most markedly in Bulgaria.

Labor productivity® developments varied across the region (Figure 1). With the exception of Bosnia
and Herzegovina, which showed a remarkable and continued increase in labor productivity
(5.2 percent), all other countries in the region reported either a slowdown (Kosovo), stagnation

2 See World Bank and wiiw (2017) for a discussion of Western Balkan labor market trends between 2010 and 2016, and World Bank and
wiiw (2018) for an analysis of the Western Balkan labor markets in 2017, and a special chapter on migration, as well as World Bank
and wiiw (2019) for an analysis of the Western Balkan labor markets in 2018, and a special topic on labor costs, labor taxation, and
low wage earners in the Western Balkans.

3 Each of these comparator countries represents a different accession “wave” to the EU (Austria, 1995; Hungary, 2004; Bulgaria, 2007;
and Croatia, 2013) and is geographically close and similar in population size to the Western Balkan countries.

4 Adetailed description of the database, including data sources, methodology, definitions, and limitations can be found in the statistical
annex.

5 Labor productivity is measured as GDP in real terms per person employed, according to Labor Force Survey (LFS) statistics. This
measure does, however, have some limitations: for example, it does not take account of hours worked or changes in the structure of
employment by type and sector.

@ WORLD BANKGROUP WIIW



https://data.wiiw.ac.at/seejobsgateway.html

Page |2

(Albania and Serbia) or even decline in labor productivity (North Macedonia and Montenegro) in
2019. As for North Macedonia, relatively high economic growth was outstripped by even higher
employment growth, resulting in the strongest decline (down 1.5 percent) in labor productivity in
the region. Labor productivity in all the EU peer countries was driven by (much) higher growth in
GDP than in employment.

Figure 1 / GDP, employment, and productivity growth, 2011-2019, in %
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Note: Data for 2019 refer to the average of the first two quarters.
Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat; wiiw Database.

Click here to download figure.
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3. Population

WORKING-AGE POPULATION

The working-age population (15-64 years)® continued to shrink in most Western Balkan countries —
a trend driven by population aging and continued outward migration; this was particularly true for
Bosnia and Herzegovina (Figure 2).” The overall working-age population dropped by 2 percent
between 2018 Q2 and 2019 Q2. Bosnia and Herzegovina showed an extraordinary decrease (9.2
percent), whereas the working-age population increased in Kosovo (1.5 percent) and Montenegro
(0.3 percent).

Since 2012, the working-age population of the Western Balkan countries dropped by about 762,000,
or 6 percent,® but there were large variations across countries (Figure 2). Bosnia and Herzegovina
was affected most, reporting a decline of more than 20 percent, followed by Serbia (-10 percent),
Albania (-8.8 percent), Montenegro (-3.1 percent) and North Macedonia (-1.4 percent). The only
country to report a significant increase was Kosovo (up 5 percent).

The working-age population also decreased in the EU peer countries, except for Austria.

Figure 2 / Working-age population (15-64 years), change in %

2018 Q2 vs. 2019 Q2 2012 vs. 2019
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Note: Data for 2019 refer to the average of the first two quarters. For country-specific methodologies, see the statistical annex of the
respective country.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.

Since 2012, the structure of the working-age population in the Western Balkans changed in the
direction of increasing employment and self-employment, combined with a decline in
unemployment and inactivity (Figure 3). Despite improvements, the percentage of the employed in
the Western Balkans remained far below that of the EU peer countries. At the same time, the
proportions of people unemployed and inactive were still higher in the region than in the peer
countries.

6 Data on the working-age population are based on LFS data for each country.
7 Information provided by the Statistical Office of Bosnia and Herzegovina.

8 For comparison, if taking the working-age population (15+) as a basis, the decline is less pronounced — 382,000 persons or 2.6 percent.
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Figure 3 / Structure of the working-age population (15-64) from 2012 Q2 to 2019 Q2, change in %
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Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.
Click here to download figure.

ACTIVITY RATES

Since 2013, activity rates in the Western Balkan countries increased but remained low. This was
primarily due to low female labor force participation, but also to low male participation in some
countries (Figure 4). Overall, between 2018 Q2 and 2019 Q2, the regional activity rate (15-64 years)
increased by 0.5 percentage points (to 63.8 percent), rising in all countries except Kosovo and Serbia.
The labor force participation rates still lagged far behind those of the peer countries (except
Croatia), and varied considerably across the countries. With regard to gender, the labor force
participation of women in the Western Balkans was among the lowest in Europe, whereas male
activity rates (with the exceptions of Bosnia and Herzegovina and Kosovo) were comparable to those
of the EU peer countries.
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Figure 4 / Activity rates (15—64 years), in %
Western Balkan countries EU peer countries
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Note: Data for 2019 refer to the average of the first two quarters. Data for Kosovo (and thus the region as a whole) available beginning in
2012. For country-specific methodologies, see the statistical annex of the respective country.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.

Since 2012, the gender gap in activity rates slowly decreased in the Western Balkan countries,
declining from 21.5 to 19.1 percentage points in 2019. Over this period the gender gap in activity
rates narrowed most in Bosnia and Herzegovina and Serbia (by 4 percentage points each) and in
North Macedonia (by close to 3 percentage points), but widened in Montenegro and in Kosovo. In
2019 Q2, the gender gap in the activity rate ranged from 13 percentage points in Serbia and
Montenegro to almost 39 percentage points in Kosovo, where only about 20 percent of women
participated in the labor market. In the EU peer countries, the gender gap in the activity rate
widened in Hungary, narrowed in Austria and Croatia, and changed little in Bulgaria. In 2019 Q2, the
gender gap in the peer countries ranged from 8 percentage points in Bulgaria to 15 percentage
points in Hungary.

@ WORLD BANKGROUP WIIW



https://wiiw.ac.at/files/data/wb/wb2020/Graphs_main_rep_figure%20%204.xlsx

Page |6

INACTIVITY

Inactivity remained stubbornly high in the Western Balkans. Despite dropping by 2.6 percentage
points since 2012, in the second quarter of 2019, the number of persons outside the labor market
averaged 4.1 million, or 37 percent of the working-age population (aged 15-64). This was 138,000
fewer than in 2018 Q2. The reduction in 2019 Q2 and also in the past years was due almost entirely
to a decline in female inactivity, particularly in Albania, North Macedonia and Serbia. Since 2012 the
inactivity rate in the EU peer countries fell more strongly than in the Western Balkans, by almost 9
percentage points in Hungary and by 7 percentage points in Bulgaria. In Austria and Croatia it
declined by less than 2 percentage points. In 2019 Q2 the inactivity rate in this group of countries
ranged between 23.3 percent in Austria and 34 percent in Croatia.

Figure 5 / Inactivity rates (15-64 years) in 2019 Q2, in %
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Note: For country-specific methodologies, see the statistical annex of the respective country.
Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.
Click here to download figure.

The prevalence of inactivity among women in the Western Balkans remained high, at 46.3 percent,
versus 27.1 percent for males in the second quarter of 2019. Among the main factors behind the
high female inactivity were low educational levels, family responsibilities, lack of affordable or
available child care (especially in rural areas), and cultural and religious reasons. Another
explanation is the reliance on remittances, which is thought to reduce employment incentives
(Atoyan and Rahman, 2017; World Bank and wiiw, 2019). The incidence of inactivity in the EU peer
countries was also higher among women than among men, but the differences were much smaller
(Figure 5).

Across the Western Balkan countries, the lack of participation in the labor market was most acute
among young people (aged 15-24), with this age group reporting an inactivity rate of 68 percent in
the second quarter of 2019. Young women were more likely to be inactive than were men (75.4
percent, vs. 61.8 percent in 2019 Q2). The high level of inactivity among young people can partly be
explained by a longer stay in training and by the likelihood that they timed the start of their working
lives according to the situation of the labor market (e.g., by extending their training when labor
market conditions were tight). Irrespective of a longer stay in education and training, there was a
large group of young people (aged 15-24) who were not in employment, education or training
(NEET): they accounted for about a fifth of that age group. This percentage changed slowly over time
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(25.9 percent in 2012, vs. 22.1 percent in 2018). Inactivity among young people was above the
Western Balkan average in Bulgaria and Croatia and was similar in Hungary. Austria was the only
exception, where the share of young people outside the labor force was 45 percent.

In terms of education, the inactivity rate among those with the lowest levels of education® was 56.8
percent on average in the region, compared to 33.1 percent among those with medium levels of
education, and 13.5 percent among those with high levels of education.

4. Employment

Employment grew in all Western Balkan countries, except Bosnia and Herzegovina (Table 1)%.
Between the second quarter of 2018 and the second quarter of 2019, 105,500 new jobs were
created, as compared to 68,000 over the same period a year earlier. At 5.2 percent and 4.8 percent,
respectively, growth was strongest in North Macedonia (supported by government programs!! and
rising demand in the country’s industrial zones), and Kosovo; it rose by slightly over 3 percent in
Albania and Montenegro. Serbia witnessed only a minor (0.7 percent) employment increase. Bosnia
and Herzegovina was the only country in the region to report an employment decline — of 2.4
percent. In most countries, the service sector, industry, and construction were the main sources of
job creation, while employment in agriculture continued to slide.

By comparison, in the EU peer countries, employment rose by 3.3 percent in Bulgaria and was below
1 percent in all the other countries. The service sector was the main driver of job creation in this
group of countries, pushed in particular by “human health and social work activities”; meanwhile,
industrial employment grew only in Bulgaria and Austria. Employment in agriculture grew in all EU
peer countries, with the exception of Austria.

®  The educational structure refers to the International Standard Classification of Education (ISCED), 2011: levels 0-2: early childhood
education and primary education; levels 3-4: lower secondary education and upper secondary education and post-secondary non-
tertiary education; levels 5-8: short-cycle tertiary education, bachelor or equivalent, master or equivalent, doctoral or equivalent.

10 Albania is not included in Table 1, because there are no quarterly data available by sector.

1 Programs refer to a set of active labor market programs (self-employment grants, various trainings) and wage subsidies.
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Table 1 / Employment change by sector, from 2018 Q2 to 2019 Q2

2018 Q2 - 2019 Q2, in thousands Western Balkan countries Peer countries

BA ME MK RS XK AT BG HR HU
Total - all NACE activities -19.6 7.5 39.2 19.7 16.6 25.7 105.5 7 36.3
Agriculture, forestry, and fishing 15.5 -2.6 -9.3 -15.9 5.0 -1.4 3.3 12.8 6.4
Industry -9.5 -1.6 12.2 4.3 8.4 3.1 30.1 -7.6 -5.8
Mining and quarrying . . 0.3 . -1.1 0.9 14 -1.8 -1.6
Manufacturing . -1.2 8.1 . 11.8 8.8 18.3 -4.9 3
Electricity, gas, steam, air cond. supply . 0.0 0.4 . -2.4 -4.2 7.9 2.2 -9.1
Water supply; sewerage, waste manag. . -0.4 3.4 . 0.1 -2.4 2.5 -3.1 1.9
Construction . 4.9 0.8 16.3 8.2 14.2 9.4 -3.2 4.2
Services -25.6 7.1 35.6 15.1 -5.0 9.8 62.7 5 315
Trade; repair of motor vehicles . 0.4 4.6 . 6.4 -5.3 -6.7 6 13.9
Transportation and storage . 0.5 3.8 . 2.0 -3.3 -0.9 7.8 15.5
Accommodation and food services . 1.3 3.8 . 1.5 9.1 24.1 -21.5 4.8
Information and communication . 0.2 3.1 . 0.1 0 2.1 11 26.1
Financial and insurance activities . -0.1 2.4 . -1.8 -10.3 -0.1 -3 -14.7
Real estate activities . . . . 0.2 3.2 -0.2 . -2.9
Professional, scientific and techn. act. . 3.2 2.9 . 1.9 4.5 11.5 -2 5.9
Administrative and support service act. . 1.4 5.1 . 4.2 -2.1 6.7 -2.4 -13.4
Public administration and defense . -1.1 0.1 . -3.4 -6.7 12.6 3.5 -25.3
Education . 0.0 0.1 . -5.4 12.7 -0.3 5 6.5
Human health and social work activities . 0.4 1.7 . -2.7 21.4 6.4 15.4 11.9
Arts, entertainment, and recreation . 0.2 7.8 . 0.6 3.3 2.1 -4.2 6.6
Other service activities . 0.6 11 . -8.9 -7.6 5.6 -4.7 -5.6
2018 Q2 - 2019 Q2, % Western Balkan countries Peer countries

BA ME MK RS XK AT BG HR HU
Total - all NACE activities -2.4 3.1 5.2 0.7 4.8 0.6 33 0.4 0.8
Agriculture, forestry, and fishing 12.0 -12.4 -7.6 -3.4 46.3 -0.9 1.5 133 3.0
Industry -3.6 -7.0 6.8 0.7 18.2 0.4 4.3 -2.2 -0.5
Mining and quarrying . . 4.8 . -36.7 15.5 4.9 -22.8 -11.0
Manufacturing . -7.9 5.5 . 35.9 13 3.1 -1.7 0.3
Electricity, gas, steam air cond. supply . 0.0 3.9 . -42.1 -14.7 20.1 12.2 -22.9
Water supply; sewerage, waste manag. . -7.8 24.8 . 2.2 -11.6 7.6 -9.7 33
Construction . 233 1.4 12.6 20.5 4.1 3.9 -2.8 1.2
Services -6.0 4.0 9.0 0.9 -2.0 0.3 3.1 0.5 1.1
Trade; repair of motor vehicles . 0.9 4.4 . 11.0 -0.8 -1.2 2.7 2.5
Transportation and storage . 3.9 10.4 . 17.5 -1.5 -0.4 7.7 5.4
Accommodation and food services . 6.4 11.1 . 6.9 3.6 13.9 -17.1 2.5
Information and communication . 3.9 24.8 . 0.8 0.0 2.1 1.7 239
Financial and insurance activities . -2.6 30.4 . -23.1 -7.4 -0.1 -6.7 -16.5
Real estate activities . . . . 66.7 9.1 -1.6 . -11.1
Professional, scientific and techn. act. . 314 15.9 . 29.2 1.7 10.5 -2.4 3.9
Administrative and support service act. . 111 33.1 . 45.7 -1.4 5.5 -5.0 -8.5
Public administration and defense . -5.2 0.2 . -12.6 -2.3 5.8 3.1 -6.0
Education . 0.0 0.2 . -13.3 4.4 -0.2 4.1 1.9
Human health and social work activities . 3.2 4.0 . -13.7 4.8 4.0 14.3 3.9
Arts, entertainment, and recreation . 3.4 67.8 . 14.3 4.6 4.4 -13.0 8.5
Other service activities . 8.7 8.4 . -48.1 -6.3 10.7 -13.4 -5.7

Note: For Albania no quarterly data are available by sector. Bosnia and Herzegovina - Industry including construction (F).
Source: National statistical offices, based on LFS of the respective countries.
Click here to download table.

The main contribution to employment growth in the Western Balkans came from individuals with
higher levels of education; this was particularly the case in Albania, Montenegro, North
Macedonia and Serbia (Figure 6). By contrast, people with medium levels of education contributed
most to employment creation in Kosovo and North Macedonia, and to a lesser extent in
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Montenegro. In Bosnia and Herzegovina, only low-educated persons made any substantial
contribution to job creation; this was not, however, sufficient to offset the job losses of people with
medium and high levels of education.

By comparison, in the EU peer countries, the highly educated contributed most to employment
growth in Austria and Hungary; the medium-educated in Croatia; and those with the lowest level of
education in Bulgaria.

Figure 6 / Contribution to employment growth by educational attainment, from 2018 Q2 to
2019 Q2, in percentage points
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WB-6 AL BA ME MK RS XK AT BG HR HU

Note: Data on the educational structure are based on the International Standard Classification of Education (ISCED), 2011: levels 0-2: early
childhood education and primary education; levels 3-4: lower secondary education and upper secondary education and post-secondary
non-tertiary education; levels 5-8: short-cycle tertiary education, bachelor or equivalent, master or equivalent, doctoral or equivalent. BA
— refers to contributions April 2018, vs. April 2019.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.

Women experienced faster employment growth (2.6 percent) than men (1.1 percent) in the
Western Balkans overall, but differences existed across the countries (Table 2). In the peer
countries, employment growth was similar for women and men in Austria and Bulgaria; in Hungary,
the employment of men grew more rapidly than that of women; in Croatia, male employment
increased, while female jobs were lost.

The rise in employment in the Western Balkans was particularly pronounced for the younger and
older age groups but was negligible for the prime-age group (25-54 years). In the peer countries,
youth employment fell, particularly in Austria and Hungary, but gains were reported among the
older age group in all countries.
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Table 2 / Employment growth, from 2018 Q2 to 2019 Q2

growth in thousands Gender Age Education

Total Male Female 15-24  25-54  55-64 Low Medium High
Western Balkans 105.5 38.9 66.6 24.3 6.5 41.1 39.2 4.6 61.8
Albania 42.0 19.4 22.6 2.6 24.6 11.4 10.9 -2.2 334
Bosnia and Herzegovina -19.6 -20.3 0.7 0.2 -51.8 16.9 7.0 -15.5 -11.0
Montenegro 7.5 5.0 2.5 3.2 -0.4 3.6 -6.0 6.1 7.4
North Macedonia 39.2 245 14.7 9.6 28.8 3.2 7.1 18.6 13.6
Serbia 19.7 4.2 15.5 0.6 1.8 1.0 12.6 -12.9 20.0
Kosovo 16.6 6.1 10.5 8.1 3.5 4.9 7.6 10.5 -1.5
Austria 25.7 12.7 13.0 -10.7 11.3 31.8 -10.9 -37.2 73.7
Bulgaria 105.5 55.0 50.4 11 54.9 31.0 51.7 394 14.5
Croatia 7.0 205 -13.6 59 -15.5 9.2 -4.7 9.2 25
Hungary 36.3 29.0 7.2 -10.3 18.1 7.6 -1.6 -23.2 61.1
growth in % Gender Age Education

Total Male Female 15-24  25-54  55-64 Low Medium High
Western Balkans 1.7 1.1 2.6 5.5 0.1 3.8 2.9 0.1 4.2
Albania 3.4 2.8 4.2 2.2 3.0 5.2 2.0 -0.5 14.2
Bosnia and Herzegovina -24 -3.9 0.2 0.3 -9.0 10.9 5.7 -2.8 -7.9
Montenegro 3.1 3.7 2.4 13.8 -0.3 10.1 -21.7 4.3 10.8
North Macedonia 5.2 5.4 4.9 21.8 4.9 2.8 5.1 4.4 7.1
Serbia 0.7 0.3 1.2 0.4 0.1 0.2 2.6 -0.8 2.7
Kosovo 4.8 2.2 14.7 244 1.4 9.6 17.0 5.1 -1.6
Austria 0.6 0.6 0.6 -2.3 0.4 5.1 -2.0 -1.6 5.0
Bulgaria 3.3 3.3 3.4 0.8 2.3 5.3 14.6 2.2 1.4
Croatia 0.4 2.3 -1.8 5.1 -1.2 3.5 -3.3 0.9 0.5
Hungary 0.8 1.2 0.4 -3.5 0.5 11 -0.3 -0.8 5.1

Note: For the definition of the educational structure, see Figure 6 above.
Source: SEE Jobs Gateway, based on data provided by national statistical offices and Eurostat.
Click here to download table.

EMPLOYMENT RATES

Employment rates (15-64 years) increased in all Western Balkan countries between 2018 Q2 and
2019 Q2 but were still far below European standards (Figure 7). For the six Western Balkan
countries as a whole, the employment rate rose by 1.7 percentage points, to 54.6 percent of the
population aged 15-64 in 2019 Q2. There were, however, large variations in the employment rate
across the region — from around 30 percent in Kosovo to 61 percent in Albania and Serbia. In the EU
peer countries, employment rates varied between 61 percent in Croatia and 73 percent in Austria. In
2019, the employment rate was above the 2012 level in both the Western Balkans and the peer
countries.

Between 2018 Q2 and 2019 Q2, employment rates increased for both men and women throughout
the region (except in Kosovo) but remained low compared to the EU peer countries. In 2019 Q2, the
employment rate of women was below that of men in both the Western Balkan and EU peer
countries. In most countries, however, the gap between male and female employment rates
narrowed.
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Figure 7 / Employment rates (15-64 years), in %
Western Balkan countries EU peer countries
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Note: Data for 2019 refer to the average of the first two quarters. Data for Kosovo (and thus the region as a whole) available beginning in
2012. For country-specific methodologies, see the statistical annex of the respective country.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.

INFORMAL EMPLOYMENT

Employment in the informal sector remained persistently high in Albania, North Macedonia, and
Serbia, the three countries for which data are available (Figure 8).12 Between 2018 Q2 and 2019
Q2, the number of those employed informally declined by 42,950 in Serbia and by 14,600 in North
Macedonia but increased by more than 30,000 in Albania. Since 2014, employment in the informal
sector has declined in all three countries, but with alternating increases and decreases in each year.

12 Data on informality are collected regularly by the labor force surveys of Albania, North Macedonia, and Serbia only; all use the

comprehensive International Labour Organization (ILO) definition of informal employment. Accordingly, informal employment covers
(1) Self-employed in unregistered businesses, (2) Wage workers without a written contract, and (3) Unpaid family workers. For other
countries such as Kosovo and Bosnia and Herzegovina, the LFS collects information about unstable employment (Kosovo) or other
categories of employment that are not part of administrative data sources but could include informal employment (Bosnia and
Herzegovina). Nevertheless, according to the respective statistical offices, this information is not representative of informal
employment.
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Figure 8 / Informal employment, share of total employment, in %
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Source: SEE Jobs Gateway Database.
Click here to download figure.

Self-employment continued to be the prevalent type of informal employment, whereas unpaid
family work was becoming less important. The incidence of informal employment is higher for men
than for women, and for those with low and medium levels of education than for the highly
educated (Table 3). Informal employment is still predominant in agriculture, but its share is
declining.®®

Table 3 / Informal-sector employment — selected indicators

Albania North Macedonia Serbia

2014 2018 2014 2018 2014 2018
Informal employment, in thousands 532.2 455.3 156.0 140.8 542.5 553.8
Share in total employment 51.3 37.0 22.6 18.6 21.2 19.5
Sectors, share in %
Agriculture . . 63.8 59.0 70.2 61.7
Non-agriculture . . 36.2 41.0 29.8 38.3
Gender, share in %
Male 55.0 55.5 65.9 67.4 54.7 54.0
Female 45.0 44.5 34.1 32.6 45.3 46.0
Age, share in %
15-24 11.3 12.6 13.0 9.2 8.0 7.7
25-54 69.5 62.7 71.9 66.5 55.9 54.4
55-64 15.9 18.5 12.7 18.2 22.4 21.5
Education, share in %
Low educated 61.1 61.0 57.5 50.7 48.2 43.2
Medium educated 33.9 33.6 37.9 43.3 46.6 50.0
Highly educated 5.1 5.3 4.5 6.1 5.2 6.9
Type share, in %
Self-employed . . 41.7 47.8 42.2 45.8
Wage workers without contract . . 15.2 14.6 18.8 25.8
Unpaid family workers . . 43.1 37.6 39.1 28.5

Note: For Albania, no data are available by sector and type of informal employment. Data on informal employment are not available in the
labor force surveys of Bosnia and Herzegovina, Kosovo, or Montenegro.

Source: SEE Jobs Gateway Database.

Click here to download table.

13 For further details, see World Bank and wiiw (2019).
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5. Unemployment

Except in Montenegro, unemployment continued to fall across the Western Balkans, reaching new
historic lows in all countries. Notwithstanding these improvements, unemployment rates in the
region remained elevated compared with the EU peer countries. Although the economic
environment was less favorable than in the preceding year, the number of unemployed fell by
156,300 between 2018 Q2 and 2019 Q2, compared to a fall of 65,000 in the previous year. The
overall unemployment rate stood at 13.3 percent in 2019 Q2, down 2 percentage points from 2018
Q2 (Figure 9). With the exception of Albania, unemployment was higher for women than for men,
which is particularly true for Kosovo, but also Bosnia and Herzegovina, Montenegro and North
Macedonia. In Albania and Serbia, the differences are less pronounced. Decreases in unemployment
were also recorded in the EU peer countries. There, unemployment was lower for women than for
men in Austria and Bulgaria, but considerably higher for women in Croatia. Emigration, both from
the Western Balkan countries and from the EU peer countries of Bulgaria, Croatia, and Hungary were
key to the reduction in unemployment.

Figure 9 / Unemployment rates, in %
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Note: Data for 2019 refer to the average of the first two quarters. Data for Kosovo (and thus the region as a whole) available beginning in
2012. For country-specific methodologies, see the statistical annex of the respective country.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.
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LONG-TERM UNEMPLOYMENT

Long-term unemployment!* continued to decline as in previous years, but it remained a salient
feature of the region’s labor market. Long-term unemployment in the Western Balkans fell by
127,000 to 649,700 (8.8 percent of the labor force) between 2018 Q2 and 2019 Q2. Overall, the
share of long-term unemployment in total unemployment in the region fell from 68.4 percent in
2018 to 66.3 percent in 2019. But there were huge variations across countries, ranging from close to
60 percent in Serbia to 78 percent in Montenegro (Figure 10). The share of long-term unemployment
also decreased between 2018 and 2019 in the EU peer countries. With the exception of Bulgaria, the
share of long-term unemployment in this group of countries was much lower than in the Western
Balkans. Overall, there is a clear relationship between the rate of unemployment and the proportion
of long-term unemployment (Figure 11). Countries with a high unemployment rate tend to have
higher shares of long-term unemployment and vice versa.

Figure 10 / Long-term unemployed as a share of total unemployed, in %
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Note: Data for 2019 refer to the average of the first two quarters. Data for Kosovo (and thus the region as a whole) available beginning in
2012. For country-specific methodologies, see the statistical annex of the respective country.

Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.

Click here to download figure.

14 Long-term unemployment refers to persons unemployed for 12 months or more.
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Figure 11 / Long-term unemployment share and unemployment rate, 2019 Q2
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Note: For country-specific methodologies, see the statistical annex of the respective country.
Source: SEE Jobs Gateway Database, based on data provided by national statistical offices and Eurostat.
Click here to download figure.

The risk of long-term unemployment in the Western Balkans continued to be higher for men than for
women, and for those with lower and medium levels of education, compared to those with higher
levels. In the peer countries men and women were equally affected by long-term unemployment in
Austria and in Hungary, in Croatia the incidence was higher for women and in Bulgaria for men. In
Austria and Hungary reporting data on the educational attainment of long-term unemployed it was
highest among those with the lowest levels of education.

YOUTH UNEMPLOYMENT

Youth unemployment in the Western Balkans continued its downward trend, but despite declining
the situation of the young in the labor market remains alarming. In 2019 Q2, it stood at 30.4
percent, 4 percentage points lower than in 2018 Q2. The youth unemployment rate was higher for
females (33.4 percent) than for males (28.7 percent) in 2019, whereas in 2018 the opposite was the
case (F