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Young people and their transition to decent work
in the Western Balkans

“...decent employment for young people cannot béiaged through fragmented and
isolated interventions. It requires long-term, sagted and concerted action that builds
upon an integrated strategy for growth and job cteen”
[Subregional Tripartite Meeting of Experts on Dedémployment for Young People,
Ljubljana, December 200 onclusion$

Introduction

Nearly two decades of socio-economic transformatiave profoundly changed the
Western Balkan subregidriThe current generation of young people in the egibn is
facing new challenges and opportunifids.comparison with their parents, young people
today are confronted with a labour market that nganized along the principles of a
market economy. The conflicts that devastated ¢igeon throughout the 1990s are now
behind them. In parallel, globalization has changbé world economy. Trade
liberalization and intensified competition, rapiéctinological change and a new
organization of work have had an impact on the enves of the Western Balkans.
Nevertheless, the challenge facing young peoplairgrsimilar to that of their parents
20 years ago: how to participate in their commesitand society at large in decent and
productive jobs through which they can realize rtHall potential and achieve their
aspirations.

The integration of young people into the labour kets in the Western Balkan
subregion has become a pressing issue. In partgh®f subregion, the youth
unemployment rates, at well above 50 per cent,tla@ehighest in the world. These
alarmingly high rates are compounded by the inangasumbers of young men and
women who are trapped in the informal economy @ratarious work. Over 40 per cent
of young workers are in temporary jobs, while apprately 44 per cent are estimated to
be engaged in informal employment with no employmesntract or social security
coverage. Furthermore, the number of young workidrs have become discouraged in
their search for a job, but who are available aiiting to work, amounts to 5.6 per cent
of the total youth population, which could add atireated 10 per cent to the ILO youth
unemployment rate for the subregion.

Interventions have been developed throughout tlheegion to address the youth
employment challenge. They have mostly consisted pobgrammes to curb
unemployment in urban areas, usually targeted ghlyveducated young people.
However, fewer resources have been devoted tordegignd implementing policies to

! The regional grouping “Western Balkans” includédbania, Bosnia and Herzegovina, Croatia, the
Former Yugoslav Republic of Macedonia (FYR MacedpniMontenegro, Serbia. This paper also
examines the situation of the youth labour markeKosovo as a territory administered by the United
Nations pursuant to United Nations Security CouRe&stolution No. 1244.

2 In line with international statistics and indicetp“young people” or “young workers” are those cge
between 15 and 24. Some countries in the subrdgier already expanded the definition to include the
25-29 cohort. Adult workers are accordingly consédeto be those aged between 25 and 64 years.



improve the employment prospects of all young p&ssor, in parallel, targeted
interventions that address the labour market desaidges accumulated by many young
workers, especially those who are most at riskoofad exclusion.

The issue of youth employment in the Western Balkams discussed at the
Subregional Tripartite Meeting of Experts on Decémiployment for Young People,
organized jointly by the ILO and the Ministry of thaur, Family and Social Affairs of
Slovenia (Ljubljana, December 2007). During the Meg experts from the Western
Balkans and Slovenia shared national experiencegaod practice, as well as identifying
priority areas for future action by governments aathployers’ and workers’
organization$. The subject of youth employment is consonant with priorities of the
Slovenian Presidency of the European Union, whiatlude the advancement of the
European Union’s strategy “Growth and Jobs”, ad aelbringing a new focus on the
Western Balkan$. The Presidency’s Programme devotes particularntite to
improving the employment prospects of young people topic was also discussed at
the informal meeting of employment and social asfaninisters and at the Conference
“Jobs for Youth - Prosperity for All”, held in Brdd&lovenia, in March and April this
year.

In recent years the ILO has devoted increasinguress and attention to youth
employment in the context of its promotion of dedcevork. The follow-up to the
Resolution concerning youth employment adopted bg tnternational Labour
Conference in 2005 and the Conclusions of the SkvEmropean Regional Meeting
(Budapest, 2005) has included the developmenttetlanical assistance programme on
youth employment in the Western Balkans. This mogne combines research and
technical cooperation. The research is designadpoove knowledge of youth labour
markets, while the technical cooperation includes provision of technical assistance
and advisory services on youth employment polieied programmes as part of Decent
Work Country Programmes. Technical cooperationqmtgj on youth employment are
currently being carried out in Albania and Serlig,well as in Kosovo. The projects are
funded by the Governments of Italy and Spain.

The main purpose of this paper is to shed lightr@ncurrent situation of young
people in the labour markets of the Western BalkEiasvever, the literature on this topic
is limited. The analysis presented below is theeefmased on the research that is being
conducted by the ILO to increase knowledge and rstaieding of the quantitative and
gualitative factors shaping the youth employmerallelnge in south eastern Europe, the
Republic of Moldova and Ukrairte.

® These areas of action are included in the Cormhgsdf the Meeting. See
http://www.ilo.org/public/english/region/eurpro/baest/employ/ljubljana.htm

* The Programme of the Slovenian Presidency carobmldaded at:
http://www.eu2008.si/includes/Downloads/misc/praafdrogramme_en.pdf

> In 2007, the ILO analysed the youth labour marketshe Western Balkan subregion, as well as in
Bulgaria, Republic of Moldova, Romania, Slovenia &fkraine. A similar exercise was conducted in 2005
for Kosovo. If not otherwise indicated, the youtbdur market indicators presented in this chapter a
drawn from these studies. Data for 2001 are froneKK@and SagetUnderstanding youth labour market
disadvantage: Evidence from south-east Europaternational Labour Review, Vol. 144(2), 200%e
data on the overall labour market are from the Uahmarket analysis conducted by the ILO for the i@ou
Reviews of Employment Policy (CREPS) can be dowshdokat
http://www.ilo.org/public/english/region/eurpro/baest/employ/creps.htm




This paper reviews the main indicators of the yolahour market, presents
information on the school-to-work transition of ymupeople and outlines some of the
implications for policies affecting youth employnteit concludes by suggesting some
approaches and areas on which future work andgiiaelon youth employment in the
subregion could focus.



1. The youth labour market

In view of the close relationship between aggredab®ur demand and youth
employment prospects, an overview is first providgdrecent developments in the
overall labour market in the Western Balkan coegstrillustrating both the common
trends and national differences.

After a sharp decline at the beginning of the titsaors period, the economies of
the Western Balkan subregion started to recovef g mid-1990s, attaining an average
annual growth rate of 5.7 per cent over the pe?@@d4-06, which was more than double
that of the EU-27 (2.4 per cent). Neverthelesshasvn in Figure 1 below, employment
growth remained negative until 2004, before thaead@ment of a very modest increase
in employment over the triennium 2004-06 (averagih@ per cent). The overall
employment rate fell almost every year, reaching 4#r cent in 2006, which was over
20 per cent lower than the EU-27 rate of 64.3 paettThe data for the Western Balkans
show that the subregion experienced the same patibless growth as the countries of
Central and south-eastern Europe (CSEE) over thme geeriod, at least with regard to
jobs in the formal economfy.During the period 2004-06, Croatia and the Former
Yugoslav Republic of Macedonia achieved an ovemaiployment growth rate that was
higher than the overall average for the Westernkded (1.1 and 1.6 per cent,
respectively). Although the Serbian economy pergnabove the average for the
subregion, with a growth rate of 6.8 per centeitgployment rate hardly moved (-0.2 per
cent). The employment rates in Kosovo and Bosnhterzegovina are extremely low
(29 and 35 per cent, respectively), but are closthé EU average in Albania (59.4 per
cent). However, women’s employment rates are aqodat cause of concern as they are
on average 20 per cent lower than those of men.

Figure 1: Trends in annual GDP and employment growth in the Western Balkans (2001 — 2006)

T
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—a— Employment growth

Source: ILO calculations based on UNECE database

® See Cazes and Nesporova, “Combining flexibilitg aecurity for employment and decent work in the
Western Balkans”, irSouth-East Europe Review for Labour and Social issffa/ol. 9(2), 2006, for
analysis of the GDP and employment trends in thetéfe Balkans during the decade 1995-2004.

" From 1991 to 2003, the employment intensity ofwgtoin the countries of Central and Eastern Europe
deteriorated from 0.24 to -0.19. Over the sameoperyouth employment elasticities fared even worse,
declining from zero to -1.26 (youth employment &&itses provide a numerical measure of how youth
employment growth varies with growth in economidput — see: Kapso§he employment intensity of
growth: Trends and macroeconomic determinatt®, Employment Strategy Papers No. 12, 2005).



1.1. Youth population

A national population with a significant share afupg people can be both an
asset and a challenge. In the long term, a relgitixaing population offers the potential
of economic growtf.In the short term, it may increase pressure oriabeur market if
insufficient jobs are available for the increasmgmbers of young people leaving school.

The youth population peaked in the Western Ballegion before 1990 and the
share of young people is now falling at an anna# of just below 2 per cent. The
percentage of the youth cohort is between 13 anpet&ent in most of the subregion,
although Albania and Kosovo are exceptions. Thauladion of the latter is the youngest
in the subregion, with over half the populationnigeunder 25 years of age, while in
Albania the share is 46 per cent (see Figure 2wjeldhe massive international
migration flows of the 1990s have drastically chethdpoth the overall number and the
age structure of the Albanian population, with jeatar reference to the youth cohdrt.

Figure 2: Population by age group as percentage of total
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Source: ILO: Country analyses of the youth labour market, ILO, Budapest (forthcoming)

1.2. Trends in education

On average, the levels of primary education in riagion are quite high and
compare favourably with those of OECD economiegéneral. In 2005, the proportion
of children enrolled in primary education avera@dd8 per cent, with a gender parity
index (GPI) of 1:° Around the same year, the average youth literateywas over 98 per
cent! However, the picture changes greatly when examitiie enrolment rate of young

8 When young people are productively employed, timeyease per capitiacome. As they grow older,
accumulate assets and invest, they can generaterhigationalincome. In transition economies, the
contribution of demography to growth has been dated at 0.81 per cent, with actual growth in teohs
GDP per consumer of 0.61 per cent (see: Lee andbMdBack to basics: What is the demographic
dividend?”, inFinance and Developmenfol. 43(3), September, 2006).

° It is estimated that over 40 per cent of the wugkiage population is currently living abroad.
Approximately 60 per cent of Albanian migrants weetween the ages of 18 and 29 when they emigrated.
9 The youth literacy rate is used at the internatidevel as a proxy for assessing country progi@sards

the achievement of Millennium Development Goal 2.

M A gender parity index (GPI) of 1 indicates totatipy between the rates for girls and boys.



Roma and children from internally displaced andigek families. The rate of enrolment
of Roma in primary education is 66 per cent loweant that of the youth population in
general (see Figure 3 below). Although childrenrfrmternally displaced and refugee
families have enrolment rates that are equal to edhdahe population in general, they
experience a higher drop-out rate in primary edanand in the transition to secondary
education. For example, in Montenegro nearly 20 qaart of children from internally
displaced families do not complete primary educatio

Figure 3: Primary education enrolment of Roma children (per cent)
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Source: ILO calculations based on data from the UNDP and UN-MDGs databases

In terms of secondary school attendance, in 20@ @2 per cent of children in
the subregion continued their studies after conmgetompulsory education. However,
this rate was lower than the average for Centrabjgean countries (84 per cent) in the
same year. Gross enrolment rates in tertiary etucatere around 26 per cent. Both
secondary and tertiary enrolment ratios have bewmeasing steadily since 1991
throughout the Western Balkan subregion.

With regard to skills training, around 40 per cait students in secondary
education in the Western Balkans (58 per cent gskend 42 per cent of girls) are
enrolled in vocational education and training (VEIR) Montenegro, the figure is higher
with as many as 75 per cent of students in secgneduication being enrolled in VET
(see Figure 4 below). Conversely, only 14 per a#gnétudents in secondary education
attend VET in Albania, where the rate almost halekating the decade 1989-88.
Although the preferred areas for training dependh@mational context, the most popular
areas for girls are economics, law and administatfollowed by personal services,
trade, hotels and textile. Most boys are enrolledcivil, electrical and mechanical
engineering and many of them take subjects relatiigansport, agriculture and forestry.
These trends point to gender stereotyping in vonati education and training, which
may in turn lead to gender segregation in employraed occupation.

12 United Nations Children Fund (UNICEFJhe state of the world’s children 2008lew York, 2006;
UNESCO Institute for Statistic§tatistics in Brief2006; and the TRANSMONEE database, which can be
downloaded alttp://www.unicef-irc.org/databases/transmdnee

13 This decline was due to the closure of many voaali education and training schools in both rural a
urban areas as students increasingly enrolled iergé secondary schools. In 2005, Albania only B&d
vocational schools.




Figure 4: Share of secondary school students enrolled in vocational education and training
by sex (per cent, ca. 2005)
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Source: ILO extrapolation from UNESCO database

1.3  Youth labour force participation

In 2006, the share of young people in the Westaikdh labour force was 38.5
per cent. This rate is over 5 per cent lower tlinat of the EU-27, but higher than the EU
countries of Central and south-eastern Europe (BEE). There was also a divergence
of over 16 per cent between the rate in the Wedatkans and the worldwide rate of
54.7 per cent in 2008.Between 2001 and 2006, the average participatitnin the six
Western Balkan countries remained almost unchan@d4 and 35.1 per cent,
respectively), while it more than doubled in Kosdfrom 24.7 to 56.9 per cent).

L0, Global employment trends for youtBeneva, 2006.

!> Although the youth cohort in Kosovo has been grayin recent years, it is safe to assume that olhy
labour market indicators have not changed as mascteported by the results of the first labour force
survey (2001). The changes may largely be attridetto adjustments in survey methodology, different
periods of observation and an improvement in sarg@ind data collection.



Table 1: Key indicators of the youth labour market disaggregated by sex, ca. 2006 (per cent)

Country Labour Force Employment-to- Unemployment rate Inactivity rate
participation rate population ratio
Total | Men [Women| Total | Men |Women| Total | Men |Women| Total | Men | Women
Albania 36.6] 415 32.1 319 335 286 12.8 14.4 11.0 634 585 67.9
Bosnia and
Herzegovina 334 404 26.3 12.5 15.7 91 623 60.2 65.7| 66.6] 59.9 73.7
Croatia 359 399 31.6] 255 29.1 218 289 272 311 641 60.1 68.4
FYR
Macedonia 35.8] 42.0 29.3 14.4 17.2 114 59.7] 59.0 610 64.2[ 58.0 70.7
Montenegro 350 41.2 28.6 14.2 16.3 119 59.5| 604 58.2] 65.00 58.8 71.4
Serbia 358 40.8 30.6 18.7] 225 14.8] 477 449 51.7] 642 592 69.4
Kosovo 56.9] 62.8 515 2871 28.0 206 495 52.8 45.7) 431 37.2 48.5
Western
Balkans 38.5) 44.0 329 208/ 23.2 18.2] 458 45.6 46.3| 61.5 56.0 67.1
EU-CSEE* 333 374 29.00 27.20 31.0 23.3 181 n.a na 66.7 62.6 71.0
EU 27 441 474 406 364 394 334 173 1700 177 559 526 594

Key: * EU-Central and South Eastern Europe

Source: ILO: Country analyses of the youth labour market ILO, Budapest (forthcoming), based on the authors’ calculations
of labour force survey data (2005 living standard measurement survey for Albania). Data for EU countries are from
EUROSTAT.

As shown in Table 1 above, the highest participataies in 2006 were registered
in Kosovo and the lowest in Bosnia and Herzegovinathe same way as their adult
counterparts, the labour market participation @teeoung women is much lower than
that of young men. Across the subregion, there geder disparity of 11 per cent
betweertleyoung women and young men, while for adbksgender gap is a striking 20
per cent.

1.4  Youth employment

The overall youth employment-to-population ratio {employment rate”) in the
Western Balkans was 20.8 per cent in 2006 (23.Zeet for young men and 18.2 for
young women). Despite robust economic growth, tbatty employment rate in the
subregion fell by over 2 per cent between 2001 a006. The very low youth
employment rate shows that the economy is unabtzeate enough jobs in the formal
economy. The rate for the subregion compares unfabty with that of the EU, as well
as with the worldwide figure for 2005 (47.3 per g§ei®©nly in Croatia did the youth
employment rate increase (by almost 2 per cent) that period. The gain was quite
substantial for young men, but was more modesydoing women (24 and 7 per cent,
respectively). The biggest fall (nearly 5 per cem@ds in Albania. Data on youth
employment disaggregated by national origin or bfugee and internally displaced
status is largely unavailable in the subregion. v, a number of ad hoc surveys
suggest that the employment rates of young Romaaumalg internally displaced persons

16 Low wages combined with limited services to hedpancile work and family responsibilities mean that
it is not cost-effective for the household for wante enter the labour market. This is confirmedthusy
data on inactivity, which show that women are nlikely to be out of the labour force due to familgre
duties.



(IDPs) are between 5 and 10 per cent lower thamtkeage rates for youth employment
overall!” This characteristic holds true for most of thersgion, with the exception of
Montenegro, where the difference is more modest.

Employment by sector

In the same way as in the adult labour market,sém@ice sector is the largest
provider of jobs for young people (54.1 per cenewiployed youth, compared with 57.4
per cent for adults). Young workers are less nuoeein manufacturing than their adult
counterparts (21.5 per cent and 25.9 per centectisply), but are more likely to be
engaged in agriculture (24.4 per cent and 21.6 ceeit). Agriculture caters for the
survival needs of a large share of young workeralbania and the Former Yugoslav
Republic of Macedonia (64.9 and 33.5 per cent,getdely). A recent ILO assessment
has shown that many young persons in Albania engmgervival agriculture until they
have the opportunity to migrate, either internadly internationally. The structure of
youth employment elsewhere in the Western Balksusgmilar to that of the EU-27, with
the vast majority of young persons working in teevice sector.

Status in employment

Almost 68 per cent of young workers in the Westgatkans are engaged in wage
employment. The percentage of self-employed youngkers is half the rate for adult
workers (10.9 compared with 20 per cent), with ypuBosnians being the most
entrepreneurial in the region. The rate of youngn nmeself-employment (13.2 per cent)
is almost double that of young women (7.3 per cehs)in other regions of the world,
young persons prefer to acquire their skills anakwexperience through salaried work
before entering self-employment. The number of gpparsons engaged in family work
is more than three times the rate for adults (2brGpared with 6 per cent). This suggests
that young persons are more prone to underemplaytham adults. In this respect,
Albania has the highest rate in the Western Balkaitls over 57 per cent of young
workers being engaged in family work. The privageter accounts for almost 84 per cent
of young persons who are in wage employment, wisid®0 per cent higher than the rate
for adults in the subregion.

Type of contract

The percentages of young workers engaged in fod-gart-time employment (84
and 16 per cent, respectively) are quite similathtzse of adult workers (86 and 14 per
cent, respectively). Moreover, in this respectéherno major difference between young
men and women, contrary to the situation for adultkers (17.4 per cent of women are
in part-time work, compared with 12.1 per cent oénpn The percentage of young
persons engaged in involuntary part-time work sahetween one-third and one quarter
of all young part-time workers. For example, ab8Gt per cent of young part-time
workers in Croatia and 22 per cent in Serbia werpart-time work because they could

7 A regional survey conducted by UNDP in 2004 fotimat the employment prospects of young Roma and
internally displaced persons (IDPs) in the 15-28 ggoup are bleaker than those of young persons in
general living in proximity to communities of Rormaad internally displaced persons. The UNDP dataset
from these surveys is available onlinéhtip://vulnerability.undp.sk




not find full-time employment. It would be usefwrfthese data to be collected more
systematically as a basis for analysing time-rdlatederemployment, for which data are
not available for most of the Western Balkan suimegThe incidence of part-time
employment among young Croatians is the lowedtérrégion (8.7 per cent.

The past few years have seen the increasing ueedfterm contracts for new
recruits. In 2006, around 41 per cent of all yowagkers in the subregion were engaged
under a fixed-term contract, which is in line witte figure for the EU-CSEE and EU-27
(41.9 and 41.5 per cent, respectively). In the sygeae, there were 2.6 young workers in
temporary employment for every all-age worker ia Western Balkans. In Albania, this
ratio was lower at just one, while it was closefdar in the FYR of Macedonia (see
Figure 5 below).

Figure 5: Ratio of temporary work for youth and all-age workers
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Source: ILO calculations based on data from 2006 national labour force surveys for the Western
Balkans (WB) and EUROSTAT for EU-27 and EU-CSEE.

Informal employment

There are no uniform criteria that are used adiuss&Vestern Balkans to measure
informal employment. However, based on househotdess, it is estimated that about
44 per cent of young workers are engaged in infoengployment. The high share of
young informal workers confirms the poor qualityyoiuth employment in the subregion,
where many young workers do not enjoy basic rigtitsvork: they do not have an
employment contract, nor are they covered by heaftrance or pension contributions.
For example, it is estimated that 70 per cent afngoworkers in Albania are not covered

18 Eurostat online database.

10



by social security. In 2005, about 37 per centaifing workers in Montenegro did not
have an employment contrdétFigure 6 provides some numerical estimates of the
magnitude of informal youth employment.

Figure 6: Estimates of the incidence of informal employment among young workers (per cent)
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Source: ILO: Country analyses of the youth labour market, ILO, Budapest (forthcoming)

A key characteristic of the informal economy in iNMestern Balkans is therefore
the over-representation of young people. Where migaleestimates are available,
informality is seen to be higher amongst teenagenspared to young adults and among
young workers (15-24) compared to workers aged &b @ver (see Figure 7 below).
With regard to gender differences, the existinglence suggests that the rate of informal
employment is around 40 per cent for young men3nper cent for young woméh.

Figure 7: Incidence of informal employment by age group (per cent)
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Source: Data are from labour force surveys (2006 for Bosnia and Herzegovina and 2005 for
FYR Macedonia and Serbia)

¥ European Training Foundatiohabour market review of Montenegr@006. Country data are from
various labour force surveys (Boshia and HerzeggviFYR Macedonia, Croatia and Montenegro) and
living standard measurement surveys (Albania amti&e

2 This gender difference is due to the fact thatngpwomen generally participate less in the laboarket
(they tend to have a higher school attendancethate young men) and, when they do participate, érey
more likely to be unemployed than employed (in kbthformal and the informal economy).
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Another characteristic concerns the incidence &rmal work by educational
level: young workers engaged in informal work ayeadmd large those who have only
completed primary education or less (over 80 pat okthe young workers concerned in
both Bosnia and Herzegovina and Serbia), whilee¢hwsgh tertiary education are the
least numerous (around 20 per cent in Serbia andp&0 cent in Bosnia and
Herzegovina¥* In terms of the sectoral composition of informalptoyment, the highest
proportion of informal workers are in agriculturadaservices. Unfortunately, data are
scarce on the composition of the informal workforog subsector. However, in
Montenegro and Bosnia and Herzegovina, a largegptiop of informal young workers
are engaged in occupations relating to hotels esthurant$’ The available data show
that the incidence of informal employment amongng®oma and internally displaced
persons in the 15-29 age bracket is much highar that of the youth population in
general living in the proximity of communities ofoRa and internally displaced
persons> This applies throughout the subregion, with theegtion of Albania (see
Figure 8 below).

Figure 8: Incidence of informal employment among young Roma and internally displaced persons
(per cent)
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Wages and hours of work

Data are scarce on conditions of work for moshefdubregion. The information
that can be drawn from household budget surveyge®lto wages and hours of work.
Other measures of the quality of employment andditimms of work are discussed in
section 2 below.

#0'Higgins, Young people and the informal economy in the Wesatkans background paper prepared
for the Subregional Tripartite Meeting of Experts Decent Employment for Young People, Ljubljana,
December 2007, ILO (unpublished).

22 |bid.

% The UNDP dataset from these surveys is availaflie® athttp://vulnerability.undp.sk
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Young workers in the subregion earn 20 per ceisttlean adulté? In Bosnia and
Herzegovina, the difference is 30 per cent. Theevggp between young women and
young men is about 20 per cent. There are simifé&rdnces between the wages of
teenage workers (15-19) and of those of young adR@-24). For instance, the wage gap
in Croatia between young workers and adult workerapproximately 18 per cent, but
this figure doubles when the average wages of tbeking population as a whole are
compared with those of teenage workers. Educatohtiaining offer a wage premium.
In Kosovo, for example, young workers who have cleteol secondary education on
average earn over 20 per cent more than thoseowiyhprimary education, but almost 18
per cent less than young workers who have complatgter education. The earnings of
the self-employed, especially in skilled trade® higher than the salaries paid in the
same occupations. Finally, in terms of hours of kygoung people in the subregion
work 42 hours a week on average, which is comparaith the hours of work of their
adult counterparts. However, there are still maayng people who work between 42
and 49 hours a week, with almost 23 per cent ohgonorkers engaging in excessively
long hours (50 hours or more a week).

1.5 Youth unemployment

Youth unemployment remains a daunting challengehs Western Balkans.
Almost 46 per cent of young people in the subregidabour force were unemployed
between 2005 and 2006 (the rate was 45.6 per oegbiing men and 46.3 per cent for
young women). In comparison, the rate for the EU22006 was 17.3 per cent, while
the worldwide rate was 13.5 per cent in 2005.

With rates of around 50 per cent, most of the Waskalkans countries and
Kosovo have the highest rates of youth unemploynmetite world, with teenagers being
at a greater disadvantage than young adults (5aaad with 43 per cent, respectively).
The disadvantage of young workers in relation taoltadis such that there are 2.4
unemployed young persons for every unemployed a@uwiér the past five years, youth
unemployment in the subregion has increased by 5qye®° Croatia is the only country
in the subregion that has succeeded in drasticatlycing the youth unemployment rate
over that period (a reduction of 12.2 per cent).

The youth unemployment ratio (the share of unengdoyouth in the total youth
population) is another indicator of the disadvaatay young workers in terms of
unemployment. Together with the employment andtinéyg rates, it gives a picture of
the distribution of youth by activity status (seegufe 9). The average youth
unemployment ratio for the region is 17.5 per c&hte highest ratio (28.2 per cent) is in
Kosovo, followed by FYR Macedonia (21.5 per centjile the ratios are lowest in
Albania (5.5 per cent) and Croatia (10.3 per cent).

24 Over the period 2001-2006, net wages in the foenahomy increased throughout the Western Balkans.
However, data for Serbia indicate that these irs@gavere lower than productivity gains. See Aragwler

and VukojevicLabor costs and labor taxes in the Western Balksvarld Bank, February 2008.

% This figure excludes Kosovo.
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Figure 9: Distribution of youth population by activity status, ca. 2006 (per cent)
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Source: ILO: Country analyses of the youth labour market, ILO, Budapest (forthcoming)

The correlation between educational attainmentwar@mnployment, in the sense
that the higher the level of educational attainmehe lower the rate of youth
unemployment, is generally valid throughout thersglon. Nevertheless, there is also
the problem almost everywhere of the “educated’myrieyed (for example, the number
of unemployed youth with secondary education isaétpu or greater than the number of
unemployed youth who have only completed primamycation). Although in most of
the subregion the unemployment rate does not diffiech between young people who
have only primary education and those with secon@aucation, it is important to
analyse this trend in conjuction with both employand inactivity rates. For example,
in Serbia young people who have completed secondathycation have higher
employment rates than their peers with a lower ll®@feeducational attainment (their
employment rate is nearly three times higher); théso experience a lower rate of
informal employment (25 per cent lower) and of inaty (30 per cent lower).

1.6  Youth inactivity and discouragement

The high levels of inactivity are another importastiaracteristic of labour
markets in the Western Balkans, where 36.6 perafetie working age population is out
of the labour force. Around 2006, the rate of youn#wctivity was 61.5 per cent. However,
this figure is meaningless unless it is read injwoction with the number of young
persons who are not in the labour force becausedre engaged in education. Inactive
young persons, excluding students, amount to arduihgber cent of the total youth
population in the subregion. Young women have adrgnactivity rate than young men
(12.5 compared with 9.6 per cent).

As noted above, young persons with low levels afcational attainment account
for most of those who are inactive or not in schddie rate of inactivity among young
persons for reasons other than education is loweStoatia (3.2 per cent) and highest in
Albania (12.8 per cent). Researchers have recstdlyed to pay increased attention to
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the indicator that measures the percentage of wehthare neither in employment nor in
education or training (NEET). However, even thotigh non-employment rate offers the
advantage of aggregating unemployment and inagtithtat is not due to school

attendance, it does not offer much information poticy purposes. The category of
young persons which requires urgent attention st&1®f those who are involuntarily

inactive. These discouraged young workers are erfrihge of the labour market and
they would be likely to enter the labour forcehey felt that the economic situation or
their employment prospects could be improved. Tiheatson of these young persons
may give grounds for waiving the job-search requeat for the calculation of a relaxed
rate of unemployment for inactive youth who arelingl and available to work. Young

worker discouragement in the subregion is runningraaverage of 5.6 per cent of the
total youth population. This could add an estimal€d per cent to the ILO youth

unemployment rate in the subregion. In 2006, treesbf discouraged young workers in
the youth population was lowest in Croatia (aro@irzer cent) and highest in Bosnia and
Herzegovina (over 13 per cent).
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2. The transition to decent work for young people

The focus on the transition from school to work hasn an important innovation
in analysis of the youth labour market. It has yds¢en used in industrialized countries
over the past three decades, and more recentlglbadeen applied in middle- and low-
income countries. However, the notion adopted upndav is still too focused on
guantitative indicators, which do not take into@att the key challenge of improving the
guality of youth employment.

The framework of the transition from school to waérves to bring together
several issues that help in gaining a better utaleigg of the functioning of the youth
labour market and in shaping integrated youth egmpémnt policies, as highlighted by
ILO constituents at the international and regiotalels, and also at the recent
Subregional Tripartite Meeting on Decent Employnfentyoung People, which covered
the Western BalkarfS.

Traditional youth labour market indicators are ofi@eadequate to reflect the
multi-faceted difficulties that confront young pé®pn their transition to decent work.
Such indicators do not shed sufficient light on thembers of young people who are
working long hours under informal, intermittent am$ecure work arrangements or in
low productivity jobs, with meagre earnings andoav llevel of labour protection.
Similarly, the youth unemployment rate does noetako account the new reality of
discouragement, which has important socio-econ@omsequences, and therefore policy
implications.

Transition indicators help to measure the degresasé or difficulty experienced
by young people in their search for decent worke Tdtter is defined as work that is
productive, generates adequate income and guasamigkts at work and social
protection. On the basis of this definition, a sssful transition to decent work would
comprise all young people employed in a “careerp@mmanent job that allows them to
enjoy decent working conditions. The proposed fraor& distinguishes between three
major stages of transition, based on young peopie: vihave “not yet started” their
transition; are “in transition”, or in other wordse searching for decent work; or have
“transited” to a decent job. Table 2 illustrates tomposition of these indicators.

% See also the ILC Resolution concerning youth egmpnt, Geneva, June 2005, and the Conclusions of
the Seventh European Regional Meeting, Budapebtukey 2005.
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Table 2: Traditional and transition indicators

Traditional labour
Indicators of the transition from school to work
market indicators

Transition not In school
Inactivity rates . . .
Started Inactive (unwilling and/or unavailable for work)

In-school, but seeking work
Discouraged workers

In transition Unemployed
Workers with decent work deficits

Unemployment rate

Unemployment ratio

Workers wishing to change jobs to improve
working conditions

Employment rate Transition
. Employed in decent work
Employment ratio Completed

Source: Corbanese and Rosas, Young people’s transition to decent work: Evidence from Kosovo, ILO,
Employment Policy Papers No. 4, 2007.

The data available for the Western Balkans do Hotvaan in-depth analysis of
these composite indicatotsFor the purposes of the present paper, the céiloulaf the
share of youth in the “transition-not-started” stagcludes all youth who are at school
and those who are out of the labour force for reasher than discouragement. The “in-
transition” indicator comprises all youth who aneemployed, discouraged, engaged in
the informal economy or in precarious work. Duethe lack of detailed data, young
workers who have “transited” to decent work are snead by default.

In 2006, approximately 55 per cent of all younggdedn the subregion had not
started their transition. Around 47 per cent weileis school, with shares ranging from
fewer than one-third (Kosovo) to two-thirds (Creati These data indicate that a
significant share of young people in the regio® @@er cent) were neither in school nor in
the labour force. The reasons for inactivity intech by young workers were mostly
linked to family responsibilities (cited by youngmen more than young men) and poor
health or disability.

Young people in transition represented over onetthof the total youth
population (34.4 per cent). Most young people amsition were either unemployed (over
20 per cent of the total) or engaged in the infdrmeonomy (12 per cent). The
characteristics of “in-transition” youth differ fno country to country. For instance, in
Croatia there were fewer discouraged and unemplggadg workers, while the share of
youth with decent work deficits (over 8 per centswhigher than elsewhere in the
subregion, with the exception of Albania. The youtfemployment ratios (between 17
and 21 per cent) and the incidence of informal eyrpent (between 6 and 8 per cent)
were similar in Bosnia and Herzegovina, FYR Maceédoand Serbia. Conversely,
Albania had a low share of unemployed youth, butmmiigher rates of discouragement
(11.3 per cent) and informal employment (26.6 mat)c Another indicator that is useful
in measuring the quality of the transition is tirare of temporary workers in the total

%’ The data are for Albania, Bosnia and Herzegov@imaatia, FYR Macedonia and Serbia.
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youth population. This share was around 9 per teYR Macedonia. However, it is
only in Croatia that it is possible to measuredkient of involuntary temporary work, or
in other words the number of young workers whoesrgaged in temporary work because
they cannot find a permanent job. In 2006, youngkens in this situation accounted for
4.3 per cent of the youth population in Croatia.

Young workers who had transited to decent work espnted approximately 9
per cent of all youth in the subregion. Again, tfa@a show pronounced differences. The
highest share of youth who had transited to a cgobewas in Croatia and Serbia (17.3
and 11.8 per cent, respectively), while it was Istna Albania and Kosovo (4.5 and 4.7
per cent).

Detailed data on the quantity and quality of yoamployment and on the
composite transition indicators are only availaiole Kosovo, where the ILO conducted
an ad hoc survey in 2004. To facilitate understagdf the ease or difficulty of the
transition to decent work, the composite “in-traéiosi” indicator has been disaggregated
into six subcategories (see Figure 10). The tokealres of youngworkers still “in-
transition” was 59 per cent. Discouraged workemeasented 2.3 per cent of the youth
population, with the proportion of discouraged ygwomen being three times that of
young men. Over 4 per cent of all young people veareking work, even though they
were attending school. The young unemployed acedufdr 28 per cent of the whole
youth population. Furthermore, over 8 per cent lbfyaung persons were planning to
change their job due to poor working conditionsjlevi0 per cent of all young persons
were in a job with decent work deficits. This sulegary was second only to the
proportion of unemployed youth. The deficits in@ddexcessive hours of work (over 50
a week), the absence of an employment contracpamb leave (either annual or sick
leave) or pension contributions, and precariouskwor

Figure 10 Youth in transition (Kosovo, 2004)
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3. Implications for policies affecting youth employment

This paper highlights the complexity of the youthpdoyment challenge in the
region, in both quantitative and qualitative terrrs.so doing, it points to three main
policy areas that are of particular importance he tyouth labour market, namely
economic and social policy, education and trainpoticy and labour market policy. This
section discusses briefly the major implications tfeese three policy areas highlighted
by the experts attending the Tripartite Meetingpecember 2007.

3.1 Integrated strategies for growth and job creation

Given that youth employment is dependent on theadlvemployment situation,
policies to improve the employment prospects ofngppeople are more effective if they
are part of broader policies aimed at increasirggegpte demand. The policy framework
generally pursued in the Western Balkan subregemig to consider employment as
being a derivative of sound macro-economic poliayher than an objective in itself. The
stringent monetary and fiscal policies adopted dher past decade have succeeded in
stabilizing the balance of payments and in reducdnftation and the budget deficit.
However, progress has remained less than satisjaictderms of the growth of formal
employment, the improvement of living standards #redreduction of inequalities. Most
of the subregion continues to be trapped in a mdtfobless growth. Expansionary
policies are needed to generate higher rates ofedtieninvestment, productivity and
employment.

The poor employment record of recent years pointthé need for integrated,
coherent and multi-dimensional strategies for ghoatd jobs that address employment
as part of integrated economic and social policses, out youth-specific employment
objectives and include both efficiency and equéasgeéts. The attainment of job quality
objectives should be central to these strategieis. Would make it possible to redress the
decent work deficits faced by a vast number of goworkers, especially those engaged
in the informal economy.

The strategies could channel substantial resountegriority sectors with high
youth employment elasticity, which could have astabtial impact on employment
generation. This is particularly the case where stategies include employment-
intensive investment combined with human resou®&gelopment and training. For
example, agricultural policy could focus on impmyi competitiveness and shifting
subsistence farmers into better-paid off-farm emyplent. The development of
employment-intensive non-agricultural sectors, sashtourism and food processing,
could contribute to absorbing rural labour, therpbtentially increasing living standards.
Another focus area could revolve around the proomotf a business environment geared
to the creation of jobs through enterprise develemim This would require an
improvement in the legal framework applicable tdeeprises, as well as measures to
promote access to a broader range of financialnmmdfinancial services and to reduce
drastically the number of enterprises operatinghm informal economy. Finally, such
integrated strategies should be accompanied by ef secial policies aimed at reducing
poverty, redressing social exclusion and promadifgpalthy and productive youth labour
force. Specific aims of these social policies stowuiclude the promotion of gender
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equality and the integration of the most disadvgedayouth, such as Roma, internally
displaced persons and refuge®éith a view to ensuring that the youth employment
objectives established are achieved in practicdjoma action plans on youth
employment could be developed which identify clearcomes to be achieved within a
given timeframe.

The adoption of such an integrated approach regjgioacerted and coordinated
action spanning several ministries and ensuring #ohievement of long-term
development objectives and targets. It also regquegfective coordination between
central and local institutions, as well as betwgeblic and private agencies. As the
representatives of the main labour market actorpl@yers’ and workers’ organizations
should work in tandem with governments for the folaion and implementation of
employment strategies in general, and nationabagtlans on youth employment in
particular.

3.2 Fostering employability and productivity through education and
training policy

Globalization, trade liberalization and technol@yichange mean that countries
are having to adapt more quickly to remain competitKnowledge and skills are key
elements of employment strategies in view of thenpact in determining the
employability and competitiveness of the labourcé&rand in influencing the investment
climate of an economy.

Education and training systems that equip youngpleewith skills and work
experience can be effective in easing their traorsito decent work. These systems
should build the foundations for employability asheliver quality education and training
that is aligned with labour market requirements.eilfhfocus should be on the
development of flexible and employment-oriented atmmal education and training
systems centered around broad and competency-liesathg programmes that are
linked with work experience. The latter is an e$isgnngredient in overcoming the
reluctance to hire inexperienced young workers.

The introduction of national qualifications framek® can also be instrumental in
promoting occupational mobility and recognizing tkkills acquired through prior
learning. Modern curricula should combine both gpecific occupational skills that are
in demand in the labour market and general empibtyaskills, in the sense of skills that
help young people to communicate effectively, workeams, solve problems and, more
generally, cope with rapid changes in technology @re organization of work. Career
guidance is also effective in aligning the expectet of students with emerging
occupations and labour market opportunities.

Lifelong learning and workplace training contribtweimproving productivity and
promoting the quality of employment, especially fow-skilled youth, workers in the
informal economy and those in precarious forms ol
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3.3 Labour market policies to smooth the transition of young persons
to decent work

The role of labour market policies is to improvaugroemployment opportunities
by promoting the efficiency and equity of the labeuoarket. Employment protection
legislation (EPL), labour costs and active labowrket policies are often identified as
being important in promoting youth employment.

As indicated earlier, the liberalization of labdaw during the period between the
end of the 1990s and the beginning of the 2000sahathjor influence on the type of
employment contracts available to young workersweieer, the impact that the
liberalization of employment protection legislatiomas expected to have on the
employment prospects of young people has not naditezd. Youth employment
outcomes have actually worsened over recent y&ars.

As indicated in Table 3 below, despite the simil#PL indices in Albania,
Montenegro and Serbia, the youth unemployment ratégse countries vary from a low
of 12.8 per cent to nearly 60 per cent. Similadighough the EPL index in Croatia is
higher than the subregional average, its youth yph@yment rate is the second lowest in
the Western Balkans.

Table 3: EPL indices, youth unemployment and temporary employment

Component Indices EPL Youth
Country Year Regular | Temporary | Collective | Summar | unemployment
Contract: | Contracts | Dismissals Index rate (2006)
Albania 2008 1.8 1.9 3.4 21 12.8
Bosnia and Herzegovina 2007 2.0 2.9 3.3 2.6 62.3
Croatia 2003 2.7 2.8 25 2.7 28.9
FYR Macedonia 2008 2.1 3.8 3.8 3.1 59.7
Montenegro 2008 2.6 1.1 3.8 2.2 59.5
Serbia 2008 2.0 1.9 3.6 2.2 41.7

Note: The EPL index measures the degree of strictness of employment protection legislation. The index ranges from 0
(very liberal) to 6 (very restrictive).
Source: ILO database

The liberalization of employment protection legigla over recent years has not
been accompanied by an overall review of labourketgrolicies. The system of income
protection during unemployment and effective aasis in employment is a policy area
that calls for urgent review. Both the low leveldaimited coverage of unemployment
benefit mean that it is inadequate to promote ffieient allocation of resources in the
labour market, which has the effect of increasimg poverty risk and encouraging work
in the informal economy. Improving the enforcemehtlabour legislation is another

% See Cazes and Nesporotabour markets in transition: Balancing flexibilignd security in Central
and Eastern EuropdLO, 2003. This research found a statisticallgigmificant impact of the strictness of
employment protection legislation (EPL) on youthpémyment in Central and South Eastern European
countries and emphasized that the degree of stastaf EPL influences the type rather than the rurab
persons who are unemployed.
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issue that warrants serious consideration in d@eeduce the magnitude of the informal
economy, in which young workers are disproportietyatepresented. This would require
a combination of supportive strategies to prombeerights of young people at work and
to convince marginal enterprises that is in theieliests to comply with labour law. At
the same time, these strategies could includerfigasures to repress activities involving
the abuse of young people at work and harming tdewelopment, or which are
intolerable because of the use of child labour.

It is often argued that youth unemployment and rmim employment arise
largely as a response to high labour costs. Retedies have focused on both minimum
wages and payroll taxes as a means of curbing yao#mployment and reducing
informality among young workers. The evidence freaweral countries suggests that any
negative effects of minimum wages on the employnpeaspects of young people are
negligible. In Bosnia and Herzegovina, minimum wageels differ between the two
major entities: they are higher in the FederatibBasnia and Herzegovina than in the
Republika Srpska. Although it might be expected some quarters that youth
employment prospects would be more favourable @ l#tter, in reality the share of
young workers in the informal economy is higherthie Republika Srpska than in the
Federation. This would tend to confirm that thei@pbf reducing the minimum wage as
a means of increasing the prospects of decent ¥aorikoung people is unlikely to be
effective.

Another approach views the reduction of non-wadmua costs as a tool for
reducing unemployment and informality. Analysis ©éntral and Eastern European
countries has found that youth unemployment teadsse with higher payroll taxés.A
recent World Bank study has reviewed labour cost$ gayroll taxes in the Western
Balkans. It found that they are higher than thdsEW countries and are not progressive,
with a relatively heavy burden therefore falling tw-wage workers® A gradual
reduction of high payroll taxes could thereforedmearea to be explored in the Western
Balkan subregion, especially where youth unemploynaed informality are extremely
high. A general reduction of payroll taxes could @enajor incentive to improving
employment outcomes, especially for young peoplaother measure could be a
temporary reduction of payroll taxes for entergib@ing young people, especially those
who are in the greatest difficulty in the labourrked. Evaluations of these measures
conducted in EU and OECD countries have found tthey have a beneficial impact on
youth employment! However, evaluations point to the importance ahhibe duration
and the level of any reduction of payroll taxeswa#l as their potential distortion effects,
in terms of deadweight loss and displacement, éytlre not targeted at the most
disadvantaged workers or at the geographical avdzre youth unemployment is
particularly acute.

Active labour market policies and programmes (ALMRave increasingly been
used by many countries to improve the labour markegration of young people. Their
functions are to mediate between labour supply @mahand, mitigate education and
labour market failures and promote efficiency, gguyrowth and social justice. In line
with this international trend, active labour margeticies have been introduced recently

29 Cazes and Nesporova, 2003, op. cit.

30 Ardarenko and Vukojevic, 2008, op. cit.

3L 1LO, Starting right: Decent work for young peopl&eneva, 2004; World BankVorld Development
Report 2007: Development and the next generatidashington DC, 2006.
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in the Western Balkan subregion, mainly as remadsures in response to perceived
labour market problems.

The design and implementation of ALMPs requiresecehce and the sequencing
of the various employment and labour market sesviEer example, counselling and job
search assistance can be more effective and le$ly toan other measures in helping
young persons to find a job. Training programmes @wore effective in improving
employability when they encompass on-the-job lesyniand work experience.
Employment subsidies work best when they are sgutateted and have a strong
learning and training component. Moreover, self-Eyment measures involving the
provision of credit for business start-ups may becsssful if they are supplemented by
entrepreneurship training and other non-finanaavises. The evaluations carried out in
a number of countries have demonstrated that thebeies and programmes can be
successful in easing the transition of young petplgecent work when they are: part of
a comprehensive package of services; targetedeahekds of individuals; respond to
labour market requirements; and the social partreges involved in their design,
monitoring and evaluation. The most effective pas involve a combination of various
forms of employment assistance which include elémehjob search, case management,
labour market training and job placement in privadetor enterprises.

There has been little assessment of the impadtestet policies on improving the
employment and earnings of young people in mosh®Western Balkan subregion. Yet
it is essential for ALMPs to be monitored constamithd evaluated rigorously in order to
avoid distortion effects, determine what works aclieck whether they pass the
efficiency test. Overall expenditure on ALMPs apescentage of GDP in the subregion
is currently well below the level that is needed.view of these funding constraints,
policies need to be chosen selectively and targetsefully. The effectiveness of
ALMPs also depends in part on the efficiency oirtlagiministration and, consequently,
the structure and organization of public employnsmtices. All the public employment
services in the subregion have been under reforomveder, more needs to be done to
make employment services more attractive to botpl@yers and young people. The fact
that the intervention of public employment servicegonditional on the registration of
jobseekers means that they do not address workeoutiagement and inactivity, which
mostly affect young persons who are disadvantagddacially excluded. In this respect,
the outreach of public employment services showdintreased through partnerships
with other government institutions, the private teec and non-governmental
organizations.

Even though bipartite and tripartite social dialegunstitutions exist in the
Western Balkans, their operation is hampered byraber of factors. The social partners
are striving to expand the areas of tripartite alodialogue to include economic and
social issues other than those that are currerdlyered by collective bargaining.
However, in general their involvement in shaping slouth employment agenda is very
limited and rarely goes beyond mere consultatidre $trengthening of social dialogue
and the involvement of the social partners in tesigh, monitoring and evaluation of
youth employment policies and programmes could lenabuntries to improve the
governance of the labour market and mobilize tligaspartners around the objective of
boosting youth employment. Employers’ organizati@as play an important role in
fostering learning and training in enterprises. yrhean also promote youth
entrepreneurship and offer a range of support sesvio young members. Trade unions
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are important in ensuring that issues such as fjeétion, the improvement of working
conditions and the promotion of young people’s tsghat work are given priority on the

policy agenda, and they can promote action fordiganization and representation of
young people.
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Concluding remarks

Despite the efforts made throughout the Westerrkda to address the youth
employment challenge, the employment prospect®ohg people have not improved over
recent years. There are several explanations éolirthted impact of the initiatives taken so
far. First, none of them have been focused on jesliaimed specifically at promoting
youth employment. There has instead been a reliam@und macro-economic policies to
increase output and create new jobs. Second, magh gmployment initiatives have taken
the form of specific programmes, which have ofteerbnarrow in scope and limited in
time, to address either job creation or the emgddyp of young people. Third, little
attention has been paid to the working conditiohgaung workers, many of whom are
only able to obtain a foothold in the labour markktough informal or temporary
employment. Fourth, the effectiveness of the mesmstaken to facilitate the transition of
young people to decent work has often been affettgda lack of coherence and
coordination, leading to conflicting policy objests. Finally, the design and
implementation of youth employment measures isaelthformed by thorough analysis
based on reliable labour market statistics thabdezjuately disaggregated in relation to the
youth cohort.

This paper is intended to serve as a backgrountetaliscussion in the Informal
Ministerial Meeting. It does not seek to identifyesific solutions to the youth employment
challenge in the Western Balkans. Such specific sores need to be identified in
accordance with national circumstances and thraliglogue with the major actors on the
labour market.

A starting point for dialogue on this issue coulel to conduct a review of and
assess the impact of past and current macro-econoaticies on youth employment, as
well as the impact and effectiveness of targetdtymeasures. This review should also
assess the level to which employment policies mega, and youth employment policies
in particular, are integrated and coordinated witkrall economic and social policies. The
findings of such a review would help to identifylipg instruments that are capable of
modifying or enhancing youth employment creatiothatnational and local levels.

The findings and lessons learnt would then formlhsis for the development of
policy measures, strategies, targets and dediatdn plans on youth employment. In
this context, it is important that both employmstrategies and youth employment action
plans set realistic objectives that reflect natica local circumstances. Finally, with a
view to ensuring that the plans are given effect are implemented in accordance with
pre-established targets in terms of both efficieand equity, the overall implementation
process needs to be underpinned by tight monit@imevaluation.
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