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Introduction

The present study offers an employment diagnostic analysis of Bosnia and Herzegovina (BiH).!
The overall objective is to understand the nature of the deficiency of productive employment in
BiH and to identify the constraints and challenges, and opportunities for enhancing inclusive
job-rich growth, with a view to provide a sound knowledge base for effective policies,
institutional reforms and other interventions aimed at promoting productive employment.

The analysis consists of two phases. The first phase consists of an analysis of the setting and of
contemporary patterns and dynamics of employment and economic development. The aim of
this part is to guide the subsequent analysis by arriving at an understanding of the country-
specific development context and employment situation, that is sufficiently comprehensive to permit
a broad identification of hypotheses regarding strengths and weaknesses of the economy and
labour market and of the likely challenges in terms for sustainable inclusive job-rich growth.

This phase contains an overview of three main areas and issues: (i) demographic and other
given factors; (ii) the patterns and dynamics of employment, income, inequality and poverty,
and (iii) the sector-specific growth, employment and productivity dynamics.

The demographic structure and its dynamics (including parameters such as the rates of population
growth, fertility, age and sex structure and internal and external migration) is a useful starting
point for the analysis since the human resources and the necessity to create preconditions
conducive to unleashing the creative and productive forces inherent in this resource base is
fundamental.

Much of the subsequent second and third parts can usefully be structured in line with the
following stylised formula:2

GDPF, WorkingAgePopulation, LabourForce, Employment, GDPF,
= L L L
Population, Population WorkingAgePopulation, LabourForce, Employment,
Or

Ge=S. %A *E, P,

! Assistance provided by Olesea Vinaga in the preparation of this study is gratefully acknowledged.
’ Formula adapted from the World Bank’s draft publication “The role of employment and labour income in shared
growth: what to look for and how”, 14 December, 2007
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In other words change in GDP per capita is the sum of the changes the following:

Age structure, 5,
Activity rate, 4,

Employment rate,? E,

Ll

Labour productivity, P,

The first three components of this formula provide a basis for structuring an overview of the
main employment and labour market dynamics. This is followed by an analysis of the economic
structure and the interplay between economic and employment growth and labour
productivity, corresponding to the final component of the formula above. The distributional
aspects of the economic and labour market developments and the issues of inequality and
poverty are also brought into the picture in this analysis.

The second phase

The second phase of the diagnostic analysis is structured on an ‘employment diagnostic tree’
(see Appendix). This diagnostic process may be seen as a funnel. Starting from a broad array of
often inter-related factor a structured process of elimination and disentanglement of causal links
results in a stepwise narrowing down of the focus and in the identification of core constraints,
challenges and opportunities for inclusive job-rich growth.

This phase begins with a tour d’horizon of the “upper’ branches in the employment diagnostic
tree to determine where the main constraints and challenges to enhancing productive
employment are likely to be found. The analysis is subsequently pursued along three main
branches: The level of human capital / employability; the opportunities for and returns to
human capital / employment, and; sustainability issues. The main sequence of the analysis is
level by level, i.e. upper-level branches are explored before sub-branches.

This phase of the analysis is informed by earlier analysis of the development and employment
dynamics in phase one. The knowledge gained in phase one facilitates an interpretation of the
indicators attached to the various ‘branches’ in the employment tree and can speed up the
process of elimination, disentanglement of causal chains and identification of core causal factors
and constraints without compromising on the robustness and relevance of the conclusions
drawn.

® Note that this is not exactly how employment rate is defined, but it expresses the same information.
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The main actors in the analysis in the second phase are ILO constituents and other key national
stakeholders themselves, who within the framework of a training workshop will arrive at
informed conclusions on qualitative aspects of the analysis.

As the study moves from Phase One to Phase Two, the mode of implementation of the analysis
changes to a guided implementation by ILO constituents themselves of a structured, stepwise
employment diagnostic analysis.* Hence, the role of the main authors changes to one of
facilitating and guiding an analysis undertaken by the national stake-holders themselves, who
have a key role. Ultimately, the purpose is not just to produce another study, but to undertake
an exercise of joint knowledge-building on the country specific constraints, challenges and
opportunities for enhancing inclusive job-rich growth. It is hoped that this also serves the
purpose of capacity building among ILO constituents in the field of employment analysis,
policy integration and coherence, and not least social dialogue; arriving at a common
understanding of key employment challenges based on joint analysis.

* The second phase has yet to be implemented and the results are not reported in the present draft study.
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1. Demographic structure

1.1.Population

According to the last census undertaken in 1991, before the onset of war, the population of
Bosnia and Herzegovina was 4,377 thousand people. As a consequence of the war, the
population changed dramatically: a quarter million lives were lost, some 2.2 million people
emigrated or were displaced. Since the war some 1.1 million refugees have returned to the
country, but the total population remains much smaller than before the war. Many have also
left the country since the war in search for work abroad or for personal reasons.> These
movements combined with changes in birth and death rates have also had profound impacts on
the age structure of the population and have increased the relative size of the dependent
population.

In the past decade the return of refugees and natural population growth have stabilized the
demographic situation, and the latest 2009 Labour Force Survey® estimated the population at
around 3.8 million inhabitants.” Gender distribution of working age population is balanced;
however, there are many more men in the labour force than women due to very high inactivity
rates among women.

1.2. Age composition of the population

The changes in the age structure of the population in BiH over the past decades reveal a
worrying trend of a rapidly aging population. According to the estimates of the National
Agency for Statistics in 2007, the share of the population below 14 was half of what it had been
at the time of the earlier census in 1971 (Figure 1). The share of the working age population
grew disproportionately slow, whereas the share of the older population tripled over the period
in question, from 4.7 per cent of the population in 1971 to 15 per cent, according to 2007
estimates.

The gradually declining population growth rate resulted in a contraction of the share of the
population aged below 14, by 17 percentage points since 1971. Caused by a combination of

> Unfortunately all figures on these population movements are rough estimates as there are no reliable data on
migration.
® LFS (20009).
7 According to the latest estimates from the Agency for Statistics of Bosnia and Herzegovina. Other sources offer
lower estimates, viz. the 2009 Labour Force Survey estimated the total population at 3.1 million and the 2007
Household Budget Survey estimated it at 3.4 million in 2007. The Labour Force Survey is the primary source of
information on the situation on the labour market. The survey has been carried out annually since 2006, the latest
being the LFS (2009).
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factors (the war, negative population growth® and outbound migration), this places a heavy
burden on the national economy. In the years to come a declining working age population will
have to provide for a growing elderly population, while continued migration of the young
abroad would further deteriorate the dependency ratio. A huge pressure impends on the
national pension fund to supply growing numbers of beneficiaries while receiving fewer
contributions.

Figure 1. Age structure of the population in BiH 1971-2007

2007 | 67.4
2002 69.5
1991 677
1981 66.2
1971 605
!
0 20 40 60 80
W unknown M65+ 15-64 m0-14

Source: BHAS (1998), BHAS (2007), BHAS (2008)

Demographic data shows that over the years the number of live births dropped and the number
of deaths increased resulting in almost zero natural growth by 2008. The natural change of the
population (the difference between live-births and deaths) dropped from 21,442 in 1996 to 150
in 2008 (Figure 2).

Although the size of the working age population will be growing in the coming years, in little
over a decade the current trend of negative natural growth will eventually hit the working age
population; without even taking the outbound migration into account, it will start shrinking,
which will result in an increased dependency ratio.?

® HDR (2009) estimates a population growth rate of 0.3 between 1990-1995 and -0.1 between 2005 and 2010

° Dependency ratio actual: Total non-employed population divided by the employed population

Dependency ratio, age based: Non-working age population (under 15 and 65 and over) divided by the working age
population



Hence, in order to maintain the existing standards of living, the share of the labour force base
has to be restored and expanded, possibly by attracting numerous emigrants back into the
country, at the same time as employment rates will need to increase. Concurrently, a steady
joint increase in formal employment and productivity must be ensured.

Figure 2. Natural change of the population of BiH, 1996-2008

Natural change of the population of BiH
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Source: BHAS (2009)
1.3.Migration

According to the Human Development Report 2009, Bosnia and Herzegovina ranked 13 in the
world with emigration rate of 25 per cent.® Bosnians migrate mainly within Europe. Their
primary countries of destination are its immediate neighbours Serbia and Croatia, then
Slovenia, Austria, Germany, France, Sweden, Switzerland, the United States, Canada and
Australia.l!

The World Bank’s Migration and Remittances Factbook reports that in 2005 there were 1,472
thousand Bosnian emigrants around the world.!? The remittances transferred by the migrants
are estimated at around 2,500 to 3,700 million USD a year, which is equivalent to 17-20 per cent
of the GDP, and play a significant role in the country’s economy. Official statistics suggest that
remittances inflow to Bosnia and Herzegovina grew by over 130 per cent over the past decade,
and in 2009 Bosnia and Herzegovina ranked 7t in the world in terms of remittances received

' HDR (2009).
" Ratha & Xu (2008).
2 bid.



per capita.’® Remittances as an alternative source of income may also in part explain the high
inactivity rates in the country.

Emigration flows in the years following the war were mostly induced by political reasons and
comprised of refugees and asylum seekers. Later Bosnia and Herzegovina experienced a large
wave of return of migrants. However, at present the motives for migration are mainly
economic. Highly-skilled workers are especially prone to seek more gainful employment
abroad, which creates a problem of brain-drain. It is estimated that some 20 per cent of those
aged 25 or more of BiH origin and who have tertiary education presently live in an OECD
country.’* The well-established migrant networks facilitate for a high mobility of people,
whether formal or undocumented, the latter becoming of a growing concern in the recipient
countries.

The impact of migration on the source country is complex. On the one hand, migration depletes
the domestic human resources base, while on the other, the remittances transferred by migrants
to their families back home significantly contribute to the country’s economy. In either case, a
healthy balance is crucial for the country’s economy. While migration abroad may offer an
important economic palliative for the individual migrants as well as for the society at large at
times of severe crisis, it does not provide a sound basis for sustainable social and economic
development. To lay the foundation for such a development it becomes important to encourage
return migration, while continuing to leave the option to seek work abroad open for those who
wish to do so. Local labour markets must be made attractive, and more job opportunities need
to be created, not least for the highly-skilled.

13 For the latest remittances data see http://siteresources.worldbank.org/INTPROSPECTS/Resources/334934-
1110315015165/RemittancesData _Nov09(Public).xls (detailed) or http://hdrstats.undp.org/en/indicators/51.html
(ranking). See also HDR (2009).

 WB (2009b: 238).
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2. Employment and labour force characteristics
2.1.Working-age population

According to the 2009 LFS, the working-age population (here defined as persons aged 15-64)
makes up over two thirds of the total population.’> In absolute numbers the working-age
population ostensibly shrank by almost 7 per cent between 2006 and 2009.1¢ Half of the persons
in working-age are aged 25-49, while less than a third are aged 50-64 (Table 1). Despite the
current favourable age structure with two thirds of the population in working-age, the actual
dependency ratio is high due to a very low employment rate, whereby each bread-winner is
bound to support another 2.7 persons (Table 2).

Table 1. Participation in the labour force by age groups, by sex, 2009

Age 15-24  25-49 50-64  15-64  15+V7
Working age population (000) 432 1040 617 2088 2594
-men 223 515 294 1031 1252
-women 209 525 323 1057 1342
In labour force (000) 141 718 251 1110 1131
-men 90 438 162 691 703
-women 51 280 89 419 428
Activity rate (%) 33 69 41 53 44
-men 40 85 55 67 56
-women 24 53 28 40 32
Employment rate (%) 17 53 34 40 33
-men 22 67 45 51 43
-women 11 40 24 29 24
Unemployment rate (%) 49 23 17 25 25
-men 47 21 18 23 24
-women 53 25 15 26 26

Source: LFS (2009: Table 2). For data on the entities, see Appendix, Tables 1 to 1.2

' LFS (2009).
1e Though its share in the total population has changed only by 0.2 percentage points as the population size as
estimated in the LFSs has contracted over years
v Aggregate figures for population aged 15 and above are given here for the sake of comparability with the LFS
calculations. It is the opinion of authors that calculating activity and employment rates as a share of the population
aged 15 and over can be misguiding. Therefore, this paper defines the working-age population as persons aged 15-
64
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2.2.Labour force participation

Despite the fact that the labour force participation rates have shown a steady growth since 2006,
although they dropped by 0.3 percentage points in 2009 as a consequence of the global crisis,
the activity rate recorded in 2009 was still remarkably low at 53 per cent (Table 2). The increase
in the activity rate was mostly caused by growth in the activity rate in the RS by 7 percentage
points; while in the same period it dropped by 1 percentage points in the FBiH and 2 percentage
points in BD (See Appendix, Table 2-2.2a).

Table 2. Participation in the labour force in BiH, by year

Total 2006 2007 2008 2009
Total population (000) 3372 3315 3211 3129
Working age population 15-65 2242 2235 2120 2088
Dependency ratio, actual (%)!8 3.3 3.0 2.7 2.7

Dependency ratio, age-based (%)™ 0.5 0.5 0.5 0.5

Activity rate (%)% 51.2 52.2 53.5 53.2
Employment rate (%) 35.0 36.7 40.7 40.1
Unemployment rate (%) 31.9 29.6 24.0 24.5
Registered Unemployment rate (%) 45.7 444 42.6 459

Source: LFS (2009: Table 2) and LMS for data on registered unemployment.

Labour force participation rates vary greatly by age and sex (Table 1). The most active group of
population with an activity rate of 69 per cent are the ones aged 25-49. Yet even here, the
differences between sexes are striking: as many as 85 per cent of men in this age-group are
active, against only 53 per cent of women. Overall, only two in five women (40 per cent) of
working-age participate in the labour force. The reasons behind the low participation rates for
women would deserve further investigation. However, it can most likely be attributed to the
low level of education, lack of child-care facilities, as well as cultural factors and unequal labour
market access.

The lowest activity rates are observed among the youth (aged 15-24). Merely one third of the
population aged 15-24 participate in the labour force. Here, too, the gender differentials are
dramatic: labour participation rate for young women - 24 per cent - is little over a half of the
rate for men - 40 per cent. Such poor activity rates among the young population are partially

18 Dependency ratio actual: total non-employed population divided by the employed population
9 Dependency ratio, age based: non-working age population (under 15 and 65 and over) divided by the working
age population
20 Activity rate: Labour force divided by working age population * 100
2t Employment rate: employed divided by working age population * 100
2 Unemployed rate: unemployed divided by labour force * 100
12



because they are in education.”” However, one can conclude that the young have difficulties
accessing the labour markets.

Another factor to be counted in when assessing the low activity rates in the country is outbound
migration on the one hand, and the informal economy on the other. Often the remittances
received by the families of migrants may suffice to sustain decent living in the country of origin.
Informal economy on the other hand, serves as a kick-start for many young people, and
therefore delays their entry into the (formal) labour force.

2.3.Unemployment

According to the LFS (2009) figures, unemployment in BiH stands at 24.5 per cent (Table 2),
which is nearly three times the rate of the EU27 average of 9.5 per cent. The highest
unemployment rate was 28 per cent in BD and the lowest 22 per cent in RS (See Appendix,
Tables 2-2.2a). Through the end of 2008 there was a noticeable trend of decreasing
unemployment rate of 7.9 percentage points in BiH, without significant entity differences,
which may be attributed to moderate economic growth up to 2008. The slight increase in
unemployment observed in 2009 can be explained by the global economic crisis.

Furthermore, most unemployment is long term: half of all unemployed have been out of work
for at least five years, and a quarter of them for over ten years. Hence, many if not most of the
unemployed can hardly be considered economically active (Table 3, for entities see Appendix,
Tables 3-3.2a). A mere 13 per cent of the unemployed have been out of work for less than a
year.

Table 3. Unemployment by duration of unemployment, by

sex, 2009
% Men Women Both sexes

Found job 1.2 0.1 0.8

Less than 5 months 7.4 8.3 7.7

6-11 months 9.2 7.3 8.5

12-23 months 9.8 11.9 10.7

24-59 months 21.5 25.7 23.2
60-119 months 23.3 20.2 221

120 months and more 27.6 26.6 27.2

Total 100 100 100

Source: LFS (2009: Table 13)

2 According to the most recent data the gross enrolment rate in secondary education in Bosnia was 89 per cent,
and 33.5 per cent in tertiary education in 2007 (WB 2009a).
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There is a sizeable discrepancy between the registered unemployment rate and unemployment
rate as defined by the ILO, the number of registered unemployed being almost twice the
number of factual unemployed (Table 2). According to the Labour and Employment Agency of
BiH there were 510.5 thousand persons registered as unemployed on 31 December 2009, which
is 46 per cent of the labour force; for women this figure was over 61 per cent.2*

The social security system, which entitles the unemployed persons to health insurance, creates
incentives to register as unemployed to retain the status in order to enjoy the unemployment
benefits (i.e. health insurance, and subsidies corresponding to the years in employment).25 This
is a great concern especially for a country with limited resources for public social safety net.

On the other hand, it should be considered that the unemployment data based on the LFS
underestimate the under-employment - when many persons employed in the informal
economy work on a temporary basis, or when self-employed persons work on the activities that
do not require their full engagement.

The registered unemployment showed a significant fall of 6.7 per cent in 2008, primarily in the
BD, with the reduction of unemployment of -18.4 per cent, but then it rose again in 2009 due to
the crisis (Table 4). The action performed by the labour inspection ,Action against black
labour” contributed to this reduction of the unemployment rate through increased registration
of workers and removal of the unemployment records at institutes and employment services.

Table 4. Percentage change in numbers of unemployed persons

In% (y/y/) BiH FBiH RS BD
2006 33 43 12 0.2
2007 1.2 1.4 -6.9 -23.9
2008 -6.7 7.9 -0.8 -18.4
2009 5.7 4.7 9.3 -7

Source: LMS. Based on the registered unemployment statistics as of
December of each year.

It is evident that the unemployment in BiH is structural rather than frictional. This, in fact,
indicates that many if not most of the unemployed are in reality no longer in the labour market,

#Lms.

» According to the Laws on Employment, in all entities (Federation of Bosnia and Herzegovina (FBiH), Brcko District
(BD) and the Republic of Srpska RS), the subsidies last from three months for persons employed or insured for up
to five years, to up to 12 or 24 months (in case of FBiH) for persons with over 25 years of working experience. The
subsidies in the Republic of Srpska and Brcko District amount to 20 per cent of the average salary paid in the
District for the previous months. In the Federation of Bosnia and Herzegovina the subvention is 40 per cent of the
salary paid in the last three months of the unemployed person’s labour relation as published by the Federal Office
of Statistics (CRI 2008, p. 42-43). For more information, see the Law on Health Insurance of FBiH (Article 19), the
Law on Health Insurance of Republika Srpska (Article 10), and the Law on Health Insurance of Brcko District of BiH
(Article 18), Law on Employment and Rights during Employment of Brcko District of BiH
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as years of inactivity substantially reduce the chances of finding employment. On the other
hand, it is likely that many of the registered unemployed perform income-generating activities
in informal sector, especially when unemployment is long-term. High long-term unemployment
points to the need of additional measures of reintegration of persons who lost their self-
confidence and skills needed for the current labour market over the years. The human resources
base of the country has to be constantly adjusted to the demands of the labour market through
vocational training and lifelong education programmes.

2.4. Employment

The employment rate in Bosnia and Herzegovina experienced consistent growth in the years
leading up to 2008,2 when as a result of the economic crisis it lost in decimals (See Appendix,
Tables 2-2.2a). By 2009 both men and women had gained 5 percentage points in employment
rates. However, as outlined earlier, the strong growth rate was partly due to the shrinking
working-age population, which distorts the real labour market picture. The actual growth of
employment in absolute terms was comparatively modest.

The employment rate in 2009 was 40 per cent, which is distinctly lower than the average rate of
the EU-27 (65.9 per cent in 2008) and far below the EU target of 70 per cent.” The gender
differentials in employment rates are strikingly high - as much as 21 percentage points; only
one in four women in working-age are employed. This disparity in employment rates between
men and women persists across all age groups, with 28 percentage points difference at its peak
among the persons aged 25-49 (Table 1).

Youth employment is of concern with the exceptionally low rate of 17 per cent. A gender
disaggregation of youth employment reveals that only one in ten young women aged 15-24 are
employed. Such a disproportionate distribution of employment between sexes is indicative of
fundamental problems in unequal access to labour markets.

The breakdown of the working age population by status of employment shows that the
employment structure in BiH is dominated by employees or wage-workers (persons with paid
full-time employment) who make up 72.8 per cent of the economically active people; women’s
share of these wage-workers is 35.8 per cent.

Almost every fifth person in the labour force is self-employed (Table 5), a third of them are
women (for a breakdown by sex and by entities, see Appendix, Table 12-12.2a). Self-
employment is largely linked to a lack of opportunities for wage employment. Women are less

%% In absolute terms in 2008 employment was 10 per cent higher than in 2006.
*” Eurostat (2009).
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likely to pursue self-employment than men, but four times more likely to end up as unpaid
family workers.

The breakdown of the employment by sector and status reveals that more than a half of the self-
employed are concentrated in the agriculture sector. Slightly less than a third of the self-
employed persons are active in the services sector. The smallest number of the self-employed -
only 14 per cent - operate in the industry sector - this sector allows little prospect for
independent activities as it requires a certain infrastructure base (Table 5).

The employees or wage workers are mainly engaged in the services sector, where 58 per cent of
the total number of the wage-workers were employed at the time of the LFS (2006) (Table 5).
The same year, industry employed 38 per cent of the wage-workers The agricultural sector
creates little wage employment opportunities, only 4 per cent of the wage workers were
employed in this sector in 2006. On the other hand, some 95 per cent of all unpaid family
workers worked in agriculture.

Due to its seasonal nature the agriculture sector provides part-time employment or seasonal
work for a half of the part-time workers. The rest of the part-time workers are almost evenly
distributed between the industry and services sectors (Table 5).

Table 5. Structure of employment by sector and status, 2006

% BiH | Agriculture Industry Services Total
Self-employed 22 55 14 31 100
Employees 72 4 38 58 100
Unpaid family workers 6 95 2 3 100
Part-time employment 12 50 20 29 100

Source: LFS (2006), as reported in NES (2010).

There are large gender differences in the sectoral composition of employment. The industrial
sector is largely a male preserve. Industry employs only 16 per cent of the working women as
compared to 40 percent of the working men (Table 6, for the entities see Annex, Table 12.1 -
13.2). In absolute figures, this discrepancy is even more glaring considering the low
participation of women in the labour force: in 2009, industry employed 218 thousand of men
and 52 thousand of women.?

Out of the total number of female employees in the formal sector, 71 per cent worked in
wholesale or retail trade, education sector, health, social work, while industry (processing
industry) created 21 per cent of jobs for women.?

8 LFS (2009).
2 Ibid.
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The structure of employment in BiH still shows a strong traditional gender patterns, where
women seek and find employment in typically female professions.

Table 6. Labour force by economic sectors and sex, 2009, percentages

Men Women Both sexes
Agriculture 19 26 21
Industry 40 16 31
Services 41 58 47
All industries 100 100 100

Source: LFS (2009).
2.4.1. Employment in the informal economy

Lack of decent and productive employment opportunities results in a large informal economy,
which is reflected in a discrepancy of 21 percentage points between registered and actual
unemployment as defined by the ILO and presented in the Labour Force Survey.%

Research shows that one third of all employed persons (34 per cent) did not pay pension and/or
health insurance fees, which is indicative of the size of the informal economy in the country.3!
Depending on the source of data and methods applied, the shadow economy in Bosnia and
Herzegovina is typically estimated at around 30-50 per cent of the country’s GDP.32

Agriculture is an important source of employment for informal activities, and workers in this
sector are least likely to move from informality to formality. Therefore, workers in rural areas
face a higher probability of remaining in informal employment for much longer than workers in
urban areas. Those informally employed in services sector are more prone to move to formal
employment within the sector.3

In the short term the informal economy provides a safety net for vulnerable groups of the
population, helping them out of poverty. However, informal employment, due to its

30 Unemployed person, as defined by the Thirteen International Conference of Labour Statisticians (Geneva, 1982),
are those above specified age, who during the reference period were without work, currently available for work
and seeking work. For more details, please see: http://laborsta.ilo.org/applv8/data/c3e.html
The Labour Force Survey is the primary source of information on the situation on the labour market. The survey
has been carried out in BiH annually since 2006, the latest to date being the LFS (2009) (BHAS 2010). The LFS aims
at capturing the real unemployment situation, as the respondents are asked to report their factual employment
status.
The registered unemployment rate is distorted by the number of people reporting as unemployed to claim the
unemployment benefits, despite being informally employed or inactive
*L NES (2010)
32 Krstic & Sanfey (2006)
3 According to the panel observations presented by Krstic and Sanfey (2006) mainly basing on the data from the
Living Standards Measurement Studies, among the persons informally employed in the services sector in 2001,
over 50 per cent transferred to formality within the same sector in 2004
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unregulated nature, often offers precarious unemployment, poor working conditions and no
social security. While in the formal economy over 90 per cent of workers are in wage-
employment, less than a half of the workers in informal economy receive regular salary. Even
though there is little difference in weekly work-hours (with those in formal employment
working slightly longer), the formal economy has a substantial earnings premium-about 30 per
cent-compared with the informal economy.34

Nevertheless, large numbers of workers seem to be trapped in informal employment, probably
due to poor access to labour markets, slow job creation in formal economy, and a lack of skills
to match labour market demand. The share of women and youth in total informal employment
is higher than in formal employment. The informal economy employs a large share of the low-
skilled labour. Persons with higher education and a university degree have better chances of
breaking out of the informal economy and transferring to formality.3>

3. Development of the human resources base

The human resource base in Bosnia and Herzegovina is both inadequately developed and
underutilized. The uneven and often poor quality of education stands out as the major
limitation on employability, and sustainable economic development in the country. Even
though the educational system experienced a moderate recovery in the past decade, there are
still persisting challenges, among which are an overly complex institutional setup and
administrative fragmentation.

Education in BiH is financed and coordinated at the entity and canton level. The amount of
resources allocated to education from the state level budget is not big and stood at 4.5 per cent
of the country’s GDP in 2008; RS and FBiH spend approximately 4 and 6 per cent of their
respective GDPs on education, whereas the budget of the Department for Education of BD
amounts to 11.2 per cent of the District budget.36

Despite some progress over the past years, BiH is lagging behind its neighbours in educational
enrolment rates®” with 89 per cent of gross enrolment rate in secondary education against
almost 94 per cent in Slovenia and Croatia, with lower rates recorded only in Macedonia (Table
7). The enrolment rates for children coming from poor households with parents with low levels

** Krstic and Sanfey (2006)
* Ibid.
% BHAS (2009), University of Jyvaskyla (2008).
37 Gross enrolment rate, as defined by the UNESCO Institute for Statistics, is the total enrolment in a specific level
of education, regardless of age, expressed as a percentage of the official school-age population corresponding to
the same level of education in a given school-year: http://www.uis.unesco.org/glossary
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of education are much lower than the average, which naturally makes it difficult for them to
break away from poverty.

Table 7. Educational enrolment rates in BiH and other former Yugoslav countries, 2007

Levels of education Macedonia BiH Slovenia Croatia Serbia
Gross enrolment rate, secondary, total 84.2 89.1 93.6 93.6 89.5
Gross enrolment rate , tertiary, total 35.5 33.5 85.5 47.0 48.7
GPJ, gross enrolment ratio in primary 38 1 0.9 1 1 1
Pupil-teacher ratio, primary 18.3 16 15.6 16.7 16.6
Pupil-teacher ratio, secondary 13.7 14 10.2 9.3 10.3

Source: WB (2009a).

Even thought the enrolment rates in secondary education seem adequate, the educational
attainment rates® are still low with only 47.6 of the persons in working-age having completed
the secondary education, which is partly due to high drop-out rates (Table 8). This discrepancy
can also be explained by migration among the young people, which severely depletes the
country’s human resources base.

The decomposition of the working age population by level of education in 2009 reveals
disturbing facts: almost a half of the people in working-age - 45.3 per cent - have only attained
primary education (that is up to 7 or 8 years of school) (Table 8). This is in part likely to be a
legacy of war, when destruction of school facilities and disruption of the education process led
large numbers to drop out of school, having only attained basic education.# The entrants in the
labour force in the early years after the war were affected the strongest.

The Labour Force Survey reports that in 2009, as much as 78 per cent of the working-age
population with primary education or less were out of labour force; and only 16.3 per cent of
them were in employment (Figure 3). The small numbers of unemployed among those with
only primary education is due to the wide-spread discouragement that stems from low
employability among people with primary or lower levels of education and results in high
inactivity rates.

*® Gender Parity Index (GPI) of 1 indicates parity between sexes; a GPIthat varies between 0 and 1 means a
disparity in favour of boys; a GPI greater than 1 indicates a disparity in favour of girls, (UNESCO)
* Educational attainment (school completed) is considered the highest level of completed education, i.e. a regular
school that a person completed or an equivalent substitute school, passing the exams in a regular school or
completing a course of a ridged education, which, according to valid regulations, recognizes a respective school
level (Agency for Statistics of Bosnia and Herzegovina)
% pavlovic et al. (2006)
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Table 8. Educational attainment rates, 2009, percentages

Population aged 15+ Primary  Secondary Tertiary All levels
Working age population 45.3 47.6 7.1 100
-men 34.2 57.5 8.3 100
-women 55.7 38.3 6.0 100
In the labour force 22.9 65.0 12.1 100
-men 21.2 68.4 10.4 100
-women 25.7 59.3 15.0 100
Employed 224 63.3 14.3 100
-men 20.0 67.8 12.2 100
-women 26.4 55.7 17.9 100
Unemployed 24.6 70.2 5.1 100
-men 25.8 69.9 4.3 100
-women 23.6 70.0 6.4 100
Inactive 62.7 34.1 3.2 100
-men 50.8 43.5 5.6 100
-women 69.9 28.4 1.6 100

Source: LFS (2009: Table 4)

With a completed secondary education the chances to find employment considerably improve -
in 2009 two in five were employed (see A.2, Table 4a). This population group shows higher
labour market participation in general, with larger numbers of both employed (44 per cent) and
unemployed (15.5 per cent). Those who have attained tertiary education normally fare much
better: three fourth of them are in the labour force and only 7.6 per cent are unemployed.

Figure 3 below clearly shows the interdependency between the level of education and
employment status: the higher the level of education the better chances to find employment.
Contrary to the general trend, there are more inactive men than women with tertiary education.

o Implying that the unemployment rate among those in the labour force is 10 per cent
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Figure 3. Labour market participation of the working-age population (15+) by educational
attainment levels, 2009, percentages of the working-age population
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Source: LFS (2009).

The other side of the coin is that those with higher education have better chances of finding
well-remunerated jobs abroad. The so called brain-drain exhausts the qualified human
resources base of the country and poses an additional challenge on the labour markets. To
reverse this tendency the opportunities for the highly-skilled labour in the national economy
need to be improved.

Looking at these figures through gender lenses reveals a striking disparity in labour force
participation and educational attainment. More than a half of the women in working-age have
completed no more than 8 years of school, and only 11 per cent of those work. The vast majority
of women with only primary education - 85.4 per cent - are economically inactive. In
comparison, one third of men in the labour force have attained only primary education (Table
9) and only two third of them are inactive. Gender differences in the employment rates are
relatively smaller for those with secondary education than for those with lower education
(Table 9, for data on entities see Appendix, Table 4-4.2b). Yet, half of the working-age men
with secondary education are employed, against only a third of women.
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Table 9 Labour force characteristics by level of education as a
percentage of the working-age population (15+)

Primary  Secondary Tertiary

Working age population 100 100 100
-men 100 100 100
-women 100 100 100
In labour force 22.0 59.6 74.5
-men 34.8 66.8 70.2
-women 14.7 494 80.0
Employed 16.3 441 66.8
-men 25.2 51.0 63.5
-women 11.2 34.4 71.3
Unemployed 5.7 15.5 7.6
men 9.8 15.8 6.7
-women 3.5 15.0 8.8
Inactive 78.0 404 255
-men 65.2 33.2 29.8
-women 85.4 50.6 18.8
Unemployment rate 25.9 26.0 10.2
-men 28.2 23.7 9.6
-women 23.6 30.3 10.9

Source: LFS (2009: Table 5).

The dramatic variations in employment rates between different educational attainment groups
point to the significance of education and skills in the competition for jobs and access to the
labour market. They further suggest that the importance of education for accessing employment
is considerably greater for women than for men. Therefore, low levels of education among a
large part of the working age population prove to be a major constraint on their ability to access
employment.

Bosnia and Herzegovina has gone through fundamental social and economic transformation
over the past decades. Such transition necessitates a highly flexible labour force that is able to
adapt to the changing market needs, especially in the view of the prospect of the EU accession.
A system of lifelong learning is vital for the continuous adjustment of the human resource base
to the changing needs of the labour market, as modern market economies require a very
different set of professional skills and competences across all sectors than the previous socialist
economy did.
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To develop the human resources base in BiH the delivery and coverage of the educational
system must be improved. Secondary education and vocational training need to be adjusted to
the demands of the economy and the labour market.

There’s a visible mismatch between the supply and demand on the labour market, resulting
from inadequate policy coordination between the economic planning and educational system. A
number of reforms in educational system, such as the adoption of the Law on Higher Education
in BiH, have shown positive results. However, because these reforms occur is isolation from one
other rather than in concert, the needs of the labour market are not effectively addressed. An
interdisciplinary approach is necessary to attend to the country’s labour market requirements.

4. Macroeconomic framework

During the period 2006-08, the BiH economy grew quite fast at about 5-6 per cent per annum
(Table 10). With zero population growth,*2 GDP per capita grew at the same pace as the GDP.
This growth was a result of booming domestic demand as wages and per capita income
increased. The large-scale inflow of remittances and increasing bank lending for consumption
also contributed to the increase in consumption demand. Export growth was robust, too,
though always outdone by import growth, resulting in an increasingly negative trade balance.
Investment growth in the economy was strong as banks lent increased amounts to private
enterprises per year. The macroeconomic fundamentals of the country have also been
continuously stable. Inflation was contained except during the first half of 2008, when it went
up to 7 per cent, that can be explained by the worldwide rise in oil and food prices. Moreover,
tax revenue collections rose while foreign debt fell.

Table 10: Overview of the economy and labour market - growth rates

2006-07 2007-08 2008-09
GDP 6 5.5 -3*
Labour force 1.6 -2.8 -2.6
Employment 4.8 4.7 -3.5

Source: LFS (2009) and UN national accounts statistics, http:/ /unstats.un.org/
Note: *The GDP growth figure for 2009 is based on the estimate of the DEP (NEP 2010)

Among the entities, FBiH and RS echoed this trend. BD’s growth was more volatile, but due to
its small share in the economy, it did not impact the overall growth much. BiH also

*BiH in Figures 2009, p. 6. The total population is estimated to have remained unchanged between 2004 and
2008. Other estimates, such as those in the Labour Force Surveys suggest a decline in population of up to 7 per
cent between 2006 and 2009.
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outperformed the average growth of countries that constituted former Yugoslavia - Macedonia,
Montenegro, Croatia, Serbia and Slovenia - from the period 2001 onwards (Figure 4).

Figure 4. GDP growth

Growthrate of GDP, 2001-2008
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Bosnia and Herzegovina — <s=—-- Rest of erstwhile Yugoslavia
Source: World DevelopmentIndicators

Source: WDI (2009)

Since 2008, however there has been a slowdown in the economy owing to the global financial
crisis. Estimates of the DEP, in accord with those of the IMF, suggest an overall decline in the
real GDP by 3 per cent in 2009.43 This is as domestic demand suffered from a drop in
remittances; FDI fell and as export partners such as Italy and Germany posted their poorest
growth in 20 years demand for exports suffered. The most affected industries were base metals,
electric power and machines and appliances which together constitute over 60 per cent of
export value. Another channel for the transmission of the crisis has been the financial industry.
The large banks of BiH, owned by western banks, reduced lending as their funds dried up.
Industries dependent on crediting such as construction, automobiles and machinery were likely
to be impacted the most by this. The reduction in these activities is expected to have spilt over
into those industries that supply inputs to these such as metals, construction materials, energy
etc.

The economic crisis rapidly translated into an employment crisis that began at the end of 2008,
as is evident by a 5.7 per cent increase in unemployment in 2009 (Table 4), and an increase in
informal employment and poverty. While the worst of the crisis is over, recovery is expected to
be slow with zero growth in 2010.

* NEP (2010)
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4.1. Employment and economic dynamics

Agriculture, industry and services constitute about 10, 25 and 65 per cent of the economy,
respectively (Table 11). Of these, industry grew the fastest, followed by services and agriculture
(Table 12). While services” contribution to growth was commensurate to its size (60-65 per cent),
industry contributed more (about a third of total growth came from this sector) and agriculture
less than its share (Table 13).

Table 11. Sectoral composition of the GDP

2005 2006 2007 2008 2009

Agriculture 10.1 10.3 9.8 8.9
Industry 25.7 254 26.4 27.4
Manufacturing 11.5 12.6 14.6 15.4
Construction 4.9 5.3 6.3 7.3
Other 9.2 7.5 55 4.7
Services 64.2 64.3 63.9 63.7
Total 100 100 100 100
Sector composition of employment 2005 2006 2007 2008 2009
Agriculture 20.6 19.8 206 212
Industry 30.7 32.6 325 315
Services 48.7 47.5 470 473
Total 100 100 100 100

Table 11a. Labour Productivity (Convertible Marks per employee)
2006 2007 2008

Agriculture 9687 9786 8916
Industry 16070 16022 17397
Services 25634 26633 27897
Total 19414 19814 20585

Source: LFS (2009) and National Accounts (2007, 2008).

Considering the sectoral composition of employment, one sees a disparity between the sector
size in terms of value added and the number of people they employ. Economic growth came
mostly from Industry and Services, which contributed to about 90-95 per cent of growth over
the period 2005-08 (Table 13). Of these two sectors, however, services did not contribute
commensurately to growth in employment.# Over 2007-08, in fact, agriculture contributed to a
large chunk of the growth in employment, making its contribution to employment growth over
2006-08 as high as 20 per cent. As agricultural output only contributed to about 7 per cent of
output growth over the same period, this implies that those employed in the sector became

* The trend is reversed in 2009, which can be attributed to the global financial crisis - an expected outcome of
which is the increased informalisation of labour markets. Services and agriculture are two sectors that are able to
absorb labour in an informal set-up.
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increasingly inefficient, as well as poorer than the workers in other sectors. This ability to
absorb excess labour at the expense of labour productivity gives the sector very large
employment elasticity (Table 14).4> On the other hand, in services, where growth has been at the
expense of employment, the employment elasticity was low. Only about 38 per cent of growth
came from increases in labour, while the rest was from increases in productivity. As services by
definition tend to be highly labour intensive with comparatively little scope for increasing
productivity, the high rate of productivity growth in this sector suggests a structural change
from low productivity services to services that are more knowledge and technology intensive
and have higher productivity. In industry growth seems to have resulted from a healthy
combination of employment and productivity growth.

Table 12. Indices of growth, employment and value added. 2006=100

Employment 2006 2007 2008 2009
Agriculture 100 100.60 109.58  108.98
Industry 100 111.24 116.06  108.43
Services 100 102.28 105.82  102.78
Total 100 104.81 109.74 105.80
Value added index. 2006=100 2005 2006 2007 2008
Agriculture 95516 100 101.630 100.865
Industry 97749 100 110.914 125.646
Services 96.529 100 106.264 115.166
Total 96.735 100 106.970 116.360

Source: LFS (2009) and National Accounts (2008)

Table 12a. Growth rate of productivity, 2006-2008

Sector 2007 2008

Agriculture 1.031 -8.716
Industry -0.331 9.582
Services 3.985 9.343
Total 2.161 6.619

Source: LFS (2009) and National Accounts (2007, 2008).

The sector specific growth rates of productivity are shown in Table 12a. The highest
productivity growth is somewhat surprisingly found in services, followed by industry and then
agriculture.*¢ The crisis has exacerbated this mismatch between contribution to economic
growth and to employment (Tables 13 and 14). While employment has fallen overall, it has
remained more or less stable in agriculture. There has been a fall in agricultural productivity in

> Employment elasticity is defined as the percentage increase in employment due to a percentage increase in
output.
*® One would normally expect productivity to be highest in industry, where the scope for replacing labour by
capital is largest.
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the last year, while an increase for other sectors. Industry’s increase in productivity was double
that of services, which can be explained by a sharper fall in employment in services and the
inability of industry to absorb informal and underemployed labour.

One of the main generators of growth has been industry, which grew by a quarter between 2006
and 2008 (Table 12). Around two-thirds of the growth in production came from increased
employment, while the rest of it came from a growth in productivity (Table 14). This ratio
seems desirable to help meet the twin challenges of increasing employment, productivity and
returns to labour, and rebuilding economy. The growth within the dynamic industrial sector is
largely owed to the manufacturing industry. In 2006, 76 per cent, in 2007, 65 per cent, and in
2008, 38 per cent of growth in industry came from manufacturing.#” Construction consistently
provided about 30 per cent of the impetus for industrial growth over the same period. As
manufacturing industry is a sector that requires longer-term commitments in terms of
investment, infrastructure and other, it is usually a sign of improving economy when the sector
grows. The manufacturing sector typically allows less opportunity for informal labour relations
to occur than in other sectors.

Tablel3. Sectoral contribution to growth

GDP Agriculture Industry Services Total
2006 11.6 22,6 65.8 100
2007 5.9 33.4 60.7 100
2008 3.7 34.1 62.2 100
Employment

2006 - - - -
2007 2.6 73.7 23.7 100
2008 36.6 29.3 34.1 100

Source: LFS (2009) and National Accounts (2008)

Table 14. Employment elasticity, 2006-2008

2006 2008
Agriculture 1 (11.08)
Industry 1 0.63
Services 1 0.38
Total 1 0.60

Source: LFS (2009) and National Accounts (2008)

* Calculated from Table 11
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4.2. Decomposition of growth from an employment perspective

We presented the equation for decomposition of growth from an employment perspective in
the introduction. The results as applied to BiH are shown in Table 15. It shows that prior to the
crisis; a large part of the economic growth came from growth in employment. This is especially
true of 2007-08. Productivity contributed less to growth in GDP per capita.*® There was an
improvement in the age structure of the population as the proportion of working age
population rose, but one must remember that this trend is unlikely to continue as BiH has an
ageing population. However, as discussed above, these aggregate figures hide significant
differences between the economic sectors. With the crisis, the trends were reversed as both
employment and GDP fell quite.

Table 15. Economic growth decomposition
2006-07 2007-08  2008-09*

GDP per capita 7.5 8.5 -0.5
Age structure 1.4 0.4 0.5
Activity rate 1.9 -0.1 -0.5
Employment rate 3.1 7.5 -0.9
Productivity 1.1 0.8 0.5
Sum 7.5 8.5 -0.5

Source: LFS (2009) and National Accounts (2008)
Note: *The GDP figure for 2009 is based on the
estimate of the DEP (NEP 2010)

5. Poverty and inequality

Data on poverty and economic inequality in Bosnia and Herzegovina suffer from problems of
reliability as well as validity. Household budget surveys exist for 2001, in the form of a Living
Standards Measurement Survey, and for 2004 and 2007 in the form of Household Budget
Survey.* However, as the quality of the data in the 2001 survey is considered to be particularly
poor and as they in large part are incompatible with the data in the subsequent surveys, no
information from the 2001 survey was used in the present analysis. Unfortunately, the surveys
do not include any information on incomes, thus potentially valuable information on sources of
incomes and on employment-related income cannot be obtained. Due to this cross-checking of

*® There are fears, however, that this growth is inflated - LFS (2009) gives us a fall in population that is quite large.
If it is not a correct figure, then GDP per capita growth is inflated, while so if age structure. Other indicators would
also be affected by this

* The survey results can be found on web-site of the BiH Federal Office of Statistics (http://www.fzs.ba).
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consumption data with income data is impossible, which makes it difficult to verify its
reliability. In addition, there are concerns about the methodology for calculating the poverty
line, which are discussed in the survey.® There are three alternative poverty lines presented,
one of them being the preferred one while another was chosen for the sake of comparability
with earlier surveys.

Table 16. Poverty incidence by entity and settlement type in 2004 and 2007

Rural and urban Rural Urban
2004 2007 2004 2007 2004 2007
BiH 17.9 18.6 23.1 239 11.0 11.0
FBiH 18.5 17.4 25.2 23.6 10.8 9.9
RS 17.5 20.2 20.6 239 12.1 13.2
RD 7.9 25.0 13.8 325 1.1 16.5

Source: HBS (2007Db).

A comparison of the results from the Household Budget Surveys in 2004 and 2007 suggests that
the incidence of poverty somewhat increased over the period (Table 16). This finding is hard to
take at face value. The period in question saw respectable economic growth as well as an
improvement of key labour market indicators, such as the employment rate. A breakdown of
the data on entities casts further doubt on the validity of this finding. The exceedingly high
increase in the incidence of poverty in the Brcko District is simply too large to be credible, while
the finding that the incidence of poverty increased in Republica Srbska, but declined in the
Federation is at odds with the comparatively better economic performance in the former than in
the latter. The only conclusions that may be drawn with some degree of certainty is that
poverty remains a serious problem in BiH and that the fairly high economic growth in the years
leading up to the economic crisis in 2008-09, did not seem to have had any substantial impact on
it.

The incidence of poverty displays a number of logical correlations with household demographic
characteristics. In the first place, it is strongly linked to the size of the household. While only 10
per cent of the one-member-households and less than 15 per cent of the two to three member
households live in poverty, almost a third of the households with five members or more are
poor. Overall, the poverty incidence is lower in female headed households than in households
headed by men, but this is due to the fact that female headed households tend to be smaller.
When household size is held constant, it is found that female headed households are more
prone to be poor than households headed by men.5! The poverty incidence also varies by age of
the head of household. It is higher for the younger households, where the head is aged 25-49,
than for households where the head is aged 50-64. This may well be due to a more favourable

*® HBS (2007b: 13-20.
1 HBS (2007b: 26-27).
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dependency ratio in the older households, but it may also to some extent reflect the difficulties
of the young to get a firm foothold in the labour market.

Table 17. Poverty incidence by labour market status of the head of household, percentages

Employed Unemployed  Pensioner Other All
inactive categories
BiH 16.4 26.8 17.3 222 18.6
FBiH 16.4 259 15.7 18.9 17.4
RS 16.0 27.6 19.8 271 20.2
BD 25.7 31.2 222 21.3 25.0

Source: HBS (2007Db).

Naturally, poverty is strongly linked to employment (Table 17). The incidence of poverty
among household where the head of household is unemployed is almost twice as large as
among households where the head of household has employment. More noteworthy, perhaps,
is that even among the latter, more than 16 per cent are poor. While employment may be
necessary to escape poverty, it does not always suffice. There is an overall deficit of not only
employment, but also productive employment and decent work. BiH clearly still has a large
number of the working poor. Transposing the poverty incidence among the household where
the head is unemployed on total employment, a rough estimate suggests that there were some
120 - 150 thousand working poor in BiH in 2007. 52

Table 18. Poverty incidence by status of employment of the head of household, percentages

Employer Self-employed  Permanent  Other Total
employment employment
BiH 10.5 21.1 153 28.3 18.2
FBiH 9.5 22.0 14.2 27.9 17.6
RS 11.6 19.1 16.9 28.1 18.6
BD 21.0 32.4 221 42.7 27.7

Source: HBS (2007Db).
Remark: ‘Other employment’ refers to employees who did not have “indefinite contracts’.

Table 19. Poverty incidence by sector of employment of the head of household, percentages

Agriculture  Industry Construction — Trade & Other All
transport sectors
BiH 25.3 21.0 26.6 114 10.4 18.2
FBiH 26.1 20.2 26.9 11.0 9.7 17.6
RS 24.1 223 24.3 11.2 11.6 18.6
BD 40.3 23.3 45.6 24.6 12.3 27.7

Source: HBS (2007b).

>? This figure was obtained by simply multiplying the number of people in employment in 2007 — 850,000 — with
the poverty incidence (16.4 per cent). It is a proxy of the actual number, as it disregards the fact that the incidence
of employment may vary between poor and non-poor households.
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As expected, the nature and area of employment matter. Those with permanent employment
are exposed to poverty to a much lesser extent than those who are self-employed or have other
forms of, mainly temporary, employment (Table 18). What does come as a surprise is that the
poverty incidence among those with other forms of employment, i.e. employees without
permanent contracts, is as high as that for the unemployed. This points to the widespread
existence of precarious employment, which is associated with the large informal economy. It
also points to the need to broaden the focus on employment to one which in equal measure
addresses the need to increase employment rates and create new jobs and the need to ensure
that employment is productive, offer adequate returns to the workers and offers decent
working conditions.

The incidences of poverty by sector of occupation of the head of household display a somewhat
unexpected picture (Table 19). Not only is the poverty incidence above average among those
working in agriculture, but also among those working in construction and industry. By contrast,
it is far below the average among those working in services. While the latter may reflect a rapid
productivity growth in services (see Table 12a), the large difference between industry and the
services sector is still remarkable. It suggests a need for further exploration to understand the
causes for this difference.

Table 20. Poverty incidence by level of education of the head of household, percentages.

No Primary Secondary  Tertiary All levels
education
BiH 33.3 242 15.5 3.2 18.6
FBiH 30.2 241 14.7 3.2 17.4
RS 38.4 23.8 16.5 3.4 20.2
BD 19.6 32.1 23.3 5.0 25.0

Source: HBS 2007b, p. 70

Education is arguably the single most important factor influencing the exposure to poverty. The
incidence of poverty decreases sharply with the level of education of the head of household
(Table 20). This strong link between education and freedom from poverty goes via the labour
market. As shown in some detail above (Table 8) labour market access and access to high
quality jobs increases significantly with the level of education, although there are important
gender differences in this regard. The figures in Table 20 reinforce the conclusion that access to
high quality education beyond the primary level is crucial.
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Table 21. Distribution of consumption by consumption quintiles

Quintile KM % of median % share of total
1 2,211 45 2.9
2 2,952 60 7.2
3 3,572 73 12.7
4 4,194 86 19.2
5 4,904 100 26.8
6 5,765 118 35.6
7 6,807 139 46.1
8 8,198 167 58.6
9 10,810 221 74.2
10 17,767 362 100

Source: HBS (2007b: 42).

The results of the 2007 Household Budget Survey suggest that economic inequality, measured
in terms of consumption, remain within reasonable limits and may even have fallen in recent
year (Table 21). The Gini coefficient of consumption apparently fell from 0.36 to 0.33 between
2004 and 2007. In 2007 the Gini coefficient of consumption was 0.34 and 0.33 in urban and in
rural areas, respectively, suggesting relatively small rural - urban differences.?*> The overall
Gini coefficient of consumption is higher than that of most countries in the EU, but more or less
at the level found in neighboring countries.>* However, it should be noted that the figures refer
to consumption and not income. Both private (in particular remittances from abroad) and public
transfers are known to be an important source of revenue for many Bosnian households,
although their distributional impact cannot be gauged from the available statistics. Similarly, it
is impossible to estimate either absolute or relative size of income from labour, or the
magnitude of inequality in this regard.

>> HBS (2007b).
>* HDR (2009). Most countries in the EU have a Gini coefficient below 0.3, while it is somewhat higher than in BiH
in Albania and Macedonia, but lower in Serbia and Croatia.
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Concluding remarks

Despite economic growth and some improvements in the labour markets during the years prior
to the global economic crisis, the human resources in BiH remain severely underutilised.
Moreover, almost half of the working-age population - here defined as persons aged 15-64 - do
not participate in the labour force, and among those who do, one in four is unemployed. Most
of the unemployment is long term and structural, suggesting that it is very difficult to enter the
labour market. As a result, only four out of ten Bosnians in the working-age are economically
active; among those who do work, productivity and returns to labour are often inadequate.
Wages remain low by the EU and regional standards, inducing people to migrate abroad for
work. In 2007 there were still some 125,000 - 150,000 working poor - in the sense that despite
having a job they did not earn enough to bring themselves and their dependants out of income
poverty.

This amounts to a gross under-utilisation of the working-age population in BiH. Most families
and households in Bosnia have the human resources and almost certainly the will to engage
more fully and productively in economic activities to increase their own material welfare, while
also contributing to the economic development of the country. In the absence of adequate
opportunities to do so at home, many move abroad where employment and earning
opportunities are perceived to be more attractive.

The Bosnian economy is clearly undersized compared to its human resource base. The
discrepancy between the human resource base and the ability of the economy to productively
use this resource base can be reduced in two ways: through domestic job-rich growth, or
through a gradual contraction of the human resource base.

Economic inequality appears to be high, if not alarmingly so. In 2007 the Gini coefficient of
consumption was estimated at 0.34, which despite being higher than the EU-average, is rather
in line with that of the neighboring countries. However, in the absence of any reliable data on
incomes, an analysis of income distribution and income inequality is practically impossible. It
may well be that income from employment is a more unequal than the Gini coefficient of
consumption suggests, as public and private transfers are known to be important sources of
income in many Bosnian households. Second, if lack of material resources and lack of power
and choice are perceived to form the essence of poverty, then consumption statistics alone tell
only part of the story. As importantly, the individual’s freedom to decide over and shape the
fortunes of one’s own life is severely curtailed in the absence of adequate and equal access to
productive employment and decent work.

Third, household consumption data may hide important intra-household differences and not
least, inequality between men and women. Labour force data clearly point to striking gender
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disparity in labour market access and participation to the detriment of women. Women
participate in the labour market to a much lesser extent than men and are more likely to be
unemployed. It would seem that this marked inequality is largely due to inequality of
opportunities, rather than differences in educational attainment and other attributes affecting
employability. In-depth analysis is needed to identify and remedy the causes behind the high
degree of gender inequality on the labour market.

The poor utilisation of the country’s human resources and the evident gender inequality is
particularly worrisome as the Bosnian population is rapidly ageing and will most probably
contract at an increasing pace in the years to come. The ravages of the war and very low fertility
rates combined with high rates of migration abroad have resulted in low birth rates and small
cohorts of children and youth in the population. While the share of children (aged below 15) in
the population has fallen from 34 per cent in 1971 to 15 per cent in 2007 (Figure 1), the share of
elderly (aged 65 and more) has increased. This rapid ageing of the population is set to continue
in foreseeable future. As the number of old people increases at the same time as the number of
young entrants into the labour force declines, the dependency ratio, that is the number of
mouths that each breadwinner needs to feed, will deteriorate. Higher productivity, resulting in
higher incomes from labour, and a much higher employment rates and better utilisation of the
working age population, will be needed not only to maintain material standards of living, but to
keep them from falling in the years to come.

The challenge of rapidly increasing productive employment and decent work through a much
more forceful inclusive and job-rich economic growth will need to address challenges on at least
three broad fronts.

Firstly, investments in human resources need to be brought up to a higher qualitative level. As
BiH aspires to fully integrate in the European economic space and become an equal member of
the European family of nations, its point of reference will increasingly need to be that of other,
often more developed, European countries. In the area of human resources development BiH
still lags behind most of its European peers. The share of the adult population with higher, or
even secondary, education trails that of most other countries in the region. There are also
serious, but less documented, concerns about the quality and relevance of education and about
the capacity of the educational system to impart high-quality skills and education. Data from
labour market and household budget surveys suggest that education is the single most
important factor determining the prospects of young people to attain productive employment
and escape the risks of unemployment and poverty. Equal access to high quality education and
skills training at all levels is therefore of paramount importance. Such access needs to be
affordable to all and merit-based.

Second, opportunities and returns to human capital need to be greatly improved. The dismal
statistics on employment rates, unemployment and labour force participation and the large
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number of Bosnians who continue to work abroad speak for themselves. Sustained high rates of
economic growth will be needed to utilise the full potential of human resource base and to
gradually close the gap compared to the most EU countries with regard to economic
development and performance. Such growth will increasingly need to be efficiency- and
innovation led. It will need to involve rapid technological development and will inevitably
entail continued structural change. While a great deal can be achieved through further
improvements in the overall business environment and reducing the ‘cost of doing business’,
more proactive policies in the form of a development strategy that actively supports and guides
the economic and social development may be necessary.

Third, the complex issue of inequality needs to be addressed. BiH cannot afford, nor should it
accept, an economic and social development resulting in winners and losers. A big divide
between those who have access to productive employment and those who do not already exists.
This divide is intertwined with prominent gender inequality in access to employment and
economic opportunities. The issue of inclusiveness and elimination of the causes of inequality of
opportunity between genders, as well as between other groups in the society, needs to be
forcefully addressed as part and parcel of an overall strategy aimed at achieving productive
employment and decent work for all. Better knowledge of the factors and causes creating and
reinforcing inequality is needed in order to design effective policies.

However, the somewhat gloomy picture that emerges from above-said needs to be put in its
proper perspective. Few if any country in Europe has faced such daunting development
challenges as BiH as it emerged from a devastating civil war in the mid-1990s. Severely crippled
by an internecine war and with its very legitimacy of existence under question, BiH has had to
address the dual challenges of building a new nation that meets the standards of the peer
European countries, and of profound economic and societal transformation to become a modern
and competitive market economy. Societal and institutional development that has taken place
over centuries in other countries has to be achieved in the course of decades here. For BiH this
has been and remains a race against time. It is only appropriate that the present situation, with
all the obvious shortcomings, is assessed not only in terms of what remains to be achieved, but
also from the perspective what has already been achieved.
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APPENDIX
A.1. Decomposition of the GDP growth from labour perspective

GDP per capita can be expressed as:

GDE, WorkingAgePopulation, LabourForce, Employment, GDPF,
= £ £ £
Population, Population WorkingAgePopulation, LabourForce, Employment,
Or

If we take log differences, this will show us that change in GDP per capita is a summation of change
in the following:

Age structure, 5,

Activity rate, 4,

Employment rate, E,

Ll

Labour productivity, P,

The reason for this follows.
Reason
1. When we take log differences, we do the following:

Go=5« A, «E x P,

Taking logs,
logG, = log5, + logA, + logE, + logF,

We can represent this by
ge=s.ta.+e+p.

2. We have the same for the period £ — 1,
Ge-1=5—1F Q1+ &1 T Py

3. So we can subtract the above two equations to get log differences,

Ge— Ge—1 = Sp— Sp—1 + Qr— @1 T & — Bq t Pr— Pr-1
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4. And we know that

G
Ge— Ge-1 = logl,— logh,1 = EGE{G f
t—1

G,

ey

=Eog{ —1+1}

Gr_ Gr—l
=g,
E

+1]
-1

. Gr - Gr—l
Ge—y

5. If we do the same for all the other terms in the equation in 3., we get that,

Gr_ Gr—lz Sr_ 5:—1 + Ar_ At—l + Er_ Er—l + Pr_ Pr—l
Geoy Se-1 Ay Eey Py

Or that change in GDP per capita is a sum of change in labour productivity, employment,
labour force participation/activity rate and age structure.

What this means for organization of data

When we study growth from a labour perspective, we can take this accounting identity into
account and study statistics in the following order:

- Lo Se— Se—a

* Change in the age structure , which is T
-1

. . o A=Ay

* Change in the activity rate, which is T
-1

. o Er— Er—y

» Change in employment levels, which is E—
-1

: . o Fr—Pry

* Change in labour productivity, which is T
t—1

Gr— Gr_
» Change in GDP per capita % and the above variables' relative contribution to it.
-1
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Age 15-24 25-49 50-64 15-64

A.2. Tables Activity rate (%) 33 69 a1 54
men 40 85 55 68
*Dependency ratio actual: Total non-employed population divided by women 24 53 28 40
the employed population Employment rate (%) 17 53 34 40
Dependency ratio, age based: Non-working age population (under 15 men 22 67 45 51
d 65 and divided by th ki lati
an 6 and over) divide y' 'e wor |nga;-ge population ' women 1 40 24 29
Activity rate: Labour force divided by working age population * 100 | .
Employment rate: Employed divided by working age population * 100 Unemployment rate (%) 49 23 17 24
Unemployed rate: Unemployed divided by labour force * 100 men 47 21 18 23
women 53 25 15 26

Table 1. Participation in the labour force by age groups and sex, BiH,
Table 1.1. Participation in the labour force by age groups and sex, FBiH. 2009

2009
Age 1524 2549 5064  15-64 Age 1524 2549 50-64  15-64
Working age population (000) 432 1040 617 2088 Working age population (000) 291 676 373 1339
men 223 515 294 1031 men #5332 177 655
women 209 525 323 1057 women 145 344 1% 685
In labour force (000) 141 718 251 1132 In labour force (000) 92 442 131 665
men 90 438 162 703 men 58 279 90 427
women 51 280 89 428 women 34 163 41 237
Employed (000) 72 556 210 838 Employed (000) 42 337 112 492
men 48 347 133 528 men 28 217 77 322
women 24 209 76 309 women 14 120 36 170
Unemployed 69 162 42 273 Unemployed 50 105 19 173
men 42 91 29 162 men 30 62 14 106
women 27 70 13 110 women 19 43 5 67
Inactive (000) 291 322 365 978 Inactive (000) 199 235 24l 675
men 133 76 131 340 men 87 53 87 227
women 158 246 234 638 women 112 181 154 447
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Age 15-24 25-49 50-64 15-64

Age 15-24 25-49  50-64 15-64
Activity rate (%) 32 65 35 30 Activity rate (%) 35 77 50 60
men 40 84 51 65 men a1 33 63 71
women 23 47 21 35 women 28 66 38 50
Employment rate (%) 14 50 30 37
Employment rate (%) 22 61 40 47
men 19 65 44 49
men 26 72 50 55
women 10 35 18 25
women 15 50 32 38
Unemployment rate (%) 54 24 15 26
Unemployment rate (%) 38 20 19 22
men 52 22 16 25
men 37 18 21 21
women 56 26 12 28
women 41 23 15 23

Table 1.2. Participation in the labour force by age groups and sex, RS. 2009

Age 15-24 25-49 50-64 15-64
Working age population (000) 134 344 233 711
men 74 173 111 357
women 60 172 122 353
In labour force (000) 47 265 116 428
men 30 152 70 252
women 17 113 46 176
Employed (000) 29 211 94 334
men 19 124 55 198
women 9 86 39 135
Unemployed 18 54 22 94
men 11 28 15 53
women 7 26 7 40
Inactive (000) 87 79 116 283
men 44 21 41 106
women 44 59 75 178
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Table 1a Participation in the labour force by age groups and by sex. 2006-2009 BiH
TOTAL
Labour force
Age
groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 495 485 447 432 165 162 148 141 62 67 78 72 103 95 70 69 | 330 323 299 291
25-49 1172 1155 1096 1040 774 774 752 718 | 546 564 586 556 | 228 210 166 162 | 398 381 345 322
50-64 576 595 577 617 211 231 234 251 176 190 198 210 35 41 35 42 365 364 343 365
15-64 2242 2235 2120 2088 | 1149 1167 1134 1110 | 784 821 862 838 | 366 346 272 272 | 1093 1068 986 978
TOTAL 2733 2725 2649 2594 | 1177 1196 1162 1132 811 850 890 859 366 347 272 272 | 1556 1529 1486 1463
MALE
Labour force
Age
groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 254 248 236 223 102 101 94 90 40 45 52 48 61 56 42 42 152 147 141 133
25-49 589 574 541 515 482 483 461 438 | 353 365 372 347 129 117 88 91 107 92 81 76
50-64 267 285 271 294 142 158 155 162 118 129 130 133 24 29 25 29 124 127 116 131
15-64 1109 1107 1048 1031 726 742 710 691 512 593 554 528 214 202 156 163 383 366 338 340
TOTAL 1322 1317 1278 1252 743 760 729 703 528 557 573 541 215 203 156 163 579 557 549 549
FEMALE
Labour force
Age
groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 241 236 211 209 63 61 54 51 22 22 26 24 42 38 28 27 178 176 157 158
25-49 583 581 555 525 292 292 291 280 192 199 213 209 99 93 77 70 292 289 164 246
50-64 309 311 305 323 68 74 79 89 58 61 68 76 10 12 10 13 241 237 227 234
15-64 1133 1128 1071 1057 423 426 423 419 272 282 307 310 151 143 116 110 | 710 702 648 638
TOTAL 1410 1408 1371 1342 434 436 433 428 283 292 317 318 151 144 116 110 976 972 938 314
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Table 1b. Participation in the labour force by age groups and by sex. 2006-2009 in BiH. Percentages.

TOTAL

Age
groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 2006 2007 2008 2009 2006 2007 2008 2009
15-24 33 33 33 33 13 14 17 17 62 59 47 49
25-49 66 67 69 69 47 49 53 53 29 27 22 23
50-64 37 39 41 41 31 32 34 34 17 18 15 17
15-64 51 52 53 53 35 37 41 40 32 30 24 25
TOTAL 43 44 44 44 30 31 34 33 31 29 23 24

MALE

Age
groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 2006 2007 2008 2009 2006 2007 2008 2009
15-24 40 41 40 40 16 18 22 22 60 55 45 47
25-49 82 84 85 85 60 64 69 67 27 24 19 21
50-64 53 55 57 55 44 45 48 45 17 18 16 18
15-64 65 67 68 67 46 54 53 51 29 27 22 24
TOTAL 56 58 57 56 40 42 45 43 29 27 21 23

FEMALE

Age
groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 2006 2007 2008 2009 2006 2007 2008 2009
15-24 26 26 26 24 9 9 12 11 67 62 52 53
25-49 50 50 52 53 33 34 38 40 34 32 26 25
50-64 22 24 26 28 19 20 22 24 15 16 13 15
15-64 37 38 39 40 24 25 29 29 36 34 27 26
TOTAL 31 31 32 32 20 21 23 24 35 33 27 26
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Table 1.1a. Participation in the labour force by age groups and by sex. 2006-2009 FBiH

TOTAL
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 337 326 298 291 112 104 98 92 37 38 47 42 75 66 51 50 225 222 201 199
25-49 760 757 719 676 498 489 468 442 351 352 362 337 146 137 106 105 262 268 250 235
50-64 347 353 349 373 112 121 128 131 103 100 109 112 18 21 19 19 | 225 232 221 241
15-64 1443 1437 1366 1339 731 714 694 665 492 490 518 492 239 224 176 173 711 722 672 675
TOTAL 1718 1708 1661 1619 | 740 722 703 674 500 498 528 201 | 240 225 176 173 | 977 985 957 945
MALE
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 173 167 158 145 68 64 63 58 24 25 31 28 45 40 32 30 105 103 95 87
25-49 376 371 347 332 315 312 292 279 232 235 234 217 82 76 58 62 62 59 55 53
50-64 159 167 163 177 85 86 88 90 72 70 74 77 12 16 14 14 74 81 75 87
15-64 708 705 668 655 | 467 462 443 427 328 330 339 322 139 131 104 106 | 241 243 225 227
TOTAL 827 822 796 777 473 467 449 433 333 336 345 327 139 132 104 106 354 354 347 344
FEMALE
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 164 160 141 145 44 40 35 34 14 13 16 14 30 27 19 19 120 120 106 112
25-49 383 386 372 344 183 178 176 163 119 117 128 120 64 61 48 43 200 209 195 181
50-64 188 186 186 195 37 35 40 41 31 30 35 36 6 5 5 5 151 151 146 154
15-64 735 732 698 685 264 253 251 237 164 160 179 170 100 93 72 67 471 479 447 447
TOTAL 891 886 864 842 | 268 255 254 241 167 162 182 174 100 93 72 67 | 623 631 610 600
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Table 1.1b. Participation in the labour force by age groups and by sex. 2006-2009 in FBiH. Percentages.

TOTAL

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 33 32 33 32 11 12 16 14 67 63 52 54
25-49 66 65 65 65 46 46 50 50 29 28 23 24
50-64 32 34 37 35 30 28 31 30 16 17 15 15
15-64 51 50 51 50 34 34 38 37 33 31 25 26
TOTAL 43 42 42 42 29 29 32 12 32 31 25 26

MALE

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 39 38 40 40 14 15 20 19 66 63 51 52
25-49 84 84 84 84 62 63 67 65 26 24 20 22
50-64 53 51 54 51 45 42 45 44 14 19 16 16
15-64 66 66 66 65 46 47 51 49 30 28 23 25
TOTAL 57 57 56 56 40 41 43 42 29 28 23 24

FEMALE

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 27 25 25 23 9 8 11 10 68 68 54 56
25-49 48 46 47 47 31 30 34 35 35 34 27 26
50-64 20 19 22 21 16 16 19 18 16 14 13 12
15-64 36 35 36 35 22 22 26 25 38 37 29 28
TOTAL 30 29 29 29 19 18 21 21 37 36 28 28
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Table 1.2a. Participation in the labour force by age groups and by sex. 2006-2009 in RS

TOTAL
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 150 151 141 134 50 56 49 47 24 29 30 29 26 27 19 18 99 95 93 87
25-49 393 379 358 344 263 272 271 265 186 204 215 211 77 68 56 54 130 107 87 79
50-64 218 233 218 233 86 107 102 116 70 88 87 94 16 20 16 22 132 126 115 116
15-64 760 762 717 711 399 435 422 428 280 320 332 334 119 115 90 94 | 361 327 295 283
TOTAL 964 969 938 927 417 455 441 439 298 340 350 345 119 115 90 94 546 514 498 488
MALE
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 76 77 74 74 32 36 30 30 16 20 20 19 15 16 10 11 45 41 44 44
25-49 202 194 185 173 159 163 161 152 115 125 133 124 44 38 28 28 43 31 24 21
50-64 103 113 103 111 56 70 65 70 44 57 54 55 12 13 11 15 47 43 38 41
15-64 381 384 362 357 246 268 256 252 175 202 207 198 71 67 49 53 135 115 106 106
TOTAL 470 471 457 451 258 281 269 259 186 214 220 205 71 67 49 53 213 190 189 193
FEMALE
Labour force
Age groups Working age population Total Employed persons Unemployed persons Inactive
2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 73 74 67 60 19 20 18 17 8 9 9 9 11 11 9 7 55 53 49 44
25-49 191 185 173 172 104 109 110 113 71 79 83 86 33 30 27 26 87 76 63 59
50-64 115 120 114 122 30 37 38 46 26 31 32 39 4 7 5 7 85 82 77 75
15-64 379 378 355 353 153 166 166 176 105 119 125 135 48 48 41 40 | 226 212 189 178
TOTAL 493 498 481 476 160 174 172 180 112 126 131 140 48 48 41 40 333 324 309 295
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Table 1.2b. Participation in the labour force by age groups and by sex. 2006-2009 in RS (‘000)

TOTAL

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 33 37 35 35 16 19 21 22 52 48 39 38
25-49 67 72 76 77 47 54 60 61 29 25 21 20
50-64 39 46 47 50 32 38 40 40 19 19 16 19
15-64 53 57 59 60 37 42 46 47 30 26 21 22
TOTAL 43 47 47 47 31 35 37 37 29 25 20 21

MALE

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 42 47 41 41 21 26 27 26 47 44 33 37
25-49 79 84 87 88 57 64 72 72 28 23 17 18
50-64 54 62 63 63 43 50 52 50 21 19 17 21
15-64 65 70 71 71 46 53 57 55 29 25 19 21
TOTAL 55 60 59 57 40 45 48 45 28 24 18 20

FEMALE

Age groups Activity rate Employment rate Unemployment rate

2006 2007 2008 2009 | 2006 2007 2008 2009 | 2006 2007 2008 2009
15-24 26 27 27 28 11 12 13 15 58 55 50 41
25-49 54 59 64 66 37 43 48 50 32 28 25 23
50-64 26 31 33 38 23 26 28 32 13 19 13 15
15-64 40 44 47 50 28 31 35 38 31 29 25 23
TOTAL 32 35 36 38 23 25 27 29 30 28 24 22

Source: LFS (2008, 2009)

Activity rate: Labour force divided by working age population * 100
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Table 2. Participation in the labour force, BiH, total.

Both sexes 2006 2007 2008 2009
Total population (000) 3372 3315 3211 3129
Working age population 15-64 (000) 2242 2235 2120 2088
Labour force (000) 1149 1167 1134 1110
Employed (000) 784 821 862 838
Unemployed (000) 366 346 272 272
Inactive (000) 1093 1068 986 978

Discouraged (000) 102 92 62 58
Registered Unemployed* 525 518 483 510
Dependency ratio, actual (%) 3,3 3,0 2,7 2,7
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 51,2 52,2 53,5 53,2
Employment rate (%) 35,0 36,7 40,7 40,1
Unemployment rate (%) 31,9 29,6 24,0 24,5
Registered Unemployment rate (%) 45,7 44,4 42,6 45,9
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Table 2a. Participation in the labour force, BiH. Total, by sex

Men 2006 2007 2008 2009
Total population (000) 1646 1613 1566 1523
Working age population 15-64 (000) 1109 1107 1048 1031
Labour force (000) 726 742 710 691
Employed (000) 512 539 554 528
Unemployed (000) 214 202 156 163
Inactive (000) 383 366 338 340
Discouraged (000) 51 44 27 23
Registered Unemployed* 270 237 254
Dependency ratio, actual (%) 2,2 2,0 1,8 1,9
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 65,5 67,0 67,7 67
Employment rate (%) 46,2 48,7 52,9 51,2
Unemployment rate (%) 29,5 27,2 22,0 23,6
Registered Unemployment rate (%) 36,4 33,4 36,8
Women 2006 2007 2008 2009
Total population (000) 1726 1703 1645 1605
Working age population 15-64 (000) 1133 1128 1071 1057
Labour force (000) 423 426 423 419
Employed (000) 272 282 307 310
Unemployed (000) 151 143 116 110
Inactive (000) 710 702 648 638
Discouraged (000) 51 48 35 35
Registered Unemployed* 248 246 256
Dependency ratio, actual (%) 5,3 5,0 4,4 4,2
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 37,3 37,8 39,5 40
Employment rate (%) 24,0 25,0 28,7 29,3
Unemployment rate (%) 35,7 33,6 27,4 26,3
Registered Unemployment rate (%) 58,2 58,2 61,1
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Table 2.1. Participation in the labour force, FBiH, total

2006 2007 2008 2009

Total population (000) 2141 2101 2043 1974
Working age population 15-64 (000) 1443 1437 1366 1339
Labour force (000) 731 714 694 665
Employed (000) 492 490 518 492
Unemployed (000) 239 224 176 173
Inactive (000) 711 722 672 675
Discouraged (000) 53 52 36 32
Registered Unemployed*
Dependency ratio, actual (%) 3,4 3,3 2,9 3,0
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 50,7 49,7 50,8 49,7
Employment rate (%) 34,1 34,1 37,9 36,7
Unemployment rate (%) 32,7 31,4 25,4 26,0

Registered Unemployment rate (%)
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Table 2.1a. Participation in the labour force, FBiH. Total, by sex

Men 2006 2007 2008 2009
Total population (000) 1039 1016 992 955
Working age population 15-64 (000) 708 705 668 655
Labour force (000) 467 462 443 427
Employed (000) 328 330 339 322
Unemployed (000) 139 131 104 106
Inactive (000) 241 243 225 227
Discouraged (000) 26 26 15 14
Registered Unemployed*
Dependency ratio, actual (%) 2,2 2,1 1,9 2,0
Dependency ratio, age-based (%) 0,5 0,4 0,5 0,5
Activity rate (%) 66,0 65,5 66,3 65
Employment rate (%) 46,3 46,8 50,7 49,2
Unemployment rate (%) 29,8 28,4 23,5 24,8
Registered Unemployment rate (%)
Women 2006 2007 2008 2009
Total population (000) 1102 1085 1051 1019
Working age population 15-64 (000) 735 732 698 685
Labour force (000) 264 253 251 237
Employed (000) 164 160 179 170
Unemployed (000) 100 93 72 67
Inactive (000) 471 479 447 447
Discouraged (000) 27 26 21 19
Registered Unemployed*
Dependency ratio, actual (%) 5,7 5,8 49 5,0
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 35,9 34,6 36,0 35
Employment rate (%) 22,3 21,9 25,6 24,8
Unemployment rate (%) 37,9 36,8 28,7 28,3

Registered Unemployment rate (%)
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Table 2.2. Participation in the labour force, RS, total

2006 2007 2008 2009
Total population (000) 1168 1155 1109 1096
Working age population 15-64 (000) 760 762 717 711
Labour force (000) 399 435 422 428
Employed (000) 280 320 332 334
Unemployed (000) 119 115 90 94
Inactive (000) 361 327 295 283
Discouraged (000) 46 37 24 24

Registered Unemployed*
Dependency ratio, actual (%) 3,2 2,6 2,3 2,3
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 52,5 57,1 58,9 60,2
Employment rate (%) 36,8 42,0 46,3 47,0
Unemployment rate (%) 29,8 26,4 21,3 22,0

Registered Unemployment rate (%)
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Table 2.2a. Participation in the labour force, RS, by sex

Men 2006 2007 2008 2009
Total population (000) 576 568 545 538
Working age population 15-64 (000) 381 384 362 357
Labour force (000) 246 268 256 252
Employed (000) 175 202 207 198
Unemployed (000) 71 67 49 53
Inactive (000) 135 115 106 106
Discouraged (000) 24 16 11 8
Registered Unemployed*
Dependency ratio, actual (%) 2,3 1,8 1,6 1,7
Dependency ratio, age-based (%) 0,5 0,5 0,5 0,5
Activity rate (%) 64,6 69,8 70,7 71
Employment rate (%) 45,9 52,6 57,2 555
Unemployment rate (%) 28,9 250 19,1 21,0
Registered Unemployment rate (%)
Women 2006 2007 2008 2009
Total population (000) 592 587 564 557
Working age population 15-64 (000) 379 378 355 353
Labour force (000) 153 166 166 176
Employed (000) 105 119 125 135
Unemployed (000) 48 48 41 40
Inactive (000) 226 212 189 178
Discouraged (000) 22 21 13 16
Registered Unemployed*
Dependency ratio, actual (%) 4,6 3,9 3,5 3,1
Dependency ratio, age-based (%) 0,6 0,6 0,6 0,6
Activity rate (%) 40,4 439 46,8 50
Employment rate (%) 27,7 31,5 35,2 38,2
Unemployment rate (%) 31,4 28,9 24,7 22,7

Registered Unemployment rate (%)

Source: LFS (2008, 2009)
*Source: LMS
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Table 3. Unemployment by duration of unemployment and
sex, FBiH. (000)

Both

Men Women sexes
Found job 2
Less than 5 months 8 5 13
6-11 months 10 5 15
12-23 months 10 9 19
24-59 months 23 16 40
60-119 months 25 13 38
120 months and more 29 18 47
Total 106 67 173

Table 3a. Unemployment by duration of unemployment
and sex, BiH. Percentages

Both
Men Women sexes
Found job 1,2 0,1 0,8
Less than 5 months 7,4 8,3 7,7
6-11 months 9,2 7,3 8,5
12-23 months 9,8 11,9 10,7
24-59 months 21,5 25,7 23,2
60-119 months 23,3 20,2 22,1
120 months and more 27,6 26,6 27,2
Total 100 100 100

Source: LFS (2009: Table 13)
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Table 3.1. Unemployment by duration of unemployment by sex,

FBiH, (000)
Both

Men Women sexes
Found job 2
Less than 5 months 8 5 13
6-11 months 10 5 15
12-23 months 10 9 19
24-59 months 23 16 40
60-119 months 25 13 38
120 months and more 29 18 47
Total 106 67 173

Table 3.1a. Unemployment by duration of unemployment

and sex, FBiH. Percentages

Men Women  Both sexes

Found job 0,0 0,0 1,2

Less than 5 months 7,5 7,5 7,5

6-11 months 9,4 7,5 8,7

12-23 months 9,4 13,4 11,0

24-59 months 21,7 23,9 23,1
60-119 months 23,6 19,4 22,0

120 months and

more 27,4 26,9 27,2

Total 99 99 101

Source: LFS (2009: Table 13.1)
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Table 3.2. Unemployment by duration of unemployment and sex,

RS. (000)
Men Women Both sexes
Found job
Less than 5 months 4 3 7
6-11 months 7
12-23 months 6 4 10
24-59 months 11 11 22
60-119 months 13 9 22
120 months and more 15 10 25
Total 53 40 94

Table 3.2a. Unemployment by duration of unemployment and

sex, RS. Percentages

Men Women Both sexes
Found job 0,0 0,0 0,0
Less than 5 months 7,5 7,5 7,4
6-11 months 9,4 7,5 7,4
12-23 months 11,3 10,0 10,6
24-59 months 20,8 27,5 23,4
60-119 months 24,5 22,5 23,4
120 months and more 28,3 25,0 26,6
Total 102 100 99

Source: based on LFS (2009: Table 13.2)

56



Table 4. Educational attainment levels, 2009, BiH (000)

Primary  Secondary Tertiary Total

Working age population 1176 1234 184 2594

men 428 720 104 1252

women 748 514 80 1342

In labour force 259 736 137 1132
men 149 481 73 703
women 110 254 64 428
Employed 192 544 123 859
men 108 367 66 541
women 84 177 57 318
Unemployed 67 191 14 272
men 42 114 163
women 26 77 110

Inactive 917 499 47 1463
men 279 239 31 549
women 639 260 15 914

Table 4a. Educational attainment levels, 2009, BiH, percentages

Primary Secondary

Tertiary All levels

Working age population
men
women

In labour force
men
women

Employed
men
women

Unemployed
men
women

Inactive

men
women

45,3
34,2
55,7
22,9
21,2
25,7
22,4
20,0
26,4
24,6
25,8
23,6
62,7
50,8
69,9

47,6
57,5
38,3
65,0
68,4
59,3
63,3
67,8
55,7
70,2
69,9
70,0
34,1
43,5
28,4

7,1
8,3
6,0
12,1
10,4
15,0
14,3
12,2
17,9
51
4,3
6,4
3,2
5,6
1,6

100
100
100
100
100
100
100
100
100
100
100
100
100

100
100
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Table 4b. Educational attainment levels, 2009, BiH, percentages

Primary Secondary Tertiary
Working age population 100 100 100
men 100 100 100
women 100 100 100
In labour force 22,0 59,6 74,5
men 34,8 66,8 70,2
women 14,7 49,4 80,0
Employed 16,3 44,1 66,8
men 25,2 51,0 63,5
women 11,2 34,4 71,3
Unemployed 5,7 15,5 7,6
men 9,8 15,8 6,7
women 3,5 15,0 8,8
Inactive 78,0 40,4 25,5
men 65,2 33,2 29,8
women 85,4 50,6 18,8
Unemployment rate 25,9 26,0 10,2
men 28,2 23,7 9,6
women 23,6 30,3 10,9




Table 4.1. Educational attainment levels, 2009, FBiH (000)

Primary Secondary Tertiary Total
Working age population 709 794 116 1619
men 241 471 64 777
women 467 323 51 842
In labour force 131 455 88 674
men 79 307 46 433
women 52 148 42 241
Employed 90 330 80 501
men 54 231 42 327
women 37 100 38 174
Unemployed 41 125 8 173
men 25 77 4 106
women 16 48 4 67
Inactive 577 339 28 945
men 162 164 18 344
women 415 175 10 600
Table 4.1a. Educational attainment levels, 2009, FBiH, percentages
Primary Secondary Tertiary  All levels*
Working age population 43,8 49,0 7,2 100
men 31,0 60,6 8,2 100
women 55,5 38,4 6,1 100
In labour force 19,4 67,5 13,1 100
men 18,2 70,9 10,6 100
women 21,6 61,4 17,4 100
Employed 18,0 65,9 16,0 100
men 16,5 70,6 12,8 100
women 21,3 57,5 21,8 101
Unemployed 23,7 72,3 4,6 101
men 23,6 72,6 3,8 100
women 23,9 71,6 6,0 101*
Inactive 61,1 35,9 3,0 100
men 47,1 47,7 5,2 100
women 69,2 29,2 1,7 100
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Table 4.1b. Educational attainment levels, 2009, FBiH, percentages

Primary Secondary Tertiary
Working age population 100 100 100
men 100 100 100
women 100 100 100
In labour force 18,5 57,3 75,9
men 32,8 65,2 71,9
women 11,1 45,8 82,4
Employed 12,7 41,6 69,0
men 22,4 49,0 65,6
women 7,9 31,0 74,5
Unemployed 5,8 15,7 6,9
men 10,4 16,3 6,3
women 3,4 14,9 7,8
Inactive 81,4 42,7 24,1
men 67,2 34,8 28,1
women 88,9 54,2 19,6
Unemployment rate 31,3 27,5 9,1
men 31,6 25,1 8,7
women 30,8 32,4 9,5

*Uncertain data available with the coefficient of variance being between

20%<CV<30%



Table 4.2. Educational attainment levels, 2009, RS (000)

Primary Secondary Tertiary Total
Working age population 441 421 65 927
men 176 237 38 451
women 265 183 27 476
In labour force 122 270 47 439
men 66 167 26 259
women 56 103 22 180
Employed 98 206 41 345
men 51 131 23 205
women 46 75 19 140
Unemployed 25 63 6 94
men 15 35 3 53
women 10 28 3 40
Inactive 319 151 18 488
men 110 71 12 193
women 209 80 5 295
Table 4.2a. Educational attainment levels, 2009, RS, percentages
All
Primary Secondary Tertiary levels*
Working age population 47,6 45,4 7,0 100
men 39,0 52,5 8,4 100
women 55,7 38,4 57 100
In labour force 27,8 61,5 10,7 100
men 25,5 64,5 10,0 100
women 31,1 57,2 12,2 101*
Employed 28,4 59,7 11,9 100
men 24,9 63,9 11,2 100
women 32,9 53,6 13,6 100
Unemployed 26,6 67,0 6,4 100
men 28,3 66,0 5,7 100
women 25,0 70,0 7,5 103*
Inactive 65,4 30,9 3,7 100
men 57,0 36,8 6,2 100
women 70,8 27,1 1,7 100
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Table 4.2b. Educational attainment levels, 2009, RS, percentages

Primary Secondary Tertiary
Working age population 100 100 100
men 100 100 100
women 100 100 100
In labour force 27,7 64,1 72,3
men 37,5 70,5 68,4
women 21,1 56,3 81,5
Employed 22,2 48,9 63,1
men 29,0 55,3 60,5
women 17,4 41,0 70,4
Unemployed 5,7 15,0 9,2
men 8,5 14,8 7,9
women 3,8 15,3 11,1
Inactive 72,3 35,9 27,7
men 62,5 30,0 31,6
women 78,9 43,7 18,5
Unemployment rate 20,5 23,3 12,8
men 22,7 21,0 11,5
women 17,9 27,2 13,6

* Uncertain data available with the coefficient of variance being between

20%<CV<30%

Source for Tables 4-4.2b: based on LFS (2008, 2009: Table 5-9, pp. 34—44)



Table 5. Development of employment 2006-2009, value added and labour productivity and by sector 2005-2008

Employment (thousands) 2005 2006 2007 2008 2009
Agriculture 167 168 183 182
Industry 249 277 289 270
Services 395 404 418 406
Total 811 850 890 858
Value added (Convertible Marks, thousands) 2005 2006 2007 2008
Agriculture 1545175 1617714 1644079 1631705
Industry 3911334 4001400 4438127 5027616
Manufacturing as a share of Industry 1752372 1989250 2451520 2827418
Construction as a share of Industry 752023 829412 1058668 1340151
Other as a share of Industry 1406939 1182738 927939 860047
Services 9773961 10125430 10759654 11661015
Total 15230470 15744544 16841860 18320336
Labour Productivity (Convertible Marks per employee) 2006 2007 2008
Agriculture 9687 9786 8916
Industry 16070 16022 17397
Services 25634 26633 27897
Total 19414 19814 20585

Source: LFS (2006, 2009), National Accounts (2008)
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Table 6. Sectoral decomposition of the economy and employment

Share in economy Contribution to growth
GDP Agriculture Industry Services Total Agriculture Industry Services Total
2006 10,3 25,4 64,3 100 11,6 22,6 65,8 100
2007 9,8 26,3 63,9 100 5,9 33,4 60,7 100
2008 8,9 27,4 63,7 100 3,7 34,1 62,2 100
Employment
2006 20,6 30,7 48,7 100 - - - -
2007 19,8 32,6 47,5 99,9 2,6 73,7 23,7 100
2008 20,6 32,5 47 100,1 36,6 29,3 34,1 100

Source: National Accounts (2008)

Table 7. Sectoral composition of GDP, BiH Table 8. Indices of growth, employment and Value added. 2006=100
2005 2006 2007 2008 2009 Employment 2006 2007 2008 2009

Agriculture 101 103 98 89 Agriculture 100 100,60 109,58 108,98

Industry 257 254 264 27,4 Industry 100 111,24 116,06 108,43
Manufacturing 11,5 126 146 154 Services 100 102,28 105,82 102,78
Construction 49 53 63 7,3 Total 100 104,81 109,74 105,80
Other 92 75 55 4,7

Services 64,2 64,3 63,9 63,7 Value added

Total 100 100 100 100 index. 2006=100 2005 2006 2007 2008

Sector composition of employment 2005 2006 2007 2008 2009 Agriculture 95,52 100 10163 100,86

Agriculture 20,6 19,8 20,6 212 Industry 97,75 100 110,91 125,65

Industry 30,7 326 325 315 Services 96,53 100 106,26 115,17

Services 487 475 470 473 Total 96,73 100 106,97 116,36

Total 100 100 100 100
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Table 8a. Growth rate of Productivity 2006-08

Sector 2007 2008
Agriculture 1,031 -8,716
Industry -0,331 9,582
Services 3,985 9,343
Total 2,161 6,619

Table 9. Sector contribution to GDP and employment

growth 2006-08

VA Employment
Agriculture 0,5 20,3
Industry 39,8 50,6
Services 59,6 29,1
Total 100 100
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Table 10. Sectoral contribution to growth

GDP Agriculture  Industry Services Total
2006 11,6 22,6 65,8 100
2007 59 334 60,7 100
2008 3,7 34,1 62,2 100
Employment

2006 - - -
2007 2,6 73,7 23,7 100
2008 36,6 29,3 34,1 100

Table 11. Employment elasticity 2006-2008

2006 2008
Agriculture 1 11,08
Industry 1 0,63
Services 1 0,38
Total 1 0,60




Table 12. Labour force by employment status and sex, BiH. (000) Table 12.2. Labour force by employment status and sex, RS. (000)

Men Women Both sexes Men Women Both sexes
Employees 401 224 625 Employees 139 32 221
Self-employed 122 53 176 Self loved sg 2% 81
Unpaid family workers 17 41 58 Ue 'e:? Oy_T
. npaid family
All cat 540 318 859
caregones workers 12 31 43
3 All categories 205 140 345
Table 12a. Labour force by employment status and sex, BiH. Percentages
Men Women Both sexes
Employees 743 704 72.8 Table 12.2a. Labour force by employment status and sex, RS. Percentages
Self-employed 22,6 16,7 20,5 Men Women Both sexes
Unpaid family workers 3,1 12,9 6,8 Employees 67,8 58,6 64,1
All categories 100 100 100 Self-employed 26,8 18,6 23,5
Source: LFS (2009: Table 6) Unpaid family workers 5,9 22,1 12,5

All categories 100 99 100
Source: based on LFS (2009: Table 6.2)

Table 12.1. Labour force by employment status and sex, FBiH. (000)

Table 13. Labour Force by economic sector and sex, BiH. Percentages

Men Women Both sexes

Men Women Both sexes

Employees 257 138 395 -
Self-employed 65 26 92 Agriculture 19 26 21
Unpaid family workers 5 9 14 Industry 40 16 31
All categories 327 174 501 Services 41 58 47

All industries 100 100 100
Table 12.1a Labour force by employment status and sex, FBiH. Percentages Source: LFS (2009: Table 7)

Men Women Both sexes

Employees 78,6 79,3 78,8 Table 13.1. Labour Force by economic sector and sex, FBiH. Percentages
Self-employed 19,9 14,9 18,4 Men Women Both sexes
Unpaid family workers 1,5 5,2 2,8 Agriculture 12 16 14
All categories 100 99 100 Industry 44 18 35
Source: LFS (2009: Table 6.1) Services 44 66 51

All industries 100 100 100

Source: LFS 2009: Table 7.1)
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Table 13.2. Labour Force by economic sector and sex, RS.
Percentages

Men Women Both sexes
Agriculture 29 38 32
Industry 35 14 27
Services 36 48 41
All industries 100 100 100

Source: LFS 2009: Table 7.2)
Table 14. Part-time employment by industry and sex, BiH. (000)

Both
Men Women sexes
Agriculture 24 30 54
Industry 12 3 15
Services 10 8 18
All industries 46 41 87

Table 14.1. Part-time employment by industry and sex, FBiH. (000)

Both
Men Women sexes
Agriculture 15 18 33
Industry 8 2 10
Services 6 5 11
All industries 29 25 54

Source: LFS 2009: Table 8.1)

Table 14.2. Part-time employment by industry and sex, RS. (000)

Men Women Both sexes
Agriculture 9 13 22
Industry 4 5
Services 5 2 7
All industries 18 16 34

Source: LFS (2009: Table 8.2)
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