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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 $acial Justice for a Fair Globalization, ahd
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wdrkn the Employment Policy Convention, 1964 (No2)l2nd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated emade more operational and today it
constitutes the basic framework through which th@ pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papesgries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmithload/dg_announce_en.pdf

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

* See http://www.ilo.org/employment.






Foreword

Perhaps, for the work of the International Labougddization (ILO), there isn't a
country more appropriate than Bosnia and Herzego(iiH). It is a country in transition
that emerged from a past of communist rule anebadyl conflict. Progress has been made,
though not necessarily enough of it. Labour maig®ies remain: high inactivity and high
unemployment. These dismal statistics are set sigaibackdrop of an ageing population
and high outbound migration, one of the highe&unope.

This present study by Shagun Khare, Per Ronnaseyld Shamchiyeva attempts to
structure all the varied constraints faced by thentry in its quest for a better life for its
people via an employment diagnostic analysis.dhfihdings of this analysis were used as
an input in the revision of the National Employm&titategy 2010-2014 that was adopted
in 2010. The two step methodology of employmenguastic analysis, developed by
Ronnas and his team at the International Labouic€ffceneva, results in an across-the-
board analysis — but one that focuses mainly ondtellenges to and opportunities for
productive employment. The study is quite uniqueitasot only contains a thorough
analysis of labour market and economic data, mat alsynthesis of the views of the ILO’s
social partners — the participants in the real eogn— the workers, the employers and the
government.

It is, moreover, an exhaustive first analysis thaves way for more focused and
targeted intervention. This work initiated in BiMey a year ago, has already led to further
studies on issues that were brought out to be tgtploductive employment generation in
the country. A study, in collaboration with the N&imy of Civil Affairs and the
Department of Economic Planning, is underway thedlsl with skills matching in the
economy; while another study on gender issues,undsrtaken by the Gender Bureau at
the ILO. Linking economic planning with human resmudevelopment has been a priority
in the country, and as | write this, a workshogatlaboration with the Ministry of Civil
Affairs on the same is being organized in Sarajevo.

All these positive developments take stem from ¢heprehensive and definitive
analysis of labour market issues contained inwbisme. | congratulate the authors on this
admirable work.

Duncan Campbell
Director for Policy Planning
Employment Sector






Contents

Page
o (=] = Lo = S iii
o]0 o [ PP PPPPPPPRPRRI v
1. 1100 [8 o (o] o HNU PP PPPPPPPPPR 9
Employment diagnostic analysis — the methodology ..., 9
Growth in Bosnia and Herzegovina from a labour pecave ... 10
Identifying overarching concerns for Bosnia and H&jovina .............cooeeeeeeeeeeeeeen. 11.
Organization Of the FEPOIT ........ooiiee et 12
2. DEeMOGraphiC SITUCTUIE .......uuiiiiiiie i ieeeeeee ettt e e e e s e e e e s bbb e e e e e e e e s e naneeees 13
P20 R o o 1U1 = 11T o PP 13
2.2 Age composition of the POPUIALION...........ceeeeeeii e 13
pZAC T /1o | = 1o ) o PP 15
3. Employment and labour force characteriStiCS .....ce.uvuviuiiiiiiiiiiiii e 17
3.1 Working-age POPUIALION ..........cooi i 17
3.2 Labour force partiCipation ...................cccceueuumemmmeinn e as s e e e seeeeeneeeeneennnnnnes 17
TR T U 1 a1 o1 0] 07 1 4 1= o | 19
G S 1 T o1 10 )Y 1T o | S 20
3.4.1 Employment in the informal eCoONOMY ...........cooiiiiiiiiiiiiiie e 22
4. Development of the human reSOUICe DASE. ... ccoeaeeeiiiiiiiiiiii e 24
o R I (=T = U VA=Y (o I =T [U o= 1110 o 24
4.2 Constraints within the education SYSteM............ooiiiiiiiiiiiiiiieeereeeee e 27
BOX: GeNAEr INEQUAITY .......eeeiiiieeiii ettt e e e e e e s nneee e e e snbb s 28
5. The MacroeConomiC FrameEWOIK ................coecemmunniaaaaaaaaaaaa e e e e e e e e ee e e e e e e e eeeeeeaaee e 29
5.1 Growth break-down Dy SECLOrS .........coo oo 30
5.2  What has been constraining growWth? ... eeereeeeeieeeeeieeieeieeeieeeeesvireeeeeeeeee e 33
5.3 Responsibility to the future — the issue of susthli@ growth............ccooeeieeiiiiniiin e v 35
6. Poverty and INEQUANILY ......... e e 37
A O o] T 11 ] o] o OO PPPPRPP PP 41
()Y oo [ Toa YW o o T=T] (o o P 42
L] (=] = o LR 44
A.L. Employment DIagnOSHIC TIEE .....vviiiiiieeeeee et e e 47

Vii



A.2. Decomposition of the GDP growth from labourgpective ... 49

F R T 1= 1 o] <R 51

A.4. List of participants at the ILO workshop ongoyment diagnostic analysis, Neum, 27-29
Y= 0105 .41 o 1= 2 O O PP

viii



1. Introduction °

Employment diagnostic analysis — the methodology

The present study offers an employment diagnoshelyais of Bosnia and
Herzegovina (BiH). The overall objective is to urstand the nature of the deficiency of
productive employment in BiH and to identify thenetraints and challenges, and
opportunities for enhancing inclusive job-rich gtbywwith a view to provide a sound
knowledge base for effective policies, institutibreforms and other interventions aimed at
promoting productive employment.

The analysis was undertaken in two phases. The gllase aimed to provide an
analysis of the setting and of contemporary padtend dynamics of employment and
economic development. The motivation for this peas to guide the subsequent analysis
by arriving at an a priori understanding of the moyrspecific development context and
employment situation; that was sufficiently commesive to permit a broad identification
of hypotheses regarding the strengths and wealsme$sbe economy and labour market,
and of the likely challenges in terms of sustaieabhd inclusive job-rich growth. It
contained an overview of three main areas and ssqiledemographic and other given
factors; (ii) the patterns and dynamics of emplogtnancome, inequality and poverty, and
(i) the sector-specific growth, employment anddguctivity dynamics.

The second phase of the diagnostic analysis wasctsted according to an
‘employment diagnostic tree’ (see appendix A.1hisTdiagnostic process may be seen as a
funnel. It begins with a tour d’horizon of the ‘wgp branches in the employment
diagnostic tree to determine where the main coimésraand challenges to enhancing
productive employment are likely to be found. Timalgsis is subsequently pursued along
three main branches: The level of human capitahgleyability; the opportunities for and
returns to human capital / employment; and, suskdlity issues. The analysis is carried
out level by level, i.e. upper-level branches aqel@ed before sub-branches.

This phase of the analysis was informed by theiezaahalysis of development and
employment dynamics in phase one. The knowledgeedaat this stage facilitated an
interpretation of the indicators attached to theous ‘branches’ in the employment tree
and sped up the process of narrowing down and ifaketion of core causal factors and
constraints without compromising on the robustnasd relevance of the conclusions
drawn.

As the study moved from phase one to phase twantige of implementation of the
analysis changed to a guided implementation by ddBstituents themselves. Thus the
main actors in the analysis in the phase two wkeeILO constituents and other key
national stakeholders in Bosnia and Herzegovina within the framework of a training
workshop held in Neum in September, 2010, jointidertook an analysis structured on the

® The authors are grateful for the comments by Maggés Fortuny and Sanja Crnkéozaé that
helped shape the document. Research assistanddaqutdy Olesea Vinaga in the preparation of this
study is gratefully acknowledged.



employment diagnostic tréeThe role of the main authors changed to one dfitistors
and guides of the process.

Ultimately, the purpose of the analysis was not jasproduce another study, but to
undertake an exercise of joint knowledge-building the country specific constraints,
challenges and opportunities for enhancing inckigob-rich growth. This report attempts
to summarize and present findings of this exercisehighlights the main trends,
opportunities and constraints faced by BiH, as shbwthe data and identified by national
stakeholders — the government, the employers anddinkers.

It is hoped that this also serves the purpose @aady building among ILO
constituents in the field of employment analysidljqy integration and coherence, and not
least social dialogue; arriving at a common unaeiding of key employment challenges
based on joint analysis.

Growth in Bosnia and Herzegovina from a labour
perspective

GDP,

When we look at growth from a labour perspective, see that gains in GDP per
capita come from either an improvement in age sirac¢ or in labour market indicators
such as the labour force participation rate oreimployment rate, or finally from gains in
labour productivity. This last aspect of labourgarotivity tends to be often the largest and
most volatile component in growth, as it refledisieges in the economy. It is also the most
powerful policy variable as it is the easiest tagghin the short-run.

This decomposition can be derived analytically fraime following stylized
mathematical identity":

Working Age Population, LabourForce, Employment, GOVE,

Population,

ES

FPopulation WorkingAgePopulation, LabourForce, Employment,

With some mathematical manipulatibme see that growth rate of GDP per capita -
left hand side of the equation - is a sum of grovette of all the components on the right
hand side of the equatiohable 1 presents this decomposition for BiH. Populatiotadar
the years 2007-08 is however dubious as it shodexhneof over 3 per cent over the two
years. This population decline inflates growth iDESper capita as well as impacts all
labour related indicators. However, assuming thatt duntil 2007 and from 2008 are
comparable, we can still draw out some importantkgsions.

® For the list of participants in the workshop amahtcibutors in the second part of the present study
please see Appendix A.4.

" Formula adapted from the one presented in the dVBHEnk’s draft publication The role of
employment and labour income in shared growth: vibdbok for and how”, 14 December, 2007

8 Explained in Appendix A.2
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We see that pre-crisis years had a high growthafitgound 7 per cent, but a lot of
this growth was due to improving indicators in dgmaphics and the labour market as the
age structure improved and labour force partioipatind employment grew. The scope of
productivity in driving growth has been largely apped. Though productivity grew at a
high rate in the year just before the onset of dhsis, the crisis impeded this growth.
During the crisis years, the gains in labour marketicators were lost as well as
unemployment grew and activity rates fell.

Table 1. Decomposition of growth from a labour pergective (% change)

2006-07  2007-08 2008-09 2009-10
GDP per capita 7.7 14.9 6.7 1.0
Productivity 1.3 7.2 7.6 2.9
Employment rate 3.1 7.5 -0.9 -4.2
Activity rate 1.9 -0.1 -0.5 2.2
Age structure 1.4 0.4 0.5 0.1
Sum 7.7 14.9 6.7 1.0

*Population fell by over 3 per cent according toS_&ver 2007-08. This
explains the exceptional growth rate of per caBitzP.

Source: LFS 2009, 2010 and CBBH 2010
Note: this table has been revised with data publisifter the workshop.

Identifying overarching concerns for Bosnia and
Herzegovina

Though the changing age structure contributed tag@gita income growthr@able 1),
this trend was not exactly positive. The reasontlfiig is that the population has been
consistently declining as per the Labour Force &u(LFS) data, possibly partially due to
outbound emigration. Only the year 2010 saw a limgbut of this trend. Part of it was
due to the changing age structure, while the qther, due to outbound migration. This fall
in population inflates the GDP per capita — GDP gagita has not risen due to economic
advances or gains in productivity, but rather dua tecreasing number of people sharing
the economic pie. In factthe shrinking population and maturing demographic
structure of BiH was identified as a major concern by thekgbop participants.

Moreover, though the data indicates positive trendge promotion of labour force
participation and employment generation, in realityy gains are not sufficieribactivity
and unemployment remain highly pertinent concernsfor the country. This was
recognized by the workshop participants and thegrwkielmingly supported policy
support to further promote labour force participatand employment creation. Tgender
dimension in this regard was of special importangeas women tend to be more inactive
and face a greater prospect of unemployment.

While the post-crisis scene is yet unclear, oneigagine that the pattern of growth
would not be drastically different without serioymlicy intervention. Increasing
productivity — most importantly via promotingtrong and sustained growth— would
remain a huge challenge, especially as this woaiserliving standards via wages, and
promote a fuller utilization of BiH's human resoesc— inactivity and unemployment rates
are prohibitively high in the economy as we wiles@a the following pages. Expanding
productivity would also mitigate to a certain extéme impact of an ageing society on the
economy. Moreover, it would enhance the competiégs and viability of domestic
industry in an international economy.

In addition to these issues as raisedTayple 1, the workshop identifiedhe main
constraints to productivity growth which included a lack of developed markets,

11



administrative barriers (corruption) and poor ragioh, lack of quality labour, high labour
costs, a poor business climate and an insufficéetepreneurial, financial and physical
infrastructure. Of chief concern among these whee issues oeducation quality and
skills development which perhaps all participants agreed upon. Thekskmp also
concluded that productivity growth must not bels tost of the environment, in which
regard BiH'’s past record has not been particuladiyirable.

Organization of the report

The report is organized in line with the formulae\@ok first at demographic features
and age structure isection 2 after which we turn to the labour force and emplent in
section 3

With section 4 we take a first look at the productivity aspechieia we begin by
looking at the quality of human resources. Educati@ttainment, skills and other human
resource features are presented firstly by lookihgnajor past trends, and then at the
constraints identified in the area.

The other aspect of productivity — that of the apyities presented to the human
resource — is considered $ection 5 where we look at past economic growth along with
the pattern of growth in terms of sectors. CommprBDP growth with labour and
employment growth, we obtain estimates of laboodpctivity and employment elasticity.
Since it is believed that economic growth has bafeimsufficient magnitude, we discuss
the main constraints to strong and sustained graagthidentified by the workshop
participants. In the same section, aspects of isiaglitity of economic growth are brought

up.

A final section,section 6 looks at the issues of poverty and inequalityn€dasions
follow in section 7

The report reflects the data and analysis undamt@kean initial background study
(phase one of the employment diagnostic analyasig),the outcomes of the workshop held
in Neum with the government and ILO constituentSaptember 2010 (phase two of the
analysis). All information is attempted to be prése in a cohesive manner such that the
reader gets a complete picture of the country’sleynpent and labour market situation and
its constraints, as seen from the eyes of the govent, ILO constituents, academics, and
the ILO itself.

12



2. Demographic structure

2.1 Population

According to the last census undertaken in 199Iorbethe onset of war, the
population of Bosnia and Herzegovina was 4,377 ghod people. As a consequence of the
war, the population changed dramatically: a quantdlion lives were lost, some 2.2
million people emigrated or were displaced. Since war 1.1 million refugees have
returned to the country, but the total populatiemains much smaller than before the war.
Many have also left the country since the war iarcle of work abroad or for personal
reasons. These movements combined with changes in birthraodality rates have also
had profound impacts on the age structure of thmiation and have increased the relative
size of the dependent population.

In the past decade the return of refugees andalgtapulation growth have stabilized
the demographic situation, and the latest 2009 uwalbeorce SurveylQO estimated the
population at around 3.8 million inhabitants.11 Tdender distribution of working age
population is balanced; however, there are manyemun in the labour force than women
due to very high inactivity rates among women.

2.2 Age composition of the population

The changes in the age structure of the populati@iH over the past decades reveal
a worrying trend of a rapidly ageing population.cAding to the estimates of the National
Agency for Statistics in 2007, the share of thpybation below 14 was half of what it had
been at the time of an earlier census in 1Fgufe 1). The share of the working age
population grew disproportionately slow, whereas share of the older population tripled
over the period in question, from 4.7 per centh® population in 1971 to 15 per cent,
according to 2007 estimates.

The gradually declining population growth rate feliin a contraction of the share
of the population aged below 14, by 17 percentagmt® since 1971. Caused by a
combination of factors (the war, negative poputatgrowth? and outbound migration),
this places a heavy burden on the national econdimg. was recognized by the workshop
participants as a major threat to the future of.BiHthe years to come, a declining working
age population will have to provide for a growiniglezly population, while continued

° Unfortunately all figures on these population moeats are rough estimates as there are no
reliable data on migration.

9 FS (2009).

1 According to the latest estimates from the AgefaryStatistics of Bosnia and Herzegovina. Other
sources offer lower estimates, viz. the 2009 Lalfeance Survey estimated the total population at
3.1 million and the 2007 Household Budget Surveyreged it at 3.4 million in 2007. The Labour
Force Survey is the primary source of informationtloe situation on the labour market. The survey
has been carried out annually since 2006, thetlagsg the LFS (2009).

12 UNDP (2009) estimates a population growth rateé &f between 1990-1995 and -0.1 between
2005 and 2010
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migration of the young abroad would further deterie the dependency ratio. A huge
pressure impends on the national pension fundgplgwgrowing numbers of beneficiaries
while receiving fewer contributions.

Figure 1. Age structure of the population (%)
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Demographic data shows that over the years the auofbive births dropped and the
number of deaths increased resulting in almost metaral growth by 2008. The natural
change of the population (the difference betwega-liirths and deaths) dropped from
21,442 in 1996 to 150 in 200Bi¢ure 2).

Figure 2. Natural change of the population of BiH1996-2008
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Although the size of the working age populationlWwé growing in the coming years,
in little over a decade the current trend of negatiatural growth will eventually reverse
this trend. Without even taking the outbound migratinto account, the working age
population will start shrinking, which will resutt an increased dependency ratio.

Hence, in order to maintain the existing standafdsving, the share of the labour
force base has to be restored and expanded, pobgihattracting numerous emigrants back
into the country. At the same time, employmentgatél need to increase. A steady joint
increase in formal employment and productivity maesensured.

2.3 Migration

According to the Human Development Report 2009,ngoand Herzegovina ranked
13 in the world for outbound migration with an enaijon rate of 25 per ceft.Bosnians
migrate mainly within Europe. Their primary couasiof destination are the immediate
neighbours - Serbia and Croatia, then Slovenia,triisGermany, France, Sweden,
Switzerland, the United States, Canada and Austfali

The World Bank’sMigration and Remittances Factboakports that in 2005 there
were 1,472 thousand Bosnian emigrants around thiel woT he remittances transferred by
the migrants are estimated at around 2,500 to 3/Wilon USD a year, which is
equivalent to 17-20 per cent of the GDP, and plasigaificant role in the country’s
economy. Official statistics suggest that remitemnanflow to Bosnia and Herzegovina
grew by over 130 per cent over the past decade,irar@09 Bosnia and Herzegovina
ranked ¥ in the world in terms of remittances received papita!’ Remittances as an
alternative source of income may also in part @mrpthe high inactivity rates in the
country.

Emigration flows in the years following the war wemostly induced by political
reasons and comprised refugees and asylum sedkasiey. Bosnia and Herzegovina
experienced a large wave of returning migrants. él@w§, at present the motive for
migration is mainly economic. Highly-skilled worlseeare especially prone to seek more
gainful employment abroad, which creates a probiérrain-drain. It is estimated that
some 20 per cent of those aged 25 or more of Biglroand who have tertiary education
presently live in one of the OECD countriésThe well-established migrant networks

13 Dependency ratio, actualotal non-employed population divided by the enyeld population

Dependency ratio, age basedon-working age population (under 15 and 65 awer)pdivided by
the working age population

14 UNDP (2009).

1> WB (2008).

1% |bid.

" For the latest remittances data see
http://siteresources.worldbank.org/INTPROSPECT StBees/334934-

1110315015165/RemittancesData_Nov09(Public)détailed) or
http://hdrstats.undp.org/en/indicators/51.h{rahking). See also UNDP (2009).

8 \WB (2009b: 238).
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facilitate for a high mobility of people, whetheorfal or undocumented, the latter
becoming of a growing concern in the recipient ¢oas.

The impact of migration on the source country isiptex. On the one hand, migration
depletes the domestic human resources base am@rfultteriorates the age-dependency
ratio; while on the other, the remittances transféroy migrants to their families back
home significantly contribute to the domestic eaogoln either case, a healthy balance is
crucial for the economy. While migration abroad maffer an important economic
palliative for the individual migrants as well aw the society at large at times of severe
crisis, it does not provide a sound basis for susbde social and economic development.
To lay a foundation for such a development it bee®rimportant to encourage return
migration, while continuing to leave the optiongeek work abroad open for those who
wish to do so. Local labour markets must be mattactive, and more job opportunities
need to be created, not least for the highly-gkilRarticipants at the workshop talked of
the programs in place aimed at attracting emigrbatk into the country, one of them the
“Programme for self-employment and employment fetumees”. If confirmed to be
effective, it was felt that these programmes shbel@ddvanced.

16



3. Employment and labour force
characteristics

3.1 Working-age population

According to the 2009 LFS, the working-age popolaijhere defined as persons aged
15-64) makes up over two thirds of the total popoia!® In absolute numbers the working-
age population ostensibly shrank by almost 7 per lsetween 2006 and 20€9Half of the
persons in working-age are aged 25-49, while leas & third are aged 50-6%aple 2).
Despite the current favourable age structure with thirds of the population in working-
age, the actual dependency ratio is high due teralew employment rate, whereby each
bread-winner is bound to support another 2.7 parficable 3).

Table 2. Participation in the labour force by age gpups, by sex, 2009

Age 15-24 25-49 50-64 15-64 15+
Working age population (000) 432 1040 617 2088 259
-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,A8e, Tables 1to 1.2

3.2 Labour force participation

Despite the fact that the labour force participatiates have shown a steady growth
since 2006, except for a loss of 0.3 percentagetpdue to the 2008 global crisis, in 2009
the activity rate recorded was still remarkably latb3 per centliable 3). The increase in
the activity rate was mostly caused by growth ia dlgtivity rate in the Republika Srpska
(RS) by 7 percentage points; while in the sameopdtidropped by 1 percentage points in

YLFS (2009).

% Though its share in the total population has chdngnly by 0.2 percentage points as the
population size as estimated in the LFSs has ottettaover years

2L Aggregate figures for population aged 15 and atareegiven here for the sake of comparability
with the LFS calculations. It is the opinion of lanits that calculating activity and employment rates
as a share of the population aged 15 and over eanigguiding. Therefore, this paper defines the
working-age population as persons aged 15-64
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the Federation of Bosnia and Herzegovina (FBiH) 2percentage points in Brcko District
(BD) (SeeA.3., Table 2-2.2x

Table 3. 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 {é6) 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

Source:LFS (2009: Table 2) and LEA for data on registaxadmployment.

Labour force participation rates vary greatly by aand sex Table 2). The most
active group of population with an activity rateG¥ per cent are the ones aged 25-49. Yet
even here, the differences between sexes arengfriké many as 85 per cent of men in this
age-group are active, against only 53 per centarh@n. Overall, only two in five women
(40 per cent) of working-age participate in theolab force. For information on the
discussions on the gender dimension in BiH, refethe box on gender inequality in
section 5.

The lowest activity rates are observed among thehy@ged 15-24). Merely one third
of the population aged 15-24 participates in thieolm force. Here, too, the gender
differentials are dramatic: labour participatioteréor young women — 24 per cent —is little
over a half of the rate for men — 40 per cent. Spobr activity rates among the young
population are partly because they are in educ&ffon

Another factor to be counted in when assessindptheactivity rates in the country is
outbound migration on the one hand, and the infomsanomy on the other. Often the
remittances received by the families of migranty maffice to sustain a decent living in
the country of origin. The informal economy on tbimer hand, might serve as a first
employer as it easy to gain entry into, and theeefielays their entry into the (formal)
labour force.

% Dependency ratio, actualotal non-employed population divided by the enyeldd population

% Dependency ratio, age basatbn-working age population (under 15 and 65 avet)odivided by
the working age population

24 Activity rate Labour force divided by working age populatiohGO
% Employment rateemployed divided by working age population * 100
% Unemployed rateunemployed divided by labour force * 100

27 According to the most recent data the gross emoimate in secondary education in Bosnia was
89 per cent, and 33.5 per cent in tertiary edunati@007 (WB 2009a).
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3.3 Unemployment

According to the LFS (2009) figures, unemploymentBiH stands at 24.5 per cent
(Table 3), which is nearly three times the rate of the Eld2&rage of 9.5 per cent for the
same periodThe highest unemployment rate was 28 per cent ireBDthe lowest 22 per
cent in RYSeeA.3., Tables 2-2.2a Through the end of 2008 there was a noticeableltr
of decreasing unemployment rate of 7.9 percentagespin BiH, without significant entity
differences, which may be attributed to moderatsnemic growth up to 2008. The slight
increase in unemployment observed in 2009 can Iptaieed by the global economic
crisis.

Furthermore, most unemployment is long term: hikilbunemployed have been out
of work for at least five years, and a quarterh& for over ten years. Hence, many if not
most of the unemployed can hardly be considerechauwmally active Table 4, for
entities seeA.3., Tables 3-3.2a A mere 13 per cent of the unemployed have begmf
work for less than a year.

It is evident that the unemployment in BiH is stureal rather than frictional. This, in
fact, indicates that many if not most of the unesyipd are in reality no longer in the labour
market, as years of inactivity substantially redtieechances of finding employment. High
long-term unemployment points to the need of add#i measures of reintegration of
persons who lost their self-confidence and skiédleded for the current labour market over
the years. The human resources base of the cobagyto be constantly adjusted to the
demands of the labour market through vocationainitrg and lifelong education
programmes.

Table 4. Unemployment by duration of unemploymentby 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 215 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

SourceLFS (2009: Table 13)

There is a sizeable discrepancy between the regustanemployment rate and
unemployment rate as defined by the ILO, the nundferegistered unemployed being
almost twice the number of factual unemploy@&dkle 3). According to the Labour and
Employment Agency of BiH there were 510.5 thousparsons registered as unemployed
on 31 December 2009, which is 46 per cent of theuaforce; for women this figure was
over 61 per cer®

The social security system, which entitles the yvlegred persons to health insurance,
creates incentives to register as unemployed tarnréhe status in order to enjoy the
unemployment benefits (i.e. health insurance, an$idies corresponding to the years in

2| FS 2009, BHAS
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employmenty® This is a great concern especially for a countith Wmited resources for
public social safety net.

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

One of the issues addressed during the workshophedamprovement of the assigned
role of employment services in matching labour $ummd demand, and collecting of
information on skills. It was felt that the “64 pbiform” on an unemployed person’s
characteristics (including skills) was working @uitvell. A population census and newer
technologies could perhaps help the process. Tkemmed to be a need for an
improvement of surveys to assess employers’ neadbio increase the accountability of
employment services at cantonal levels to centodids on the utilization of funds and
success rates. Delegates from RS recommended timeopon of private employment
services. In their experience this increased coitetnd efficiency of the public service
as well.

3.4 Employment

The employment rate in Bosnia and Herzegovina éxpeed consistent growth in the
years leading up to 2068 when as a result of the economic crisis it fetkbalowly (See
A.3., Tables 2-2.2a By 2009 both men and women had gained 5 pergenpaints in
employment rates. However, as outlined earlierstheng growth rate was partly due to the
shrinking working-age population, which distorts tteal labour market picture. The actual
growth of employment in absolute terms was compaaigtmodest.

The employment rate in 2009 was 40 per cent, whgcHistinctly lower than the
average rate of the EU-27 (65.9 per cent in 2008) far below the EU target of 70 per
cent® The gender differentials in employment rates ari&isgly high — as much as 21
percentage points; only one in four women in wogkiige are employed. This disparity in
employment rates between men and women persistssa@ll age groups, with 28
percentage points difference at it peaks amongénsons aged 25-49¢ble 2).

Youth employment is of concern with the exceptignédw rate of 17 per cent. A
gender disaggregation of youth employment revdss only one in ten young women

29 According to the Laws on Employment, in all eesti(Federation of Bosnia and Herzegovina
(FBiH), Brcko District (BD) and the Republic of Si@a RS), the subsidies last from three months
for persons employed or insured for up to five ge&o up to 12 or 24 months (in case of FBiH) for
persons with over 25 years of working experiendee Subsidies in the Republic of Srpska and
Brcko District amount to 20 per cent of the averagéary paid in the District for the previous
months. In the Federation of Bosnia and Herzegothiaasubvention is 40 per cent of the salary paid
in the last three months of the unemployed perstatisur relation as published by the Federal
Office of Statistics (CRI 2008, p. 42-43). For manéormation, see the Law on Health Insurance of
FBiH (Article 19), the Law on Health Insurance oéfiblika Srpska (Article 10), and the Law on
Health Insurance of Brcko District of BiH (Articl&8), Law on Employment and Rights during
Employment of Brcko District of BiH

%9In absolute terms in 2008 employment was 10 pef ligher than in 2006.

31 Eurostat (2009).
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aged 15-24 are employed. Such a disproportionatitdition of employment between
sexes is indicative of fundamental problems in waéqccess to labour markets.

The breakdown of the working age population byustatf employment shows that the
employment structure in BiH is dominated by empls/®r wage-workers (persons with
paid full-time employment) who make up 72.8 pertagithe economically active people;
women's share of these wage-workers is 35.8 pdr cen

The employees or wage workers are mainly engagddkiservices sector, where 58
per cent of the total number of the wage-workersewamployed at the time of the LFS
(2006) {Table 5. The same year, industry employed 38 per cethefvage-workers The
agricultural sector creates little wage employmepportunities, only 4 per cent of the
wage workers were employed in this sector in 2@6the other hand, some 95 per cent of
all unpaid family workers worked in agriculture.

Due to its seasonal nature the agriculture seataviges part-time employment or
seasonal work for a half of the part-time workérke rest of the part-time workers are
evenly distributed between the industry and sesvgaetorsTable 5).

Almost every fifth person in the labour force idfsamployed Table 5), a third of
them are women (for a breakdown by sex and byiegtiteeA.3., Table 12-12.2a Self-
employment is largely linked to a lack of opporties for wage employment. Women are
less likely to pursue self-employment than men, fout times more likely to end up as
unpaid family workers.

The breakdown of the employment by sector and statveals that more than a half
of the self-employed are concentrated in the afjual sector. Slightly less than a third of
the self-employed are active in the services secibe smallest number of the self-
employed — only 14 per cent — work in the induktsiector — this sector allows little
prospect for independent activities as it requareertain infrastructure basgaple 5).

Table 5. Structure of employment by sector and stat (%), 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 DEP (2010).

There are large gender differences in the sectm@aposition of employment. The
industrial sector is largely a male preserve. Itusmploys only 16 per cent of the
working women as compared to 40 percent of the iwgrknen Table 6, for the entities
seeA.3., Table 12.1 — 13) In absolute figures, this discrepancy is everrerglaring
considering the low participation of women in tebdur force: in 2009, industry employed
218 thousand of men and 52 thousand of wo#hen.

%2 LFS (2009)
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Out of the total number of female employees inftrenal sector, 71 per cent worked
in wholesale or retail trade, education sector, ltheasocial work, while industry
(processing industry) created 21 per cent of jobsvibomens3

The structure of employment in BiH still shows eosg traditional gender patterns,
where women seek and find employment in typicalinéle professions.

Table 6. Labour force by economic sectors and seX009, 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).

3.4.1 Employment in the informal economy

Lack of decent and productive employment opporiesitesults in a large informal
economy, which is reflected in a discrepancy ofp2icentage points between registered
and actual unemployment as defined by the ILO arebgmted in the Labour Force
Survey*

Research shows that one third of all employed pesrg84 per cent) did not pay
pension and/or health insurance fees, which iscatilie of the size of the informal
economy in the countryy. Depending on the source of data and methods appiie
shadow economy in Bosnia and Herzegovina is tyjpicdtimated at around 30-50 per
cent of the country’s GDP.

Agriculture is an important source of employmentriformal economy, and workers
in this sector are least likely to move from infaidity to formality. Therefore, workers in
rural areas face a higher probability of remainmgiformal employment for much longer

% |pid.

3 Unemployed person, as defined by the Thirteerriatéonal Conference of Labour Statisticians
(Geneva, 1982), are those above specified age,dating the reference period were without work,
currently available for work and seeking work. Fomore details, please see:
http://laborsta.ilo.org/applv8/data/c3e.htnThe Labour Force Survey is the primary source of
information on the situation on the labour markéte survey has been carried out in BiH annually
since 2006, the latest to date being the LFS (20Tt LFS aims at capturing the real
unemployment situation, as the respondents areldaskeport their factual employment status.

The registered unemployment rate is distorted leynilimber of people reporting as unemployed to
claim the unemployment benefits, despite beingrimédly employed or inactive

% DEP (2010)

% Krstic & Sanfey (2006)
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than workers in urban areas. Those informally eygadan services sector are more prone
to move to formal employment within the sector.

In the short term the informal economy providesifety net for vulnerable groups of
the population, helping them out of poverty. Howevaformal employment, due to its
unregulated nature, often offers precarious uneynpdémt, poor working conditions and no
social security. While in the formal economy ovéx ®er cent of workers are in wage-
employment, less than a half of the workers inrimi@ economy receive regular salary.
Even though there is little difference in weekly nedours (with those in formal
employment working slightly longer), the formal eocoy has a substantial earnings
premium of about 30 per cent compared with therméd economys

Nevertheless, large numbers of workers seem todppéd in informal employment,
probably due to poor access to labour markets, glovereation in formal economy, and a
lack of skills to match labour market demand. Thare of women and youth in total
informal employment is higher than in formal empt@nt. The informal economy
employs a large share of the low-skilled labourtsBes with higher education and a
university degree have better chances of breakimgfthe informality and transferring to
the formal economsp

37 According to the panel observations presented tsgidand Sanfey (2006) mainly basing on the
data from the Living Standards Measurement Studiesng the persons informally employed in the
services sector in 2001, over 50 per cent trarefeir formality within the same sector in 2004

% Krstic and Sanfey (2006)

3 bid.
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4. Development of the human resource base

The human resource base in Bosnia and Herzegawibhath inadequately developed
and underutilized. The uneven and often poor gualiteducation stands out as the major
limitation on employability, and sustainable ecommevelopment in the country. Poor
education quality and a mismatch between labouketademand and supply was also
considered by the participants of the workshopres af the biggest constraints to growth
in BiH, and was a recurring theme of discussiongerEthough the educational system
experienced a moderate recovery in the past detiagles are still persisting challenges,
among which are an overly complex institutionalpednd administrative fragmentation.

4.1 Literacy and education

Education in BiH is financed and coordinated at #&mity and canton level. The
amount of resources allocated to education fronstag level budget is not big and stood
at 4.5 per cent of the country’s GDP in 2008; R8 BBiH spend approximately 4 and 6
per cent of their respective GDPs on education,redsethe budget of the Department for
Education of BD amounts to 11.2 per cent of therBisbudget.40

BiH lags behind its neighbours in educational eneit rate€ with 89 per cent of
gross enrolment rate in secondary education agalnstst 94 per cent in Slovenia and
Croatia, with lower rates recorded only in Macedoffiable 7). The enrolment rates for
children coming from poor households with parenith vow levels of education are much
lower than average, which naturally makes it diffi¢or them to break away from poverty.

Table 7. Educational enrolment rates in BiH and otlkr 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
GPI, gross enrolment ratio in primaty 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 eidmceseem adequate, the
educational attainment rafdsre still low with only 47.6 of the persons in \imig-age

“0BHAS (2009), University of Jyvaskyla (2008).

“1 Gross enrolment rates defined by the UNESCO Institute for Statistisshe total enrolment in a
specific level of education, regardless of ageresged as a percentage of the official school-age
population corresponding to the same level of etimca in a given school-year:
http://www.uis.unesco.org/glossary

2 Gender Parity IndexGPI) of 1 indicates parity between sexes; a @GRl varies between 0 and 1

means a disparity in favour of boys; a GPI greétten 1 indicates a disparity in favour of girls,
(UNESCO)
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having completed the secondary education, whicpaidly due to high drop-out rates
(Table 8). This discrepancy could also be explained by rigmna especially among the
young people, which severely depletes the counhytean resources base.

The decomposition of the working age populationl&yel of education in 2009
reveals disturbing facts: almost a half of the peap working-age — 45.3 per cent - have
only attained primary education (that is up to Bagrears of school)T@ble 8). This is in
part likely to be a legacy of war, when destructidrschool facilities and disruption of the
education process led large numbers to drop owtchbol, having only attained basic
educatiort’’ The entrants in the labour force in the early yesiter the war were affected
the most.

Education has close linkages with employment amdua force participation. The
Labour Force Survey reports that in 2009, as mir& per cent of the working-age
population with primary education or less were aulabour force; and only 16.3 per cent
of them were in employmenFEigure 3). The small numbers of unemployed among those
with only primary education is due to the wide-ggrediscouragement that stems from a
low employability among people with primary or lawlevels of education and results in
high inactivity rates.

Table 8. Educational attainment rates, 2009, perceages

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 229 65.0 12.1 100
-men 21.2 68.4 104 100
-women 25.7 59.3 15.0 100
Employed 22.4 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 50.8 435 5.6 100
-women 69.9 28.4 1.6 100

Source:LFS (2009: Table 4)

With a completed secondary education the chancéadeemployment considerably
improve — in 2009, two in five were employed.§, Table 43. This population group
shows higher labour market participation in genewéth larger numbers of both employed

43 Educational attainmengschool completed) is considered the highest leffebmpleted education,
i.e. a regular school that a person completed acaivalent substitute school, passing the exams in
a regular school or completing a course of a ridggdacation, which, according to valid regulations,
recognizes a respective school level (Agency fati€ics of Bosnia and Herzegovina)

4 pavlovic et al. (2006)
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(44 per cent) and unemployed (15.5 per cent). Thds®e have attained tertiary education
normally fare much better: three fourth of themiarthe labour force and only 7.6 per cent
are unemployetf

Figure 3 below clearly shows the interdependency betweelhethed of education and
employment status: the higher the level of edunatie better chances to find employment.
Contrary to the general trend, there are more iveainen than women with tertiary
education. The Figure 6below illustrates the interdependency between thell of
education and employment status: the higher thel lefreducation the better chances to
find employment.

Figure 3. Labour market participation of the workin g-age population (15+) by educational attainment
levels, 2009, percentages of the working-age poptitn

Primary

Secondary

Tertiary

Employed ™ Unemployed ™ Inactive

Source: LFS (2009), BHAS

The other side of the coin is that those with high#ucation have better chances of
finding well-remunerated jobs abroad. The so cabedin-drain exhausts the qualified
human resources base of the country and poses ditioadl challenge on the labour
markets. To reverse this tendency the opportunfoeshe highly-skilled labour in the
national economy need to be improved.

Looking at these figures through gender lensesatev@ striking disparity in labour
force participation and educational attainment. dibran a half of the women in working-
age have completed no more than 8 years of schndlonly 11 per cent of those work.
The vast majority of women with only primary educat — 85.4 per cent — are
economically inactive. In comparison, one thirdnaén in the labour force have attained
only primary educationTable 9) and only two third of them are inactive. Gender
differences in the employment rates are relativetyaller for those with secondary
education than for those with lower educatidalfle 9,for data on entities se® 3., Table
4-4.2h. Yet, half of the working-age men with secondadycation are employed, against
only a third of women.

“5 Implying that the unemployment rate among thostaénabour force is 10 per cent.
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Table 9. Labour force characteristics by level oéducation 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 59.6 745
-men 34.8 66.8 70.2
-women 14.7 494 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

Source LFS (2009: Table 5)

The dramatic variations in employment rates betwb&arent educational attainment
groups point to the significance of education akitlssin the competition for jobs and
access to the labour market. They further sugdest the importance of education for
accessing employment is considerably greater famevothan for men. Therefore, low
levels of education among a large part of the waylage population prove to be a major
constraint on their ability to access employment.

4.2 Constraints within the education system

Bosnia-Herzegovina has gone through a fundamentalials and economic
transformation over the past decades. Such transitecessitates a highly flexible labour
force that is able to adapt to the changing manesids, especially in the view of the
prospect of the EU accession. A system of lifeléegyning is vital for the continuous
adjustment of the human resource base to the amanggeds of the labour market, as
modern market economies require a very different @k professional skills and
competences across all sectors than the previatialisb economy did. To develop the
human resources base in BiH the educational systest cater to a wide range of the
population.

The present education system however, does ndtdualf of these standards. Due to
inefficiencies in matching labour demand with sypplack of lifelong learning
opportunities and the lagging enrolment and edoatiattainment rates, the human capital
of BiH goes underutilized. In addition, the qualitf education is thought to have
deteriorated during the transition, and there teta shift in focus from practical skills on
the job market to attaining qualifications of dulsadistinction. Workshop participants felt
that private employers do not trust the qualityskifls and education of those entering the
labour market, and this contributes heavily to wownemployment. The value of
education is further undermined by good governaisseies, transparency and unfair
competition, which the participants felt were esaicthe case in awarding public sector
jobs.
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There’s a visible mismatch between the supply é@echand on the labour market,
resulting from inadequate policy coordination betwethe economic planning and

Box: Gender inequality

According to the statistics the educational att@ntrates are
much lower among women, which can be attributeduitural
factors that determine the role of women in fanaihd society at
large.

The gender discussion at the workshop aimed atra@pg
cultural and traditional factors from structuralctiars while
studying the gender differences observed in theualmarket
statistics for BiH. Structural factors were beliduwe be easier to
address through policies than the cultural ones.

Facilitating easy access to child care was consileecessary
to promote women’s participation in the labour farcSince in
BiH child care is traditionally the responsibiliof women such
facilities have direct impact on their decisionwork. This is
especially the case for self-employed women whaonadly work
longer hours. Despite the fact that there is a gegdlatory basis
for the country stipulating maternity leave andesthllowances,
practical implementation of these is irregular.

The presence of the so callglhss ceilingfor women when it
comes to their career advancement was also blamexiltural
factors. It was noted that women from poorer fasilivere more
likely to work as it had a direct impact on theanfilies’ well-
being.

The reasons behind the extremely high inactivittegafor
women in BiH were explained by the fact that thdustries
where previously women were mainly employed wetdnardest
during the transition. On the other hand, owinght® traditional
role of women in the society, there is a lack dfimgnhess among
women to own property or take risks.

educational system. This is
added to by a lack of
coordination between employers
and education institutes, and the
failure of employment services
to match the needs of employers
and job-seekers as well as to
provide career guidance and
counselling services?® In the

workshop, this was a recurring
issue of discussion, and the
matter of shortage of those skills
sought by export-oriented and
import competing industries was
thought to threaten future
economic growth of the country.

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 in
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.

Vocational education and
training (VET) and life-long
learning (LLL) in BiH have
received considerable attention
and are being reformed to make
it increasingly modular, flexible,

and practical. Progress is slow and it will takedibefore the results of reform will be
reflected in improved labour market outcomes. VHI d LL are funded via various
mechanisms in BiH such as employers’ contributi@msployment services (through public
funds coming from either unemployment contributionshe budget), the Government, the
Instrument for Pre-accession Assistance funds,alsas by the employees themselves (in

case of LLL).

All these problems affecting the human capital iH Bssume larger dimensions given
the zero or negative population growth and thegeosof a shrinking workforce.

" Most of the data cited from here on is that whigs available by mid 2010, when the phase one

was concluded.
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5. The Macroeconomic Framework *’

During the period 2006-08, the BiH economy grevalabut 5-6 per cent per annum
(Table 10. With zero population growtt$, GDP per capita grew at the same pace as the
GDP. This growth was a result of expanding domedéimand as wages and per capita
income increased. The large-scale inflow of remites and increasing bank lending for
consumption also contributed to the increase irsaomption demand. Export growth was
robust, too, though always outdone by import growéisulting in an increasingly negative
trade balance. Investment growth in the economy stesng as banks lent increased
amounts to private enterprises per year. The reaormmic fundamentals of the country
have also been stable. Inflation was containedpxaering the first half of 2008, when it
went up to 7 per cent, which can be explained bywhbrldwide rise in oil and food prices.
Moreover, tax revenue collections rose while fanaiigbt fell.

Table 10. Overview of the economy and labour marketgrowth rates

2006-07 2007-08 2008-09
GDP 6 55 -3
Labour force 1.6 -2.8 -2.6
Employment 4.8 4.7 -3.5

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

Within the country, FBiH and RS echoed this treRD.s growth was more volatile,
but due to its small share in the economy, it ditlimpact the overall growth much. BiH
also outperformed the average growth of countfied tonstituted former Yugoslavia -
Macedonia, Montenegro, Croatia, Serbia and Sloverfram the period 2001 onwards
(Figure 4).

Figure 4. GDP growth (%), 2001-08
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Source: WB (2009B)

4" Most of the data cited from here on is that whies available by mid 2010, when the phase one
was concluded.

“8 BiH in Figures 2009, p. 6. The total populatioresimated to have remained unchanged between

2004 and 2008. Other estimates, such as thoseeihdhour Force Surveys suggest a decline in
population of up to 7 per cent between 2006 an®200
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After 2008, however there has been a slowdown éneitonomy owing to the global
financial crisis. Estimates of the Department obamic Planning (DEP), in accord with
those of the IMF, suggested an ovedatlinein the real GDP by 3 per cent in 2009The
reasons behind are that the domestic demand suiffiena a drop in remittances, FDI fell
and as export partners such as Italy and Germastgg@aheir poorest growth in 20 years,
which is why demand for exports suffered. The nadfcted industries were base metals,
electric power and machines and appliances whigather constitute over 60 per cent of
export value. Another channel for the transmissiérthe crisis has been the financial
industry. The large banks of BiH, owned by westesnks, reduced lending as their funds
dried up. Industries dependent on crediting suchcagstruction, automobiles and
machinery were likely to be impacted the most. fddhiction in these activities is expected
to have spilt over into those industries that sypiplputs to these such as metals,
construction materials, energy etc.

The economic crisis rapidly translated into an exypient crisis that began at the end
of 2008. While the worst of the crisis is overgoeery was expected to be slow with zero
growth in 2010.

5.1 Growth break-down by sectors

Agriculture, industry and services constitute ab®Qt 25 and 65 per cent of the
economy, respectivelyfable 11). Of these, industry grew the fastest, followedsbyices
and agricultureTable 12). While services’ contribution to growth was commmerate to its
size (60-65 per cent), industry contributed moteo(a a third of total growth came from
this sector) and agriculture less than its sha@908 Table 13.

Table 11. Sectoral composition of the GDP and Empyonent

GDP 2005 2006 2007 2008
Agriculture 10.1 10.3 9.8 8.9
Industry 25.7 25.4 26.4 27.4
Manufacturing 115 12.6 14.6 15.4
Construction 4.9 5.3 6.3 7.3
Other 9.2 7.5 5.5 4.7
Services 64.2 64.3 63.9 63.7
Total 100 100 100 100
Employment 2005 2006 2007 2008 2009
Agriculture 20.6 19.8 20.6 21.2
Industry 30.7 32.6 325 315
Services 48.7 47.5 47.0 47.3
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).

“9NEP (2010)
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Considering the sectoral composition of employmeng sees a disparity between the
sector size in terms of value added and the nuwigeople it employs. Economic growth
came mostly from industry and services, which dbated to about 90-95 per cent of
growth over the period 2005-084ble 13. Of these two sectors, however, services — the
larger of the two sectors - did not contribute mipnately to growth in employmeft.
Over 2007-08, in fact, agriculture contributed tolaage chunk of the growth in
employment, making its contribution to employmerdvgth over 2006-08 as high as 20 per
cent. Though increases in employment are a pogitval in a country suffering from large
unemployment, and these increases contributedotetigrin GDP per capital@ble 1), this
employment increase wasn’t in the most desirabletose Agricultural output only
contributed to about 7 per cent of output growtkerahe same period, which implies that
those employed in the sector became increasingtfigrent, as well as poorer than the
workers in other sectors.

This ability to absorb excess labour at the expearidabour productivity gives the
agricultural sector very large employment elasti¢ifable 14).51 On the other hand, in
services, where growth has been at the expensembgment, the employment elasticity
was low. Only about 38 per cent of growth came fiaooreases in labour, while the rest
was from increases in productivity. As servicesdafinition tend to be highly labour
intensive with comparatively little scope for inaseng productivity, the high rate of
productivity growth in this sector suggests a dtrad shift between services rather than a
rise in productivity in the same services. The atital change occurred from low
productivity services to services that are morewdedge and technology intensive and
have higher productivity. In industry, growth seetaoshave resulted from a healthy
combination of employment and productivity growth.

Table 12. Indices of growth, employment and valuedzled. 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 95.516 100 101.630 100.865

Industry 97.749 100 110.914 125.646

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

SourcelFS (2009) and National Accounts (2007, 2008)

* The trend is reversed in 2009, which can be atteith to the global financial crisis - an expected
outcome of which is the increased informalisatidiatbour markets. Services and agriculture are
two sectors that are able to absorb labour in fmrmal set-up.

*1 Employment elasticity is defined as the percentageease in employment due to a percentage
increase in output.
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Table 12ashows us that services were the largest contriliatproductivity growth,
followed by industry and then agriculture.52 Theésisr has exacerbated this mismatch
between contribution to economic growth and to @ypient Tables 13 and 1% While
employment has fallen overall during the crisishds remained more or less stable in
agriculture. There has been a fall in agricultyedductivity in the last year, while an
increase was observed in other sectors. Induggrg\wth in productivity was double that of
services, which can be explained by a sharperifatmployment in services and the
inability of industry to absorb informal and undeygoyed labour.

One of the main generators of growth has been tndushich grew by a quarter
between 2006 and 2008gble 12. Around two-thirds of the growth in productionnoa
from increased employment, while the rest of it ednrom a growth in productivityT@able
14). This ratio seems desirable to help meet the thallenges of increasing employment,
productivity and returns to labour, and rebuildiagonomy. The growth within the
dynamic industrial sector is largely owed to thenofacturing industry. In 2006, 76 per
cent, in 2007, 65 per cent, and in 2008, 38 pet oérgrowth in industry came from
manufacturing.53 Construction consistently proviégédut 30 per cent of the impetus for
industrial growth over the same period. As manufidcy industry is a sector that requires
longer-term commitments in terms of investmentrastfructure and other, it is usually a
sign of improving economy when the sector growse hianufacturing sector typically
allows less opportunity for informal labour relat#oto occur than in other sectors.

Table 13. Sectoral contribution to growth

GDP Agriculture Industry  Services  Total
2006 11.6 22.6 65.8 100
2007 5.9 334 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

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

SourceLFS (2009) and National Accounts (2008)

2 One would normally expect productivity to be highi industry, where the scope for replacing
labour by capital is largest. However, in the ciaseBiH apparent structural changes within services
have resulted in this sector leading the way irdpotivity growth.

53 Calculated fronTable 3
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5.2 What has been constraining growth?

Though Bosnia and Herzegovina had been growingoatcant pace, it is felt that the
pace needs to be quickened. At the workshop theief strong and sustained growth was
dealt with at many junctures, as the linkage betweeonomic growth and employment
generation was widely recognized. In this sectithe main barriers to (as well as
opportunities for) growth as identified by the wshbp participants are presented.

Figure 5. Constraints and Opportunities to gowth (workshop outcome)

Challenges Opportunities
Growth N
. ) ) Improvement of political
Political situation — . )
situation
Paosition of BiH in the Opportunities opened by
global economy potentizl EU sccession

Insufficient human

resources — =l R=form of education system

Lowvalue added of Increasing product finalization
products using EU structural funds

Figure 5 presents the general barriers to growth in ordémpbrtance. The majority
of the barriers identified were such that they dodlde overcome by government
intervention and policy.

Political and administrative barriers - the compladministrative structure, poor
cooperation among administrative departments, amg) land multiple procedures for
business registration - were believed to pose cangt on entrepreneurship development.
Other than this, inadequate support to businessts the lack of fiscal incentives or
special economic zones were found to curtail engregurship and thereby, the economy.
The poor regulatory environment with unclear propeights and poor governance further
hindered any sort of business climate from develpyi

Figure 6. Barriers to growth ranked by importance by the workshop participants (0-less important, 8-met
important).

> While a business-friendly environment was agreeblet a basic necessity for economic growth, it
was noted that creating a business-friendly enwiremt alone would not suffice. It was suggested
that a strategy for industrial and human resousselbpment needed to be put in place.
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Undeveloped markets

Political and administrative barriers

Education does not meet labour market needs

High labour costs

Inadequate support to SME's

Corruption was considered in a separate sectiomasdseen to have been reinforced
by the transition process and was believed to poserious challenge to both the rate and
quality of growth. Corruption increased the costdoing business and discouraged the
creation of new jobs. The fact that there is norgirmechanism to eliminate it — a lack of
political will and of an independent judiciary —chanly fostered it further. It was decided
that there was also a need to improve labour itgpeand overall governance of labour
markets.

From the labour side, the government was seen\e kapported very high labour
costs, while having failed to provide an educatgstem that matched the labour market
needs.

Other than these factors that are strongly relébethe political space, one major
constraint identified was that of undeveloped mekik was felt that some markets did not
function efficiently, suffered from a lack of contppen or had a heavy presence of
monopolies. Encouraging entrepreneurship in keyeueldbped markets was prescribed.
Figure 7 presents the workshop participant’s opinions onckisectors were the most
open, and which were the hardest to access.

Figure 7. Degree of competition within a sector, agerceived by the workshop participants (0-free maket,
6-closed market)
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In addition to general barriers to growth, sevendrastructural barriers were
identified and ranked by level of importance. Eptemeurial infrastructure was identified
to be most poorly developed, followed by physical éinancial infrastructurd=jgure 8).

Figure 8. Infrastructural barriers to growth (0-less important, 5-most important)

Entrepreneurial
Physical
Financial

IT

Energy

5.3 Responsibility to the future — the issue of
sustainable growth

Promoting inclusive and productive employment ie ffresent must be done in a
manner that does not compromise the possibilibesttie coming generations to access
productive employment. Productive employment, mudte growth, needs to be
sustainable. Policies aimed at achieving inclusivd productive employment need to take
the legitimate rights and interests of future gatiens as well as those of the present into
account.

Three broad groups of aspects pertaining to swidity deserve to be singled out:
environmental aspects, investments in the youngclindte change. While investments in
young will be discussed later in sections on laband education, we consider the
environmental and climate related aspects here.

BiH is an energy intensive economy and consume® moergy per unit of GDP than
any neighbouring country={gure 9). The CQemissions are large and growing, despite the
fact that hydro power supplies 43.9 per cent ottelgty needs Figure 10). Moreover,
BiH is the third largest S{&mission producer in Europe. Such high energy useBéH -
despite a small manufacturing sector - is a cadiseaory from the point of view of
sustainability of the economy. On the bright dit®ugh, forests in BiH cover an expansive
53 per cent of the land and deforestation is lowwelver, physical planning to prevent
reduction of agricultural land is poor. There isvese soil erosion in some areas, e.g.
Herzegovina. In addition to all this, there are nilion land mines and 2 million
unexploded ordnances which limit the land availdblase.
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Figure 9. Energy intensity of the economy (2005) kg og oil equivalent per USD 1000 of
GDP
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Figure 10. CO2 emissions: level and growth (2009)
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Source: The Little Green Data Book 2009

In view of the increasing evidence that the impdatlimate change on economies and
livelihoods will be both pervasive and rapid, thasure to the impact of climate change
and measures taken to adapt to these should aygo@bhcluded as a third key aspect of
sustainability. It was decided by the workshop ipgrants that future strategies should be
taking the issue of sustainability into considematiand must encourage the use of
environmentally-friendly technologies. A shift to raore environmentally friendly and
energy efficient pattern of economic growth mugetalace. This is important not only to
make growth more sustainable and less damagingldadue to the increasing importance
the issue of environmental sustainability is giweninternationally, and by the EU in
particular. With eyes upon inclusion into the Eweap Union, BiH must improve its track
record in this area.
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6. Poverty and inequality

Data on poverty and economic inequality in BiH suffom problems of reliability as
well as validity. Household budget surveys exist )01, in the form of a Living
Standards Measurement Survey, and for 2004 and 2Otié form of Household Budget
Surveyss However, as the quality of the data in the 200fvesu is considered to be
particularly poor and as they in large part ar@mpatible with the data in the subsequent
surveys, no information from the 2001 survey wa®dusn the present analysis.
Unfortunately, the surveys do not include any infation on incomes, thus potentially
valuable information on sources of incomes and mpleyment-related income cannot be
obtained. Due to this cross-checking of consumpdiata with income data is impossible,
which makes it difficult to verify its reliabilityln addition, there are concerns about the
methodology for calculating the poverty line, whiente discussed in the sun/yThere are
three alternative poverty lines presented, ondé@&ifitbeing the preferred one while another
was chosen for the sake of comparability with eadurveys.

A comparison of the results from the Household Badgurveys in 2004 and 2007
suggests that the incidence of poverty somewhatased over the perioddble 15. This
finding is hard to take at face value. The periodquestion saw respectable economic
growth as well as an improvement of key labour reaitkdicators, such as the employment
rate. A breakdown of the data on entities casthéurdoubt on the validity of this finding.
The exceedingly high increase in the incidenceasfepty in the BD is simply too large to
be credible, while the finding that the incidenégoverty increased in RS, but declined in
the FBiH is at odds with the comparatively bettesremic performance in the former than
in the latter. The only conclusions that may bewdr with some degree of certainty is that
poverty remains a serious problem in BiH and thatfairly high economic growth in the
years leading up to the economic crisis in 2008-@i¥, not seem to have had any
substantial impact on it.

Table 15 Poverty incidence by entity and settlemenype in 2004 and 2007

Rural and urban Rural Urban
2004 2007 2004 2007 2004 2007
BiH 17.9 18.6 23.1 23.9 11.0 11.0
FBiH 18.5 17.4 25.2 23.6 10.8 9.9
RS 17.5 20.2 20.6 23.9 12.1 13.2
RD 7.9 25.0 13.8 325 1.1 16.5

Source:HBS (2007b).

The incidence of poverty displays a number of labicorrelations with household
demographic characteristics. In the first placeisitstrongly linked to the size of the
household. While only 10 per cent of the one-mentimerseholds and less than 15 per cent
of the two to three member households live in piyyeaimost a third of the households
with five members or more are poor. Overall, thegsty incidence is lower in female-
headed households than in households headed by buerhis is due to the fact that
female-headed households tend to be smaller. Whesehold size is held constant, it is
found that female-headed households are more poodoe poor than households headed by

® The survey results can be found on web-site of Biel Federal Office of Statistics
(http://www.fzs.ba.

* HBS (2007b: 13-20.
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mens57 The poverty incidence also varies by age of thedhaf household. It is higher for
the younger households, where the head is age®,2h&n for households where the head
is aged 50-64. This may well be due to a more fealle dependency ratio in the older
households, but it may also to some extent reflextdifficulties of the young to get a firm
foothold in the labour market.

Naturally, poverty is strongly linked to employmeiable 16. The incidence of
poverty among household where the head of housdékaldemployed is almost twice as
large as among households where the head of hddsdtas employment. More
noteworthy, perhaps, is that even among the lattere than 16 per cent are poor. While
employment may be necessary to escape povertpel dot always suffice. There is an
overall deficit of not only employment, but alsag@uctive employment and decent work.
BiH clearly still has a large number of the workjmgor. Transposing the poverty incidence
among the household where the head is unemploy¢at@remployment, a rough estimate
suggests that there were some 120 — 150 thousatkihgy@oor in BiH in 200758

Table 16. Poverty incidence by labour market statusf the head of household, percentages

Employed Unemployed Pensioner Other inactive  #&tgories
BiH 16.4 26.8 17.3 22.2 18.6
FBiH 16.4 25.9 15.7 18.9 17.4
RS 16.0 27.6 19.8 27.1 20.2
BD 25.7 31.2 22.2 21.3 25.0
Source: HBS (2007b).

As expected, the nature and area of employmentematiThose with permanent
employment are exposed to poverty to a much lesgemt than those who are self-
employed or have other forms of, mainly temporamployment Table 17). What does
come as a surprise is that the poverty incidencengmthose with other forms of
employment, i.e. employees without permanent cotgrais as high as that for the
unemployed. This points to the widespread existafigarecarious employment, which is
associated with the large informal economy. It gdemts to the need to broaden the focus
on employment to one which in equal measure adesat® need to increase employment
rates and create new jobs and the need to ensateeitployment is productive, offer
adequate returns to the workers and offers decerkimg conditions.

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

Employer Self-employed Permanent  Other Total
employment  employment
BiH 10.5 21.1 15.3 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 21.0 324 22.1 42.7 27.7

Source:HBS (2007b).

Remark:‘Other employment’ refers to employees who did mmte ‘indefinite contracts’.
The incidences of poverty by sector of occupatiérthe head of household display a somewhat
unexpected picturer@ble 18. Not only is the poverty incidence above averageng those working in

*"HBS (2007b: 26-27).

8 This figure was obtained by simply multiplyingethumber of people in employment in 2007 —
850,000 — with the poverty incidence (16.4 per xelitis a proxy of the actual number, as it
disregards the fact that the incidence of employnmay vary between poor and non-poor
households.
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agriculture, but also among those working in carion and industry. By contrast, it is far beldvet
average among those working in services. Whileldkter may reflect a rapid productivity growth in
services (sed\.3., Table 123, the large difference between industry and thwises sector is still

remarkable. It suggests a need for further explorab understand the causes for this difference

Table 18. Poverty incidence by sector of employmenff the head of household, percentages

Agriculture Industry Construction Trade & Other All
transport sectors
BiH 25.3 21.0 26.6 11.4 10.4 18.2
FBiH 26.1 20.2 26.9 11.0 9.7 17.6
RS 24.1 22.3 24.3 11.2 11.6 18.6
BD 40.3 23.3 45.6 24.6 12.3 27.7

Source:HBS (2007b).

Education is arguably the single most importantdiainfluencing the exposure to
poverty. The incidence of poverty decreases shavjilythe level of education of the head
of household Table 19. This strong link between education and freedoomfpoverty
goes via the labour market. As shown in some dabai/e Figure 3) labour market access
and access to high quality jobs increases sigmifigavith the level of education, although
there are important gender differences in thisnegbhe figures ifrable 19reinforce the
conclusion that access to high quality educatigobe the primary level is crucial.

Table 19. Poverty incidence by level of educatiorf the head of household, percentages.

No education ~ Primary Secondary Tertiary All levels
BiH 33.3 24.2 15.5 3.2 18.6
FBiH 30.2 24.1 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

The results of the 2007 Household Budget Survegesigthat economic inequality,
measured in terms of consumption, remain withirsmeable limits and may even have
fallen in recent yearTable 20. TheGini coefficient of consumption apparently fell from
0.36 to 0.33 between 2004 and 2007. In 2007Gime coefficient of consumption was 0.34
and 0.33 in urban and in rural areas, respectigiggesting relatively small rural — urban
differences? The overallGini coefficient of consumption is higher than thatmbst
countries in the EU, but more or less at the Ideeind in neighbouring countrieés.
However, it should be noted that the figures rééfeconsumption and not income. Both
private (in particular remittances from abroad) gndblic transfers are known to be an
important source of revenue for many Bosnian hoaisish although their distributional
impact cannot be gauged from the available stedis8imilarly, it is impossible to estimate
either absolute or relative size of income fronolah or the magnitude of inequality in this
regard.

**HBS (2007b).

%9 UNDP (2009). Most countries in the EU have a Giméfficient below 0.3, while it is somewhat
higher than in BiH in Albania and Macedonia, bt in Serbia and Croatia.
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Table 20. Distribution of consumption by consumptia quintiles, 2007

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 (2007h: 42).
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7. Conclusions

Expanding domestic demand - led by wage growth,ittaence inflow and credit
expansion - has been boosting economic recovamlcent years in BiH. The economy had
grown at a respectable 5-6 per cent per annumeimpité-crisis years. This growth had not
been at the cost of stability either, as inflatiord macroeconomic fundamentals remained
stable.

However, though this economic growth has been d@ip®srend, it was not sufficient
to bring about a productive transformation in tlourdry. The employment situation is
bleak while a sectoral mismatch between employraedtvalue added persists. Growth has
also not taken into account the environmental costslved, while political issues and
fragmented markets continue to discourage business.

Although growth has helped bring down unemploymantecent years in BiH, the
employment situation remains very difficult. Accorgl to the 2009 Labour Force Survey
the employment rate is still no more than 40 pet,dar from the EU target of 70 per cent,
and unemployment remains exceptionally high at &5gent. Almost half of the working-
age population — here defined as persons aged ¥5d64ot participate in the labour force,
and among those who do, one in four is unemployegmployment is long-term - almost
three-quarters of the unemployed have been oubdf for more than two years. At 49 per
cent, youth unemployment is rampant, which highiigthe difficulty that not least the
young face in trying to get a foothold on the labmarket.

All these statistics show that a vast majority ebple in BiH have not been able to
even partake in the modest growth their countryexggrienced.

Wages remain low by EU and regional standards, twhimgether with high
unemployment induce people to migrate abroad fonemic reasons. In 2007 there were
still some 125,000 — 150,000 working poor — in $kase that despite having a job they did
not earn enough to bring themselves and their dkpea out of income poverty. Economic
growth has not been sufficient to provide thesepfeewith opportunities to do so.

In the area of human resources development BiHaag$ behind most of its European
peers. The share of the adult population with highieeven secondary, education trails that
of most other countries in the region. There ase akrious, but less documented, concerns
about the quality and relevance of education ambiathe capacity of the educational
system to impart high-quality skills and education.

BiH also suffers from a complex form of inequaligconomic inequality appears to
be fairly high. In 2007 th&ini coefficient of consumption was estimated at 0.3Hictv
though being higher than the EU-average, is rathdine with that of the neighbouring
countries’* A big divide exists between those who have actegsoductive employment
and those who do not. This divide is intertwinethwarominent gender inequality in access
to employment and economic opportunities. Womerigipate in the labour market to a
much lesser extent than men and are more likelbetonemployed. It would seem that this

%1 However, in the absence of any reliable data eprites, an analysis of income distribution and
income inequality is practically impossible. It magll be that income from employment is a more
unequal than th&ini coefficient of consumption suggests, as public rinhte transfers are known
to be important sources of income in many Bosniumskholds.
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marked inequality is largely due to inequality gbportunities, though differences in
educational attainment and other attributes tocagenployability as well.

Key policy suggestions

During the workshop, these issues were discussetktail and the most pressing
policy requirements were put forward. The discussiovere organized per the diagnostic
tree, with the first part focussing on ttate and quality of economic growth In this area,
the participants put forward many policy optionaited togovernancesuch as institutional
strengthening, stricter controls against corrupt@md reduction of administrative barriers
to entrepreneurship harmonization of regulationd palicies of the entities, districts and
cantons. Amondinancial reformsin the aftermath of the crisis, it was suggestet the
central bank of BiH should become a key player gtedmining rules of financial
operations and setting up of lower rates of intereg development banks as a
countermeasure against high interest rates chagefibreign banks. Policies tboost
entrepreneurshipincluded infrastructure development, creation ocbremic zones and
provision of direct support to SMEs. It was alsh fieat employer’s organizations can play
a role in capacity building for entrepreneffrs.

It was felt that future growth, however, must fesponsible to the environmerats
discussed under the headesaétainability, especially as inclusion to the EU would bring
about more stringent requirements of operatiomadéstry. High energy intensity and high
levels of emissions were a source of worry to thigipants.

Sustained high rates of economic growth will bedeekto utilise the full potential of
human resource base and to gradually close the@apared to the most EU countries in
the labour market. This was the third area of emishas designated by the tree — the
utilization of human resources The dismal statistics on employment rates, uneympént
and labour force participation touched a strongl eath the workshop participants.

Data from labour market and household budget sgrgeiggest that education is the
single most important factor determining the praspef young people to attain productive
employment and escape the risks of unemploymentpmverty. Equal access to high
quality education and skills trainingt all levels were therefore recognized to be of
paramount importance. Recommendations on func@pmh VET and LLL were put
forward® The participants believed that such access neeuts affordable to all and merit-
based. The quality of education must be improvedttieast pre-transition levels and the
emphasis must shift from attainment of qualificatioto acquiring practical skills as
required by the job market. The present educatisystem was thought to be unresponsive
to labour market needs, which contributed to tinecstiral nature of unemployment in the
country. To the end of matching labour demand amdcation provisionemployment
servicestoo were thought to be beneficial by making labmarket needs more knovh.
Better coordination between employers and education institutes wasgtitoto be vital.
The participants stressed that the value of edutatiould not be undermined by the lack
of transparency and unfair competition, especiallgwarding public sector jobs.

%2 Seesection 5.2for greater detail on the participants’ views onaivhas been constraining growth
in BiH.

8 For details, refer teection 4.2.

64 Seesection 3.3for details.
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Participants felt that low pay and unregulated weookditions in the private sector
keep workers away from the labour force, encouragetivity and are detrimental to
productivity. This situation is allowed for I®pcial benefitswhich are low but have many
beneficiaries, but also by remittances by Bosniaoiking abroad. It was felt by some that
the contributions to unemployment paid by thosekingy were already too high and should
not be increased.

The gender dimension was strong at the workshapct8tal factors related to gender
inequality — easy access to childcare, and mageledives and benefits’ implementation —
were found to be easier to address than culturalk.o®ther than lower educational
attainment, women also facedjlass-ceilingat the workplace that hindered their progress,
both of which were blamed on cultural reasons.

These were the policy suggestions that the paaintgpput forwards to overcome what
were identified as the main constraints to prodecemployment in BiH. However, the
main issue arising from the discussions, and oatwths repeated over and over again, was
the poor utilisation of the country’s human resastcwhich is particularly worrisome as
the population is rapidly ageing and will most pbly contract at an increasing pace in the
years to come.

The ravages of the war and very low fertility ratemmbined with high rates of
migration abroad have resulted in low birth rated small cohorts of children and youth in
the population. While the share of children (agetb 15) in the population has fallen
from 34 per cent in 1971 to 15 per cent in 200&,ghare of elderly (aged 65 and more) has
increased. This rapid ageing of the populationeists continue in foreseeable future. As
the number of old people increases at the samedsrtee number of young entrants into
the labour force declines, the dependency ratiat ith the number of mouths that each
breadwinner needs to feed, will deteriorate. Higlpeoductivity, resulting in higher
incomes from labour, and a much higher employmatesr and better utilisation of the
working age population, will be needed not onlymaintain material standards of living,
but to keep them from falling in the years to come.

However, the somewhat gloomy picture that emerges Bibove-said needs to be put
in its proper perspective. Few, if any, countriesHurope have faced such daunting
development challenges as BiH as it emerged fral@vastating conflict in the mid-1990s.
BiH has had to address the dual challenges of ibgild new country that meets the
standards of the peer European countries, and ofoyrd economic and societal
transformation to become a modern and competitiarket economy. Societal and
institutional development that has taken place @estturies in other countries has to be
achieved in the course of decades here. For Bisllths been and remains a race against
time. It is only appropriate that the present situm with all the obvious shortcomings, is
assessed not only in terms of what remains to hieaad, but also from the perspective
what has already been achieved.
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A.1l. Employment Diagnostic
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A.2. Decomposition of the GDP growth from
labour perspective

GDP per capita can be expressed as:

GD P, WorkingAgePopulation, LabourForce, Employment, GDPF,

Population, - Fopulation WorkingAgePopulation, LameTFafrcE'_L' Employment,
Or
GEZSE%{AE*EE*PE

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

1.  Age structurey,
2. Activity rate, 4.
3.  Employment ratek,
4.  Labour productivity .
Reason
When we take log differences, we do the following:
G, =5,=A, *E, =P,
Taking logs,
logG, = logs, + logA. + logE, +logP,
We can represent this by
g: =S, Ta. T e, T p;
We have the same for the peribd 1,
Hee1 T Fe-1 7 G177 Fem1 T Pr
So we can subtract the above two equations tageatifferences,
e= Heer = 527 %2 T G T Uy TOET By TP T Py

And we know that;

49



G,
G — G¢—q = logG, — logG,_y = Eag{ )
: : : : )

996, J
G.— Gy | )
=1 t t 2 q!
°d { G._, J
,\, Gr - l5:——‘1
B Gea

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

'Gr - Gr—i _ 5.*_ 5:—1 -’:lr_ -’1r—1 Er_ Er—i Pr - Pr—i
G,y 5.1 Ay E. 4 P._,

Or that change in GDP per capita is a sum of changébour productivity,
employment, labour force participation/activityaa@nd age structure.

What this means for organization of data

When we study growth from a labour perspectivecam take this accounting identity
into account and study statistics in the followorder:

S
Change in the age structure , WhICh—FSS—i
T

Change in the activity rate, which +s—

Ar—y

Change in employment levels, which #

£+_1

Change in labour productivity, which b—'pf_ Proa

Fr_y

: . Gr— Gro : :
« Change in GDP per capita—— and the above variables' relative

=1

contribution to it.
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A.3. Tables

*Dependency ratio actual otal non-employed population divided by
the employed population

Dependency ratio, age basédon-working age population (under 15
and 65 and over) divided by the working age pojmat

Activity rate Labour force divided by working age populatiodG0
Employment rateEmployed divided by working age population * 100
Unemployed rateUnemployed divided by labour force * 100
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Table 1. Participation in the labour force by age groups and sex,

BiH, 2009
Age 15-24 25-49 50-64 15-64
Working age population (000) 432 1040 617 2088
men 223 515 294 1031
women 209 525 323 1057
In labour force (000) 141 718 251 1132
men 90 438 162 703
women 51 280 89 428
Employed (000) 72 556 210 838
men 48 347 133 528
women 24 209 76 309
Unemployed 69 162 42 273
men 42 91 29 162
women 27 70 13 110
Inactive (000) 291 322 365 978
men 133 76 131 340
women 158 246 234 638
Age 15-24  25-49 50-64 15-64
Activity rate (%) 33 69 41 54
men 40 85 55 68
women 24 53 28 40
Employment rate (%) 17 53 34 40
men 22 67 45 51
women 11 40 24 29
Unemployment rate
(%) 49 23 17 24
men 47 21 18 23
women 53 25 15 26




Table 1.1. Participation in the labour force by age groups and sex, Table 1.2. Participation in the labour force by age groups and sex, RS.

FBiH. 2009 2009
Age 15-24 25-49 50-64 15-64 Age 15-24 25-49 50-64 15-64
Working age population (000) 291 676 373 1339 Working age population (000) 134 344 233 711
men 145 332 177 655 men 74 173 111 357
women 145 344 195 685 women 60 172 122 353
In labour force (000) 92 442 131 665 In labour force (000) 47 265 116 428
men 58 279 90 427 men 30 152 70 252
women 34 163 41 237 women 17 113 46 176
Employed (000) 42 337 112 492 Employed (000) 29 211 94 334
men 28 217 77 322 men 19 124 55 198
women 14 120 36 170 women 9 86 39 135
Unemployed 50 105 19 173 Unemployed 18 54 22 94
men 30 62 14 106 men 11 28 15 53
women 19 43 5 67 women 7 26 7 40
Inactive (000) 199 235 241 675 Inactive (000) g7 79 116 283
men 87 53 87 227
men 44 21 41 106
women 112 181 154 447 women 44 59 75 178
Age 15-24  25-49  50-64  15-64 Age 15-24 25-49 50-64 15-64
Activity rate (%) 32 65 35 50 Activity rate (%) 35 77 50 60
men 40 84 51 65 men 41 88 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
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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.

Table 2a. Participation in the labour force, BiH. Total, by sex

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 52,2 535 53,2
Employment rate (%) 350 36,7 40,7 40,1
Unemployment rate (%) 31,9 296 24,0 24,5
Registered Unemployment rate (%) 45,7 444 426 45,9

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

59



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 (%) 34 33 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 34,1 379 36,7
Unemployment rate (%) 32,7 31,4 254 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 (%) 359 34,6 36,0 35
Employment rate (%) 22,3 219 25,6 24,8
Unemployment rate (%) 379 36,8 28,7 28,3

Registered Unemployment rate (%)




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
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
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 (%) 64,6 698 70,7 71
Employment rate (%) 459 52,6 57,2 555
Unemployment rate (%) 289 250 191 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
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 31,5 352 382
Unemployment rate (%) 31,4 289 247 227

Source: LFS (2008, 2009)
*Source: LEA



Table 3. Unemployment by duration of unemployment and

sex, FBiH. (000)

Men Women  Both sexes

Found job 2

Less than 5 months 8 13

6-11 months 10 15

12-23 months 10 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

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 22,1
120 months and more 27,6 26,6 27,2
Total 100 100 100

Source: LFS (2009: Table 13)

Table 3.1. Unemployment by duration of unemployment by sex,

FBiH, (000)
Men Women Both 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 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)

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

44)
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Table 4. Educational attainment levels, 2009, BiH (000)

Primary Secondary

Tertiary Total

Working age
population
men

women

In labour force
men

women

Employed
men

women

Unemployed
men

women

Inactive

men

women

1176
428
748
259
149
110
192
108
84
67
42
26
917

279
639

1234
720
514
736
481
254
544
367
177
191
114
77
499

239
260

184
104
80
137
73
64
123
66
57
14

47

31
15

2594
1252
1342
1132
703
428
859
541
318
272
163
110
1463

549
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




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 57 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
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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

All
Primary  Secondary Tertiary 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

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%
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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

Primary  Secondary  Tertiary All 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 329 53,6 13,6 100
Unemployed 26,6 67,0 6,4 100
men 28,3 66,0 57 100
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
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 57 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)
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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 59 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
Agriculture 10,1 10,3 9,8 8,9 Agriculture 100 100,60 109,58 108,98
Industry 25,7 254 264 274 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 6,3 7,3 Total 100 104,81 109,74 105,80
Other 9,2 7.5 55 47
Services 64,2 64,3 63,9 63,7
Total 100 100 100 100 Value added
Sector composition of index.
employment 2005 2006 2007 2008 2009 2006=100 2005 2006 2007 2008
Agriculture 206 198 206 21,2 Agriculture 9552 100 101,63 100,86
Industry 30,7 326 325 315 Industry 97,75 100 110,91 125,65
Services 487 475 470 473 Services 96,53 100 106,26 115,17
Total 100 100 100 100 Total 96,73 100 106,97 116,36

Source: LFS (2006, 2009), National Accounts (2008)
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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

Source: LFS (2006, 2009), National Accounts (2008)
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Table 10. 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

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)

Men Women Both sexes
Employees 401 224 625
Self-employed 122 53 176
Unpaid family
workers 17 41 58
All categories 540 318 859

Table 12a. Labour force by employment status and sex, BiH.
Percentages

Men Women Both sexes
Employees 74,3 70,4 72,8
Self-employed 22,6 16,7 20,5
Unpaid family workers 3,1 12,9 6,8
All categories 100 100 100

Source: LFS (2009: Table 6)

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

Men Women Both sexes
Employees 257 138 395
Self-employed 65 26 92
Unpaid family workers 5 9 14
All categories 327 174 501

Table 12.1a Labour force by employment status and sex, FBiH.
Percentages

Men Women Both sexes
Employees 78,6 79,3 78,8
Self-employed 19,9 14,9 18,4
Unpaid family workers 1,5 5,2 2,8
All categories 100 99 100

Source: LFS (2009: Table 6.1)
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Table 12.2. Labour force by employment status and sex, RS. (000)

Men Women Both sexes
Employees 139 82 221
Self-employed 55 26 81
Unpaid family
workers 12 31 43
All categories 205 140 345

Table 12.2a. Labour force by employment status and sex, RS.
Percentages

Men Women Both sexes
Employees 67,8 58,6 64,1
Self-employed 26,8 18,6 23,5
Unpaid family workers 5,9 22,1 12,5
All categories 100 99 100

Source: based on LFS (2009: Table 6.2)
Table 13. Labour Force by economic sector and sex, BiH.
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: Table 7)
Table 13.1. Labour Force by economic sector and sex, FBiH.
Percentages

Men Women Both sexes
Agriculture 12 16 14
Industry 44 18 35
Services 44 66 51
All industries 100 100 100




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)

Men Women Both 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)

Men Women Both 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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