74 | The Review of International Affairs, Vol LXIV, No. 1151, july—september 2013

UDC: 338.124.4:331.5(497.11)(497.7)
Biblid 0543-3657, 64 (2013)

Vol. LXIII, No. 1151, pp. 74-86
Original Scientific Paper

THE IMPACT OF GLOBAL ECONOMIC CRISES
ON THE LEVEL OF EMPLOYMENTIN
SERBIA AND MACEDONIA!

Nikola POPOVSKI?

Abstract: The main goal of this paper is to understand the situation, dynamic
and tendencies in active population and employment in Serbia and Macedonia
and indicate key problems as a result of impact of the world economic crises
on these variables. Employment rate decrees to the levels which are much
lower than 50 percent. It endangers the economies of Serbiaand Macedonia in
the global economy and in the context of their European integrations. The
basic structural characteristics of the active population and employment in
both countries were researched. A comparative approach is logical and
possible as Serbia and Macedonia has similar levels of economic development,
economic structure and problems. They are some of a few European countties
with a lowest rate of active population and employment, and highest rate of
unemployment. Quantitative changes in the active population and
employment in Serbia and Macedonia in the last decade are determined. Their
changes are related to ones in the countties of the EU. Those data are used to
explore if the wortld crises contribute to approximation or digression of Serbia
and Macedonia to the levels of those indicators in EU. As EU already
established a goal to realize the growth of their employment rate to the level
of 75 percent by 2020, it becomes extremely important for Serbia and
Macedonia to achieve and maintain the growth of employment rate so the EU
integration should be effectively possible. Thisis not possible without higher
and sustainable growth of those economies in the future.
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Introduction

The common economic theory approach and popular way for a snap
measuring of the economic situation and perspectives of any country offers a
view to a four basic macroeconomic indicators — the level of Gross Domestic
Product per capita (GDP/pc); growth rate of GDP; annual inflation rate
measured as Consumer Price Index (CPI); and the level of (un)employment of
the working force. The internal economic position of the countries is mostly
determined by these indicators, as well as its relative economic position compared
with other countries in the region or globally. The global economic crises that
started in 2008/2009 affects most of the world national economies and its
performance related to those indicators. Concerning the levels of
(un)employment of the workforce, many countries in recent crises years put more
and more parallel attention on a levels of unemployment and level of employment
and its rates. Serbia and Macedonia should take this into account and take care of
both although their economies are hit by the global economic crises. This come
more relevant as the both countries has close EU membership aspirations and
since The European Council on 17 June 2010 adopted the Europa 2020 strategy
which became EUs common agenda for the current decade. This strategy
emphasizes smart, sustainable and inclusive growth as a way to overcome the
structural weaknesses in the EU economy, improve its competitiveness and
productivity and underpin a sustainable social market economy. (European
Commission, 2010). One of the five key objectives expressed in the form of
headline targets at the EU-27 level is that 75 percent of the population of EU,
aged 20-64 should be employed by year 2020. The both mentioned countries,
between others targets, should improve their employment rate if they want to stay
on track with further EU integration process and established their own strategies
of this problem.

Definitions

The labor contained in the labor force or within the human, combined with
natural resources and physical capital for a long time was consider as most
important production and development factors of the economy. The modern
economy no longer consider working force as a sole factor, but as dual economic
and development factor which contains of labor, understand as manual, physical
labor and knowledge, including the skills of the working force, as relatively new
economic and development factor. Productive usage of the labor force in the
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economy is obtained by the process of its ‘employment’ or its involvement and
usage in wider sense of that word. As the number of total employed and
employment rate is higher, the level of development of a country should be
higher. Employment and unemployment persons and rates are in direct economic
and mathematic correlation. On the other hand, the dynamic and sectorial
direction of changes of the absolute number of employed persons and
employment rate shows the ability of the economy to develop and to create new
jobs for the current and next generations. Even more, the new tendencies of the
economic theory and practice refer to an insufficiency of obtaining enough new
and well-paid jobs, but creating of more decent jobs as well.

Prior to defining the ‘employment’ it is necessary to define the term Tabor
force’. Within the national economy the basic source for a recruiting of the labor
force is the zotal population with its natural, economic, educational and other
characteristics. The totalsize of the population and its dynamic, basically depend
of two factors: 1. natural growth rate, as a difference of rates of birth and death
on 1,000 inhabitants; and 2. net migrations as a difference between the number of
registered emigrants and immigrants.

The category ‘/abor foree is quantitatively lower than total population, and the
theory defined it on a relatively unified way. According to one, widely accepted
definition ‘the labor force is composed of all individuals who have a job, who are
registered that want to work or who are on disposal for a work.” (Begg et al. 2000,
p. 449).The official definition of the International Labor Organization (ILO)
which is accepted by the Serbian and Macedonian state official statistical
organizations define that ‘the labor force is active population (employed and
unemployed persons) and inactive population’ (State Statistical Office of
Macedonia, 2011b, p. 253).

The group of ‘active population’ is quantitatively lower than that of labor force
and according to the definition of Bureau international du travail from 1982 it
‘consist of persons in working age who are employed and persons who are not,
but look for a job.(@mrm, 2008, p. 199).The State Statistical Office of Serbia
(SSOS) defines the active population more practically as ‘all employed and
unemployed persons’ (PerryOamrdaku 3aBoa 3a cratuctuky Cpomje, 2012, p. 2). That
is the base to introduce the ‘participation rate’ or ‘activity rate’ of the population
which shows ‘the percent of the population in working age which declare as a part
of a labor force’ (Begg et al. 2000, p. 450). It is calculated ‘when the total active
population is related to the total population in a working age, and it is over the age
of 16 years’.(@urm, 2008, p. 199).SSSO defines it as ‘the percent of active
population of the total working age population’(PerryOamaku 3aBoa 3a
cratuctukyCpouje, 2012, p. 2).
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The category ‘employed persons’ is statistically lower category than active
population and it represents only a part of the active population.In the economy
theory and statistics it is defined uniformly with small but necessary differences
depending on practical approach in its defining from some institution or a country.
For example in the theory ‘employed persons consider those who execute paid job
and those who have a job but temporarily are absent from the job due to an illness,
vacation, strike and similar” (@urm, 2008, p. 381). According to ILO ‘persons of
working age are classified as employed if, during a short referenceperiod such as a
day or a week, (i) they did some work (even for just one hour) for pay, profitor
family gain, in cash or in kind; or (i) they were attached to a job or had an
enterprise fromwhich they were ‘temporarily’ absent during this period (for such
reasons as illness, maternity, parental leave, holiday, training, industrial dispute).
Employed persons include those persons ofworking age who worked for at least
one hour during the reference period as contributing familyworkers (formetly
referred to as unpaid family workers) working in a family business’(ILO, May
2012, p. 23). Basically the same, although adjusted definition use the State
Statistical Office of Macedonia (SSOM) according to which ‘as employed are
regarded persons aged from 15 to 79 (including those with 79) years whom: 1.
worked for wage (in cash or in kind) or income at least one hour during the
reference week; 2. were temporary absent from work (due to illness, vacation,
training, end of the activity of the legal entity, etc.) with formal job attachment; 3.
were helping on the family property or enterprise without wages.” (State Statistical
Office of Macedonia, 2011b, p. 253). SSOS use more precise definition according
to which ‘Employed persons are persons who execute paid job (in cash or in kind)
atleast one hour in the reference week, and persons who have job but being absent
in that week. Along with the persons with formal job who work in the enterprise,
institution or other type of organization or work as private entrepreneurs in
employed persons are include private farmers, persons helping the household, as
well as persons who execute some job they find by themselves and contract (oral
or formal) without formal job contract if that job was their only source of income
for living. According to this, the Survey does not take into account the formal
status of the person, but its working status is determined on the basis of de facto
activity it executes in the reference week’ (PemyOAmdkm 3aBOA 32 CTATHCTHKY
Cpbuje, 2012, p. 2).

According to the economic status employed persons are classified as: 1.
employer — person who operates his or her own legal entity or engages
independently in a profession or trade, or owns a farm and employees other
persons; 2. employee-person who works for state institutions, legal entities in
public, mixed, collective and undefined ownership, public or private employer; 3.
self-employed — person who operates his or her own legal entity or engages
independently in a profession or trade, but does not employ other persons; 4.
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unpaid family worker — persons who work without pay in legal entity, trade or on
a farm in ownership of another member of his or her household.

Employment rate shows the participation of the number of employed persons
in the total population in the working age, and that is over 15 years (definition that
use SSOS and SSOM), or number of employed persons ata certain age in the total
population at thatcertain age (Eurostat, for example,use the age of 20 to 64 years
and calculate the employment rateby dividing the number of persons aged 20 to
64 in employment by the total population of the same age group). Some
organizations or institutions use other terms and definition to show the same
thing, World Bank definition refers to employment to population ratio and it ‘is the
proportion of a country’s population that is employed. People ages 15 or older are
generally considered the working population” IBRD/WB, 2012a, p. 57).

Finally, the economy science and statistics defines category of ‘employees’ is
quantitatively lower than that of employed persons. By the SSOS definition
‘Employees are persons who work for an employer inall sectors of ownership, no
matter if they have formal employment contract or if they work on the bases of
oral agreement. Members of the households who are paid for helping family
business are also considered as employees’ (PerryOAmakn 3aBOA 32 CTATHUCTHKY
Cpbuje, 2012, p. 2). SSOM use similar definition according to which ‘employees
are considered to be anyone officially employed by legal entity, as their single and
main occupation, regardless of whether the position is for a limited or indefinite
period, and regardless of whether the individual is employed full or part-time’
(State Statistical Office of Macedonia, 2003b, p. 242).

Situation in EU and its agenda for high level of employment

The global situation with the level of employment is not rosy. The 29 million
net jobs lost duringthe global economic crisis since its beginning in 2008 (13
million women, and 16 million men) have not been recovered yet is pointed out
in the latest ILO report, while the gender gaps in employment increased. Prior to
2008, the global gender gap in employment was constant but increased with the
crisis. Globally, between 2002 and 2007, women’s employment-to-population ratio
remained constant at about 49 percent or 24 percentage points lower compared
toabout 73 percent for men. In the run up to the crisis, the gender gap in the
employment-to-populationratio inched down to 24.6 percentage points (ILO,
Dec. 2012, p. 3 and 12).

The situation with the employment in EU is similar to the global and that is
why the actions have been taken. The current EU agenda for high level of
employment is established by the Commission document ‘Europe 2020 — A
strategy for smart, sustainable and inclusive growth’. The starting point for the
European idea for an inclusive growth which enables a high-enployment economy
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delivering economic, social and territorialcohesion is that ‘inclusive growth means
empowetring people through high levels of employment, investing inskills, fighting
poverty and modernizing labor markets, training and social protectionsystems so
as to help people anticipate and manage change, and build a cohesive society.
Europe needs to make full use of its laborpotential to face the challenges of an
ageing population and rising global competition. Policiesto promote gender
equality will be needed to increase labor force participation thus adding togrowth
and social cohesion. Due to demographic change, our (means: EU) workforce is
about to shrink. Only two-thirds of our (EU) working age population is currently
employed, compared to over 70 percent in the US and Japan. The employment
rate of women and older workers are particularly low. Young people have been
severely hit by the crisis, with an unemployment rate over 21 percent. There is a
strong tisk that people away or pootlyattached to the world of work lose ground
from the labor market.” (EU Commission, 2010, p. 17-18).

EU set a target to raise the employment rate of the EU population aged 2064
from 68. 6 percent in 2010 to at least 75 percent in 2020 and for that purpose EU is
willing ‘to modernize labor markets byfacilitating labor mobility and the development
of skills throughout the life cycle with a view to increase labor participation and better
match labor supply and demand.” (EU Commission, 2010, Annex 1, p. 32).

An action was needed to be taken because the levels of the employment in the
last 15 years in EU varied up and down. The employment rate among 20 to 64
year olds was 65.1 percent in 1997, and then between 2000 and 2008 it rose from
66.6 to 70.3 percent.3 The economic crisis had a pronounced effect as in 2009 the
employment rate fell by 1.3 percentage points to 69.0 percent — the level of 2006.
It continued to fall in 2010 to 68.6 percent, where it remained in 2011 with
differences between the member states which are large — highest rate are in
Sweden 80.0; Netherlands 77.0; and Germany 76.3 and lowest rates in Italy 61.1;
Hungary 60.7 and Greece 59.9 (http://epp.eutostat.ec.europa.cu/tgm/table.).
‘The economic crisis hit men harder than women — they experienced a fall in
employment of 2.9 percent age points in 2011 compared with 2008. The
employment rate for women fell with 0.5 percent age points over the same period.
(Savova, 2012, p. 2). The strategy established the EU and national targets and in
addition to the national targets and in order to make real progress towards the
common goal it focus on the most vulnerable labor market groups such as

3 Burostat is calculating the employment rate by dividing the number of persons aged 20 to 64 in
employment by the total population of the same age group. The indicator is based on the EU
Labor Force Survey. The survey covers the entite population living in private households and
excludes those in collective householdssuch as boarding houses, halls of residence and hospitals.
Employed population consists of those persons who during the reference week did any work for
pay or profit for at least one hour, or were not working but had jobs from which they were
temporarily absent.
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women, older workers, non-EU citizens, young people and persons who are not
in employment, education or training, As is seen from the cited Eurostat data the
actions didn’t give results in the first few years of the implementation of the
strategy and currently the employment rate in EU is even weaker than in the
moment of adopting of the strategy.

The further danger for EU-27 countries arise from the fact that within the
Union the old dependency ratio (persons aged 65 or older as percentage of persons
in the working age of 15-64)was 21.1percent in 1992 and increase to 26.8percentin
2012 which is very high with projection to be 50.2 percent in 2050 without
calculating the migration flows. The records high are Italy and Germany with 31.6
percent and 31.2 percent in 2012 and projected around 58.1 percent in 2050. Total
age dependency ratio in EU-27, calculated as the ratio of the sum of persons aged
below 15 and 65 or older to the working age population of 15-64 years, in 2012 was
50.2 percent and was nearly the same compared to 49.5 percent back to 1992.
(Eurostat, 26 March 2013).

Levels of employment in Serbia and Macedonia

The absolute and relative levels of employment in Serbia and Macedonia are
much lower than those of EU-27 and especially of those of EU-15. It gives no
good perspective for further EU integration processes of these two countries.

The case of Serbia

Serbia is one of the countries in the region and in Europe where the
employment levels of the population were severely changed since the beginning
of the global economic crises in 2008 and didn’t recover yet. Since then the
absolute number of employed persons shows the decreasing tendency and in

Table 1: Employed persons and employment rate in Serbia 2002-2012
(aged 15+)

2002 | 2004 | 2006 2008 2009 2010 2011, 2012

employed
Semons (in 000) /) /| 2.821.7| 2,616.4| 2,396.2| 2,253.2|2,299.1
?j/f)lﬂoymenme 48.6| 452 40.4| 444 412 377 358| 367

Source: Perrybandku 3aBoA 3a crarucruky, Cpbuja, 2012.
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October 2012 it reach 2,299,068 compared with 2,396,244 in 2010 and 2,821,724
in 2008 ot some 522,600 jobs was lost. It is close to 1/5 of previously total
employed persons. Due to this the employment rate importantly decrease to a level
of 36.7 percent in October 2012 compared with 44.4 percent in 2008 and 48.6
percent in 2002 (Table 1).

This impact of the global economic crises in Serbia was combined with a
‘heavy inheritance on the labor market additionally worsened by the effects of the
transition and economic restructuring, as well as lack of adequate institutional
measures.’(Beraha, 2011, p. 62). That reduces the employment rate on a historically
lowest rate and increases the unemployment rate in the country on a historically

Table 2: Employment rate in Serbia 2008-2012 (persons aged 15-64)

year 2008 2009 2010 2011 2012
employment 53.7 50.4 472 45.4 453
rate (%)

Source: Perrybandkm 3aBoa 3a crarucruky Cpomje, (15. 10. 2013).

highest rate. It shows how unrealistic for Serbia is expectations that the country
can reach the targets set up with the strategy ‘Buropa 2020”. If the employment
rate is calculated only on a population in working age (15-64) which is
methodologically closer to those applied by Eurostat in case of strategy ‘Europa
20207 (persons aged 20-64) than the rates are as follows in Table 2.

Figures on employment rate of a population in working age (15-64) in Serbia
shows some 10 percentage points higher value than those of employment rate of
a population aged 15 or older, but it is still well below the targets defined in strategy
‘Europa 2020,

Similar to previous are the tendencies with the number of employees in Serbia
which also decline systematically in the last decade which is shown in Figure 1.

Besides the low level of employment and decreasing number of employees,
the gender gap in employment in Serbia also exists, so the employment rate for
men in 2010 was 45.0percent and for women was about 1/3 lower to 30.9petcent.
On the other hand educational gap exists too, so the employment rate of high
educated persons in 2010 is 56.7percent, compared to 43.4percent of those with
secondary education and extremely low rate of only 11.7percent of those with no
any completed education (Radovic-Markovic, 2011, p. 29). Obviously, education
levels matter the employment in Serbia.
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Figure 1. Dynamic of decreasing of the number of employees
in Serbia 2001-2010
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Source: (Beraha, 2011, p. 65).

The case of Macedonia

Macedonian economy traditionally is suffering of relatively low employment
rates and extraordinary high unemployment rates which are persistent. The period
of long and exhausted transition combined with serious domestic and foreign
political problems additionally worsen the problem. During the years of the world
economic crises the country, as many others, experienced low or negative annual
growth rates of GDP and sharp decline of the value volume of foreign trade

Table 3: Employment statistics in Macedonia 1996-2012 (population aged 15+)

year 1996| 1998| 2000| 2002| 2007, 2009| 2011| 2012

employed persons
(000)

employmentrates
(%)

unemployment
rates (%)

Source: State Statistical Office of Macedonia, Skopje, Macedonia, (1996-2013).

537.6| 539.8| 549.8| 561.3| 558.7| 629.9| 645.1| 652.5

374| 359, 3584 358 362 384 389 391

319| 345 322 319 349 322 314 306
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including decline in exports, but performances in employment unexpectedly stay
stableand even improve (Table 3).

The data shows that number of employed persons, although relatively low, in
the last 15-20 years slowly but constantly increases and it also happens during the
petiod of world economic crises (2008-2012) when the number of employed was
increased for neartly 100 thousand petrsons or about 1/5 of its number in the
beginning of the crises in 2008. Consequently the employment rate calculated on
a base of number of employed persons in a population aged 15 and over, slowly

Table 4: Employment rate in Macedonia 2006-2012 (petsons aged 15-64)

year 2006 2007 2008 2009 2010 2012
cmployment 43.9 45.0 46.3 47.9 481 48.4
rate (%)

Source: Eurostat, (26.02. 2013).

increased from 306.2 percent in 2007 to 39.1percent in 2012. This is still one of the
lowest rates in Europe.

If the employment rate calculation is appliedon a population in working age
(15-64) which, as we have seen is methodologically close to those applied by
Eurostat, the rates are higher but still very low compared with the needs of
Macedonian economy and situation in the other countries in the region and

Europe (Table 4).

Macedonian employment rates compared with those in Serbia is very similar
andcurrently both stand at a margin of about 4548 percent, but employment
rates in western and north countries of EU are about 25 percent age points higher
(about 50 percent higher than Macedonian and Serbian) which is shown in Table
5. The rates in central and southern countries of EU are some 10-15 percent age
points higher and they still look far away from the rates in Macedonia and Serbia.

Conclusion

The levels of employment in Serbia and Macedonia are low, so the
employment rates are too. In 2012 Serbian employment rate for population aged
15-64 was very low with ‘only’” 45.3 percent, and Macedonian was also very low
with rate of 48.4 percent. Both are well below the levels in EU-27 (68.6 percent)



84 | The Review of International Affairs, Vol. LXIV, No. 1151, july—september 2013

Table 5: Employment rates in selected countries from EU and
the world 2006-2012 (persons aged 15-64)

country/year 2006 2007 2008 2009 2010 2012
Belgium 66.5 67.7 68.0 67.1 67.6 67.3
Bulgaria 65.1 68,4 70.7 68.8 65.4 63.9
Czech 71.2 72.0 72.4 70.9 70.4 70.9
Denmark 79.4 79.0 79.7 77.5 75.8 75.7
Germany 71.1 72.9 74.0 74.2 74.9 76.3
Greece 65.7 66.0 66.5 65.8 64.0 59.9
Spain 68.7 69.5 68.3 63.7 62.5 61.6
Hungary 62.6 62.6 61.9 60.5 60.4 60.7
Ttaly 62.5 62,8 63.0 61.7 61.1 61.2
Lithuania 71.6 72.9 72.0 67.2 64.4 67.0
Austria 73.2 74.4 75.1 74.7 74.9 75.2
Poland 60.1 62.7 65.0 64.9 64.6 64.8
Slovenia 71.5 72,4 73.0 71.9 70.3 68.4
Sweden 78.8 80.1 80.4 78.3 78.7 80.0
UK 75.2 75.2 75.2 73.9 73.6 73.6
Romania 64.8 64.4 64.4 63.5 63.3 62.8
Swiss 80.5 81.3 82.3 81.7 81.1 81.8
Croatia 60.6 62.3 62.9 61.7 58.7 57.0
Japan 74.5 75.3 75.3 74.5 74.7 74.9
Macedonia 43.9 45.0 46.3 47.9 48.1 48.4
Serbia / / 53.7 50.4 47.2 45.3
Turkey 48.2 48,2 48.4 47.8 50.0 52.2
USA 75.3 75.3 74.5 71.3 70.5 70.4
EU-27 69.0 69.9 70.3 69.0 68.6 68.6

Source: Eurostat, (26.02. 2013).

and the counttries in the region. If the two countries want to speed up their EU
integration it isneeded to establish and implements their own strategies for
increasing the employment rates to at least 65-68 percent by year 2020, similar to
those of EU strategy ‘Buropa 2020” which set a target of at least 75 percent
employment rate in the EU by year 2020. Otherwise Serbia and Macedonia will
not be in position to fully integrate in EU and to improve its position in the
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international economic and political relations. From the point of view of the
employment rate of its population, the wotld economic crises worsen the
international position of Serbia which rates relatively decline. It was not a case in
Macedonia which rates slowly increase. Still, adequate job creation should be a key
policy priortity in the both countries. But if their economic growth stays anemic as
is now or as is projected in their midterm forecasts, employment rates will not
increase to a needed levels for improving its economic and international positions.
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UTICAJ] GLOBALNE EKONOMSKE KRIZE NA NIVO
ZAPOSLENOSTT U SRBIJI I MAKEDONI]JI

Apstrakt: Glavni cilj ovog ¢lanka je analiza situacije, dinamike i tendencija vezanih
za aktivou populaciju 1 zaposljavanje u Srbiji 1 Makedoniji 1 ukazivanje na kljucne
probleme zbog uticaja svetske ekonomske krize na ove promeniljive kategorije.
Stopa zaposlenosti je pala na nivo koji je mnogo nizi od 50 procenata. To ugrozava
privrede Stbije i Makedonije u svetskoj privredi kao 1 u kontekstu njihovih
evropskih integracija. Istrazene su osnovne strukturne karakteristike aktivhog
stanovniStva i zaposljavanja u obe zemlje. Komparativan pristup je logi¢an i mogué
posto Srbija i Makedonija beleze slicne nivoe ekonomskog razvoja, privredne
strukture i problema. Ovo su neke od nekoliko evropskih zemalja sa najnizim
stopama aktivnog stanovniStva i zaposljavanja 1 najvisim stopama nezaposlenosti.
Utvrdene su kvantitavne promene na planu aktivne populacije i zaposljavanja u
Srbiji 1 Makedoniji u poslednjoj deceniji. Izvi$eno je poredenje ovih promena sa
onim u zemljama EU. Ovi podaci su iskoriSéeni da se istrazi da li svetska
ekonomska kriza doprinosi priblizavanju ili odstupanju od pokazatelja zabelezenih
u EU. Posto je EU veé postavila cilj postizanja rasta stope zaposljavanja do 75
procenata do 2020. postaje izuzetno je vazno za Stbiju i Makedoniju da ostvare i
odrze rast stope zaposljavanja kako bi integracija u EU bila efektivno moguca. To
nece biti moguce bez viseg i odrzivog rasta ovih privreda u buduénosti.



