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Abstract

This article analyses economic development in five western Balkan countries — Al-
bania; Bosnia and Herzegovina; Montenegro; North Macedonia; and Serbia — be-
tween 2008 and 2018. Data on the status of the economy and on the situation of
wages were provided for the study by trade union economic experts from each
of the countries in the region and based on a questionnaire, for which the data
was collected in December 2018 and then supplemented by the authors during
2019. In most western Balkan countries, the economic situation may be charac-
terised, among others, by low salaries and low purchasing power, a high unem-
ployment rate, plenty of corruption, a considerably-sized grey economy, a low
GDP growth rate, massive participation of public and foreign debt in GDP, the
widespread phenomenon of the non-payment of taxes and contributions, low eco-
nomic competitiveness, sizable inequalities in pay between men and women, a
high poverty rate and other social disparities. The authors conclude that, in such
circumstances, the need for an effective worker voice, and for true social dia-
logue, remains as important as ever.

Keywords: wages and salaries, minimum wage, productivity, income tax, contri-
butions, south-eastern Europe

Introduction

The economies of western Balkan countries still far lag behind the rest of Europe.
Regional average income levels are as low as only thirty per cent of the EU-28 aver-
age and, at current growth rates, for example, it will take five decades for the western
Balkans region to reach Germany’s current standard of living. Unless the situation
changes significantly, the idea of convergence with EU countries will be difficult to
reach.

Perhaps no other region in Europe has experienced greater economic shocks than
the western Balkans. At the same time, despite the severe economic impact that the
crisis has had on these countries and on their economies, as well as on the living
standards of their populations, this analysis clearly confirms the pro-European orien-
tation of western Balkan countries.

The aim of this article is to provide a detailed overview of research on the regu-
lated/unregulated system of wages, wage setting mechanisms and institutional fac-
tors which determine wage differences in the western Balkans (in terms not least of
the structure of net/gross wages, but also taxes, social insurance contributions, etc.)
and to compare the magnitude of such differences between the countries. Additional-
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ly, we have analysed models of wage setting, government legislative decisions and
the power of collective bargaining.

Theoretically, in a situation in which collective bargaining is the dominant wage-
setting model, wages should be higher as workers have higher bargaining power; but,
when government has greater monopsonistic power, its bargaining position is better
and it can set wages at a lower level. This is the case with the countries observed
here. Furthermore, in economic transition, countries’ budgets are tightly controlled
due to significant fiscal and inflationary pressures, in which circumstances the im-
pact of trade unions on wages is relatively low. In this context, some governments
across the region were led to impose fiscal consolidation measures in 2014, which
resulted in a significant drop of wages in 2015.

A common feature of the entire western Balkans is people’s capacity to put up
with a lot of things over a long period of time. The limits of endurance are frequently
breached only when one can no longer pay the bills. Often, people do not receive
their salaries, or receive them only with delay. The problem of unpaid wages is, ac-
cording to our research, particularly common in certain industry sectors, as well as in
construction and in services.

The biggest failures of the transition process in western Balkan countries has
been the undermining of the market economy by the informal economy and widen-
ing social disparities. Poverty and inequality also trigger other challenges such as mi-
gration towards EU countries and social dissatisfaction. In particular, the number of
emigrants has dramatically increased over the past years.

At the same time, these circumstances mean that regional economic integration is
imperative — increasing regional trade and investment cooperation would help the in-
dividual countries collectively to achieve more on the international stage and bring a
multitude of positive effects for each one.

Demographic data

The population of the five countries encompassed by our study — Albania, Bosnia
and Herzegovina (BiH), Montenegro, North Macedonia and Serbia — was estimated
as at 1 January 2018 at about 3.14 per cent of the EU-28 population. In spite of these
population numbers, the region has, given its strategic location, been able to play an
integral role in the business and commercial development of Europe over centuries.

Table 1 — Population of western Balkans countries

Albania Bosnia and Montenegro North Serbia
Herzegovina Macedonia
2008 2,958,266 3,843,846 615,543 2,045,177 7,365,507
2010 2,918,674 3,844,046 619,001 2,052,722 7,306,677
2012 2,903,008 3,839,265 620,308 2,059,794 7,216,649
2014 2,892,394 3,830,911 621,521 2,065,769 7,146,759
2016 2,875,592 3,515,982 622,218 2,071,278 7,076,372
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Albania Bosnia and Montenegro North Serbia
Herzegovina Macedonia
2017 2,876,591 3,509,728 622,387 2,073,702 7,040,272
2018 2,870,324 3,502,550 622,359 2,075,301 7,001,444
2019 2,862,427 n.a. 622,182 2,077,132 6,963,764

The impact of demographic ageing is likely to be of major significance in the
coming decades. Consistently low birth rates and higher life expectancy are probably
among the most important developments leading, in turn, to a transition towards a
much older population structure. Additionally, the proportion of people of working
age is shrinking while the relative number of those who are retired is expanding. The
share of older people in the total population will increase significantly in the coming
decades as an increasing proportion of the post-war baby-boom generation reaches
retirement. This will lead to an increased burden on those who are of working age in
terms of providing for the social expenditure which will required by an ageing popu-
lation across a range of related services.

Figure 1 — Population of western Balkans countries
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Influence of economic policy on wages

Our continuing research into these topics covers many interesting questions about
wages and salaries, including among them:
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what is the structure of the average wage calculated in euros (net/gross wage,
taxes, social contributions)?

how big is the fiscal burden — i.e. taxes and social contributions — on wages?
what is the level of increases to wages?

what is the level of compensation in cases of temporary incapacity for work?

are real needs at work calculated and how much are they covered by the employ-
er (a meal allowance (or hot meal) and annual leave allowance)?

what are the most frequent problems related to the payment of wages?

how are wages indexed (to cover rises in the cost of living)? etc.
In the following section, we provide a country-by-country review of the current
position and recent developments. At the outset, it is interesting to observe that, in
Albania, BiH, North Macedonia and Serbia, economic policy measures and the intro-
duction of austerity measures have clearly influenced a decrease in wages and
salaries. Meanwhile, in Albania, BiH and Serbia, arrangements with the IMF have
placed additional pressure on economic policy.

Albania

Austerity policies in Albania, within the framework of an agreement between the
Government of Albania and the IMF, is an example of the huge burden such policies
put on employees and groups in need.

The foundation of the agreement was a €330m loan granted by the IMF under a
programme extending from 2014 to 2017. This loan obliged the Albanian govern-
ment to impose a series of austerity measures comprising a fiscal package consisting
substantially of raised taxes. However, instead of reaching fiscal discipline, the gov-
ernment paved the way — and provided the basis for — an increase in tax evasion, in-
formality and corruption.

Under such circumstances, the economy experienced a period of low perfor-
mance. In 2013, GDP increased by 1.1 per cent and, in 2014, it increased by 1.7%.
Data from INSTAT (the Albanian Institute of Statistics) show that, in recent years,
the business climate has deteriorated, risk in the banking system has increased, pub-
lic debt has grown by 70 per cent and the rate of employment has decreased.

In Albania during 2013, the average wage in state institutions increased from
21,325 ALL to 52,000 ALL.! However, there was no wage increase at all between
2013 and 2017. Furthermore, Law No. 10405, dated 24 March 2011, On the Compe-
tences of Defining Wages and Remunerations restricts the increase of wages.

The IMF board, on 19 March 2014, recommended a second fiscal package con-
taining ten types of mainly new taxes, thus providing a general fiscal framework
consisting of 21 types of austerity tax. This led to adverse consequences and also had
a direct impact in decreasing the living standards of many Albanian families as well
as delivering a poor climate for businesses. These measures affected the following
key areas:

1 €1=123.5 ALL (Albanian lek).
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a) freeze of wages and pensions for a period of three years
b) increase in the price of electricity and water supply

¢) increase in the retirement age

d) increase in the tax base and the imposition of new taxes.

In the system for public sector employees in Albania, wages are set by the Min-
istry of Finance for classified groups. The wages of employees in private enterprises
are determined by way of negotiation in collective agreements.

Sectors with the highest average wages include the finance sector, the mining in-
dustry and the scientific and economic sector. The category of employees with the
highest wages are directors and managers. Medium-level wages are provided by the
construction and trade sectors. The lowest average wages are found in the sales sec-
tor and numerous services; among farm workers and agricultural producers; those
employed in the food, wood and textile processing sectors and the like; and in the
handcrafted products sector. Based on trade union experience, the influence of wages
on poverty is most pronounced for workers aged fifty.

As a rule, employees are paid every month but, in the construction sector, there
are certain cases of delays of up to three months.

For the most part, Albanian trade unions can have an impact on wage increases
by means of negotiation; however, in rare cases, they can organise strikes.

North Macedonia

A law that restricts the increase of wages does not exist in North Macedonia.
Wages increase under government order, rising five per cent each September, but
prices are of course rising in the meantime.

Macedonia’s consumer basket in September 2018 was 32,263 MKD? for a four-
member family. The average salary in North Macedonia that same month amounted
to 24,355 MKD and thus it can be concluded that the average salary does not satisfy
all the needs of an average four-person family.

Sectorally-speaking, the highest salaries are held by employees in computer pro-
gramming (60,656 MKD), air transport (52,058 MKD) and pharmaceutical products
(43,368 MKD). Directors of institutions, managers in communications and the bank-
ing sector, and professionals in higher education and scientists have the highest
wages. In contrast, the lowest average wages are provided in fisheries and aquacul-
ture, leather and related products and clothing production.

The most frequent problems related to the payment of wages are the untimely
payment of salaries due to company insolvency and bankruptcy, the mismanagement
of funds, the lack of trade unions and judicial inefficiency in labour relations cases,
amid many others.

There is an additional problem in that, according to the law on temporary em-
ployment agencies, those employed in this way should have the same conditions as
other employees in the company. But, in practice, it is shown that they do not have
the same rights as regular employees, including when it comes to salary for the job.

2 €1 euro = 61.5 MKD (Macedonian denar).
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The number of members of a family who are of working age and in employment
is the most important indicator of the level of household poverty. Furthermore, hav-
ing employment throughout a working life affects the extent of poverty following re-
tirement. The poverty ratio among people in North Macedonia in 2017 was 22.2 per
cent, while the poverty ratio among employees was 9.0 per cent.

Trade unions do have an influence on wage rises in North Macedonia, firstly
through their participation in the Economic and Social Council where they, as one of
the social partners, give their opinions on the laws that are of importance to the eco-
nomic and social position of workers. Influence is also had via the negotiation of the
general collective agreement and through the establishment of collective agreements
at branch level, which lately have been increasing in number. Thirdly, trade union in-
fluence is felt through ongoing activities aimed at improving the status of the em-
ployee.

Serbia

After the successful completion of fiscal consolidation (from a fiscal deficit
which had amounted to €2.2bn (6.6 per cent of GDP) in 2014 to a surplus in 2017
and 2018, and a reduction of the share of public debt in GDP from over 70 per cent
to below 60 per cent), fiscal policy in 2019 and in the following years in Serbia must,
according to the Fiscal Council, respond to two remaining significant, and related,
challenges:

a) structural disharmony in public finances, and
b) low economic growth.

Despite fiscal consolidation, the Council’s view is that Serbia’s public finances
still have major structural weaknesses: public companies are not reformed; the bud-
gets of local self-government units are not harmonised; the tax administration is inef-
ficient; the education and health care systems are unreformed; etc. From a worker’s
point of view, the problem is that the pensions system is not reformed and neither is
the general system of wages and employment across the state.

As for incentives for economic growth, the Council believes that the two most
efficient fiscal measures are: a reduction in the fiscal burden on wages; and an in-
crease in public investment.

The implementation of fiscal consolidation measures resulted, among other
things, in a reduction in wages in the public sector by ten per cent between Novem-
ber 2014 and today (a law that is still in force).?

Low wages in Serbia are one of the ways used to attract foreign investment (for-
eign investors are granted subsidies amounting to, on average, €10,000 for any new
job created; these are investments which, on the whole, employ a lower-skilled
labour force and do not encompass the transfer of modern technology).

3 The Law on the temporary determination of bases for the calculation and payment of wages
and/or wages and other permanent income of public budget beneficiaries was adopted in Oc-
tober 2014.
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The average net salary in Serbia in 2008 was €402 and in 2018 it was €420 euros.
In comparison, the average consumer basket for 2018 totalled €600 so it was neces-
sary to have 1.43 average wages to cover average consumer needs.

The highest wages in August 2018 were accounted for in air traffic — 133,879
RSD,* which is three times the level of the average wage across Serbia. The average
wage in mining services was 111,951 dinars, while those working in computer pro-
gramming and consultancy earned 111,215 dinars. The highest wages are made by
those in managerial positions both in private companies and public ones. The lowest
wage represented 22.2 per cent of the highest wage in August 2018. Employees in
the preparation and serving of food and drinks had a net wage of only 29,697 dinars
in August 2018; those working in other personal services earned 30,480 dinars; while
wood processing and wood products employees received a wage of 31,524 dinars.

The most frequent problems related to the payment of salaries and wages, in the
opinion of the trade unions, continue to be as follows (Kosanovi¢ et al. 2017):

B |ow salaries

B the non-payment of salaries, or their irregular payment

B the payment of part of the salary into a current account and the rest in cash as a
means of avoiding tax and social contributions; this damages both the state and
the employee upon retirement

B the low percentage with which salaries are able to cover the average consumer
basket

B insufficient financial controls leading to problems with the payment of salaries

B non-implementation of the prescribed sanctions in connection with the inade-
quate calculation and (non-)payment of salaries

B the reduction of employees’ acquired rights — the non-payment of premia for
overtime, shift working and labour in previous workplaces

B disrespect for the provisions of collective agreements (primarily in the public
sector) concerning the salary level and method of calculation

B the limitation of the salary level in the public sector by the Law on the Budget
and the Law on the Budgetary System

B several levels of skills being encompassed within a single area (with employers
intending to pay at the lowest envisaged skill level)

B differences in the income level between employees in the public sector (IT sec-
tor, financial services, oil processing, etc.) on the one hand and employees simi-
larly engaged elsewhere

B major differences in the average salary in the Republic of Serbia compared to
EU member states (especially west European countries)

B the low salaries of employees as a factor in attracting sources of foreign invest-
ment

B salaries being insufficient to cover even the basic costs of living (so employees
remain poor and unable to exit from a state of social jeopardy).

4 €1 =118.27 RSD (Serbian dinar).
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Serbia still does not have a Law on temporary employment through temporary
work agencies, so the difference in wages between those working through an agency
and full-time employees of the same employer can be as big as fifty per cent.

Half a million citizens of Serbia — i.e. around 7.2 per cent of the population —
earned less than 12,045 dinars (around €100) a month in 2017 — which leaves them
on the edge of absolute poverty. Furthermore, social support is granted to
around 268,000 residents of Serbia while, through a programme of public kitchens,
food is prepared for 35,300 beneficiaries in 77 places in Serbia.

Trade unions in Serbia are able to have an influence on the growth of the mini-
mum wage at national level through the national collective bargaining process in
which they are engaged with representatives of the association of employers and
those of the state. This could indirectly influence the growth of other wages, al-
though there is no direct link between these and the minimum wage.

At company level, trade unions may influence wage growth again through collec-
tive bargaining and the execution of collective agreements. Collective agreements in
Serbia, in line with the law, define the elements of the calculation and payment of the
basic wage and any performance-based premia, including the right to increased
wages and other emoluments. Individual labour contracts allow an employer to de-
fine a basic wage which is higher than that generally-determined.

Montenegro

The economic policy of Montenegro does not suppress the market but rather
maintains and develops the autonomy of companies through a series of measures and
instruments (IT structure, motivation and influence on companies and on the system
of social values).

In 2008, the average net> wage in Montenegro was €416 while this had risen by
August 2018 to €511. The minimum consumer basket in the same month was €639,
meaning that 1.25 average wages were required to cover minimum consumer needs.

The highest salaries are held by employees in the financial sector of €917 (al-
though this average is boosted by the enormously high wages of top management).
Workers in the energy sector see an average of €818; while property professionals
and IT workers receive an average €618. The highest wages are earned by senior
management employees both in private companies and public ones. In contrast, the
lowest average wages are in public administration (€336); wholesale and retail trade
(€350); and hospitality (€388).6

The most frequent problems related to the payment of wages are:

B failure to pay full social contributions in line with the Law
B the payment of one part of wages in hand and the other via a bank account, thus
avoiding tax obligations

All the figures quoted here and in the next paragraph are net.

6 All the figures quoted in this paragraph represent official data as they are drawn from MON-
STAT (Statistical Office of Montenegro), although they are means and thus inflated by the
largest wages.
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B the irregular payment of wages
B failure to pay for overtime, shift work and work during holidays.

Employees working in temporary employment agencies have lower wages and
they cannot organise in trade unions; frequently, they work overtime and are com-
pletely deprived of rights.

The absolute poverty line for Montenegro in 2013 amounted to €186, with a
poverty rate of 8.6%. MONSTAT has not published any more recent data, however.

There is a limitation on wages in the public sector, adopted in parliament follow-
ing the proposal of the government and the competent ministry. The government, un-
der its fiscal strategy for 2017-2020, opted for austerity measures to reduce the pub-
lic debt in which, among other things, the income of public officers was reduced by
six per cent. There are no limitations on wages outside the public sector.

Trade unions are able to influence the increase of wages in Montenegro where
the government is the employer and where collective agreements are signed. In such
cases, the general situation is better. Based on a general collective agreement, there is
a formula according to which one part of the calculation of the wage coefficient is
agreed with the trade unions.

Outside the public sector, particularly in multinational companies, the majority of
workers do not benefit from collective agreements and, in such cases, wages are sub-
ject to contract.

Bosnia and Herzegovina

The average wage in BiH in the last ten years has increased by only thirteen per
cent, representing a moderate growth from one year to the next of just 1.3 per cent on
average. There is no law restricting the increase of wages in BiH.

There are no official records in BiH for the average consumer basket. However, if
we consider a projected figure, amounting to approximately €1,050, then this would
be covered between 42 and 45 per cent by the average wage.

The highest wages are earned in the following sectors: information and commu-
nications; financial activities; and electrical power supply. The highest wages in BiH
are received by executive directors, sales managers, managers in financial institu-
tions and the directors of BiH public companies. The lowest wages are earned in the
processing industry (textiles, leather, metal); the timber industry; and the trade and
services sector. Extremely low minimum wages, extending also to the average wage,
in relation to the average consumer basket means that poverty continues at a high
level.

The most frequent problems related to the payment of wages are caused by the
weak solvency of companies, particularly in current terms, as well as irresponsible
actions by management and capital owners, a lack of reaction by the authorities in
response, and the lack of legislation or its poor implementation.

BiH is a case in which the value of wages is regulated by collective agreements,
and to a fairly substantial extent. If an agreement is not reached at sector level, the
general collective agreement applies and this guarantees the minimum wage. Trade
unions in BiH certainly try and, in certain sectors, are successful in influencing wage
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increases. The basic instrument of trade unions, in addition to collective bargaining,
is the threat of strikes and protests.

The influence of particular interest groups on the reduction of wages

In Albania, stakeholders — namely foreign investors — and business directors gen-
erally have an impact on wages not being increased such as was the case, for exam-
ple, with apparel companies with 80,000 employees in the country.

Several interest groups also influence wages in Serbia. In January 2017, the gov-
ernment also adopted the Decision on the establishment of a working group for the
implementation of recommendations from the ‘White Book’ of the Council of Foreign
Investors. The working group comprises, among others, the Prime Minister and six
ministers: the Minister for Labour, Employment, Veteran and Social Affairs; the Mi-
nister of Finance; the Minister of the Economy; the Minister of State Administration
and Local Self-Government; the Minister of Agriculture; and the Minister of Trade,
Tourism and Telecommunications.

The Council of Foreign Investors, in its “White Book’, made some recommenda-
tions which have, among other things, resulted in wage reductions.

There are also certain groups actively influencing the decrease of wages in Mon-
tenegro in the sense that some investors do not want to sign a collective agreement
or, where there is a collective agreement in place, they do not respect it in full. Multi-
national companies do not pay overtime at all and the labour inspectorates are weak.

The influence of investor groups in wage cuts in BiH is realised both formally
and informally. This is achieved through mounting various pressures on governing
structures, threatening to move production to other countries, etc.

Relationship between wages and productivity

The productivity of labour is not a parameter much used in analysis anywhere
across the region. In Albania, there is even no publicly-available information on this
point.

The only official study which could be found in this area is in BiH, produced by
the Federal Development Planning Institution (2016) for the period 2011-2015. In
this analysis, they represented labour productivity as the ratio between GDP and the
total number of employees. Labour productivity in BiH is at a rather low level — just
thirty per cent of the European average (Republika Srpska at 28.56 per cent; and the
Federation of BiH at 31.36 per cent). The problem is even more pronounced if we
look only at manufacturing industry, where labour productivity is six to seven times
lower than the EU average. Low labour productivity limits opportunities for wage in-
creases to be sustainable, both in the public sector and elsewhere in the economy. For
these reasons, economic policy measures need to stimulate significant investment in
human capital, technology and infrastructure.

In North Macedonia, the lagging of productivity has led to a stagnation of wages
and a lack of quality employment opportunities. The more productive companies
usually pay better wages than the less productive ones, while salaries there often
grow faster. Meanwhile, the incomplete structural transformation of the country clos-
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es off a large part of employees in sectors with relatively low productivity, especially
in agriculture and textiles.

Furthermore, poor results of investment in education, a high rate of migration and
long periods of economic inactivity also contribute to a low marginal productivity of
labour that hampers wage growth. The economy continues to grow, but not fast
enough to begin to realise targets such as reducing unemployment, increasing pro-
ductivity and wages, and improving the chances of workers in the middle. In order to
achieve productivity growth, it is necessary for the country to invest more in human
and physical capital and to create an enabling environment for the private sector. To
become more competitive and dynamic, the country will need modern technologies
and a workforce with a higher level of skills.

In Montenegro, high wages do not depend on productivity in general but more on
the objectives of the employer. This is because the price of labour is permanently de-
clining as a result of the large size of that part of the labour force which is prepared
to work for lower salaries, a situation which employers frequently abuse.

In Serbia, there is no firm relationship between wage growth and productivity,
due to the wage system being unregulated. The lack of this relationship is particu-
larly obvious in the determination of the minimum wage.

Structure of the calculation of the wages and allowances

The structure of the calculation of wages and salaries varies by country across the
region, as does the burden on the average wage of taxes and social contributions. All
the countries under observation deploy calculations based both on gross and on net
wages and salaries.

In this section, we outline the structure of the calculation of wages, taking a
country-by-country approach, in the way that our union experts saw them.

Serbia

Employees in the Republic of Serbia pay income tax at 10 per cent; a contribu-
tion for pensions and disability insurance of 14 per cent; a contribution towards
health insurance of 5.15 per cent; and a contribution for insurance in the case of un-
employment of 0.75 per cent.

Meanwhile, the employer pays a contribution for pensions and disability insu-
rance of 12 per cent while the contributions for health insurance and in the case of
unemployment have been, until recently, the same as those paid by employees. Em-
ployers’ contributions for health insurance remain at 5.15 per cent, but employers’
unemployment insurance contributions were abolished on 1 January 2019 as govern-
ment compensation to employers in view of the raising of the minimum wage from
€1.21/hour to €1.32/hour.

The structure of the calculation of the wage is presented in Table 2, using as our
example someone on the average wage in 2017 (i.e. before the 2019 abolition of em-
ployers’ unemployment insurance contributions).
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Table 2 — Burden on the average wage of taxes and social contributions in the
Republic of Serbia (average; January-December 2017)

Calculation of wage Dinars Euro
(€1=121.34
dinars
1. | Net wage — before contributions and tax 47,893.00 395
2. | Gross 1 wage (equivalent to 1+4+5) 66,639.09 549
3. | Basis for calculation of income tax 54,849.09 452
(66,639 less income tax threshold of 11,790)
4. | Income tax @ 10% 5,484.91 45
5. Social contributions, as follows: 9,329.48 77
Gross wage multiplied by employee contribution rate, 3,431.91 28
Le: 499.79 4
a) pensions and disability — 14% 13,261.18 109

b) healthcare — 5.15%
¢) unemployment — 0.75%
Total social contributions paid by employee:

6. | Social contributions paid by employer: 11,928.39 99
12% + 5.15% + 0.75%

7. | Total of taxes and contributions (i.e. 4+5+6) 30,674.48 253

8. | Gross 2 wage (expressed as 1+7 or, otherwise, 2+6) 78,567.48 648

9. | Total burden per 100 dinars of net wage (i.e. 7 as a 64.05%

percentage of 1)

10. | Tax wedge (i.e. 7 as a percentage of 8) 39.04%

NB ‘gross 1 wage’ = net wage plus income tax and employees’ social insurance contributions
‘gross 2 wage’ = ‘gross 1 wage’ plus employers’ social contributions

One of the most relevant indicators of the fiscal burden on labour and/or wages
of taxes and social contributions is the scale of the tax ‘wedge’. The tax wedge is the
percentage of the sum of income tax and all mandatory social insurance contribu-
tions within total labour costs (both employee and employer), i.e. labour costs equal
the ‘gross 2 wage’. The tax wedge, calculated on the basis of the average wage in the
Republic of Serbia was, in 2015 — 38.97 per cent; in 2016 — 39.0 per cent; and in
2017 —39.04 per cent.

Alternatively, the burden of taxes and mandatory social insurance contributions
(both employee and employer) on the average wage may be calculated:

1. asapercentage of the net wage (in 2017 — 64.04 per cent)
2. as a percentage of the ‘gross 1 wage’ (in 2017 — 46.03 per cent)

An employee remains entitled, in line with the general laws (i.e. the Labour Code
and any applicable collective agreements) and the contract of employment, to com-
pensation for work-related items as follows:
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1. commuting to and from work, to the value of a public transport ticket, if the em-
ployer fails to provide transport

2. during business trips within the country

3. during business trips out of the country

4. accommodation and meals during fieldwork, if the employer fails to provide the
accommodation and food free of charge

5. for meals during work, if the employer fails to support this otherwise

6. in respect of the annual leave allowance.

It is worth noting that meal allowances during work and the annual leave al-
lowance, being part of employees’ income, are paid in amounts which are lower than
the basis for tax and social contributions. Consequently, their amount is much less
than the real need.

The system of wages in the state sector in Serbia is unregulated, unfair and non-
transparent. Wages are determined without any objective criteria (such as, for exam-
ple, the rate of GDP growth), based on dozens of different bases and hundreds of co-
efficients. Wages are, all in all, formulated on 22 different bases, with more than 500
coefficients and the availability of over 200 allowances on top of the basic wage.
Meanwhile, wages in state sectors are also determined by long lists of sectoral laws
as well as government decrees and conclusions. This all results in different wages for
the same job; and the same wage for different jobs.

All employees working within the state sector should be included in a single sys-
temic law on wages, which would permanently regulate the mutual relationships be-
tween wages and achieve the goal that all employees within state administration are
subject to the same objective criteria applicable to the determination of their wages.

The principle should be that the same (generic) jobs in state administration
should be paid equally. For those jobs which have a requirement for a job descrip-
tion, and the same skills and qualifications, levels of experience and other features,
there is no reason to see differences in wages, regardless of the institution or state
administrative body for which the employee works.

This is, however, not the case in this system given the enormous derogations
from the principle of equality. Thus, for example, the wage of a lawyer depends
significantly on the sector of the state administration in which s/he works even
though, in the majority of cases, these are the same jobs. The lowest and highest
wage for a lawyer may differ by as much as seventy per cent. The other obvious ex-
ample is the case of administrative staff in the Ministry of the Interior, who have spe-
cial emoluments on top of their wage (which should apply only to sworn officers)
and which do not exist for comparable jobs in other state administration sectors.

Other individual state sectors enjoy special privileges in terms of their wages (po-
lice service), while wages in other sectors are objectively low (education and health).
The average wage in the health sector in 2018 is more than thirty per cent lower than
the average wage of employees in the Ministry of the Interior. In terms of education,
Serbia is one of the rare countries in Europe in which wages in primary and sec-
ondary schools lag behind the average wage.
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Meanwhile, the average wage in the Ministry of the Interior is not only bigger
than in other sectors of the state administration; it is much higher than the relative
level of wages in this sector in other countries in central and eastern Europe.

Following the adoption of the umbrella Systemic law on wages in the state ad-
ministration sector in Serbia in early 2016, new sectoral regulations on wages were
proposed in 2017 and 2018. Therefore, known ways do exist to determine the wage,
per number of employees, in some of the smaller sectors, i.e. in public agencies and
local self-government. Other solutions for other important and substantial sectors are
nearly complete: education; health; cultural institutions and those in social protec-
tion; and special organisations (the Republic Health Insurance Fund, the Pensions
and Disability Fund, the National Employment Service, and others); as well as for
so-called generic job posts (jobs of the same type in different parts of the state ad-
ministration — record takers, lawyers, couriers, interpreters, accountants, etc.). In this
way, an understanding of the method of the calculation and the level of the wage for
nearly 390,000 employees (85 per cent of the total number employees within state
administration) would be achieved.

However, the government has recently planned to postpone the reform of the sys-
tem of wages until 2020.

Bosnia and Herzegovina

As for the Federation of BiH, in the case of a net wage of €1,000, the total contri-
bution for pensions and disability insurance would €359.26 (35.92 per cent); the con-
tribution for health insurance would be €257.73 (25.77 per cent); and the total contri-
bution for unemployment would be €31.24 (3.12 per cent). Income tax is also as-
sessed, and this would amount to €77.78 (7.77 per cent) — income tax is calculated at
10 per cent and then reduced by the personal deduction factor. Total taxes and social
contributions in FBiH are, therefore, around 72.6 per cent.

Workplace meal allowance (for a hot meal) amounts to 1 per cent/day of the aver-
age wage in the Federation of BiH and totals around €4.50. This is not taxable; and
neither is annual leave allowance, which works out at fifty per cent of the average
wage in the Federation, i.e. around €225.

Some sectoral collective agreements include the obligation to index wages
against the rate of inflation. Even in these cases, trade unions have difficulties in
achieving this and, in low accumulation sectors, there is neither indexation nor even
the mechanisms for automatic indexation.

Inspectorates have a strong influence on the calculation and payment of wages;
indeed, they are the only instrument available for supervising that the employer has
acted correctly.

The salary system in BiH is quite poor having been, for the most part, taken over
from the earlier system. Also, it should be acknowledged that there is a difference
between the entities — the Federation of BiH and Republika Srpska — in terms of so-
cial contributions, billing and taxes on individual allowances.
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Albania

In Albania, wage structure calculations (gross/net wages, tax and social contribu-
tions) is carried out by the Ministry of Finance within the Taxation Directorate, and
the trade union does not have any direct information.

In line with the provisions of the Labour Code, deductions from employees’
wages must include only income tax and the relevant social and health contributions.

North Macedonia

In North Macedonia, the calculation of the salary for a worker who has worked
his or her full number of hours in a month is as follows:

1. gross salary less social contributions /ess personal exemption = base income for
personal income tax calculation (PDD)

2. basis for income tax calculation = PDD x 10 per cent

3. gross salary less social contributions /ess PDD = net salary

Social deductions include, on top of income tax at 10 per cent: health insurance
contribution of 7.3 per cent; pension contribution of 18 per cent; contribution for un-
employment of 1.2 per cent; and contribution for occupational illness and diseases of
0.5 per cent.

The employer may provide transport to and from the workplace as well as a meal
during working hours. The cost of the food can be up to twenty per cent of the aver-
age net salary paid per worker in the previous year; while the allowable cost of trans-
portation is the amount of the real cost for the journey on public transport.

Legally, the right to indexation is covered but there are many cases in which it is
not respected in practice.

Annual leave is paid once per year to an amount of at least forty per cent of the
base wage where the employee has worked for the same employer for at least six
months in a calendar year. The level of the payment is determined according to the
base wage applicable on the date of the payment decision. Sectoral collective agree-
ments determine the precise amount of recompense both for annual leave and the
New Year allowance. However, paid annual leave is a legal right only up to the point
that the employer is able to pay it. Therefore, the trade unions in North Macedonia
are still struggling to amend the legal framework (i.e. the general collective agree-
ment) so as to include a provision making paid annual leave mandatory.

The Labour Inspectorate is a specialist body within the Ministry of Labour and
Social Policy with competency over labour matters. If a certain employment right is
violated, the employee has the right to address the breach to a labour inspector; how-
ever, the most recent period has proved that inspectors do not carry out their activi-
ties accordingly, typically declaring that they do not have jurisdiction for the com-
plaint, contrary to the reason for which the Inspectorate exists.

The general situation on wages is reflective of the position that salaries are sim-
ply too low and do not meet the costs of a worker’s basic standard of living. In order
to achieve some balance with the cost of living, salaries need to be doubled.
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Montenegro

The structure of the calculation of wages and salaries — based on the average
wage — in Montenegro is as follows:

Net wage = €512 (before social contributions and tax)

Total contribution paid by an employee:

£68.80 (9 per cent) = income tax

€183.60 (24 per cent) = pensions and disability fund (15 per cent); health insu-
rance (8.5 per cent); contribution in case of unemployment (0.5 per cent).

This implies a ‘gross 1 wage’ of €765.

In terms of the contributions which are paid by an employer, these mount up as
follows: €94 = pensions and disability insurance (5.5 per cent); health insurance (4.3
per cent); unemployment insurance (0.5 per cent); chamber of commerce affiliation
(0.27 per cent); workers’ recreation fund (0.2 per cent); surcharge to tax (in three
bands: 0 per cent; 13 per cent; and 15 per cent); and labour fund for unemployment
(0.2 per cent).

This implies a ‘gross 2 wage’ of €859.

The workplace meal allowance is calculated in line with the regulations and con-
stitutes an integral part of the basic wage. Employees receive, on a monthly basis,
€18. Annual leave allowance, in line with the law, amounts to €24 and therefore, to-
gether with the meal allowance, comes to €42 net.

The general trend is that employers in Montenegro do no more than pay the legal
minimum wage. Where they make profits or increase productivity, they still continue
to pay the minimum wage. That is not justified. The problem is that the laws are not
fully enforced — they are set out in terms of ‘the circumstances under which the mini-
mum wage is paid’ — and labour inspectors do not have the capacity to provide over-
sight on all employers.

Furthermore, the government needs to be more aware of the position of the most
vulnerable categories of employees on the lowest wages. It should, every six months
— which is actually the legal obligation — provide the resources for an indexation of
the absolute poverty line. Instead, this has not changed since 2013, when it amounted
to €186.

Salary premia, overtime, etc.

The Albanian Labour Code sets down detailed provisions prescribing working
hours and forms of compensation for hours worked outside the norm.

Night work is compensated with a premium of not lower than twenty per cent for
every working hour worked between 19:00 and 22:00; while the premium for hours
worked between 22:00 and 06:00 is not lower than fifty per cent.

Work conducted outside normal working days is compensated with an addition to
the wage of not less than 25% (or with equivalent leave), while regarding days off or
official holidays, the compensation can reach fifty per cent where the employee has
also exceeded the maximum working hours. As a rule, long hours can be compensat-
ed with time off.
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In BiH, the situation is as follows:

work during holidays: 25-50 per cent premium on the worked hours

work at night: 30-35 per cent on the worked hours

shift work: here, there is an accumulation of emoluments

overtime: 25-50 per cent on the worked hours

work during the weekend: 30-35 per cent on the worked hours

prior experience: a premium of 0.5-0.6 per cent is added annually

a number of other emoluments may also be payable.
In North Macedonia, the salary for time spent at work outside the norm is in-
creased as follows:

work on holidays: 50 per cent

night work: 35 per cent

shift work: 5 per cent

overtime: 35 per cent

work during days of normal weekly break: 35 per cent

prior experience: a premium of 0.5 per cent.
In Montenegro, the salary for time spent working outside the norm is increased in
line with the following premia (NB there is no premia for shift working envisaged
under the national legislation):

work during holidays: 150 per cent

work at night: 40 per cent

overtime: 40 per cent

work during a weekend is counted as overtime; although a collective agreement
could prescribe a percentage

prior experience: up to ten years = 0.5 per cent per year of service; ten to twenty
years = 0.75 per cent; and over twenty years = 1 per cent.
In Serbia, non-standard working hours entitles the employee to an increased
wage in an amount determined by the general laws and the contract of employment,
as follows:

B on holidays and non-working days: at least 110 per cent of the basic wage

B for night work, if such work is not accounted for within the basic wage: at least

26 per cent of the basic wage
B overtime: at least 26 per cent of the basic wage
B prior experience: for each year spent with the employer: at least 0.4 per cent of
the basic wage.

If several of these grounds are met, the percentage of the increase to the wage
cannot be smaller than the sum of the percentages set down for each of the grounds
for the increase.

The general laws and the labour contract may define other cases in which an em-
ployee is entitled to a premium on the hourly wage, such as for shift work.

The basis for the calculation of wage premia is the basic wage, determined in line
with the Labour Code, any applicable collective agreement and the contract of em-
ployment.

2/2019 SEER Journal for Labour and Social Affairs in Eastern Europe 205

216.73.216.36, am 18.01.2026, 07:13:42. @ geschiltzter Inhalt.
Inhalts ir it, fiir oder ir ),

Erlaubnis ist j


https://doi.org/10.5771/1435-2869-2019-2-189

Bruno S. Sergi, Enisa Salimovié¢, Sanja Paunovi¢ and Rajko Kosanovi¢

Compensation for absence from work due to incapacity, sick leave, etc.

In cases of temporary incapacity for work, an employee in Albania receives from
their employer a payment of no less than eighty per cent of their earnings for a peri-
od of fourteen days.

In BiH, salary compensation where there is a temporary work disability amounts
also to a minimum of eighty per cent of the wage and, depending on the sector, this
could rise to 100 per cent.

The right to salary compensation paid by the state fund is realised in North Mace-
donia based on a request for a temporary work-related disability payment due to
sickness and injury, or due to pregnancy and birth. For absences due to illness for
fifteen days, 70 per cent of the salary is paid; for those of up to thirty days the pay-
ment is 90 per cent; and, for those lasting over thirty days, 100 per cent is paid. Full
compensation is also paid in cases of injury at work and for absences due to pregnan-
cy and birth.

Salary compensation in cases of temporary work disability amounts to 70 per
cent in Montenegro, unless otherwise provided in a collective agreement.

In Serbia, employees are entitled to compensation during periods of a temporary
inability to work of up to thirty days as follows:

1. at least 65 per cent of the average wage earned in the previous twelve months
prior to the month when the temporary disability occurred, with the proviso that
this cannot be lower than the minimum wage determined in line with the law,
where the disability is caused by illness or injury taking place outside work (un-
less otherwise provided for in the law)

2. 100 per cent of the average wage earned in the previous twelve months prior to
the month when the temporary disability occurred, again on the basis that this
can be no lower than the minimum wage determined in line with the law, where
the disability is caused by an injury at work or an occupational illness (unless
otherwise provided for in the law).

An employee is entitled to compensation of at least sixty per cent of the average
wage for the previous twelve months, again as long as this is higher than the mini-
mum wage, for periods of a break in work and/or a decrease in labour demand for
which the employee is not responsible for a maximum of 45 working days within a
calendar year. Exceptionally, in cases of a break in work and/or a decrease in labour
demand which requires a longer absence, an employer may, after prior approval by
the minister, grant absence to an employee for a period longer than 45 days, along
with the appropriate wage compensation.

An employee is entitled to compensation as determined by the general laws and
the contract of employment during breaks in work which are caused by an order of a
competent state authority or a competent organ of the employer on the grounds of
poor safety and in view of the need to protect life and health at work.

The general laws and the employment contract may define other cases in which
employees are entitled to compensation.
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Minimum wage and the parameters for determining it

Differences between minimum wage levels were small in the countries of south-
eastern Europe observed here, while their growth was extremely weak and negligible
compared to western European countries.

In Albania, the minimum wage is set by the government subject to employee-em-
ployer negotiations. The Labour Code sets down that the wage shall be determined
with a view to the following factors:

a) the need for economic development and a decrease in unemployment, as well as
an increase in production

b) the needs of employees and their families, taking into consideration the general
living standard of employees in the country, the level of assistance received from
social insurance, and the living standards of different social groups.

In North Macedonia, the Law on the minimum wage sets the minimum wage for
the country at 39.6 per cent of the average gross salary in the previous year.

The gross amount of the minimum wage for the previous year should then be ad-
justed each March in line with the following: one-third of the increase in the average
salary paid in North Macedonia; one-third of the increase in the cost of living index;
and one-third of the real increase in Gross Domestic Product in the previous year,
according to the data of the State Statistical Office.

The minimum wage arises out of an agreement with the social partners and is
subject to comments and remarks at the Economic and Social Council, in which the
trade unions, employers and the government take part. Each change to the minimum
wage must first be considered at a session of the ESC.

In Montenegro, the parameters for the determination of the minimum wage are:
living costs; movements in average wages in the country; the survival and social
needs of employees and their families; unemployment rates; changes in employment
rates in the labour market; and the general level of economic development in Mon-
tenegro. The government is responsible for determining the level of the minimum
wage, based on a proposal of the Social Council.

In BiH, the minimum wage is determined by collective agreement on the basis of
a minimum net hourly rate multiplied by the number of hours worked monthly. The
actual rate is dependent on the sector in which collective bargaining takes place but,
in principle, this is the unilateral decision of the government.

In Serbia, the parameters for the determination of the minimum wage (i.e. the
amount obtained after multiplying the minimum labour price per hour by the number
of hours worked in the month) are: the survival and social needs of the employee and
his/her family, as expressed through the value of the minimum consumer basket;
changes in the rate of employment in the labour market; the rate of growth in GDP;
changes in consumer prices (inflation); changes in productivity; and changes in the
average wage in Serbia.

The minimum hourly labour price is determined for each calendar year, on a
gross basis (i.e. without taking into account taxes and social contributions), no later
than 15 September of the current year and comes into force as of 1 January the fol-
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lowing year. The minimum labour price per hour cannot be lower than the equivalent
figure determined for the previous year.

The minimum hourly price for labour is determined by a Decision of the Socio-
Economic Council for the Republic of Serbia (a body made up of eighteen represen-
tatives: six apiece from the representative trade unions, the representative employer
associations and the government). If the Socio-Economic Council does not adopt a
decision within fifteen days from the beginning of bargaining, the government must
do so within the following fifteen days. For example, the minimum labour price per
working hour for 2019, amounting to 155.30 dinars (€1.32), was a decision adopted
by the government as the social partners did not reach consensus on the appropriate
value at the Socio-Economic Council.

Table 3 — Growth in minimum wages, 7 2013-2019 (€/month)

Albania Montenegro North Macedonia Serbia
2013 156 288 199 236
2014 157 288 213 233
2015 158 288 227 236
2016 160 288 236 230
2017 181 288 278 253
2018 191 288 282 283
2019 211 331 308

Source: Eurostat, 2 October 2019. https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Mi
nimum_wage_statistics#Proportion_of minimum_wage earners.

Note: Eurostat does not collect comparable statistics for BiH, a potential candidate country for EU
membership.

7  According to Eurostat: ‘Minimum wages are presented as monthly wage rates for gross earn-
ings, that is, before the deduction of income tax and social security contributions payable by
the employee; these deductions vary from country to country. National minimum wages are
published by Eurostat bi-annually.” In this table, minimum wages reflect the situation as of 1
July of each year. In all observed countries, national minimum wages were substantially lower
than €500/month between 2013 and 2019.
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Chart 2 — Growth in minimum wages, 2013-2019 (nominal terms, in Euros)
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Differences between the wages of women and men

Our results point to the presence of an unadjusted gender pay gap, to the disad-
vantage of women, in Albania, Serbia, North Macedonia and Montenegro. The
difference between the average salaries of men and women in each of the countries
observed clearly exists and is very pronounced.

In Albania, the extent of pay discrimination varies across the different sectors of
the economy. The financial and banking sectors, telecommunications, the extraction
and processing industry, power and gas have the largest wage gaps. Women face dis-
crimination even in public administration, where there is a gender gap of 13.6 per
cent.

The gender pay gap in some state and private sectors, as well as in foreign and
domestic enterprises, rises to up to twenty per cent.

In North Macedonia, the difference in wages between women and men is 12.5
per cent. Such statistics mean that women work for free for 33 days each year in or-
der to reach the same salary as men. The wage difference is most pronounced in the
private sector although in the public sector it is much lower. Social and economic
factors, the under-valuation of work done by women, the unequal balance between
work and private life, and the persistence of stereotypes are just some of the reasons
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for the gender difference in earnings. All of these need to be resolved in order to
overcome the gender pay gap.

In Montenegro, women earn 14 per cent less than men for the same labour, ac-
cording to a recent survey from Ipsos. Women are more predominantly employed in
lower-paid jobs; while, furthermore, societal attitudes mean that they are less likely
to be selected for overtime on the grounds of family obligations whereas men have
greater possibilities, as well as the time, to add to their wage in this way.

In Serbia, women earn 16 per cent less than men, on average.

Conclusions

In most western Balkans countries, the economic situation is characterised by
low salaries and low purchasing power, a high unemployment rate, plenty of corrup-
tion, a grey economy which continues to prevail at a high level, a low GDP growth
rate, massive participation of public and foreign debt in GDP, widespread non-pay-
ment of taxes and contributions, low economic competitiveness and a high poverty
rate, amid plenty of other issues.

In the last two decades, western Balkans countries have emerged as open
economies that are making progress in terms of liberalising investment and improv-
ing business conditions. But, despite growth in key manufacturing sectors, wage in-
creases in the export sector are higher than productivity growth, thus blunting the re-
gion’s competitive edge.

Innovative growth strategies are needed to ensure the region can circumvent the
middle-income trap, while structural reforms can help pave the way for more inclu-
sive and sustainable growth in knowledge-based sectors.

The process of privatisation must operate in the interests of improving the pro-
duction and market characteristics of the companies that are involved. In particular,
structural adjustment loads must not be transferred exclusively to employees who
must, alternatively, be looked after via job creation mechanisms or through appropri-
ate social programmes. The conditions for long-term investment to enhance econo-
mic performance and the well-being of citizens should also be improved. Here, an
important driver of reform is the prospect of accession to the European Union (EU),
where western Balkan economies can benefit from the recent experiences of Bulgar-
ia, Croatia and Romania.

Among other things, the data that has been submitted to us in the course of our
project lead us to conclude as follows:

1. In all countries, to a greater or lesser degree, economic policy has a significant
influence on the development of salaries; this occurs frequently because of exist-
ing arrangements with the IMF or because of the need to attract foreign invest-
ment, implement fiscal consolidation measures, or other reasons.

2. For a long time, social dialogue has not been able to influence the labour and
social rights of workers and citizens. Laws are passed in line with the interests of
the world of capital, but to the detriment of workers’ rights. Labour legislation is
becoming rigorous to workers, while social rights generally are becoming in-
creasingly reduced up to the point that individuals, and whole families, find it
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10.

11.

12.

13.

14.

more worthwhile to leave everything behind and go to one of those countries of-
fering ‘a job and a salary’.

The paths of trade union influence on salary growth are negotiations, strikes and
protests. The possibilities to influence salary growth are more substantial where
collective agreements have been signed.

The level of salary tends to be regulated by collective agreements (company col-
lective agreements). Among other things, the collective agreement determines
the elements of the calculation and payment both of the basic salary and work
performance, as well as the right to an increased salary and other forms of in-
come.

There is no strong connection between salary growth and productivity growth. In
most cases, the salary level does not depend on productivity but on the aims and
intentions of the employer.

For the past ten years, realistic salary growth has, in most of the countries under
observation, been meagre.

Regarding laws which limit salary growth, the situation varies: in some coun-
tries, such a law does exist (for example in Serbia and in Albania), although this
is not the case in Bosnia and Herzegovina or in North Macedonia. In Montene-
gro, salary growth has been limited by the measures included in the Fiscal Strat-
egy 2017-2020.

In most countries, the average salary is sufficient to cover the average consumer
basket.

Sectors with the highest salaries are air traffic, mining, the IT sector, the finan-
cial sector and the electricity power supply industry. In contrast, the lowest
salaries are in the textiles industry, the processing industry, hotels and catering,
and timber processing, among others.

The highest salaries are earned by directors and managers (bank managers, sales
managers, managers of financial institutions and others), as well as directors of
public enterprises.

The prevailing level of salary has a substantial influence on poverty in all coun-
tries. The risk of poverty and the social exclusion rate amounted in 2016 in
North Macedonia to 41.1 per cent, in Serbia to 38.5 per cent and in Montenegro
to 27.9 per cent.

Data received in response to our questionnaire show that a considerable number
of people have jobs which do not support the decent life of their families.
Around one-quarter of people work in the informal sector, while one-third are
working in precarious jobs.

The salaries of those who are hired by temporary employment agencies and
those who are full-time employees in a company may differ by as much as fifty
per cent, to the detriment of those employed by agencies.

The most frequent problems related to the payment of salaries are as follows:

— low salaries

— the non-payment of salaries, or their irregular payment
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— the payment of a part of salary in cash and the rest through a current ac-
count, facilitating the avoidance of taxes and contributions even though this
damages both the state and employees upon retirement

— the low percentage with which salary can be compared to the average con-
sumer basket

— the lack of adequate controls over salary calculations and payments

— the non-implementation of prescribed sanctions for the inadequate calcula-
tion and (non-)payment of salaries

— the reduction of employees’ acquired rights — i.e. the non-payment of pre-
mia for overtime work and shift work, and for accumulated experience

— disrespect for the provisions of collective agreements (primarily in the pub-
lic sector) related to the level of the salary and the methods of calculation

— limitations on the level of salary in the public sector by laws on the budget
and on the budgetary system

— distinct levels of skills and qualifications (where the employer intends to
pay only at the lowest) being envisaged within a single workplace

— the existence of significant differences in the incomes of those employed in
the services sector on the one hand (the IT sector, financial services and oil
processing) and those employed in the public sector on the other

— major differences in the average wage level compared to EU countries (es-
pecially west European ones)

— low employee salaries being touted as a factor in attracting foreign invest-
ment

— the salary level being insufficient to cover basic living standards (since em-
ployees remain poor) and to exit from a state of social vulnerability.

15. Institutions which are regarded as having competency in the area do have an in-
fluence on the regularity of salary calculations and payment. However, the most
frequent problem that occurs is an insufficient number of inspectors.

16. In most countries, objective criteria for indexation that are prepared beforehand
and which are aimed at raising the level of wages and salaries, such as the rate of
growth in GDP or the rise in inflation, do not exist.

17. In all countries, different interest groups such as foreign investors, members of
the business community and others have a substantial influence in terms of limit-
ing and reducing salary growth.

18. The basic parameters for determining the minimum wage are: the survival and
the social needs of employees and their family, expressed through the value of
the minimum consumer basket; developments in labour market employment
rates; the GDP growth rate; developments in consumer prices (inflation); devel-
opments in productivity; and developments in average wages.

19. The minimum wage is, mostly, the result of agreement between the social part-
ners and, if such an agreement does not exist, it is governments which make the
decision unilaterally.

20. In almost all countries, there are significant differences between the salaries of
men and women, and they range from 12.5 per cent (in North Macedonia) to
twenty per cent (in Albania).
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21. In all the countries of the south-east European region, there is a considerable fis-
cal burden on salaries.

22. Increases to the basic salary are envisaged right across the region in the presence
of some circumstances, i.e: work during holidays; night work; shift work; over-
time; Sunday working; temporary incapacity for work; and so on.

23. Employees in all countries have the right to be compensated for meal expenses
during working hours and for paid holidays.

The salary system in south-east European countries, as shown by the data submit-
ted by experts for this report, is hugely unregulated, unjust and non-transparent. As a
rule, salaries are determined without objective criteria and are often regulated by a
sizable number of laws and by-laws.

These points relate especially to the salary system in the public sector. Namely,
certain groups of employees enjoy privileged status (for example in the police ser-
vice), whereas in other sectors salaries are relatively low (for example in education
and health). In some countries (for example Serbia) reforms to the salary system
have been delayed year-in, year-out or, in current language terms, have been post-
poned at least to 2020.
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Annex: Basic macroeconomic indicators for the five western Balkans countries

Countries

Albania

BIH

Montenegro

North
Macedonia

Serbia

2008

2018

2008

2018

2008

2018

2008

2018

2008

2018

Population
(000)

2,958

2,870

3,843

3,502

615.5

622.3

2,045

2,075

7,365

7,001

Gross domestic
product (GDP)
(Em)

8,800

10,974

13,086

16,759

3,103

4,299*

6,772

8,490

33,704

36,239

GDP (€/capita)

3,000

4,000*

3,695

4,572%

5,030

6,908*

3,300

4,700%*

4,900

5,600*

GDP per capita
(€ in purchasing
power standards
(PPS))

6,500

8,700*

7,600

9,500%*

10,700

13,700*

8,300

11,000*

9,400

10,900*

Real GDP
growth rate:
change in
relation to
previous year of
GDP volume
(%)

7.5

4.1

5.4

3.1

72

4.5

2.7

5.7

4.1

Average gross
wage (€)

n/a

n/a

571

677*

609

765%

418

571%*

561

533*

Average net
wage (€)

n/a

n/a

386

436*

416

510

257

390%*

402

384*

Monthly
minimum wage

©

139

191

282

233

308

Registered
employees
(000)

n/a

1,162*

694

783*

n/a

182%*

554

755

2,081

2,053

Registered
unemployed
(000)

n/a

189*

493

489%*

n/a

50%

343

102*

727

583

Employment
rate (15+), %

n/a

55.9%*

33.6

33.9%

432

45.9*

373

44.2%

44.4

47.6

Unemployment
rate (15+), %

14.3*%

20.5%

n/a

22.1%*

12.7

Informal
employment
rate (15+), %

n/a

n/a

n/a

n/a

16.8

16.1*

19.5%

n/a

20.7*

Inflation rate
(change relative
to the previous
year (%) —
average on the
period)

n/a

n/a

7.4

n/a

n/a

8.3

11.7

2.1
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Countries Albania BIH Montenegro North Serbia
Macedonia
2008 | 2018 2008 2018 2008 2018 2008 2018 2008 2018
Poverty line —
poverty line e}nd n/a n/a n/a n/a n/a n/a n/a 41.6* n/a 36.7*
social exclusion
rates (in %)
Gini coefficient n/a n/a n/a n/a 253 n/a 36.5 32.4% n/a 37.8%
Euro exchange
. = Uses
rates: €1=.. | n/a 195 | 195 | the |USSMe| 615 | 615 | 8144 | 1182
national euro
euro
currency)
Gross external
debt, n/a n/a 16.63 | 25.84* 14.4 52.26* 48.8 73.5% 62.3 69.9%
(% GDP)
Note: *- data for 2017; **- data for 2016; n/a — not available
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