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Abstract

Covid-19 has had a significant effect on labour market metrics across the globe.
This article aims to contribute to the understanding of the pandemic’s adverse
impact on labour markets in the western Balkans and the need to take appropri-
ate measures to mitigate this effectively in the forthcoming period. Using a
spread of data, we analyse and compare the distributional impacts of the pan-
demic recession in western Balkans labour markets in terms of the unemploy-
ment rate and the average annual growth in real minimum wages. Our analysis
shows a significant deterioration of labour market trends — not least in compari-
son with the picture of 2019 which was broadly much more positive — which has
led to increased government spending on social protection measures. This needs
to be continued, not least as regards vulnerable individuals, including young peo-
ple, as the pandemic continues its track. On the basis of our results, and to deal
with the structural challenges presented by Balkans labour markets, there is a
need for further reform and updating of regulation, social protection and policies
in the labour market.

Keywords: labour market trends, Covid-19, unemployment, minimum wages,
western Balkans

Introduction

The Covid-19 crisis plunged the global economy into recession in early 2020 and
has profoundly affected labour markets. The world subsequently experienced a mas-
sive wave of initial job losses as a result of the pandemic and the resulting reces-
sions. The uniqueness of pandemic recessions is the nature of the initial shock. Com-
pared to previous recessions that were primarily caused by economic and financial
shocks, the pandemic recession is characterised by having a biological nature trig-
gered by the novel coronavirus. The adverse effect of this pandemic on labour mar-
kets had forced millions of workers across the world into temporary unemployment
by the second quarter of 2020 (Gallant et al. 2020: 1).

The economic impacts of the pandemic recession have affected people’s health,
incomes and jobs. Beyond job losses, employment opportunities and the terms and
conditions of employment have deteriorated in both developed and developing coun-
tries. Globally many workers who did not lose their jobs were faced with reduced
working hours, wage cuts and forfeits of bonuses (United Nations 2011: 27). The
losses from the pandemic recession thus far are enormous compared to the largest
losses recorded in similar timeframes during any other modern crisis including the
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global financial crisis of 2007-2009. The pandemic recession, similar to the global
financial crisis, has had a significant adverse distributional impact on job prospects.
However, currently available data suggest that the dynamics of the pandemic reces-
sion is characterised by a much starker differential impact on job separation rates
(Shippata 2020: 26).

A number of research studies have been conducted over a very short period of
time into the economic consequences of the pandemic recession. The focus varies
depending on the dimension of the economic impact which is the subject of the re-
search. A significant part of the published studies analyses the impact on labour mar-
ket trends. The key limitation of these studies is that they focus on the economic con-
sequences of the pandemic but not on finding appropriate mechanisms to ameliorate
them primarily due to an inability to predict its eventual duration (Brodeur et al.
2021: 1008).

With that in mind, the subject of this article is an analysis and comparison of the
distributional impacts of the pandemic recession on labour market trends in western
Balkans countries (Albania, Bosnia and Herzegovina, Kosovo, Montenegro, North
Macedonia and Serbia). The intention is to perceive and determine how these coun-
tries have faced the challenges related to the increasing unemployment rate, the
changing average annual growth in real minimum wages and the need to take appro-
priate social protection measures. The article thus focuses on two broad areas:

a. analysing and comparing the impact of the pandemic recession in terms of the
significant increase in the unemployment rate

b. analysing changes in the average annual growth of real minimum wages in west-
ern Balkans countries, emphasising the importance of the appropriate measures
for social protection in order to reduce the shocks of the current pandemic on
labour market metrics.

The methodology we deployed in pursuit of our aims consists of qualitative re-
search techniques such as analysis, comparative analysis and synthesis.

Literature review

Over a short period of time, a growing body of literature has examined the vari-
ous labour market consequences of the Covid-19 crisis, addressing different dimen-
sions. Numerous studies have studied the socio-economic consequences of the pan-
demic recession, especially the lockdowns. Social distancing and lockdown measures
have been shown to have adversely affected labour markets, contributing to a drastic
increase in job losses as well as changed, and deteriorated, working conditions
(Brodeur et al. 2021: 1028).

Gupta et al. (2020: 18) show that the social distancing measures adopted between
March and April of 2020 in response to the Covid-19 crisis have reduced the rate of
new cases and deaths but increased the costs to business and workers resulting in an
increase in the US unemployment rate of about 1.7 percentage points. According to
Morgan Stanley’s forecasts concerning the US economy, whereas the unemployment
rate during the global financial crisis of 2008 rose to 10 per cent, the unemployment
rate in the pandemic recession could reach up to 15 per cent, resulting in dramatic
repercussions for labour markets in the forthcoming period (Li et al. 2021: section 3).
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Adams-Prassl et al. (2020: 19) find a discrepancy in job/income losses regarding
type of job in the US, UK and Germany. Furthermore the findings show that workers
who could not perform any of their tasks from home and workers with lower in-
comes have been more significantly affected by the pandemic. Younger workers and
workers with lower levels of education are also more likely to experience significant
cuts in their income. Similar results are shown by Alstadseter et al. regarding the
disproportionate impact of the pandemic on the population of financially vulnerable
people in Norway (Alstadsaeter et al. 2020: 2).

Economies and labour markets have been affected dramatically by the pandemic
recession with significant impacts reflected in a sharp decline in GDP growth, the
unemployment rate, consumption and living standards. The consequences of the pan-
demic have been applied across the entire world but the impact across countries is
disproportionate, with European countries and the US experiencing the most dramat-
ic effects thus far (ILO 2020: 7). The Covid-19 pandemic plunged the countries of
the western Balkans into a deep recession as well, with tourism-dependent countries
(Montenegro, Albania and Kosovo) suffering an especially critical hit (Gjermeni and
Lika 2020: 8).

Unemployment during the pandemic in western Balkans countries

With the onset of the Covid-19 crisis, the economies and labour markets of the
western Balkans faced a severe blow. Following the introduction of social distancing
and lockdown measures, dramatic consequences and repercussions have emerged
which are similar to those in other countries. The impact of the Covid-19 pandemic
on economies, both globally and within the western Balkans region, primarily de-
pends on the degree of involvement of each economy in global value chains, the lev-
el of sectoral diversification and the degree of the introduction of restrictive mea-
sures, as well as the flexibility of individual sectors in response to lockdown mea-
sures. As the epidemic has continued to spread across the region, it has become in-
creasingly clear that the countries of the western Balkans have had to face particu-
larly damaging economic recession.

The labour market trends of the western Balkans region during 2019, characteris-
tic of the last two decades, were marked by low activity rates and high levels of in-
formality as well as high unemployment rates, especially among vulnerable sectors
of the working population including women and young people. However, the econo-
mic outlook for 2019 was promising with relatively high growth rates in most
economies and a declining trend in rates of unemployment (RCC 2020: 4). With the
outbreak of the pandemic, significant pressure emerged on western Balkans markets
with the following structural challenges identified (OECD 2020: 8-9):

B the level of informality in western Balkan countries remains high in terms of the
number of people employed as well as in the share of total output. A significant
feature is that western Balkans countries have different profiles of formality.
Consequently men are significantly more involved in informal employment in
Kosovo, Montenegro and North Macedonia whereas the situation is completely
the opposite in Serbia where women are significantly more represented in infor-
mal employment. Albania has barely any gender difference in terms of formal
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employment. Furthermore, workers with lower levels of education, as well as
those employed in agriculture, are more likely to experience informal employ-
ment

B the average unemployment rate in western Balkans countries was around 16 per
cent in 2020. More alarmingly, approximately 23 per cent of young people were
not in employment, education or training in 2020 (see Figure 1)

B the biggest challenge for women in accessing economic opportunities in the
western Balkans is the gender gap in labour markets.

Figure 1 — Unemployment in the six countries of the western Balkans, 2020 (%)
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Source: World Bank World Development Indicators (https://databank.worldbank.org/source/world-dev
elopment-indicators); International Labour Organization Share of youth not in employment, education
or training (NEET) by sex and age (%)

(https://www.ilo.org/shinyapps/bulkexplorer4/?lang=en&segment=indicator&id=EIP_NEET SEX A
GE _RT_A)

In order to protect workers and prevent job losses, western Balkan countries have
taken various measures in response to the Covid-19 pandemic. The most significant
measures are as follows (OECD 2020: 8-9):
reducing workers’ exposure to Covid-19 in the workplace
financial support for workers’ incomes
facilitated access to social protection support
facilitated access to unemployment support.
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In addition to the adopted measures, the key criterion regarding their implemen-
tation is the relative efficiency with which this is being conducted. Clearly, this is
likely to vary.

Average annual growth in real minimum wages in the western Balkans

Although more than one year has passed since the beginning of the Covid-19 cri-
sis, there is still great uncertainty about the pace of economic recovery in countries
around the world. Wage setting and wages are considered to play a crucial role in
facilitating inclusive and rapid recovery. On the one hand, wage-setting mechanisms
need to be flexible enough to be able to respond adequately to new conditions in or-
der to prevent job losses. But, at the same time, it is important to maintain wage lev-
els in order to preserve revenue and meet demand. Balancing these two imperatives
is not an easy task and the social partners and governments have had to face the task
of renewing collective agreements and negotiating or deciding to increase minimum
wages (Molina 2021).

Figure 2 — Average annual growth in real minimum wages in the western Balka-
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Data for Kosovo not available.

Source: ILO minimum wage database for minimum wage level; International Monetary Fund World
Economic Outlook database (October 2020) for inflation (end-period consumer prices).
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Minimum wages increased in most western Balkan countries in 2020 (see Figure
2). The highest average annual growth in real minimum wages for 2020 was regis-
tered in North Macedonia (5.9 per cent), significantly higher than productivity
growth, while there was a negative average annual growth in real minimum wages
registered in Bosnia and Herzegovina (-1.1 per cent). Granting higher minimum
wages for 2021 is particularly relevant in the current pandemic context. Raising min-
imum wages will have a stronger impact on vulnerable populations, thereby con-
tributing to reducing some of the inequalities introduced by the Covid-19 crisis.

Conclusion

Labour markets in the western Balkans have been hit hard by the Covid-19 pan-
demic and have experienced significant structural consequences on top of the prob-
lems that already exist. The governments of western Balkans countries should focus
policy objectives on addressing the consequences of the pandemic as well as seeking
to strengthen them as a defensive measure in respect of future economic downturns.

Meanwhile, short-term government measures should continue to provide finan-
cial support to workers affected by the crisis in terms of job losses and reduced
wages. These measures should particularly target vulnerable individuals such as
young people, low-skilled workers and migrants as well as workers in the informal
economy.

Regarding the average annual growth in the real minimum wage, this is in line
with the context of the pandemic and implies a significant level of support for the
vulnerable population in reducing and overcoming the inequalities introduced by the
crisis.
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