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Abstract 

The emergency health crisis caused by the COVID-19 pandemic has directly affected the labor market in almost 

all countries of the world. COVID-19 offers a historic opportunity for a model that is oriented towards the basic 

needs of society, employment, strengthening resilience to crises, and transforming the economy. The restriction 

of movement has caused a drastic drop in business activities on the one hand, while the complete closure of many 

industries has left many workers without work. As a result of the coronavirus pandemic and the closure of 

businesses, a large part of citizens suddenly became unemployed. Movement restrictions and social distancing 

have affected labor supply and demand. Entire sectors of national economies have been closed: hotels-restaurants, 

non-essential retail trade, tourism, transport, and a good part of manufacturing. The pandemic crisis has increased 

unemployment and will throw even more workers into the informal economy. At the same time, the crisis has 

further exacerbated the pressure on wages. Wage-cutting practices reported during the pandemic are likely to 

continue even further considering the pressure from rising unemployment levels. Based on these circumstances, 

the states of the Western Balkans were forced to take the necessary legislative measures, or other measures, to 

provide or organize in the appropriate scope to overcome the emergency crisis from the pandemic. Despite the 

global pandemic and the economic review, it is always a good idea to create stability to protect yourself when 

facing problems in the labor market.  
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INTRODUCTION 

The purpose of this study is to make a detailed description of the actual situation of the 

pandemic in the labor market in the Western Balkans through an objective approach. The study 

also aims to highlight the actions taken by relevant institutions to improve the labor market 

caused by the Covid-19 pandemic. Because work is a product, all human beings have the right 

to pursue their material well-being, economic security, and equal opportunities (Declaration of 

Philadelphia USA, 1944). Since the beginning of the COVID-19 pandemic in March 2020, 

movement restrictions and the development of economic activity had a great impact on the 

economy, especially on the labor market; the employment rate, unemployment, as well as the 

circulation of businesses in certain industries had significant fluctuations like a crisis that we 

have never seen before and therefore there is great uncertainty in the impact on people’s lives 

(Gap Institute, 2021). With the onset COVID-19 crisis, the economies and labor markets of the 

Western Balkans faced a severe blow and at the same time, they also faced the health crisis, 

the financial crisis, as well as the labor market. Since the labor market is a complex structure 

of many related parties such as; governments, workers, enterprises, suppliers, consumers, 

banks, and other institutions, etc. Everyone is someone’s worker, someone’s consumer, 

someone’s lender. An unexpected stop creates a chain reaction, which can be justified on an 

individual level, but will be followed by collective damages. This alarming situation becomes 
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clearer when considering the main indicators of the economy as well as the insufficient 

measures taken during this period by the governments. The pandemic crisis has increased 

unemployment and thrown even more workers into the informal economy. These 

circumstances that were created by the pandemic situation, which affected layoffs or salary 

reductions, have also been identified by the companies themselves as a strategy to face the 

crisis (Albanian Investment Council, 2020), from this point of view, it is required from the 

governments to curb the peace of economic decline. As mentioned above, the reduction of 

wagers in a crisis will not only increase poverty even more but will also lead to a deterioration 

of the general demand and consequently to a decrease in employment. For this reason, it will 

be very important to prohibit the reduction of wages by law and to revise the minimum wage 

as quickly as possible, so that it plays the right role in alleviating poverty and inequality 

(Xhaferi and Kuçi, 2020). 

Labor markets in the Western Balkans 

As for the labor markets in the Western Balkans, there have been significant changes as a result 

of COVID-19, the economic effects of the pandemic were quite serious that has not been seen 

since the Second World War. Where it is predicted that there will be an enormous increase in 

unemployment in the Western Balkans (Bellaqa, 2020). In addition to job losses, employment 

opportunities and employment conditions have deteriorated in both developed and developing 

endeavors. Globally, many workers who did not lose their jobs faced reduced working hours, 

wage cuts, and loss of bonuses (Mashovic and Radičević, 2021). The COVID-19 pandemic hit 

the economies of the Western Balkan in 2020 with severity of large and continued through 

successive waves of infection throughout 2021 (Barlett, 2021). The economies of the Western 

Balkans have been more vulnerable to the epidemic and are more likely to have a continuing 

impact on the employment market (Fant, 2020). For this reason, it is important to conduct an 

analysis of COVID-19 on the labor market in the Western Balkans (Barlett and Oruc, 2021). 

In these circumstances, the impact of the recession on the labor market in the Western Balkans 

countries (Kosovo, Albania, Bosnia and Herzegovina, Montenegro, north Macedonia, and 

Serbia) has been analyzed. The aim is to perceive and determine how these countries have 

faced the challenges related to the increase in the unemployment rate, the change in the average 

annual increase in real minimum wages, and the need to take social protection measures. In 

this way, it focuses on two areas: 

a. Analysing the impact of the recession of the pandemic, the press refers to the significant 

increase in the unemployment rate. 

b. Analyses of changes in the average annual growth of real minimum wages in the 

Western Balkan countries, emphasizing the importance of appropriate measures for 

social protection to reduce the current shocks in the labor market (Mashovic and 

Radičević, 2021). At the beginning of the pandemic, the labor markets of the Western 

Balkans were characterized by high inactivity rates (ranging between 59.5% in Kosovo 

and 39.6% in Albania in 2019) and unemployment rates (between 10.4% in Serbia and 

25.7% in Kosovo in 2019), as well as low employment rates with a significant share of 

temporary contracts in some economies and high levels of informal employment. This 
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is much worse than EU labor market indicators, where the employment rate was 73.1% 

in 2019 and the unemployment rate was only 8.3%. Employment rates in the Western 

Balkans had risen to around three-quarters of the EU average rate partly due to a low 

labor force and labor force participation rates (activity rates), especially among the 

young population and women. Furthermore, it is estimated event over a fifth of 

employment in the region is informal (Barlett and Oruc, 2021). 

Crisis response measures by Western Balkan governments 

Economies in the region were seriously affected by the pandemic due to the shutdowns that 

affected the supply of goods and services, as well as travel and mobility restrictions that 

significantly affected labor markets in the region. To reduce the impacts on labor markets, 

governments took political measures to preserve jobs by providing support to businesses 

affected by closures and the general collapse of trade, including in particular industrial tourism 

(Bartlett, 2021). The governments of the Western Balkans have adopted a wide range of 

responsive measures under social protection policies aimed at supporting formal sector 

workers, the unemployed, the poor, and the elderly, which we will examine below.  

Some of these measures (such as wage subsidies) may be valuable policy instruments in the 

short term, but remain quite costly and may be less effective as long-term response measures. 

Consequently, it will be important that this combination of policies changes and adapts along 

the reaction phases of the Western Balkan countries that have implemented measures to 

encourage enterprises to preserve or create job places. A month after the implementation of the 

lockdown and restrictive measures across the region, all the governments of the region had 

adopted several support programs to save jobs and firms. In addition to health protection 

measures, fiscal relief, guarantee schemes, subsidized credit lines, and social assistance 

measures, there have also been measures to save jobs through partial or full compensation of 

wage costs, as well as payments of higher unemployment rates with eased benefit criteria. 

(Labor Markets in the Western Balkans, 2020).  

The governments of the Western Balkans (Kosovo, Montenegro, North Macedonia, and Serbia) 

have provided wage subsidies to support employment. In Serbia, the government covered three 

months' wages for micro, small and medium enterprises. In large enterprises, all employees 

whose contracts have ended due to the crisis have been paid 50 percent of the minimum wage. 

In Kosovo, monthly salaries were covered for the months of April and May with a value equal 

to the minimum wage, a measure which is calculated at 41 million euros. In North Macedonia, 

wages have been subsidized, in the amount of the minimum wage for 9,000 craft workers and 

about 250,000 employees of private sector firms, which register at least a 30% drop in income 

due to the crisis. In Montenegro, the government has subsidized wages for two months in the 

amount of 100% of the minimum wage for all firms in the affected sectors, as well as a six-

month wage subsidy for newly declared employment in all sectors, to encourage the 

formalization of employment (Social-economic impact of COVID-19, 2020). Against these 

measures, unemployment continued to fall throughout the Western Balkans, reaching a new 

historic low in all countries.  
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Despite these improvements, unemployment rates in the region remain high compared to EU 

counterparts. (Western Balkans Labor Market Trends 2020). The losses from the pandemic 

recession in the Western Balkans are greater compared to the losses recorded during similar 

periods to any other modern crisis including the global financial crisis of 2007-2009 (Mashovic 

and Radičević, 2021). Labor markets have been severely affected by the COVID-19 crisis, due 

to the lockdowns and isolation implemented by governments. The impact of the COVID-19 

epidemic on the labor markets has resulted in significant reductions in economic activity and 

increased unemployment, reduced working hours, and reduced payments to workers. In all the 

economies of the Western Balkans (Bartlett and Oruc). 

Unemployment rates in the Western Balkans 

Labor force participation rates remained low across the region, especially for women, and the 

youth unemployment rate reached 33.2 percent at the end of 2021 and remains high (Western 

Balkans Regular Economic Report No.21, 2022). The contraction of employment in the 

Western Balkans is already visible. Data on the progress of the labor market show that the 

largest annual increase in the number of unemployed people until 2020 has occurred in Albania, 

which increased by 25 percent and in North Macedonia, by 11 percent. This partly reflects the 

regularization of informal workers who are registered to benefit from health insurance and 

other social payments. Except for Serbia and Kosovo, administrative data on unemployment 

have begun to show an annual increase in the number of unemployed people. In the following 

months, there were about 63,000 people newly registered at the employment offices.  

Also, in the first quarter of 2020, data on vacancies for Montenegro show a decrease of 75 

percent, and for Serbia a decrease of 48 percent, which indicates a further deterioration of the 

situation in the labor market. of work in the future, (Western Balkan labor markets under the 

COVID-19 crisis, 2020) At the beginning of the pandemic in March 2020, the number of 

registered unemployed in the Western Balkans was 1.22 million, while as a result of the 

coronavirus up to in November 2020 it had increased to 1.4 million, which represents an 

increase of 14.5%. Despite the differences between the economies of the Western Balkans, it 

is more than obvious that jobs have been hit hard. It is more important that the authorities do 

not divert attention from such long-term challenges as acute labor shortages. 

 

CONCLUSION 

The Western Balkan region is one of the smallest and least developed regions in Europe, but 

the economy, work, and market prospects of the Western Balkans before the pandemic were 

more promising (Đurić, 2022). Today, the countries of the Western Balkans are at the same 

time facing a series of economic shocks. The region's economy had just begun to recover from 

the downturn caused by the COVID-19 pandemic, but now it must also face the consequences 

of the war in Ukraine. The economies of the Western Balkans, such as Kosovo, Montenegro, 

Albania, Bosnia and Herzegovina, North Macedonia, and Serbia, experienced a new economic 

growth of 7.4 percent in 2021, as the region begins to emerge from the review of 2020. The 

countries of the Western Balkans will need careful supportive policies to manage these crises 

effectively and to preserve important gains. The COVID-19 pandemic has forced businesses to 
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re-evaluate the way they operate, as well as to see from a new perspective what the future labor 

market will look like. Thus, the labor market is slowly improving, but high youth 

unemployment calls for political intervention. Despite real growth, employment improved only 

slightly; unemployment remains high and is particularly high among young people. 

Employment and labor force participation have not yet reached their pre-pandemic levels, 

despite the strong growth output (Western Balkans Regular Economic Report No.21, 2022). 

Beyond the pandemic, it will be necessary to direct public investments and industrial policies 

toward sectors that improve people's lives, increase dignified employment, strengthen the 

country's resistance to crises and ensure the transformation of the economy (Xhaferi and Kuçi, 

2020).  

While the economy gradually recovered from the recession caused by the pandemic, the energy 

crisis and the war in Ukraine brought new challenges. Thus, we can assume that workers are 

more likely to lose their jobs due to the blockade in the short term and face very high economic 

uncertainty (Fana, Tolan, Torrejón, Brancati, and Macías., 2020). According to the findings in 

this paper, the expected impact of the pandemic is the result of the interaction and various 

factors, including the extent and duration of restrictive measures, the structure of an economy 

and the effect on specific sectors, the demand reduction, the recovery measures implemented 

by governments and the extent to which work can be done from home (Bartlett and Oruc, 

2021). Reforms for active labor market measures should be based on the implementation of the 

integrated partnership approach in the Region (Impact-assessment-North-Macedonia, 2021) It 

is noted that the perspective of the labor market in the Western Balkans will be difficult and 

the lack of jobs work from the increase in inflation and the difficulty of economic recovery and 

the recovery of jobs if workers' wages will not increase. 

In the long term, Western Balkan countries should also increase investment in skills and expand 

opportunities for skills development. To reduce the risk of automation and improve the quality 

of jobs, the region needs to increase investment in the basic skills and modern skills of the new 

economy, such as ICT skills, problem-solving skills, creativity, communication, and 

interpersonal skills, which will enable current and future employees to adapt to rapidly 

changing labor markets (World Bank and wiiw, 2020). The Western Balkans remains a region 

of political instability, repeated economic crises, youth unemployment, and stagnant 

economies. 
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