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I. INTRODUCTION

The Yugoslav economy in 1987 is beset with many serious prob-
lems, most of which have been analysed extemnsively both within Yugo-
slavia and abroad. The problem of unemployment does not appear to
have received the same degree of attention and certainly not the at-
tention it warrants. We believe that the problem of unemployment
should be the focus of both economic analysis and policy debate.

Analysis of aggregate unemployment in. the Yugoslav context is
of limited value. The diverse mature of the Yugoslav labour market is
hidden in the aggregates. In 1985 the aggregate Yugoslav unemployment
rate was 13.76%. In Slovenia the rate was 1.72%; in Kosovo 34.78%. In
the same year, the adult unemployment rate for all of Yugoslavia was
5.89%, while the workers aged 27 years or less had an unemployment
rate of 38.66%. What contribution to an understanding of the problem
can aggregate economlic analysis hope to make; indeed, to be more
practical, what policy implications could be drawn from such an ag-
gregate analysis? We think, not much.

We believe that an analysis at a lower level of aggregation is more
informative and thus may lead to a better understanding of this comp-
lex problem. Our objective is ito set out stylised facts on the pattern of
unemployment in Yugoslavia paying special attention to its distribution
among various categories of workers and across the six republics and
two provinces!. -

* London School of Economics & University of Windsor. _

** Cambridge University & University of Windsor.

' The problem of unemployment has been addressed before, by ‘and
large, at an aggregate level. Data limitations are only partly responsible
for the lack of analysis of unemployment at a disaggregated level. (see for
example Emil Primorac and Phillip A. Della Valle Jahrbuch der Wirtsehafts
Osteuropas Band 5, 1974). For a survey of literature, see Saul Estrin and
William Barmtlett "The Effects of Enterprise Self Management in Yugosla-
via: An Empirical Survey”, Chapter 5 pp. 83—107, in Derek Jones and Jan
Svejnar (eds), Participatory and’Self-Managed Firms, D. C, Heath Company
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Our amalysis deals with regional aspects of unemployment in the
Social sector. We do not deal with the private sector due to data limita-
tions. The pertod we cover us between 1965 and 1985, with two subpe-
riods 1965—1974 and 1975—1985. The choice of dates is by nature of
things somewhat arbitrary. We chose 1965 as a starting point because
in the spring of that year a major reform was introduced in the hope
of expanding the tole of the market in the Ywugoslav economy. The end
point of the sample was dictated by the availability of data. The choice
of the mid-point was governed by two considerations: there were im-
portant dnstitutional changes in the mid seventies; in addition, 1975
and 1985 represent years in which the rate of growth in the Yugoslav
economy was near its tremd rate of growth over the entire sample pe-
riod (see Chart I). This should limit any cyclical distortion resulting
from our choice of the end points.

Chart I depicts the annual growth rates in the social product of
Yugoslavia between 1965 and 1985. Also shown is the estimated trend
rate -of change in the annual growth rates. The estimated equation is
given by:

g=827—29¢t , t=221
(1.48) (.11)
R?= 27

where standard errons are reported in brackets below the coefficients.

The deviations in the actual growth rates from the estimated trend
line are a measure of cyclical fluctuations. This provides a useful guide
in analysing the behaviour of labour market variables.

IT. AN OVERVIEW

Growing unemployment is a common feature of wmost Furopean
economies. In order to place the Yugoslav unemployment problem in a
wider context we report unemployment rates for selected European
contries.

Table I — Unemployment rates in selected European countries

1970 1975 1980 1983 1984 1985

Yugoslavia 7.8 10.4 12.1 128 133 13.8
Ttaly 32 33 7.4 3.9 99 103
Spain - 4.7 11.2 17.8 20.6 219
F. R. Germany v 4.8 3.0 9.1 9.1 9.3
France 1.7 41 6.3 8.4 99 10.2
U K 2.5 4.1 6.9 10.7 11.1 11.3
Sweden 1.5 1.6 20 35 31 2.3

Source: O, E. C. D. Main Economic Indicators, various issues; for Yugosla-
via, Statisti¢ki godidnjak Jugoslavije (S. G. J.), various issues.
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Chart 1

GROWTH RATES (g) OF SOCIAL PRODUCT IN SOCIAL SECTOR,
YUGOSLAVIA, 1966—1985
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The Yugoslav aggregate umemployment rate performance is quite
similar to that of a number of European economies. As we pointed out
earlier, however, the aggregate unemployment rate reveals little about
the true nature of the problem. We can throw some light on the nature
of the umemployment by examining the distribution of aggregate un-
employment by age, sex, experience, and qualifications of the unem-
ployed as well as the duration of unemployment spells. Table II con-
tains information on three of these variables for selected years.

Table II

Percentage distribution of unemployment in Yugoslavia by a) Age, b) Sex,
¢) Experience, selected years

a) AGE

1965. 1970. 1975. 1980, 1985.

18 years or less i34 94 6.6 6.9 7.8
19 — 24 28.4 38.9 47.8 48.6 51.8
25 — 39 394 443 333 333 324
40 — 49 126 10.9 8.9 79 52
50 years or more 6.0 42 34 33 27
b) SEX
men 532 53.1 48.8 43.6 443
women 46.8 489 51.2 56.4 55.7

¢) EXPERIENCE

no experience 333 50.9 59.8 68.1 714
up to 1 year 164 123 13.7 11.5 9.3
1—2 12.1 17 6.7 57 438
2—3 9.9 62 4.7 34 30
3—5 10.5 7.2 49 i3 4.6
5—10 10.3 8.1 5.5 47 40
10 — 20 6.1 6.1 38 2.8 23
20 — 30 1.2 1.1 a S S
30 or more years 2 - 1 1 1

A number of strniking patterns emerge: The age distribution of
the unemployed altered substantially. In 1965, workers 25 years of age
or less accounted for 41.8% of the total unemployed. This percentage
grew steadily to 59.6% in 1985. Women's share grew in similar fashion.
Inexperienced workers accounted for 33.3% of the unemployed in 1965;
by 1985, 71.4% of the unemployed were mew entrants. Persons with
higher and secondary professional qualifications represented 4.5% of
the unemployed at the begimming of the period, 37.0% at the end of the
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period. Highly skilled and skilled workers’ share also increased from
11.7% in 1965 to 19.3% in 1985. The movements in all of these cate-
gories do not represent cyclical fluctuations but rather a long term
trend which is difficult to explain.

The evidence on the duration of unemployment also indicates
a worsening pattern. Spells of unemployment of ome year or lomger
rose from 16.6% in 1965 to 55.3% in 1985! This is a particularly distur-
bing development which reveals serious structural imbalances in the la-
bour market.

The above data indicate the inadequacies of aggregate unemploy-
ment analysis, and point forcefully to the meed for a more disaggre-
gated approach.

III. DECOMPOSITION INDEX

We wish to comsider the contribution made by an identifiable
group of workers to the change in the total unemployment rate over
a given perniod.

The change in the total unemployment rate can be decomposed
as follows

AU =U, — U, =3 (v AW + w' Aut + AW Aui)...... (1)
i=t :
where, U = total unemployment rate
u' = unemployment rate of the i-th group
w' = share of the i-th group in the total labour force.
For sufficiently small one period change: Aw' Au' ~ 0. Therefore,
we can write:
1= 4 AP - (2)
‘Ut - Uz—n Ur - Ur—-n

For the i-th group, the contribution to the change in the total
unemployment is:

uri (Wri - Wz—ni) Wzi (“r - ur-n)
4 — 3)
Ut - Ut-—n Uz — Uz—n

However, over longer time periods w! u! will not approximate
zero. The system of ’cross weights’ accounts for the unexplained re-
sidual, so expression (3) becomes:

-5 [ut (W) — W) + U, (W — W:—ni)]
+
Ut - Ur—n
-5 [wi (uf — u )+ wed (uf — u, ]
po o T e e T e @

Ur - Ut—n
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Whenever we use this measure, the version given by expression
(4) is reported.

The first term (we shall refer to it as term 'a’) captures the
impact of the change in the labour force share of the i-th group (i.e.
Aw') on the net contribution made by the iith group to the change in
the total unemployment rate. The second term (we shall refer to it as
term 'b’) captures the impact of the change in the unemployment rate
of the i-th group.

We consider, firstly, a decomposition of the total labour force
into its 'youth’ (aged below 27 years) and ‘adult’ (the remainder) com-
ponents and secondly a decomposition into ’educated’ (higher and
secondary professional qualification?) and 'others’ compoments. The
results, for the republics and provinces and for total Yugoslavia are
reported in Table III.

To illustrate the use of this index we comsider four examples:

(1) Yugoslavia, 1965—1985 period (column 1, bottom entries): Term
‘a’ has a value of .32; 'b’ is .43, which sums to .75. This indicates that
over the peniod in question the youth contribution to the change in the
total unemployment rate was 75%, implying a 25% adult contribution.

(ii) Bosnia and Herzegovina, 1965—1985 period {(column 1, top en-
tires). Term ‘a’ is .50, term 'b’ is .54. In this case the met contribution
by youth is 1.04 illustrating a situation in which the youth contribution
exceeded 100%, thus implying that the adult contribution to the change
in the total unemployment rate was mnegative, i.e. ‘adults’ contributed
— 4.0%.

»  (ii) Slovenia, 1965—1985 period, (column 6, where the decompo-
sition is between the ‘educated’ and ’others’). Term ’a’ is —4.57; term b’
is —6.03, therefore, the met contribution of the ’educated’ is ——10.60.
Two elements gave rise to the large negative number. First, the total
unemployment rate fell from 1.76% in 1965 to 1.72% in 1985. The de-
nominator in expression (1) is therefore negative. Second, the 'educated’
unemployment rate rose from .65% to 1.71%, while the share of the
‘educated’ in the total labour force rose from 18.00% to 30.00%. As a
result both mumerators in expression (4) are positive. Therefore both,
term ‘a’ and term ‘b’ are megative. This scenario can be usefully con-
trasted with the case (ii) above, where the negative adult contribution
implied the decreasing unemployment rate for that group. Here, of
course, the unemployment rate of the ‘educated’ increased, while the
total unemployment rate fell.

(iv) Serbia, 1980—1985 (column 5): The youth share of the labour
force fell from 24.0% to 18.0%, while the youth unemployment rate
fell from 35.54% to 34. 92%, thus making mumerators in terms ’a’ and
‘b’ negative. Since the total unemployment rate fell by 1.05 percentage
points both terms 'a’ and 'b’ become positive. The positive and large
net contribution is mainly due to a decrease in ‘the youth’s share of
the labour force (see the value for term ’a’}).

? See S. G. J. — 1986 p. 31 and 134.
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IV. CONTRIBUTIONS BY YOUTH AND 'EDUCATED’ TO CHANGES
IN TOTAL UNEMPLOYMENT RATE

Examination of Table III reveals three cases where youth's NET
contribution to the change in the total unemployment rate is negative:
Macedonia 1980—-1985; Slovenia, 1975—1985 and Serbia 1975—1985.

In the case of Maocedonia there was a fall in the total unemploy-
ment rate from 21.54% in 1980 to 21.34% in 1985, while the youth
unemployment rate rose from 49.77% to 55.13% over the same period.
Hence, the negative b’ term. At the same time, the youth share of the
labour force fell from 25.0% to 23.0% of the total labour force, gene-
rating a positive ‘a’ term. The negative unemployment rate effect over-
powered the positive labour force share effect. Here again the resulting
negative met contnibution represents a relative worsening of the youth's
position in the labour market.

In the remaining two cases for the 'youth' decomposition: Slovenia
1975—1985; Serbia 1975—1985, the negative net contribution is due to a
fall in the youth share of the labour force, i.e. the term 'a’ was negative.
The share fell in Slovenia from 32.0% to 25.0%, while in Serbia it fell
from 25.0% to 18.0%.

However, in all other cases (37 out of 40 i.e. 8 wegions over 5
sample periods) the youth’s NET contribution to the change in the total
unemployment rate was positive. Furthermore, in all but three cases:
Croatia, 1965—74, Slovenia 1980—1985 and Serbia 1975—1980, their net
contribution to the rise in the total unemployment rate exceeded their
share of the labour force. Indeed in most instances the net contribution
was several times the size of the youth share in the labour force. Con-
sider the overall period, 1965—1985 (column 1). The ratio of the met
contribution by youth to their share in the labour force ranged from
high of 13.8 (Slovemia) to low of 1.7 (Serbia), averaging 4.6 for all
regions.

When we divide the labour force between the 'educated’ (high,
higher and middle qualifications: referred to as the 'educated’ in Table
III) and the rest, there are seven cases in which the met comtribution
of the ’'educated’ is negative. In all, but two cases, the 'educated’ un-
employment rate increased as the total unemployment rate fell. In the
case of Macedonia, 1980—1985; Slovenia 1965—1974, the 'educated’ un-
employment rate also fell but not sufficiently to compensate for the
negative term 'a’. Despite the negative net contributions all seven cases
indicate relative worsening of the educated group’s position in the labour
market. In most of the remaining cases when the total unemployment
rate rose, the net contribution of the ’educated’ group far exceeded
their share in the relevant labour force. This is an unexpected pattern:
one would amticipate that the 'educated’ group would contribute less
than proportionately to the rise in the total unemployment rate. In the
short mun one might reconcile this pattern with unavoidable labour
market ‘imbalances, but this certainly does mot help us here where the



202 E. PRIMORAC & M. F. CHARETTE

pattern persists over the whole of our sample period. In the case of
Croatia, between 1965 and 1985, the mnet contribution of 155% to the
rise in total unemployment by the ’educated’ group is difficult to com-
prehend. Furthermore, both terms 'a’ and b’ are positive indicating the
rising share in the labour force for this group and an increasing un-
employment rate among them. Although this is an extreme example, it
is indicative of the pattenn in other regions and for different sample
periods. For Yugoslavia as a whole, for the 1965—85 period, the ‘edu-
cated’ group was ’‘responsible’ for 71.0% of the rise in the total un-
employment rate, while their share of the labour force in 1985 was
34.60%.

We are faced with a conundrum: when we decompose the change
in the total unemployment rate into contributions made by adults and
youths, we find that the youth group makes a disproportionate contri-
bution to this change. Over the period 1965—1985, the youth accounted
for 75.0% of the change in the total unemployment rate, (See Table
III, above). When we decompose the change in the total unemployment
rate into contributions made by the ‘educated’ and 'others’, we find that
now the ’educated’ group makes a disproportionate contribution. Over
the same period, the 'educated’ accounted for 71.0%.

One possible explanation for this finding is that both categories
(youth and educated) are proxies for new entrants into the labour
market. It is quite reasonable to equate the youth with new entrants,
but how does one justify equating the ’educated’, with new entrants?
Our data show that the share of the 'educated’ in the total labour force
increased substantially: their share for the whole of Yugoslavia was
16.0% in 1965 and 34.0% in 1985% implying that an increasing proportion
of new entrants were in the 'educated’ group. As a slightly more rigo-
rous test for the relationship between the youth and the ’educated’
groups, we compare the growth rates in unemployment rate for the
youth and 'educated’ categories. Table IV below summarises the results.
The results indicate a statistically significant correlation between the
growth rates in the unemployment rate of the youth and ’‘educated’
categories across regions. This holds true for the total period as well
as for two sub-periods.*

Some other correlation coefficients are also interesting. The cor-
relation between the growth rates in the unemployment rates of the
adults and both the youth and ’educated’ is statistically insignificant in
all but one case (youth, period 1975—85), when it is negative. We would
expect to find that regions with unusually high growth rates of the un-

> See Table III.

* It is interesting to note that the correlation between the growth
rates of unemployment rate for the youth and ’educated’ holds even when
we control for the growth rates in the total unemployment rate. Over the
whole sample period, the partial correlation coefficient between the youth
and ’'educated’ categories is .63 (significant at 90% level). In the first sub-
-period the partial correlation coefficient is .71 (significant at 95% level). In
the second period the partial correlation coefficient was not sigmificant.
because both groups are highly correlated with the growth rates in the
total unemployment rate.
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Table IV
Simple correlation coefficient between the growth rates in the
unemployment rates for 4 groups across regions

Total Adult Youth
Unemployment Unemployment Unemployment

Adult: 1965—1985: i 12
1965—1974: i 87
1975—1985: 111 — 48
Youth: i 14 A0*
i —.01* —.20*
iii .80 —.80
FEducated: i 48* —.05* 13
ii —.03* —.02* g1
1id .84 —22% .62

* Significant at 5% level

Note: a) t — test for significance of simple correlation coefficient: Let
r,; be the correlataion coefficient between variables 1 and 2.,

CaN [rp2 (n — 2)
I —r?
b) t — test for significance of partial correlation coefficient: let

r, be the partial correlation coefficient between variables 1
and 2. Let r;,, be the partial correlation coefficient, then,

1
Fio— ¥z ¥y
Yrp3 = , then,
VI —rf- VI —rf

/ rngd (m— 3)

2
I — 1y

t =

employment rate for the adults would also have high growth rates of
the unemployment rate of the youths and 'educated’ groups. Indeed,
in one instance when a relationship does exist, regions in which the
growth rates in the adult unemployment rate are low tend to be re-
gions with high growth nates in the youth unemployment rate.

When we turn to the relationship between the growth rates in the
total unemployment rate and the three sub-categories (column 1), we
again find two different patterns corresponding to the two subperiods.
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In the first period, 1965—74 there is a high correlation between the
growth rates in the total unemployment rate and that for adults while
there 1s no relationship between the total on the one hand and the
youth and 'educated’ groups on the other.

In the second period, 1975—85 the pattern is reversed. We now
find a high and significant correlation between the growth rates of the
total unemployment rate and those of the youth and ‘educated’ cate-
gory. Now the correlation between the growth rates of the total un-
employment rate and those for the adults are negative but statistically
insignificant. This would imply that in the period 1975—85 the growing
burden of unemployment is not carried by the established workers
(adults) but rather by those entering the labour market (youth).

New entrants experience difficulties in securing permanent em-
ployment in most labour markets, as illustrated in Table V.5 What is
striking is that the ratio of adult to youth unemployment is high in
Yugoslavia and shows continuous growth. S

Table V
Ratio of youth and adult unemployment rates

1970. 1975. 1980, 1983. 1984.
Yugoslavia 29 42 43 54 6.2
Italy .. .. 34 32 33
F. R. Germany 8 13 14 15 1.2
France 23 2.8 3.6 37 2.8
U. K. 14 30 31 26 1.9

Sweden 24 3.2 36 31 1.9

Source: Friedrich Klau and Axel Mittelstadt, “Labour Market Flexibility”,
OECD Economic Studies, No. 6/Spring 1986, p. 32; our estimates

for Yugoslavia

This indicates again that the problem of unemployment of new
entrants is a particularly serious problem in Yugoslavia. It might well
be that institutional rigidities with regard to hiring and firing of wor-
kers in Yugoslavia, coupled with apparent reluctance to make required
adjustements with respect to unprofitable enterprises, make the usual
labour market forces a rather blunt tool in a self‘managed economy.
Our analysis indicates that the unemployment burden is borne prima-
rily by those who can be hardly held responsible for the present ume-
mployment problem and who are least capable of fending for themsel-
ves: new entrants into the labour market.

* The selection of countries was limited to Europe and the dates
were dictated by the source. ‘
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V. CONTRIBUTIONS BY 'REGION’ TO CHANGES
IN TOTAL YOUTH UNEMPLOYMENT RATE

We turn now to a disoussion of contributions by the republics
and provinces to the changes in the total youth unemployment rate.
The results are presented in Table VI.

Table VI

Contributions by 'region’ to changes in total youth unemployment

1965—  1965—  1975— 1975— 1980—
1985 1974 1985 1980 1985

Bosnia-Herzegovina
due to A w a) 25 2.16 17 A1 20
due to A u b) 35 82 36 23 44
Net change c) 59 298 53 34 64
LF/LF*, = ith share d) JA2* 16 23 19 23
Montenegro a) .08 151 02 01 02
by —.01 —1.03 04 01 05
c) 07 A7 06 .03 08
d) 007* 02 03 02 .03
Croatia a) —.07 —1.68 —.02 —.01 —.02
b 06 —4.37 15 04 22
c) —.01 —6.05 14 03 20
d) 26* 21 21 22 21
Macedaonia a) 08 278 01 04 001
b) -02 —2.59 06 09 05
c) 07 19 08 13 05
d) 06* 08 08 08 08
Slovenia a) —.01 —.15 —006 —007 —.004
b) —.02 —1.10 007 004 008
c) —.03 —1.25 001 —.003 004
d) A7* 15 12 A3 12
Serbia ' a) —.13 —1.14 —.12 —.04 —.19
b) 16 318 09 Jo0 —.01
c) 02 2.04 —04 26 =20

d) 27* 25 19 24 19
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1965—  1965— 1975— -1975— 1980—
1985 1979 1985 1980 1985
Kosovo a) 10 87 .09 09 07
b) 13 1.31 g1 06 14
c) 22 2.18 19 6 21
d) 02* 04 06 05 06
Vojvodina a) —.03 —.61 —.01 08 03
b) 10 1.05 .05 15 —.01
c) 07 44 04 07 02
d) 10* .09 .08 07 .08
Yugoslavia:
A Total youth

unempl. rate 18.05 43 16.51 5.52 10.99

When we consider the overall sample period (1965—1985), the met
contribution by regions to the total youth unemployment rate exceeds
the share of the labour force (at ithe beginning of the period) in Bosnia,
Montenegro, Kosovo and Macedonia. The regions which contribute less
than proportionately are Croatia, Slovenia, Serbia and Vojvodina. The
latter group, except for Vojvodina in the last two subperiods (1975—80
and 1980—85), consistently exhibits a negative term ’‘a’. That is to say, a
portion of their relatively low contribution to the growth of the youth
unemployment rate is attributable to their declining share of the total
youth labour force. In three cases (Slovenia 1965—85, 1965—74; Croatia,
1965—74 and Serbia, 1980—85) these negative share effects, i. e. terms
‘a’, are reinforced by negative unemployment effects (terms 'b’). Nega-
tive 'b’ terms are observed in two instances in the former group (Mon-
tenegro, Mvacedon.ia), however, these are overpowered by relatively lar-
ge share effects ("a’ term).

What is clearly evident from the data presented in Table VI is
that regions which contribute most to the growing youth unemploy-
ment rate are the regions which account for an increasing share of the
youth labour force. Kosovo's share of the youth labour force grew by
a factor of 3, while Bosnia’s doubled between 1965 and 1985, for

example.

VI THE SUPPLY SIDE

These patterns point to a demographic explanation. Table VII
contains annual average growth rates (over the 1965—1985 period and
for two subperiods, 1965—1974 and 1975—1985) for total population and
four demographic groups, for each region and Yugoslavia total.
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Table VII
Average annual growth rates* for total population and components,
1965—1985.

BiH Mon. Cro. Mac. Slo. Ser. Kos. Voj. Nor. Sov. Yug.

A. Total:

196585 (i) 105 104 41 147 80 74 249 38 58 141 .89
1965—74 @) 128 113 51 152 71 73 267 38 68 156 .94
1975—85 (iii) 67 a9 29 138 93 77 213 37 58 1.13 .78

B. Adults
i) 225 181 89 230 108 133 246 .90 1.09 227 144
(it) 291 217 111 249 94 137 294 95 1.16 276 161
(i) 131 133 66 206 130 135 148 .86 1.05 1.52 1.19
C. Youth:
(i) .08 28 =27 16 44 —10 250 —40—.12 75 25
(i) .08 28 —27 76 44 —10 251 —40—12 70 .22
(idi) .08 27 —27 a6 44 —10 250 —40—.12 79 .28
D. Females:
() 81 86 37 147 88 77 233 39 58 191 .82
(i1 ) 81 85 37 147 88 77 233 39 60 156 .81
(idi) .81 86 37 147 88 76 233 40 58 1.13 .83
E. Males

(i) 130 121 44 146 71 71 264 36 58 141 .94
@) 176 142 66 156 .54 69 299 38 .60 1.56 1.07
(iii) 54 J2 19 130 98 .78 194 34 58 113 .72

* 1nX = a + rt, where r = reported growth rate.

A consistent pattern is evident in the total population growth.
The four regions which contributed most to the growth of youth unem-
ployment have higher population growth rates than the remaining
four. Following accepted classification, the former are grouped as the
"‘South’, the latter as the 'North'. Table VII indicates that the 'South’
exhibits a significantly higher growth rates over the total period and
two subperiods. For example, over the entire sample period, the ave-
rage annual rate of growth of the total population in the ’South’ is
1.41%, as compared to .58% in the 'North'.

The same pattern is evident for the adult category. The growth
rates reported are 1.52% and 1.05% respectively.

When we turn to the youth category we again observe substantial
differences in the growth rates; indeed in the 'North’ the youth cohort
falls at an average annual rate of .12% compared to an increase of .75%
in the 'South’. Although it would be of interest to compare the growth
rates of the various demographic groups across regions the quality
of the underlying data for certain subgroups (youth female) prevents
this,
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Table VIII comtains the growth rates of the potential labour sup-
ply, which includes all males aged 15 to 65 and all females aged 15—
60.

Table VIII
Average anual growth rates for potential labour supply, 1965—1985.

BiH MON CRO MAC SLO SER KOS VOJ NO SO YUG.

1965—1985 171 157 56 198 9% 95 268 51 76 192 1.15
1965—1974 147 143 69 229 91 121 241 70 92 121 121
19751985 13t 126 3% 159 117 8% 256 36 88 158 1.00

This variable can be used to detect demographic influences on the
pattern of unemployment by region, although it does not allow us
to isolate the youth compoment which is of our primary concern.

The growth rates in the potential labour supply (see Table IX)
ehibit two distinct patterns. The four regions with highest average
growth rates comprise the 'South’, their average being 1.92% as oppo-
sed to the average growth rate of .76% for the 'North’.

The potential labour supply to population ratio is a useful indi
cator of the proportion of the population capable of active participa-
tion in economic activity. It is useful to observe the pattern of growth

Table IX
Average annual growth rates for the potential labour supply/population
ratio, 1965—1985.

BiH MON CRO MAC SLO SER KOS VOJY NO SO YUG.

1965—1985 .65 5415 A2 16 21 19 13 17 o1 217
1965—1974 A9 30 18 17 19 48 —26 .31 32 24 27
1975—1985 .63 47 10 21 24 A1 44 —01* .11 45 22

* Significant at 1% level.

rates of this ratio for the two subperiods. In the first (1965—74) the
'South’ lagged behind the 'North’, while in the second (1975—85) the
'South’ grew at the rate three times greater than that of the 'North’.
This illustrates differing demographic patterns among the regions. Ko-
sovo is the case in point: in the first period the average growth rate of
the ratio was negative, while in the second it was the third highest
among the regions. This is consistent with a growing ’baby boom’
cohort entering the numerator in this ratio.

Potential labour supply, as the name indicates, provides a num-
ber of people of economically active age; the labour force data provide
a number who are actively engaged in the labour market. The labour
force consists of all individuals who are either employed or actively
seek work.

¢ This variable is used later to calculate the participation rate — one
of the important variables in 'explaining’ labour market behaviour.
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Table X
Average annual growth rates total labour force and components, 1965—1985.

BiH MON CRO MAC SLO SER KOSVOJYUG.

A. Total: 1965—1985 (i) 490 512 312 475 294 419 591 299 3.88
1965—1974 (i) 3.14 412 172 421 267 3.82 443 165 2.88
1975—1985  (iii) 4.84 491 305 405 212 323 592 262 345

B. Adult: (i) 360 377 285 410 266 412 454 273 342
i) .54* 178 47+ 218 103 263 181 .39* 1.28
(i) 5.03 541 395 478 338 482 534 3.63 439

C. Youth: (i) 8.83 1230 417 738 384 4431010 417 5.55
(i) 12.33 20.80 646 1263 7.63 8001389 7.10 8.73
(iii) 4.48 3.64 4.74* 195 —1.00 —1.79 7.15—61* .96

* Significant at 1% level.

By now the familiar pattern emerges again in Table X: the growth
rates of the total labour force in the four regions which comprise the
'South’ are higher than those for the four regions in the ‘North’. This
is accentuated for :the youth component. The average annual growth
rates for this group are not only extremely high, but the differentials
are phenomenal. For example, over the twenty one year period, the
annual growth rate for Momntenegro is 12.30%, while in Slowvenia the
rate is 3.84%. Furthermore, in the second sub-period (1975—85) the
youth growth rates are negative and/or statistically insignificant in
all regions comprising the 'North’, while in the 'South’ they are positi-
ve and statistically significant. Kosovo's growth nate of 7.15% per
annum is the highest, followed by Bosmia (4.48%), Montenegro (3.64%)
and Macedonia {1.95%).

The adult category provides the first exception to the 'North' —
'South’ dichotomy: In Serbia, the growth rate per annum is the se-
cond highest and exceeded only by Kosovo. The general pattern across
regions is one of relatively tow growth of the adult labour force in the
1965—74 period, followed by the relatively high growth in this segment
of the labour foroe in the 1975—1985 period. Two influences are at
worlk here: high outmigration to the West in the finst period and the
transfer of wornkers from youth to adult category in the secomd pe-
riod.’

The growth mates in the labour force are a function of both the
growth rates of the potential labour supply (purely demognaphic va-
riable) and the ppanticipation rate, which is the ratio of the actual labour
supply to the potential labour supply (which is an economic variable).

" Compare growth rates for the youth in the first period.
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Table XI
Average annual growth rates for participation rate, 1965—1985.

BiH MON CRO MAC SLO SER KOS VOJ YUG.

1965—1985 3.9 354 256 276 196 325 323 249 273
1965—1974 166 279 103 191 177 261 202 95 1.67
1975—1985 353 365 266 246 96 234 336 226 245

In Chart 2 we present the participation rate levels for the period
1965—1985, by region. In light of this information, high growth nates
in the participation rate are accounted for by the low participation
rate levels at the beginning of the period. For example, Slovenia, with
the highest participation rate at the beginning of the sample period,
shows the lowest average annual growth rate in participation rate.

VII. EMPLOYMENT AND UNEMPLOYMENT

We proceed now by decomposing the labour force into its two
components (employment and unemployment) and observing the growth
patterns in these two variables (see Table XII). The total employ-
ment growth rates tend to be more uniform across regions than most

Table XTI
Average annual growth rates for totals and components of employment and
unemployment, 1965—1985.

BiH MON CRO MAC SLO SER KOS VOJ YUG.

EMPLOYMENT:

A. Total:
1965—1985 (i) 409 430 305 433 301 362 491 245 344
1965—1974 (1) 2.77 366 193 366 276 343 418 123 267
1975—1985 (iii) 4.01 4.36 294 406 209 318 454 242 3.16

B. Adults: @ 355 350 292 396 269 374 458 244 327
(i1) 46* 146 G1% 191 102 250 245 Jd4% 122
(i) 525 557 408 515 337 455 543 350 4.38

C. Youth @ 648 1204 375 726 406 305 622 258 429
(i) 1256 2765 760 1637 820 754 11.36 677 897
(i) 35% —80* —95 —1.01 —1.15 —2.70 —1.18* —2.20* -1.17

D. Females: () 613 550 386 607 351 484 565 339 444
@) 519 400 293 529 359 465 481 206 3.77
(i) 544 566 335 547 230 430 503 326 3.88
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UNEMPLOYMENT:

A. Total: (H 1178 1156 418 657 —.18* 877 900 854 8.00
(i) 811 10.16 —2.05 694 —141* 789 564 765 549
{@ii) 946 765 472 399 391 358 937 412 559

B. Adult: (1 476 892 D3% 539 —04* 994 445 807 6.95
(i) 3.07* 994 —398 500 1.71* 558 —1.28* 671 271
(iif}) —21* 339 —45* 229 379 796 492 542 455

C. Youth: (@) 1464 1331 642 757 —24* 780 1634 9.02 935
(1) 11.00 10.19 —55* 865 —3.55* 928 21.10 852 7.60
(i) 1158 979 17.18 543 405 09 1293 311 6.22

* Significant at 1% level.

of the variables encountered so far. Nonetheless, the regions comprising
the 'South’ have higher growth rates in total employment over the
whole sample period than the remaining regions. The same holds for
the adult and the youth categories, except for Serbia which has a mar-
ginally higher growth rate than Montemegro.

When we turn to the total unemployment growth rates, the 'North’
— 'South’ split is not as olear cut as it has been so far. Although Bos-
nia, Montenegro and Kosovo keep their position, Serbia and Vojvodina
have higher growth rates in total unemployment than Macedonia.

In the case of adult unemployment there is no discernible pattern.
Serbia is the highest with an average rate of growth of 9.94% between
1965 and 1985, followed in descending order by Montenegro (8.92), Voj-
vodina (8.97), Macedonia {5.39) Bosnia {4.76) Kosovo (4.45) Croatia (.53)
and Slovenia (—.04).

The youth unemployment growth rates, in general, follow the
'‘North” — 'South’ dichotomy, although Vojvodina and Serbia have
higher growth rates than Macedonia.

Next we examine the employment and unemployment growth ra-
tes for the two sub-periods: 1965—74 and 1975—85. For total employ-
ment the pattern is fairly consistemt. This is not the case with the
adult and youth categories however. For adults the employment growth
rate was very low in the first period and relatively high in the second
period. For youth the pattern is just reversed: between 1965 and 1974
the youth employment growth rates are generally high (ranging from
27.65 in Montenegro to 7.54 in Serbia), while between 1975 and 1985
they are either negative and/or statistically insignificant. ‘

For total unemployment the pattern is less consistent. Half of
the regions show a decline, the other half an increase, in the average
growth rate.

The pattern for the adult and youth categories is similarly less
consistent. One thing worth moting, however, is that the growth mates in
unemployment across regions show greater dispersion in each period
than the corresponding employment growth rate.
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Table XIII. below summarises the rogional pattern in the growth
rates of the unemployment rate for the total as well as adult, youth and
'educated’ categories. The patterns in these growth rates reflect, of
course, the behaviour of employment and unemployment across regions.
Again we find a varied pattern in the growth nate of the unemployiment
rate. At one extreme: Slovenia, for the total, adults and youth catego-
ries, the growth rate is negative (i. e. falling unemployment nates) over
the entire sample period. At the other, the total rate grow fastest in
Bosnia (6.89%), the adult rate in Senbia (5.82%), the youth rate in Ko
sovo (6.24%) and the 'educated’ rate again in Kosovo (25.11%).

Table XIII
Average annual growth rates for the unemployment rate: aggregate and
component, 1965—71985.

BiH MON CRO MAC SLO SER KOS VOJ YUG

A. Total:
19651985 (i) 689 644 107 182312 457 309 554 4.10
1965—1974 «(1i} 497 594 —377 274 4.08* 407 121* 600 2461
1975—1985 (iii) 462 274 1.67* —05* 1.79* 35%* 345 149 2.14

B. Adult: (1) l16* 515 232 129 —270 582 —09* 534 273
(ii)  2.53* 815 —445 2.83* 69* 295 —300%* 632 144*
(i) -5.25 —2.02* -440 —2.49 Al* 314 —41% 179 d6*

C. Youth: (i 581 1.10* 225 JA9% 406 337 624 486 380
(i) -1.35*=10.63 —7.01 —3.98 -11.18 128* 7.22 142* _1.13*
(i) 7.0 619 671 348 502 18 576 372 525

D. 'Educated: (i) 14.83 1169 449 697 278 6.83 25.11 1035 8.71
(i) 7.14 1534 —11* 1446 —997 935 37.13 1062 838
(i) 1443 733 680 259 1307 458 1241 773 1789

* Significant at 1% level.

When we tumn to sub-periods, the adults fare much better in the
second period (1975—85) than they did in the first: in six cases the
unemployment rate growth rate was megative and Jor insignificant. For
the youth category the experience was Jjust the opposite: in seven cases
the growth rate was negative and/or insignificant in the first period
(1965—74) while in the second period, the growth rate in the youth
unemployment rate was positive in all regions and often quite high.
The earlier findings with respect to the employment growth nates (see,
Table XII) are reflected here. However, it is not always the case that
regions with high (low) employment growth experience low (high)
unemployment rate growth. If the labour supply growth outpaces the
labour demand growth we can have a high employment growth associa-
ted with a growth in the unemployment rate. For example, Montenegro



214 E. PRIMORAC & M. F. CHARETTE

has the second highest growth rate in the unemployment rate (6. 44%)
despite the fact that it has the third highest employment growth rate
(4.3%). But Montenegro also has the second highest labour force gro-
wth rate (5.12%). :

We should point an apparent anomaly in the pattern of growth
rates. There are cases where the estimated growth rate for the entire
period exceeds those of the two subperiods. This ‘anomaly’ is due to a
substantial upward shift in the unemployment rate, which ocourred in
the middle of our sample period, as can be observed for example in
the case of Bosnia (total unemployment rate). This in fact ocours in a
number of instances and may imply a structural change in the labour
markets around this time (see Charts 3 and 4),

VIII. DEMAND SIDE

We now turn briefly to the demand side of the labour market. A
rigorous analysis of the demand side cannot be done without proper
modelling of the wornker selfsmanaged economy at ithis level of aggrega-
tion. Much work has been done in this direction of the firm and in.
dustry level as well as at the aggregate level® but the empirical work
at this level of aggregation is at best incomplete. In this section of the
paper we consider output and capital stock behaviour aCross regions.

Table XIV
Selected indicators of regional economic performance, 1965—1985.

BiH MON CRO MAC SLO SER KOS VOJ NO SO YUG.

SOCIAL PRODUCT — Social Sector

1965—1985: (i) 528 549 492 528 542 547 5.64 513 523 546 528
1965—1974: (ii) 556 5.83 6.33 643 7.19 6.44 641 598 6.51 6.3 6.43
1975--1985: (i)  4.03 4.99 270 331 290 359 3.17 353 3.3 394 33i

SOCIAL PRODUCT — Indus try
(i) 6.29 592 516 6.17 538 696 6.63 642 6.05 658 6.17
(ii) 559 390 596 675 7.58 7.26 753 675 685 6.41 6.75
(i) 592 6.62 320 459 361 551 362 492 425 572 4.59

CAPITAL STOCK — Social Sector
) 728 734 6.88 778 727 692 793 6.62 7.02 716 709
(ii) 706 629 751 873 7.88 839 954 736 791 762 777
() 679 6.08 5.69 556 6.14 500 576 592 561 601 5.81

* See, Derek Jones and Jan Svejnar, op. cit.
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CAPITAL STOCK — Industry

(i) 764 713 706 8.7 758 634 840 766 7.19 748 1733
(ii) 728 444 750 921 7.67 7.99 1043 746 761 780 770
(i) 743 590 547 576 691 521 5.74 726 6.16 621 618

SOCIAL PRODUCT MIX (SPind/SPsoc)

1) 101 42* 24 169 46 149 99 1 29 82 112 89
(i1) 03*-193—38 138 39 8 112 77 4% 28% 3%
(i) 189 163 49 216 .71 191 45* 131 112 179 1.29

LABOUR PRODUCTIVITY (SP / Empl. total)

(i) 118 120 1.87 147 241 185 .73 2.68 1.84
(ii) 279 218 441 378 443 301 224 474 3.76
(iii) 02%.63% -22% ~44% 81  41* -37* 1,10 J5*

* Significant at 1% level.

Growth rates of social product in the entire social seotor show an
amazing consistency across regions. For the entire sample period the
difference between the fastest growing region (Kosovo: 5.64%) and the
slowest (Croatia: 4.92%) was .72 of a percentage point per annum. The-
re is somewhat more variance in the two sub-periods, but nothing ap-
proaching the magnitudes observed either on the supply side or in the
unemployment rates. Social product in industry exhibits roughly the
same consistent pattern. It is also noteworthy that the growth rates
are very high, although in the second period they take on lower values.

Growth rates of capital stock reveal the same pattern. The con-
sistency aoross regions is again evident. In addition the growth rates
are generally higher in the 1965—1974 period than in 1975—85 period.
In the case of the industrial sector there are two exceptions to this
pattern: Bosnia and Montenegro.

We also find it interesting that the growth rates in capital stock
exceed the corresponding growth rates in social product in all but one
instance (Montenegro, the industrial sector, 1975—85 period). The inc-
reasing capital/output ratio is indeed predicted by thearetical analysis
of workers selfimanagement, although other factors (negative real inte-
rest rates, for example) may have contributed to the above phenome-
non. One may be tempted to discuss employment implications of the
phenomenon, but this must await proper modelling.

Growth rates of the ratio of social product in the industrial sec-
tor to that of social product in the entire social sector are presented
although they do not have direct implications for the labour market
performance. The social product mix variable can be taken as an indica-
tor of the degree of industrialization. Growth rates must be intenpreted
in light of the imitial industrialisation levels and cross region differen-
ces in industrial structure.
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Chart 4.
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different from zero in only two regions: Slovenia (.81) and Vojvodina
(1.10).

Given the reported growth nrates in capital stock, the fall in la-
bour productivity growth js disturbing. This may be due to misalloca-
tion of capital and/or labour resources. We emphasize again that the
1975—85 period covers a full cycle which would imply that reported
productivity pattern is indicative of serious Struotural hmbalances.

IX. CONCLUSION

A number of patterns clearly emenge from the foregoing analysis.
Differences in the growth rates of demographic variables aoross regions
are substantial. Differences in the labour force growth rates are Jess
pronounced. Output and capital stock growth rates are quite similar,
The substantial differences in the growth rate of the unemployment

rate aoross regions may be due to these factors, but we refrain from
drawing firm conclusions from our desoriptive analysis.

Overall labour market performance, with the notable exception
of Slovenia and to a lesser extent Croatia, has been unsatisfactory.
Moreover, the brunt of the burden has been borne by new entrants.
Table XV. illustrates this quite clearly.

Table XV
Youth unemployment rates for republics, provinces and total Yugoslavia,
selected years

1965.  1970. 1975. 1980. 1983.  1934. 1985,

Bosnia-Herzegovina 1977 1220 2536 32460 4222 4693 5266
Montenegro 6538 2635 3190 3556 4602 5172 5636
Croatia 20.08 8.17 1331 1423 20381 2244 2428
Macedonia 5923 4128 4331 4977 50.58  69.81  72.16
Slovenia 5.49 5.78 2.86 3.03 441 4.02 3.68
Serbia 23.63 2245 2891 3554 36.99  36.12 3492
Kosovo 1826 2503 3545 4353 56.56  62.81 6858
Vojvodina 1567 13.88 2404 34.03 3543 3406 3265

Yugoslavia 2061 1534 2215 2767 3296 3505 3728
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The labour market problems in general and those of the youth compo-
nent in particular do not appear to be a cyclical phenomenon. The
youth unemployment rates in all regions except Slovenia have risen
steadily and now have reached extraordinarily high levels. In compari-
son, adult unemployment rates compare very favourably to those in
other countries. If the stylised facts we presented here carry any mes-
sage, it is that the problem of unemployment across regions is essential-
ly a problem of youth unemployment, and that policy must be directed
towards finding ways of providing employment opportunities for new
entrants.
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