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INTRODUCTION

The National Employment Action Plan for the period 2006-2008 (hereinafter referred to as: NEAP) sets forth measures and activities for realization of national employment strategy for the period 2005-2010 (adopted by the Government’s Resolution from April 14th 2005) with the aim to increase the level of employment, employment support, to reduce unemployment, and to overcome Labour Market problems, which the Republic of Serbia (hereinafter referred to as: Serbia) is facing during the process of its transition to a market-based economy. 
The NEAP helps create the conditions for a balanced approach to all issues concerning the functioning of the Labour Market, and for giving priority to those that are most crucial in this field.

NEAP consists of 6 Chapters and 2 Annexes:

· Chapter 1 describes the strategic context and Serbia’s response to the challenge it faces in relation to employment, using the framework of European Employment Strategy, EU Integrated Guidelines on employment policy and other strategic and program documents;
· Chapter 2 describes the macroeconomic framework for the creation and implementation of employment policy in Serbia; 

· Chapter 3 describes the current situation and trends in the Labour Market in Serbia;
· Chapter 4 describes and sets out the goals and measures Serbia will pursue in order to improve the functioning of its labour Market and reduce unemployment; 

· Chapter 5 represents a plan for the “governance” of employment policy development through increasing the involvement of social partners in the process of employment policy creation and implementation;
· Chapter 6 concerns needs for financial resources, permanent and potential sources of financing and conclusion;
· Annex 1 – measures and activities for NEAP implementation;
· Annex 2 – indicators.
Chapter1

THE STRATEGIC CONTEXT

Unemployment is one of the most serious problems Serbia is facing. Long-term unemployment has immeasurable consequences for the community as a whole, for unemployed people and their families, and can considerably weaken the economy of the country. In recent years many of the EU member countries have also had high unemployment rates, and it is now widely acknowledged that effective employment policy is absolutely crucial for achieving economic success and improving social welfare. 

The European Union has established the European Employment Strategy and Integrated Employment Guidelines on labour market reforms in the Member Countries, which, together with the Bucharest Declaration and the Recommendations of the European Council and International Labour Organization (hereinafter referred to as: ILO), represents a framework for creating a NEAP. Most Member Countries have followed this practice as a method of developing their programs of labour market reforms.

The European Council sets annual guidelines on employment policy development for Member Countries. The strategic goals, established at the Lisbon Conference in 2000, are that the economy of the EU should become the most competitive economy in the world, capable of stable economic growth with more jobs, better work conditions and greater social cohesion. Successful implementation of the measures leading to this goal requires Member Countries to equally strengthen three complementary overarching goals, which are:
· Full employment

· Quality and productivity of work

· Social cohesion and inclusion

Structural reforms in the mutually connected key fields, which are indicated by the guidelines of the European Council for Member Countries, represent a precondition for achieving set goals.

In compliance with the strategic orientation of our country towards joining the EU and based on the European Employment Strategy, the Government of Serbia has established the National Employment Strategy for the period 2005 to 2010 (hereinafter referred to as: Employment Strategy). The Employment Strategy defines specific directions for solving the problem of unemployment in the current phase of transition of Serbia, and offers solutions appropriate for development needs and available human and financial resources. The Employment Strategy addresses all 10 guidelines of the European Employment Strategy, as well as two other priorities, which are particularly important for Serbia, which are:

· Support to direct foreign investments and activation of the domestic savings aimed at the maintenance and creation of employment, and

· Reduction of differences between regional Labour Markets.


The role of the NEAP is to set out operational measures for Employment Strategy implementation. Together with other strategic documents adopted by the Government, the NEAP is therefore a part of a broader complementary strategy and action programs in which the field of employment is considered in the context of achieving sustainable economic growth and development and increase of employability. Other key documents are: Strategy for the Reduction of Poverty; Serbian National Strategy for Serbia and Montenegro’s joining the European Union; Small and Medium Enterprises and Entrepreneurship Development Strategy of the Republic of Serbia, 2003-2008; Plan for Supporting the Development of Small and Medium Enterprises during the period 2005-2007; Decision on establishing the Program for Solving Redundancy in the Process of Rationalization, Restructuring and Preparations for Privatisation (“Official Gazette RS”, No. 64/05); Report on the progress in realization of Millennium Development Goals in Serbia, adopted by the Government of Serbia in May 2005; Memorandum on Budget and Economic and Fiscal Policy for 2006 with 2007 and 2008 projections (“Official Gazette RS”, No. 98/05) 

These documents provide a framework for the coordination of development and macroeconomic policies, which will have an important influence on employment and the functioning of the Labour Market in Serbia.

The effective implementation of the NEAP is the responsibility of many institutions and individuals in the country. Success in reducing unemployment will require the full and active participation and coordination of all key institutions: the National Assembly of Serbia, the Government, the Ministry for Labour, Employment and Social Policy (hereinafter referred to as: MOLESP), as well as other ministries, the National Employment Service (hereinafter referred to as: NES), regional and local authorities, social partners at all levels, experts, and non-governmental organizations. The active involvement of all these participants is essential to sustain public support for necessary but often painful transitional changes. 

The NEAP implementation comprehends involvement of all ministries and of the Ministry of Economy, the Ministry of Finance and the Ministry of Education and Sports in particular. 
Chapter2

THE MACROECONOMIC CONTEXT

2.1
Current trends

Unemployment is a major problem in Serbia today. Current high unemployment rate (Labour Force Survey – 21.8% in 2005) is a direct result of the decrease in production levels during the 90-ies, as well as the use of the labour market to solve social problems by employing far more workers than were really needed. Nevertheless, the restructuring and privatisation, seen in a short period resulted in a further increase in unemployment, while at the same time it is necessary to improve economic efficiency and transform the Serbian economy to one which is competitive, market-oriented and knowledge-based.

During the process of economic restructuring the substantial scale of “latent” unemployment has started to be revealed, while the process of ownership transformation has led to the faster release of the employees. This implies that in the forthcoming period the overall reduction of unemployment will be highly dependent on achieving a significant increase in investment in the private sector to expand new employment opportunities faster than the rate of job losses arising out of restructuring.

The improvements resulting from the new economic policy in the period from 2001 to 2004 include:

· Cumulative real GDP growth of 22.1%

· GDP growth per capita, from less than 1.000 USD in the year 2000 to approximately 2,950 USD in 2004.

· Substantial reductions in foreign indebtedness, from 169% GDP in the year 2000 to approximately 55% GDP in 2004.

· Rising foreign currency reserves, from approximately 0.5 billion USD from the end of 2000 to 4.2 billion USD by the end of 2004;

· Privatisation of 1347 enterprises during the years 2002, 2003 and 2004, with revenue of €1450.5 million and arranged investments worth €828.5 million

In 2005 the Government carried out foreseen economic policy measures and significantly speeded economic reforms, which resulted in economic activity improvement: 
· According to the Republic Institute for Statistics, the overall value of GDP for 2005 was 1,094,375.5 millions Dinars, which is the increase of 6.5% in comparison to the year 2004;
· The average net wage per employee in 2005 was 17,443.00 Dinars, which represents a nominal increase of 23.6% and a real increase of 6.8% comparing to 2004;
· The overall number of employees (annual average) in 2005 was 2,068,964, being an increase of 0.9% in comparison to 2004. Nevertheless, the number of self-employed increased for 11%, while the number of employees in enterprises, institutions and organizations decreased for 2.1%;
· In 2005 217 enterprises were sold through tender and auction privatization, with a revenue of 271.6 millions €, of which 118.5 million € was provided for investments. Privatization of three banks brought revenue of 273.8 millions €. Restructuring of public enterprises has also started, which will lead to improved productivity and increased effectiveness in public service;
· Improved economic conditions contribute to attraction of new foreign investments in Serbia’s economy, thus an inflow of 1.481 million USD was made in 2005, representing an increase of 53.5% in comparison to the year 2004.
2.2
Future Challenges for Serbia’s economy

In the coming period, institutional reforms and economic policy will continue with the aim of:

- maintaining macroeconomic stability, with the stability of domestic currency and limited inflation;
- accelerating the implementation of economic and social reforms, with faster privatisation and structural changes in real, financial and public sectors;
- creating the bases for a sustainable economic growth based on the increase of domestic savings and investments, increases in direct foreign investments and exports, with a continuing reduction in current foreign transactions deficit;
-  creating stable and safe environment for business development and new jobs.

Successful achievement of these goals will contribute to the increase of employment possibilities.

	Projection of major macroeconomic indicators
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	Cumulative
	Average annual growth rate

	Indicator
	2004
	2005
	2006
	2007
	2008
	index
	

	 
	 
	 
	 
	 
	 
	2008/2004
	2005-2008

	GDP
	109.3
	106.5
	105
	106
	106.5
	126.2
	6.0

	 
	
	
	
	
	
	
	 

	Number of employed 
	100.5
	100.9
	101.2
	101.5
	101.9
	105.6
	1.4

	 
	
	
	
	
	
	
	 

	Productivity (GDP per employee)
	108.8
	105.6
	103.8
	104.4
	104.5
	119.5
	4.6

	 
	
	
	
	
	
	
	 

	Average real net wage
	110.1
	106.4
	103.0
	103.2
	103.8
	117.4
	4.1

	 
	
	
	
	
	
	
	 

	Number of registered unemployed 
	…
	106.5
	97.3
	97.3
	97.3
	98.0
	-0.5

	 
	
	
	
	
	
	
	 

	Registered unemployment rate, %
	25.7
	26.9
	26.2
	25.4
	24.6
	95.6
	-1.1

	 
	
	
	
	
	
	
	 

	Annual inflation
	
	116.5
	113.5
	108.2
	107.2
	153.4
	11.3

	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	
	
	

	Source: Memorandum on Budget, and Economic and Fiscal Policy for 2007., with 2008 and 2009 projections;

	Statistical Office of the Republic of Serbia, Report No. 323/2005. and No.14/2006. (ZP11); Ministry of Labour, Employment and Social Policy; National Employment Service.
	

	
	
	
	
	
	
	


Continued real growth of GDP over the next three years implies the reduction of the foreign trade deficit, for which it is necessary to ensure the growth of domestic savings and further high inflow of direct foreign investments based on the following:

· strengthening legal safety by adopting regulations contributing to the harmonization of legal regulations and by establishing trade institutions corresponding to standards and requirements of developed market economies. 

· Implementation of reforms by which the process of economic liberalisation through privatisation is being continued along with elimination of existing monopolies;
· financing the public sector based on market principles, following the level of interest rates on capital market;
· creating a stimulating and competitive tax system in comparison to the environment, with the continual process of harmonization along with the EU;

· creating a favourable investment climate in the country to contribute to economic competitiveness reinforcement and export growth. 

In the near future a substantial number of employees will become redundant in the process of rationalization, restructuring and privatisation, in accordance with the Redundancy Program. The main goal of the Program is to direct all possibilities towards making working legal position of each individual (self-employment by yielding equipment and working means; establishment of a business-technical relationship with the employer; new employment by investing severance payment; additional education and training etc.) as well as business consolidation and efficient and economic performance of enterprises’ scope of activities. 

The process of transition and economic restructuring is expected to deepen the differences between certain regions in Serbia. Experience elsewhere indicates that economic restructuring tends to favour the state capital and regions which already have the best infrastructure, with unfavourable consequences of restructuring being felt most in industrial and mining centres - particularly in towns reliant on one particular factory. The Government of Serbia is planning to initiate and implement regional development strategies that will support and motivate those who live in those regions. Such a strategy will be created with the full support of social partners.

For the successful completion of economic restructuring and privatisation it is important to ensure that the level of wages is attractive in comparison to the level of unemployment compensation or other benefits. Further reform of the tax system will need to further reduce the burden of taxation, which will stimulate employers for new jobs opening as well as for self-employment. The Government continues with activities for reducing poverty by establishing an effective minimum wage and payment of an appropriate level of social benefits. Furthermore, benefits need to be directed towards those who are most in need and to maximise their impact in reducing poverty and unemployment.
Chapter 3

THE LABOUR MARKET

3.1
Labour force
The 2002 census indicates that the population of Serbia (excluding Kosovo and Metohija) is 7,498,001 with 3,852,071 (54.4%) being women.

The demographic profile of Serbia indicates an ageing population. This, together with a reducing participation rate of labour force has a negative effect on the increase of compulsory insurance expenditures and negative impact on economic development. 

According to the official data in Serbia (excluding data for Kosovo and Metohija) in 2005 the average number of (working) active inhabitants was 3,100,745.  
The labour force participation rate (the participation of the employed and unemployed in the total labour force – age between 15 and 64) in Serbia has been declining slightly since the year 2000, and in 2005 it amounted to 65.2% (3.4 million inhabitants).

Serbia is characterized by an extremely low participation rate of the young (aged 15 to 24) amounted to 35.8%,  in comparison to the EU and OECD Member Countries (about 50%). On the other hand, the participation rate of older people (aged 55 to 64) is 39.5%, which substantially exceeds the participation rate of older workers in other countries in transition (30% on average).

The participation rate of women in labour force (56.2%) is somewhat below the participation rate of women in the EU countries and OECD (around 60%). The employment rate of women (40.8%) is also below the average of the developed countries (around 56%).

3.2
Employment

The number of employees increased in 2005 for 0.9% in comparison to the previous year, having the number of employees in enterprises, institutions, cooperatives and organization decreased for 2.1%, and the number of private entrepreneurs, persons performing activities independently, and their employees increased for 11%.
The overall employment rate has declined during the past few years, and in 2005 it was 51.0%, which is considerably below the average rate in the member states of the EU and OECD (around 65%). The employment rate of the younger population (only 18,7%) is also much lower than in the EU countries (40%). 

3.3
Unemployment

Reliable and comparable data on the current state of the labour market are important for creating and developing effective employment strategies and policies. When considering unemployment in Serbia, two different sources of data need be taken into account: the first being the Labour Force Survey (LFS), carried out by the Statistical Office of the Republic of Serbia, which are adapted to international standards; and the second being the database of the NES.

The unemployment rate indicated by the NES database (26.8%) is substantially higher than that of LFS (21.8%). This is due to the different definitions of employment and unemployment, as well as the fact that the NES database also includes people who are not active job seekers, but register only in order to obtain other social benefits. On the other hand, the LFS database considers people who work in the informal sector (undeclared work) as employed.

In 2005 an average 991,807 job seekers was registered, of which 539,579 (54.4%) are women. In comparison to the previous year, the average number of job seekers has increased for 46,780 persons (4.95%).

The unemployment rate in Serbia has grown steadily, partly as a direct result of the process of reform and restructuring. According to the LFS, in 2005, the unemployment rate was 21.8%, which substantially exceeds the average in EU and OECD countries (6-8%).

There are substantial differences between the unemployment rate of men (17.6%), (which is below the average unemployment rate) and the unemployment rate of women (27.4%), which is above the average unemployment rate.

The unemployment rate of the young (aged 15-24) is also substantially above average. In 2005 it was 47.7%, which is almost 3 times as high as in the EU countries (approx.18.5%).

In terms of educational levels, rate of unemployment is the highest for the persons with secondary (24.2%) and primary education (21%), while persons with incomplete primary education participate with 9.6%, and persons with no education at all with 10.7%.

The long-term unemployment – share of long-term unemployed in the total number of unemployed has been decreasing since 2000, but it is still a big problem affecting mostly women, the middle-aged, and those with the lowest qualifications. Long-term unemployment results in a lack of motivation and knowledge, which leads to the inactivity of the unemployed, a reduction in options for their employment, and an increasing burden on social funds. According to the data from 2005, the average period of waiting for employment is 44 months, while in the EU countries about 80% of the registered unemployed persons find a job within a 6-month period.
3.4
The Demand for Labour

In the process of transformation towards a competitive economy, Serbia gives priority to modernization and development of agriculture, forestry, tourism and services by introducing modern technologies and knowledge as well as modern methods of work organisation and enterprises. Rapidly improving efficiency and productivity is a key condition for increasing competitiveness, but in the short term it results in a decrease in employment. During the next three years the support that the Government offers to the institutions which carry out active labour market measures will help ensure faster development of small and medium enterprises and entrepreneurships (hereinafter referred to as: SMEE), and the creation of new jobs, which will result in employment levels rising.

The structure of labour force demand is changing. The number of people employed in the private sector is increasing, while the number of employed in state enterprises and public sector is decreasing. There are wide variations in growth rates between different economic sectors, which imply the need for movement of labour force out of declining sectors and into those propulsive ones.

In 2005 602,558 vacancies were registered, and according to the place of work the biggest number of vacancies was registered in trade, catering and tourism 20.2%, then in economy, law and administration 14.2%, mechanical engineering and metal industry 7.1%, education 5.6% and traffic 4.9%.

There are, however, substantial difficulties in estimating the overall demand for labour in Serbia due to the large number of people employed in the informal sector. It is estimated that the ”grey” economy comprises up to 30 % of GDP, which means that the actual number of working persons is much larger than the official number shown as employed. While the “grey” economy provides an additional demand for labour there are, however, concerns regarding working conditions related to health and safety. Employment Strategy has identified as a key priority the reduction and effective regulation of the informal sector.

Chapter 4
THE EU EMPLOYMENT POLICY GUIDELINES – SERBIA'S RESPONSE
4.1
Goals and priorities of employment policy

When implementing the NEAP the employment policy in Serbia is directed to: 

· Understanding the  long-term needs of the labour market;
· Reducing differences between regional labour markets, as well as between Serbia and the EU;

· More active involvement of all participants in the creation of conditions for better employment;

· Realization of social dialogue at all levels;

· Labour force supply improvement through the programs of permanent education and training, along with the increase of involvement of marginalized groups as well as efficiency of NES work.
NEAP is based on the following priorities:

· reducing unemployment and increasing labour market competitiveness;

· broadening the scope and types of active employment measures (self-employment support programs, programs for creating new jobs, programs for additional education and training, public works programs, and other programs in accordance with the law);
· solving working legal position of the redundant;

· improving social dialogue and the effectiveness of social-economic councils and local employment councils;

· decentralising and modernising the work of the NES.
The Law on budget of the Republic of Serbia for 2006 (“Official Gazette of the RS”, No. 106/05 and 108/05-correction) 1,300,000,000 Dinars allocates for active labour market measures. There are other ways of financing active employment measures – donations through projects, Development Fund, etc.

Budget for Active Measures in relation to GDP 2004 – 2006
	
	2004
	2005
	2006

	GDP
	1,310,300,000,000
	1,628,500,000,000
	1,937,700,000,000

	ALMMs
	900,000,000
	750,000,000
	1,300,000,000

	ALMMs/GDP %
	0,0687
	0,04605
	0,06709


Other ways of financing active employment measures:

	Development Fund
	1,800,000,000 (for 2005)

	CARDS Projects
	113,824,100 (1,300,000 EUR)

	ESP Project
	5,920,080 (94,181 USD for transitional centres)

6,600,146,52 (105,000 USD for social plans)


Financial compensation for 2004 and 2005 and 2006 projection:
	
	2004
	2005
	2006

	Financial comenscompensation (gross)
	12,596,585,811
	10,432,230,000

(planned amount)
	13,727,700,300

(July 2005 – June 2006 projection)


4.2    Serbia’s response to the EU Employment Policy Guidelines

Employment policy in Serbia will be conducted through Integrated Guidelines implementation, as follows:

Integrated guideline No 17:
Implement employment policies aiming at achieving full employment, improving quality and productivity at work, and strengthening social and territorial cohesion.

Policies should contribute to achieving an average employment rate for the EU of 70% overall, of at least 60% for women and of 50% for older workers (55-64) by 2010, and to reduce unemployment and inactivity. Member States should consider setting national employment rate targets
Serbia’s response:
An increase in employment rate of 1.5% annually, prevention of long-term unemployment, improvement of social inclusion of young, members of certain disadvantaged groups of unemployed persons, as well as measures for improvement of  SMEEs development.
Task 1: Prevention of long-term unemployment
One of the greatest problems of unemployment in Serbia is long-term unemployment. The duration of unemployment period is shortened considerably according to the level of education of the persons (a waiting period of more than one year applies to 67.4% of persons with two-year or college degree, 74% with secondary and 80.4% with primary education). Persons with higher level of education have better possibilities for employment within the first six month of their registration.
Approx. 60% (46.7% get employment, and 53.3% for other reasons) of those who register as unemployed leave the unemployment register within two years, 25%  leave within 7-12 months, 25% within 12-24 months, and only 10% within 6 months. Persons with higher level of education have better possibilities to leave the register due to employment in the first 6 months, but this difference decreases during the period of unemployment. The chances of leaving the register are almost doubled for persons who are less than 34 years of age in comparison to older people. According to data from 2005, the average period of waiting for a job is 44 months, while around 80% of registered unemployed find job within 6 month period in EU countries. 
Long-term unemployment results in outdated knowledge and skills. Due to long-term unemployment and a poor system for lifelong education, about 30% of the skilled labour force is not competent enough to carry out work, especially those people with little if any working experience.

Measures with the aim to reduce share of long-term unemployed in total unemployment, at the average rate of 2.5% a year and prevention further long-term unemployment (unemployed registered for more than 12 months), imply their participation in:

· active employment policy programs;
· additional education and training programs.

Task 2: Impact on youth unemployment
Youth unemployment (15-24) on the labour market is characterized by a very low level of participation and employment rate, and high average unemployment rate. The young are often employed in the grey economy or engaged in temporary and insecure low-quality jobs - about 28% of the young have some sort of informal employment while only 5.2% have formal jobs. 

Measures with the aim to increase employment rate of the young in comparison to the total number of unemployed imply the following:

· development of the programs for employment and self-employment of the young; 
· setting the incentives for youth employment;

· establishing institutes for carrier guiding and counselling;

· providing the long-term unemployed young people with the use of a variety of services by involving into active labour policy measures through NES.
Task 3: Improvement of vulnerable unemployed persons’ position (persons with disability, Roma, refugees and displaced persons)
3.1. Unemployed persons with disabilities, according to the law, have the same rights and opportunities for employment as other unemployed persons. As a part of the program of active employment policy, special measures for people with disability are developed (one-off subsidies to the employers for the adaptation of work places to the needs of people with disabilities, self-employment and new employment programs). The employment subsidies for people with disabilities are higher than the subsidies for other unemployed. Persons with disabilities mostly find employment within private sector and enterprises for work training and employing persons with disabilities (so called sheltered workshops).
Measures with the aim to increase employment rate of persons with disabilities imply the following:

· establishing legal regulations for professional rehabilitation and employment of disabled persons; 
· supporting employment of persons with disabilities;

· establishing institutes for financial and non-financial support for more jobs.
3.2. Roma, which comprise 5% of the total population of Serbia, have a high risk of poverty and social exclusion. Only 27.2% of all Roma are economically active and their unemployment rate is four times higher than for the rest of the population. Educational structures are extremely unfavourable (62% do not have primary education, and 29% have only primary education).
Measures aimed to integrate Roma into the labour market imply: 

· Implementation of Employment Action Plan for Roma – decade of Roma people 2005-2015, and specially:  transforming informal work into formal; revival and improvement of entrepreneurship - traditional trades; better involvement in regular education and training for increasing employability.
3.3 Refugees and Displaced Persons in Serbia are a specially vulnerable group having in mind that the number of these persons is the highest compared to other EU countries, poverty amongst refugees and displaced persons is extremely high, and many of them are facing the problem of providing adequate lodging.

Measures aimed to integrate refugees and displaced persons imply: 

· Better involvement in using NES and employment agencies services;

· securing scholarships for children education; 

· encouraging employment and self-employment
For persons living in Kosovo and Metohija:
· strengthen institutions for training and employment.
Task 4: Entrepreneur and Self-Employment Development
Encouraging the Development of SMEE is conducted through the Strategy for the Development of Small and Medium Enterprises and Entrepreneurship in the Republic of Serbia 2003-2008, which defines strategic directions for support sustainable, internationally competitive and export-oriented sector of SMEE, which will greatly contribute to the upturn in the economy and opening of new working places. 

Conducting development policy of SMEE was not efficient due to:

· Lack of coordination in conducting certain measures; 
· Lack of sources and adequate ways of ensuring funds which, under favourable conditions, would provide more significant investments in the development of SMEE;

· delayed adoption of new regulations necessary for the creation of favourable business environment;

· lack of efficient mechanism for ensuring the communication at all levels with the aim to support SMEE.

The Plan for stimulating the small and medium enterprises development for 2005-2007 sets up the measures for removing the current restraints for the growth and development of SMEE sector  and creation of the business environment which will secure g business efficiently. In 2006 the priority is given to enhancing and financing enterprises and entrepreneurs who start-up business. 
Measures aimed to enhance SMEE development imply an increase of employment rate in this sector from 51.0% in 2005. to approx. 56.8% in the year 2008, a development of missing instruments for creation and implementation of the adopted policy and a creation of favourable environment for business, growth and development of SMEE sector. For that purpose it is necessary to:

· Establish the SMEE body, which should ensure more efficient coordination in creating and implementing the SMEE’s policy;
· Continue with the regulative reform activities in the fields important for the economy, especially for the SMEE, through further improvement of the analyses of new regulations effects, harmonization of regulations and timely preparation of adequate procedures for implementation; 

· Increase the research and development at all levels, in order to increase creativity and initiatives for introducing new profitable programs, new modern work organization, and introduce and implement IT technologies and e-business in SMEE sector; 

· Adapt the education system with market economy needs and especially with SMEE’s needs;

· Keep up spreading the network of regional agencies and centres for SMEE development, and establish the optimal connection between financial and non-financial support;

· Standardize and rationalize counselling and support services, by specialization in fields which are relevant for business (business planning, innovative entrepreneurship, access to information, education and training, etc.)

· Establish Start-up Fund, with the Ministry of Labour, Employment and Social Affairs, Ministry of Economy and Ministry of Finance; 

· Facilitate the access of SMEE to cheaper capital through special credit lines, especially in less developed regions, and facilitate the access of SMEE to the new markets;

· Media promotion with the aim to strengthen the consciousness of unemployed persons about self-employment and entrepreneurship advantages. 
Key Indicators are:
employment rates – total, of the young, of the long-term unemployed, vulnerable unemployed;

percentage share of the young and long-term unemployed in the total number of unemployed;

participation rates and unemployment rates of the vulnerable groups of the unemployed;
participation rate of particular groups in active measures programs– proportional to the risk of long-term unemployment and social exclusion;

the rate of employment of the participants in active measures programs;
number of new SME start ups, new work places, and people employed there;

work productivity in key sectors and in SME (measured GDP/E).
	Integrated guideline No 18: 



	Promote a lifecycle approach to work through:
· A renewed endeavour to build employment conditions for young people, and to reduce youth unemployment as stipulated by the European Youth Pact.

· Resolute action to increase female participation and reduce gender gaps in employment, unemployment and wage payment.
· Better reconciliation of work and private life and the provision of accessible childcare facilities and care for dependants

· Support for active ageing, including appropriate working conditions, improved health protection at work and adequate incentives to work and discouragement of early retirement

· Introduce modern social protection systems, including pensions and healthcare, ensuring their social adequacy, financial sustainability and responsiveness to changing needs, so as to support participation and better retention in employment and longer working lives.



Serbia’s response:
Support to active ageing through the increase of activity rate, spreading the flexible forms of work and training for raising the knowledge level, as well as support to gender equality through law regulations and improvement of women’s position at the labour market. 
Task 1: Support to active ageing

Support to active ageing is necessary, bearing in mind especially that through the development of market economy and speeding up the process of restructuring, a decrease of employment rate and reducing economic activity of persons older than 50 can be expected.
The ratio between the employed workforce and pensioners is very unfavourable (1.3 :1 in the year 2004 - ODI Employment Fund). Increasing the activity rate of older workers will be important for both the requests of the labour market and the financial sustainability of the pension system. Continuation of the labour market reform should provide an increase in the level of knowledge and skills of these persons, their integration into active job-seeking programs and employment, in part by encouraging the expansion of flexible work forms, which may be more suitable for older workers.

Existing employment support for those older than 50 years of age can be seen in the implementation of the series of measures such as tax and contribution subsidies, and subsidies for re-employment and self-employment. However, the activation of older workers through active job-seeking programs has not yet happened. Compared with younger workers, older workers are less competitive in the open labour market due to a lack of formal qualifications and outdated knowledge. On the other hand, older workers have an advantage in terms both of the quality of life and their working experience. In that respect, the development of the system for certification of knowledge and skills acquired through experience or internal trainings, can be a helpful way to increase the qualification level of older workers, and thus to encourage professional mobility, especially for the redundant. Likewise, the introduction of lifelong learning and its availability to everyone, will enable a continuous updating of knowledge and acquisition of those skills required in the labour market by all workers.

Measures aimed to support active ageing are:
· Spreading the practice of flexible forms of employment which are attractive for older workers, with special emphasis on women;

· Development of a system for certification of acquired knowledge and experiences;

· Better involvement in the programs of active job seeking.
Task 2: Support to gender equality
Support to gender equality is of extreme importance, bearing in mind that a significant part of professional identity is formed on the basis of social influences and social system of values, which in a certain measure is in favour of men. It is the fact that women are less present in entrepreneurship and higher levels of management. Participation and employment rates of men are significantly higher than those of women. The participation of women in the labour market is higher in those jobs requiring lower qualifications and which are less well paid. According to the area of work, during 2001-2005 the sectors with the highest participation of women were the textile and leather industry (85%), health services, pharmacy and social care (83%), commerce (77%), and education (76%). In comparison to that, the share of women in the number of employed in the electrical engineering sector is only 14%. As a result of these factors, in the year 2005 the average income of employed women was 4.2% lower than the average income for all employed. 

In spite of legal provisions on discrimination prohibition, as well as in many other countries, in practice women are still in a less favourable position in the labour market than men. According to the survey done by «Voice of difference » (Group for Promotion of Women’s Political Rights), women in Serbia spend, on average, fifteen days a month (calculated for 8-hour full-time work days) doing housework, while men spend half of it (about 7 work days). It is necessary to use various measures to limit vertical and horizontal gender segregation.

Measures aimed at the gender equality support in terms of work and employment require consistent implementation of the positive legislation and severe punitive measures for its violation, as well as the following:
· Improvement of women’s position and enhancement of their employment in the labour market;

· Better involvement of women into existing programs of active labour market measures.
Key Indicators are:
- Participation rate of women, men and those older than 50, breakdown by gender;

- Employment rate of women, men and those older than 50, breakdown by gender;

- Number of women, men, and those older than 50 (breakdown by gender) included in Active Measures programs
-  Employment percentage of persons involved in active measures programs - women, men and those older than 50, breakdown by gender.
	Integrated Guideline No 19: 




Ensure comprehensiveness of the labour market, make work more attractive and profitable for job seekers, including harder to employ and inactive persons by:
- Active and preventive labour market measures, including early identification of needs, job search assistance, guidance and training as part of individual action plans of the unemployed, securing necessary social services to support the involvement of those farthest away from the labour market and eradication of poverty
- Continual review of the initiatives and disincentives resulting from the tax and benefit systems, including the management and conditionality of benefits as well as  significant reduction of high bordered effective tax rates, notably for those with low incomes, whilst ensuring adequate levels of social protection
- Creation of new jobs in services, notably at local level.
Serbia’s response:
A series of measures with the aim to increase profitability of work and decrease dependability of the unemployed on the aid they receive (financial compensation for the period of unemployment, material security of families etc.). Strategy for poverty reduction in Serbia has shown that 800 000 people, representing 10.6% of total population, received in 2002 an income below the line of poverty, which equals 72$ a month i.e. 2.40$ a day. If an amount of 2.90$ a day would be taken as the poverty line, than approx. 1.6 million of citizens would find themselves below the poverty line.
Task 1: Profitability of work 
The wage level in Serbian economy is formed on the basis of criteria set forth in collective bargaining. The wage policy in the public sector in the period 2000-2005 was directed mainly to a faster wage growth of those employed who until the year of 2000 received unjustified low wages (in education, health and justice), as well as a faster wage growth of the employed with high education. 

Execution of rights to financial compensation is envisaged in such manner that the length of time for which unemployment compensation has been paid, and it ranges from 3 months up to 24 months. The maximum period for receipt of financial compensation is longer than in most EU countries. In 2005 on average, 63, 295 persons a month used their right to financial compensation that is less than 10% of the total registered unemployed.  In the first three months, the financial compensation amount is set to 60% of the wages that an unemployed person received in the last 6 months, preceding the month when insurance seized and 50 % for the rest of the time. The average financial compensation for the unemployed amounted in 2005. to 11.574 dinars (gross), which is 45.36% of the average salary of the employed (25.514 dinars gross), but the payment is delayed for 6 months.

Centres for Social Work have registered about 48.000 households which receive financial compensation, with about 113.000 household members. Due to the lack of adequate databases and exchange of information, there are no data on the number of beneficiaries, registered in NES. 
Measures with the aim to enhance profitability of work include:

· stimulate the unemployed and socially vulnerable to seek job actively;

· re-examining and gradually reducing the rate of tax on wages and the total rate of contributions for social insurance;

· improving the relationship and cooperation between NES and the Centre for Social Work;
· media promotion and strengthening the awareness about the need of employment. 
Task 2: Preventive and active measures of NES 
Preventive and active measures of the NES reduce unemployed people’s dependency on the aid by creating conditions for the unemployed to find new job more quickly. By establishing a system of Active Labour Market Policy Measures, pursuant to the Law, structural unemployment as well as more efficient labour market will be provided through individual job plans, group discussions, job-search clubs, counselling and training for opening new businesses and business management, job fairs etc.
Existing measures include four basic types of program:

1. programs for active job-seeking; 

2. programs for additional education and training;

3. programs for self-employment and re-employment

4. programs for the prevention of redundancies.
Active Measures programs have not been primarily oriented and adapted to individual needs of the unemployed and labour market demands, nor have they been sufficiently linked to the career guidance and counselling activities. 
Despite the fact that active employment measures are bringing results, it is not yet possible to involve bigger number of persons due to an inadequate inflow of funds. In the period 2001-2004 the total number of unemployed included in active measures programs amounted to 4.3% of the total number of unemployed people.
NES Measures (preventive and active) should be based on the adjustment of the level, intensity and type of support aimed at the shortest possible retention on the labour market and reduction of the long-term unemployment risks, through the following activities:
· Involving bigger number of unemployed people into active seeking job programs;
· Involving bigger number of unemployed people into additional education and training programs;

· Involving bigger number of unemployed people into self-employment and new employment programs;

· Organizing public works;

· Introducing a system of value vouchers, which would provide to the unemployed their involvement in different active employment policy programs (training, self-employment, etc.);

· Establishing a system of monitoring and measuring the effect of active measures programs;

· Solving working-legal status of the redundant in enterprises, public enterprises, organizations and institutions before the seizure of the employment relation;

· Active measures oriented towards the redundant.
Key Indicators are:
- Number of unemployed people involved in the active employment measures, by types of the program;

- Employment rate of the persons involved in the active measures programs;
- Number of registered unemployed erased from the records due to failure to search a job actively;
- Number of concluded individual job plans;

- Number of persons involved in the active seeking job programs before and after entering the long-term unemployment;

- Employment rate of persons involved in the active employment measures programs.

	Integrated Guideline No 20 

	Find better ways to meet labour market needs through:
· modernization and strengthening of labour market institutions, notably employment services also with a view to ensuring greater transparency of employment and training opportunities at national and European level

· removing obstacles to mobility for workers throughout EU, within the framework of the treaties

· better anticipation of qualification needs, labour market shortages and bottlenecks
· appropriate management of economic migrations


Serbia’s response:
A series of measures with the aim to find better ways to meet labour market needs and particularly promotions of flexible forms of work and modernization of NES work and further development of employment agencies.
Task 1: Flexible forms of work  
Flexible forms of employment (part-time work, fixed-term work, temporary and occasional work, part-time work for several employers, flexible work time etc.) have a low level of participation in the overall employment in Serbia. Employment flexibility and adaptability is currently much more related to the informal than to formal sector. The goal is that the flexibility and adaptability become key characteristics of the formal labour market in the near future. 

Measures in the process of adaptability of work engagement to the labour market needs imply the following:
· development of further analysis and review of the effectiveness of current legislative regulations linked to this field;

· active promotion of flexible forms of work among employers and the unemployed.
Task 2: Modernization of NES work and development of employment agencies 
Modernization of the NES work and development of employment agencies imply reduction of the volume of administrative activities directed toward realization of other rights and orientation toward professional work with clients – job seekers and employers. Until recently, the NES has had only modest success in carrying out the active employment policy measures. There are significant constraints regarding human, technical and spatial capacities. These constraints mean that the quality of service is lower than it should be. Management and decision-making in the NES is centralized, which makes their work more difficult. In addition, the labour market information system is relatively poorly organised. The methodology for gathering and analysing data within the NES is not really comparable to other sources, making it impossible to combine it with other data to provide an accurate and realistic view of trends in the labour market and an analysis of the effectiveness with which it is functioning. 

In order to directly eliminate these weaknesses in the way in which the NES has functioned in the past, the NES needs to be transformed from a bureaucratic institution for keeping records and administering the compulsory social insurance system to a modern public employment service – that is a service which is focussed on the needs of its clients and is a key instrument for carrying out employment policy. New strategic directions for change have been defined, together with priority goals in compliance with the Government policy of effective labour market development. The priorities set out in the new strategic directions for change are:

· To increase participation in the labour market;

· To conduct the employment policy effectively and efficiently;

· To develop career guidance and counselling;

· To develop a process model of organization and resource management system;

· To develop an information system for self-servicing;
· To establish an effective quality management system;
· To establish management systems based on achievement of agreed goals and objectives.

The possibility of establishing private employment agencies set forth by the Law on employment and unemployment insurance (“Official Gazette of RS” No. 71/03 and 84/04). MoLESP is issuing a working license to private agencies for the period of three years with the option of extension. Up to day, the founded agencies have specialized themselves for providing mediation services in employment in abroad and in country. The Law envisages that NES and agencies jointly agree on code of professional conduct and arrange mutual rights and responsibilities. 
Measures directed to modernization of NES work are aimed to provide four interdependent pillars of a modern public service, namely: 1. orientation towards clients' needs; 2. functional decentralization and process model development; 3. performance measurement; and 4. adequate labour market information system. In order to achieve these goals the following is needed:
· To establish service flow in NES;

· To orient on employers and labour market needs;

· To facilitate realization of the unemployed persons’ rights, which are not linked to carrying out labour market policy by the relevant authorities;

· To decentralize functions within the;

· To improve the information system development;

· To improve the methodology and system of statistical and analytical labour market researches, as well as to provide data comparability with the same data from the national statistics system, ILO and other organizations in accordance with the current standards of EU (VAPES, EUROSTAT);

· To develop co-operation between the NES and employment agencies.
Key Indicators are:
· Number of employed with flexible forms of work;
· Total number of employed helped by mediation of NES;
· Ratio between vacancies and the unemployed;

· Time necessary to provide required profiles of workers according to the records of need with mediation of NES;

· Number of persons having taken part in the programs of active employment measures by type of the program and by NES branch-office;

· Number of employment agencies;

· Number of people employed through employment agencies’ mediation.
	Integrated Guideline No 21

	Promote flexibility in employment and reduce labour market segmentation by:
· the adaptation of employment legislation, reviewing where necessary the different contractual and working time arrangements
· resolving  the issue of undeclared work

· better anticipation and successful implementing of changes, including economic restructuring, notably changes related to start-ups so as to minimise their social costs and facilitate adaptation
· the promotion and dissemination of innovative and adaptable forms of work organisation, with a view to improving quality and productivity, including health and safety
· support for transitions in occupational status, including training, self-employment, business creation and geographic mobility.




Serbia’s response:
A series of measures directed toward reducing informal work, diminishing labour market differences and reintegrating migrant workers.
Task 1: Reduction of informal work  
The share of the informal work is estimated at approximately 30%. Data from the Living Standards Survey from 2003 show that 76% of the working age population was active, but only one third was formally employed. In addition it is estimated that a considerable number of employees work in enterprises where the number of employees is well in excess of the number actually required for the level of production. According to a World Bank survey in 2004, only 25% of enterprises in Serbia had the optimal number of employees and a relatively secure position in the labour market.

Work force mobility in Serbia appears to be above the average for countries in transition and comparable with mobility in more dynamic economies - approximately 40% of the working age population had a different status in the labour market in comparison to the previous year. However, this is not so much the result of dynamic economic growth and efficient functioning of the labour market, but is rather the result of frequent movement between short-term and insecure jobs particularly in the informal economy. This shows that the informal sector creates possibilities for employment, but most often in low-quality jobs, jobs in bad working conditions and without health protection and safety. According to the age structure of the active working population, the biggest difference regarding the share in the formal and informal sector was recorded with younger workers (-14.6%) and those older than 55 years (-13.5%). 
Employment policy measures aimed to reduce informal work are the following:
· Stimulate entrepreneurs and employers to work legally by reducing taxes and social insurance contributions;

· Strengthen the control function of the labour market institutions related to the implementation of legal regulations in the field of employment.

Task 2: Reduction of differences in the labour market 
Labour market in Serbia is featured by obvious differences that can be seen particularly through the unfavourable state of rural regions compared to urban areas, and in the southern parts of the country compared with the north, through a concentration of significant resources in urban centres with Universities... Most regions face significant demographic and social problems, such as high share of older people, high level of hidden unemployment - particularly in those regions where the economic development is based on the mechanical and textile industries and high share of immobile agricultural population. Regarding employment prospects and labour market capacities, regions of Serbia can be classified in three groups: 1. regions with a relatively favourable situation regarding the labour market and employment possibilities; 2. regions with a medium level of risk, and 3. regions with a high level of risk.

The classification of the regions into three regions represents the basis for development and implementation of general and differentiated employment policy adjusted to the specific requirements of each region. Different needs resulted in offering tax relief (profit tax exemptions) to enterprises which invest certain amount of funds into these regions and employ at least 5 workers. Regions like Bor, Majdanpek and Kragujevac have been identified as regions of particular importance for the state and are the subject of special employment policy measures. Employment and the creation of new jobs have been stimulated on the principle of regional differences by NES and Development Fund through regional programs. Reducing of differences and establishing a balance between economic, social, cultural and spatial development possibilities is one of the strategic orientations of Serbia. 

Measures oriented to a reduction of differences in the labour market are:
· Increasing economic competitiveness and strengthening less developed regions;

· Moderating disparities in the labour market by implementation of active labour market measures;

· Strengthening of partnership between the state, local authorities, public and private sector and social partners through planning and implementation of development and employment programs.
Task 3: Migration and reintegration of workers 
Serbia has a big number of migrant workers whose return and reintegration in the labour market of Serbia could stimulate economic growth, specially having in mind their qualifications, acquired knowledge and experiences. 

Measures aimed to reintegrate migrant workers:

· Creating conditions in Serbia for reintegration, labour and other engagement of returnees and their family members from working and living abroad, particularly young and professionals;

· Engagement of migrant workers and their family members from working and living abroad in Serbia’s development.

Key Indicators are:
· Regular assessment of the size of the informal economy;
· Reduction of informal work share;

· Regional risk index;
· Estimates of sectoral and regional share of GDP;
· Regular statistics and analysis of unemployment at regional and local level.
	Integrated Guideline No 22

	When creating wages, pay special attention to: role of social partners, productivity difference, movement in labour market at regional and sectoral level, through: 
· encouraging social partners to set the right framework for wage-bargaining in order to reflect productivity and labour market challenges at all relevant levels, to avoid gender pay gaps;

· reviewing the impact on employment of non-wage labour costs and where appropriate adjusting their structure and level, especially to reduce the tax burden on the low paid.




Serbia’s response:
A series of measures directed toward increasing wages and work productivity.
Task 1: Wages and Productivity
Tax policy reforms resulted in tax reduction at the level comparable with EU countries. If taxes on wages are added to compulsory social insurance contribution expenses, the price of work in Serbia is not lower than the one in EU countries. Total tax rate (14.0%) and contributions for compulsory social insurance (35.8%) amount  to 49.8% while in 15 EU countries that percentage is on average 37.8%. Serbia’s fiscal policy goal is to reduce rates of tax on wages and contributions for compulsory social insurance.

In the period 2001-2004 the average growth in real wages was considerably faster (17.6% per annum) than the productivity growth (5.7% per annum). The growth in real wages has slowed considerably and in 2005 the growth of the average real wage was 6.4%, which is in line with the productivity growth level. A relatively high level of correlation exists between wage levels and levels of professional education. Nevertheless, the differential between the average net wages of employees with higher education and non-qualified workers is very small. In spite of this differential slowly widening in recent years, it is still relatively small and provides insufficient incentive for employees with higher education level to increase their creativity and productivity. 

Measures aimed to increase wages and work productivity are the following:
· Adjustment of average wage with productivity growth through social dialogue;

· Enhancing social dialogue to stimulate productivity growth through the increase of wage level.

Key Indicators are:
· The average wage level by educational attainment, in total and by regions
· Productivity growth rate
· Decrease rates of tax on wages and contributions for compulsory social insurance.
	Guideline No 23

	Increase and improve investments in human capital, through:
· Inclusive education and training policies for all and action to facilitate significantly access to initial vocational, secondary and higher education, including apprenticeships and entrepreneur training 

· significantly reducing the number of early school leavers

· efficient life long learning strategies open to all schools, business, public authorities and households according to European agreements including appropriate incentives and cost sharing mechanisms, with a view to enhancing participation in continuous and work place training throughout the life cycle, especially among the low skilled and older workers

	Integrated Guideline No 24

	Adapt education and training systems to new labour market requirements by:

· Raising and ensuring the attractiveness, openness and quality standards of education and training, broadening the supply of education and training opportunities and ensuring flexible learning forms and enlarging mobility of students and persons included in training programs
· Facilitating and enabling different access for all to education and training and to knowledge by means of introducing flexible working time, family support services, vocational guidance and, if appropriate, new forms of cost sharing

· responding to new occupational needs, key competences, and future skill requirements by improving the definition and transparency of qualifications, their effective recognition and the validation of non-formal and informal learning




Serbia’s response to integrated guidelines 23 and 24:
A series of measures directed toward increasing investment in human capital development and life long learning as well as set forth occupational and competence standards for the education and training system of adults. Flexible work organization requires flexible labour force. Efficient education and life long learning system can have the biggest impact on that type of flexibility. In the broadest sense, education should be characterized by overarching and eliminating traditional boundaries between academic and technical vocational knowledge, formal and informal education, vocational education, training etc. 
Task 1: Increasing the investment in the development of human capital and life long learning 
Instead of linear professional development and engagement in a single occupation, changing jobs and occupations several times in one’s active life, is increasingly required by the modern labour market. This in turn demands the development of new services in the field of career guidance and counselling, turning away from the tradition-oriented selection of occupations and towards a greater focus on the development of employability skills and support for successful planning and transitions in career development. In developed countries a proportion of the growth in productivity and GDP is directly related to their growth in human capital and investment in labour force competitiveness.
In terms of educational attainment, the labour force in Serbia potentially has considerable strength. More than 60% have completed secondary education while more than 14% have education beyond that level. Despite falling behind in terms of keeping up with technological developments and low levels of investment in development and training, better qualified employees are much more likely to find and maintain a job. Unemployment data by educational attainment show clearly that the unemployed who lack qualifications have a considerably higher unemployment rate. According to the LFS, the unemployment rate of persons with incomplete primary education is 38.41%, but the unemployment rate for those with higher levels of education is much lower: 19.10% for those with secondary education, and 7.45% for those with levels higher than this. However, despite the formal education attainment structure of the labour force being broadly satisfactory, a considerable number of the unemployed with secondary, higher and high education lack adequate competences and skills necessary to perform work appropriate to the level of the qualifications they have acquired.

Attempts to reform secondary vocational education to develop a curiculum based on modular principles and standards of occupational competence have so far failed to provide the desired results. Further development of secondary vocational education should be directed away from early specialization and towards the acquisition of general vocational knowledge and skills with the possibility of a flexible choice of vocational specialisation in the final grade of secondary school and  in post-secondary education (except for manual trades).

One of the most important problems for the labour market in Serbia is the “brain drain”, resulting in a considerable reductions of the potential for economic development. Furthermore, wage differences between non-qualified and high-qualified persons are very small, causing a negative impact on motivation for further learning and trainig and thereby productivity.

Despite vociferous declarations about the importance of the concept of life long learning, the education of adults has not yet become a significant part of education policy and it is difficult to talk about the integration of formal and informal education. Adult  education is excluded from the education system, and the financing of adult qualifications is in practice largely reduced to activities of the NES in the field additional education and training. 

There are major constraints on the successful development of a strategy for the improvement of human capital in Serbia. In particular a lack of adequate, or in some cases non-existant, occupational standards and a lack of the necessary institutional infrastructure are currently obstacles to the successful development of life long learning and a more flexible approach to learning and education.

Measures needed to be carried out in order to improve investment in human capital are as follows:
· Human resource development and management;

· Innovation of national occupational classification system (NOC);
· Development of the national qualification framework (NQF); 

· Development of standards of adult learning and education and certification of acquired knowledge.
Key Indicators are:
· Number of adults involved in additional education and training programs and their effects;
· Number of persons with completed secondary education;
· Number of early school leavers;
· Number of persons involved in the lifetime learning process.
Chapter 5

GOVERNANCE OF EMPLOYMENT POLICY DEVELOPMENT
5.1 
Ownership and management of NEAP

One of the most important conditions for successful implementation of NEAP measures and activities is full participation of all institutions and partners related to its adoption and implementation at national, regional and local level. Not only MOLESP and NES, as the relevant institutions, should have the ownership over NEAP, but also the Government and other governmental institutions, social partners, non-governmental organizations and other relevant actors in this field. 

5.2       Social dialogue
Key role in following the implementation and results achievement of NEAP is given to the Government, which in Serbia is dedicated to the social partnership development. Role of social partnership and social dialogue is established in a number of laws related to economic and social issues. The legal framework confirms the credibility of certain bodies as representative bodies, defines both their rights and their obligations, which is the basis for a constructive and fruitful social dialogue and establishment of social partnership, necessary for putting the National Employment Strategy and NEAP into practice. Regulations which define this are as follows:

· The Labour Law (“Official Gazette of RS” No. 24/05 and 61/05), 

· The Law on Employment and unemployment insurance,

· The Law on the Socio-Economic Council (“Official Gazette of RS” No. 125/045). 


The main social partners identified within this legal framework are:

· Trades Unions: which, according to the Law, fulfil representative conditions (Confederation of Autonomous Trade Unions of Serbia and Trade Union Confederation “Independence”, which together organise approx. 700.000 employed people, etc.), 

· Employers: which, according to the Law, fulfil representative conditions (Employers Union of Serbia, which has a membership of more than 10% of the employers covering more than 15% of the total number of employees, etc.). 

The legal framework provides for the formation of a number of tripartite bodies and defines the scope of their operation. At the national level, a number of such bodies have already been established and begun operation. These include The Socio-economic Council, The Pension Fund Managing Board, The NES Managing Board, The Employment Council and The Education Council. The Socio-economic Councils and Employment Councils are formed at the Local Self-Government level as well. Tripartite and working bodies have, primarily, an advisory role, but their opinions, statements and proposals are extremely important because, in addition to representatives of all social partners, a wide range of experts in relevant fields participate in their work.   
Socio–economic Councils, from the national to the local level, represent the basic institutional framework of social dialogue, i.e. of establishment of social partnership. In practice to date, the social dialogue within these bodies, especially at the national level, has been more theoretical than practical. The social partners exchanged their opinions and harmonized standpoints regarding particular issues of joint interest through debates within the Socio-Economic Council of the Republic and in the local level Councils. In addition, they are a helpful forum for the conclusion of agreements and protocols on cooperation and joint actions between respective social partners. Although representative Unions and Employers Associations participate in debates on issues of general policy (strategies, development programs and plans, legal working and social protection of workers etc.), these relations and negotiations still have not reached the level of developed social dialogue regarding key development issues. In this respect mutual appreciation and tolerance would contribute to more successful solutions to policy problems and a greater sense of common “ownership” of policies by all social partners, which, in turn, would lead to better results in practice. 

The next concrete step for the practical establishment of the social dialogue is seen as the conclusion of the Social Employment and Development Pact, between the Government and representative social partners as one of the key pillars of a sustainable and rational economic development and transition towards a modern, European and socially responsible market economy. This will help set up the methods and ways of harmonising interests and fulfilling obligations, concretise the obligations and tasks of all the signers of the Social Pact, with the goal of establishing joint objectives and measures on putting into practice the National Employment Strategy and NEAP, as well as other relevant strategic documents. The implementation of these strategies and plans needs to lead in practice to improvements in the productivity of employment and to a gradual reduction in unemployment rate, i.e. to the effective implementation of the priorities set out in the NEAP. 

Measures aimed to stimulate social dialogue through social partnership strengthening in the function of strategic documents realization, are implemented through: 
· Higher grade of engagement and taking concrete actions in existing tripartite and working bodies, as well as creation of new bodies, especially at local level;  

· Organising thematic debates (round tables, tribunes....) regarding the most critical problems in the area of unemployment and employment (informal economy, self-employment...); 

· Participating in joint projects aiming at increasing employment, especially in projects oriented to regional development;

· Organising specific ways of self-employment in the framework of program activities of certain social partners (for example social cooperatives – within the union’s organisation) and supporting concrete activities of other social partners; 

· Adopting of joint statements and conclusions related to issues concerning employment and labour market reform as well as their promotion among their membership and organisations; 

· Participation in implementing and following NEAP;

· Cooperation with other organisations and institutions dealing with unemployment and employment issues (youth, persons with special needs, Roma, refugees, displaced persons...);

· Development of the social dialogue at the level of enterprises through implementation and constant promotion of collective bargaining and conclusion of collective agreements, from general through special (branch and regional) to collective agreements with the employers.
Chapter 6

FINANCING

Pursuant to the Law, upon the recommendation made by the MOLESP, the Government brings the program of active employment policy for the current year, with previously obtained opinion of Socio-Economic Council. The Program is carried out by NES, and it is financed from:
· the budget of the Republic of Serbia, 

· resources of territorial autonomy and local self-governance, and

· resources from gifts, donations, legacy, credits, interest and other resources in accordance with the Law.

Active employment policy programs and measures can also be financed from the contributions and other resources of NES. Employers, i.e. their associations, can also participate in providing part of the resources for conducting the programs. 

1.3 billion of dinars have been provided as the resources for active labour market policy measures for 2006. Resources for active measures make 0.07% from the national GDP, and passive measures 0.074%. Allocation of funds for active measures are ten times lower than in developed countries, thus it is necessary to increase participation of the resources for active employment measures for the future years to achieve better effects of the active measures.
	PROGRAM
	No. of participants
	Funds,

dinars

	1
	JOB FAIRS
	36.000
	3.000.000,00

	2
	ACTIVE JOB SEARCH 
	39.750
	2.180.000,00

	3
	FURTHER EDUCATION AND TRAINING PROGRAMS
	12.834
	400.000.000,00

	3.1.
	FUNCTIONAL BASIC EDUCATION FOR ADULTS
	140
	350.000,00

	3.2.
	APPRENTICES AND VOLUNTEERS 
	6.135
	263.788.992,00

	3.3.
	COFINANCING OF POST GRADUATES
	250
	21.600.008,00

	3.4.
	TRAININGS
	6.309
	114.261.000,00

	4
	ENTREPRENEURSHIP DEVELOPMENT AND EMPLOYMENT PROGRAMS 
	8.250
	768.820.000,00

	4.1.
	TRANSFERRED OBLIGATIONS
	
	4.000.000,00

	4.2.
	TRAINING COURSES FOR ENTREPRENEURS
	1.350
	4.000.000,00

	4.3.
	SUBSIDIES FOR SELF-EMPLOYMENT
	2.000
	250.000.000,00

	4.4.
	SUBSIDIES FOR NEW EMPLOYMENT
	2.200
	201.780.000,00

	4.5.
	REGIONAL PROGRAMS
	2.500
	225.000.000,00

	4.6.
	EMPLOYMENT OF PERSONS WITH DISABILITY
	200
	48.000.000,00

	4.7.
	PROMOTING EMPLOYMENT OF GROUPS IN RISK 
	 
	36.040.000,00

	5
	PUBLIC WORKS *
	3.000 
	100.000.000,00

	6
	PARTICIPATION IN IMPLEMENTATION OF PROJECTS *
	 
	26.000.000,00

	TOTAL FUNDS FOR ACTIVE EMPLOYMENT POLICY 
	99.834
	1.300.000.000,00

(+20.000.000,00 donations)


* Detailed methodology for the realisation of public works programme and participation in projects implementation will be defined by  the relevant Ministry of Labour, Employment and Social Policy during 2006. 

Projections of needs for carrying out active employment measures for the period 2007-2008
	
	MEASURES
	2007
	2008

	
	
	No. beneficiaries
	Resources amount
	No. beneficiaries
	Resources amount

	1
	Job fairs
	37.800
	5.520.000
	55.000
	8.050.000

	2
	Active job seeking
	41.700
	4.080.000
	60.000
	5.950.000

	3
	Further education and training programs
	13.500
	738.480.000
	21.500
	1.076.950.000

	4
	Entrepreneurship development and programs
	16.500
	1.467.360.000
	24.000
	2.139.900.000

	5
	Promoting employment of risk groups
	
	160.000.000
	3.000
	200.000.000

	6
	Public works
	4.000
	184.560.000
	5.000
	269.150.000

	7
	Private agencies
	
	100.000.000
	
	100.000.000

	8
	Total 
	113.500
	2.500.000.000
	168.500
	3.600.000.000


Conclusion

It is necessary to support a broad partnership for the successful conducting of labour market reforms because the end result of the mentioned measures will depend on the overall economic environment and relevant participants’ activities. The Government and relevant Ministries should provide establishment of institutional framework, the features of which would correspond to contemporary market economy.
Along with new tendencies in labour market and employment field it is of utmost importance to initiate changes in other fields as well, in the view of adopting key laws and strategic documents for certain fields, as well as to recommend and conduct complementary programs among ministries and other institutions. 

In NEAP Annex deadlines and responsibilities of all activity holders have been defined. Established indicators have the role of assessing the effects of success and monitoring results. It also includes the review of regulations and strategic documents whose adoption is a precondition for creation of environment for more effective and successful carrying out of NEAP.
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