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Western Balkan countries remain among the poorest
in Europe
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Lagging economic growth has led to a
persistent jobs challenge
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An aging population urgently requires boosting 
productivity
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Realizing opportunities from the demographic dividends 
will depend on good policies

5

More people 
in working 
age

More 
workers

More 
production

More 
disposable 
income to 
save

First dividend Second dividend

Accumulati
on of 
human and 
physical 
capital 

Permanent 
increase in 
output per capita

Total dependency 
ratio

Time

Western Balkans



The demographic transition amplifies the impacts of 
good but also bad policies
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Human capital is essential for growth, good jobs and 
poverty reduction

• A healthy, skillful population helps handling increasingly complex and 

competitive production processes

• Quality human capital also helps the poor escape poverty through better 

jobs:

 One additional year of schooling increases earnings by 9 percent

 Inclusive and cost-effective health systems support productive lives and 

avoid impoverishment from health shocks

 Effective social protection systems protect people and promote 

employment
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Human Development begins in the womb:
The importance of ECD
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Education systems that fail students
in the labor market

High functional illiteracy rates

21.9

33.1

41.9
50.3

54.6

70.7
76.9

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

Pe
rc

en
ta

ge
 o

f 
st

u
d

en
ts

OECD Average = 20.1 percent 

10
Percentage of 15 year-olds who are functionally illiterate, scoring '"below level 2“ on PISA Reading Test (PISA 2015 and 2012)



Health systems that impoverish people and
fail to address new diseases

High Out-of-Pocket health expenditures

PAK

MDA

NIC

NGA

TON

MMR

AGO

VNM
LAO

IND

TLS

SLV

GTM

GUY

MARPHL

SWZ

UKR

JAMJOR

ARM

PRY

NAM

GEO

EGY

ECU
TUN

IDN

LKAMNG

PER

ZAF

COL

LBN
DZABRA

DOM

CHN

CRI

IRQ

BWA

AZE

THA

GAB

MEX

BGR

ARG

IRN

MUS

URY

PAN

HRV

CHL

ROU

KAZ
GRCRUS

LVA

TUR

SYC

HUN

MYS

POL
PRT

TTO

EST

LTU

SVK

SVN

CYP

CZE

ISRESPITA

KOR

NZL

MLT

OMNFRA

JPNGBR

FIN
BEL

BHR

CAN

AUS

DEU

AUTISL
DNKSWE

NLD
SAU

KOSBIH

ALB

MKD
SRB

MNE

0
2

0
4

0
6

0
8

0

O
u
t 
o

f 
P

o
c
k
e

t 
H

e
a
lt
h

 E
x
p

e
n

d
it
u

re
s

(%
 H

e
a

lt
h
 E

x
p
e

n
d

it
u
re

s
)

5000 10000 20000 50000

GDP per Capita PPP (2017)

GDP-Adjusted Average EU Average

WHO Recommended Threshold

11



Health systems that impoverish people and
fail to address new diseases

Rising prevalence of NCDs
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Out of focus social assistance

High social assistance spending does not necessarily reach the poor
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A persistent inclusion challenge (1/2)

Disparities in learning outcomes persist along gender, location, and income groups

Girls: 418

Rural: 373 Urban: 403

Poorest: 359 Richest: 432 

1.5 years of schooling

1 years of schooling

over 2 years of schooling

Boys: 374

The inclusion agenda is also a growth agenda
In Serbia, by 2030 close to 30% of new workers will include individuals from vulnerable and minority 

backgrounds
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A persistent inclusion challenge (2/2)

Education outcomes for vulnerable Roma are dismally low
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An Urgent Need for More and Better Investments
in Human Capital (1/3)

• In education, there is a need to improve quality, relevance, and inclusion:

 In the early ages, access to quality childcare needs to be expanded – with 

priority to children from poor and vulnerable backgrounds

 In basic education, teacher and curriculum reforms and better school 

management would help students acquire solid foundational skills

 In TVET and higher education, ensuring quality certification and 

accreditation and closer links with the private sector could boost the labor 

market relevance of the training

 There is also a need to more carefully monitor student performance and 

outcomes at all levels, and better support poor and vulnerable students
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An Urgent Need for More and Better Investments
in Human Capital (2/3)

• In health, reforms should address the lifelong consequences of poor ECD, the rise of 

NCDs, and excessive out-of-pocket health expenditures:

 Reproductive health and antenatal/children care services are in need of a 

quality boost

 Health care needs to adapt to aging populations and the rise of NCDs

 Primary care should be enhanced and expanded into the places where 

people live and work

 Health insurance systems need to be broadened and optimized to reduce 

out-of-pocket spending, in particular among poorer households
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An Urgent Need for More and Better Investments
in Human Capital (3/3)

• Social assistance should focus on alleviating poverty, improving the employability 

of the poor and provide effective support throughout the lifecycle:

 Social assistance must be refocused to address actual needs, rather than 

covering broad categories of beneficiaries independent from needs

 Social assistance should not only support the poor but also promote the 

acquisition of human capital and the employability of the poor

 Programs and case management can also be better integrated: only two 

Western Balkan countries have a well-established social registry
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Where do we stand?
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Thank you

Western Balkans

Regular Economic Report # 15

www.worldbank.org/eca/wbrer/
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