
Policy
Brief 20

Author: Amar Numanović

March, 2016

1. IntroductIon

Slow economic recovery, poor macro-
economic performance, and inadequate 
economic management in the post-war, 
transitional period - additionally aggravated 
by the influences of the financial crisis from 
2008 - have resulted in a continuously high 
unemployment rate,1 a large part of the 
working-age population excluded from the 
labor market,2 and, consequentially, a high 
poverty rate in Bosnia and Herzegovina 
(BiH), as well as further complications in the 
problem of social exclusion.3 According to 
data from 2011, 17.9% of the BiH popula-
tion lives in relative poverty, 8% lives on the 
verge4 of relative poverty,5 while it is esti-
mated that 23.4% of citizens6 live in abso-
lute poverty.7 Moreover, some estimates 
suggest that around 58% of the population8 
is at risk of poverty and social exclusion. 

despite the poor labor market indicators, 
high poverty rates, and a large number 
of persons in social need, the BiH social 
protection system is inefficient and insuffi-
ciently developed. Present analyses point 
to three basic sets of problems in the social 

assistance system in BiH: (1) fiscal unsus-
tainability, (2) low efficacy, and (3) inequali-
ties in the access to social assistance. 

Overall expenditures on social protection9 
in BiH constituted 17.1% of gross domestic 
product (GdP) in 2011.10 Around 4% of 
GdP11 was spent on those social transfers 
that are not based on insurance (perma-
nent social assistance, assistance to fami-
lies with children, assistance to persons 
with non-war-related disability, assistance 
to civil war victims, and assistance to the 
veteran population and similar catego-
ries).12 While some authors claim that 
this is due to high expenditure shares for 
social protection in the total GDP,13 others 
claim that BiH, in a comparative perspec-
tive, belongs to the group of countries of 
moderate consumers.14 Even though there 
is no complete consensus on whether the 
existing expenditures on these transfers 
are excessive, many analyses warn that the 
existing level of expenditures is not fiscally 
sustainable while, on the other hand, the 
present social assistance scheme does not 
yield the necessary social and  economic 
impact.15 However, it is necessary to keep 
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existing social protection system in the direction of creating a basis for the realization of 
its inclusive functions and the implementation of active social policies.
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in mind that around ¼ of social assistance 
expenditures in BiH are targeted at the 
poor and socially excluded, whereas the 
rest is spent on status-based benefits for 
the veteran population and their families.16 
therefore, it is correct to claim that the 
effective expenditure on social assistance in 
BiH17 amounts to 1% of GdP.18

The inefficiency of the existing social assis-
tance system is primarily reflected in its 
allocational and functional efficiency. 
In other words, the benefits from the 
social assistance program are not well 
programmed and targeted, with a low rate 
of scope of coverage, while, at the same 
time, their average amounts are insuffi-
cient for the recipients to overcome their 
poverty. Bearing in mind the significant 
amount of cash transfers which are not 
means-tested,19 only 18% of funds from the 
social assistance system goes to the quin-
tile of the most poverty-stricken popula-
tion, which means that BiH is among the 
countries with the most poorly targeted 
social assistance benefits.20 Moreover, civil 
benefits (especially the cash benefits for 
the poor and the child care programs) are 
low,21 while the average amount of social 
benefits amounts to only around 1/5 of 
the minimum wage in BiH,22 which does 
not guarantee the minimum necessary 
for living. It also fails to contribute to the 
decrease of poverty or prevent intergener-
ational transmission of poverty. 

Finally, the existing social assistance system 
produces inequalities among its users 
based on their place of residence (terri-
torial inequalities) and based upon the 
social category to which the user belongs 
(status-based, i.e. category-based inequal-
ities). Apart from significant criteria-based 
differences, the volume and profusion of 
social benefits among entities, inequalities 
which are a result of differently regulated 
social assistance systems on the cantonal 
level in FBiH represent a specific problem. 
As the amounts for permanent finan-
cial assistance for families vary between 
cantons, certain social services do not 
exist in some of them.23 The inequalities 
 between different categories of social assis-

tance  users represent a problem as well, 
wherein the most significant differences 
are those in criteria and amounts of bene-
fits between users with war-related and 
users with non-war-related disabilities. In 
that way, for instance, the maximum social 
benefits which a person with a non-war 
related disability receives, is around five 
times lower than the maximum benefit a 
person with a war-related disability with 
the same level of disability can get, and 
they are lower than the benefits acquired 
by civil war victims.24

Nevertheless, the problem of insufficient 
coordination and integration of social poli-
cies with labor market policies, i.e. the 
insufficiently developed activation compo-
nent of social measures, is what is largely 
neglected in present discussions on disad-
vantages and possible social protection 
system reforms. Even though this question 
reached the decision-makers’ agenda long 
ago in the European union (Eu), debates 
on the social protection system in BiH 
have mainly revolved around the above 
mentioned three sets of problems.  There-
fore, the underlying goal of this paper is to 
present the existing EU policies and trends 
in the field of social policies, remaining 
specifically focused on the dimension of 
the activation of these policies, and to 
analyze the existing state and institutional 
framework of BiH in this context. Based on 
the deficiencies identified, several recom-
mendations are given with the goal of 
advancing the existing social protection 
system in the direction of creating a basis 
for the realization of its inclusive functions 
and the implementation of active social 
policies.

2. PolIcIES And trEndS of tHE 
EuroPEAn unIon In tHE SocIAl 
PolIcIES fIEld: tHE PArAdIGM of 
tHE ActIvE WElfArE StAtE 

In the mid-1990s, there was a signifi-
cant change of discourse on social protec-
tion in the EU. In an attempt to answer 
internal challenges of the EU at the time, 
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the first steps towards the “activation” 
of  social policies were made, in order to 
make  policies employment-friendly and 
with a significant productive factor.25 these 
challenges included the consolidation of 
European economic and social space and 
mobility of the workforce inside the Eu, 
the financial sustainability of the social 
protection system of the member coun-
tries, a transformation in the nature of 
work, a need for a higher flexibilization of 
employment, the demographic aging of 
the population, etc. Essentially, the new 
approach was based upon higher integra-
tion of social policies and labor market poli-
cies in order to ensure a better transfer 
between the social protection systems and 
the formal labor market, with a simulta-
neous strengthening and advancement of 
social institutions and services. This was 
an attempt to create preconditions for the 
development of an active welfare state. 

during the 2000s (the so-called “lisbon 
decade”), the framework for policies of an 
active approach to the fight against unem-
ployment, social exclusion, and poverty, 
was bolstered, based on the synergy of 
social assistance measures, social services, 
and active labor market policies. Namely, 
via the lisbon Strategy of March 2000, the 
European council envisaged the modern-
ization of the social model through invest-
ment in human capital and development 
of an active welfare state26 as one of the 
strategic goals of the Eu. this promoted 
a more comprehensive, active, and long-
term approach to social policies, and the 
fight against unemployment and poverty.

In 2008, as per the strategic goals of the 
lisbon Strategy, the European commission 
offered the member states recommenda-
tions on the active inclusion of persons 
excluded from the labor market. In this 
manner, the Eu encouraged the member 
states to adopt and implement strate-
gies and policies of active inclusion based 
upon the synergy of three pillars of social 
policies:27

1. Proper minimal incomes: member coun-
tries should recognize and implement the 

right of a person to adequate  resources 
and social assistance as part of integral and 
consistent policies in the fight against social 
exclusion, with simultaneous support for 
their (re)integration into the labor market. 
these incomes, among other things, also 
imply so-called in-work benefits with 
which “in-work poverty” is intended to be 
decreased. 

2. Inclusive labor market: member coun-
tries must offer support to working-age 
persons in order for them to become or 
remain employed in a place which best 
suits their working capacities. Special 
attention is also given to the enhancement 
of job quality, institutionally dealing with 
the problem of labor market segmenta-
tion, stimulation and financial employment 
support, and the removal of barriers and 
destimulative factors for entrance into the 
formal labor market. 

3. Access to high quality services: member 
countries should ensure adequate social 
supports to those for whom it is vital, 
with the goal of promotion of social and 
economic inclusion, i.e. support of active 
social participation. Emphasis is put on the 
accessibility and equal availability of social 
services for all those for whom they are 
necessary.28

the guiding idea of these recommen-
dations is the belief that existing socio-
economic problems – especially poverty 
and unemployment, which implies the 
amendment of social benefits with active 
labor market measures and ensuring 
access to social services29 – must be 
answered with an integral set of large-
scale social measures and policies. With 
such an approach,30 the effect of “locking 
into” social assistance is reduced, i.e. 
exiting the state of social need is encour-
aged. Since this promotes involvement in 
the formal labor market and, ultimately, 
also long-term investment in human 
potential,31 a higher level of human capital 
is achieved. 

Principles and decisions on an active social 
state are also confirmed by the  strategic 
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goals of the Eu for the period 2010–2020 
with the established Europe 2020  strategy32 
in which, led by the assumed model and 
principles of flexicurity33 and a social 
market economy for the 21st  century, inclu-
sive growth represents one of the three 
basic pillars of Eu strategic economic and 
social development. the principles of 
social investment,34 investing in the devel-
opment of human potentials, moderniza-
tion and inclusiveness of the labor market, 
and modernization of the social protection 
system with the goal of increasing employ-
ment, combatting poverty, strengthening 
social cohesion, and increasing the compet-
itiveness of the European economy, are all 
reiterated by this strategy.

To put it briefly, the existing standards and 
trends in the domain of Eu social poli-
cies are oriented towards the develop-
ment of active social policies, complemen-
tary labor market policies, with a simulta-
neous strengthening of social rights and 
institutions and long-term investing in 
human potentials. The aim is to achieve 
the highest possible fluidity towards formal 
labor markets and to ensure a higher level 
of economic independence and social 
inclusion of those in need.

3. tHE condItIon And 
PErSPEctIvES of ActIvE 
SocIAl PolIcIES In BoSnIA And 
HErzEGovInA 

Strategic commitment of BiH in the 
domain of social policy follows interna-
tional trends and standards to a certain 
extent.35 Therefore, one of the six priority 
strategic goals in the Strategy of develop-
ment of BiH 2010-2013 was the “increase 
of social inclusion, increasing the partici-
pation of the inactive, discouraged popula-
tion and a reintegration into social life, the 
labor market, and creating equal oppor-
tunities for this.”36 In line with this stra-
tegic commitment, the draft of the never 
adopted Strategy of Social Inclusion BiH 
2010-2013, wherein the primary focus 
would be on the offering of support and 

development of knowledge and skills to 
the persons on their way to employment 
and economic independence.37 In that 
way, employment was recognized as a 
number one pillar of social inclusion and 
active social protection and an integral 
part of the social protection system.38 the 
Employment Strategy of BiH 2010-2014 
also complemented this strategic orienta-
tion. Its primary aim was to promote social 
inclusion and inclusive growth, wherein 
one of the main levers for the accomplish-
ment of this goal is the development of 
efficient active labor market measures and 
the “activation” of passive interventions 
in the labor market in order to stimulate 
active job searches.39 therefore, it can be 
concluded that the labor market policies in 
BiH as set out by this Strategy are aligned 
with “the approach from the European 
Employment Strategy by which active poli-
cies of inclusion are supported.”40

Despite the strategic appropriations and 
goals defined by these strategic docu-
ments, which, as mentioned, follow the 
policies and standards of the Eu to a 
certain extent, an adequate institutional 
environment which would create the basis 
for the “activation” of social policies, i.e. its 
integration with labor market policies, was 
not developed in the last period. With that 
in mind, the potentials of this approach 
were left unrealized, while the focus was 
kept on a passive approach to social and 
labor market policies. Moreover, even 
though a reform of the social protection 
system was planned by the current reform 
proposals and measures, as defined by the 
reform Agenda for Bosnia and Herzegovina 
2015-201841 and the BiH Economic reform 
Programme 2016-2018,42 this issue was not 
given significant attention. 

Even though it is possible to identify a set 
of disadvantages in the existing social poli-
cies in BiH, we will be focusing here only on 
a few which are significant to the domain 
of the activation and inclusion of the 
social assistance users in the labor market, 
which should be addressed in the future 
social protection system and labor market 
reforms. 
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3.1. Underdeveloped Active Labor Market 
Policies 

Active labor market policies43 play a signif-
icant role in the decrease of unemploy-
ment, especially long-term unemployment 
which these policies are aimed at eradi-
cating. They also have a significant inclusive 
function and potential. However, they are 
developed only in a rudimentary form in 
BiH, and are mainly implemented as subsi-
dized employment programs.44

Public expenditure on active labor market 
policies is low and in the year 2015 it 
amounted to 0.15% of GdP,45 whereas the 
Eu28 countries spent on average 0.45% of 
GDP on active labor market measures in 
2011.46 Apart from that, the existing prior-
itization of the expenditures intended for 
labor market policies focuses on passive 
measures and the financing of administra-
tive expenditures, whereas active measures 
usually have a tertiary significance and are 
financed from what is left over.47

The scope and targeting of the users with 
active employment measures are also insuf-
ficient. In 2015, only 2.45% of the unem-
ployed were included in active employ-
ment measures, wherein less than 1/5 
out of the total number of participants in 
these programs were involved in programs 
of continuing education and training.48 
Instead, as in previous years, the accent 
was put on financing employment and job 
creation.49 furthermore, when it comes 
to targeting, most of the target groups for 
programs of co-financed employment are 
highly educated young people, who belong 
to the more easily employable categories, 
with a higher chance of including them in 
the formal labor market.50

The program orientation and the port-
folio of current employment policies are 
focused on the subsidizing of new employ-
ment.51 Even though the training programs 
have an outstanding significance in the 
context of structural and long-term unem-
ployment, as well as the inclusion of social 
service users, the program-related and 
institutional capacities for education and 

training within the framework of active 
labor market policies (AlMPs) in BiH are 
not sufficiently developed. Currently in BiH, 
there are only two centers for professional 
training, and their status is not systemically 
resolved.52

Finally, active labor market policies are 
not sufficiently coordinated with the social 
protection system and, in that sense, the 
transfer between these two systems is still 
not satisfactory. Even though, in a certain 
sense, there are AlMPs designed for the 
less employable and vulnerable catego-
ries,53 there is no strategic and long-term 
approach to the activation of social protec-
tion beneficiaries aimed at their training 
and inclusion into the labor market. 

3.2. Destimulation of Entering into the 
Formal Labor Market 

Present debates and analyses of the 
existing social protection system in BiH 
warn that the amount and character of 
status-based benefits (more precisely, 
veteran benefits) have a destimulating 
effect on active job searches and bolster 
the “gray economy” since, these are bene-
fits that tend to target the working-age 
population who are not necessarily in 
great social need.54 on the other hand, not 
enough attention is paid to the destim-
ulating effects of existing social assis-
tance schemes on the inclusion of those in 
social need into the formal labor market, 
i.e. those who receive benefits which are 
means-tested.

Namely, social benefits in BiH are 
extremely low and insufficient for a house-
hold to overcome poverty.55 Having in mind 
the average net salaries in the entities,56 
the monthly income from social benefits 
is extremely low and, if not bolstered by 
other earnings, is entirely insufficient to 
ensure the minimal existential needs of a 
person or a family.57

nevertheless, the current legal framework 
imposes a loss of rights to social benefits or 
a reduction of the amount for those house-
holds who make additional earnings on the 
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side, if these earnings exceed the limit of 
the social benefit income, depending upon 
whether it is means-tested. taking into 
consideration that the categories of social 
assistance users – bearing in mind that 
the socially excluded and hardly employ-
able categories are often of low  working 
capability, low levels of  qualification and 
long-term unemployment – very often do 
not have the possibility to find better paid 
jobs, this kind of legal framework destimu-
lates entirely or partially their inclusion in 
the labor market and engagement in part-
time jobs. Therefore, the existing system 
contributes to people being “locked into” 
poverty and social need and leads to them 
working in the informal labor market. 

As a response to similar problems, many 
countries are aiming to develop the most 
efficient possible activation programs, 
which imply the protection of individual 
social rights with simultaneous stimula-
tion and the creation of preconditions for 
inclusion in the labor market. one such 
measure, which has become increas-
ingly popular in the past two decades 
in the countries of the Eu and oEcd,58 is 
the introduction of differently designed 
in-work benefits. In-work benefits imply 
benefits and reliefs59 for low income 
earners and are mainly directed towards 
users of social assistance or unemploy-
ment benefits – who, due to the small 
difference between social benefits and 
potential employment incomes, are most 
often not stimulated to accept formal 
employment – lowly-skilled workers,60 
and workers with low incomes (who are 
working for a minimal wage or have a part-
time working week), especially if they have 
children.61 The goal of these benefits is to 
encourage the inclusion of social bene-
fits users into the formal labor market,62 
alleviate poverty,63 and reduce so-called 
“in-work poverty.” despite the growing 
implementation of in-work benefits as a 
significant component of activation strat-
egies, this measure is not incorporated in 
the existing social or active employment 
measures programs in BiH, nor is it part 
of a wider debate on the social protection 
system in the country. 

3.3. Underdeveloped Social Services 

An adequate institutional framework 
for active social policies implies well-
designed, high quality, and accessible social 
services.64 However, the social protection 
system in BiH suffers from many problems 
and shortcomings in this domain. 

When it comes to social services in BiH, 
they are mostly underdeveloped, limited, 
or nonexistent. Beneficiaries of social assis-
tance, as a result, have difficulty accessing 
even the most basic services such as 
healthcare protection, and persons in need 
of social assistance often cannot access the 
medicine or medical treatments necessary 
for rehabilitation or treatment of a phys-
ical disability or illness.65 this can lead to 
an additional worsening of their health and 
ability to work. A similar effect occurs with 
education, where, lacking adequate social 
support, many households cannot ensure 
the necessary means and conditions for the 
schooling of family members. At the same 
time, there are no adequate institutional 
conditions for inclusive education, espe-
cially in the case of persons with mental 
disabilities,66 or social housing for house-
holds in need of assistance and vulner-
able categories with unresolved housing 
issues. This situation additionally thwarts 
the possibilities of adequate economic and 
social inclusion of these social categories of 
the population. 

Inadequate social services can also destim-
ulate involvement in the formal labor 
market. For instance, permanent financial 
assistance is rarely accompanied by addi-
tional social or other services (healthcare, 
educational, etc.) or measures of mate-
rial assistance,67 nor by measures which 
would lead to the social integration and a 
higher level of economic independence of 
the beneficiaries. This leads to situations 
where, for example, recipients of perma-
nent financial assistance who are caregivers 
of family members in need of care (persons 
with physical or mental disabilities, the 
elderly, etc.), or single parents, are unable 
to accept part-time jobs or permanent 
employment. Neither can they  participate 

sOCIaL assIsTaNCE sysTEm IN BIH: THE NEgLECTEd POTENTIaL Of aCTIvE sOCIaL POLICIEs



7POLICy BrIEf 20

in social life, bearing in mind that they do 
not have adequate institutional support 
for the care of the family members, which 
disenables them or destimulates their 
search for a job and, consequentially, their 
poverty is perpetuated.68

In conclusion, BiH does not have an 
adequately regulated legal and insti-
tutional development framework69 for 
social innovations70 which would enable 
the diversification of social services and 
enhance their quality, better their inclu-
sion, and enable the participation of more 
persons in need of social assistance, as 
well as of civil society, in their creation 
and implementation.

4. concluSIon

The existing social protection system in BiH 
fails in its inclusive function. Apart from the 
fact that it does not manage to decrease 
poverty rates and increase the quality of 
life of persons in constant social need more 
significantly, the social assistance system 
does not encourage the development of 
human potential. It also fails to encourage, 
or even destimulates, complete or partial 
participation in the formal labor market, 
which would give social assistance recipi-
ents more economic independence and 
contribute to their better social integration. 
This situation largely results from the insuf-
ficiently developed and reactive model of 
social protection. 

In order to ensure an active and inclusive 
social protection system, BiH should strive 
towards reforms based on the European 
principles of an active social state. Such an 
approach would entail better integration 
of the labor market with social policies, i.e. 
the “activation” of social policies aimed at 
advancing the impacts of social measures. 

Bearing in mind that the labor market in BiH 
is facing structural and long-term unem-
ployment and an exceptionally low rate of 
activity among the working-age population, 
it is to be expected that a stronger orien-
tation of social policies towards the labor 

market would increase the effectiveness 
and efficacy of the social protection system. 
This could be realized through a reduction 
of the effects of “locking” into poverty, the 
prevention of the “dispersal” of human 
potential in the case of long-term unem-
ployment, the prevention and decrease of 
the emergence of intergenerational trans-
mission of poverty, or by avoiding destimu-
lative impacts of social benefits on employ-
ment, etc. In other words, higher fluidity 
between social care and the labor market, 
with a parallel building and strengthening 
of social services and the institutions of 
an inclusive labor market (e.g., through 
social entrepreneurship, in-work benefits 
for those more difficult to employ and for 
those with low wages, etc.), would all have 
positive economic impacts. In a long-term 
perspective, this would contribute to the 
solution of some of the identified problems 
in the existing social protection system. A 
reactive approach in social policies would 
be replaced with active and long-term poli-
cies in which social transfers would repre-
sent a significant social investment and a 
factor of economic development. 

5. rEcoMMEndAtIonS

In order to advance the existing social 
protection system in BiH and to create 
conditions for better activation, it is neces-
sary to:

l Create an institutional framework and 
define steps for the integration of social 
policy and labor market policies, espe-
cially active labor market measures, with 
the goal of creating active social policies 
which would achieve the best possible 
transfer between the social protection 
system and the formal labor market. 

l Better prioritize expenditures on labor 
market policies and increase public 
expenditures on active labor market 
measures, increase their quality, scope, 
and volume with these measures, and 
enable better synergy and coordina-
tion with social measures by producing 
relevant policies and by strengthening 
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 institutional cooperation between social 
work centers and public employment 
services. 

l Strengthen inter-sectoral coopera-
tion, especially between education 
and healthcare, as well as enable the 
involvement of social partners and 
the civil sector in the creation of labor 
market and social policies.

l Strategically define measures of active 
inclusion on different governmental 
levels, following relevant policies and 
good practices of the EU, which should 
be adapted to the local socio-economic 
context and be complementary to future 
strategies of development, employ-
ment, and social inclusion, as well as 
embedded in present socio-economic 
reforms. 

l Reduce the destimulating effects on the 
formal labor market employment for 
recipients of permanent financial assis-
tance via the introduction of in-work 
benefits for those receiving a minimum 
wage or a wage which does not ensure 
minimal existential household needs. 

These benefits would enable persons 
in social need to become active in the 
formal labor market without fear of 
losing their previously acquired rights to 
social benefits. These policies likewise 
help diminish the informal labor market. 
In order for the scope of these programs 
and amount sizes to be determined, and 
in order to prevent unwanted fiscal pres-
sures, the introduction of in-work bene-
fits would be preceded by comprehen-
sive financial analyses and projections.

l Actively invest in the creation of inclu-
sive and high quality social services in 
concordance with the best Eu prac-
tices. In that sense, it is very impor-
tant to create an institutional basis for 
unhindered and equal access to services 
for all social categories of the popula-
tion. A significant contribution to the 
development of these services could be 
enabled via the promotion and strength-
ening of the capacities of social innova-
tion, whereby social services would be 
diversified, and social assistance recip-
ients and civil society would be able to 
actively participate in the creation and 
implementation of these services. 

1 the unemployment rate in BiH amounted 
to 27.7% in 2015, which points to an increas-
ing trend in relation to the previous two years. 
At the same time, the employment rate is 
extremely low,amounting to 31.95%. See more 
in: Agency of Statistics of BiH, Anketa o rad-
noj snazi: 2015: prethodni podaci [labor force 
survey: 2015: preliminary results] (Sarajevo: 
Agency for Statistics of BiH, 2015), <http://goo.
gl/1ibGtj>. 
2 The rate of activity, i.e. the participation of 
the working-age population in the labor mar-
ket, is extremely low. In 2015 it amounted to 
44.1%, which is the lowest rate in the West-
ern Balkans region. furthermore, up to 84.7% 
of those unemployed have been in search of 
workfor more than a year, where more than 
half are persons who have been in a search of 
employment for more than five years, which 
significantly hinders the reintegration of the 
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