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DEMOGRAPHIC TRENDS AND IMPACT
ON THE LABOUR MARKET IN MONTENEGRO

During the period 2000-2022, the total population in Montenegro
increased. However, the age structure of the population has changed, where
changes are observed in the direction of a decrease in the number of young
people compared to the older age group. The share of the population under
the age of 15 decreased by 3 pp. in the observed period, while the share of
the population over the age of 65 increased by nearly 4 pp. The aging of
the population affects different segments of society. This paper analyses the
impact of population aging on the state of the labour market, starting from
the assumption that demographic trends in the coming period will have a
significant impact on reducing the size of the workforce, but that labour
market indicators will record favourable trends. Data on demographic
trends for the period 2000-2022, MONSTAT s projections of the population
until 2060, as well as data on the most important indicators of the labour
market were used. We have come to the result that in the coming decades
the labour supply will decrease, but that the employment rate will record
growth and the unemployment rate will decrease until 2040.

Keywords: population, aging population, labour market, labour
activity, employment, unemployment.

Introduction

The aging of the population is a phenomenon that is increasingly pronounced
in most countries. The share of the elderly population in the total population is
growing. According to the United Nations Aging Report from 2022, during the
next three decades it is projected that the number of people over 65 will double,
that is, it will grow from 9.3 % to 16.0 % in the period 2020 to 2050 [1]. Although
the problem of aging population is present, it manifests itself differently in different
countries.
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The aging of the population is influenced by various factors, which can be
explained through the reduction of the birth rate, changes in behaviour patterns that
are reflected in getting married at a later age, the reduced number of children, the
way of life, the extension of life expectancy, etc. The consequences of population
aging can be seen from different aspects. First of all, the aging of the population
affects budget expenditures through greater pressure on the pension system and
health expenditures, market needs, demand, as well as the labour market.

Observing the demographic trends during the last decades, the problem of
population aging is also expressed in Montenegro. In this regard, it is of great
importance to analyse demographic trends, primarily the age structure of the
population, and to prepare an assessment of the impact of population aging on the
socio-economic situation. In this paper, the correlation between the aging of the
population and the labour market was analysed, that is, the effects of the aging
of the population on the structure, condition and needs of the labour market were
examined, along with the projection of future trends. Therefore, the aim of the
paper is to examine aspects of the impact of demographic trends on the structure
of the labour market, starting from the assumption that the aging of the population
will significantly affect the quantity of the workforce. The paper analyses and
considers the impact of population aging on labour supply, activity, employment
and unemployment.

Also, trends on the labour market were analysed, primarily the trend of
employment, unemployment and activity, as well as the age structure of the
population during the previous two decades, in order to observe a certain correlation
between these variables. Also, an analysis of the impact of population aging on the
labour market is given, along with projections of the effects of population aging
on the structure and trends of the labour market.

Materials and methods

The analysis of the impact of the aging of the population on the state and
trends in the labour market is based on data on demographic trends in the period
from 2000 to 2022, as well as projections on population trends until 2060,
conducted by MONSTAT. Data on the basic indicators of the labour market
(activity, employment and unemployment) were the basis for assessing the impact
of population aging on labour market trends. Based on population projections
until 2060 and available demographic data, projections of workforce trends in
the coming period were created, as well as the impact of projected demographic
trends on the state of the labour market.

Results and discussion

The problem of population aging has been researched and analysed by
different authors and recognized in different documents and studies. The impact
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of the aging population on the state of the labour market can be seen through
different segments. Various studies have pointed to the connection between the
aging population and the labour market situation, where the results show the
consequences of the aging population on the labour market structure and trends.
Aging population affects unemployment, long-term unemployment, disadvantage
groups [2]. Also, in the same paper, it was pointed out the rigidity of the old
workers compared to the young workforce, which is more flexible in adapting to
new global trends.

Expressing the impact of population aging on the labour market in advanced
economies indicates the impact of population aging on the reduction of the labour
force in advanced economies [3]. Brown and Guttman came to the conclusion that the
negative effects of aging on the labour force in advocacy economics are somewhat
offset by the increase in the participation of women and older workers and that in
the next period the growth of the labour force will continue to slow down.

In addition to the impact on the workforce on the labour market, research and
studies show an impact on the productivity of the workforce. Through the impact
on the reduction of productivity, the aging of the population affects the reduction
of economic growth. Also, lower productivity affects slower wage growth [4].
Under the influence of population aging, it is expected that the old-age dependency
ratio in Europe will double from 2050 when it will be at the level of 51 % [5]. At
the same time, in the same research, employment growth is projected, which will
partly replace the reduction of the working-age population.

In addition to the implications for the labour market, the aging of the
population affects other segments of society and the economy, which are indirectly
related to the labour market. Due to the increase in the participation of the elderly
population, the need for additional state expenses is increasing, considering
that due to the aging of the population, the number of beneficiaries of pension
rights and health care programs will also increase, indicating that the expected
expenditures of the pension system will be over EUR 1.5 billion at the end of
2050 in Montenegro [6].

Labour market structure and trends. The structure of the labour market in
Montenegro has changed significantly during the last two decades. A change in the
structure of the economy characterized by an increase in the share of the service
sector in the total GDP and a decrease in the share of industrial production and
other sectors. Such changes affected the labour demand on the labour market, so
that the structure of employment also changed in the observed period. The growth
of the economy, especially in the period from 2013 to 2019, contributed to the
growth of employment and the improvement of the labour market in general. In
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the period from 2006 to 2019, the activity rate recorded growth. In the comparative
period, the activity rate for age group 15-64 increased by 7.8 p.

The employment rate recorded stronger growth in the observed period.
In 2019, the employment rate was 56 %, which represents a growth of 15 pp.
compared to 2006. On the other hand, the unemployment rate recorded a decline.
In 2019, it was at the level of 15.4 %, which is 14.4 pp less compared to 2006,
and 4.0 pp less compared to 2007 (Figure 1).

Figure 1 — Main indicators at labour market 20062021 [7]

However, during 2020, the situation on the labour market worsened
significantly due to the pandemic and the impact on economic activity. GDP
fell by 15.3 % in 2020, which was reflected in the loss of jobs and the increase
in unemployment. The service sector, primarily tourism, which has the largest
contribution to economic activity, was the most affected by the pandemic. Closed
borders, the bad epidemiological situation had an impact on the decline in the
number of tourist arrivals and foreign tourist overnight stays. At the same time,
the service sector employs the largest part of the workforce, which influenced
the deterioration of the labour market. The number of unemployed was at the
highest level compared to the previous 15 years. The employment rate and activity
also recorded a decline in 2020 (5.7 pp. and 4.7 pp. respectively). A decrease
in employment and activity rates was also registered during 2021, in contrast
to a decrease in the unemployment rate. The recovery of the economy after the
pandemic contributed to the improvement of the situation on the labour market
during 2022, so that an increase in the number of employees and a decrease
in the unemployment rate were recorded. However, although the situation has
improved, one of the main challenges of the labour market is related to relatively
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high youth unemployment rate and share of the long-term unemployment in total
unemployment.

Demographic trends in last two decades. In the period from 2000, the total
population in Montenegro recorded growth until 2019, and during the last three
years, the estimated number of citizens recorded a decline. The estimated number of
citizens in 2022 was 617,683, which is 2.4 % more compared to 2000, but 0.7% less
than 2018 (when the highest number of citizens was recorded). The negative natural
increase during the last years contributed the most to such demographic trends.

One of the most significant characteristics of demographic trends during the
last two decades is the aging of the population. During the observed period, the
median age increased from 35.0 in 2000, to 36.6 in 2011 (when the last population
census was held) and an estimated 39.6 in 2022. The participation of young
people in the total population decreased, while on the other hand, the number of
old people increased.

During the analysed period, the participation of young people aged 0-15
decreased from 126,701 in 2000 to 110,803 or 12.5%. The share of the population
of this age group in the total population decreased from 21% to 17.9 %. On the other
hand, the share of people over 65 years old in the total population in 2000 was at
the level of 12.2 %, while that percentage increased to 16.0 % in 2022 (Figure 2).

Figure 2 — Population in Montenegro 2000—2022, by age groups [8]

The population pyramids clearly show the difference between 2000 and 2022.
The base in 2022 is significantly smaller compared to the base in 2000, which will
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certainly have an impact on population trends in the coming period. The peak of
the pyramid also differs between 2000 and 2022, where a greater participation of
the elderly population is observed (Figure 3).

Figure 3 — Population pyramid 2000 and 2022 [9]

MONSTAT projections show an expected decrease in the participation of
the population of the age group 0—14 in the total population. In the period until
2061, the participation of this age group will decrease by 7.2 pp. assuming a low
expected fertility rate (from 19.2 % to 12.4 %) compared to the census data from
2011. The total participation of the population aged 0-14 is projected at 15.2 %
in 2031 and 12.9 % in 2051. On the other hand, the opposite trend is expected in
the age group above 15 years, where a significant increase in the participation of
the age group above 65 years in the total population is also expected. The share
of the population older than 65 will be at the level of 20.5 % in 2031, while the
percentage will be 25.6 % in 2051 and 28.5 % in 2061.

The impact of population aging on the workforce. In addition to the numerous
implications of population aging, one of the impacts of such demographic trends
is the labour market and the potential of the labour market. In fact, the question
arises, what is the size of the available workforce. Taking into account the aging
of the population, the change in the age structure, it is possible to project the needs
of the labour market.

A similar conclusion can be made based on the available data on population
estimates for the period 2000-2022. The total population in the age group 0—44
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in 2000 was 388,043. This age group in 2020 represented the age group 20-65
and when it amounted to 373,625, which represents a decrease in the population
in this age group of 3.7 %. This clearly indicates a decrease in labour supply. The
decrease in labour supply can be attributed to the decrease in natural growth, but
also to migratory movements. During the observed period, the natural increase
constantly decreased, and during the last two years a negative natural increase
was recorded. A negative natural increase was recorded for the first time in the
last thirty years. Such trends will certainly be reflected in the labour supply in
the future and affect the state of the labour market. In addition to these trends,
population trends and population structure were also influenced by migration.

If the labour contingent were projected for the next 20 years, a decrease in
the available labour force could be observed. The total population of the age group
0-20 in 2022 is at the level of 357,556, which is significantly lower compared to
2000, and this will be the available labour force aged 20—65 in 2042. Assuming
the exclusion of migratory movements and other factors that affect demographic
trends, the available labour force will be reduced by about 8 %. Therefore, if only
natural growth is observed, the future active population will be at a lower level,
which will be reflected in the demand for labour force. However, the labour supply
will also be affected by the migration balance in the next period.

The trends in the labour market in the coming period will be influenced by the
state of the economy. The expected growth of the economy will contribute to the
creation of new jobs. Therefore, the need for labour will be more pronounced, which
will affect the growth of employment, but also the reduction of unemployment
of the domestic workforce. However, this impact will be manifested differently
depending on the age group, where a smaller participation of the young workforce
is expected compared to the older population.

The literature indicates greater adaptability of the younger workforce, whose
participation in the coming period will be less compared to the other group. The
older workforce is less flexible to new conditions on the labour market, which
represents a significant challenge and danger of increasing unemployment of
this population due to inflexibility. The development of technology, innovation
will also affect the type of jobs, so there are numerous studies and research that
indicate the disappearance of jobs that exist today, and the appearance of new
jobs that do not exist today. In any case, this does not mean that a large part of
the workforce will be unemployed, but it indicates the need to transform from one
job or profession to another. The success of the labour market will depend on the
success of that transformation. Considering the expectations regarding the change
in the structure of the workforce, and the growth of the share of the older workforce
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compared to the younger, greater rigidity and a lower degree of adaptability to
new conditions can be expected, which may affect the state of the labour market.

The expected decrease in the labour force and labour supply due to the
aging of the population will be reflected in the trend of activity, employment
and unemployment. In order to assess the impact of demographic trends on the
labour market, the impact on activity, employment and unemployment rates
was assessed. The impact assessment is based on population projections until
2060 [9]. The assumptions on which the impact assessment is based refer to
the expectation that the activity rate, employment rate and unemployment rate
will follow the trend recorded during the previous ten-year period and assuming
that other factors remain unchanged. During the analysed period, the activity
rate was at approximately the same level, while the employment rate recorded a
slight increase. In this connection, the average periodic change of these rates was
calculated and applied to the projected number of citizens in the estimation of
the number of active population, employed and unemployed for the population
group 15-65 (Figure 4).

Figure 4 — Projected activity, employment and unemployment rates (15-65)
for 2030 and 2040 [9]

According to estimates, the activity rate will be at approximately the same
level in the following period. Compared to 2021, it will be higher by 0.1 pp in
2040. The employment rate will be higher compared to 2021 by 1.4 pp, or 7.6
pp. in 2040. On the other hand, it is estimated that the unemployment rate will
decrease by 6.7 percentage points by 2040.

This situation can affect the growth of the foreign labour force employed in
Montenegro, which is already the case especially during the summer tourist economy.
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The projected decrease in labour supply can be replaced by labour from abroad, but
also by labour of the 65+ age group, as the working life will be extended.

An additional challenge to the labour market can be the population outside
the labour force, that is, the inactive population. In the past period, a significant
percentage of the workforce is outside the labour market. In 2021, persons outside
the labour force rate was 49.1 (for age group 15+), which is more than in 2015,
when the rate was 46.3 %. Therefore, it is of great importance to activate the
population on the labour market and direct policies towards increasing the activity
of the labour force. Taking into account the change in the age structure in the
coming period, it is of great importance to increase the activity of the workforce,
especially the younger population, in order to meet the demand for random labour.

Conclusion

Over the past two decades, an ageing population has been recorded in
Montenegro, where the participation of young people up to 15 years of age has
decreased from 21 % to 18 %, while on the other hand, the participation of people
over 65 has increased from 12 % to 16 % in the period from 2000-2022. In the
coming period, this trend is expected to continue, and its acceleration is expected,
taking into account the current demographic situation and demographic projections.

The aging of the population will affect the reduction of labour supply. It can be
expected that the available labour force will be smaller by 8 % during the next two
decades, assuming the exclusion of other variables affecting demographic trends.
However, although the labour supply and workforce are projected to decrease, the
employment rate is projected to increase and the unemployment rate to decrease.
According to projections, the unemployment rate (for age group 15-65) will be
14.7 % in 2030 and 10.1 % in 2040. On the other hand, the employment rate will
increase from 50.7 % in 2030 to 56.9 % in 2040. The activity rate will be approx.
same level. To that end, it is possible to define policies on the labour market in
order to further improve the situation on the labour market, taking into account
future demographic trends.
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*Munuxa Muprosuy!, Boun I'ony6osuy?
L2Vuusepcurer Jloubst Topuiia, YepHoropusi.
Marepuan 6acmara 24.02.23 TycTi.

YEPHOT' OPUAJAFBI JEMOTPA®UAJIBIK TEHAEHIHUATTAP
7KOHE EHBEK HAPBIFBIHA OCEPI

2000-2022 scvindap apanviebinoa Yeproeopusi XanKbIHbIH HCAINbI
canvl ocmi. Anaiida, XanlKmely JHcac KYpoliblmbl 632epli, OHOa e20e
Jrcacmaszvl MONNEH CANbICMbIP2AHOA HCACMAP CAHbIHBIY A3AI0bIHA
Kapaii e3zeepicmep bOaiikaradsl. Kapacmuipuinwin omeipean kKeszeqoe
15 xcacka oetiinei xanvlkmoiy yaeci 3 mapmaxka azaiovl, an 65 xcacman
ackam xanvlkmely yaeci 4 mapmaxka ocmi. byn maxanrada xanvixmoly
KapmarobiHblH eHOeK HAPbI2bIHbIK HCA20AUbIHA dCePi MAT0AHAObL, AN0A2bl
Kezenoezi 0emMozpausnblK, MeHOeHYUSLAP HCYMbIC KYWIHIY A3a10bIHA
aumapavikmail ocep emeoi 0e2er 60xHcamaa cyliene omuipbin, OIipax eHoex
Hapbl2bIHbIH KePCemKiumepi KoIailivl meHOeHyusanapowl benzinetioi. 2000—
2022 scwinoap Keseninoezi 0emozpausnvly ypoicmep mypaivl Oepekmep,
2060 sicvinea Oetiinei Xanvlk CAHbIHbIY KYObIXHCHIK O0ACaMOapsl, COHOA-
ak enbex Hapbl2blHbIY MAHbI30bl KOpCemKiumepi mypansl oepexmep
natidanranvliosl. biz andazvl OHHCOLIOBIKMAPOA HCYMbIC KYUITHIH YCOIHBICD
KbICKApaoul OezeH KOpblmblHObl2d KenoiK, OIpaK HcyMbiCHeH KamMmy Oeyeelli
peKopOmulK, OeHeelice KOMeEPINin, Hcymoiccobizovlk Oeneetii 2040 ocvinza
Oetiin momeHOetoi.

Kinmmi co30ep: xanvix canvl, Xaiblkmoiy Kapmaiovl, eyoex Hapboiavl,
eHbek bencenoiniel, HCYMbICHEeH KaAMMY, HCYMbLCCbIZObIK.

*Munuxa Muprosuy!, Boun I'ony6osuy?
L2Vuusepcurer Joubst [opuiia, YepHoropusi.
Marepuan noctynui B penakuuio 24.02.23.

JAEMOI'PAONYECKHUE TEHAEHIINN U BJUAHUE HA PBIHOK
TPYIA B YEPHOI'OPUUA

B nepuoo 2000-2022 20006 obwasn uucieHHocms HaceneHus
Yeproecopuu yseauuunacy. OOHAKO, USMEHUACH 603DACTNHAS CIPYKIMYPA
Hacenenus, 20e HAOAOOAOMCA COBUSU 8 CHOPOHY YMeHblULeHUs.
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YUCTEHHOCMU MOL00ENCU NO CPAGHEHUIO CO cmapuiell 603paAcmHOU
epynnoti. [lons nacenenus 8 gospacme 0o 15 nem 3a paccmampusaemviii
nepuood yMEeHbWUIACh Ha MPU NYHKMA, a 004 HACeleHus cmapue
65 nem ysenuuunacy noumu na yemvipe nynkma. Cmapenue nacenenus
sampazusaem paziuynvle ciou obwecmea. B daunnoi cmamove
AHATU3UPYEMCSL BIUAHUE CMAPEHUs. HACeNeHUs HA COCMOSHUE PbIHKA
mpyoa, Ucxo0s u3 NPeonoaoHCeHUs, 4mo democpaguyeckue meHOeHYuU 8
npeoCcmosuULl NEPUOO OKANCYM CYWECMBEHHOEe GIUAHUE HA COKPAUeHUe
yucieHHocmu pabouell Cuivl, HO NoKazamenu pvlHKA mpyoa 06yoym
coxpansamo bnazonpusimusie meHoenyuu. B pabome 6biiu UCno1b308aHb
Oannbie 0 demozpaghuueckux menoenyusax 3a nepuod 2000-2022 2o00wl,
npozHo3bl cmamucmuyeckozo oguca Yepnozopuu no uucieHnHocmu
nacenenus 0o 2060 cooa, a maxoce OauHbIE O BAINCHEUUUX NOKAZAMENAX
pwinka mpyoa. B pesynomame npogedennvix ucciedo8anuil coeiar 8bl8oo,
umo 6 bnudcatiwiue decamunemus npediodcerHue paboueil cuivl 6ydem
COKpawWamuvcs, Npu mom, Ymo ypo8eHb 3aHAmocmu oyoem pexopoHo
pacmu, a ypogens bespadbomuysl 6yoem cuusxcamocs 0o 2040 eooa.

Kniouegvie cnosa: nacenenue, cmapenue nacenenus, pblHoK mpyoa,
mpyo0o8as aKMusHOCMb, 3aHAMOCb, be3pabomuya.
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Tepyre 24.02.2023 x. xidepinmi. bacyra 31.03.2023 k. K0JI KOHBUIIBL.
DnexTpoHpI Oacma
2,11 Mb RAM
[aptTe! 6acna Tabars! 7,5
Tapansiver 300 nana. baracel kesiciM OolbIHIIA.
Komnsrotepae 6erreren A. K. Meip>krkoBa
Koppextop: A. P. Omaposa, JI. A. Koxac
Tamnceipsic Ne 4038

Cnano B Habop 24.02.2023 r. INoxmucano B mevats 31.03.2023 t.
DNEeKTPOHHOE U3/IaHNe

2,11 Mb RAM
VYenma 7,5. Tupax 300 ok3. [lena noroBopHasi.
Kommnsrotepras Bepctka A.K Meip>xnkoBa
Koppextop: A. P. Omaposa, JI. A. Koxac
3aka3 Ne 4038
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