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EXECUTIVE SUMMARY

Education and human capital development are especially critical for Bosnia and
Herzegovina given its efforts to gain EU accession by 2025 and boost productivity in the
context of a declining population trend. However, available information on access and quality
of pre-university education in Bosnia & Herzegovina (BiH) highlight key challenges. According
to the World Bank’s Harmonized Learning Outcomes (HLO) database, learning outcomes in BiH
are below that of the EU and regional peers and a skills mismatch exists between the education
system and labor market. Public dissatisfaction is also high for the quality of primary and
secondary education. Access can be improved across all levels of pre-university education,
especially in preschool and inequities exist for the most vulnerable populations—students from
minority, poor and rural backgrounds. Improving education outcomes are vital for boosting human
capital development and growth in the country.

Low and declining levels of efficiency in the education system represent a major barrier to
any effort to improve the quality of learning outcomes. In recent years, despite decreasing
enrollment and some efforts to reduce the number of schools in primary and secondary education,
the number of teachers have increased in both RS and FBiH. Consequently, current STRs and
average class sizes are below international benchmarking for all levels of pre-university education,
especially in primary education. There are also notable variations across cantons and
municipalities indicating inefficiencies.

The distribution of education spending is inefficient and inequitable, disproportionately
skewed towards personnel which leaves little room for needed investments to improve
quality of service delivery. At 4.6 percent of GDP, BiH spends more than some peers in the
region, but less than the EU and OECD averages of 5.1 and 5.2 percent, respectively. Per student
spending relative to GDP per capita is also relatively high in BiH, compared to other countries.
Nevertheless, there are notable variations in per student expenditure across entities and cantons.
At 91 percent in FBiH and 87 percent in RS, personnel spending represents a large share of total
spending, higher than the average in EU and OECD countries. This leaves little room for capital
investments and other inputs that could improve learning, including preschool education for which
there is high demand in BiH. The percentage of non-teaching staff is also nearly one-third of
personnel costs, indicating that a large share of spending funds auxiliary work in schools that does
not directly contribute to teaching and learning.

Teachers are a crucial resource that represent the majority of spending in the sector, yet
structures in place are not well-designed to support or improve teacher performance.
Teachers are paid higher than the average private sector salaries and on par with the public sector
in BiH, which contributes to the attractiveness of the profession, but wages are not tied to
performance which itself is not measured. Standards for teachers’ compensation are inconsistent
across the country and teacher selection criteria in some cases consider non-meritocratic factors,
such as years of unemployment. Though information on teacher workloads is limited, there is
evidence that teachers’ sense of job satisfaction could be improved. Greater support for
professional development would be an important entry point for improving job satisfaction and
overall performance, given that in-service training appears to be a particularly weak link in the
system. Pedagogical institutes have limited capacity, and teacher in-service training relies largely



on donor-funded programs. ICT tools to facilitate and streamline teachers’ work could represent
another important entry point. More effective support and management of teachers in BiH should
be an important policy priority in the sector going forward as this would influence not just
efficiency of spending but also quality of service delivery.

Fragmentation and the nature of decentralization in the system perpetuate inefficiencies and
inequities across levels of education. BiH has fourteen government bodies responsible for
education in a country of just 3.3 million people and 422,645 students. The administrative costs of
such a system are prohibitive and help to explain the fact that a high percentage of education
funding is allocated to salaries. Furthermore, the decentralization of education in BiH has resulted
in a highly inefficient allocation of school resources, with significant disparities in per pupil
funding between entities and cantons and by level of education. The lack of a central authority to
legislate or impel lower bodies to act has created a fractured, uncoordinated system, and the central
level of government is powerless to address issues of efficiency, quality, and equity in the system.

Finally, there are no mechanisms in place to systematically measure or monitor the quality
of education inputs, outputs, or outcomes, and data do not feed back into the policy-making
process. Although the legal framework regulating collection and systematization of data for the
country is in place at state and entity levels and most cantons have adopted and harmonized their
laws accordingly, education statistics and data are scattered. The BHAS compiles data from the
entity institutes, however, they lack detailed student or teacher level data that would allow
meaningful analysis. Furthermore, BiH does not have a state-wide student assessment system to
measure learning across the country, and it does not participate regularly in international student
assessments. Additionally, Pedagogical Institutes lack the capacity to support and regulate
teachers’ professional development. Thus, the limited internationally comparable statistical data,
adequate indicators, and accountability mechanism on education quality in BiH are recognized as
significant obstacles for setting and monitoring concrete policy goals in education in BiH.

Although this report does not contain comprehensive policy recommendations, it does
identify several directions for further analysis with a view towards improving the quality of
service delivery. Mechanisms to improve the transparency and efficiency of resources in the
system are needed. These directions include, for example, shifting from input-based to formula-
based funding, introducing more mechanisms for assessing teacher performance and supporting
teacher professional development, and strengthening the system of measuring student learning and
school performance. While this report was not intended to outline comprehensive policy
recommendations, the findings do indicate several different directions for consideration and
further analysis. Without pursuing at least some of these directions, the education system is likely
to remain on its current path which will imperil the potential for human capital in the future.



l. INTRODUCTION

1. This report provides updated analysis on the current distribution of resources in pre-
university education and identifies directions for further policy analysis, but it does not
provide comprehensive policy recommendations. This report provides updated available
analysis on sector priorities, demographic trends, coverage, system performance and education
outcomes, with a focus on the current distribution of resources in pre-university education in
selected entities and cantons. It focuses on pre-university education given that it accounts for the
vast majority of students and teachers in the system, as well as about 75 percent of the fiscal
resources dedicated to education. The report is based on available administrative data and
expenditure and payroll data for RS and FBiH (see Annex 1), though low data availability
represents an important limitation.

2. This report divides the analysis into five analytical sections and a final summary of
findings. Section Il (Context) describes the economic and demographic backdrop for the analysis.
Section Il (Overview of the Education System) provides a summary of key features of the
education system structure in BiH pertaining to governance, quality assurance, and financing.
Section IV (Benchmarking Education Outcomes) assesses the performance of the education system
in BiH using standard measures of access, equity, quality of service delivery, learning outcomes,
and external efficiency. Section V (Efficiency of Resource Use in Education) looks at expenditures
and efficiency of spending from a comparative perspective with a focus on staffing and
organization of instruction. Section VI (Teacher Development and Management) explores
available information on teacher policy and practice as an important link between education
spending and service delivery. Finally, Section VII contains a brief summary of main findings. A
note on data sources is contained in Annex 1, and additional analyses are contained in Annex 2.

1. CONTEXT

3. Increasing the quality and efficiency of public education is vital for boosting Bosnia
and Herzegovina’s (BiH) human capital and economic development. Human capital consists
of the knowledge, skills, and health that people accumulate throughout their lives, enabling them
to realize their potential as productive members of society.! There is mounting global evidence
that countries need to invest more in human capital to sustain economic growth, prepare
workforces for the more highly-skilled jobs of the future, and compete effectively in the global
economy.?3 Skills encompass fundamental cognitive skills, such as math and reading,
socioemotional skills (i.e. perseverance and social interaction), as well as job-related technical
skills. Skills constraints become more acute as the economy grows and moves up the global value
chain. This is especially critical for BiH, an upper middle-income country, which seeks to boost
its prosperity and make progress towards European Union (EU) accession by 2025.

1 World Bank (2018a).
2 World Bank (2018a).
3 World Bank (2018b).



4. Economic growth in BiH remained steady in 2018 at an estimated rate of 3 percent,
and is projected to pick up slightly in 2019, though progress depends on structural reforms
and better use of human capital. Economic growth has increased in recent years, which is a
positive development for BiH. Between 1995 and 2017, living standards increased almost six-fold
in BiH, albeit from a low base due to war. However, BiH is still among the poorest countries in
Europe, and the pace of income convergence to European standards has slowed. Poor human
development outcomes and a persistent jobs challenge that results in a considerable waste of
working years have both contributed to lagging economic growth. For example, the youth
unemployment rate in BiH as of 2018 was 38.8 percent of the labor force, compared to 15 percent
in Bulgaria and about 9 percent in Hungary and Austria.* According to the World Bank’s Human
Capital Index (HCI), a child born today in BiH will be only 62 percent as productive when she
grows up as she could be if she enjoyed a complete education and full health, which also contrasts
with 72 percent in Croatia or 76 percent in Serbia.®

5. Labor force participation is low, especially among youth and women. In 2018, labor
force participation in BiH was 57 percent and had not improved since 2009. It was the lowest
among peers and significantly below the EU average of 73 percent (Figure 1). Total unemployment
was also high at 26 percent and rising to 67 percent for youth and 56 percent for women in 2018.%
Moreover, nearly one-quarter of 15-24-year-olds were not in employment, education or training
(NEETS) in 2017.” Underutilization of human capital impedes economic development and
contributes to outmigration.

Figure 1: Labor force participation rate, 2009 and 2018
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4 World Bank (2019a).
5 World Bank (2018a).
6 1LO (2019).
7 LO (2019).



6. Aging and strong outmigration—made worse by the jobs challenge—are contributing
to a rapidly declining workforce, which means that the quantity of workers in the economy
will need to be offset by increases in productivity. Since 2010, the total working-age population
(aged 15-64 years) has steadily decreased at a rate of 1 percent per annum. The decline in the total
working-age population can be attributed to large outmigration due to political and economic
turmoil in the region. BiH has the highest number of emigrants (in absolute) of the region, reaching
1.3 million in 2017, which is more than 40 percent of the resident population.® In fact, in BiH,
recent declines in unemployment are likely driven by higher inactivity and emigration, which both
contribute to reductions in the number of those actively searching for jobs.® Youth emigration is
a particular concern in BiH. Nearly 50 percent of youth in BiH either plan to move abroad, or are
actively considering it.2° Another factor contributing to the shrinking working age population is
the declining birth rate, which was approximately 9.2 percent in 2016 and has not improved since
2010.' While aging demographics are not a new phenomenon among European countries, BiH’s
birth rate is below the EU average of 10 percent and markedly below the estimated 12 percent
average for the OECD and Western Balkans, and 14 percent for upper-middle income countries
(UMICs) (Figure 2).

Figure 2: BiH and comparators. Birth rate, 2016
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at midyear. Subtracting the crude death rate from the crude birth rate provides the rate of natural increase, which is
equal to the rate of population change in the absence of migration

7. Skills misalignment is another significant constraint to firm growth and job creation.
A recent survey of employers indicates that over 50 percent of reporting firms believed that the
general education system (including higher education) fails to produce the right skills needed for
productivity (Figure 3). Employers noted that technical and vocational education and training

8 World Bank (2018d).

® World Bank (2019a).

10 USAID (2018h).

1 World Bank, World Development Indicators (WDI) database
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(TVET) and skills training providers often did not provide students with up-to-date knowledge and
technical skills. Meanwhile nearly 60 percent of employers felt that education in science,
technology, engineering, and mathematics (STEM*?) did not provide enough opportunities for
practical experience, which can be applied to real-life working situations.®

Figure 3: Percentage of firms that disagree with a statement
0 10 20 30 40 50 60 70
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Produces people with the up-to-date knowledge of
methods, materials and technology

Produces people with practical experience that can be
applied to their work
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management, reliability, ability to work with others, etc.

m General education system Training system (including TVET) STEM education

Source: STEP Employer Survey, 2016-2017

8. In addition to skills misalignment, labor demand is heavily distorted by the large
footprint of the state, while the private sector role remains muted. The public sector is a
dominant actor and employer in BiH, accounting for one-third of all jobs in the country, which is
high by regional and global standards. Public sector employment practices create considerable
distortions in the incentives and behavior of market actors, especially on the supply side, which
further skews the alignment between the education system and the labor market. The private sector
cannot compete with public sector jobs: BiH public sector jobs carry substantial premia on many
dimensions, including wages (10 percent gap), allowances (108 percent premium), and work hours
(8 percent shorter).1* Perceptions of non-meritocratic recruiting in the public sector, combined
with relatively few private sector jobs and a high degree of informality, all contribute to the
likelihood of seeking emigration.

9. Within this economic context, the World Bank is supporting the Government’s
priority to strengthen public performance and enhance quality in the provision of social
services, including education. The World Bank and the European Commission signed an
Administration Agreement in December 2017 to support the Government of BiH with public sector
management reform. The objective of the trust fund that accompanies the agreement is to
strengthen public employment controls in BiH in line with obligations outlined in the Reform
Agenda 2015-2018. Within this context, the World Bank is conducting two sequential phases of
the education sector analysis that will provide policymakers in BiH with analysis and

2 In this case, STEM refers to a sub-set of study fields which are offered in both general and TVET education,
depending on the field.

13 World Bank, 2016-2017 STEP Employer Survey (database), World Bank, Washington, DC (accessed January 10, 2019),
1 BiH_STEP Employer_OK_DS.xlsx.

14 World Bank (2019b).
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recommendations to governments in Federation of Bosnia and Herzegovina (FBiH) and Republika
Srpska (RS) to improve delivery of pre-university education focusing on efficiency, access, and
quality. Results from the first phase of stocktaking analysis, completed in 2019, will be used to
inform ongoing consultations and additional analysis under the next phase in 2019-2020.

1. OVERVIEW OF THE EDUCATION SYSTEM
Structure

10. Pre-university education provision is mostly public and uniform across the country.®
Public primary and secondary education is free in BiH. The total number of students served in pre-
university education for FBiH and RS is approximately 422,645 (Table 1). The structure of the
education system is consistent across all jurisdictions with compulsory education consisting of 9
years of primary education. One year of preschool preparatory education for children aged 5-6 is
also compulsory in 7 of 10 cantons in FBiH. However, preschool is recommended rather than
compulsory in RS.1® The 9 years of compulsory education in BiH is slightly below the EU and
OECD averages of 10 years (Figure 4).

Table 1: Number of Pre-University students enrolled by level of education (2018)

Secondary Share
Number of Preschool Primary nu-r|1—10bt:1rl of of total
students Schools General TVET Other* students students
in BiH
Una Sana 1,398 21,862 1820 7350 326 32,756 8%
Posavina 158 2,246 226 934 0 3,564 1%
Tuzla 2,484 38,026 2792 12425 749 56,476 13%
Zenica-Doboj 2,017 33,501 3422 10229 355 49,524 12%
Bosnian
Podrinje 155 1,884 184 780 0 3,003 1%
Central
Bosnia 1,034 20,953 2021 7545 521 32,074 8%
Herzegovina-
Neretva 2,317 17,230 2425 5251 413 27,636 7%
West
Herzegovina 901 7,651 1490 2283 30 12,355 3%
Sarajevo 4,221 37,077 5199 9763 964 57,224 14%
Canton 10 408 4,602 674 1278 5 6,967 2%
FBiH 15,093 | 185,032 20253 57838 3363 281,579 67%

15 The vast majority of schools in Bosnia & Herzegovina are public, with a small share (less than 5 percent) of non-
public secondary schools.
16 USAID (2016); MoCA (2018).
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100%

Source: FBiH and RS statistics manuals, 2018
*Note: “Other” includes religious, arts, and special education schools

Figure 4: Duration of compulsory education, 2017 or latest available
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Governance and quality assurance

11. The BiH education system is highly fragmented, with multiple layers of
administration. BiH has fourteen government bodies organized into three tiers—state,
entity/district, and canton (Figure 5).1 Education is governed at the entity level in RS, district level
in Br¢ko District, and cantonal level in FBiH. The main decision-makers are the Ministry of
Education and Culture (MEC) in RS, the Department of Education (DepEd) in Bréko District, and
the 10 Cantonal Ministries in FBiH. The state-wide institutions including Ministry of Civil Affairs
(MoCA) and the FBiH Ministry of Education and Science (MES) have coordinating roles, while
the Agency for Preschool, Primary and Secondary Education (APOSO) is a state-level technical
body responsible for standards and evaluation of education quality. This decentralized
organizational setup of the education sector creates significant challenges for establishing a shared
strategic vision and objectives for the education sector in BiH, and for organizing resources
efficiently to achieve those objectives.

7World Bank, Eurostat data, 2019; data from statistical offices, 2018.
13



Figure 5: Organizational structure of the education system in BiH
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12. A state-wide strategy for education used to exist in BiH until 2015, but it was too
broad to facilitate planning and implementation. Although some legislative and strategic
documents that could be seen as the first steps to a more concrete reform have been adopted at the
state level, their essential elements for the quality of education have mostly not been implemented
in practice, due to both the lack of political will and the fact that these documents are generally
written in broad terms and are not accompanied with concrete operational guidelines for
implementation (Table 2). There is a state-wide strategy for preschool education. RS recently
adopted the 2016-2021 Strategy of Education Development, but it is characterized by loosely
defined often unmeasurable objectives, largely similar to the objectives of the vision of the now-
expired BiH state-wide education strategy. FBiH does not have an overall education strategy, and
neither do any of the cantons, although they are required to adhere to the broad state-wide laws on
preschool, primary, and secondary education.® It is important to note, since the expiration of the
previous technical and vocational education (TVET) strategy in 2013, there has been no strategy
for TVET at the state level.'® The findings suggest a need to review and improve upon the existing
state-wide framework, along with its articulation at the entity and cantonal levels.

Table 2: Legal Framework and Strategy for the education sector at BiH level
Year Decree

2003 Framework Law on Primary and Secondary Education in BiH

2007 Framework Law on Preschool Education in BiH

2007 The Law on Agency for Preschool, Primary and Secondary Education
2008 Framework Law on Secondary Vocational Education and Training

2008-2015 Strategic Directions for the Development of Education in BiH
2013-2017  Strategy for Development of Vocational Education and Training in BiH

18 USAID (2017a).
19 USAID (2017a).
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2014 Common Core Curriculum (standards learning outcomes in seven out of eight subject areas)
Source: MoCA, 2019

13.  There is no state-wide curriculum, but there has been a process to develop common
learning standards. Since 2008, the state-level Agency for Primary and Secondary Education
(APOSO) has been attempting to develop a common core curriculum (CCC). However, a decade
later this project remains incomplete in many subjects. Political objections have hampered the
harmonization of curricula for the so-called national group of subjects—history, mother- tongue
language and literature, geography, arts and music. In those subjects covered by the CCC, expected
learning outcomes are detailed, but a framework for the actual curriculum is not included.
Moreover, the responsibility for curricula and textbooks in FBiH have been further decentralized
to the cantonal level. While approval of curricula is formally conditional on adherence to the state-
level Framework Law on Primary and Secondary Education, the degree of compliance in practice
is not known. Overall, this degree of decentralization has led to varying implementation of
learning standards and the politicization of education in BiH.

14. Moreover, the country does not systematically measure or monitor the quality of
education inputs, outputs, or outcomes. There is a legal framework in place for regulating
collection and systematization of data for the country at state and entity levels, and most cantons
have adopted and harmonized their laws accordingly.?® However, education statistics and data
remain scattered and inconsistent. The BiH Agency for Statistics (BHAS) compiles data from the
entity institutes, however, they lack detailed student or teacher level data that would allow for
meaningful analysis. Furthermore, BiH does not have a state-wide student assessment system to
measure learning across the country, and it does not participate regularly in international student
assessments. The last international assessments BiH participated in was the Trends in International
Mathematics and Science Study (TIMSS) in 2007. However, BiH did participate in the
Programme for International Student Assessment (PISA) in 2018, and results will be available in
December 2019. The lack of internationally comparable statistical data and adequate indicators on
education quality in BiH is recognized as a significant obstacle for setting and monitoring concrete
goals in developing education in BiH.?

Financing

15. Financing for pre-university education is also highly fragmented. Funding for
education is largely provided by the entity (in the case of RS), canton, and municipality budgets,
with funding from the central state-level government almost non-existent (Figure 6).22
Furthermore, the distribution of funds depends on the level of education and the entity or canton.
Neither the entity governments nor cantonal governments receive any earmarked allocations for
education from the higher levels. Thus, decision criteria are determined by the ministries of
education for each entity/canton based on their financial capacities® and policy priorities. The

20 |_aw on Statistics in BiH, Law on Statistics in Federation of BiH and Law on Statistics of Republika Srpska.

2L EPRD (2013).

22 UNESCO (2010).

2 The state-level government distributes VAT revenues to entities and Bréko District. All other revenue types (e.g.
corporate and personal income tax) are collected and distributed by entities, cantons, and municipalities.
Additionally, the respective governments may levy various fees at the entity and cantonal levels. Hence, entities,

15



Municipal Councils also normally determine wider school needs and interests in its jurisdiction
and fund them accordingly. Multiple streams of funding and the highly decentralized nature of
funding across entities/cantons increase potential for inefficient and inequitable distribution of
resources in education. According to a 2015-2018 audit of the RS primary education resource
management, the implementation of the criteria for funding primary schools in RS was not
adequate to ensure efficient and equitable distribution of resources (Box 1). More information
regarding criteria and its implementation is needed to determine the efficiency and equity of
FBiH’s financing mechanism.

Figure 6: Allocation of funds to education in BiH
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Source: Ministries of Finance for RS and FBiH?*, 2019 and respective legislation on revenue allocation

16. A key finding is that financing for pre-university education remains based on inputs,
rather than the number of students, which contributes to inefficiencies and non-transparent
use of resources. Financing is allocated largely on the basis of standards and norms which define
the minimum, optimal and maximum class sizes, the number of teaching hours, number of non-
teaching staff, and other recurrent expenditures. This means that school budgets are defined
largely based on norms and standards, which themselves tend to be based on the number of classes
rather than number of students. A move towards output-based financing, as recommended in
previous public expenditure reviews, would help to enhance efficiency, equity and transparency
in school financing.

17. Expenditure data is highly aggregated and generally not reported in a transparent
manner, which diminishes the ability of stakeholders to hold authorities accountable for the
use of resources in the education system. Expenditure data is reported through budget execution
reports but is not presented or linked to education outputs or outcomes. This means that parents

Breko District, cantons, and municipalities receive their share of VAT revenues (the greatest share in their total
revenues) plus a significant share of other revenues. However, these are all mainstream revenues, and not
earmarked for education.

24 The FBiH government allocates both mainstream funds as well as select earmarked transfers to educational
institutions. RS and cantons decide how much to give to individual schools. Municipalities also provide co-financing.
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and communities have little information on how many resources are being invested in their child’s
school. It also limits the ability of education policymakers to compare expenditures with results
in the sector.

Box 1. Performance audit report: managing primary school resources 2018

The RS Supreme Audit Institution carried out a performance audit of primary schools in RS between
a period of four years, 2015-2018. The main objective of this audit was to determine whether management
of the resources and the network of primary schools was efficient and based on principles of accessibility and
equal conditions for work and learning. The audit looked at institutions’ competencies in adjusting the school
network, allocating funds for schools, and planning and allocating students’ transportation and related
allowances. The audit included key resource management institutions of the primary education system,
including the Ministry of education and culture, 11 municipalities, and 34 primary schools.

The audit concluded that resource management of primary schools did not achieve a possible level of
efficiency and equity in conditions and standards for students. The investigation showed that the funding
allocation method defined by the rulebook on financing, did not seem adequate and was poorly applied in
practice. For instance, the ministry did not base annual budget allocation to schools on adequate norms and
prioritization of investments to decrease any differences in conditions and equipment of schools. Also, most
municipalities did not provide timely and well justified proposals for school enroliment areas and school
network, which are criteria for allocating resources in primary schools. Finally, given the limited regulatory
framework for resource management, primary schools have different management practices, which perpetuate
inequitable resource distributions and education quality.

Source: RS Supreme Audit Institution, 2018
V. BENCHMARKING EDUCATION OUTCOMES

Access, equity, and internal efficiency

18.  Access to pre-university education in BiH is relatively high, but there is room for
improvement, particularly in preschool education. BiH’s gross enrollment in primary education
and secondary education, is fairly high at 90 and 77 percent, respectively (Figure 7).2° Near gender
parity has also been achieved in all levels of pre-university education. Nevertheless, BiH has one
of the lowest levels of access to pre-primary education among peers. Access to early childhood
education (ECE) in BiH is especially low at a mere 15 percent, which is in stark contrast with the
EU average of 95 percent.

Figure 7: BiH and comparators: Gross enrollment rate by level of education, 2016 or latest
available

25 |t should be noted that BiH does not calculate or report gross or net enrollment rates at the state- or entity-level.

17



o

‘v*\& SO
%9‘& %6 %\04

100

80

60
4

20

0

. © {s&
Q?o %0 0

m Preschool = Primary m Secondary

Source: Comparator country data from UNESCO UIS, 2018; EU data from Eurostat, 2018; BiH data calculated by
World Bank staff using data from MoE and UN Population data, 2018

19. Low capacity in urban areas is one factor explaining low enrollment in preschool.
Despite high demand among parents for preschool education in certain urban areas (there are
waiting lists in larger towns such as Sarajevo, Banja Luka, Brcko, and Mostar), existing
infrastructure and funding are insufficient to meet this demand.?® In 30 of BiH’s 143
municipalities, not a single school has a preschool program.?” In rural areas, higher levels of
unemployment, less disposable income, and cultural norms about childrearing limit ECE
enrollment. The low ECE access in BiH is of great concern considering strong global evidence on
the importance of ECE in helping develop foundational cognitive and socioemotional skills, and
helping individuals escape inter-generational poverty.?® Additionally, a positive externality of
greater participation in ECE is the effect it can have on increasing female labor force participation,
which is of particular interest in BiH. However, learning gains from expanding access to preschool
are conditional on the quality of services, so the quality improvement agenda is directly connected
to the agenda of expanding access.

20.  Access to ECE also disproportionately benefits the children of working parents,
rather than the most vulnerable children who would benefit most. According to the recently
developed Platform for the Development of ECCE in BiH 2017-2022, the largest group of children
attending ECCE institutions in BiH are children from urban areas whose parents are most
frequently both in paid employment. These children account for around 75 percent of the total
number of children in preschools, whereas children from rural areas or with unemployed parents
represent only 1-2 percent of those attending preschools. This indicates that ECE currently
benefits children from better off households, even though research shows that vulnerable children
benefit the most from ECE interventions.

21. There are disparities between entities, with ECE and secondary enrollment rates
lower in RS than in FBiH. According to UNICEF’s 2011-2012 Multiple Indicator Cluster
Survey, there were notable differences in ECE access between the entities, with enrollment rates
of approximately 14 percent in FBiH and 10 percent in RS.?° In 2013, the gross enrollment rates

26 USAID (2016).

27 USAID (2016).

28 World Bank (2015).
29 UNICEF (2012).
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in primary education for FBiH and RS were similar at 88 percent and 89 percent, respectively
(Figure 8). However, secondary enrollment in RS was 79 percent, compared with FBiH’s
enrollment of 85 percent.

Figure 8: FBiH and RS: Gross enrollment rate for primary and secondary education,
2013
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Source: World Bank staff calculation using FBiH and RS Statistics Manuals, 2013 and BiH Census, 2013

22. Inequities also exist among minorities, the poor and rural dwellers. ECE enrollment
rates were especially low in rural areas where fewer than 8 percent of children attend any type
of ECE.® Children from poor and rural backgrounds are also less likely to attend secondary
school and more likely to drop out of school. Roma are recognized as the largest, most
neglected and vulnerable minority in BiH.3! Despite recent improvements, Roma enrollment
in education is significantly lower than non-Roma students, especially in primary and
secondary education (Figure 9). Furthermore, a striking 3 percent were enrolled in preschool
education in 2017, down from 11 percent in 2011. Early dropout rates are also high, especially
among Roma girls. Reasons mostly attributed to the discrepancies in participation of vulnerable
groups in education include the cost of education and related expenses, child marriage in the
case of Roma girls, and tradition and cultural norms.®? The high inequities are especially critical
for BiH as the Roma are a younger population than the non-Roma population and therefore
more likely to be underserved by the education system.

Figure 9: Changes in enrollment for Roma and non-Roma population in BiH, 2011-2017

30 UNICEF (2012).

31 According to the latest BiH population census (2013), 12,479 people in BiH self-identified as Roma, which
corresponded to approximately 4 percent of the total population. Nevertheless, the number may be underestimated
due to social stigma.

32 Robayo and Millan (2019).
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Quiality of education

23. Based on available internationally comparable data, learning outcomes are relatively
low in BiH. According to the World Bank’s Harmonized Learning Outcomes (HLO) database,
although BiH performs above the average of its income group and the Western Balkans, it
substantially lags the EU and OECD averages by 54 and 55 points, respectively (Figure 10).%
Moreover, despite relatively high expected years of schooling by age 18 (about 11.7 years), after
accounting for quality, students can expect to receive an equivalent of only 8.6 years of schooling
(Figure 11). In other words, for the average student, an average of 3.1 years of schooling is
“wasted” in the sense that it does not produce learning. Although this learning gap exists in all
countries, it is substantially larger in BiH compared to neighboring Serbia (2.2 years) and in other
countries with high-performing education systems, such as Singapore (1 year), Japan (1.3 years),
and Finland (1.7 years). In the context of a declining population and shrinking workforce, together
with the country’s EU accession ambitions, BiH cannot afford to waste the potential of its young
learners.

Figure 10: Learning outcomes by region and income

33 For BiH, the HLO database uses TIMSS 2007 data as this is the most recent international student assessment data
for the country. However, this will be updated once data for PISA 2018 is available.
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Figure 11: Expected vs. learning-adjusted years of schooling
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24, In BiH, learning outcomes are strongly correlated with students’ aspirations,

socioeconomic status, and other school characteristics. According to a deeper analysis using
the World Bank’s HLO database, the expectations of BiH students to attend university was the
strongest individual factor explaining variation in learning outcomes, meaning that this single
factor explained the largest share of variation in learning performance (Figure 12). This is an
interesting finding, given that aspirations are strongly influenced by socioeconomic status and the
school’s learning environment, both of which also and independently influence learning outcomes.
For example, factors including the school’s provision of enrichment classes, the average
socioeconomic status of students in a school, and students’ use of computers at school were also
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significant factors in driving student performance. Individual socioeconomic status also matters,
consistent with international research: only the top 10 percent of students belonging to poor
families can compete with students belonging to rich families.

Figure 12: Factors contributing to student achievement

Schools providing enrichment classes 24.5
Students use computer in school 10.0
Student expects to attend university 55.4
Student bullied atleast once last month -11.5
Student speaks the language of test at home 14.2
Female -7.2
Age-15.3
Average socioeconomic status of students in school 17.6
Socioeconomic status of student 12.2
-20.0 -10.0 0.0 10.0 20.0 30.0 40.0 50.0 60.0
HLO coefficients

Source: World Bank staff calculations using HLO database, 2019

Note: All results above are statistically significant at more than or equal to 99 percent confidence level, except for
“Student speaks the language of test at home,” which was statistically significant at more than or equal to 90 percent
confidence level

25. BiH also has relatively low instructional time compared to other countries, which
negatively affects students’ opportunity to learn—a key element of education quality—as
well as the efficiency of service delivery. BiH has relatively low average compulsory
instructional time allocations compared to peers (Figure 13). The difference between BiH and the
average for other comparator countries is equivalent to over 100 days of schooling for Grades 1-
4. Not only does this impact quality of education, but it also influences the efficient use of
instructional time and teachers’ working hours. This is an important consideration, since the
demand for teachers is driven by the curriculum and teachers” working hours (along with class size
norms).

Figure 13: Total hours of compulsory curriculum for basic education
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26.  The duration of preschool programs is also relatively low, and there is little
information on the quality of learning opportunities provided in preschool. In FBiH, most
preschool programs for the year prior to starting primary school (known as grade 0) last for around
150 hours, distributed over the year in blocks of two hours a week. In RS, it is organized over a
period of three months in blocks of three hours per day, amounting to a total of 190 hours.
Pedagogical experts note that 150-190 hours is not sufficient to achieve even basic results,
particularly in cases where the visits are infrequent. By comparison, the average number of weekly
hours in the EU is 29 and the program lasts for a full year.3* This suggests that the organization
of instruction at the preschool level could be expanded and strengthened to give children more
time for early learning and build the foundational skills required to succeed in primary school. In
general, more information about the quality of preschool education would be important, since any
gains to be achieved through expanding preschool access are conditional on the quality of services.

27. In terms of perceptions of quality, public dissatisfaction with the system is high and
many believe that skills are not enough to be successful. In 2016, a USAID survey on basic
education in BiH revealed that only about 25 percent of citizens expressed satisfaction with
secondary education, and about 30 percent expressed satisfaction for primary education.®® The
EBRD Life in Transition Survey (2016) found that nearly 40 percent of respondents were
unsatisfied or very unsatisfied with the quality and efficiency of vocational education. A 2018
Tracer study of TVET also revealed that 67 percent of TVET graduates who responded believed
practical skills training was lacking to a considerable extent (i.e. to a great or to some extent)
during TVET and 63 percent reported a lack of equipment and training materials during their
coursework.3® Finally, less than 20 percent of low- and middle-income respondents to the Life in
Transition Survey agreed that intelligence and skills are the most important factor for success,
whereas nearly 50 percent instead selected political connections as being most important.’

28. Despite such perceptions, available information suggests that there is limited public
demand to change the status quo in education. Education is identified as a top priority for
government spending, higher than social assistance, public infrastructure, housing, and
environment (and roughly equivalent to health care).*® However, very few people in BiH believe
that education is a top development priority for the country. Only 5 percent of survey respondents
in 2016 and 2017 identified education as a top priority for the development of BiH. Furthermore,
only 6 percent identified education reform as among the top 3 priorities for the international
community in supporting BiH.*® This reflects a tension between maintaining and continuing to
fund the status quo, versus supporting reforms that improve quality and respond to the public’s
demand for improved education services.

External efficiency

3 MoCA (2018)

3% USAID (2017b).
% G1Z (2018).

37 EBRD (2016).
3 EBRD (2016)

3 USAID (2018a).
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29. In BiH, educational attainment is relatively high and linked to higher earnings. In
BiH, 84 percent of 25-64-year-olds have attained at least an upper secondary education (Figure
14). This is higher than Western Balkan peers, Macedonia and Serbia (70 and 80 percent,
respectively) and higher than the EU and OECD averages of 78 and 81 percent, respectively.
Furthermore, higher educational attainment is correlated with higher earning potential in BiH.
While this is expected on the aggregate, it is important to underscore that quality of learning
achieved through higher levels of education—not just quantity of schooling—is key to human
capital development.

Figure 14: Educational attainment and earnings

Share of population aged 25-64 having Earnings by educational attainment
attained at least upper secondary
education, 2018 or latest available
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Source: Eurostat, 2018 and OECD, 2017 for comparator data; World Bank staff calculations using 2015 Household
Budget Survey used for BiH data
Note: ‘Higher’ category includes specialization after secondary education and higher education

30. Returns to education confirm there is a premium for high-level skills in the labor
market. An analysis of returns to education in BiH reveal that the returns to education are
incremental with each level of education attained yielding higher levels of skills (Figure 15). This
finding is aligned with the fact that employers in BiH are demanding a variety of high-level skills,
and there is a premium for achieving them. These returns are roughly comparable with the overall
rate of return in ECA of 7.3 percent and the world average of 8.8 percent.*°

Figure 15: Returns to education by level of education, 2015

40 psacharopoulos and Patrinos (2018)
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31.  Over 