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CHAPTER 1.

The Labour Market, Skills and Growth in the
Western Balkans: An introduction

Will Bartlett and Mihail Arandarenko

Introduction

In modern economies, continuous economic restructuring,
innovation, and globalisation have led to major transformations in
labour markets, giving rise to pervasive skill gaps and skill
mismatches. This turbulence in the labour markets has been even
greater in the transition economies of the Western Balkans where
entire industries that previously relied on subsidies and operated
under soft budget constraints have all but disappeared. Additional
changes have been brought about by armed conflicts, while the
creation of new states has led to more intense labour market
changes than in other parts of Europe. The pace of structural
change has been accelerated by the adverse impact of the recent
economic crisis, which has led to a further large-scale loss of jobs
in traditional industries in the region.

The issue of skills has come to prominence in the context of the
current global economic crisis which has brought the former
growth model based on inflows of external resources in the form
of bank credit and foreign direct investment and remittances to a
sudden end (Bartlett and Prica, 2011). These inflows of financial
resources fuelled a consumption-led model of growth in which
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current account deficits soared as consumers took advantage of
increased incomes to import new cars and household goods from
the West, at the same time as indigenous manufacturing
industries inherited from the former communist regime collapsed.
During that time there was little investment in upgrading
education systems and the skills of the workforce have
deteriorated despite the inheritance of high levels of human
capital from the former system. The economic crisis has therefore
brought into sharp relief the need for a new growth model based
on greater reliance on indigenous resources (FREN, 2010; Snoy,
2011).

While the region benefits from impressive natural resources and a
fertile agricultural sector, the main resource is the human capital
of its people. From this perspective the development of education
and the improvement of labour force skills is a key factor that will
underpin future economic recovery and growth of the Western
Balkan economies. Enhanced labour force skills are needed to
support investment in high technology industries and new service
sectors, increase competitiveness and enable countries to expand
their exports to the EU". In the absence of an improved skill base,
economic convergence to EU living standards is likely to be
postponed for decades to come.

Ytis widely recognised that an essential element of a new growth model
for the Western Balkans will require an improved export performance in
order to overcome the balance of payments constraint to growth (Ehrke,
2011). However, the role of investment in new skills to underpin
improved competitiveness is less often appreciated.
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Skills mismatch in the Western Balkans

The economic transition in the Western Balkans has involved
large-scale structural change which has come about through the
processes of privatisation and enterprise restructuring which have
destroyed jobs in old state and socially owned enterprises and
which have made the stock of skills inherited from the former
system obsolete. Foreign direct investment has brought new
technologies requiring new skills while new firm entry due to the
initiative of entrepreneurs has brought new working practices in
small and medium sized enterprises requiring ‘soft’ adaptable
skills. Ad hoc skill needs surveys of employers, often undertaken
by donor-funded programmes, have identified skill gaps in ‘soft’
skills (communication, entrepreneurial attitude, team work and
positive attitudes to work) in Western Balkan transition countries
(Masson and Fetsi, 2008). This increase in demand for generic
skills has reflected the decline of manufacturing and growth of
new services sectors.

Although unemployment rates had been on a falling trend up to
2008, long-term unemployment has been persistently high leading
to a corresponding obsolescence of skills among a large section of
the workforce. After almost a decade of sustained economic
growth, the global economic crisis brought about an abrupt
reversal of fortunes and unemployment began to increase in most
countries of the region. Unemployment rates have reached as
high as 32% in Macedonia and 47% in Kosovo. Long-term
unemployment is a serious problem, which especially affects older
workers with obsolete skills. Youth unemployment is also very
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high and increasing. On the demand side of the labour market,
many old large scale industries have declined or closed down,
while most new jobs have emerged in the service industries
among which a range of new skills are needed (Bartlett, 2007).

The process of transition and associated long-term unemployment
has also encouraged many workers to drop out of the labour force
or take up low paying jobs in the informal economy. Skilled
workers who cannot find a job in the formal sector may accept an
informal sector job at a skill level below that corresponding to
their qualifications, so that the phenomenon of “overeducation”
may also be present in the informal economy. Many countries
have also seen a growth in self-employment which is often a
‘push’ phenomenon providing for self-subsistence, not necessarily
matching skills to activities.

Skill mismatch appears to be a more permanent phenomenon in
the Western Balkans than in more developed EU countries where
mismatch mainly affects younger people and tends to decline with
age due to occupational mobility, movement up the career ladder
in larger firms and investment by employers in on-the-job-
training. In the Western Balkans, such mismatch tends to be more
persistent for a number of reasons. Firstly, old skills quickly
become redundant when new technologies are introduced
through restructuring. Secondly, employers invest relatively little
in on-the-job-training due to uncertainty induced by the poor
investment climate. Thirdly, old skills have gradually become
obsolete due to the persistence of long-term unemployment.
Fourthly, re-skilling has been inhibited by the low provision of
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adult education and life-long learning opportunities. Such skill
mismatch could in principal be overcome through on-the-job
training or career mobility, but employers are often reluctant to
spend on employee training, while career mobility is often
severely limited by structural factors such as lack of retraining
opportunities and the costs of moving house.

It has been claimed that skills mismatches in transition economies
are related to the poor quality of education and low levels of
public expenditure, which have reduced the available stock of
skilled labour (Murthi and Sondergaard, 2010). It is also often
argued that curricula inherited from the former system are
unsuited to the development of a service-oriented market
economy and they have not been adapted to reflect the new
occupations that have emerged in the service sectors and in high
technology industries. Skills that are taught in vocational
education institutions tend to be too specialised in obsolete
occupations. Education methods often out-dated and depend on
rote learning rather than problem solving. There is generally a
deficit of education in transferable skills (so-called ‘soft skills’).

The upgrading of the education system is not simply a problem of
low administrative capacity but also of the lack of incentives for
change embodied in political systems. Several factors are involved
including reform resistance by the teaching profession; corruption
in the state education system which reduces education quality;
the growth of private tertiary education with little quality control;
and the lack of incentives for entry of new vocational training
providers, whether for-profit or not-for-profit, to provide life-long
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learning opportunities. All of this result in very low participation in
lifelong learning for the adult population. Remedying such policy
gaps will be just as important as dealing with individual skill gaps
and mismatches as a means to underpin the new growth model in
the future.

Overview of the book

Part | of the book focuses on the labour market side of the
mismatch between jobs and skills. In chapter 2, Will Bartlett, Jens
Johansen and Debora Gatelli provide an empirical analysis of skill
mismatch in the Western Balkans. The chapter provides several
empirical findings on the nature of skill mismatches. Firstly, the
degree of mismatch changes over time quite markedly implying
that strong underlying market forces affect the degree of skill
matching. Secondly, there tends to be an inferior matching of
women compared to men. Thirdly, the degree of mismatch varies
across education qualifications; there is a divide between workers
with at most high school and vocational education who suffer high
levels of mismatch, and more highly educated workers with
college or university education who have a better experience in
the labour market. These findings can be explained by the
enormous structural changes in the labour markets brought about
by the transition process combined with an education system that
is unreformed and poorly adapted to the new needs of the labour
market and also far less resourced than in the past. Vocational
and high school graduates often have inappropriate skills and
qualifications and have difficulty finding a job. University
graduates, while increasing in number, find jobs relatively easily

(8]



because restructuring and technological change has increased the
demand for highly skilled workers. Although demand for skilled
labour is increasing due to technological change in both
manufacturing and service industries, many university graduates
take jobs that would be more appropriate for high school and
vocational graduates leading to the phenomenon of ‘bumping
down’, increasing the problem of mismatch for high school and
vocational school graduates who suffer excess unemployment.
The analysis in this chapter is based on aggregate data derived
from labour force surveys. However, the extent to which skill
mismatch can be identified from this data is limited in the absence
of more detailed skill surveys.

The analysis of skills surveys and their reliability is the subject of
the following chapters. In chapter 3, Mihail Arandarenko and
Galjina Ognjanov provide an analysis of employer skill needs
surveys in Serbia where several such surveys have been
conducted in recent years. They point out their promising features
but also identify some problems, focusing on the example of the
“South Serbia occupational skills survey” carried out in February
2011 in the districts of Nisavski, Jablanicki, Pomoravski and
Pcinjski. The survey provides information for the design and
targeting of training programmes to firms most likely to create
jobs in the short and medium-term by size, economic sectors,
occupations and skills. On the basis of a careful analysis of the
results, the authors demonstrate the methodological and policy
limitations of such occupational skill surveys. They suggest that
Serbia needs a generalised, strategic discussion on how to reform
the education and training systems but argue that while skill
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surveys are useful inputs to such a discussion, they do not provide
reliable information about the future trends, produce over-
optimistic forecasts and overestimate skill gaps. They argue that
structured expert thinking is needed to interpret such survey data.
In Chapter 4, Jovan Pejkovski sets out a critical analysis of
employer skill surveys in Macedonia. He points out that the
surveys cover only a section of the labour force and therefore are
likely to contain an inherent bias towards those sectors, such as
large firms, which are easier to monitor and to measure. Policies
based on such surveys run the risk of neglecting the skill needs of
small and medium sized firms as well as firms that operate in the
informal sector. Their skill requirements may be quite different to
those that are measured and monitored by formal skill surveys,
and policy-makers should beware of implementing reforms that
fail to address their needs. In Chapter 5, Teo Matkovi¢ analyses
employee surveys in Croatia and traces the transition from jobs to
work and the consequent evolution of skills mismatches. He
shows that horizontal education-job mismatch among young
people entering the Croatian labour market is widespread and
persistent but rejects the ‘mechanistic mismatch’ hypothesis for
such outcomes. In other words, the problem of youth integration
in the labour market is not one of exclusion from a chosen filed as
young people seem quite capable for finding jobs outside their
chosen filed (reflecting field of study mismatch). In his fascinating
empirical analysis, Matkovi¢ demonstrates that while many
graduates are employed in jobs for which their education does
not provide a good match, those educated in fields that
correspond to the sectors in which they find work obtain their job
only slightly faster than others. He argues that this evidence
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shows that the Croatian labour market is not an occupational
labour market and that many young people end up in a job
completely unrelated to the one they trained for. While this form
of horizontal field of study mismatch may not be too much of a
problem (in that young people find a job — just not the one they
studied for), the author suggests that the credibility of vocational
education is nevertheless diminished by the failure of the
educational system to train students in sectoral skills for which
there is a real demand. Moreover, university graduates often take
jobs away from graduates of vocational schools ("bumping
down"). He suggests that policy makers should improve
coordination between the education system and employers and
that the development of evidence-based sectoral standards,
occupational profiles and qualification frameworks currently
underway in Croatia will only succeed if such efforts are inclusive
of all the stakeholders in the labour market and the education
system.

Part Il of the book focuses on the education side of the jobs and
skills matching puzzle and questions the extent to which the
education systems in the Western Balkans offer young people an
educational experience which is adequate to prepare them for
their future working life. It also covers the issue of lifelong
learning and retraining throughout the life course.

In Chapter 6, Alexander Kleibrink addresses the issue of life-long
learning in the Western Balkans. He explores the introduction of
National Qualification Frameworks designed to provide
comparability in education and training qualifications as a means

(11]



to underpin labour mobility within the EU. His critical assessment
argues that the countries of the Western Balkans have rather
unthinkingly adopted the European Qualification Framework
without paying sufficient attention to adapting it to local
conditions and institutional environments. In consequence the
countries of the region have not been able to develop effective
lifelong learning systems and training programmes that would
respond to the specific problems of the region.

The following two chapters provide a critique of education polices
in providing appropriate skills for the labour markets in two
Western Balkan countries: Macedonia and Croatia. In chapter 7,
Nikica Mojsoska-Blazevski and Maja Ristovska provide a critical
assessment of education policy in Macedonia in promoting human
capital. They argue that this policy has focussed too heavily on
expanding university education leading to a situation of over-
education, to the detriment of education investment in the
primary education level. They show that despite the growth of
education expenditure in Macedonia, many students have poor
basic skills in literacy, reading, maths and science and leave school
early with a low level of human capital. While the number of
university graduates is increasing, employers require mainly
workers with secondary and primary education. Returns to higher
education are declining as ever more young people pass through
the university system leading to an increasing problem of over-
education, carrying out lower-skill jobs where their productivity is
below their potential. They argue that education policy would be
improved by rebalancing education expenditure to pre-school and
primary education. They also argue that there is a need for
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improved matching between the supply and demand for skills by
engaging employers in the design of curricula through focus
groups and employer surveys in different sectors. In chapter 8,
Nevenka Cuckovi¢ and Will Bartlett provide an analysis of the skills
gaps facing small and medium sized enterprises in Croatia. They
argue that the current system of education and training is failing
to meet the needs of SMEs and that a reform of the training
system is needed to improve the skills of the labour force in this
sector, which is of critical importance to an improved competitive
performance of the Croatian economy as it approaches full
membership in the EU.

The issues of the ‘brain drain’ and the migration of skilled workers
are taken up in chapter 9 by Sasha Barnes and Nermin Oruc who
analyse a survey of skills of emigrants from Bosnia and
Herzegovina. In the 1990s, Bosnia and Herzegovina experienced
the mass emigration of more than 25% of its population which,
combined with a political reluctance for educational reform, has
created significant skills mismatches in the Bosnian labour market.
Because many young Bosnians living abroad have acquired new
skills in developed countries that are scarce in the home labour
market, their return may partly alleviate the problem of skills
mismatch. This chapter explores the potential of the Bosnian
diaspora community to fill these skills gaps. They propose that the
skilled diaspora provides a rich pool of talent that could contribute
significantly to the development of the Bosnian economy if at
least some could be persuaded by adequate incentives to return
home and take a skilled job, whether on a permanent or
temporary basis. The chapter suggests that such policies could go
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some way to reducing skills shortages and mismatch created as a
consequence of the lack of coordination between educational and
labour market policies in BiH.

An assessment of what has been learnt from the research
reported in these chapters is presented in the final chapter of the
book. It suggests that a broad range of policies are needed in the
Western Balkans to bring about the necessary adjustment to
provide for better skills matching and reduction of skills gaps in
the region. The reduction of skill mismatch and the filling of skill
gaps may not be thought to be a priority in the context of high
and rising unemployment in the region. Employers can more or
less pick and choose between many prospective job candidates,
while mass unemployment holds down labour costs, despite the
support to reservation wages provided by large inflows of
remittances. However, even in this period of recession, many
employers find that they are unable to obtain workers with the
right mix of skills that are needed, and especially seem to be
concerned that the workforce is widely lacking in the modern
‘soft’” skills needed to enable increased productivity and
competitiveness to overcome the economic downturn.

Moreover, even if during the period of crisis the issue of skills
mismatch appears to be less pressing than many other urgent
calls on policy makers attention, it is nevertheless vitally
important that the skills of the workforce are developed in
preparation for the demands of future economic recovery and
growth. Regional cooperation also has an important role to play in
providing coordinated action across the wider regional labour
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market which can assist with a rebalancing of skills supplies and
demands linked to increased labour mobility between countries.

Without action taken now to reform and modernise education
systems, and to put in place effective information and education
and guidance systems to ensure that young people are making the
right choices, the lack of skills will continue to place a heavy
constraint on economic growth and will hinder the eventual catch
up in living standards and economic performance of the region to
the rest of Europe for decades to come. As the chapters in this
book emphasise, the issue is of vital importance to the future of
the region and the research findings presented here make a
substantial contribution to the evidence base on which
appropriate polices can be formulated. They also provide a critical
perspective on the existing policy approaches, which are often
inadequate to meet the goal of improving the skill matching on
the labour market and reforming the education system to better
meet the needs of students and employers alike.
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CHAPTER 2.

Skills Gaps and Mismatches in the Western
Balkans: A Comparative Analysis!
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During the economic transition unskilled workers lost
employment disproportionately as the skill content of blue-collar
work increased due to technological change. Job creation in new
firms was biased against workers with low educational
attainments, while skills and technological changes gave rise to
shortages in the supply of skilled blue collar workers (Commander
and Kollo, 2008). Analysis of several large-scale employer surveys
has shown that, as transition progressed, constraints on business
growth due to skill gaps became more prominent (Mitra et al.,
2010). Skill gaps have placed constraints on labour reallocation
from low to high productivity sectors and have consequently
slowed down the rate of economic growth (Brixiova et al., 2009).
In the Western Balkans, skill mismatches have emerged in the
higher range of qualifications, with labour surpluses and
consequently relatively high unemployment rates among
secondary school leavers (Bartlett, 2007). Moreover, skills
mismatch is a more long-lasting phenomenon than in the
developed economies suggesting a relatively high social cost of
skill mismatch.

While the unemployment rate of university graduates is rather
low in many transition countries, it is typically much higher among
those with only primary or secondary education. In some
countries, the highest unemployment rates are found among the
graduates from secondary vocational education. Secondary
schools, according to enterprise surveys, do not equip students
with the sort of skills that would make them attractive to
employers. Consequently, youth unemployment is high in the
region. Vocational schools continue to teach out of date curricula
in most countries, providing skills that are of little use in the
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labour market (Masson and Fetsi, 2008: 82). The returns to
improved efficiency and effectiveness in the vocational school
system are therefore likely to be rather high (Bartlett 2009).

The economic crisis has only worsened pre-existing public sector
budget constraints, and has put downward pressure on already
low education budgets in the region. Skills mismatches and skills
shortages have therefore become a priority concern for policy
makers, especially since the onset of the global economic crisis
and its intensification through the crisis in the euro zone. In the
Western Balkans, economic growth can no longer be achieved
through reliance on inflows of external resources of finance, direct
investment, and remittances as in the past. While these will
continue to be important sources of growth, their contribution to
growth will not be as great in the future as it has been over the
last decade and countries will need to rely much more on their
own resources.

One of the key resources for growth is the human capital of a
country’s residents, which will need to be nurtured and mobilised
so that economic growth can be maintained in the future. While
there are many aspects to this complex process, the efficiency
with which existing resources are used on the labour market must
surely be a priority for policy makers. The process of matching
skilled workers to the most appropriate job is central to this
concern. Yet, currently there is much evidence to suggest that the
extent of mismatch in the Western Balkans is rather high. Efficient
matching will ensure that frictional and structural unemployment
is reduced if not minimised, that people with the right
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the following section data are analysed through three related
methods that identify different aspects of the problem. The
analyses are synthesised into an overall discussion of the patterns
of mismatch over time, across educational levels and by gender.
The final section provides some policy conclusions.

1"H#$Y6&96' ()*+%0, %~/ (/+" 0L (—-+2%$/+%, BH#%'A5 */ +

The analysis in this section aims at a comparative cross-country
comparison. Existing survey data is not suitable for this purpose so
we make use of aggregate data from labour force surveys. The
class of measures of skill mismatch we adopt makes use of
information on the qualification distributions of employed and
unemployed people. The most straightforward measure looks at
the standardised variance of the unemployment rate across
groups of workers with different levels of educational
qualification. The justification is the hypothesis that in the
absence of mismatch, each qualification group would have an
equal employment probability and the variance of unemployment
rates would be zero. The main drawback of this measure is that
does not identify the source of mismatch. We therefore use a
second measure, designed to pinpoint the source of mismatch,
which compares the share of each educational qualification (skill)
group among the employed and the unemployed. The hypothesis
is that in the absence of mismatch, a skill group would be equally
proportionally represented among the employed and the
unemployed. The existence of mismatch within a skill group is
revealed by such an imbalance and the measure therefore enables
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the identification of where mismatches lie within the labour
market.

The above statistics provide a measure of ‘I"#$%"&'() skill gaps
within different educational qualification (skill) groups on the
assumption that there is no substitutability in employment
between workers with different levels of educational
qualification”. For example, a finding that the unemployment rate
among university graduates is relatively low would be interpreted
as evidence that there is a deficient supply of graduates, in other
words as a skill gap for highly qualified workers. This
interpretation is based on an assumption that there is no
substitutability in employment between workers with different
levels of educational qualification. This is a strong assumption. In
practice, employers are likely to choose workers with higher
education levels (higher levels of human capital) to those with
lower levels of education, even for jobs that do not require the
higher level of education. This phenomenon is commonly referred
to as ‘bumping down’ (McGuiness, 2006). It is a symptom of
‘+#'$-()*mismatch across levels of educational qualification (skill).
Given rational profit-maximising behaviour by employers we
would not necessarily expect to see perfect horizontal matching in
the sense of equal proportionality of unemployment and
employment across education groups®. Nevertheless, private
rationality is not the same as social efficiency. The bumping down
phenomenon also has a social cost, since it implies that too much

* This is rather similar to the idea of a “mechanistic” model of mismatch
developed in Chapter 5 below by Teo Matkovic.

> We are grateful to Mihail Arandarenko for bringing our attention to this
interpretation.
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substitutability between workers with different educational levels,
we cannot identify the nature of such mismatch — whether it is
horizontal or vertical. Moreover, this measure only indicates the
existence of mismatch and does not pinpoint its source.
Technically, it is expressed as

m, = Var(ﬁj
u

Where u; is the unemployment rate for group i while u is the total
unemployment rate. If the unemployment rate of all educational
groups is the same then the variance is zero. The more different
are the unemployment rates of the various education groups, the
higher will be the variance.

Figure 1: Variance of relative unemployment rates, 2005 to 2010
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Source: Labour force survey data
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Overall, the variance of relative unemployment ranges from a high
of 0.36 in Montenegro (2009) and a low of 0.04 in 2010 in both
Croatia and Serbia. Over time, it displays an ‘inverted U-shape’ in
both Serbia and Montenegro and to some extent also in Croatia.
Mismatch appears to have increased during the boom years
followed by a decrease as the effects of the global economic crisis
began to be felt. A particularly high peak can be observed in
Montenegro at the end of the boom period.

Proportional measures of mismatch by education level

This measure of mismatch compares the share of unemployed
people with a given education level to the share of employed
people with the same level of education (Johansen and Gatelli,
2012). The proportionality index measures the deviation from
unity of this ratio. If the share of unemployed people with a given
education level is less/more than the share in employment the
mismatch ratio there will be a negative/positive mismatch (under
the assumption of non-substitutability this could be interpreted as
a skill shortage). Only when the shares of an education group in
both unemployment and employment are identical will there be a
situation of perfect matching for that group. Alternatively, on the
assumption of substitutability discussed above, a negative statistic
for university graduates could be due to ‘bumping down’ and
therefore interpreted as an excess supply rather than a skill gap.
On this view, there would be a potential over-supply of university
graduates reflecting the critique of systemic ‘overeducation’.
Consequently, although the proportions measure does provide
some evidence on where skill mismatches may lie, it is by no
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means straightforward to interpret such evidence. This means
that the measures proposed in this chapter should be used by
policy makers with caution and should be supplemented by other
research evidence from the rich variety of options discussed at
length in other chapters in this book.

The overall pattern of mismatch in the data for the three Western
Balkans countries we consider in this chapter is one of an
‘inverted U-shape’ across education categories, with positive
mismatch in intermediate levels of education, and negative
mismatch in lower and upper levels of education. Thus, positive
mismatch (the proportion in unemployment greater than the
proportion in employment) occurs in Croatia in ISCED levels 2 and
3, in Serbia among those with ‘intermediate’ level of education, in
Montenegro among those with vocational education. Both lower
and higher education groups tend to have negative mismatch (the
proportion in unemployment less than the proportion in
employment) in Croatia (ISCED 1 and ISCED 5-6), Serbia (‘low’ and
‘high’ education) while in Montenegro positive mismatch is
observed among those with primary education.

In Croatia, workers with a low level of education (ISCED 1) and
those with a high level of education (ISCED 5-6) are negatively
mismatched while those with a medium education (ISCED 3-4)
have a positive mismatch (see Figure 2). The pattern of gender
mismatch shows a greater degree of mismatch for women than
for men (women are further from balance between shares in
employment and unemployment than men) for all education
levels other than for ISCED 2.
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Figure 2: Proportional mismatch by education group, Croatia,
6-year average (2005-2010)
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Source: Labour force survey data

On an assumption of no substitutability the pattern of mismatch
would imply that there is a skills gap for highly skilled workers. In
contrast, an assumption of substitutability would imply ‘bumping
down’ and an oversupply of highly educated workers. However,
the bumping down hypothesis can hardly be an accurate
explanation of the negative mismatch among the least educated
workers. The relatively low unemployment share among this
group, compared to their share in employment, suggests that the
non-substitution assumption may be more relevant in the
Croatian case (otherwise these low skilled workers would have
been ‘bumped down’ by those with an immediately higher
education level [ISCED 2] and they would have experienced
positive rather than negative mismatch). This suggests that there
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Figure 3: Proportional mismatch by education group,
Serbia, 6-year average (2005-2010)
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Figure 4: Proportional mismatch by education group,
Montenegro, 4-year average (2007-2010)
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the bumping down hypothesis may not apply at least at lower
levels of education. The implication is that in Croatia the evidence
reveals the existence of skills gaps, and these are greater for
women than for men. This is likely to translate into higher wages
for female university graduates than would otherwise be the case.
It also implies a need for an expansion of education provision in
Croatia. In Montenegro on the other hand there is more evidence
in favour of the non-substitution assumption and the bumping
down hypothesis. This implies that there may be some evidence
that there is overeducation in Montenegro and that women
experience more overeducation than men. It suggests that the
expansion of higher education in Montenegro has gone far
enough and resources should be expended on lower levels of the
education system in order to enable less educated workers to
compete more effectively on the labour market.

A further implication of the above is that the pattern and nature
of mismatch and of skills gaps and mismatches seems to vary
across the countries of the Western Balkans. In some countries
there appear to be skill gaps for highly educated workers, while in
other countries there appear to be an oversupply amounting to
overeducation. This suggests a natural avenue for improved
regional cooperation in the establishment of a regional labour
market in skilled labour, in which the excess supplies and excess
demands could be profitably matched to the benefit of workers
and employers alike. For example, regional cooperation that
enabled skilled workers from Montenegro to more easily fill
skilled vacancies in Croatia would lead to an overall welfare
improvement for all concerned.
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presents an effort to compile the full list of available general and

specific sources in the past five years.
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Survey purpose and methodology

The "'#$%&'()%*+ ,-"** + #/012+")+,(#&3+, LidKocarried out in
February 2011. The research was supported by the joint
programme on 5(#&3+16$*(261)&+ %) 7+ 6'8/%&¥GM) financed
by the Millennium Development Goals Fund and by the project
99B%"' &2+ 4#*7)8+ :(/+ ')"*#.'01+ *("%*+ 7101*($61)&+ ")+ ,(#&31/)+
,1/4'% (PBUILD), funded by the Governments of Sweden, Norway
and Switzerland. The main purpose was to identify occupations
and skills most demanded by enterprises. The ,#/012 enriches the
data set on labour demand initially made available by the
"'#$%&'().+%)7+,-"**.+ #/012+;<@Bozanic, 2009) and confirms a
number of trends.

A total of 666 enterprises and 487 entrepreneurs (i.e.
unincorporated businesses) were surveyed. The Republic
Statistical Office (RSO) carried out the sampling and fieldwork. The
sample frame comprised of 5,267 enterprises and 8,073
unincorporated businesses generated at country level by cross-
referencing the records of the business register and of the tax
administration. Sampling was based on stratified random
sampling procedure (by district, enterprise size class and
economic sector). The fieldwork was administered by phone.

The instrument used was a structured questionnaire, comprising
of both closed and open-ended questions. The issues addressed in
five different sections were: 1) Job creation and job destruction
among enterprises and entrepreneurs, 2) Trends in workforce
recruitment, 3) Skills and proficiency of the workforce, 4) Training
practices and 5) Cooperation with the National Employment
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Service. The instrument was based on International Standard
Classification of Occupations (ISCO 2008), thus allowing data
analysts to derive occupational skills needs based on international
classification of occupations. This was the major change in the
methodology since the first establishment survey of 2009, which
addressed the employers’ needs for “non-vocational” as well as
vocational skills. In contrast, the goal of ""#$%&'()%*+,-"**.+ #/012+
3455 was to apply a more informative instrument which would

allow better understanding of skills needed thus offering a

valuable input for subsequent provision of adequate measures

and policies.

Main findings

The collected data on job creation and destruction were used for
mapping the employers’ skills needs. A two-step approach was
implemented. Firstly, the occupations most likely to create new
jobs were listed according to survey findings on 1) occupations
creating jobs in last 12 months, 2) current vacancies and 3)
occupations to create jobs in the next 12 months. In the second
step, the skills needed to professionally perform these
occupations were mapped on the basis of ISCO 2008.

The survey found that the occupations most likely to create new
jobs, and hence the likely skills needs, were grouped into four
broad categories: (1) Sales (mainly shop sale assistants, but also
managers and sales demonstrators), (2) Clerical (office, stock,
accounting and bookkeeping clerks), (3) Food preparation (cooks,
butchers, bakers, pastry makers) and (4) Machine operators and
assemblers (food preparation, metal and wood).
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In addition to the vocational skills listed above, some new
occupations related to engineering and management also require
a set of intellectual skills (for example, consultancy in civil
engineering, developing and creating structures such are bridges,
roads and management, evidence based planning, developing
strategies and consultancy related to advertising).

According to the survey findings, only 20 businesses consider that
their workers had insufficient skills, and it can therefore be
concluded that overall, entrepreneurs in South Serbia consider
that their current workforce is quite competent. Increasing
training and recruitment are the main strategies employers have
adopted overcome the existing skills gaps. Trainings are mostly
provided in-house, financed by the employers’ own resources and
are generally rather short (a week or two).

Finally, other general findings stemming from !""#$%&'()%*+ ,-"**.+
#1012+345%4ere that the age group 25 to 45 years old was most
likely to receive training and that enterprises preferred to invest in
workers with higher initial skills levels rather than in low-skilled
workers.

Assessment of skills needs using establishment surveys

The main issue arising from the implementation of the
occupational skills surveys for the assessment of skills needs in
South Serbia is connected with its potential contribution to
training and education, i.e. developing adequate measures and
policies. On the one hand, the survey provides enough
information for creating active labour market measures and for
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the provision of vocational skills training in the medium and short
run. More specifically, it provides clear indications for the design
and targeting of employment programmes in terms of enterprise
size (micro and small enterprises), economic sectors (trade,
manufacturing and, to a lesser extent, construction and
professional services), occupations (sales assistants; office and
bookkeeping clerks; bakers, butchers and food preparers; and
machine tools operators) and the skills most likely to create jobs
in the short and medium-term.

On the other hand, it is hard to say that the survey also provides
adequate information for shaping formal educational programmes
and policies in the long run. For example, one of the survey
findings was the overall satisfaction of local employers with the
competences and proficiency of the workforce. This may indicate
that the current educational system is adequate to supply the
local labour market with workers skilful enough for available
occupations. However, future changes of the local labour market
are hard to anticipate on the basis of employers’ surveys and
therefore call for the use of other methods as well.

The major problem of this type of establishment survey is related
to the low ability of entrepreneurs to communicate the workforce
skills that they need. In Serbia, this problem was already noted in
the first establishment survey in 2009. In one section, the
instrument included a list of non-vocational skills whereas the
needs for vocational skills were to be filled in by the employers.
The data analysis showed that employers were mostly opting for
listed non-vocational skills while not providing adequate data on
vocational skills needs.
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Conclusions

A weakness of the Serbian education system that is most often
emphasised is a clear disconnect between ‘school’ and ‘work’. The
scope for co-operation between education and the economy has
been mapped out and concrete proposals are made on how to
ensure it. However, the institutional separation between
education policy and employment policy continues to exist and as
yet there are no joint policy-making bodies that could work
together to reduce skill mismatches.

Mismatch is certainly an important mid- and long-term problem,
but is currently overshadowed by the diminishing demand for
labour as a consequence of prolonged economic crisis. As a result
of decreased demand, the supply of qualified workers, in
particular the supply of recent college graduates has temporary
improved. Employer surveys find the lack of soft skills as the most
pressing problem; however, in the longer run, with the expected
recovery in the demand for labour and diminishing supply of new
entrants, skills gaps will most likely widen for many occupations,
especially in the modern services sector and quite likely in some
industrial sectors which are expecting a revival in the next decade.

At this moment Serbia needs a generalised, strategic discussion on
how to reform the education and training systems in order to
adjust them to growing internal and external uncertainties.
Occupation and skills gap surveys are useful aids for such a
discussion, although they are still basically snapshots of present
situation and are not fully reliable in informing policymakers
about the future trends. Forecasts are based on trends, and
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workers were employed in medium-sized firms with 50-259
employees while only 0.3% of workers were employed in large
firms with 250 or more employees.

SKkill needs of the labour market

The Employment Agency conducts an annual skills needs survey of
employers. Its results are very significant, not only for ESA, but for
employers and social partners at regional and local level. The
survey provides information about the conditions and expected
changes in the labour market. The employers express their
demand for new hires in the 6 to 12 months following the survey
and their demand for skilled workers. The survey is based on a
sample of employers with 10 or more employees in eight sectors:
agriculture, hunting and forestry, manufacturing industry,
construction, trade, hotels and restaurants, transport, storage and
links, financial intermediation and real estate services. The survey
covers only firms from the private sector; the public sector is not
included in the survey.

The results of the last survey (2010) provide some insights about
the expectation of the employers. As could be expected, the
demand for labour fell as a result of the expectations about the
economic situation in Macedonia and in the countries in its
neighbourhood especially due to the Greek debts crisis, and the
difficulties in euro zone countries. Despite these circumstances,
the survey showed that only a small proportion of the firms
predicted a reduction of their economic activity (11.8%). Most
firms (56.5%) expect steady demand for their products, and
almost a third of firms (31.7%) expected an increasing demand. In
I
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I
Based on the evaluations and conclusions presented above, it
follows that there is a need for a re-evaluation of the
methodology on which the survey is carried out in order to get
correct picture of the future demand for skills on the labour
market.

The Macedonian labour market faces many adverse effects from
the complex multidimensional measures and policies that have
been implemented to pursue structural reforms. Well-coordinated
macroeconomic policies and employment policies are therefore
required at all levels, while microeconomic reforms are being
implemented to improve the business climate to ease the
administrative procedures for the start-up and growth of
firms. Such endeavours, together with measures to reduce labour
costs, should encourage the creation of new jobs, given the low
demand for labour.

Coordinated macroeconomic policies should be designed to
create a stable business environment and provide greater
dynamism in the economy. New investment based on domestic
resources and manpower will give a boost to domestic
business. Amid recession, taking measures to encourage domestic
factors of production is necessary to create a dynamic
environment  for  economic  growth and increased
employment. Economic convergence of the Republic of
Macedonia to the European Union requires policies to encourage
skill matching in the labour market and an adjustment and
coordination with the policies of European countries.
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The existence of a mismatch between the education system and
the labour market has become an everyday hypothesis in the
policy sphere in Croatia, but one that repeatedly fails to be
precisely articulated. Often, there is a mechanistic slant to the
term, seeing the problem as a mismatch between the structure of
occupations in demand and education programmes providing
such education. This line of understanding carries a cognitive
legacy of occupational labour markets, in particular of the
credentials-based workplace assignment from socialist times
(Mdller, 2005). The mechanistic mismatch hypothesis merits an
empirical validation for the case of Croatia, which | explore in this
chapter with respect to school-to-work transitions by following
four confirmatory steps.

First, | investigate the incidence of the horizontal education-job
mismatch among young people entering the Croatian labour
market and how persistent such a state might be. For the
abovementioned articulation of the mismatch problem to hold in
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study fit any of the occupations within the three-digit
occupational group then the occupation is “matched” with the
field of study. Managerial positions are considered to be
“matched” whatever the field of study. While matches established
in such a fashion suffer from “false positives” (i.e. potential
mismatches being classified as matches), it is fairly safe to claim
that few matches would be classified as mismatches with such a
procedure. Therefore, such relaxed matching procedure produces
a “lower bound” of horizontal mismatch incidence.

The matching criterion applied to the data from the Public
Employment Service register will be based on an expert
classification of occupations aligned with thirteen educational
sectors developed by the Croatian Agency for Vocational
Education and Training ’. In this exercise, each of 3,847 1SCO-
derived National Classification of Occupations (!"#$%&"&'"(
)"*$+$)"#%,"( -"&$."&,) was assigned into one of thirteen
educational sectors and provisional subsectors. As Croatian
vocational upper secondary education programmes are officially
classified within vocational fields grouped into educational
sectors, it was feasible to perform a "job analysis" matching.
However, the applied matching criterion was a relaxed one, as
graduates from any programme belonging to some educational
sector were considered to have made the transition to a matching
job if the occupation was deemed appropriate to that educational
sector (e.g. an occupation in food processing would be considered
to be a match for a graduate in agriculture). However, with this

7 This correspondence was developed under IPA component IV project
"Strengthening of the institutional framework for development of VET
occupational standards, qualifications and curricula"

[79]



&"()&*+! ,-1.&/1")/1,0121-)1 2/-8&01,/+! +)(,3)4-&1! 56,/76&-*+1)418!

(! 1)*&-)A&1! [2)4:&(8! 2:<*&- )4l =(&;<&-2/>1 &I! -2(-,&(8!
2;<*&-)41 /! 4)-1 )99*&118! *&-2=)(,/2;! &1)4=! -+2! 1,42/! )l
2;<*&- )A&11/2%-)(/

'#'$"%&S' (#)*&*+*,- $

@.)!;,/-,4* -1,&-&!N)<(*2/1 &(2K/2;! 4! -+, *+&'-2(>1 &/1624-,)42;!
AL-+21 4-();<*- )42 @+2!19,(/-! /' -+2 ASEHB28!)4! D;<*&-,)4&1!
&4;'D6'1)8624-'E&(22(/")9'E()&-,&4! F)<-&!'();<*2;! &/! &' H),4-!
299)(-1)9! -+2! IIKL! E()&-,&>! -+2! M,4,/-(8! )9! N2&1-+! &2
K2'&(-624-1)9! C)*,&1!02198&2"-+2P&*<1-8!)9!Q&.>!14,:2(/,-8!)9!
R&=(20>10&/2;!<")41(2/2&(*+"'(,)(,-,2/'2/-&01,/+2;!08!-+2!E() &4!
S),4-! T4*1</,)4! M26)(&4;<6? @+2! /<(:28! ;2/,=4! -/219! .&/!
6) ; 2112;!&9-2(!-+2!D@P!/*+))1112&:2(!/<(:28/'</2;!,411U(&,42!&4;)
CZ0,&6V)=&4ABSHR/!.211!&/!-+2!D<()'2&4!Q&0)<(!P)(*2!C<(:28!
W) *16);<12! A$SSS! BD(&/,-,)4/'9()6! 2;<*&-,)4! )1 )(UG ?!' @+2!
1<(:28! -&(=2-2;! -+2!')'<1&-,)4! -+&-! 129-! ¥)4- 4<)</! 2;<*&-,)4!
02-.2241A$PY&4;IASSH>1&4,1%)112*-2;1:&1,;1(2/)412/'19()6! A>ZA]!
(21Y4;24-",41-+2! (&4;)6!/&6'12!5&0)<-\]")9!")'<1&-,)47>!.,-+!
&!(2/N4/21(&-2!)9!27]'&6)4=!-+2121,=,012!+)</2+)1;/?! @+2!/<(:28!
A¥1<;2:1,2-&,12;12;<*&-,)41+ ,/-)(8!&4;1(2-()/'2*-,:2!,49)(6&-,)4!
&0)<-1(2/'4;24-IN [,=4,9,*&4-1 H)0/! ;<(,4="-+2,(! /-<;,2/>!9,(/-' H)O!
&9-2(112&542;<*&-,)4! &4;! -+2,(1 *<((24-! 1&0)<(! 6&(U2-! /-&-</?!
W1-+)<=+102,4=!-+2!/6&112(1)9! -+2!-)!;:&-&/2-/' <[2;>! -1 ,4*1<;2/!
6)(2! 0&*U=()<4;! ,49)(6&-,)4! &4;! 9)11).X" &0)<-! -+2!
/<0/2_<24-1H)0?

@+21)-+2(1;&-&1)<(*2!</2;! &/1&41&4)486,/2;12°*2(-19()61-+2!
L<01,*161)8624-1C2(;,*2! 5LDQRE,/-2(?!@+,/!;&-&/2-1,4*1<;2;1&11!

"H$%



|
|
&'(*+)!,-*1-./1(01)2'(/!,12-13451 6%(12-'161()2! 217'18'2,"+!
9::;1.4/19:$:<1.0/19:1%(1="))1.212-"121 7'1*61 ('01) 2(.21*+>12-1) I 1)1.!
=.(0<! @(1AR.++1+0! /.2.! @*==@21*+ 2-.2! 1+@=B/)! &('@1)!
16%7.21*+! *+! 61()2! 'C12! 2* '7&=*D7'+2! E16! 12! - &&'+'/F! .+/!
[2.1=1*@@B&.21*+.=1/)21+.21*+>1 G-1="1)B@-! . '='@21*+! @(12'(1.!
2.(02') 2-'1 &*&B=.21*+! *6! (@'+2! )@-**=! =" H'()! ,12-! B&&'(!
)@*+/.(D!" / B@.21*+!8B2!+*1)B8)2.+21H'16*(7.=! *(I'C&'(1'+@'<!
2-1).7 &="(2(LHN 1) &(*+'12%1)="@21*+181.)1 2% .(/)! 2-1="))!
'78&=*D.8="l E"&'@1.==D! /B(1+0! JO**/! D'.()JF<! .)! 12! 1)! =1I'=D! 2-.2!
B+7&=*D'/! D*B2-! /*!| +*21 '+2'(1 2-'| B+'7&=*D7'+2! ('01)2'(!
(.+/*7=D "I

21 - +/=140! *6! /.2.1 ,1==! 8 6*(12-1 7%)2! &.(2! /N@(1&21H'<!
@*7& (140! *B2@*7")! .+/1 2-'1(1 2('+/)! 6*(1 /166'(+2! /B@.21*+.=!
)@2*()>!5B@-1.00('0.2'/!/")@(1&21*+!)-*B=/1)B661@'1 2*/'H'=*&12-"
1))B'1 &()+2'/! .21 2-1¥B2)'21 %61 2-1)! &.&'(<! 6%==*,1+01 2-'1)2'&)!
*B2=1+/11+1 21 1+2(*/B@21*+> K* 'H'(| 1+ *+'1) @21*+.1&1'@",1)'!
' C&*+'421.=1)B(H1H.=! 7#/'=! 1==1 8" .&&=1"/! ,12-! ()& @2! 2*! L*8!
).(@-!/ D-71@)b!

I"HSHYORH &S()SHH+ - & HBI0$"[+-1/'€&(2$3-,3(&."S  $

2-1 61()2! )2'&! 1+! 2-1 +.=D)1)! 1)! 2% 'C&=*(! 21 1+@1/'+@'! *6!
H(AM#2.=1 71)7.2@-! 8.)'/! *+1 2-1 5B(H'D! *+! 4/B@.21*+.=] +/!
478=D7'+2! N.("()! *6! N(*.21.+1 O*B2->! G-+ 2-1 6*(7.=!
@*(()&*H '+@"! @(12'(1*+! 1)! .&&=1'/<! 12! 2B(+)! *B2! 2-.2! P9Q! *6!
ARITA(1/2 AL 612 172 50D 61 121%8)1@
8'16*B+/!1+!B)'(12-"17.+B.= ER5SS<!9:$$<! &&WUBB+/! 61+/1+0)! *+1 !
&(*0(.77" /BDE(*0(.778.)1)!@.+!8"6*B+/11+12-1&B8=1)-/1)@2*(.=!
&(*61=")>

!

"H$%



|
|
& ()1 +(,--.1 /0'&+1 1&-21*'1$334 553341 6'&7-81878!)-*1 -9%/7)!
* 781178+ -9 7)) -((;6/<7-)1 %, [¥1 <[+1'0') 9&-/8.=1 &' /<81 *-1
*T&ILT'.81-18 ; (IF7-)>1 2,:+@! ,-&TAY*.1 27+2/*(,1 +"2+1*-1 91
&1*'&! 7B,>! C)l '/&T'&) [66.7(/¥7-)! -11 *,7+] 2% -8- -B=! *-1 * '
D;&-6')! EFG! /8! -(! H-8;."1 8//1 1&-2! $333! 1J-.9'&+@! $334
78Y¥717'8! -&TA-)*/.1 27+2/*(,! /2-)B! 43L! *-I M3L! -1! &'()*!
+(,--. L J0'&HI7)12-+%1D ; &-6'/)!(=;)*&7'+@N*/.=19'7)BI/)1-;*. 7'&)/*!
O3L!

DO')! 71! -&TA-)*.1'8;(/¥7-) 5-91 27+2/*(,! 7+! <78'+6&'/8! [*1* ']
9'B7))7)BI-11%,1(/&"&@! 7*!(-;.819'-11. 7% "1(-)+'P;)( "17L1+:(,!/!
RIS X&) T YA BI 7Y 16&-(H++1-11'0)%;/..=1-9%/7)7)B!
1475919512 '1&*&-+6'(*70')/*;&'1-11* 1+;&0'=16&-078'+1* '
-66-&*;)7*=! *-| '+¥72/¥] %1 (/&"&! 8=)/27(+! '2'&B7)B! 1&-2!
&TAVH . Z121(BI-&I2T+2/4(BL-O+ 1 1'<I='/&  +1.[¥&IT)I*,'
(1 &"&3!

C!,7B,!18'B&"1-116/*,18'6')8)(=1(/)19'I'+*/9.7+,'8I<7* 1&'+6'(*!

*1% N7V 771 2/%(, 7)BI-11/1:-91/)8I* 1 2/%(, 7) Bl +*/*;+1 -9+'&0'S!
[H1% 13 72'1-114:&0'=>1CO-;*1-)17)1170'1 <, -1, /81 7) 7*7/..=11-;)8!/!
27+2/%(,'81:-91<'&')-#1<-&Q7)BY/ )=12-&'1/*1* "1¥72'1-11+;&0'=!
B/.2-+*1%<7 (1% 1 6&-6-&*7-)!-11&'+6-)8)*+! < -1 7)7*7/..=11-})8!
2/%('81:-9+1 /)8! +;9+'P;)*.=19'(/2'1:)'26.-='8> 19<- BL71* +]
~11&'+6-)8')*+1 /81 (-)*7);'8! <-&Q7)B! 7)1 /1 27+2/*(,'8! :-9! /)8!
1)-*'&) P:I&*&) /8! (,/)B'8! -9+@! 9:*! +* 7.1 <-&Q'8! -*+78'1 -1
(BT 1-81 <, 7(1*,'=1 <'&'1'8;(/*'8>1 Cl *&/)+T7*7-)1 1&-2! /!
2742/*(,'81:-91*-1 /1 -&TA-)*/..=12/%(,'81:-91-).=1 *--Q!6./('1 7)!

J9-*1 ROLI -11 (/+'+>1 C2-)B! *'1 ==:* | < -1 7)7%7/..=1 1-:)8! /!
2/%(,'81:-9@1+*/97.7*=1-11'26.-=2")*I 7+!, 7B,'&@9/9-;*1*")* 1-1!

"H$%



&)1 *(+&! &'(,-! /0! +/-1 /1(! 1/&! )2&3'(4 5,&" &'(,-! +,(*4! /+!
(46328,/17!

"#$%&'()*+%,-".+%&&%'/-0+1".2'34%'-4$56'&05& %" 0#',+74$%' 1 +%8&5'
9"+'64%":405+,,-'1+5.6&/'+0/'1"21+5.6&/,472

First job Current_status

12% Matched

B0%

Matched
54%

Mismatched
40%

Mismatched
2%

65% (26%)

20%

Mot working
15%

8/&(9:! ;:&2&69! 11 26&6)1! <=1 >(-9/19! 5'/1 '22(! +/614! +,-9&! /0!

0(&5((1! <==$! 2141 <==@7! A,1(! 5,4&"! ,14,328&(9! +-(B6(13C! /+! &219,&,/17!
86)0(-! ,1! >2-(1&'(9(9! ,14,32&(9! 329(9! 5'(-(! 2! ./O! 321D(! ‘24!
'2>>(1(4E106&!14,411/&1%(241,113'21D(!, 11'-,F/1&2*1G),9H)2&3'71/(9! 1/&!
113*64(1 C/6&15,&' D(1(-2*! 9(3/142-C! (46328&./1E! &(-&,2-C! /-1 9(3/142-C!
(4632&,/114-/>/6&9718:1J==<!

K',*(1,&15/6*410(1615,9(1 &/, 1&(->-(&! 963" 4,++(-(13(9! 1! 32692*1
&(-)9E!>-))2- *C146(1&/1&'(11/1-214/)19(*(3&.,/1!,1&/""/- F/1&2**C!
),9)2&3'(41./09 !(Halaby, 1994; Matkovi¢, <==MH&'(!(?,4(13(1+/-!
&'(1>(-9,9&(13(1/+1'/- F/1&2*1),9)2&3'19(()9!-2&(-19/*,47IN20(1!

"#E%!



|
|
&()&*)+! ,-&*! &*)! /01+1&-2)34! *-(*1 -5.-6)5.)! '7! *+-8'5&13!
/-9/1&*:) -& ,1++15&9! 0+.))6-5( &,1+69! &*)! 5);& 9&)0<!
-56)5&74-5(1 *)&*)+! &*)+)! 1+)! 7-)369! 156! 3)2)3A!)6=.1&-'5!
K- 91&.*1-91)56)/-.>! |

I"#$%8&%'( %')"*+$,-.( /,0( 1%*2"#( '3-*4$"1( *-(
#,2 $5,-+*6(4$14%+"# (

21%.(*1-5.-6)5.)1'71 *+-8'5&13! @' B6=.1&-'5!/-9/1&.*! -9! 5'&! A4
-&9)37! 1! 9=77-.-)5&! 9=00'+& 7'+l 1.)0&5(! &*)! /).*15-9&-.!
*40'8&*) 9-9:! 19! 31+()! -/A1318!)-5! )6=.1&-'513! 9=0034! 156!
'..=01&-'513! 6)/156! 9*=36! 3)16! &' 21+-1&-'5! -5! -5.-6)5.)! '7!
J-9/1&.11A ) &,))5!7-)369!'71)6=.1&-'5>C*-9!9).&-'5!-6)5&-7-)919=.*!
7-)369!'719=.1&-'5! *)+)! *+-8'5813! /-9/1&.%1-91 /'+)! .'//'5}
156!@'Al9)1+.*16451/-.913)991712'=+3$A3)

D-)36!'71)6=.1&-'5!156!*'+-8'5&13!/-9/1&!*

219=A0815&-13!21+-1&-'51-5!-5.-6)5.)I'71*+-8'5&13!/-9/1&.* . 151 A)!
)9&1A3-9)6! 1/'5(! (+16=1&)9! 7+/121+-'=917-)369!'71)6=.1&-'5:1-5!
01+&-.=31+! -5! &*)! 9).'561+4! 2'.1&-'513! )6=.1&-'5>! D-56+3(9!

A& &) E+'1815!F=+2)41GBr) IHI1156!);-&!6)9&-51&-'FI1Z*)!
=5)/03'4/)5&!+)(-9&)+GH=+)!J110+'2-6)!1!.'59-0&)5&10-.&=})>!

"H$%



I"#$%&'()*+,"-&+,&'./'0.%"1.+234'5"6532,0"'+'20&'"%62'7.8'3/2&%'
4839"+#'&-$,32".+:'8;*<=>7'/"&4-".['&-$,32".+

Health Upper

Personal services secondary
Building and architecture

Business and administration
Engimeering and engineering trades
Manufacturing and processing
Transport services

Computing

AE riculture and veterina

Business and administration Tertiary
Science and engieering
Health and education
Law

Other social sciences and humanities

I T T T T T T T T
0 10 20 30 40 S50 60 70 8O 80 100
% first job mismatched with field of education

T

Source: Survey on educational and employment careers of the
Croatian youth. Note: Due to low numbers, some fields of education
have been merged, in particular within tertiary education.

Horizontal mismatch is rather uncommon for graduates from the
health and tourism service sectors, moderate in business
administration and construction (note the higher estimate in the
unemployment register data covering the crisis period) and
engineering. At the upper secondary level, graduates from most
manufacturing and processing fields (in particular food processing
and textiles), computing, transport or agriculture seldom manage
to reach a job suiting their achieved field of education.
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educational sectors are very modest, both in three-year vocational
courses (56% against 49%) and four-year school-based technical
vocational education courses (50% against 44%, with health sector
being an outlier with 39%). The variation is broadly consistent at
6 and 36-month time points, and individual courses do not deviate
substantially from the general sectoral patterns®.

"#$%&™ (&)*%+",%&-+.#"#/$/01&.2&2/34/3,&"&5 #&6/07/3&8'&9.307:&
"34&%30%+/3,&"&9"0;7/3,&.;;<-"0/.3&20&=+&*.;"0/.3"$&
%4<} 0/.3&,+"4<"0%82

@<O#%+&.2 E.<34&"&5# 3':5;;;:%’_'?/38“&
+'%,/:0+"3&' 6/07/3&8'& :%;O.-’l-"$8’¢
A'BBEB8BI3 9.307: & +.2/%%
Tourism and hospitality 6,466 56% 27%
Construction and geodesy 1,446 55% 53%
Forestry and wood processing 1,109 54% 43%
Engineering, shipbuilding, metallurgy 8,912 52% 57%
Electrotechnics and IT 3,934 51% 68%
Econom;c;;;il;]ai(:;:tr;gnbusmess 5,479 519% 1%
Transport and logistics 1,453 50% 56%
Agriculture and food processing 1,941 49% 63%
Personal and other services 4,906 49% 63%
Textile and leather 1,246 49% 65%
Total — short vocational programmes 37,345 529% 51%

(3 yr, mostly apprenticeship-based)

Source: Unemployment register data. Note: two sectors comprising less
than 2% of graduates not shown

° As reported in 13 sectoral profiles that were produced in 2011, available at
http://www.asoo.hr/euprojekti/kvalifikacije/default.aspx?id=521
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Table 4: Horizontal mismatch and job search dynamics, by level
of achieved education
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Times are changing: sectoral education-job matches
and job search dynamics
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crisis-related deterioration in the chances of job acquisition for
labour market entrants.
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No great changes can be observed in the four observed
cohorts of vocational education graduates with respect to finding
a matched job. The share of graduates from the tourism,
hospitality and health sectors that found their first job in a
matched occupation increased, while in the construction sector it
plummeted as of 2009. In most other educational sectors the
share of horizontally matched occupational destinations declined
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Qualifications frameworks seem to capture
and represent many hopes and dreams.
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The European Union (EU) has become one of the most prominent
promoters of lifelong learning (LLL) policies worldwide. Inside the
European single market, EU member states have strong incentives
to adopt similar approaches to lifelong learning and recognition of
educational attainments in order to foster labour mobility and
improve the matching of skills and employment. The same holds
true for EU accession countries in Southeastern Europe that can
expect to join the EU until 2020. In addition, Balkan states have to
reintegrate back into the labour market those people who lost
their jobs through deindustrialisation and privatisation. At the
same time, they must create new employment opportunities for
the youth. Despite the high costs and uncertain outcomes of these
policies on their labour markets, accession countries have been
commencing radical reforms modelled after EU lifelong learning
policies in order to ease the transition from training to the labour
market. Governments in Southeastern Europe engage in such
comprehensive reforms although they are not likely to benefit

!
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from the potential gains of labour mobility in the next decade. For
understanding these wide-ranging reforms, this chapter examines
the underpinning mechanisms that have led to them. According to
diffusion studies, policy reforms may be driven by competitive
pressure, coercion, and the pursuit of legitimacy or learning.
Based on the findings from document analysis, data analysis and
expert interviews, this chapter finds that most governments in
Southeastern Europe rather unreflectively emulated EU lifelong
learning policies because they strove for more legitimacy on their
way to EU membership. Instead of adopting the specific aspects of
EU lifelong learning policies that might fit their context and
capacities, they initiated comprehensive reforms geared towards
an EU-style lifelong learning policy without having the necessary
capacities to implement them or anticipate their implications.
Given these capacity constraints and the additional scarcity of
resources for funding such reforms, it will be very difficult to
effectively reduce skill gaps and skill mismatches in Southeastern
Europe. Instead, this chapter recommends that policy-makers
should adopt more tailored and sector-specific approaches that
pay attention to the particular contexts of their educational
systems and labour markets. Furthermore, more commitment
from the private sector will be needed in order to compensate for
the governments’ funding and capacity limitations.

Lifelong learning in the European Union and beyond!

Lifelong learning is on the agenda of many different international
organisations (World Bank, 2003, OECD, 2007, ILO, 2002, UNESCO,
2002, European Parliament, 2007), and has dominated the
discourse on education policy in the past decade in Europe and
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beyond. LLL is part of a political agenda that confers a high priority
to the development of a knowledge-intensive society. Despite the
policy consensus on the significance of lifelong learning among
policy-makers  worldwide, the meanings that different
international bureaucracies and national governments attach to
the norm are different (Field, 2003, Allais, 2010).

Inside the EU, the debate can be traced back to the Commission’s
White Paper on Competitiveness and Employment from 1993,
culminating in the ‘European Year of Lifelong Learning’ in 1996.
The wave of policy documents that followed (European
Commission, 1999, European Commission, 2000, European
Commission, 2001) shared two radical elements: an emphasis on
training and not merely ‘education’, and a shift from the supply
side and teaching input to the demand side and learning
outcomes (Wurzburg and Wagner, 2004: 12-13). All these shifts
came about as an attempt to reconcile economic and societal
demands.

In order to narrow down my analysis, | focus on National
Qualifications Frameworks (NQFs) as key embodiments of the
EU’s overall LLL policies. LLL as it is conceived of by the EU entails
the prioritisation of learning outcomes, their systematic
comparison and categorisation as embodied in NQFs, and state
institutions steering and managing these reforms. Originally NQFs
were developed in Anglophone countries in the early 1990s and
later on adopted by the European Commission as the main tool of
its lifelong learning agenda (McBride and Keevy, 2010). A full-
fledged NQF classifies all qualifications that can be acquired in a
country’s educational system and reveals their interrelations
according to skills, competences and knowledge. What is new

[105]



about these NQFs is their cross-sectoral nature: they cover
general education, vocational education and training (VET), and
higher education. While they are not meant to be hierarchical
classifications, this does play a role when social partners and
stakeholders negotiate which qualification is set at which level of
the scale.™

In their final stage, NQFs should be linked to the eight
qualification levels of the European Qualification Framework
(EQF) that is meant to translate qualifications in terms of learning
outcomes and make them comparable across EU member states,
thus bringing about significant change to the understanding of
education in Europe (Jakobi and Rusconi, 2009). The agreement to
adopt the EQF in 2004 was the tipping point after which EU
member states and neighbouring countries accepted the policy
set as a desirable policy option and began initiating NQFs
(Kleibrink, 2011). In 2008, the European Parliament and the
Council formally passed a recommendation that calls upon of
member states to relate their national qualification systems to the
EQF by 2010 and to provide all new qualification certificates with

% For instance, drafting and negotiating the German NQF lasted

approximately seven years. Despite this long time period, the federal and
state governments and the social partners could only agree on a partial
NQF in January 2012. No agreement was possible on the classification of
the German A-levels (Abitur) because the assembly of state-level
ministers for education insisted to put it on EQF-level 5, which would
have been one level higher than for a three-year VET qualification, and
also higher than in all other EU countries. A related point of contention
was to what extent NQF classifications have repercussions on wage
bargaining and the remuneration based on qualification level in different
sectors. The German debate highlights the highly complex nature of
NQFs and the various implications they carry with them.
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an explicit reference to the EQF by 2012. The rationale has been
to establish a meta-framework that connects national education
systems by providing higher transparency of qualifications in
order to enable more mobility and easier recognition of formal
and informal learning. This is has mostly been achieved by
designing NQFs in line with the provisions of the European
framework. From 2004 onwards, the diffusion of EU-modelled LLL
policies took off. Yet, as many critics point out, it is still unclear
how effective NQFs will be in achieving these goals. Little time has
passed since they have been adopted in EU member states,
making it hard to conduct a sound empirical assessment of their
benefits at this point. Analysts highlight the difficulties to link very
different kinds of learning in one scheme (McBride and Keevy,
2010, Allais, 2010, Young, 2007, Grootings, 2007). In countries
with highly coordinated labour markets like Germany, for
instance, the structural pre-conditions vary significantly compared
to more liberal labour markets in Anglophone countries. Hence
there is no consensus among practitioners and academics
whether NQFs actually satisfy “the policy aspirations for which
they were adopted in the first place” (Chakroun, 2010: 199).

All twenty-seven EU member states are developing or have
adopted some kind of NQFs (Cedefop, 2010). NQFs contribute to
the creation of a European-wide area for higher education and
vocational education and training (Ertl, 2006). They are now
considered to be essential parts of a modernising and globalising
society (Young, 2007: 446) and as such, the inherent sensitivity of
education reforms has been addressed by adopting a
predominantly economic rationale emphasising human capital
and the achievement of overall higher educational attainments.

[107]



In terms of content, the EU’s LLL script contains three key
messages (European Commission, 2000):

f it assigns the state a central role as strategic planner of
education, a process that is generally managed by expert
bureaucracies to ensure the sustainability of reforms
(Werquin, 2007); this constitutes a significant shift of
responsibility notably in adult education that historically has
been financed by the learning individual or the employer;

f the reforms should strengthen the demand side of the labour
market by improving the involvement of employers and
matching their skills needs with adequately trained
employees;

f NQFs are suggested to be an appropriate tool for
comprehensive reforms that necessitate the inclusion of all
relevant stakeholders and social partners who ought to be
committed to implement these reforms.™

By now all governments in Southeastern Europe have initiated
NQFs. What has contributed to the policy changes in these
countries? Between 2005 and 2008, the European Training
Foundation (ETF) alone organised more than sixty policy-learning
events concerned with lifelong learning. These took the form of
workshops on the inclusion of social partners in VET reforms, peer
learning and study visits with the participation of EU accession
and neighbouring countries. ETF expertise partly provided

" While the EU emphasises the role of social partners for lifelong
learning in general (from pre-school to university), they are arguably
most relevant for VET qualifications.
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resources that most of the countries in Southeastern Europe do
not have. Policy learning is a topic that has been moving up the
ETF’s agenda in recent years and that is seen as a useful way of
promoting policy change and effectiveness. The basic idea behind
the concept is an emphasis on considering local particularities
when learning from other countries’ experiences. Yet, as the next
sections of this chapter will highlight, instead of profound learning
governments in Southeastern Europe mostly emulated the
comprehensive EU policy package on LLL. But most of them do not
have the necessary structural prerequisites and capacities to
effectively implement it, and underestimated the highly complex
nature of NQFs that need long-term commitment and consensus
from all social partners and stakeholders, as well as continuous
and good working relations between the relevant ministries for
education, labour and economy (ETF, 2008). More importantly, it
is still too early to assess whether NQFs are really the best tool for
reforms in transition countries. As | argued earlier, serious doubts
and uncertainties persist as to the effects of NQFs on the very
different socio-economic contexts and labour markets in EU
member states and in Southeastern Europe. Similar to EU member
states, governments in Southeastern Europe voluntarily embraced
NQFs without convincing and empirical evidence of their likely
impact or potential for success (Sondergaard and Murthi, 2012:
173, Chakroun, 2010). Eventually detrimental effects of NQFs
would incur, however, more severe damages in the fragile labour
markets in Balkan transition societies compared to the
economically more advanced EU member states.

Why have Southeast European governments initiated NQFs
despite the limited empirical evidence that they are appropriate
means to improve LLL systems and to facilitate the transition from
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training to the job market also in transition societies? In the next
section, | will discuss how diffusion mechanisms explain this
spread of NQFs.

Implications of policy diffusion and its mechanisms

We have witnessed an explosion of policy diffusion studies in the
past decade. In the literature, scholars originally identified four
main mechanisms that explain the conditions under which policies
spread or diffuse across countries: competition, coercion,
(bounded) learning and emulation (Simmons and Elkins, 2004,
Simmons et al., 2008, Gilardi, forthcoming, Dolowitz and Marsh,
2000). These studies emphasise how the recipients of such policy
diffusion make choices on policy reform. The main reason why we
should care about the mechanisms of such policy diffusion is that
they have an impact on the effectiveness and efficiency of new
institutions and policies (Elkins and Simmons, 2005).

Competition refers to governments’ preferences concerning the
attraction or preservation of economic resources (Gilardi,
forthcoming). It describes how and why governments choose
policies to address economic questions and be competitive. In
cases where economic power asymmetries are high, this
competition can even become similar to coercion because the
scope for autonomous policies is very limited. Such asymmetries
allow one country or organisation to influence policy change in a
weaker country because the latter depends on them. Competition
does not only apply to regulatory policies but can be also a key
driver of educational reforms in order to meet the new demands
raised by globalised and regional interdependence. In that sense,
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Southeastern Europe have not based their decision to adopt NQFs
based on reflective policy learning. Rather, my findings point to an
unreflective emulation of NQFs which results in several problems
for the introduction and implementation of NQFs.

Figure 1: Number of countries that have initiated or adopted
NQFs
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Source: Data from the European Training Foundation and the European
Centre for the Development of Vocational Training. ENP here only covers
the biggest partner countries EGY, JOR, MOR, TUN, ARM, AZE, MDA, GEO
and UKR.

NQFs in Southeastern Europe

At first sight, the quick progress towards NQFs seems to be a
strong indicator that states in Southeastern Europe have
embraced necessary LLL reforms in accordance with EU standards
(Cedefop, 2010). Indeed, we see formal commitment from all
governments in Southeastern Europe to comprehensive LLL
reforms that are guided by NQFs. After having focused most

!
[115]



attention and resources on secondary schooling for the past
decade (Bartlett, 2008: 162), LLL reforms have gained momentum
in the entire region. In a statement of the Regional Cooperation
Council’s Task Force for Fostering and Building Human Capital,
governments agreed to make lifelong learning one of three core
priorities (RCC, 2009):

Comprehensive LLL strategies and their implementation have
been identified as a priority for the development of knowledge
societies. Especially in a time of quickly changing qualification
requirements and increasing unemployment, it is necessary to
put lifelong learning strategies into practice.

Figure 2: Proportion of persons aged 25-64 having participated in
education and training
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Source: Eurostat. Unfortunately, no data is available for the other
Southeast European states.
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When looking at the data of LLL participation rates of adults in
Albania, Croatia, Serbia and Turkey (Figure 2 above), we clearly
see the strong need to increase the participation in education and
training for the adult population. The entire region is lagging
significantly behind the EU-27 in terms of the participation rates
of adults in training and educational programmes. Concerning this
aspect, the whole Southeast European region is very far away
from reaching the targets spelled out by the Lisbon Strategy and
the new EU 2020 growth strategy.

But how well prepared are governments in the region to design
and implement comprehensive NQFs that serve as a meta-
framework for major reforms of education policy? Chakroun
(2010) lists four pertinent and partially interconnected problems
for the introduction and implementation of NQFs in Southeastern
Europe with a view to VET that the ETF has already identified:

(1) Weak policy analysis capacities to identify needs and to
monitor and evaluate implementation

(2) Linkages between stakeholders and social partners not
institutionalised

(3) Insufficient public investment in the education sector

(4) Large informal labour market with workers who mostly lack
formal qualifications which in turn undermines formal VET
schemes

For each of these points, we have data and indicators supporting
the view that most countries in Southeastern Europe are not yet
prepared for comprehensive NQFs which also explains why most
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countries face a plethora of problems with their implementation
(Bartlett, 2008: 162).

(1) A recent study by the Education Reform Initiative of South
Eastern Europe (ERI SEE) highlighted the deficiencies concerning
capacities to perform policy analysis and engage in policy learning.
While the ETF and the EU more broadly emphasise the need to
undertake peer-review exercises and conduct regular analyses,
most governments simply lack the means to do so. There is little
institutionalised coordination both within governments and across
states. While mutual policy learning concerning VET reforms in
Southeastern Europe is on a good path (ERI SEE, 2011), policy
learning in the region is hampered by weak institutional linkages,
low research capacities for measuring benchmark attainment and
limited information exchange both between and within
governments (Brankovi¢ and Bogunovi¢, 2012).*2 Another factor
that aggravates the establishment of strong institutionalised
policy capacities is the high turnover in the public
administration.”® Because a large number of well-qualified public
employees leave the administration after a few vyears, the
advancement of institutional memory that is necessary for
durable, efficient and effective policy analysis is hampered.

2 1n this context, Croatia is an exception as it is much further advanced
than other Western Balkan states and thus serves as the coordinator of
the ERI knowledge cluster dealing with NQFs.

B In a recent expert survey on public administrations in Croatia and
Serbia that | conducted, most experts identified high staff turnover and
limited training opportunities as the main obstacles to an effective public
sector in these countries. This appears to be a broader problem for
capacity building in the public administration.
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(2) The role of social partners is recognised as being central for
the development of LLL policies and for agreeing on NQFs. This is
particularly valid for VET. In this context, the Copenhagen Process
has proven its “usefulness for building a consensus between the
different actors” in the cases of Turkey and Bosnia-Herzegovina
(ETF, 2007a:30)."* But more generally, the extent to which social
partners are effectively involved in the design and implementation
of NQFs remains very limited. The legal framework is still not
sufficient and social partners lack the necessary resources to
effectively engage and participate in the social dialogue (Mihes,
2011). Furthermore, governments seem rather reluctant to fully
promote social dialogue and involve all stakeholders and partners.

(3) Following the financial and economic crisis of 2008, public
funding for education infrastructure and policy has been reduced
to even lower levels compared to before. As we can see in Figure
3, government expenditure on education in most Southeast
European countries has decreased since 2005. Budgetary
constraints are likely to persist as an obstacle to finance LLL
reforms also because the responsible ministries are often not
central actors in the cabinets and thus the most likely targets for
budgetary cuts under the current austerity measures. In addition,
even in high spending countries the expenditure is not necessarily
linked to efficient and outcome-oriented public spending: Whilst
on paper Bosnia-Herzegovina spends almost as much as Finland
on education, duplications and vast inefficiencies make this
spending very ineffective in terms of output and outcomes (World
Bank, 2006: 73ff.). For the other Southeast European countries

" The Copenhagen Process involves 33 European countries and aims at
advancing and improving VET systems. It began in 2002.
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the main problem with the limited public funding is that is not
“much compensated for by increases in funding from enterprises
given a background of weak social dialogue and poor labour
market information“(ETF, 2007b: 18). Yet major private sector
involvement especially in initial and continuing VET is critical
(Sondergaard and Murthi, 2012: 175). Only in Croatia a dual
system for initial VET is in place in which firms and training
institutions cooperate in the training of apprentices and hence
bear some of the financial burden. But financing such large-scale
reforms is very difficult, particularly because it entails paying for
stronger institutions and allowing for equitable access for all
citizens to VET opportunities (Allais, 2010: 116).

Figure 3: Public expenditure on education (% of GDP)
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2002-2005 only for state union Serbia-Montenegro.
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I"# Finally, the shadow economy is significantly larger in
Southeastern Europe compared to EU or OECD averages. As a
consequence, informal employment amounts to an estimated
average of one third of the GDP (see Figure 4 below). While such
estimates should be cautiously read because of their inherent
methodological problems, the figures do reveal a pattern that is
also backed up by other qualitative studies. On average, the
informal economy is significantly larger in Southeastern Europe
than in the old EU member states. A large shadow economy is
associated with high informal employment that is widespread in
the region (World Bank, 2007). Admittedly NQFs are also meant as
an instrument to formalise informally acquired qualifications and
to align them with formal qualifications, i.e. to tackle the
challenge of recognising the skills people acquire outside the
formal education system and labour market. Yet in the absence of
strong capacities for quality assurance it is difficult to recognise
skills through formalised tests and other means. And even in the
presence of a functioning quality assurance tensions might arise
with institutions providing formal education because their
dominant role in certifying educational outcomes would be
guestioned.

Despite the bleak picture the presented data paints, we can also
observe positive developments. In particular, the candidate
countries Turkey™ and Croatia are forerunners of LLL policies.

B Turkey is somewhat an exception as it already began preparatory work
for a very limited NQF in the 1990s under the guidance of the World
Bank (Allais, 2010: 41). The government decided to confine the NQF at
this stage to VET occupations and to make it completely voluntary which
leaves it to the training institutions to apply for the recognition of their
qualification programmes.
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)*+1:1,F,10-1;0::0.18B!489!18):09(718B!80:54)12+!509+6,!0- PQ?T!
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J50-+*+ ; 1,@+! -+B1 )N '@+-1)-/,;! )*+,-! 6'8 :./0/.,)>!
1?5,;,1)-),; 11,21 G=?<+)! ;1)-/,;)12! P+/Q!./0/.),+ 11 /-+! ;")
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<'@+-;5+;)1!.*1+1)'11> 5 G'6,./66>!+5=6/)+! STB1!,;! /' */1)>18/>!
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*3);-14-:)--1(614(*,5,23*138+16,8382,3*355-85,(8!5(10,;0%?1 2(:4*-W!
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50'/407-A149-13*7(1(5K(-9150! 7)*0/95-'14/1 41 (5K(-9! /4K-1)6!") Tb)
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Figure 4Despite the comparatively low educational attainment of
the Macedonian population, an improvement in this indicator was
achieved between 2006 and 2011, when the share of adults with
completed tertiary education increased by 41.5%.

The poor educational achievements of the Macedonian
population can mainly be attributed to a long period of input-
based educational policy and past under-investments in
education. In particular, education policy in Macedonia (as in all
the ex-communist countries) was mainly focused on input-based
measurement of the effectiveness of educational policy (for
instance, through the number of schools and teachers) rather
than on outputs, or student achievements. Such a system
neglected the key competences and functional literacy that
determine the ability to perform effectively in modern society
(Schnepf, 2004).
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Figure 4: The share of adult population with completed tertiary
education, 2011

= 2006

l l l | | | ; . 2011

Source: Eurostat statistical database, extracted on 5 June, 2012.

In recent years educational policy has focused on improving the
educational (physical) infrastructure through the renovation of
school buildings and the purchase of IT equipment, as well as on
increasing the quantity and quality of education. The efforts to
increase the quantity of education have included the introduction
of nine-year primary education, compulsory secondary education
and an extension of the provision and increase in subsidies to
public higher education. Quality improvements were achieved
through revisions to the curricula, which promoted outcome-
oriented and interactive teaching and learning, early learning of
English language and information technology skills, training for
teachers and the implementation of the Bologna declaration. The
implementation of these reforms required increasing
expenditures for education from about 3% of GDP to 4.6% of GDP

!
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in 2010.%° However, the main focus of the educational policy (and
expenditures) has been on tertiary education. While across the
OECD countries, on average, expenditures on tertiary education
are about half those on primary education (Alakeson, 2005), in
Macedonia tertiary education in 2010 absorbed four times more
expenditures than primary education.

The improved educational attainment of the population in recent
years can at least partly be attributed to the educational reforms
that were carried out. It might also reflect increased private
returns to education and hence a greater incentive to acquire
post-compulsory education. However, the above indicators of
educational outputs might fail to measure the improvement of the
human capital as they mainly present the quantity of education
and can give little valuable information about the quality of
education. The OECD uses additional indicators to measure
human capital associated with schooling outputs, such as the
international assessments of students’ achievements. On those
assessments, Macedonian pupils show worse results compared to
the EU and the Western Balkan region (with the exception of
Albania).?! For instance, in the Programme for International
Student Assessment (PISA) only 0.1% of students from Macedonia
reached the highest Level 5 in 2000, whereas more than half of
the students (63%) failed to reach even Level 2. Similarly, in the
TIMSS (Trends in International Mathematics and Science Study) in

20 According to the functional classification of expenditures of the
Ministry of Finance.
*! Macedonia has not participated in any international assessment from
2006 onwards. In 2011, it participated again in the TIMSS. Sondergaard
and Murthi (2012) show data from the international assessments for all
Western Balkan countries, see Table 2A.2, p. 85.

]

[13;6]


Martin Galevski


Martin Galevski



|
|
'0*(1+,*-./0),11,23)*)1,3-.1)01#444  1,0.1566$7!,0.13(-182/92-::!
)0! :03-20,3)/0,<! =-,)00! >)3-2,*? @3A.?! B8:=>@C! )0! '*(
+,*-./0),11,23)%)1,3-.1)0! 566#!,0./566D7! +,*-./0),0! 1A1)<:! 3!
92,.-1E!,0.IFI(,.1'/2:-12-:A<3:1%/G1,2-.13/13(-1/3(-2! H-:3-20!
1,<J,0! */A032)-:1 -K*-13! L<M,0),N! @*(@,P-21 )O! +,*-./0),!
N3(1P-221"-,J1<)3-2,+2712-,)09! :J)<<:! 0.l 12/M<-G<P)09! :J)<<:!
2-1<)3-<?13/1Q)0.1)3!.)QQ)*A<3! 3/ :A**-- 1)0! 3(-! G/.-20! 9</M,<)R-.!
12J1<,*-NII

S(-1)03-20,3)/0,<! */G1,2,3)P-! ,:-::G-03! /Q! ,*()-P-G-03:! /Q!
1A1)<:1 :A99-:3:1 3(,3! 3(-! -.A*,3)/0:2:3-G! )0! +,*-./0),! ):! /3!
-QQ-*3)P-1)0112/P).)091)0.)P).A,<:13(1()9(I<-P-<:!//Q!(AG,0!*,1)3,<7!
N3(1 09(! Q,)<A2-! 2,3-:!,31 1232)G,2?7! 12)G,2?! ,0.! :-*/0.,27!

-.A* 3)/0,<! <-P-<:l B3(-2-! ,2-1 0/! )03-20,3)/0,<! */G1,2):/0:! /Q!
:3A-03:T!,*()-P-G-03:1,3!3-23),2%-P-<CN! U-*JG,0! B5666C! ,29A-:!
3(,313(-1-,2<?711BH(/I<! 2-,2:1/QI*()<.T:1.-P-</1G-03!,QQH-!
AR 121Q,)<A2-1M/3(!, 31 (/<! ,0.1<,3-21)0! 3(-| <, M/A2! G, 2J-37!
N)0*-1M,:)*1, M)<)3)-:1/Q!*()<.2-01 *,0! M-! ,<3-2-.1)0! 3(-! -, 2<?1 ?-,2:N!
=):-1,M)<)321%2-,3-:1..)3)/0,<!.-G,0.1Q/2!:*(//<)09N! S (-2-Q/2-7!
1/<)%)-113(,3!1)G12/P-1 Q,G)<?! ,0.! *()<.2-0T! -0P)2/0G-03! G,?! M-!
G/2-1 -QQ-*3)P-! )0! )0*2-,:)09! -02/<G-03:! )0! WG 1A<:/27?!
-.A*3)/0! 3(,0! 1/<)*)-1 )G-.1 ,3! <)Q3)09! :(/28-2G! M/22/')09!

*/ 0:32,)03:1BV(-P,<)-27!568EC

01,..)3)/07!Q/2! -.A*,3)/0! 3/1*/032)MA3-1 3/ -*/0/G)*1 92/'3(! ,0.!
-P-</1G-031)31/A9(3!3/IM-1/Q!()9('WA,<)3?IAA(3!3/1G,3*(13(-!
:J)<<i! -G,0.-.1)0! 3(-! -*/0/G?! BX<,0)?,0! ,0.! XJ,G,J)0.-7!
566FCN! U-0%-7! +,*-./0),! B,0.! /3(-2! H-:3-20! 1,<J,0! */A032)-:C!
0--. :13/1.-P-</11,01,112/,%(1'(*(! .J-:1 0/3! ))G1<?! Q/*A: 0!
-.A*,3)/0,<1)01A3:7!"'(*(1):! M,:-.1 /01,0l YNNN!)G 1<)*)3!,::AG 13)/0!
3(,3'<-,20)09!Q/<</B@/0.-29,,2.1,0.1+A23(Y 56 #5K P) CN!
|
"$$0&


Martin Galevski



!
I"H#$% &' ()*+H-% *-'% /($*-%6 )*0,+*¥12% +#% +/&% 1*3#("%
$*"4&+ %

The labour market is a venue in which human capital is rewarded
and which provides the incentives for individuals to acquire an
education. Given that employers typically lack good information
about the human capital or skills possessed by an individual, they
often use educational attainment as a proxy. According to human
capital theory (Becker, 1964) a higher level of human capital is
related to higher productivity, and the additional productivity is
rewarded in the labour market by higher employment
prospects and higher lifetime earnings. In contrast, signalling
theory introduced by Spence (1973) argues that by acquiring
higher education or credentials, high-ability students signal or
differentiate themselves in the labour market (Bedard, 2001;
Habermalz, 2011; Zaharie et al., 2010;). Hence workers with a
certificate of education have a greater chance of finding a job and
of having higher earnings. Though the implications of the two
approaches are different, both argue that labour market rewards
higher educated individuals.

Despite the poor overall performance of the Macedonian labour
market, it seems to give an appropriate price to education and
skills. Individuals with high educational attainment are rewarded
with a higher probability of employment, and a wage premium. As
Table 1 shows, the labour market participation rate of workers
with completed tertiary education in 2011 was 2.2 times the
participation rate of those with completed primary education.
Moreover, their employment rate is 2.7 times the employment
rate of workers with completed primary education. Similarly,
tertiary educated workers face an unemployment rate of 23.1%,

!
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workers with completed secondary education and lower
occupational levels, with a recent trend towards a greater
demand for professionals. The increased educational attainment
of the population has led to an increasing problem of over-
education. This results in lower than expected economic and
social benefits for the more educated population. Putting
together our findings, we challenge the effectiveness of the
educational policy in Macedonia in promoting the human capital,
on several grounds.

First, in section 2 we argued that increasing the quantity of
education (i.e. the educational attainment of population) would
bring about increased human capital only if it is of high quality and
matches the skill demands of the economy. However, we have
shown that hand in hand with the increasing education in
Macedonia there is still a considerable share of underperformers
and early school-leavers with low human capital. Hence, more
attention has to be paid to the quality of the education, as well as
to understanding better and measuring the learning process and
educational outputs.

Second, while the “production” of tertiary educated individuals is
increasing (the number of graduates tripled between 2000 and
2011), about 90% of labour demand is for workers with secondary
and primary education. The rising relative supply of tertiary
educated workers has already been shown to lead to declining
returns to higher education in terms of employment probability
(section 3), as well as to the phenomenon of rising over-education
(section 5). The latter entails that the increased educational
attainment of workers (and the overall population) does not bring
the expected economic and social benefits, as some educated
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workers perform low-skill jobs in which their productivity is lower
than their potential. The cost of such over-education is borne both
by the society (in terms of high costs and low productivity and
growth returns) and the individuals (lower wages compared to
peers with same educational level).

Related to this, our third finding is that the efficiency of the
educational policy might be improved by re-directing educational
expenditures from tertiary to pre-primary and primary education.
In section 3, we showed that the labour market in Macedonia
provides sufficient incentives for private investment in post-
compulsory education. These private incentives, coupled with the
large expenditures and subsidies to tertiary education have
contributed to the phenomenon of increasing over-education. On
the other hand, the country faces a relatively large share of early
school-leavers who do not succeed to post-compulsory education
(13.5% in 2011), as well as a large share of pupils who leave
primary education with low literacy and numeracy skills. Hence,
we argue that there is a case for rebalancing spending towards
the early years of education so as to improve the access and
quality of childcare facilities and primary education. Moreover,
such a policy might be more effective in improving access to post-
compulsory education rather than high subsidies and
expenditures. Fourth, education would lift economic growth only
if the supplied skills in the labour market provide a good match to
those that are demanded. In Macedonia there is no systematic
monitoring or assessment of labour demand and forecasting of
future skills needs of employers, so that the educational policy
“operates in the dark”. One way to improve the link between
education and labour market is to engage employers more in the

design of curricula. This could be achieved through focus group
!
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discussions or surveys with the trend-setting employers in
different sectors of the economy, organized, for instance, by the
Ministry of Economy, or “sector skill committees” that might be
established. The findings might be used for the design of
improved curricula and subject matter, both in formal education
and in non-formal education and life-long learning programmes.
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CHAPTER 8.

Skills Matching in the Croatian SME Sector and
Competence Based Education and Training:
Progress and Prospects

Nevenka Cuc¢kovi¢ and Will Bartlett

Introduction!

Over the last twenty years, the SME sector has played an
increasingly important role in industrial restructuring and
generating new employment in Croatia. It has had capacity to
absorb and offer new employment opportunities not only to the
newcomers to the labour market but also to many laid off workers
by the large enterprises which have gone through continuous
downsizing of employment levels in this period (Cuckovi¢ and
Bartlett, 2007; So$i¢, 2008)). Consequently, the relevance of the
SME sector for the economic growth and job generation in Croatia
has continuously increased. Even in the peak of recession in 2010
when it performance eroded, the sector represented over 99% of
the total number of active enterprises, it employs around 67% of
totally employed; accounts to over 51% of gross income; 45% of
total exports and generates around 52% of total net profits (FINA,
2011).

However, the competitive performance and job generation
potential of the sector would be very much at test when Croatia
becomes a full EU member in July 2013. In this context the SME
sector faces dynamic changes in demand for highly skilled labour

in order to better cope with competition coming from the EU. In
!
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Selected indicators on education, training and lifelong
learning outcomes and participation in Croatia

Several studies® that focus on potentials for further growth and
competitiveness of SME sector in Croatia as well as on its
institutional alignments with best practice in the EU have
documented that the present education system inadequately
supports faster development of entrepreneurial culture in Croatia.
To generate new jobs, the policy recommendations of these
studies repeatedly underlined the need to better embed the
entrepreneurial competences and behaviour throughout the
education system in order to bridge the gap between skills and
jobs at the labour market (Bartlett, 2007).

It took quite a while until the government has raised awareness
on these issues and made adequate changes that would better
answer entrepreneurial needs. One of the important motivating
drives for policy changes was without doubt the negotiation
process for the accession with the EU and the subsequent policy
alignment with the soft acquis and best European practices in this
area (OECD, 2010). The governmental efforts especially intensified
in the last couple of years and there have been some important
progress in terms of adopting policy solutions that would improve
the anticipation of the future labour skills and responsiveness of
education system to the entrepreneurial needs.

% see for instance: ETF: Labour Market in Western Balkans Challenges
for the Future (2007); OECD: SME Policy Index (2009): OECD Investment
reform Index (2010);: World Bank: Croatia’s EU Convergence
Report,(2009); NCC: Croatia Annual Competitiveness Report (2010).
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Figure 1: Lifelong learning (percentage of population that
participates in any form of life-long learning activities,
in the age of 24-65)
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Figure 2: Level of education in the age of 20-24 years old
(% of people with secondary level of education)

100

95 — :::.—.—.__—.—- —

90 —

R 8

80

75

70

2002

2003

2004

2005

2006

2007 |

2008

—EU27

76,7

76,9

77,1

77,3

77,9

78,1

78,3

=—EU12

80,7

80,8

81,1

82,1

82,6

83,3

83,4

—Croatia| 90,6 | 91,0 93,5 93,8 | 94,6 95,3 | 954
>+.(- ?!@ABC>DED
|
E*491&-12!,42)!@D!FGFG!9+3*0!,4**] -H'4.-13*0+!5+2«!+3PA3!
2)-19+3%1)-11421 (+8&-0! 2+12)-141(*04+11+5! 3620! 8-2, 1! lIK!
7-3.01+*612+!1)3:-131710+.21+512-.243.71-6'(324+11322341&-12L!,)4()!
0)+*6!41(.-30-12+!KGM!41!2+23*1H'3*454(324+10!02.'&5FN@D!
/;OP;!D)40!,+*6!8-1-0/-(43**7!)3.6L!45!1+214&/+0048*-14112p!!/-.4+
+51+1*71Q!7-3.0L! 3*2)+'9)! 2)-.-1)3:-18--110+&-!/.+9.-00! 6'-1 2+!
4&/*-&-12324+1! +5! 2)-! R+*+913! .-5+.&! 41! <.+ F2AR¢ Nt al,
2007; MatkovicL! FG#GB::-.2)-*-00L! 41! FG#G! +1*7! FK;I! M! +5!
[-+/*-14112)-139-1+5! |GIK!)3:-1'14:-.0427! -6'(324+1!1 41! <.+3243;!
T.2)-.13*491&-12! ,42)! @D! FGFG! .-H'4.-0! 3*08+24+1! +5! 2)-!
3(H'40424+11+512.310:-.03*(+&/-2-1(-0!87!3**1(424U-10!316!-10'.419!
|
"H$H%



'0)(*1+,-.)/0-/-110+1)2(13-045(61(!)*/7-15(18(6,.7)/0-  F(:(7*.2 9
[--0;7)/0-<=! >2/:1 40,561 *(2,/*(! :)*0-1(*! 7-6! .0@A,5:0*B!
ATH)-(*:2 IAO4((-! (-)(*AX:(:1 7-61(6,.7)/0-751/-:)]),)/0-:1 7!
A(55!7:1076(*I5(7*-1-11.0@@,-/)/(:14/)2! .1:/5!:0./()B! 7-6!0)2(*!
1)73(2056(*:%

"#$%&$%"%'$()*+ ,-(**,+ )#O("1+ )"2+ %.%$1("1+
%2')#(3")*+)"2+#$)("("1+"%%2,+34+56!,+

>2(167)710-)2(1:)*,.),*(10+1(6,.7) /0-10+1)2(157'0,*!/-ICDE!:(.)0*!
[-1F*07)/7'8G/1,*(H<!/-6/.7)(:! 7! :)*0-1! -((6! +0*1 :,":)7-)/75! :3/55:!
AL*76/-11 42/.21 [:1 *[)/.751)0! '0)2! :20%)! )(*@! *(.0;(*B! 0+!)2(!
A(*+0*@7-.(1 0+ )2(1 :(.)O*! 42/.2! :/1-/+/.7-)5B! (*06(6! 6,(! )O!
(++(.):10+1)2(1(.0-0@/.!*(.(::/0-  /-1F*07)/7! 8GIIKL! %M#H#<! 7:1 4(55!
7:140*1)2(150-9 (*@!.0@A()/)/:(-(::10+1)2(1:(.)0*1 7)) 2(1:/-15(IENI!
@7*3()! 7-6! CA(/755B! +0* +,),*(1 00":! 1(-(*7)/0-=! G,*)2(*@0*(L!
(@A50B7'/5/)B! 0+! 57'0,*1 7-6! /):! .7A7./)B! )O! 767A)! )O! .0-:)7-)!
27-1(:LI7:14(55!7:17'/5/)BN)P+7-:57)(13-045(61(!/-)0I A*06,.)/;(!

' /-(::! OA(*7)/0-:L! 40,56! :,:)7-)/755B! [-*(7:(! 41)2! '())(*!

:3/55(6! 57'0,*1 8PEFQL! %M#M<=! K-0)2(*! +7.)! )27)! /1! (R)(-:/;(5B!
60.,@(-)(6! 75:0! 6(:(:(! @()/0-/-1S! '())(*! (6,.7)(6!
C)*(A*(-(*:! 27;(1 2/12(*! 1, *%:/;75! A*Q'7/  5/)/(:T! 1¥04! +7:)(*L!
27:(1 2/112(*! A*06,.)/:))B! 7-6! 7*(! @O0*(! 5/3(5B! )0! /--0;7)(! )O!
AL*76(1)2(/*1 1(-(*75! A0:/)/0-1 7)1)2(1 @7*3()! 8UO(55/-1(*L! %MMVT!
WED!%M#t<=

>2(1 *(.(-)L!1 )2/%61 >IK! :,%:(B! 60-(1'B!)2(! *(:(7*.2(*:! 0+1)2(!
1-:)/),)(1 O+ X,'5/.1 G/-7-.(L! Y71*('1 +0*1)2(1 F*07)/7-1 F27@'(*! 0+!
E.0-0@B! 8%M##<! [6(-)/+/(:! )27)! )27)! F*07)/7-! CDE:! 27;(1 '((-!
*(5B/-1! A*(60@/-7-)5B! 0-1 7! 504! 7-6! @(6/A@/55(6! 57'0,*=!
J7@(5BL!7'0,)I$MZ!0+1)2(1 (@AS0B((:!/-1)2(!:,*(B(6! CDE:1 27;(!

"H$o8



|
|
'OF +,-(JO% +-1")1),2,)! 3! ,.4-/56'(7! 8'9,2,0:! 91 (!
-</0,.! 5'1 51,1 +402,* /51 3'0! =>#>:1 51,0,1 /0, +',!
[(-'40/26(?! +62(+! 51/5! 516+! 6+ @,?6((6(?! 5" -1/(?,! 5'9/0.+!
<)%,(51'317'0,116?1  AB6)),.l 20/.4/5,+! ,+<,-6/))*! 6(! +,026-,!
6(.4+506,+7! C/;,)*! 51,1 +1/0,! '3 51,1 ,;<)**, +! 9651! 5,056/0*!
4-56'(1 D('( A462,0+65* .20, 4(62,0+65* .20,! /(!
<'+570/.4/5,! .,20,E! 6(-0,/+,.! 5' #FG! 916-1! 6+! /@'45! H!
<,0-,(5/?,1<'6(5+1;'0,151/(16(151,1 +/:<),1'31+402,*,.1 LIK+! 6(!
=>#>IDLLK: I=>##:1<TH#ME7!

N1,!+654/56'(16(!51,1-0/35+!19651!0,?/0.!,.4-/56'(1 +504-540,!'3!51 !
S, 16+1,2,(19'0+,:191,0,IMMG!1/2,1'()*1+,-'(/O*1 +-1"):!
916),I'()*IMG!1/2,14(62,0+65*!,.4-/56'(\DLLK:|1=>#HHH7EY

Figure 3: Educational structure of employees according to the
size of SME (in %)
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Evidently, the large scope for improvement exists especially in the
medium-sized enterprises, which have larger potentials for
generating new employment of the higher educated labour. The
TNA survey for 2011 has indicated that among all enterprises they
employ the largest share of non-qualified workers (19%).

The TNA analysis (CCE, 2011) has accented some of the common
problems in the attempt to change and upgrade the skills of
presently employed. Namely, the most of the SMEs fail to use the
existing state subsidies, incentives and tax reliefs for further
skilling and training its labour. Only about 12% of SMEs and 9% of
craftsmen use the state support in the form of tax reliefs mainly
for the purchase of professional literature as well as fees for
training, congresses, improvement and specialization, while only
18% of SMEs and 8% of crafts participate in co-financed
educational programs, lower than in 2009. The struggle for
survival in economic recession might be one of the explanations.
The other is that SMEs which rely on lower-skilled labour can be
expected to have little interest in taking up the opportunities for
further training and education of their labour. According to
survey, organization and management are most lacking skills by
the owners and managers, while employees lack informatics
literacy, foreign language skills and service skills oriented to
customers. Therefore, the explanation for the low take-up and
low effectiveness of training, education and knowledge-transfer
policies lies just as much on the imbalances between the present
“demand side” as it does on the “supply side”, or in the effective
design of the policies and programmes. The feedback received
from the SMEs suggests that there is a scope for improvement of
the quality of training which should be better targeted to their
specialised needs (CCE, 2011; OECD, 2010). Also they suggest that
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Also, a growing trend of the number of assigned subsidies and the
total amount of subsidies allocated to the education of
entrepreneurs could be observed in 2007-2010, however most of
surveyed SMEs are unaware of them pointing towards the need
for better communication campaign. They also complain at
complex grant application procedure.

The continuous research of small and medium-size enterprises
skills and training assessment needs will be crucial to the
education system for the adjustment and better responsiveness of
educational programmes on all levels to the needs of the labour
market. Also, such analyses are intended for comparative regional
assessments and peer learning, especially for the needs of the
Zagreb based South East European Centre for Entrepreneurial
Learning (SEECEL) which was established in 2009 with a help of
CCE, MELE and the SEE member states. Among main tasks of
SEECEL is further development of the entrepreneurship key
competences in the secondary and tertiary education levels;
enterprise-driven training needs analysis and dissemination and
promotion of good policy and good practice in the SEE region. **

What was accomplished so far to align demand and
supply of entrepreneurial skills in Croatia?

In the last couple of years the government has made some
important policy steps towards creation of institutional platform

3 European Commission supported SEECEL 2009-2011 Work Programme
with €1.7 million within the framework of the Multi-beneficiary envelope
of the IPA Programme that envisaged the strategic cooperation with
other SEE pre-accession countries.
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CHAPTER 9.

Reversing the Bosnian “Brain Drain”:
Opportunities and Challenges !

"HSUOHI&H SIH(HI+),~(1 /0L I

Introduction!
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Bosnian refugees migrated from Western European countries to
the United States, Canada and Australia (Koning, 2008).

The third period saw a process of voluntary emigration from
Bosnia and Herzegovina. According to Kupiszewki et al. (2009),
15,000 to 20,000 Bosnians have emigrated to the EU every year
since 2000, on average. Today, the largest number of emigrants
from Bosnia lives in the United States, Germany, Croatia, Serbia,
Austria and Slovenia. Internal migration, though limited, is
characterized by rural-urban migration driven by economic
motives. In 2010 almost 36,000 people were involved in inward
or outward migration (BHAS, 2011).

Migrants from Bosnia predominantly belong to the most
economically active part of the Bosnian population. The average
age of migrants to EU member states is 41, while the average age
of migrants to countries in the region is 37. About half of migrants
are women while a little over one-tenth are young people
between the ages 15-24. In general, emigration predominantly
involves entire families. Concerning immigrants, just over one-
tenth of have tertiary education.

There is a dearth of data regarding the skill composition of
migrants from Bosnia and Herzegovina. Some evidence suggests
that the emigration rate of tertiary educated individuals from
Bosnia and Herzegovina to OECD countries is 28.6% and the
emigration rate of physicians is 12.7% (IOM, 2007, p.15), which
may be significant to Bosnia and its economic growth. A study by
Uvali¢ (2005) even states that more than 80% of PhD graduates
emigrated from BiH.
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>)&268+$12$>)$$12%8&1+$)1;12(5+()&8; (3E)&B! 1+62*$1 @=""#*1!
*11&19665#)8&)! 1#8)$! (-1 +#$1 #+>#8,1$265&+$21 &115(%3&)$2! +(1 +#S$!
3(368&+*(.1(-1$%*>)&.+ 11(/$)&88;10#*5#116>>$1+11&.16308) 2! A*&11(-!
+#$118%638$=1"#*11*11&.1$B3$5+$2 A*& 1! (IERABREH6)/$, 1;! &1!
(.8, +#(1$! O#( 613! +#$! C.+$).$+! 0*88! AS! *.5862$2! *.! +#$! 1&%38$;!
%&D* B+ A*&1$21+(0&)211%()$! 1D*88$2!&.2!,(6.>$)!)$13(.2$.+1=

E.10$)1!+(1+#$!88&A(6)! %&)D$+!)$88+$2! FESL+*(. 1! 1#(0! +#&+! +#)$$
F6&)+$)1! (- *.+$)/*$0$$1! #&2! 1(%$! O()D! $B3$)*$.5$=! G&.,! #&2!
A$+0$$.19! &.21H! ,$&)1! (-1 0()D! $B3$)*$.5$! ?1J:@;! 0#*8$! &8%(1+!
+#)$F6&)+$)PKL:@! (! +#(1$! 0*+#! O()D! $B3$)*$.5$! >&*.$2! *+!
(6+1*2%! (-IM*N=!O6+! (-! &88!*.+$)/*$0$$1! 0#(! #&2!)$+6).$2! +(! M*N;!
JI=H:1)$38*$2! +#&+! +#$,! -(6.2! &! (A 63(.! )$+BESL(;! PO:! (-!

+H(1$! +#&+#82!)$+6).$2! 1&*2! +#&+! +#$,| #&2! &+! 8$&1+! 1(%$! (-! +#$
$5811&),1*.-()%& I &A(6+! +#$!8&A(6)! %&)DS+! &/&*B&ABS! + (1 +#$%!
AS-()$! )$+6).*.>;! *2*5&+*.>] +#$! *%3()+&.5%! (-! 8&A(6)! %&)D$+!
*-()%&+E! -()! )$+6).$51! +(! -*.2! &! '(Ax C.! &22%+*(.;! +#3$!
3$)58.+&>$! (-! )$+6).$51! O#(! #&2! &55$11! +(! 8&A(6)! %&)D$+!
*-()%&+*(.! *1! #*>#3)! +#&.! $B3)$11H2 &88! +,3$1! (- %*>)&.+1!
?Q9:@;!0#*5#116>>$1+ 11 +#&+!+#3)$!* 11 &! 3(1*+*/$!5()) $8&+* (.| A$+0$$.!
)$+6).1&.2!1&/&*8&A*8*+,1(-18&A(6)!%&)D$+!*.-()%b&+*(.=!

I"HS%& () +$8&, SHS-).$/)*0%&1* $

11 1$5+%(1 3)$1$.+11 +#$1)SL68+1! (-1 +#$! &.&8,1%1! (-1)$13(.1$1! +(!

B! 165,1 A, +#(1$! %*>)&.+11 O#(! *+$.2! +(1 )$+6).;! O#S+#$)!

+$963()&)*®)! 3$)%8&.$.+8,=1"#$1$! 0$)$! 5#(1%5.1-) (%! +#$! 1&%383!

A$5861$!+#$,10$)$!5(.12$)$21+(IAS!3(+$.+*&88,1$%38(,&ASS!*.IM*N!
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"1 $Y06$HE'! (B! OBH&! *+()! B! +,(&, (+$,! (B! -&(.-,/! 0)&! #&L(+$,! +#
2+ + ($1()-&&! %"-(#] 3,1 )&! A+-#(! %"-(5! 6"#+1! '&7$8-"%)+1!
1)"-"L(&-+#(+ 181 "1 748" (118, &1(+$,# *+()! 0&!)$7&! 1$.,(-O!
&l %-8#&,(&11 0)&! #8&1$! #H&L(+$,! '&H1-+6&# T7+8-" (!
1)"-"L(&-+H(+1H +, 1 (&-TH $A1 & 1"(+$,1" 1 #4411 0)&) 4+ "1 H&L(+S,!
%-&H#&,(# ()& ;"6$.-1 7"-&(1 1)"-"L(&-+#(+1# $41 ()+#! 8-$.%! $4!
7+8-" (#/!

<&7$8-"%)+111)"-"1(&-+#(+1#1$417+8-", (#!+,(&-&#(&'I+,-&( .-,

0)&!"28-"8&!1"8&!I $4! ()+#! (9%&! $41 7+8-",(1*"# =>19&"-#?| =@ Al *&-&/!
*$78&,51=BAI*&-&!7"--+&'5!" |@B/CAI$SAI)&71)"11)+;"-&,/10)&+-!
"28&-"8&! &(17%,():9!+,1$7&*"#! DEFIBCG5!",1 ()&+-1"2&-"8&! &(!
7%$,0:9! )$.#8&)$;"1 +,1$78&! *'#! DEF! >5GHC/! F&8"-'+,8! ()&+-!
+,(&(+8,! (B! -&(-5! =HA! #("(&! 0" (&9 *$.;'1 -&(.-)!
(&7%$-"-+;95! *)+:&! HIAl "#&-&"1 ()" 0&9! *$.;1 -&(.-,!
%&-7",&,(;9/1J,1"28-"8&5! () &9!+,(&, &1 ($I-&(.-, 1+, 1>/=10&"-#/

K-$.,'ILGAI$4! () &HE&! T+8-" (#1*$.;1-& (.-, (B! -.-";1 "-&"H#5!*)+;&/!

BBA! $41 )&7! *$.;'1 -&(.-,! ($! ()& M&'&-"(+$,! N+O! PMN+OQ/! 0)&!
| 768&-! $4! %E&$Y:&! *)B! *$.;'1 -&(.-,! (B! -1 "-& L " (S
F&%.6;+:"IR-%6#:"IPFRQI*"#I#7"::&-51%)+1)1#.88&#(# ()" (| ) &!#.-2&9
H'T%: &I G+ & ($+"- ) ) SHEI B *+#)1 ($1;+28&! +IMN+O!" "1+
61 & ) OB ()4 $A1 TH8-" (#1451 -& (.-, *+()! ()&+!

*&-&16%-,1"6-$"/! |

M+8.-&! LI #)$*# ()& "+H#(-+6.(+$,! $4! -&#%S$, B8 ()&+-!
1+(+S&,#)+%/! K#! *&1 1", #&&5! =GA! )" N+O! 1+(+S& #)+%! $,;95! *)+:&
@LA!":#$1)"! 1+(+S& #)+%! $4! )&!)$#(! 1$.,(-9/' K6$.(! $,&! (&,()!
PLLAQ!)"14$-&+8,11+(+S& #)+%!$,;9/10)+#1+#!")+8)&-1%-$%$-(+$,1()"
!
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"SR! ()" +,()+%,,- /012! 34541 )&&,-(- (4"(1 (" 65%8&!
'5(57,%-458! $9! "%6$(4,+ '$)%(+:! # +),! "%l 5%;5<5:)"*=-1
8+$>">5*5(:1$91+,()+%! ($1?5 @A

"#$%&)*"+",&-./"01.2'34'5"#%6-+.

Series1,
Foreign
citizenship
only,
0.1122112,

11%

citizenship only

citizenship and
ign citizenship

eign citizenship only

BS)+, CI$3%!"*)*"(5$%!>"- ;1$%!(4,IDEFI-)+<,:1;" (Al
!

\. A

2,-5;,-1 (45-2) $(4,+! *5%6-1 >,(3,,%! (4,! ;5"-8%+"! "%;! 25@! "+!
+%, <"06(1 B! (4, 5%(,%(5$%! ($! +,()+%A! GHSI&! 8$(,%(5"*! +,()+%,,-2!
H/01$915%;5<5;)"*-14" 1"l 25 @15;,%(5(:!"+;1"%;!<5-5(,;125@!>,(3,,%!

(3B1"%;1(4+, (515961 (4,15'-(111:,"+-1-)8&,-(5%8&! (4,5+15%( % (55%-!
($+,0+%!3,+,!1+,"A

!
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"#3%E&' () *1&* #1+, (--+1)./(01&*'+12("'3I(*'4**1)114'$1* |

5)+'1).1'3)+41 2('31'34! (*4*'()*1")! 14'$1*1 3&#! 6)+'  #4%)*#&18!
A#$%&'()*9!123(-41)*-8!:;<=13&#!61(/&18!4#$%&' ()*91 & #!>?;<=I3&#!
@$+' +4%)*#&18! 4#$%&'()*;! A4241! ). '34+4! (#(BHS&-+! 3&#! &!
6)+'018#$&'41#401441CD>;E=F!'3&*!'34!&B41&04!).! 404418
CDG=R)1#41!")1%)--4%"1/)14!(*.)1/&' ) *!&1)$'114'$1*16)'4*' (&-!

).1'341 0)+*(&*1 #(8&+6) 189! (*#(B(#$&-+1 24141 &+, 441 &1)$'1'34(1! .(4-#!

).+ $H#BI&*#1 (4-#1).12) 1,1 AKBAL(4*%4;1 L34! &*+241+1")'34+41'2)!
M$4+'()*+18&141614+4* 41 (L& IM&H#I D!

ON*0!l) '31 14'ST+M+! &*#1 '3)+41 2('31'341 (*4*()*! ') 14'$1*9!

'3414! 24141 & +(0*(.(%&* *$/141! ). 64)6-4! 4#$%&'4H (¥
18*804/4%91HLI! 14+4&1%39!&%%)$* (x09!1&*, (091 (*&*%6(&-!+41B %64+
& (F+$1&*%4! &*H) +9%6(4*%4! &*#) 63&1/8%64%'(%&+;! P4)6-4! 2('3!
‘34441 AHSUE ()*) &*#! +5 24141 [)+1 -(,4-81 )! 14'$1*1 )11 )

06)*+(#41! 14'$1*(*0;! O-+)9! /&*8! 64)6-4! 2('3! 4#$%&'()*! (*! +)%(&-!

2)1,1 3&#! 14'$1+4#0! 23(-4! '34141 2&+! &! -&104! 6)'4*(&-1")! 14'$1*!
&1)*01'3)+412('314#$%&' ()*I(*1/&1,4'(*0; |

Q40&1#(*0! '34! 2)1,! 4K641(4*%4! ).! 64)6-41 23)! 14'$1*Yi
(4441 ") 14'$1*9! 341 +('$&'()*! 2&+! B418! +(/(-&1;! L34! )*-8!
#(..414*%4128+1&!-&10411*$/1411).114+6)*#4* +12('314K 641 (4* %41 (*1
+&-4+9) &H/(*(+'1&'()*! &H#! +)%(&-! 2)1,;! 5)14)B419! &! +(0*(.(%&*"
*$/1411 )1 6)4% (&1 14'$1*44+ 3&# 2)1 4K64L(4*%4!1 (%I
%)*+'1$%%; !

D341 &*+241+! &14! 614+4% 441 (*] 641%A4*'&0A! +3&141).1")&-1 *$/1411).!
1A+6)4#4* +;1L34+41641%4% &O4+1#)1%) 140481 (-81+$/1$61') 12291 +(*0%4!
+)/4164)6-41 38&BA! &Y%M$(1441'34(1! 4#$%& ()*! &*#R)1! 2)1,1 4K641(4*%A4! (*!
1)141'3&1)*41.(4-#; |
!
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"#$%&E+,%-+&./&.0%8&12%+.3/*&"#/2.&43%$5&/4&+.256 & "*5&,/- 7&
%89%-3%& %

=06.2-*0/00+ >* %-0o+.%5&3*88b.2
:3%$5<+068I- 3%6$58/4]  2/-7& 3%$5&/40  2/-7&
+2568 | %89%-3%& +25& | %89%-3%¢
A8 (&) 1+ (&, 8- Jo! 12/3 0/4 2/5
"67-8'(9(&)!!:,8;-(&) ! </ 13/<! 0/< 13/
")8(#%>%8-?1+(9@-8(-971+B4-9'8A1/5 4/2 1/4 3.1
"8l &6!B-9()& cic <4 2/1! 214
D>-9 3.1 12/.1 4/1 /5!
E-O-,84@ 13/4 12/.1 < 11/3
F,&(&)?1+(& &#(,>ID-87(#-97!
G&g(%g’&;_ ( ( 11/2 12/.1 5/3 0/4
H$&9'8%6# ($& 4/2 3.1 Cl.! 5/0
16%#,'($&*IH@ (>6#8 </ =/0 2/4 2/5
18)(&-8(&)! cic 14/4 2/1! 2/1!
J-&-8,>1,8) K& | =3/C =/0 1C/! 10/C
L->'@#,8! 2/4 43/1 2/4 Cl.!
LEME-#8%('K-&' </ 4/2 </3 0/1!
GN 1C/+ 14/4 1=/2 14/4
0-),3 0/1! 1./2! 404 =/.!
 &Y6P #%8(&)*IQ8$6%H (& 3.1 214 =1 2/1!
'I'DS_I;—76(;§8#—9!,86!IK—8)—&#A! 1 < " a
Q8$R-8AIIE-,>119','] 3.1 3/3 /1 =/0
QUS>(#D-#$8141J$7-8&K-&' 2/4 5/5 2/4 </
Q%S>(9@(&)!™!:-6(, </ 5/5 4/1 2/5
E-(>! =/0 </4 =/3 ci3
@:3%*%&A&B0"-C": %ZR3:"$ DER GE& HE& HE®
@%:-%."-3"$&A&)5C3*3+&.3)% KE& DDEX LER DDEF
@%:2-X6 EF IEM&. 'ER& IEL&
@/:3"$&,/-7<N/O-/43& MBS EF FER! GE&
@9/-.+&A&PY%E+2-% DE& DKEM DE® EG
196$%:/CC2*3:".3/*4& EF FEE KE® LER
1/2-3+C&A&RI+93."$8.6 HE® IER IEL& LEQ
1-%+9/- & *5&P/S3+.3& DE& ME&d IER IEI&
T.3$3.3%+&A&@&0-J3:%+ QEM HE® DE& ER

D3%8FISUL#,>#%>,'($&!S,9-6!$&!'@-GV:19%87LA!B,',
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I"#$%068)*+%,-%./%&0-12&.%08#34-. Y% 4BRARL" A& +744-#-$-18&
97,&41",1-.:&.%08&#34-.%44%4&3+7.&,%13,.;&#8&18+%6& 79&<-:,".14

>.1%,%41%

=%4+7.48 =%13,.%%

-&.9%138
“HSHB(1+ 7). 10)1-2/).'3 | 456 754
HSB/S) ()" | = <5
HSDB(+9, 1= 91-#/9-3 | = S<5h
21 96101+ 1/ 10)1-2) '3 | 4@5@ | >65¢
2.1 989/) #1()" | 4651 <75b
2.1 961(*+9, 1= 9-1-#/9-3 | @AS@ |  <BSB
2. CIDO/I&I) 11 134119, 12ID9%) #5811+ ,-). 1.1
0)1-2)).3! 05A ot
2. CIDO/I&YJ#:1/ 1$#/19, 121D93) #$9BI/S) #()* ! <5 65E
2. CIDO/I&I) 1/ 1$#/19, 12ID9%) #59&1()* 1+9, 1=.9-1

<>56 !
#9-31
&) IS 121DOS) #SSCIDONGIHF) #IZI)SOpT | |
&10%1+,).110)1-2)3 | ' '
&I H1] 1S9 121D9S) #SSCIDINGIHF) #1212 S/ | _ ,
89/)#1(* ! : '
&)1 134119, 121D0S) #SSCIDONGIH) #1212 5081 | __ ,
&1 149, 1= 9-1#/9-3 | '

G2DHH -#$#/$1:2/21 1$/2-] 9,! DIS) HSSHS! D=1 -#/9-'#$! 2!
JH)2H) -#9-##$5! &V ISIS! /12/1 J)HH! /14! '90D#-! J1.1 1211
2F/92HH=!1$/2-/#:121 DI$) #$$! 20. 11 -#/9-H#$)$! -2/I#-1H.JCI 2l H2- 1#!
'QOD#-1 .KI . [#1)2H! -#/9-'#S! JH-#1 ) 1H-#$/#:1 )1 $/2-/)'11 9,1 2!

DO$) #$SL. 1/1#)-1-#/9-'1/.1()*5IGI)$!,-.L):#$121L2HI2DH#! ) /#-1/.!
H)F=102M#-$! 'L #SYILL, H)F)#S! .1 2//-2F/ -#/9-10)1-2'/$! /.

(%51 &) .- #-1 [ 1#'F.9-214 SOFI! -#/9-'$1 2.1 LESIO#IC! .. H)F)#$!

LG 2'SIH-$1 2-#1 -HSH 1)) #-F# 12141 $12-#1 K1 //2H!'90D#-! .K!
S, IS5 GIHSH! H-FH21HSL. N HF#$$2-)H=1$90!9,1/.1<BBC$) F#!
0OH/), H#! -#$, '$#$! Jtt-#1 2HH.J#:C! DHF29$#1 )/1)$! ,.$$)DH#! /12/1 0)1-2'/$!
FIL.S#I/I$#119,121D9S) #S$! 2/ ) KK#-#11H.F2/).'12':1: ) KKH-# 1 #-).:$1)']
[1#)-10)1-2/)."1 - F#$S$S5!NHS.CI$.0#1 KI/1#1 /). $1 J#-#1" /1 2L 2)H2DH#1 )|
[ O9#S/)."2)-#1 K.-1 0)1-2'/$CH/I#-H#K -# 0)$$)'1! :2/21 ) H.J#-1 2-/1 K]
JI#IF. HOO'IK -10) 1-2'/$1) #-#$/#:1)1-#/9-'5 |

|
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"HE0& ()1 )+)T -$! /)0-)! 102$%6/0(&)! .$,*-*$," *1 3#* 1
1)-%1,14%+/0,-"1.0,1)"-0(&*"# 01 5/$'%6.-*2)1 ,)31),-)/5/*")6! 3#*&,)!

90($%J40/:)-1.#0/0.-)/*"-* "1$114*+/0,-"13*-#1* -) -*$,1-$!/)-%/, !

#1)1<%0/-)/"1$115$-),-*08&1/)-%/,))"1#0'1"$4)! 3$/:1)=5)/*),.)8!
>4$,+1-#)46!40,?! @AABC! #0' ()-3)),! D! 0,1 DE! ?)0/"1 $1! 3$/:!
)=5)/%),.)8!>&4$"-1-#])) &Y%0/-)/"I$11-#§!3*-#13$/:1)=5)/*),.)!
+0%,)'1*-1$%-"*) F*G8I H-1%"18*:)&?! -#0-140,21$11-#$")1 3*-#$%-! 3$/:!
)=5)/%),.)! 3))! "-%"),-"81 1)2)/-#)&)"™"! -#)?! O/)! *,-)/)"-)'1 * 1

1)-% * +1-$I F*GBI>&-#$%+#1-#)21'$! $-14#02)10,213$/:1)=5)/+),.)!
2)-61 -#)2! 38%&'1 (/*,+1 )31 1, $3&)'+)1 0, 1 "*&&" #)?! 0.<%*/)'
0(/$0'6!13#* #13$%&1()1(),) 1*.*0&! 1$/1-#)|&0($%/140/:)-1* IF*G8

"#$%&)' '*+%,'&-.&%"&/0&'+1'2"#%3/45

= Seriesl, work
experience-
more than 10
years, 87, 16% mwork experience-
no

= work experience-
up to 1 year

work experience-
1to 10 years

mwork experience-
more than 10
years
B Seriesl, work
experience-up
to 1 year, 78,
15%

J$%/.)KI$3,!.0&.96&0-*$,1(0")'1$, I-#)IHLM!"%/2) ?I'0L0
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"#31%&'(1$)*$'+$,-$!&.1/+0'1,23!%+2#!'$24"1 +,2$,2+&,3!56! 3$-2&"!
&.!$)*$'+$-$! +3!*'$3$,2$7! +,! 8+04%! ;2! 3#&%3! 2#12! 1</&32! &, $!
=41'23"101+,$7! %&'(! $)*$'+3,-$! +,! 2#$! *'+>12%! 3$-2&"! %o#+<$! &, B!
28+ TV %&'($7! +,! 2#3$! *45+-1 3$-2&":1 8$%$'! 542! 3+0,+.+-1,2! ,4/5%'3!
#17! %&'($7! +,! +,2%',12+&,1<! &'01,+312+&,3?! @&3%,,/$,2!
&'01,+312+8 B-#1'+2+$3!11,7! 133&-+12+&,3B!1,7! 3$>$'1<?! 13! 3#&%,!
5$<&%?! #17! $)*$'+$,-$! +,! '4,,+,0! 2#$+'1 &%,! 543+,$33%$3:! "#43!
*&2$,2+1<!'$24' $$31#1>$!111%+7$!1>1'+$26!&.1%&'(1$)*$'+3,-$?1 1<<!&.!
Yo#t+-#! -&4<7!1 5! &.1*&2%$,2+1<! >1<4$! +.1 2'1,3.$"$7! 2&! C+D! *'+>12%$!
543+,$33! 1,7! *45<+-1 +,32+242+&,3! 3#&A4A<7! 2#$3%! /+0'1,23! 7$-+7$!
$>9$,241<<612&!'$24"

"#$%&)' *&+,-%."-/'0-%1'&23&%"&4+&'-'5"#%664,.

(" L] Seriesl, B Seriesl, No )
Running own work
business, 60, £
® Seriesl, NGO, gse4 N
62, 8%

= No work

B Seriesl,
Internationa experience
organization, m Public sector
75, 10%

¥ Private sector

® International
organization
B NGO

® Running own
business

\ Y,
E&4'-§F1&%,!-1<-4<12+8&,1513$71&,124$):GH!34'>$617121

!
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"#$%& () Bhot+) %0, +

)$/0)$19%61)12,)$%/*-$1&#*, %! 3+%)-%/&(1*410/8&$3*+&51% LBV !$

&($* *-%&/-$! & $)+N$! *41 2,)$%/*-$! &#* %! *#$%&'()$! 4&8)0! #9!
+)%,+-))$! &-0! %1)! *-)$! 3)+)/8)0! #9! :/;1+&-%$! /-%)+)$%)0! /-!
+)%, +-<! =1)! &-$>)+$! %*1 %1)$)! 2,)$%/*-$! &+)! /:3*+%&-%! %*! 3*(/'O!
:&2)+$! /-%)+)$%)0! /-1 0)$/;-/-;! 3*(I')$! *4) &%Yo+&'Vol-;! +)%,+-! 4]
$2(()0! &-01)0,'&%)0! *$-/&-$! 4+*:1 &#+*&0<! =1)! &-$>)+$! %*1 %1)!
2,)$%/*-18#* %1% 1)!:&/-1*#$%E& () $1%6*1 +)%, +-1%6*1 ./ @! &+)! 3+)$)-%)O!
J-1=&#() A

"#$%&' (&&)"*+&,#-."1$%-&0,1&6.21+

3%-4,+-9%8 5% 1%#2 * +&6 83
D/-0/-;1):3(*9:)-%!/-1:913+*4)$$/*- | EF<G
D/-0/-1):3(*9:  )-%4 H<G
1)8)(1*41$&(&+9 EG4G
7914+/)-0$!&-014&:/(9!(/8)!*,%$/0)!. /@ J<K
L/44)+)-)/-19%1)(/8/-;1$%&-0&+01H)%>))-1:01, ++)-0%!'* -06+01*4
+)$/0)-)1&-01./@ ! EK<H
))-1%,%%$/0)!./@!14*+196%*1(*-;] M<E
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Although the success rate is well above the failure rate, still too
high rate of the ones who did not even try to validate their
diploma from abroad is worrying, as it may suggest that
individuals from abroad do not trust the system regarding the
process of diploma validation and do not perceive this process as
something they need.

Conclusions and policy recommendations

The analysis of the quantitative data collected through the survey
presented above reveals a number of interesting findings. While
acknowledging the limitations of the survey, we can still draw
several conclusions and recommendations that can serve as a
starting point for further analysis, discussion and design of
diaspora related policies in BiH.

Most of the Bosnian diaspora retain strong ties with the home
country, either by retaining citizenship of BiH, by having its
identity card, or by regularly visiting the country. Further, only a
small percentage of interviewees decided that they would never
return to BiH. Consequently, since more than half are considering
return or might consider it, suggests that appropriate policies
could encourage considerable scale of return of educated young
people who are currently residing abroad.

It is important to note that most of the interviewees have a
university level degree. This, combined with the professional
experience and skills they could offer in the BiH labour market,
shows the great potential of the diaspora to contribute to Bosnia’s
economic development. Moreover, the data also identifies the
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CHAPTER 10.

Conclusions: Improving Skill Policies
in the Western Balkans !
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