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Executive Summary 

 

The theme for the first meeting was “supporting skills for innovation in the Western Balkans.” The Working 

Group examined how skills gap analysis could be used to identify human capital needs and discussed sector-

specific and horizontal policy responses and actions. A key outcome from the meeting was the identification of 

lessons learned from various donor projects to sustain and mainstream actions minimizing skills gaps.  

 

The OECD Secretariat highlighted linkages between human capital development and innovation. The 

European Training Foundation discussed its experiences in the Western Balkans and noted that skills 

mismatches arise due to a combination of both demand and supply side weaknesses in the labour market. A 

new ETF pilot project in Montenegro and Serbia will apply CEDEFOP methodology to assessing skills 

mismatches. The approach used by the former Yugoslav Republic of Macedonia to skills gap analysis was 

presented. The methodology was first piloted in 2006 and is now an annual exercise which relies on the active 

engagement of the business community. 

 

Sector specific approaches to skills gap measurement and policy responses were presented by participants 

from Croatia and Montenegro. In Croatia, a previous USAID project implemented a skills gap analysis in the 

ICT sector. One of the key outcomes from the project was the eventual establishment of a specific computer 

science programme at the Technical Faculty of Rijeka University. In Montenegro, a GIZ supported projected 

was implemented to improve the employability of graduates from vocational schools. The project resulted in a 

new VET development strategy for 2010 to 2014 and revised curriculums in four sectors: tourism, 

construction, electrical and mechanical engineering.  

 

Examples of horizontal actions addressing skills gaps were presented by participants from Albania, Bosnia and 

Herzegovina, Serbia and South East Europe Centre for Entrepreneurial Learning (SEECEL). In Albania a 

training needs analysis of 250 Albanian SMEs was performed as part of a recent EU-funded project. An 

important finding from the TNA revealed a deep lack of management skills. In Bosnia and Herzegovina a 

recent SME skills needs analysis revealed that SMEs are seeking employees with „softer‟ skill sets. In Serbia 

the National Agency for Regional Development assists in retraining unemployed individuals and offers 

training for entrepreneurs in business plan development. SEECEL presented its current work programme and 

highlighted a pilot project in 32 schools across the region to address entrepreneurial literacy. 

 

The day concluded with a discussion of lessons learned with international donor responding to skills needs: 

1) Intergovernmental co-ordination between ministries is a must if projects are to be mainstreamed; 

2) Regional approaches are needed for measuring skills needs and developing responses; 

3) The private sector and entrepreneurs should be included in the development of policy responses; 

4) The term “competencies” might be more appropriate when discussing the subject of „skills for innovation‟; 

5) National qualification frameworks need to be aligned with European qualification frameworks; 

6) Entrepreneurial training needs to be based on the practical experience of those teaching entrepreneurship; 

7) Better co-ordination between international donors is needed; 

8) Provision of business services and consultancy should be based on commercial principles; 

9) Innovation has to happen in enterprises (not just universities) and result in value creation;  

10) Innovation means a readiness for change and this is a significant obstacle for many firms in the region.  

 

 

 

 

 

 



Detailed Report 

1. The first meeting of the RCI Working Group on Human Capital Development (HCD) was held in 

Split, Croatia on 8 June 2011. 

2. Participants included a mix of representatives from the RCI beneficiaries including government, 

private sector as well as international and regional organisations. See attached annex for complete 

participants list. 

3. The theme for the first meeting was “supporting skills for innovation in the Western Balkans.” 

The agenda covered the following items: 

 Identifying skills for innovation and using skills gaps analysis 

 Sector specific approaches to skills gaps in the Western Balkans 

 Horizontal actions to strengthen skills for innovation 

 Supporting Skills for Innovation: Key Lessons Learned and Regional Responses 

Session 1 – Identifying skills for innovation and using skills gaps analysis 

4. Mr. Konopek from the OECD Secretariat opened the session with a review of the latest OECD 

analysis on the links between human capital development and innovation and the types of skills 

necessary to support innovative activity. Mr. Konopek explained the benefits and risks of using 

skills gap analysis as a tool to monitor public and private investments in human capital and skills 

development. Examples of institutional arrangements in Canada and Ireland were highlighted. Mr. 

Konopek concluded his presentation with a suggestion that the Western Balkan economies work 

closely to: 1) consolidate existing studies and information on skills needs in the region; 2) develop 

a common methodology for collecting relevant data on skills needs; and 3) raise the level of inter-

institutional dialogue skills related issues.  

 

5. Ms. Petkova from the European Training Foundation (ETF) presented her organisation‟s 

experience with skills needs analysis and capacity building responses in the Western Balkans. Skill 

mismatches are deep in the Western Balkans due to both demand and supply side issues found in 

the labour market. On one hand, companies are unable to articulate how their skill needs will 

evolve over time. On the other hand, the education and training system is not flexible enough to 

dynamically adapt to changing requirements. As a result, school-to-work transition is long; the 

level of unemployment among youth is high; and employers are unsatisfied with the quality of 

employees. Although tracer studies and employer surveys are conducted in the region, studies on 

long term needs at the macro level are missing. At the EU level, the European Centre for the 

Development of Vocational Training (CEDEFOP) has conducted a review of skills supply and 

demand up to 2020 assessing the needs of various sectors. CEDEFOP is launching a new exercise 

that includes the EU 27, Norway, Switzerland and EU candidate countries (Croatia, the former 

Yugoslav Republic of Macedonia, Turkey and Iceland). A pilot project will be conducted by ETF 

focusing on Serbia and Montenegro that will use the same methodology as the CEDEFOP 

exercise. This will allow for the aggregation of data at the regional level.  

 

6. Mr. Arifagic from the Regional Co-operation Council (RCC) remarked that as economies in the 

region face similar constraints, the pilot project conducted by the ETF should contribute to the 

development of a regional action plan to narrow skills gaps in the Western Balkans.  
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7. Ms. Stojanovic from the Agency for Employment (ESA) of the former Yugoslav Republic of 

Macedonia presented the main features of her agency‟s skill gap analysis methodology. The gap 

between what the education system produces and labour market expectations is very high in the 

former Yugoslav Republic of Macedonia. This results in high levels of long-term unemployment 

and in low workforce qualifications. The methodology for ESA‟s skills gap analysis is based on a 

model used in Sweden. The survey is conducted annually under the supervision of ESA and is 

implemented by 30 employment service centres at the municipal level. As a result of the survey 

active labour market policies have been developed. The ESA has regular consultations with the 

Ministry of Education and Science which results in curriculum adjustments based on the results of 

the skills gap analysis. To raise general awareness on the importance of addressing skills gaps, the 

results of the analysis are advertised through press releases, in events with employers, employers 

associations and chambers of commerce.  

8. Ms Petkova noted the importance of raising the awareness of policy makers to growing skills 

gaps. With the emigration of skilled graduates further worsening the situation, brain gain 

programmes have been developed in several Western Balkan economies. Although these initiatives 

are positive initiatives, it is still too early to rigorously assess the impact of these programmes.  

9. The session closed with a tour de table whereby each participant flagged initiatives being 

undertaken in their economy to measure and assess skills gaps:  

 In Albania the first training needs analysis was conducted this year focussing on a few sectors. In 

order to be effective, this survey will need to be conducted every year.  

 The current situation in Bosnia and Herzegovina makes it difficult to develop a consistent 

approach to skills gaps, in particular in the field of education. Reforms need time and results are 

quite limited in this area. No systematic efforts are conducted at this stage in the country.  

 In Croatia progresses has been made in the ICT sector where a skill gap analysis was conducted 

with the support of USAID. Clusters are also being developed and, as part of their activities, they 

provide boot camps and trainings for employees in companies.  

 In Montenegro the employment agency conducts a yearly assessment of skills needs. 

 Participants from Serbia noted that decisions on educations skills should be decentralized. In that 

respect, the specific institutional setting of Bosnia and Herzegovina may contribute to improving 

the match between those coming out of the educational system and local business needs. In Serbia, 

a skill gap analysis was performed in selected cluster initiatives and showed that the gap was 

indeed very large. Good cluster managers should undertake skill needs analysis and organise 

specific training initiatives for their members.  

Session 2- Sector specific approaches to skills gaps in the Western Balkans 

10. Mr. Krstanovic from the Croatian ICT Cluster Initiative presented a skill gap analysis conducted 

in the ICT sector with the support of USAID. The trade and investment promotion agency and the 

National Competitiveness Council were also partners in this project. The project was based on the 

idea that the very high cost of IT engineers in Croatia was an indication of a gap in the labour 

market. Furthermore, some ICT specialists were unemployed, which pointed to a gap in specific 

skills. The project consisted of four components: 1) assessment of the skill gap; 2) analysis of the 

outputs from the ICT education system and satisfaction of companies; 3) a SWOT analysis of the 

sector; and 4) formulation of recommendations. The methodology to estimate the skills gap was 

adapted from United Kingdom and relied on available market data as well as on estimates of the 

evolution of the ICT sector (e.g. growth rate and structure of employment). Among the main 



outcomes of the project was the creation of a specific computer science programme at the 

Technical Faculty of Rijeka University. As both formal and informal training are critical for 

employers in ICT, on-line training tools were also developed. In addition, a set of 

recommendations were developed for ICT companies, education institutions and policy makers. 

For the national government, the main recommendation was to support the development of 

knowledge intensive ICT companies, rather than to rely on importing high tech goods from 

international suppliers.  

11. Ms. Radunovic from the Centre for Vocational Education in Montenegro presented her centre‟s 

project to improve the employability of graduates from vocational schools. This project was 

supported by GIZ. A previous employer survey demonstrated that a significant gap existed 

between the skills of graduates and the needs of the labour market. As part of the project, a VET 

development strategy for 2010 to 2014 was prepared along with an action plan for the next two 

years. On the basis of the results of a yearly survey conducted by the employment agency the VET 

curriculum was modified in four sectors. In addition, equipment and supporting material was 

developed to improve teacher training. To improve the sustainability of the initiative, teachers who 

attended the first training sessions during the first phase of the project then trained the second 

generation of teachers coming through the project.  

12. Ms. Petkova mentioned that in addition to the GIZ initiative, a training needs analysis was 

conducted by the Employment Agency of Montenegro in 2010 in the tourism sector. This analysis 

also resulted in a curriculum review. For both projects collaboration and consultation between the 

Ministry of Education and the VET centres was undertaken to ensure the results were 

mainstreamed. The VET sector is particularly adaptable as the curriculum is decided at the national 

level. Similar initiatives at the tertiary education level are more difficult to implement due to the 

generally high level of autonomy of universities. More generally, co-operation between industry 

and the education sector is very limited in the region. Ms. Petkova noted that with the exception of 

Croatia and Turkey, where a strong culture of VET exists, the private sector is not involved in 

VET. In Montenegro, efforts were made to adapt the German dual system of education. Although a 

specific law was drafted, the dual system was only introduced in two professions with the end 

result being unsatisfactory. This demonstrates the importance of introducing both policy responses 

and incentives and also measures to raise awareness on the importance of VET. A forthcoming 

publication by ETF will expand on these particular aspects.  

Session 3 – Horizontal actions to strengthen skills for innovation 

13. Mr. Milovic from the Ministry of Foreign Trade and Economic Relations in Bosnia and 

Herzegovina presented the results of an EU-supported project called “EU Support to Regional 

Economic and SME Development” which focuses on strengthening skills and knowledge in 

SME‟s and creating partnerships to match education with private sector needs. The main 

challenges in Bosnia and Herzegovina is the predominance of low value-added industries (there 

are very limited high technology exports), weaknesses in workforce skills (skills related to 

marketing, innovation and export), and difficulties in attracting investment.  

 

14. In response to several questions from the floor, Mr. Milovic noted that “training for trainers” is 

not readily provided and that entrepreneurs are not satisfied with the outcomes of the project. The 

types of skills gaps identified in the project mainly focus on “soft skills” as these are the ones that 

companies, in particular exporting companies, are most interested in.  

 

15. Mr. Lachenmaier, Team Leader of the EU-funded project in Albania titled “Supporting SME‟s to 

become more competitive in the EU market” presented the skills analysis component of his work. 

More information can be found online at www.eu-sme.al  Mr. Lachenmaier noted that the 

representative business associations and mediating bodies are weak in Albania. Since AIDA (new 

http://www.eu-sme.al/
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SME agency) was restructured, the project worked with the Ministry of Economy and engaged 

directly with SMEs. In Albania, human capital and technological capacity remains weak.  One of 

the main conclusions of training needs analysis (TNA) performed over the course of the project 

revealed that most companies have a “one-man-show” management structure: meaning that there is 

an absence of a formal internal management process and limited financial control. The plan is to 

perform the analysis every two years. The national competitiveness programme will be designed 

on the basis of the findings of the TNA and related statistical review. Mr. Lachenmaier also 

emphasised that SME‟s are not aware of the threats that come with global competition and 

international standards. Therefore, although they need people with innovative skill sets, they do not 

spontaneously demand it. The sustainability of donor projects attempting to address skills needs 

(or other issues) is threatened due to high donor dependence. Mr. Lachenmaier concluded his 

presentation by noting that services (e.g. business consulting) should be given for free since this is 

the only way to ensure commitment (i.e., “what has a value, has a price”). 

16. In response to questions from participants Mr. Lachenmaier explained that TNA survey included 

250 firms in Albania. As this was a pilot survey, surveying 250 firms is considered a successful 

number. He noted that transforming firm needs into an expressed demand would require broader 

information campaigns, working with business associations would not be enough. The long-term 

policy response to the results of the survey would require greater inter-ministerial co-operation in 

the Albanian government. To ensure the survey can be repeated in two years time extensive 

training and recruitments efforts will be required.  

 

17. Mr. Zeljko Kljun from the Serbian Ministry of Economy and Regional Development provided an 

update on the work of the National Agency for Regional Development (NARD) the legal successor 

to the Serbian SME Agency. NARD was created in 2009 and is responsible for SME policy and 

infrastructure development. A component of NARD‟s work involves retraining unemployed 

individuals in co-operation with the national employment service (NES) and offering training for 

entrepreneurs in business plan development for individuals seeking support from the Development 

Fund.  

 

18. Mr. Krstanovic believed there was an inflation of trainings from various donor supported 

initiatives. In some of the trainings he participated in the presenters were discussing cases that 

were unrelated to the skills needs of the country. He also thought there was “consultant fatigue” 

and that local knowledge is generally underestimated. The real impact of the various conferences 

and training events on the activities of the SME sector is difficult to assess. Ms. Maric, Serbian 

Ministry of Economy and Regional Development, noted that when training is free of charge it is 

very difficult to find participants. However, when a price is attached to training activities the 

quality tends to be better.  

19. Ms. Heder from the South East Europe Centre for Entrepreneurial Learning (SEECEL) presented 

SEECEL‟s current work programme which responds to horizontal skills needs at the regional level. 

One of the priorities in the EU is the need to develop entrepreneurial learning. SEECEL‟s activities 

are focussed on ISCED 2, ISCED 5 and 6 and TNA. SEECEL‟s work revolves around fostering an 

entrepreneurial society based on entrepreneurial students. SEECEL is changing its focus from 

entrepreneurial learning to developing entrepreneurial literacy. To do so, entrepreneurial learning 

needs to be included in curricula. A new SEECEL pilot project in 32 schools across the region will 

centre on supporting entrepreneurial learning. 

 

Session 4 – Supporting Skills for Innovation: Key lessons learned and Regional Responses 

 

20. Mr. Konopek began the final session by identifying key lessons and messages which emerged 

over the course of the day, these included: 1) the need for consistent and comparable approaches 

for skills needs in the region; 2) the importance of engaging the private sector in the analysis of 



results and policy responses; 3) the opportunity to allow markets to respond to needs – sometimes 

free provision of services is detrimental.  

21. Mr. Lachenmaier commented that often times nobody knows what innovation really means. 

However, the term is perceived as something which only has to do with research. In Albania the 

innovation agency is working with researchers but not with the entrepreneurs and the private 

sector. Co-operation is poor between the Ministry of Education and the Ministry of Economy. 

Furthermore people tend to believe that innovation has to do with ICT. Innovation has to happen in 

enterprises (not necessarily in universities) and result in value creation. A condition for innovation 

in companies is the readiness for change and this is a significant obstacle for many firms in the 

region. Changing production processes, although it does not necessarily need high investment, is 

also innovative.  

22. Ms. Heder noted that if ministries of education are to be involved in discussing skills for 

„innovation‟ then a better term is “competencies.” Competencies need to be used and national 

qualification frameworks need to be aligned with European frameworks.  

23. Participants from the former Yugoslav Republic Macedonia noted that raising awareness in the 

SME sector is good. However, awareness should also be raised in the Ministries of Education and 

Economy: which is not the case currently. Similarly entrepreneurship learning needs to be based 

on practical experience of those teaching entrepreneurship. Co-ordination of donors is also 

extremely important. The national government does not fully play its role as donor co-ordinator 

which results is a low level of sustainability of initiatives.  

24. Mr. Milovic felt that the sustainability of future projects in this area is critical. If government 

does not recognize all the efforts put in implementation, targets will not be reached. More regional 

approaches would be welcome in this area.  

25. In response to a question posed by the OECD on the agenda of the working group, Mr. 

Krstanovic responded by saying that innovation starts with invention. Innovation is 

commercialised invention. To help individuals produce more inventions, you need the appropriate 

infrastructure to further develop innovation. Understanding what makes people knock at the door 

of incubators, science and technology parks to commercialize these ideas is important. A starting 

point would be to see what services are really needed instead of focusing on streamlining 

procedures to open a company or how to develop a business plan. The real issue is to be able to tap 

into the important potential for innovation in companies. Examples of this include Steinbeis 

Foundation in Germany which helps companies develop more competitive products.  

 


