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Abstract 
The paper analyzes the problem of the mismatch 
between the education system and the labour 
market. The aim of the research is an analysis of 
the current situation on the labour market, a con-
sideration of key constraints in the education 
system and identifying possible solutions. The 
problem analysis covers a broader context: a 
change in the economic structure, the problem of 
migration and regional disparities, the specifici-
ties of the labour market and the results of the 
reform of the education system. An international 
comparison of the competitiveness of the Monte-
negrin economy, from the perspective of the edu-
cation system and labour market is presented in 
the final section of the paper in order to identify 
room for improvement of the current situation. 
At the same time, the research results reveal the 
problem on the Montenegrin labour market of a 
lower or higher  level of education compared to 
the needs of the market. In 2014, the labour sup-
ply was 24.6% higher than the demand for labour. 
In addition to long-term unemployment, the la-
bour market in Montenegro is characterized by 
the following: unused human potential – low 
activity rates, high youth unemployment rates, 
disparities in regional unemployment, the prob-
lem of internal labour migration, intensive em-
ployment of workers from countries in the region, 
etc. The system of formal education in Montene-
gro is unconcerned about the needs of the market. 
The primacy of quantity over quality has contrib-
uted to the rapid growth in the number of gradu-
ates, resulting in a rise in the number of unem-
ployed university graduates. Lack of specializa-
tion study programs and educational programs at 

Sažetak 
U radu se analizira problem neusklađenosti 
sistema obrazovanja i tržišta rada. Cilj istraživan-
ja je analiza postojećeg stanja na tržištu rada, 
razmatranje ključnih ograničenja u sistemu obra-
zovanja i identificiranje mogućih rješenja. Analiza 
problema obuhvaća širi kontekst: promjenu gos-
podarske strukture, problem migracija i regional-
nih dispariteta, specifičnosti tržišta rada i re-
zultate reformi sustava obrazovanja. 
Međunarodna komparacija konkurentnosti 
crnogorskog gospodarstva, sa stanovništa sistema 
edukacije i tržišta rada, data je na kraju 
istraživanja u namjeri da se identificira prostor za 
unapređenje trenutnog stanja. Rezultati 
istraživanja pokazuju da na crnogorskom tržištu, 
istovremeno, izražen problem manjeg, odnosno, 
većeg nivoa obrazovanja u odnosu na potrebe 
tržišta. U 2014. godini ponuda rada bila je 24,6% 
veća od tražnje za radom. Pored dugoročne ne-
zaposlenosti, tržište rada u Crnoj Gori karakteri-
ziraju: neiskorištenost ljudskog potencijala - niska 
stopa aktivnosti, visoka stopa nezaposlenosti 
mladih, dispariteti u regionalnoj nezaposlenosti, 
problem unutrašnje migracije radne snage, inten-
zivno zapošljavanje radnika iz zemalja regije itd. 
Sistem formalnog obrazovanja u Crnoj Gori nema 
sluha za potrebe tržišta. Primat kvantiteta nad 
kvalitetom doprinio je ubrzanom rastu broja di-
plomaca, što za posljedicu ima rast broja neza-
poslenih visokoškolaca. Nedovoljna specijalizaci-
ja studijskih programa i obrazovnih programa na 
nivou općeg srednjeg obrazovanja dovodi do 
stvaranja znanja niske upotrebne vrijednosti. 
Prisutan je sindrom lakše do diplome – teže do 
posla.  
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the level of general secondary education leads to 
the formation of knowledge of low practical val-
ue. Eventually, it all results in a situation which is 
best described by this simple statement: the more 
easily you get a diploma, the harder it will be for 
you to find employment. 
 
 

 
 

INTRODUCTION 
A mismatch between the education system and the 
labour market is a serious threat to economic 
growth and development. This disturbance in the 
market leads to decreasing the usefulness of labour 
and to an improper use of the most important fac-
tors of production. The economy is faced with the 
problem of inefficient use of the basic resource – 
human potential. Consequently, the long-term 
trend of growth in GDP and the total potential of 
the economy has been brought into question. The 
problem of the mismatch between the education 
system and the labour market in the academic 
community within a broader, regional, European 
and even global context has not received the neces-
sary publicity for a long period. However, the fact 
is encouraging that in recent times, perhaps under 
the impact of the global economic crisis this disor-
der has become the subject of analysis of interna-
tional institutions, scientific institutions and re-
searchers of various profiles. Recent labour market 
trends have raised concerns that the unemploy-
ment rate is high not because employers are reluc-
tant to hire but because they are unable to hire – 
that is, for whatever reason, firms are unable to find 
suitable workers to staff the positions they are try-
ing to fill. /1/ Research has  shown that demand-
side determinants such as employer’s requirement 
specifications and recruitment practices may be as 
or more important in determining the extent of 
mismatch unemployment. /2/ 
 

The model of lifelong learning is a need of the 
modern labour market. The idea of further educa-
tion, in terms of  specific sub-specializations and 
continuous refreshment of knowledge, is the most 
important determinant of personal competitive 
advantage in the labour market. It is also a precon-
dition for a greater labour productivity and the 
efficiency of business operations of a company. 
Hence the importance of the availability of high-
quality and specialized education programs that 
would allow a reallocation of labour between the 
sectors of the economy. This is still not the case. 
Research has shown that participation in life-long 
learning correlates directly with both employment 
and level of earnings./3/ There are several forms of 
mismatch of supply and demand in the labour 
market, ranging from the situation when a person 
has a lower/higher education level than demanded 
on the market to the one where there is a correla-
tion in terms of the level but not in terms of the 
type of qualifications for a particular position (Table 
1). It is interesting that there is also a mismatch 
when the skills and ability of a worker become 
obsolete and lose importance. It is this circumstance 
that highlights the importance of the process of 
(continuous) lifelong learning. Furthermore, it is 
necessary to point out to those cases when obtain-
ing a diploma, which is not backed by adequate 
knowledge, leads the employer to an unjustified 
presumption that a certificate of graduation from a 
secondary school/university guarantees an a priori 
higher productivity. 
 

Table 1: Types of mismatch of supply and demand in the labour market 
 

Vertical mismatch 
Level of education or skills is lower or higher than the 

requirements of a job position. 

Horizontal mismatch 
Level of education or skills is adequate, but not the field 

of education. 

Overqualification A person has a higher level of qualification than required 
for a job position . 

Underqualification 
A person has a lower level of qualification than required 

for a job position. 

Overskilling A situation where a person is unable to fully use their 
skills and abilities in the current job position. 

Underskilling A situation where a person lacks necessary skills and 
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abilities for performing the current job according to cur-
rent standards. 

Credentialism 

A situation where the level of education necessary to get 
a job exceeds the level of education needed to adequately 
do the job. This situation refers to the belief of employers 
that a graduation certificate or diploma implies a greater 

productivity. 
Economic skills 

obsolescence 
A situation where previously used skills to do a job are 

no longer necessary, are obsolete or lost in value. 
 Source: Cedefop (2010, p. 13); Sloane (2014, p. 2). 
 
 
Taking into account all the above-mentioned, it is 
important to consider certain aspects of educational 
mismatches in the labour market in terms of time 
horizon (Table 2). In the short term, the costs of job 
search for the individual and the costs for the com-
pany while the position is vacant will prevent the 
best outcome – a match of supply and demand. As 
time passes, the costs of the “search” grow and at 
one point the prospective employee will accept a 

lower wage job which quality-wise does not match 
his or her abilities and qualifications. On the other 
hand, the potential losses in productivity will force 
employers to hire workers who might not be the 
optimal solution. The consequence of such a deci-
sion is a mismatch between the characteristics of 
labour supply and those of labour demand, which 
ultimately renders the worker unmotivated and the 
company less efficient. 

 
Table 2: Educational mismatch in short and in long term 
 

 Short  term Long term 

Causes 
Costs of job search for the individual and the 
costs for the company while the position is 
vacant prevent the best outcome – matching 

Unbalanced changes in supply and 
demand 
 

Methods of observation 
and measurement 

Differences in the characteristics of the job 
position and prospective employeee 

Estimates and forecasts  of aggre-
gate changes in supply and de-
mand in the various categories on 
the labour market  

Analysis methods 
Analysis of the ways in which individuals 
seek jobs and the ways in which companies 
hire workers. 

Examining result of trends such as 
technology, organizational chang-
es, globalization, education, etc. 

Consequences 

High costs of job searching for both prospec-
tive employes and companies, losses in the 
prospective employee's wages and a lower 
output for the company. 

Loss of return on investment in 
education and training of employ-
ees, inadequate labour force for the 
expansion and growth of the com-
pany. 

Policies targeting the 
mismatch 

Institutions dealing with the labour market 
which encourage the harmonization of the 
market (matching of supply and demand), 
reduction of job search and labour force 
search- related costs. 

Adapting education policies in 
order to anticipate changes 

  Source: Sattinger (2012, p. 4). 
 
In the long term, if a person fails to find a job corre-
sponding to their qualifications and education, 
their investment in the education process will be-
come a “failed” investment. For the employer, in-
adequate labour force will prevent the growth and 
expansion of the company and jeopardize its life 
cycle. In order to provide a more relevant analysis 
of this problem, it is necessary to  make an objective 

prediction and assessment of trends in the labour 
market, while the role of state institutions is crucial 
not only in the short-term harmonization of the 
market and reduction of costs for both the prospec-
tive employees and the employers, but also in the 
long-term repositioning of the education system in 
accordance with the anticipated changes. 
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The measurement results of the mismatch between 
education and labour market differ significantly 
between countries. One study, which included 25 
European countries, illustrates well this disparity. 
On average, 33% of workers are at a higher level of 
education than required (overeducation), this per-
centage ranging from 15% in the Netherlands to 
79% in Estonia. As regards the countries of the for-
mer Yugoslavia, only Slovenia was included in the 
sample, where the problem of overeducation is 
present in 17.7% of cases. The study has shown that 
there is a much higher proportion of workers with 
lower levels of education than the market needs 
(underducation) – an average of 59%. Naturally, 
there is the lowest percentage of workers where 
quality of supply coincides completely with the 
market needs (even below 10% in the twenty coun-
tries included in the survey). /4/ Recent studies 
show that in European countries between 15% and 
almost 35% of employees work in jobs for which 
they have a lesser or greater level of qualification 
than  needed, the lack of education being more 
common than excess education. Observed by sec-
tors, “agriculture, forestry and fishing” as well as 
“household production” are those with the highest 
degree of mismatch with the labour market needs. 
By occupations, the highest horizontal and vertical 
mismath is present in “agriculture, forestry and 
fishing”. /5/ More detailed results based on a sur-
vey show deeper causes and manifestation of con-
sequences of the educational mismatch with the 
labour market. Educational institutions are out of 
sync with employer needs. While 72 percent of 
educational leaders think newly educated workers 
are ready for work, only 42 percent of employers 
do. This is a big mismatch. Primary and secondary 
educational institutions are not in touch with cor-
porate recruiters’ needs. /6/ The probability of be-
ing overeducated increases with education level. 
This is a common result in the international litera-
ture. /7/ Non-European experiences show similar 

trends. In Australia, it is found that approximately 
15.8 per cent of men and 13.6 per cent of women are 
overeducated, whereas approximately 18.5 per cent 
ofwomen and 13.7 per cent of men are underedu-
cated. /8/  
When it comes to the level of earnings, there is no 
doubt that the mismatch of labour supply and de-
mand is an important determinant of future wages. 
It is generally found that overeducated workers 
earn less than adequately educated workers with a 
similar educational background. /9/ 
 
1. The economic context - the history of the 

problem 
 
For a comprehensive analysis of the subject matter, 
it is necessary to take into account and consider the 
dynamics of the processes that characterize the 
development of the economic system, the structure 
of the population, the labour market situation and 
the development of the education system in Mon-
tenegro. 
Over the last 70 years, Montenegrin economy has 
been through huge structural changes. A very dy-
namic economic activity in the Socialist period led 
to changes in the interrelationship between agricul-
ture and industry. The participation of industry in 
the GDP of Montenegro increased enormously 
from only 7.4% in 1952 to 37.9% in 1989, while agri-
culture recorded quite the reverse trend, since its 
share of 38.8% was reduced to 12.6%. In the period 
1961-1989, industrial production increased 6.4 
times, while agricultural production increased only 
1.5 times. Such large disproportion caused other 
controversies such as a high rise in unemployment, 
a very intense process of migration from rural to 
urban areas, or from the northern to the central and 
southern regions (from 46.2% in 1961 to 31.4% in 
2003). Other industries, with the exception of traf-
fic, also recorded a smaller share in the realized 
GDP at the end of the period (Graph 1). 
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Graph 1: Structure of the domestic product (GDP) in Montenegro in 1961 and in 1989  

 
 
Along with a very accelerated process of industrial-
ization the process of development of the tertiary 
sector, which now makes the dominant segment of 
GDP, occurred. Thus, the dynamic growth of the 
tertiary sector (about 9 times) occurred as a result 
of construction and putting into operation of large 
infrastructure facilities of the transport sector 
(Adriatic highway, Port of Bar, etc.), as well as the 
burgeoning trade, tourism and hospitality. In addi-
tion, the tertiary sector generated new jobs (an in-
crease from 14,000 employees in 1961 to about 
48,000 in 1989), thus by the number of employees 
approaching the total number of employees in pro-
duction (about 54,000).The highly dynamic eco-
nomic development in the socialist period ended 
ingloriously – in a complete collapse of the econom-
ic system of the early 1990s. The process of trans-
formation from a socialist to a capitalist economy, 
accompanied by many unknowns, was a very dra-
matic experience. In the period 1989-2000 Monte-
negro witnessed a so-called depression economics – 

a pronounced decline in economic activity across 
all sectors of the economy. At the end of this peri-
od, in 2000, the industry accounted for only 37.8% 
of GDP achieved in 1989, agriculture 73.4%, con-
struction 57.3%, transport 77.8%, trade 69% and 
tourism 57.8 %. It is evident that during this period 
production, maritime transport and tourism suf-
fered the most damage. The production suffered 
damage not only because its share in GDP was 
reduced to 25.3%, but also and even more because 
it retained this share primarily thanks to the energy 
and metallurgy sector, which more or less managed 
to hold its own, while the utilization rate of other 
industries fell below 25%, and some were practical-
ly extinguished. The intensity of the decrease in the 
share in GDP inevitably brought about significant 
structural changes in the economy. The production 
share in the domestic product nearly equaled that 
of traffic (25% and 26%), while the share of agricul-
ture equaled that of trade (14.5% and 15.5%), while 
construction kept the same position as in 1989 (7%). 
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Graph 2: Structure of the domestic product (GDP) in Montenegro in 2000. 

 
 
A more intense economic recovery occurred after 
2000. In the period 2001 - 2008,  GDP increased by 
37%. In the same period, the number of employees 
increased by 25.1 thousand, i.e., 17%, while the 
number of unemployed fell by as much as 53.1 
thousand or 65%. /10/ The unemployment rate con-
tinuously decreased and in 2008 fell to 16.8%. A 
dynamic economic growth lasted until the last 
quarter of 2008, when it became clear that the nega-
tive effects of the global economic crisis, combined 
with the internal challenges of the domestic econ-
omy, were about to jeopardize the progress made 
at the beginning of the first decade of the 21st cen-
tury. As the new methodology of calculating GDP 
prevents comparability of data in a broader tem-
poral context, we will briefly analyze the changing 
structure of the economy in the period 2000-2013. 
The dominant share in GDP belongs to services 
sector, at the expense of the agricultural sector and 
production. In the period 2000-2013 the share of 
agriculture in GDP was reduced to 8%, while the 
share of production declined to 11%. The share of 
gross added value in 2013 was recorded in the fol-
lowing percentages: tourism accounted for 27%, 
construction 5%, and production 12.5%/11/ 
 
2. The structure of the population 
According to the 2011 census, as a result of natural 
population growth and migration, Montenegro’s 
population was 620,000. In absolute terms, the 
population of Montenegro increased compared to 
the 2003 census by only 7,762. In regional terms, the 

population of the northern area has a negative 
growth rate of 7.2%, the increase in population in 
the central part is 5.8%, and 3.7% at the Montene-
grin coast. Without going into more detail, it can be 
concluded that the dynamics and the achieved 
number of population is primarily due to falling 
birth rates and reduced mortality rates, which 
brings Montenegro closer to the low natality areas. 
Falling birth rates, caused largely by economic fac-
tors (unemployment), later marriages, families with 
one or two children, that is, the reduced number of 
household members, are are likely to result in a 
further decline in the birth rate. Migrations have 
also left a strong impact on the population. In this 
regard, we especially emphasize the obvious fact of 
emigration of professional and highly qualified 
personnel. These processes have been encouraged 
by the economic and political developments, start-
ing in the 1990s. The brain drain does not only 
mean a decrease in, that is, an impoverishment of 
human resources, but also permanently losing sig-
nificant funds invested in education of “finished 
products”. A particularly pronounced problem is 
that of internal migration – from the northern re-
gions to the central and southern parts of Montene-
gro – which resulted in uneven regional develop-
ment. This can also been concluded from Graph 3, 
which shows that the outflow of population is pre-
dominantly present in the northern region, while 
the central and southern regions have recorded a 
population growth. 
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Along with a very accelerated process of industrial-
ization the process of development of the tertiary 
sector, which now makes the dominant segment of 
GDP, occurred. Thus, the dynamic growth of the 
tertiary sector (about 9 times) occurred as a result 
of construction and putting into operation of large 
infrastructure facilities of the transport sector 
(Adriatic highway, Port of Bar, etc.), as well as the 
burgeoning trade, tourism and hospitality. In addi-
tion, the tertiary sector generated new jobs (an in-
crease from 14,000 employees in 1961 to about 
48,000 in 1989), thus by the number of employees 
approaching the total number of employees in pro-
duction (about 54,000).The highly dynamic eco-
nomic development in the socialist period ended 
ingloriously – in a complete collapse of the econom-
ic system of the early 1990s. The process of trans-
formation from a socialist to a capitalist economy, 
accompanied by many unknowns, was a very dra-
matic experience. In the period 1989-2000 Monte-
negro witnessed a so-called depression economics – 

a pronounced decline in economic activity across 
all sectors of the economy. At the end of this peri-
od, in 2000, the industry accounted for only 37.8% 
of GDP achieved in 1989, agriculture 73.4%, con-
struction 57.3%, transport 77.8%, trade 69% and 
tourism 57.8 %. It is evident that during this period 
production, maritime transport and tourism suf-
fered the most damage. The production suffered 
damage not only because its share in GDP was 
reduced to 25.3%, but also and even more because 
it retained this share primarily thanks to the energy 
and metallurgy sector, which more or less managed 
to hold its own, while the utilization rate of other 
industries fell below 25%, and some were practical-
ly extinguished. The intensity of the decrease in the 
share in GDP inevitably brought about significant 
structural changes in the economy. The production 
share in the domestic product nearly equaled that 
of traffic (25% and 26%), while the share of agricul-
ture equaled that of trade (14.5% and 15.5%), while 
construction kept the same position as in 1989 (7%). 
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Grаph 3: Change in the number of inhabitants per municipality in 2011 compared to 2003, shown in per-
centages (%) 

 

 
Source: Statistical Office of Montenegro, Census 2011 (www.monstat.org).      

These data point to an important problem of the 
Montenegrin economy – a mismatch of human and 
economic resources. The trend of the population 
outflow from the area that is abundant in natural 
and economic resources  precipitates the processes 
of deagrarization, devastation and depopulation of 
arable areas. In short, this is a manifestation of the 
previously mentioned changes in the structure of 
the economy, or, more presicely, of the marginali-
zation of agriculture as an industry. When it comes 
to the share of agriculture in the total population, in 
1952 it amounted to 71%, and in 1991 to only 7.5%. 
As the age structure of the population is an indica-
tor of the quality of the human factor, we will high-
light the tendency of aging of the population, with 
obvious regional differences. There is a decrease in 
the share of young population, increasing the share 
of the middle-aged population and especially older 
population over 60, or 65 years of age. Associated 
with the migration trends, the average age of the 
population is the highest in the north of Montene-
gro. In addition, there are evident differences be-
tween the urban population and the population of 
other settlements. The urban population is slightly 
younger, which is largely a result of migration, 
while in other settlements, mostly rural in type, the 
age of the population is higher. Earlier, in the terri-
tory of Yugoslavia, Montenegro was near the top in 
terms of the educational level of the population, 
which can be taken as an indicator of the quality of 
human resources. However, this was in contrast to 
the economic practice, with the parameters of effi-
ciency, profitability and productivity below the 
federal average. When looking for an answer to this 
question, we find that one of the primary causes 
was valuing educational over experience. Often 
was an educational level more a formal confirma-

tion of completion of education than of knowledge 
and skills./12/ Economic structure and level of ac-
tivity of human resources is also a factor of quality 
and development. The activity rate in the third 
quarter of 2015 was 55%. This level of activity 
speaks of underutilization of human resources, 
since almost 50% of the population was outside the 
labour market activities. Furthermore, if we add an 
even lower activity rate of the female population, 
then one gets a complete picture of this characteris-
tic in Montenegro. 

3.  The complexity of the labour market 
A labour market analysis points to certain structur-
al weaknesses and threats to a dynamic economic 
development. They primarily include the problem 
of high long-term unemployment, high youth par-
ticipation in the structure of the registered unem-
ployed, a continuous increase in the number of 
unemployed university graduates and a pro-
nounced structural disproportion between supply 
and demand in the labour market, both in terms of 
quantity and quality. The causes of the mentioned 
discrepancy are: 

o the mismatch between the educational structure 
of employees and the needs of the employer, 

o the mismatch between supply and demand not 
only in terms of occupational structure and  but 
also and even more in the number of employees 

o the mismatch in terms of the quality of profes-
sional qualifications of persons completing full-
time education and the current technological re-
quirements and working conditions in manufac-
turing and services. 

In addition to all the-above mentioned, we should 
be concerned about the fact that only about half, 
i.e., 53.5% of employees in Montenegro work in 
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their profession. By analogy, labour productivity 
measured by GDP per number of employees in 
2009 amounted to only 22% of the average produc-
tivity of the 27 countries of the European Union. 
/13/ A finding from the same survey speaks a lot 
about the preferences of human resources, as the 
maker of labour supply. According to the survey, 
almost 2/3 of the working age population (64%) 
would rather work in the public sector for a month-
ly income of 450 euros, than in the private sector for 
750 euros. It speaks volumes about the entrepre-
neurial ambitions of workers in the Montenegrin 
market, but is also an indicator of the (insufficient) 
level of self-employment and of an aversion to-
wards the risk of starting their own business. 

The remainder of the paper discusses some of the 
basic indicators, characteristics and determinants of 
the labour market in Montenegro./14/ 

 The number of employees– 221,7 thousand; 
 The number of unemployed persons– 47,25 

thousand; 
 Inactive population – 231,6 thousand; 
 Low activity rate – 53,7%; 
 Low employment rate – 44,3%; 
 High unemployment rate – 17,6%; 
 High long-term unemployment rate– 57% 

of the unemployed have been looking for 
work for over a year; 

 High youth unemployment rate (od 15-24 
g.) – 37,6%.  

 Disparities in regional unemployment – the 
unemployment rate is 7.8% in the coastal 
region 12.4% in the central region  
(Podgorica 11.4%) and as much as 37.3% in 
the northern region. 

 Excessive employment of foreigners – as 
many as 23.255 people in 2014. /15/ 

By analyzing the parameters of the labour market 
in terms of educational level (Table 3), it is evident 
that the category of persons with secondary educa-
tion is dominating the share of the active popula-
tion with 41.5%, followed by university graduates 
in the percentage of 23, 7%. An observation of the 
activity rate and the employment rate reveals that 
they are in direct proportion to the level of educa-
tion – i.e., the higher the level of education, the 
greater the activity in the labour market and the 
greater the likelihood of finding employment. 
When it comes to the unemployment rate, it shows 
a decreasing trend with the increase of the level of 
education, and in people with post-secondary edu-
cation and university degree it is below the total 
unemployment average, but in the latter category it 
is still in double digits – with the alarming 11.4%. 
The data point to yet another characteristic of the 
education system – the level of general secondary 
education in which the activity and employment 
rates are below the average, and the unemployment 
rate above average. This suggests that this is a 
harder employable category of workers, that is, an 
inadequate education output that does not promote 
highly specialized knowledge and makes the la-
bour supply less attractive. 

 
Table 3: The parameters of the labour market according to educational  level 1 

 

                                                           
 

1 The first column features the data on the degree of education of the active population, while the other three categories rep-
resent aggregate indicators for people aged 15 and over. 
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Grаph 3: Change in the number of inhabitants per municipality in 2011 compared to 2003, shown in per-
centages (%) 

 

 
Source: Statistical Office of Montenegro, Census 2011 (www.monstat.org).      
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and skills./12/ Economic structure and level of ac-
tivity of human resources is also a factor of quality 
and development. The activity rate in the third 
quarter of 2015 was 55%. This level of activity 
speaks of underutilization of human resources, 
since almost 50% of the population was outside the 
labour market activities. Furthermore, if we add an 
even lower activity rate of the female population, 
then one gets a complete picture of this characteris-
tic in Montenegro. 

3.  The complexity of the labour market 
A labour market analysis points to certain structur-
al weaknesses and threats to a dynamic economic 
development. They primarily include the problem 
of high long-term unemployment, high youth par-
ticipation in the structure of the registered unem-
ployed, a continuous increase in the number of 
unemployed university graduates and a pro-
nounced structural disproportion between supply 
and demand in the labour market, both in terms of 
quantity and quality. The causes of the mentioned 
discrepancy are: 

o the mismatch between the educational structure 
of employees and the needs of the employer, 

o the mismatch between supply and demand not 
only in terms of occupational structure and  but 
also and even more in the number of employees 

o the mismatch in terms of the quality of profes-
sional qualifications of persons completing full-
time education and the current technological re-
quirements and working conditions in manufac-
turing and services. 

In addition to all the-above mentioned, we should 
be concerned about the fact that only about half, 
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                             Source: Monstat (2015, p. 8). 

Looking at the employment by occupation, it can be 
observed that the agricultural sector accounts for 
the smallest share in the total employment (only 
8.3%), followed by the category of non-agricultural 
activities – production with 17.9% of employees, 
mostly in processing industry (7.1%), and construc-
tion (6.8%). The largest number of workers are em-
ployed in the service sector (its share in the total 
employment 73.8%), predominantly in the whole-
sale and retail, accounting for 21.3% and public 
administration 9.2%. These data are complemen-
tary to the change in the structure of GDP in favour 
of the service sector and at the expense of produc-
tion and agriculture. 

The mismatch between supply and demand on the 
labour market is reflected by the data of the Em-
ployment Agency for 2014 relating to the registered 
job vacancies and job seekers. As illustrated in 
Graph 4, the demand for labour in 2014 exceeded 
the supply of labour only in the category of persons 
with primary education, that is level I of education, 
which experienced a labour shortage in the abso-
lute amount of -11,527 persons. As the level of edu-
cation increases, the labour supply exceeds the 
demand and surpluses occur in the categories of 
professional education with the largest number of 
registered persons – III (surplus of +9,358), IV (sur-
plus of +16,645) and VII (surplus of +12,445). 

 
Grаph 4: Supply and demand by sec. education (in thous.)    Graph 5: Vacancies by secondary education (in 
thous.) 
 

 
  Source: Emloyment Agency (2015, pp. 12, 86). 

If the trend is observed of the change in the number 
of vacancies registered with the Employment 
Agency according to the education level, there is an 
apparent preference of the market for level I of 
education. From 2005-2008 there was a growth in 
the number of vacancies in all categories, but the 
effects of the crisis produced negative trends. How-
ever, in 2013, only the demand for level I education 

showed a tendency of rapid growth. This tendency, 
too, completely corresponded with the structure of 
GDP, or the  output of the Montenegrin economy, 
which is significantly different compared to the 
pre-transition period, which implies a change in the 
nature and scope of the demand for labour by 
companies. A mismatch between supply and de-
mand is best illustrated by the fact that in 2014, the 
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supply was 24.6% higher than the demand. Most 
vacancies were recorded in the sectors of trade, 
administrative and auxiliary services, and tourism 
and hospitality industry; it is mostly vocational 
secondary education that was needed. /16/ One of 
the consequences of structural unemployment and 
the mismatch of the education system and the la-
bour market is seasonal workforce which consists 
of imported unemployment. The 2014 Employment 
Agency analysis of the supply and demand on the 
labour market states the following: “The large size 
of the employment of foreigners in Montenegro is 
the specificity and an exception to the scope of em-
ployment of foreigners in other countries ...There 
are several causes of this phenomenon, first of all, 
the fact that in Montenegro there is a pronounced 
deficit in the supply of some jobs in the construc-
tion and hospitality industries in a period of the 
most intensive activity in these sectors, and the fact 
that there is pronounced unemployment in the 
neighbouring countries (totalling about 1 million 
people in Serbia, Bosnia and Herzegovina, Mace-
donia, Kosovo and Albania), which offers the pos-
sibility of meeting the needs of employers in terms 
of volume, structure and dynamics and, as a rule, 
with cheaper labour. ”/17/ Foreign employment is 
five times higher than the employment of local 
labour force in the field of construction, in hospital-
ity and tourism it is higher by 50.3% and in trade 
by 34.2%. This suggests that the excess of demand 
over supply of labour, especially in the category of 
level I education, is generated from foreign sources, 
which would not be so alarming if it were not for 
the fact that Montenegro already has a high (dou-
ble-digit) unemployment rate. However, it should 
be noted that it is necessary to perform a detailed 
analysis of the situation in this respect, because 
there is an assumption that this mismatch between 
domestic supply and domestic demand is not only 
due to the structural characteristics of labour, but 
also a certain degree of frictional, and even volun-
tary unemployment. 

4. An Analysis of the education system – the 
results of reforms 
 

During the transition process, the education system 
in Montenegro underwent numerous reforms in all 
segments. Today, there are 424 active schools at the 
primary education level and 50 schools at the sec-
ondary level (12 of which are general education 
high-schools/grammar schools), while in the field 
of higher education, there is a state-funded univer-

sity (the University of Montenegro) 2 and two pri-
vate universities (The Mediteran (Mediterranean) 
University3  and the University Donja Gorica4) as 
well as  seven independent higher education insti-
tutions. The total number of students in primary 
schools at the end of the school year 2013/14 was 
68,171, while 30,180 students attended secondary 
schools. In the 2014/15 academic year, 24,000 stu-
dents attended higher education institutions. In the 
same year, the rate of primary school enrollment 
stood at 98.55, the rate of secondary school enroll-
ment  at 86.49, and  that of university enrollment  at 
35.41. /18/ One of the most important segments of 
education in Montenegro is general secondary edu-
cation. It relies on the reformed nine-year primary 
education and together with secondary vocational 
education establishes the basis for the continuation 
of education at universities. The reform of general 
secondary education began in 2002 when the legal 
framework was adopted and in the school year 
2006/07, education under the new education pro-
gram started. The reform enabled  students to  part-
ly create the curriculum adjusting it to their per-
sonal affinities. Thus, in the first grade of the gen-
eral secondary education (grammar school), obliga-
tory subjects make up 90% of the curriculum, while 
compulsory elective subjects and compulsory elec-
tives account for the remaining 10%. However, by 
the fourth grade compulsory elective subjects ac-
count for  more than a quarter of the curricu-
lum./19/ The development of this, undisputedly the 
highest quality segment of secondary education, 
should imply a certain degree of specialization of 
students. The labour market data show that em-
ployers’ preferences are more focused on hiring 
experts/specialised personnel. In this regard, it 
would be necessary to create conditions for 
strengthening specialized programs within general 
secondary schools (mathematics, socio-linguistics, 
sports), which is ultimately a useful preparation for 
higher education. The need of the economy, that is 
the labour market, is to create a system of 
knowledge of high use value through the strength-
ening of creativity and logical reasoning in pupils/ 
students, from primary, through secondary to ter-

                                                           
 

2 There are 19 active faculties and two institutes at the University 
of Montenegro and about 20,000 students. 
3 There are 6 active faculties at the Mediteran (Mediterranean) 
University- 
4 There are 9 active faculties and the Centre for Foreign Lan-
guages at the University Donja  Gorica. 
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                             Source: Monstat (2015, p. 8). 
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tiary education. This is achievable through the af-
firmation of practical classes in which students are 
direct participants/partners in the learning process 
and through the implementation of entrepreneurial 
learning. The ultimate goal is to create individuals 
characterized by self-awareness, independence, 
entrepreneurial thinking and proactivity. The re-
forms of the higher education system in Montene-
gro started in 2003 by the acceptance of the Bologna 
Declaration. A system was adopted based on a 
three-cycle study structure: first cycle (undergrad-
uate), second cycle (graduate), and third cycle 
(post-graduate-master/doctoral). The ECTS (Euro-
pean Credit Transfer System) system of transferring 
credits was introduced, the new mobility programs 
for teachers and students affirmed and so on. The 
adoption of the new Law on Education (2003) 
opened the door to  the implementation of new 
reforms. In the years that ensued, new (private) 
universities were opened. A new stage of develop-
ment of the higher education system is character-
ized by: 

o Uneven quality of education at both the level 
of institutions and the level of study programs; 

o The concept of lifelong learning is still not 
sufficiently promoted and developed; 

o The higher education system is not competi-
tive and attractive on the international scene; 

o International cooperation and academic mobil-
ity is not at a satisfactory level (lack of instruc-
tion in English, insufficient infrastructure, 
etc.); 

o Scientific research is not sufficiently represent-
ed in the higher education process and 

o A rapid growth in the number of higher edu-
cation institutions and the number of universi-
ty students, with no correlation between that 
growth and the labour market needs. /20/ 

The last item in this analysis of the educational 
system concerning the rapid growth in the number 
of students is best illustrated by Table 4. With the 
start of the “experimental” application of the Bolo-
gna Declaration in the academic year 2003/04, the 
number of undergraduate students stood at 9,759. 
The next academic year in Montenegro saw 24,184 
undergraduates. The expansion is obvious with the 
programs of specialist and master's studies, too. 

 

Table 4: Number of students by study cycle in Montenegro 

Academic  
year 

Undergraduate 
studies 

Specialist 
studies 

Master's 
studies 

2000/01 8 271 n.a. n.a. 

2001/02 7 878 n.a. n.a. 

2002/03 8 333 n.a. n.a. 

2003/04 9 759 n.a. n.a. 

2004/05 11 011 n.a. n.a. 

2005/06 12 903 n.a. n.a. 

2006/07 16 173 n.a. n.a. 

2007/08 18 009 420 966 

2008/09 20 490 1 225 1 023 

2009/10 21 199 1 656 931 

2010/11 22 163 1 880 1 061 

2011/12 22 227 2 215 780 

2012/13 22 279 2 169 463 

2013/14 23 442 2 014 552 

2014/15 24 184 1 903 443 

                                                      Source: Monstat, 2015 (www.monstat.org) 

However, despite the apparent dominance of quan-
tity over quality education in Montenegro, there is 
an insufficient percentage of highly educated popu-

lation compared to developed countries. According 
to the 2011 census, out of the total population aged 
15 and over, 17.4% holds a higher education degree 
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obtained either in the old and or the new higher 
education system. The aim is that by 2020 the share 
of population aged 30-34 with a university degree 
increases to at least 40%, and that the dropout rate, 
which in 2011 stood at 60% decreases to 10%./21/ 
Along with the formal levels of education, a con-
tinuous development of vocational education is 
neeed, which is a function of lifelong learning. The 
current deficits and surpluses in supply and de-
mand of labour, particularly pronounced in some 
occupations, necessitate the implementation of a 
series of programs in order to harmonize these 
relations. In this context, we should emphasize the 
importance of education and training programs: 
additional training, retraining, or specialization 
within the areas of metal processing, crafts, agricul-
ture, information technology, foreign languages, 
hospitality and others./22/  

5. Competitiveness in the international context 
Montenegro's position on the world rankings, in 
terms of quality of education and labour market 
efficiency, can be reflected upon by analyzing the 
Global Competitiveness Index published annually 
by the World Economic Forum. Graph 6  presents a 
comparison of the countries in the region in relation 
to the two aforementioned areas. When it comes to 
the category of higher education and training of 
employees, in the 2015 report Montenegro received 
a score of 4.58, and thus was ranked 54th among 
140 countries. Slovenia received the best ranking 
among the observed countries, being ranked 22nd, 
while Serbia and Bosnia and Herzegovina received 
worse rankings than Montenegro. 

 

Graph 6: Comparison of the  Global Competitiveness Index, higher education and the labour market in the 
selected countries (2015)5 

 
                            Source: World Economic Forum, 2015. 
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tiary education. This is achievable through the af-
firmation of practical classes in which students are 
direct participants/partners in the learning process 
and through the implementation of entrepreneurial 
learning. The ultimate goal is to create individuals 
characterized by self-awareness, independence, 
entrepreneurial thinking and proactivity. The re-
forms of the higher education system in Montene-
gro started in 2003 by the acceptance of the Bologna 
Declaration. A system was adopted based on a 
three-cycle study structure: first cycle (undergrad-
uate), second cycle (graduate), and third cycle 
(post-graduate-master/doctoral). The ECTS (Euro-
pean Credit Transfer System) system of transferring 
credits was introduced, the new mobility programs 
for teachers and students affirmed and so on. The 
adoption of the new Law on Education (2003) 
opened the door to  the implementation of new 
reforms. In the years that ensued, new (private) 
universities were opened. A new stage of develop-
ment of the higher education system is character-
ized by: 

o Uneven quality of education at both the level 
of institutions and the level of study programs; 

o The concept of lifelong learning is still not 
sufficiently promoted and developed; 

o The higher education system is not competi-
tive and attractive on the international scene; 

o International cooperation and academic mobil-
ity is not at a satisfactory level (lack of instruc-
tion in English, insufficient infrastructure, 
etc.); 

o Scientific research is not sufficiently represent-
ed in the higher education process and 

o A rapid growth in the number of higher edu-
cation institutions and the number of universi-
ty students, with no correlation between that 
growth and the labour market needs. /20/ 

The last item in this analysis of the educational 
system concerning the rapid growth in the number 
of students is best illustrated by Table 4. With the 
start of the “experimental” application of the Bolo-
gna Declaration in the academic year 2003/04, the 
number of undergraduate students stood at 9,759. 
The next academic year in Montenegro saw 24,184 
undergraduates. The expansion is obvious with the 
programs of specialist and master's studies, too. 

 

Table 4: Number of students by study cycle in Montenegro 

Academic  
year 

Undergraduate 
studies 

Specialist 
studies 

Master's 
studies 

2000/01 8 271 n.a. n.a. 

2001/02 7 878 n.a. n.a. 

2002/03 8 333 n.a. n.a. 

2003/04 9 759 n.a. n.a. 

2004/05 11 011 n.a. n.a. 

2005/06 12 903 n.a. n.a. 

2006/07 16 173 n.a. n.a. 

2007/08 18 009 420 966 

2008/09 20 490 1 225 1 023 

2009/10 21 199 1 656 931 

2010/11 22 163 1 880 1 061 

2011/12 22 227 2 215 780 

2012/13 22 279 2 169 463 

2013/14 23 442 2 014 552 

2014/15 24 184 1 903 443 

                                                      Source: Monstat, 2015 (www.monstat.org) 

However, despite the apparent dominance of quan-
tity over quality education in Montenegro, there is 
an insufficient percentage of highly educated popu-

lation compared to developed countries. According 
to the 2011 census, out of the total population aged 
15 and over, 17.4% holds a higher education degree 
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When it comes to the efficiency of the labour mar-
ket, the research shows that compared to the region 
Montenegro received a score of 4.18, that is, it is  
ranked 74th on the general ranking list. Macedonia 
and Slovenia also recorded better results than the 
rest of the region, the  worst rankings being re-
ceived by Bosnia and Herzegovina. When a more 
detailed analysis is performed of both indicators, it 
is interesting to look at the weaknesses of the Mon-
tenegrin economy from the standpoint of individu-
al sub-categories. When it comes to the efficiency of 
the labour market, Montenegro achieved the best 
result  in terms of the amount of redundancy costs 
(ranked 42nd). The practice of hiring and firing (as 
to whether the regulation allows a more flexible 
establishment/termination of employment) ob-
tained a relatively low rating of 3.8 which puts the 
country in the worse-ranked half of the ranked 
economies. As is mentioned above, the national 
competitiveness is not significantly contributed by 

productivity, but what is particularly worrying is 
the assessment relating to the country's capacity to 
retain/attract talents. In terms of productivity, Mon-
tenegro is ranked 92nd,  and in terms od capacity to 
retain/attract talents 103rd. In a sense, this can be 
an indicator of “braindrain” which endangers the 
basic substance of development. An interesting 
result is recorded in terms of the level of profes-
sionalism of management – the score of 3.6 (where 
1 means – higher managerial positions are often 
filled with family members or friends, and 7 means 
– higher managerial levels mainly consist of profes-
sional managers selected on the basis of qualifica-
tions). The last indicator of the efficiency of the 
labour market is cooperation between employees  and 
the employer, where the poorest single result was 
achived, the country receiving the rank of 113. This 
leads to the conclusion that the relationship be-
tween social partners is more one of confrontation 
than cooperation. 

 

Graph 7: Montenegro's position in the ranking of global competitiveness, 7. pillar- Efficiency  of the Labour 
Market (2015) 

 
                                  Source: World Economic Forum, 2015. 
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Graph 8: Montenegro's position in the ranking of global competitiveness, 5. pillar – Higher education and 
Training (2015) 

 
                    Source: World Economic Forum, 2015. 
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When it comes to the efficiency of the labour mar-
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country in the worse-ranked half of the ranked 
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leads to the conclusion that the relationship be-
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eral secondary education, and especially in the 
field of higher education; 

 Improving the external quality control in edu-
cational institutions (promotion of quality ra-
ther than quantity); 

 Creating programs at all levels of education in 
accordance with the needs of the labour mar-
ket in the medium and long term; 

 Periodically synchronizing enrollment policies 
in higher education institutions with the needs 
of the economy and the labour market; 

 Improving cooperation and communication 
between educational institutions, public em-
ployment services and the Union of Employ-
ers; 

 Establishing or strengthening advisory bodies 
in educational institutions – in secondary 
schools/colleges/universities – which involve 
representatives of employers, academia and 
relevant state institutions; 

 Strengthening the function of career and pro-
fessional development, i.e., opening and im-
proving career development centres in educa-
tional institutions; 

 Developing programs for lifelong learning at 
higher education institutions dedicated to the 
needs of employers for specific training of em-
ployees; examining the possibility of mutually 
beneficial cooperation: training of employees = 
practice of students in the company; 

 Developing student mobility within a single 
university with the aim of affirmation of mul-
tidisciplinarity, subspecialisation and concreti-
zation of knowledge (e.g. a student of econom-
ics intending to specialise in macro analytics or 
business analytics, i.e., a field of econometrics, 
could attend lessons and take exams in the 
set/module of specific subjects in the field of 
applied mathematics and computer science at 
the Faculty of Mathematics and Natural Sci-
ences); 

 Working on the development of the function 
of human resource management in companies. 
Investing in employees is an investment, not 
an expense; the goal is to create a long-term 
oriented function of human resource man-
agement (through a concern about motivation, 
education and training, career development of 
employees, etc.). 
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eral secondary education, and especially in the 
field of higher education; 

 Improving the external quality control in edu-
cational institutions (promotion of quality ra-
ther than quantity); 

 Creating programs at all levels of education in 
accordance with the needs of the labour mar-
ket in the medium and long term; 

 Periodically synchronizing enrollment policies 
in higher education institutions with the needs 
of the economy and the labour market; 

 Improving cooperation and communication 
between educational institutions, public em-
ployment services and the Union of Employ-
ers; 

 Establishing or strengthening advisory bodies 
in educational institutions – in secondary 
schools/colleges/universities – which involve 
representatives of employers, academia and 
relevant state institutions; 

 Strengthening the function of career and pro-
fessional development, i.e., opening and im-
proving career development centres in educa-
tional institutions; 

 Developing programs for lifelong learning at 
higher education institutions dedicated to the 
needs of employers for specific training of em-
ployees; examining the possibility of mutually 
beneficial cooperation: training of employees = 
practice of students in the company; 

 Developing student mobility within a single 
university with the aim of affirmation of mul-
tidisciplinarity, subspecialisation and concreti-
zation of knowledge (e.g. a student of econom-
ics intending to specialise in macro analytics or 
business analytics, i.e., a field of econometrics, 
could attend lessons and take exams in the 
set/module of specific subjects in the field of 
applied mathematics and computer science at 
the Faculty of Mathematics and Natural Sci-
ences); 

 Working on the development of the function 
of human resource management in companies. 
Investing in employees is an investment, not 
an expense; the goal is to create a long-term 
oriented function of human resource man-
agement (through a concern about motivation, 
education and training, career development of 
employees, etc.). 
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