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Abstract

Employability and labour force competitiveness are important parts of an economy’s overall competitive-
ness. The key role of knowledge as a structural part of the competence in stimulating economic growth 
has been widely recognised by economists and other scientists. In modern societies, the acceptance and 
development of knowledge, skills and ideas have a crucial role in the creation of wealth. The key determi-
nant of a knowledge-based economy is human capital, or more precisely its knowledge, competence and 
ability. In many modern employment strategies there has been great emphasis on worker employability. 
The general idea of employability is not new, although only in recent times efforts have been made to de-
fine it clearly as policy has shifted emphatically towards supply side issues. Employability can be defined 
as the extent to which employees have skills, which the market and employers regard as attractive and is 
of increasing importance for the economic sector. The aim of this research is to provide an overview of the 
relationship between education, employability and labour force competitiveness in Croatia. 
Key words: competitiveness, Croatia, educational system, employability, knowledge-based society, la-
bour force. 

Introduction

The economic theory in general, and particularly labour economics, has long emphasized 
the importance of research and development, employee expertise and knowledge, and social 
capital as vital and essential prerequisites for competitiveness and economic growth (Aghion 
and Howitt, 1998). The key role of competence and knowledge in stimulating economic growth 
has been widely recognised by economists and other scientists. OECD (2001) underlines how 
changing economic and social conditions have given knowledge and skills – human capital – 
an increasing central role in the economic success of nations and individuals. However, their 
respective meanings vary in the world’s developed countries (technology leaders) and less 
developed countries. Barro and Sala-i-Martín (1995) have shown that the level of education 
(measured by years of schooling), as well as public sector allocations for education, exhibit a 
high correlation to growth in real per capita income. Benhabib and Spiegel (1994) have estab-
lished that the degree of education influences economic growth primarily through technological 
innovations, as well as through the speed of the assumption and spread of new technologies. To 
be sure, numerous studies (Haddad et al, 1999, Landes, 1999, Acemoglu and Robinson, 2012) 
have shown that the impact of education and research on development is scant at low develop-
mental levels. Then, a certain level of development is achieved; the average number of years 
of education completed by the employed and the investments in research and development are 
positively linked to economic development (Meier and Rauch, 2000). 

Guisan, Aguayo and Exposito (2001) confirmed that educational attainment is positively 
correlated with industrial development and underlined that the impact of education is also seen 
in other auxiliary phenomena like the preservation and maintaining of liberty, peace, coopera-
tion, trust and other institutional benefits that contribute to socio-economic development of the 
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country. Educational institutions and the education level of a population not only influence the 
creation of human capital, but also the invigoration of socially beneficial capital as well as the 
minimization of dysfunctional forms of social capital. Education doubtlessly carries ancillary 
non-market effects (for example, easier access to information, greater care for personal health, 
more active participation in social life which encourages responsible democratic civic behav-
iour, election of democratic authorities and actualization of the rule of law). Education should 
enhance employability and labour force competitiveness. This should make it easier to find 
a job, lessen long-term unemployment, contribute to the lowering of expenditures for social 
welfare purposes and redirect them to the incentive of economic growth and development. 
Improved employability and labour force competitiveness should contribute to empowering 
poor people, thereby demonstrating how they can significantly influence their destiny through 
qualifications, training and education and improve their unfavourable conditions. 

At the first glance it seems that it is senseless to discuss employability and competitive-
ness at the national level because of the complexity of various impacts and determinants. Ac-
cording to the new theories (or models) of endogenous growth, it looks like there are reasons for 
analysing the mentioned factors. Unlike the traditional neoclassical theory of economic devel-
opment and growth, this theory claims that the improvement of human capital produces positive 
effects, so called externalities. It is the case of knowledge and skills that are spread through the 
whole economy and society (Straubhaar, 2000). In that way, countries with higher level of hu-
man capital and better labour force competitiveness also develop faster and have higher rates 
of economic growth. As a whole, numerous studies (World Economic Forum, 1997; Porter, 
1990) confirm that economic competitiveness and GDP growth are influenced positively by an 
increase in the share of persons over 25 years of age who have completed secondary, college 
and higher education and the index of the rule of law (quality of governmental administration, 
political corruption, probability that the government will not respect contractual agreements, 
risk of government expropriation and general respect for the rule of law). Better education of 
the general populace and the labour force and lower public spending improve a country’s attrac-
tiveness to foreign investors (Sachs, Zinnes and Eilat, 1999), which facilitates the acceptance 
and development of modern technological and organizational solutions, paves the way for the 
rule of law and limits the extent of the informal (unofficial) economy (Semjen and Toth, 2002), 
increases demands for education and in turn spurs the competitiveness of the economy. 

Education has been recognised as a cornerstone of economic and social development. 
More recently, however, it has become even more important to the development process as 
accelerated technological change and new organizations of production transform the world 
economy. A serious problem in Croatian society is high unemployment. ��������������������One of the main rea-
sons for the high unemployment incidence in Croatia is low educational attainment and/or 
widespread skill mismatches, because many unemployed are without adequate education or 
with obsolete knowledge and competences. The goal of researchers in the paper is to examine 
current situation and to provide an insight into the role of education in improving employability 
and the linked concept of individual competitiveness in the Croatian context. The analysis has 
been done with the purpose to propose measures for improvement because of the detailed data 
on the major areas of educational policy and practices are available to produce a new analysis 
of these challenges and to recommend coherent, practical policies for the future. This study is 
necessary because till now in Croatian context there were almost no similar analysis. 

Link between Employability and Competitiveness

Employment plays a fundamental role in every society. People are often defined, and 
define themselves, through what they do for a living. Sociological and economic studies em-
phasise that not only is employment a primary source of status in every country, but it is also 
significant in providing purpose, income, social support, structure to life and a means of partici-
pating in society (Jahoda, 1982). Employment can be considered the glue that holds together 
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the whole community. Market incentives for increased investment in education, training and 
attaining skills can have a role in reducing increased inequalities in employment possibilities 
and salaries, which are linked with the perils of exposure to poverty. If people had been em-
ployed previously, this resulted in a lower probability of unemployment. Therefore, all coun-
tries try to achieve that people work and earn a living. In order to obtain a job and to keep it, 
competitiveness and individual employability are crucial factors. Simultaneously, labour force 
competitiveness and employability are preconditions for the realisation of the total economic 
and social development. 

In traditional industries, most jobs require employees to learn how to perform routine 
functions, which, for the most part, remain constant over time. A key component in a knowledge-
based economy is human capital, or, more accurately, its competencies. In the knowledge-based 
economy, rapid changes force workers to constantly acquire new skills and to update their skills 
throughout their lifetimes. The capacity of producing, dispersing and using the knowledge and 
information becomes even more important and often is considered as the most important factor 
that determines the economic growth and quality of life. 

In Dearing Report (1997) the term employability skills is commonly used to cover a 
group of key basic and transferable skills. The main areas that are highlighted as being benefi-
cial to employers and, therefore, to current and future workers include: problem solving skills, 
communication skills, analytical skills, data analysis, critical appraisal, time management, and 
team working. According to the ILO (2002) employability is defined more broadly. It is a key 
outcome of high quality education, as well as a range of other policies. It encompasses the 
skills, knowledge and competencies that enhance a worker’s ability to secure and retain a job, 
progress at work and cope with change, secure another job if she/he so wishes or has been laid 
off, and enter more easily into the labour market at different periods of the life cycle. Individu-
als are most employable when they have broad-based education and training, basic and portable 
high-level skills, including teamwork, problem solving, information and communications tech-
nology (ICT) and communication and language skills, learning to learn skills, and competen-
cies to protect themselves and their colleagues against occupational hazards and diseases. This 
combination of skills enables them to adapt to changes in the world of work. Employability also 
covers multiple skills that are essential to secure and retain decent work. Employability of the 
labour force is particularly important during a crisis, due to circumstances of limited employ-
ment possibilities. 

The importance of employability and labour force competitiveness has become crucial 
in the last 25 years due to enlarged economic globalisation. Employers are faced with vast re-
quirements as a result of increased market competitions, so they demand from their employees 
a rapid and successful adaptation to the changes in the production, services and business pro-
cedures. That is the reason why employers more and more employ in non-standard forms like 
work on fixed contract, part-time work and others. Therefore, the labour market polarizes indi-
viduals employed for an indefinite period and persons who work on fixed-term, shorter working 
hours and/or on seasonal jobs. Investments in improvement of employability have mostly been 
directed to the first group of employees because the improvement of applied knowledge, skills 
and competitiveness of a particular worker is not beneficially only from the viewpoint of the 
company in which he or she currently works, but also his or her value grows in the external 
labour market.

Most of the modern literature (OECD, 2005, OECD, 2009) is concerned with employ-
ability and competitiveness approaches regarding transferable knowledge, skills and compe-
tences. Yet the effects of employability are not confined to individuals. Employers are therefore 
faced with conflicting risks. When they enhance their workers’ employability, they are incur-
ring costs in expectation but not certainty of boosting their own firms’ potential productivity 
and profits (Atkinson, 1984). But investments in workers’ transferable skills imply that other 
“poaching” firms will reap part of the benefits (Acemoglu and Pischke, 1999). 

On the other side, a low level of employability is strongly correlated to long-term unem-
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ployment, poverty and social exclusion. The problems faced by many of the long term jobless 
are often multi-dimensional and frequently include low levels of education, lack of working 
experience and motivation. Individuals who are unemployed for long durations forget their 
knowledge, ability and skills or they become obsolete. Such persons often lose self-esteem and 
believe that they can’t find a job. The mentioned factors result in such people being uncompeti-
tive in the labour market. Employer recruitment practices tend to discriminate against long term 
unemployed people because long term unemployment is often used by employers as an indica-
tor of lack of motivation and other undesirable personal traits. 

Links between Education, Employability and Competitiveness: Are There Limits?  

Numerous empirical studies (Griffith, 2000; Riddell, 2004; OECD, 2009) have been 
dedicated to the consideration of the return on investment in education and in research and 
development at the level of individual companies or individual economic sectors. The rates of 
return clearly show that education is important to overall economic growth, which provides one 
of the most crucial explanations for State support and financing of this activity. Decisions by 
individuals to undertake education and by companies to finance the education of their employ-
ees are based on actual or expected private returns on investment. According to OECD (2009) 
tertiary type, A educational attainment significantly benefits individuals in terms of earnings 
and employment. 

A number of authors, like Griliches (1984), Griffith (2000) and Hall (2002), believe that 
this return is considerably lower than the total social return, therefore (without State action) 
leading to insufficient investment in education. In the interest of securing an optimal return 
on investment in education, research in developmental policies must discern between private 
return on investment from investment with social benefits. Thus, attempts must be made to 
compare the private and social returns on investment in education. It is relatively difficult to 
isolate only the significance of education in growth in production, competitiveness and eco-
nomic growth, although normally this is done by assessing the elasticity of production with 
regard to available capital goods. Despite many difficulties involved in making measurements, 
there is a considerable number of well-grounded studies (particularly OECD, 2006; OECD, 
2009) which unambiguously show that social rates of return on investment in education are 
considerably higher than private rates. Hall (1996) estimates that private rates of return from 
these investments are most often 10-15% (although it can grow to as much as 30% in individual 
activities and firms), while the social rates are greater by a factor of at least one fourth to one 
third. Trostel, Walker and Woolley (2002), according to estimates of the economic return to 
schooling for 28 countries, suggest that a worldwide average rate of return to schooling is of 
just under 5% for men, and a little under 6% for women. Also, there is a great deal of variation 
in the return to education across countries. The bulk of evidence shows that there are usually 
significant private returns to those who participate in higher education (the average private rate 
of return from higher education is close to 9% across ten OECD countries - Commission of the 
European Communities Brussels, 2006), and that these are not entirely offset by progressive tax 
systems. This can have a reverse redistribution effect. This regressive effect is particularly acute 
where school systems exacerbate the effects of socio-economic background on educational at-
tainment. 

One of the most important reasons why the social returns on investment in education, 
research, and development are considerably higher than private returns is due to knowledge 
spill-over from one firm to another. When something is discovered or invented, other producers 
or service providers can easily utilize it. The general belief is that knowledge and innovations 
are a type of public good whose consumption is not limited solely to one consumer, and it is 
almost impossible or very difficult to exclude an individual and/or firm from consumption of 
such a good (Cullis and Jones, 1998). In fostering labour force competitiveness, the State’s 
role cannot simply be limited to financing education, rather it has to make information on the 
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possibilities, benefits and need for education and on scientific achievements accessible, so that 
(at least partially) it can rectify the asymmetry of information1, the peril of moral hazards2 and 
adverse selection3, all of which can have a negative impact on labour force competitiveness and 
the economy as a whole. Barro and Lee (2001) concluded that school outcomes, i.e. comparable 
test scores, repetition rates and dropout rates are highly influenced by some other factors, par-
ticularly family characteristics like the income and education of parents, but also school factors 
like size of the class, average teachers’ salary and the length of the school term.

Most researchers agree that human capital4 is an essential component of competitive-
ness and economic development (return on investment in education is greater than that of any 
other investment - Benhabib and Spiegel, 1994; Barro, 1998.), but this is no guarantee of de-
velopment because countries with the finest human capital do not necessarily achieve the best 
developmental results. The links between education5, competitiveness and economic develop-
ment are not entirely clear, and what exactly constitutes a well- and successfully-educated la-
bour force is even less so. Under conditions of rapid technological development and commerce 
based increasingly more on conceptual rather than on material production, academic diplomas 
and degrees are no longer a guarantee of economic success to either individuals or society as 
a whole. 

It is particularly true in transition countries that the existing educational level of the 
employed and the population as a whole is no guarantee of competitive ability and economic 
growth. There are a number of reasons why, and here an attempt shall be made to consider 
several of them. The labour force can easily be insufficiently or inappropriately educated6, i.e. 
the (formally educated7) employed do not have the know-how necessary for successful market 
competition. Here expertise is not sufficient: employees today have to be capable of creating, 
analysing and transforming information, communicating effectively, and organizing and coor-
dinating business activities. Developed communication skills, computer knowledge, and the 
ability and willingness to engage in further education and training are all sought-after qualities 
(Miyamoto, 2003). 

Educational programmes in the transition countries of Central and Eastern Europe 
(particularly those based on the Austro-German model) are more oriented towards the rote 
memorization of course materials than on independent analytical/critical thinking and deduc-
tion and the innovative approach, which is certainly a hindering factor in other approaches to 
education and future work. Today the emphasis is placed on analytical abilities: seeking and 
1	S ome participants have better information than others, while some may have no access to information 

at all.
2	B ehaviour by individuals (or companies) knowing, that others will bear the consequences of their ill-

considered or flawed decisions.
3	A  situation that emerges when individuals (or companies) purchase certain forms of insurance from 

which they will most likely derive benefits. 
4	H uman capital is a total of labour force knowledge, skills and experiences. It is critical resource of 

values for every firm if it is managed properly.
5	E ducation encompasses institutions, processes, content and results of organised and/or the accidental 

learning in development of various cognitive skills as well as achieving different knowledge, abilities 
and habits. Most often education relates to the procedure of acquiring of knowledge and ability. Educa-
tion is usually divided on formally - in schools, and informal - outside of the school.

6	A ccording to numerous OECD and World Bank sources, in many South American countries there is 
a great number and high share of lawyers and literature and philosophy professors among their edu-
cated population, while in the Scandinavian countries there are many persons studying electronics, IT, 
management, etc. (Blomström and Meller, 1991). This is not to negate the importance of the first group 
of the highly-educated, but the second group is nonetheless vital to economic development. Although 
there are no comprehensive and uniform solutions that suit all needs, the structure of pupils and students 
should correspond as much as possible to the existing, and especially future, desired structure of 
the national economy. 

7	T he concept of human capital is broader than just the formal education of a population and its employ-
ees, because it should encompass all knowledge and skills acquired informally and, under the broadest 
definition, investments in health. The level of human capital need not be the same as the average level 
of formal education. 
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selecting information, clarifying problems, formulating assumptions, confirming and assessing 
evidence and finding solutions. Globalization has emphasized the importance of knowledge and 
the aforementioned qualities in employees, which become crucial features of the creation (or 
not) of competitive abilities in economic and free market competition. Furthermore, according 
to Sopek (2011) educational system is inefficient regarding the used financial resources and 
achieved results. 

Porter (1990: 628) clearly recalls that education and training are the most important 
individual lever of the State at all levels of governance for the long-term improvement of the 
economy and the welfare of its citizens. The biggest challenge for these countries is not just 
to get the hardware, but to have the skills required to use the technology. Educational systems 
can no longer emphasise task-specific skills but must focus instead on developing the learners’ 
decision-making, problem solving skills and teaching them how to learn on their own and 
with others. The importance of tertiary education is especially great, as it directly influences 
the productivity and competitiveness of a national economy and the improvement of general 
living standards (World Bank, 2002). In short, the educational structure of the population and 
employees in line with economic needs constitute an essential component of competitiveness 
and economic development. 

The Situation in Croatia

According to OECD (2003), the considerable problems faced by the educational system 
in Croatia are: lack of emphasis on developing analytical and problem-solving abilities, very 
weak links between education and the professional world, and the non-development of lifelong 
learning. Although numerous education strategies have been proposed, they have neither been 
put into operation nor fully implemented, nor were any major reforms implemented at any 
level.

In Croatia, the current organization of the curriculum around subjects and teacher-dom-
inated learning methods, with the focus on factual knowledge and passive learning, is not con-
ducive to the development of the high-level technical, technological, and social competencies 
needed in a competitive economy. There are too many compulsory subjects and not enough 
optional subjects. There is a serious lack of flexibility and a low level of local capability for 
curriculum development. 

A serious problem of elementary and secondary education is insufficient differentiation. 
The curricula for higher elementary grades are designed to continue on into secondary school 
(gymnasium) and not for continuation of schooling in vocational or trade schools (even though 
only one fourth of all elementary school pupils go on to study in the gymnasiums). Consequent-
ly, many primary school pupils suddenly find the primary school programme for the 7th and 
8th grades too difficult, and the existing opportunities for internal differentiation are not suffi-
cient. Accordingly, students who are very capable and motivated find subject teaching too easy, 
while those who are less competent and less motivated find it too difficult. Vocational education 
forces subject-specific specialization too early, while the curriculum is too narrowly focused on 
subject-specific skills, competencies, and attitudes. Further, links with the economic and social 
environment are generally very weak. Due to technological developments and structural chang-
es in the Croatian economy there is no longer a need for most of the existing specializations.

Croatia’s tertiary system is so rigidly structured that institutions, faculties and students 
are unable to seize opportunities or adapt to change. One can say with relative assurance that the 
highly educated in Croatia have largely completed studies at university departments and acad-
emies that do not directly cater to the needs of a modern economy, and they often do not possess 
the vital and required knowledge and skill-sets for sought-after occupations. The number of 
those enrolled in tertiary education increased significantly but the average duration of college/
university study is very long. The number of students who go on to earn degrees in relation to 
the number of students enrolled in the first year is less than 40%, while a large number of stu-
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dents discontinue their studies. Furthermore, t���������������������������������������������������here is a relatively low proportion of students ma-
joring in the natural and technical sciences. There are serious problems with the knowledge and 
skills of graduates in social sciences. There is a severe shortage of macroeconomists, financial 
analysts, organizers and commodities- and securities-exchange operators, educated managers 
and entrepreneurs, international commodity and financial market experts, public administration 
experts, and lawyers specializing in labour and welfare law, the tax system, international law, 
etc. The reasons for these problems probably are caused by insufficient (or weak) links between 
the demand of the labour market and educational output. Finally, the most dynamic sector of 
education systems in the world, adult and lifelong education is seriously neglected in Croatia. 
It is underdeveloped, as far as the coverage of attendees, the number of specialized institutions 
and specialized staff are concerned, and it is insufficiently regulated by law. In Croatia only 
2.5% of persons participate in one of the adult learning programmes, while according to the Eu-
rostat (2009) the EU average for the total population is 35.7%. No (serious) campaign has been 
launched yet to motivate and explain the concept and the need for life-long learning among the 
population due to relatively weak information and developmental infrastructure. The required 
infrastructure is undersized and some elements of the infrastructure simply do not exist or are 
yet to be built. 

Therefore it is relatively certain that the Croatian labour force does not have the knowl-
edge and skills required for a modern competitive economy. That is because the employees 
did not finish adequate schools, faculties and academies and/or they are insufficiently qualified 
or perhaps inappropriately qualified for the needs of the market economy. Based on different 
surveys and studies (OECD, 2003; Skjolstrup, 2008) it could be concluded that the educational 
system in Croatia is characterised by a lack of emphasis on developing analytical and problem-
solving abilities, very weak links between education and the professional world, and the non-
development of lifelong learning. Although numerous education strategies have been proposed, 
they have not been put into operation and/or not fully implemented, nor were any major reforms 
implemented at any level. There is a need to systematically continue with the designing and 
development of educational programmes on which necessary experts would be taught, trained 
and educated. Efforts must be invested in educational and job-training programs, systematic 
coordination of education so that it complies with the needs of the market and encouragement 
of lifelong education. Investment in human capital is certainly desirable, but it probably will 
not produce results over the short term. An educated labour force is not, in and of itself, a suf-
ficient developmental resource if it is not utilized to apply new technologies. In order to achieve 
this, technical know-how and management skills are needed throughout society. To achieve this 
technical expertise and adequate organisational and managerial capabilities the entire society 
must be incorporated. Equally important is the respect of employers’ attitudes regarding skills, 
knowledge and characteristics of employees as well as improvement in the institutional envi-
ronment and social capital. 

Employer Perceptions Regarding Employees’ Expertise, Knowledge and 
Characteristics 

Croatian employers often complain (Poloski and Frajlic, 2004.; Moj posao, 2005.; 
Bejaković, Bratić, Sopek, Štefica, 2009.) about the educational system, particularly regard-
ing vocational training, claiming that it does not follow economic trends and that many young 
people still acquire obsolete skills, knowledge and expertise. Technical skills of young persons 
are insufficient, while underdeveloped are key competences like informatics, literacy, commu-
nicational and numerical skills, teamwork, problem-solving abilities and independent initiative 
(Skjolstrup, 2008). Entrepreneurs thus underline a vast need for modernising curriculum of 
education, skills and qualification as well as a need for enhancement of labour force employ-
ability and competitiveness. 
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Poloski and Frajlic (2004) used various methods to get an insight into needs and behav-
iour of Croatian employers. They also wanted to find out if current employees satisfy employ-
ers’ requirements. The directors of HR departments have to define labour force competitiveness 
and employability. In their answers they stressed the need of knowledge and education, abil-
ity, devotion to work and taking over responsibilities. Based on the proposed list of skills and 
knowledge, Croatian employers mentioned morality, loyalty, literacy and basic knowledge as 
the second most important characteristics, while less important skills are related to knowledge 
of foreign languages, analytical skills and capabilities, information literacy and ability for team-
work. 

A similar picture on educational needs has been obtained by the survey realised by Web 
portal Moj posao (2005). From the mentioned results, it can be concluded that 69% of Croatian 
employers believe that their employees should develop communicational and presentational 
skills. More than a half (56%) of employers think that employees should enhance their leader-
ship skills, while 53% mentioned skills of selling methods and sales techniques. Almost a half 
underline the importance of teamwork and management skills, while the share of those that val-
ue the knowledge of foreign languages, advanced informatics courses, management of human 
resource and knowledge on personal efficiency is just a little bit lower. Moj posao carried also a 
survey on employees’ knowledge and training achievements. More than a half of interviewed-
employers have been quite satisfied with formal education and training of their employees in 
technical and engineering occupations, economic and financial sector and the telecommunica-
tion field. On the other side, only one third have been satisfied with the qualifications of their 
employees in the legal profession. More than a third have been quite dissatisfied with formal 
education of employees on administrative activities, commercial mediation and economy.

In the analysis of the educational needs in small and medium enterprises with particular 
stress on entrepreneurial skills (Bejaković, Bratić, Sopek, Štefica, 2009), interviewed employ-
ers underlined informatics knowledge and skills as the most important for further enhancement, 
followed by communication skills and communication with the environment. At the end of the 
list of required characteristics are business analysis and controlling and strategic management 
as the least necessary skills for further improvement. For those who are not business leaders, 
the most important characteristics were orientation towards results, persistence and efficiency 
in work (expressed by 90.9%  interviewed persons from 858 small and medium enterprises), 
loyalty and readiness to stay in enterprises even during business difficulties (87.7%), readi-
ness to introduce technical and technological innovations and improvements in the business 
(86.9%) and readiness and openness for increasing and/or changing current activity of enter-
prise (86.0%). The least desired characteristics were readiness and openness for increasing 
and/or changing current activity of enterprise (67.0%) and readiness to take initiatives for the 
discovering and proposing of new solutions (75.6%). 

Although a significant number of employers were quite satisfied with knowledge and 
expertise of their employees, a noteworthy part was not satisfied. It looks like the education 
system produces knowledge and skills that are sought after by Croatian employers, because 
they believe that morality, loyalty, basic knowledge and literacy are at a respectably high level. 
The surveys show insufficient links between existing and required technical skills of employ-
ees, which confirms that the educational system – including lifelong learning – should be bet-
ter adjusted to the labour market needs. Skills which Croatian employers consider important 
for highly educated and qualified workers are actually skills on which the educational system 
should be directed. It is necessary to emphasise that managers strongly appreciate good per-
sonal characteristics, openness towards others and communication capacity. Thus, along with 
better adjustments of educational programmes according to the labour market needs, it is also 
necessary to systematically work on their modernisation and preparation of participants to life-
long learning and development of skills. 
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Instead of Conclusion

The important aspect of national economic competitiveness is the skill level and knowl-
edge of the labour force. The acquisition of knowledge and skill is increasingly seen as both the 
main challenge and the central opportunity for achieving a successful return to the labour mar-
ket and employment, and it is the most important determinant of social and economic prosperity 
of a country and its population. Education has a key role in acquiring knowledge, expertise and 
skills needed for successful participation in society and economy. Education also contributes to 
broadening of science and knowledge culture. Through the diffusion of new technologies and 
globalisation, industrial economies are being transformed into knowledge-economies. 

The Croatian labour force does not have the knowledge and skills required for a modern 
competitive economy, and the education and training systems have not yet taken adequate steps 
to remedy this situation. Possible accession to the EU puts further onus on Croatia to concen-
trate on its education system. The Croatian work-force should move towards knowledge-based 
industries and jobs and innovation-driven economic growth, and workers should be able to 
change jobs quickly, manage themselves and others, and engage in continuous learning. Stu-
dents and employees should learn to work together by developing a team spirit and appropriate 
social behaviour while at the same time allowing their individual preferences and talents to 
develop. 

Croatia’s education system, is slowly making the transition from a system that favoured 
rote-learning, discipline, and lecturing to a system that fits the needs of a democracy with a glo-
bally integrated free-market that needs problem-solving skills, creativity, communication skills, 
and flexibility. In spite of relatively large outlays that have been allocated for education, there 
is a weak link between the educational sector and labour market needs regarding the number 
of individuals that finish a particular educational programme, especially in respect to knowl-
edge and competence acquired during education. Curricula and syllabi at all levels should be 
reformulated to bring them into closer correspondence with economic needs. Problem-solving 
abilities should be improved, teamwork should be encouraged, and learning skills should be 
enhanced. It is important to increase the ability to learn, develop students’ capability to manage 
themselves and others, build communication and technical/ICT skills, and reduce the emphasis 
on rote-learning. Curricular reform should be accompanied by new textbooks, teacher guides 
and learning materials, changes in teaching methods, and new measures of learning outcomes. 

Based on different surveys and studies by the World Bank (especially Berryman and 
Drabek, 2002), OECD (2001, 2003), comparisons with other European countries’ education 
systems (Lowther, 2004) and current inefficiency (Sopek, 2011), we would like to propose the 
following recommendations:

The education system should •	 be changed from supply to demand-driven, i.e. the sys-
tem should provide learning alternatives that students (of all ages) can choose from, 
with increasing responsibility for the students as they get older.
The educational system •	 must be made more flexible, so as to become a navigable sys-
tem, thus avoiding dead-ends and lowering the early drop-out rate, increasing the inter-
nal differentiation of students, reinforcing informal methods of acquiring knowledge 
and skills, and improving knowledge of foreign languages. The systematic analysis, 
disburdening and modernization of educational curricula and programs are essential. 
As a necessary precondition there is a need to better collect data on the number of chil-
dren and youth that do not finish primary, secondary and tertiary education. Croatian 
Bureau of Statistics does not collect systematically mentioned information and there is 
no official data about proportions of drop-outs from education. This data is necessary 
because of the structure analysis of youth which have not finished the education as well 
as the basic causes of dropping-out from schools.
It is important to make the •	 shift from teacher-focused teaching to teaching methods 
that give students responsibility for learning, reward initiative and executive thinking, 
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focus on alternative ways to analyze facts and ideas and solve problems in a meaning-
ful context. 
Management of the education system should be decentralized•	 , i.e. budgeting, person-
nel, and curricula, should be within the authorised of the schools and local govern-
ments and universities instead of the Ministry. At the same time, schools and local 
governments must build the capacity to manage their schools effectively. Schools and 
universities should be responsible and accountable for their results and their perform-
ance should be measured by the success in the implementation of reforms. Increasing 
expenditures for education without an adequate rise in the accountability of those insti-
tutions will not provide expected results. Thus, the Government (Ministry) should set 
standards and hold schools accountable for learning outcomes, e.g. reading compre-
hension, information and communication technology skills, and give the schools and 
universities freedom to use their own methods to produce them. 
Government has the responsibility to put in place an enabling •	 framework to encour-
age tertiary education institutions to be more innovative and responsive. Government 
should facilitate private provision where possible, restricting its controls to the area of 
consumer protection. These include quality assurance through mechanisms such as ac-
creditation and impartial information about public and private institutions relevant to 
consumer choice. Furthermore, there is a need to insure quality through mechanisms of 
issue approvals and unbiased information about public and private institutions impor-
tant for the user’s possibilities for choice. Constant systematic evaluations of education 
system outcomes and comparisons are also important. 
It will be necessary to •	 raise the enrolment quotas for specific majors in the natural and 
technical sciences, and increase the efficiency of studies, so that the largest possible 
number of the enrolled students completes their studies. As a necessary precondition 
there is a need to collect and analyse data on duration of education on particular uni-
versity and college programmes. Croatia officially does not collect data on particular 
tertiary programmes, which is one of the basic preconditions for measuring the success 
of current reform of tertiary education. The mentioned reform, whose goal is education 
harmonisation in European area, is still faced with many unknown factors about pos-
sibilities for financing of its tangible and personnel requirements.
Higher tuition fees could contribute to shorter average periods of study, •	 and to greater 
fairness, because in this manner taxpayers, among whom there are those with lower 
incomes, would not bear the costs of educating persons whose future earnings will be 
higher than average. Also it is necessary to develop and support the system of awarding 
a scholarship for pupils and students. Possibilities of obtaining education are largely 
connected with financial possibilities. Thus, it is very important to combine criteria of 
the excellence and merits with criteria of social situation.
It is particularly important to stimulate •	 life-long learning, education and training as it 
is currently quite neglected and because of a very low rate of adult’s participating in it, 
this is one of the key obstacles for the development of a flexible and adjustable labour 
market. In learning, education and training of employed and unemployed orientation 
should not only be towards IT literacy, but also on development of communication 
skills, stimulation of own and others’ motivation, problem solving, improvement of 
participation in team work, acceptance of changes and other. 
In conjunction with radical reforms of curriculum, materials, and pedagogy, Croatia •	
will need to vigorously train existing and new teachers including imparting new teach-
ing methods, use of teaching materials, and testing methodology. Teachers should be 
required to receive life-long training on teaching skills and methods, use of informa-
tion and communication technology, and subject matter. 
The government educational subsidy system should also be revised in order not only to •	
foster excellence but also to help financially vulnerable groups in the education proc-
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ess. Therefore, scholarships and rewards should be directed to students with excellent 
academic achievements and to those from households with lower income level.

Although the autonomy of educational institutions, especially universities, must be up-
held, it is also necessary to enhance their capabilities in management, accountability, report-
ing with reference to utilized funds, and improve their strategic planning capacity. Systematic 
measurement of the quality (assessment and monitoring) of educational and scientific research 
programs must be insisted upon. All interested parties (Government, interested ministries, re-
gional and local bodies and social partners) should be involved in deliberations on these mat-
ters so that a social consensus can be achieved. This is not a simple task, nor even a guarantee 
of success, but, the absence of public involvement and decision-making behind closed doors 
is guaranteed to fail. The ongoing education of all participants in the reform of higher educa-
tion and science, from decision-makers to the public, is absolutely essential to engendering an 
understanding of the significance of undertaken reforms. 

Developing human capital is necessary, but not sufficient to secure labour force com-
petitiveness. Generating economic competitiveness requires qualified and capable citizens and 
employees, but this must be accompanied by the appropriate economic policies – primarily the 
development of strong and independent institutions, improvement of public administration, 
curtailment of corruption and the informal economy, and improvement of the free enterprise 
environment. This is no simple task that can be accomplished quickly, but rather a clear de-
velopmental guideline in which citizens will see improvement in these sectors and can, in a 
relatively short period, produce valuable results. 

Education is essential for the effectual creation, dissemination and application of knowl-
edge and for the development of technical and expert/professional capacity. The ability of a 
society to produce, select, adapt, commercialize and utilize existing knowledge are decisive 
in the creation of sustainable and lasting economic growth and improvement of living stand-
ards, public health, and the reduction of poverty and inequality. Although there is no simple 
nor uniform formula for improving the education, qualifications and competitiveness of the 
labour force, which can be copied or automatically transferred from other countries or places, 
it is nonetheless clear that a general prerequisite is an unwavering vision of long-term develop-
ment of all-encompassing, diverse, mutually linked and well-articulated educational, employ-
ment and professional advancement systems. The ability to formulate, synthesize, analyze and 
deliberate can be developed in a broad range of educational programmes and through various 
instructional approaches. 

Advancement of the educational level of the population is an indispensable condition 
for competitiveness, but a complicated question arises here: How can the personal and social 
benefits of education be assessed? Education - especially higher education- is largely a kind of 
credence good. This means that its value is often difficult to quantify, even after it is consumed 
(the acquired knowledge is utilized). The basic problem is the impossibility of assessing the 
value of individual schools or universities by future pupils and students, which could reflect 
unfavourably on good educational institutions. In reality, students normally choose a school 
and university only once or twice in their lives (in cases of change), even as the educational 
experiences of former participants differ from each other greatly, as do their recommendations 
for future students. In a small country like Croatia, it is particularly difficult to create the neces-
sary competition in providing educational services, and signal the quality of individual schools, 
colleges and universities. This therefore requires consistent and objective monitoring, assess-
ment and publication of educational results of individual schools and universities, which in turn 
should be the most important determinant of future financing. These signals should encourage 
competition among educational institutions in attracting the best and most perspective pupils 
and students. 

The formal improvement of the educational structure of the employed and the general 
populace will not be enough, because raising competitiveness equally requires the development 
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of trust, availability of information and effective government activity. A successful political and 
economic transition requires a sense of social solidarity (trust in other people is a key compo-
nent of social solidarity), just and dependable institutions, observance of laws, and above all 
political institutions that provide what citizens want the most: prosperity. In all mentioned the 
impact of education can be of crucial importance.
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