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Higher education in Montenegro has seen numerous changes in the last decade, and the
Bologna process has been their most important driver. Changes have been introduced by the Law
of High Education (2003), which has a European dimension, because it is based on the essential
principles of the European Council and Bologna Declaration. Modern economic development has
to be based on constant competition growth, the key of which is in high quality education system.
Without quality education, which will bring well educated individuals, it is hard to count on long-
term sustainable economic development. After a decade of implementation of the Bologna
Declaration, there are still some unresolved issues and dilemmas in Montenegrin educational sys-
tem.
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Janiena Aunmonuy, Becna Kapamxuy
PE®OPMMU BI/IH_[OT OCBITH YOPHOTOPII: HA ITIJISAXY
10 KOHKYPEHTOCIIPOMOZKHOI I HPO,Z[YKTI/IBHOT
EKOHOMIKHA B ME2KAX €INMHOI'O PUHKY €C

Y cmammi onucano wucaenni 3minu 6 cucmemi euuwoi oceéimu Yopmnoeopii npomsazom
ocmannbo20 decsimuaimms 3 0cobausoro yeazoio do boaoncoxozo npouecy. Bionpaenoro mouxoro
pehopm cmae 3axon npo euwy oceimy (2003 p.), axuii MOdCHA HA36AMU NO-CHPABHCHLOMY
esponericokum, aoxce 6in epaxosye 6azosi npunyunu boaoncoroi dexaapauii ma €epoxomicii.
Cyuwacnuii  eKOHOMIMHWI ~ pO3GUMOK  CRUPAEMbCA  HA  NOCMIiliHe  3POCMAHHA
KOHKYPEHMOCNPOMONCHOCHI, WO 6 C60I0 Hepey He Moxcauge 6e3 cucmemu axicnoi océimu. Tiavku
AKICHa océimu cnpomodxcna chopmyeamu ocobucmocmi, AKi y nooaibUOMY 2apaAHMYIOMb
doszomepminosuii ma cmiixuti exonHomiunuii pozeumox eciei Kpainu. Ilicas decamuaimms 3
Mmomenmy nionucanna Yoprnozopicto boaoncokoi dexaapauii 6ce uie AUMAEMbCA HU3KA NUMAHD
ma npobaem, AKi 6UMa2aomo No0AILUL020 PeHOPMYBAHHSL CUCMEMU 0CGimu.

Karouosi caosa: nwdcokuii kaniman, npo0ykmuericme npayi, pegopmyeanHs euwjoi oceimi,
bononcokuii npoyec, Yoproeopis.
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Janmana Aunmosuy, Becna Kapamxkuy
PE®OPMBI BBICIIIETO OBPA3OBAHU A YEPHOTOPUU: HA ITYTU
K KOHKYPEHTOCITOCOBHOM 1 ITPOJIYKTUBHOM
DKOHOMMUKE B PAMKAX EJIMHOTI'O PBIHKA EC

B cmamve onucanvl MHO20MUCACHHDBIE UMEHEHUS 8 CUCHMEME 6bLCUle20 00pPa306aHus
Yeprozopuu Ha NPomMsiceHuU nocaeonezo decamuienus ¢ 0coovim enumanuem k boaonckomy
npoueccy. Omnpaenoii moukoi pepopm cmaa 3axon o evicuiem oopasosanuu (2003 2.), komopotii
MOJCHO HA36ANb NO-HACMOAWEMY €6PONEiCKUM, MAK KAK OH y4umoléaem 06a306bie NPUHUUNDL
boaonckoii dexaapayuu u Espoxomuccuu. Cospementoe 3KOHOMUMECKOe PA36Uniue 0CHOBAHO HA
HOCMOAHHOM pOCcme KOHKYPEHMOCHOCOOHOCMU, KOMOPGl 6 8010 04epedb He 603MOJceH (e3
cucmemol Kauecmeennoz20 oobpazosanus. Toavko Kauecmeennoe o6pazoeanue cnocoGHo
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cghopmupoeams auuHOCmU, KOMOpbIEe CMAHYM 2apanmuell 00420CPOYHO20 U YCHMIOUHUGO20
IKOHOMUHECK020 pazsumus éceil cmpanst. Tlocae decamuremus nocae noonucanus Yepnozopueri
bBoaonckoii oexaapauuu 6cé ewé ocmaémes psio 6onpocos u npooaem, mpeGyrouiux oaivreimezo
pedhopmuposanus cucmemot 06pa3oanus.

Karouesvie caosa: uenrogeveckuii kanuman, npoodyKmueHocms mpyoa, peghopmuposanue avicuieeo
obpaszosanus, boaronckuii npouecc, Yeprocopus.

1. Introduction.

Montenegro has started the process of transition and shift to a market economy
in early 1990s. Political and economical reforms have influenced the strong need for
educational reforms, with special attention to higher education. Higher education
(HE) has been recognized as one of the most important drivers in speeding up the
process of economies transformation, market building, efficiency increase and
employment. In the intensive process of reform, HE has put special attention to
humanities and the social science. The educational reform process has been strongly
supported by the government, international community and donors.

Montenegro has introduced radical reforms of educational system during the last
decade, accelerating the process in the last 5 years. At the same time, changes in eco-
nomic structure have occurred and the heavy metal industry became less important
than previously. Nowadays, its importance has declined, due to deteriorating com-
petitiveness, and the new potential growth engines are the tourism, service, energy
sector and other knowledge-driven industries.

Moving closer to the EU accession, Montenegro will need to increase signifi-
cantly its competitiveness. University education is recognized as a creator of both
human capital and knowledge. In this context, universities may become the driving
force of its development, or at least, for improving its competitiveness, both regional-
ly and globally (World Bank, 2011).

Changes in European Higher Education Area and Europe, and Montenegro's
aspiration to European integration have created a strong commitment to reform of
higher education. Higher education reform and reorganization of the University sys-
tem of Montenegro began by signing the Bologna Declaration in 2003. Bologna dec-
laration (1999) didn't simply define the tasks and goals of cooperation in higher edu-
cation; it is also a recognition by European politicians and academia that cooperation
in the field of education is indispensable to develop and strengthening stable peaceful
and democratic society. With this idea, the Declaration focuses on South-Eastern
Europe, which has experienced several bloody conflicts in early 1990 (Orosz, 2008).

The Bologna process became the major reform initiative of the past decade in
Montenegro. Formal application started by adopting a new legal framework, which
consisted of the Law on Higher Education (2003), and continued by adoption of the
statute of universities and faculties (2004) and regulations on their implementation.
This created a legal institutional framework for higher education in Montenegro.

Montenegro was in need of the transformation of higher education, even prior to
this period. Before introduction of the Bologna process, higher education in
Montenegro was very inefficient and represented the most problematic part of edu-
cational system. Average duration of studying was much longer that it was originally
designed, usually 6—8 years, and at some study programs even 9 years. Human
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resources at the University were inadequate, with very low investments (Chamber of
Commerce, 2010). The learning practice was more oriented on memorizing facts and
less problem-solving and curriculums supported the needs of central planning and old
industrial structure of the economy.

2. Importance of investment in education. Theoretical background.

The academic literature on the subject emphasizes the role of education in
income growth. The cross-country regressions indicate that changes in education are
positively associated with economic growth (Kruger and Lindaht, 2000). Strong pos-
itive links between educational quality and country's GDP growth rate have been
found in the empirical work of Hanushek and Kimko (Hanushek and Kimko, 2000).
For some others, education quality improves productivity most significantly in the
economic environment open to foreign trade and influence (Jamison, 2006; Topel,
1999). For achievement of positive growth rates in the long run and constant
improvement of living standards of Montenegrin citizens, the most effective measure
is to increase the human capital level, as Montenegrin economists state (Montenegrin
Academy Education and Macroeconomic, 2010; Bacovic and Lipovina Bozovic,
2010).

Highly educated individuals are creating the conditions not only for economic
development but also for the overall sustainable development and human society
based on democracy. A large deal of empirical works supports the idea that higher
education leads to more democratic politics (Barro, 1999; Glaeser et al., 2004;
Papaioannou, Siourounis, 2005). Higher education environment predicts the transi-
tion from dictatorship to democracy but not the other way around (Randers-Pehrson,
1999). More educated democracies are more stable than the less educated ones.

Economic growth and the sources for its growth have been in the focus of many
economies for decades. Economic history has shown that only few countries experi-
enced persistent growth in income per capita in the long run. Classical theories like
typical Solow's type growth model have not provided answers to growth in modern
terms. The central role of these models was given to capital, and labor effectiveness,
which exact meaning is not specified, was taken as exogenous. Modern theories have
taken strongly in consideration labor as an important factor, where accumulation of
knowledge behaves endogenously (Romer, 2001). This is caused by the fact that more
output can be produced today from a given quantity of labor and capital than a cen-
tury ago.

The growth of knowledge appears to be the central reason that output and stan-
dards of living are so much higher today than in previous centuries. Analyzing the
type of relationship between economic growth and human capital, modern econo-
mists proceeded a step further. More recent works put human capital as a central vari-
able in the growth models. The key assumption is raising the rate of return on human
capital as the stock of human capital increases (Becker at al., 1990; Becker, Murphy,
1992; Dias, Dermott, 2009; Temple, 1999; Sequeira, 2008).

Even the most recent researches have further developed the relationship between
human capital and the level of development of countries (measured by the level of
GDP per capita). The findings are that for medium income countries, investment in
education and skills are more important, while for higher income countries, innova-
tions are the key source of growth (World Economic Forum, 2011).
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For OECD, expenditures on education can foster economic growth, enhance
productivity, contribute to personal and social development and reduce social
inequality. We will test the causality of this relationship using the OECD data for the
countries that invest in education more and have higher GDP. Average education
expenditures in the OECD countries are around 6% of GDP (OECD official site),
including preprimary, primary, secondary and tertiary education. Most of these coun-
tries spend about 5% of GDP on education, where the significant part comes from the
public sector. But the highest spending on educational institutions, with approxi-
mately 7% of GDP are in Chile, Denmark, Iceland, Israel, Korea, Norway and the
Unites States (both public and private spending) (Figure 1).
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Figure 1. Expenditures on education institutions as % of GDP (2009)

Tertiary education represents 30% of these countries' education spending. Some
countries (Canada, Chile, Israel, Korea, the US) spend between 1.7 and 2.7% of
GDP, while some others spent more for pre-university education, such as Belgium,
Brazil, Estonia, France, Iceland, Ireland, Switzerland and the UK. On average,
OECD spending on tertiary education is around 1,5% of GDP (Figure 2).
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On the other hand we can compare the level of GDP to the level of educational
expenditures for the OECD countries. The levels of GDP are presented in Figure 3.
Comparing the level of GDP per capita and education expenditures we can conclude
that education investment is closely related to economic growth. Countries that invest
in education above the OECD criteria are the countries with the highest GDP per
capita (Figure 3).
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Figure 3. OECD countries GDP per capita (2009)

2.1. Need for higher education reform in Montenegro. Western Balkan countries
spent less on education, 4% of GDP on average, including all the levels of education.
Pre-university education level is financed from public sources. The countries of this
region spend less on tertiary (university) education, on average 1,26% of GDP, while
Montenegro spent 1,10% (Ministry of Education, 2011).

Low level of education investments in the region with falling expenditures on
education during the transition period could have significant effects on the quality of
education (Campos and Dean, 2004). Quality of education is the most important fac-
tor for human capital, labor quality and labor productivity. For sustainable long-run
economic development the quality of labor force, effecting the labor productivity is a
significant impulse. The OECD sees labor productivity growth as the key dimension
of economic performance, where labor productivity is an essential driver of changes
in living standards (OECD, 2012).

The OECD defines labor productivity as GDP per hour worked, while the
Eurostat states that labor productivity is measured in several ways, but it is common-
ly measured as GDP at constant prices divided by either total employment or total
hours worked.

For the purpose of this research, the authors will measure the labor productivity
as the indicator of GDP/total employment, and in addition, we will calculate the sec-
tor indicators for labor productivity and will identify the sectors with over average
labor productivity (Table 1).
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Table 1. Labor productivity in Montenegro, 2006-2010, in ths.

2006 2008 2010
Agriculture, forestry and fishing 80,184 19,670 3440
Mining and quarrying 8,790 116,610 131,364
Manufacturing 7,981 7,152 24,139
Electricity, gas supply 15,611 26,369 63,567
Water supply 55,752 26,369 47,254
Construction 14,090 15,844 34,601
Wholesale and retail trade, repairs of motor vehicles 10,126 10,928 14 485
Transportation and storage 7,340 8,659 18,053
Accommodation and food service activities 21,688 19,145 8,757
Information, communication and financial activities 26,410 40,270 143,795
Real estate activities 52,353 47,466 4572
Public administration, defense and social security 21,319 17,647 3216
Education 8,618 10,819 1,060
Health and social work activities 8,885 10,274 2270
Other utility services and personal services 7,992 3,566 1,265
Montenegro average 14,702 13,975 16028
EU-27 46,993 48,946 49278

Figures in bold represent sector GDP labor productivity above average.
Source: Monstat, Eurostat, authors’ calculations.

Based on the calculated labor productivity indicators for Montenegro we can
conclude that labor productivity is low, despite the increasing trend during
2006—2010, achieving the highest level in 2010. Comparing the data for the same
years in the EU-27, we can see the same pattern. The OECD explained the increase
of labor productivity in 2010, "income and productivity growth bounced back strong-
ly in the majority of countries as they moved out of recession, while the labor market's
recovery was much slower and unemployment remained high in most countries"
(OECD, 2012).

Measuring the gap between labor productivity in the EU-27 and Montenegro,
we can conclude that this indicator in Montenegro is just about 30% of the relevant
indicator in the EU-27. This means that labor productivity in Montenegro is far
below the productivity level in the EU. One part of this gap comes from low quality
of education and another — from the low level of skills. Skills and experience acquired
under the communist system became less marketable in the new market environ-
ment, as compared to human capital acquired during the transition (World Bank,
2012).

The sectors that generate GDP above the average labor productivity level are the
production of energy and water, construction, hotel services and food, real estate,
financial services and government.

During the further process of the European integration of Montenegro, a lot of
efforts should be put into the increase of labor quality and productivity. One of the
best ways to provide this is good education to young individuals through the constant
process of education reforms.

3. Reforms in Higher Education in Montenegro.

In the last decade, Montenegrin higher education system has been under the
intensive transformation. The Bologna process has been the major reform initiative
(Lucin, Samrdzija, 2012). Higher education reform and reorganization of the
University system of Montenegro began by signing the Bologna Declaration in 2003
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but formal application started by adopting a new legal framework, which consisted of
the Law on Higher Education (2003), and continued by the adoption of the statute of
universities and faculties (2004) and regulations on their implementation.

Application of this institutional framework in Montenegro has led to an increase
of both higher education institutions and the number of students. At the early stage of
implementation of the Bologna process, the University of Montenegro was the only
institution of higher education in Montenegro. The changes introduced by the Law
in 2003 brought more open and flexible system of higher education, so that the great-
est obstacles to its implementation were at the University of Montenegro, which still
has had the strength and capacity to overcome internal resistance and their own con-
servatism, and thus facilitates the reform and necessary innovation (Montenegrin
Academy of Education).

The Law promoted the equality of public and private institutions of higher edu-
cation and established the basic principles for the organization of new universities and
study regime is established in accordance with expert recommendations. Today, there
are 3 universities in Montenegro, i.e. the University of Montenegro (UCG) — state
university (which consists of 20 faculties, 3 research institutes, and one independent
study program, located in 8 different towns), 2 private universities, Mediterranean
University and the University of Donja Gorica and 7 independent private faculties.
The number of students has increased significantly and amounted to approximately
25,000 students, out of which approximately 20,000 students study at the University
of Montenegro, and about 5,000 — in private institutions of higher education. This is
by 65% more students comparing to the academic year 2005/6 with the share of self-
financed students increasing from 53.3% to 79.7%. In terms of preferences structure
of the enrolled students, there is a typical high interest of students in Humanities —
about 70%, while only 3% are enrolled in Art Studies.

The new Law on Higher Education has provided the reform of higher education,
primarily aiming to increase the efficiency of studies and the system of harmonization
with the European trends in higher education based on the principles of the Bologna
Declaration and Lisbon Convention.

Education activities at the institutions of higher education are realized through
academic and applied courses. Study programs are organized in 3 cycles as under-
graduate, postgraduate and doctoral programs. Undergraduate academic studies last
for at least 3 and maximum 4 years (from 180 to 240 ECTS credits), and applied
undergraduate studies last for 3 years (180 ECTS credits). Postgraduate specialist
studies last for one year (60 ECTS credits). Postgraduate master studies (both aca-
demic and applied ones) last for one year (60 ECTS credits) following the specialist
studies, and 2 years (120 ECTS credits) if taken after undergraduate studies. Doctoral
studies last for 3 years (180 ECTS credits) (Ministry of Education, 2011).

3.1. Assessment of implementation of the Bologna process options for improving
higher education in Montenegro. Implementation of the Bologna process on Higher
Education System (HES) of Montenegro has caused many changes and has had dif-
ferent effects on all the actors involved in this process. Based on the current imple-
mentation, it can be said that the principles of the Bologna Process in Montenegro,
from the technical, normative and organizational perspectives, have been adequately
implemented. This is indicated by the evaluation results obtained at the Ministerial
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Conferences which measure the implementation of the Bologna Process among the
signatory countries, where Montenegro has achieved the highest rating of 3.88 at the
last Ministerial Conference held in Bucharest in 2012.

One of the objections mentioned in academic work (Montenegrin Academy of
Education, 2010) is that the reform was implemented without any previous strategy,
action plan or other similar planning documents. Secondly, no special budgetary
funds were allocated to this reform, but it is mostly financed by the University of
Montenegro and foreign donations through appropriate projects.

The issue of quality is certainly the central issue of the application of the Bologna
process and will play an important role in the coming years in Montenegro. Although
at present we have no reliable criteriato measure the quality of higher education in
Montenegro, the most important stakeholders in the higher education process indi-
cate that one of the biggest problems of this process is the issue of quality. The evalu-
ations of labor market and international partners (World Bank and European
Commission) are indicating that the increase in quality of higher education is the
basis for Montenegro competitiveness growth and its survival at the large common
EU market.

Again, it should be pointed out that the current implementation of the Bologna
process in Montenegro was mostly referred to building of institutional and adminis-
trative preconditions for its implementation. Up to date, the Bologna process has
brought many positive changes, such as: the duration of study is significantly reduced,
the organization of education process is better designed than in "old" system — stu-
dents must regularly carry out their duties, if they wish to complete their studies on
time, and the possibility of acquiring an internationally recognized diploma was cre-
ated as well.

The reform of the education system delivers multiple benefits to researchers,
through their mobility and the possibility of involvement of our scientists into the
European research area. Very important segment of higher education is the stimula-
tion of R&D, which has been at a very low level so far, as measured by all indicators
(the number of articles published in reputable journals etc.) The biggest problem in
achievement of more significant results in scientific research activities are the lack of
sufficient resources and equipment for research, predominance of state financing,
while the interest of companies, particularly SME is very low (Montenegrin Academy
of Science, 2010).

What will characterize the next period of implementation of the Bologna process
is the orientation of all interested stakeholders on fundamental and essential changes
in higher education that will have an effect on quality increase.

Increasing the quality of higher education today necessarily requires innovation of
the curricula, in order to define learning outcomes and acquisition of knowledge adapt-
ed to the needs of the labor market, to ensure greater employability of students after
graduating. Increasing quality means improving the existing academic staff, predomi-
nantly through the increased mobility of teaching and non-teaching personnel, as
encouragement to young staff that works at higher education institutions to continue
their education i.e. to prepare their master and doctoral thesis at European universities.

Increasing the compliance with the labor marketis also very important.
Employment of graduates must be an important goal of higher education institutions,
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through which their effectiveness is confirmed. According to the information of the
Employment Agency, the current situation at the labor market is characterized by
much larger labor supply than demand by employers, labor supply is inadequate
because employees have lack of knowledge and skills, and there are lot of vacancies
due to lack of training for unemployed (Chamber of Commerce, 2012). The World
Bank experts have found that Montenegro suffers from the disbalance between the
skills and knowledge provided by its education system and the needs of the labor mar-
ket (World Bank, 2011). While the labor market is in transition, from manufacturing
and agriculture to knowledge and service industries, tertiary education is not chang-
ing fast enough to provide skilled staff for these new industries.

4. Conclusion.

Socioeconomic changes in Montenegro, as a young democracy, have led to the
need for reform of the educational system, especially higher education, to support
and speed up the process of transition of its economic, political and social system.
Highly educated young individuals are the most important factor for building mod-
ern democratic society, with a strong EU integration aspiration. The Bologna reform
as a European success story (Zgaga, 2010) was the major reform path for the educa-
tional system in Montenegro towards more competitive and knowledge based
economies since 2003. Implementation of the Bologna process in higher education
system of Montenegro has caused significant reforms and has had different effects on
all the actors involved in this process. Based on the current implementation, it can be
said that the principles of the Bologna Process in Montenegro, from technical, nor-
mative and organizational perspectices have been adequately implemented. The cur-
rent implementation of the Bologna process in Montenegro was mainly directed at
building of institutional and administrative preconditions for its implementation.

Up to date, the Bologna process has brought many positive changes, but still
there are lots of challenges in front of Montenegrin higher education. The biggest
challenges ahead are constant and persistent increase of quality and level of research,
and better compliance with the labor market. And on the other side, tertiary educa-
tion is not changing fast enough to provide usable and modern knowledge. The next
phase of reforms in higher education should focus more on transformation of educa-
tion to modern and quality system to support further economic growth.
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