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Introduction

Youth unemployment represents both a global and local challenge. With the exceptions of
few countries in Europe (e.g. Germany), majority faces problems of significant
unemployment among the youth, which is often few times higher when compared to
unemployment rates of general population or adults. Modern economies are characterized
by fierce competition, in which companies are pressured to be most productive in order to
successfully compete on different markets. Apart from large companies with well-developed
human resource departments, small and medium enterprises (hereinafter: SME) are left
with little or no room for training of their young employees.

That is most obvious in developing economies, such as Serbia, where SME require few years
of working experience even for entry-level jobs. That is one of the reasons why employment
in SME is so limited among the youth in Serbia. With such limited approach to job
opportunities, young generations are often left discouraged and after months of denied job
applications decide to leave the country. Serbia is characterized by rising brain drain to more
developed economies with more job opportunities.

On the other hand, the youth represents the most important age group for innovation and
entrepreneurship. Formal academic education in the country is also often in disparity with
current economic trends, as it is often based on dated and extensive curricula, that leaves
little room for parallel enrollment in informal or non-formal education courses, that would
provide opportunities for acquiring technical skills that are needed for employment.
Moreover, existing formal education in Serbia is characterized by large groups, insufficient
capacity for flexibility and for adaption toward best students, and therefore lacks
motivational component for the youth to create and innovate.

With everything previously mentioned, entrepreneurship and innovation provided by the
youth that are brought to commercial exploitation remain an exception rather than a regular
occurrence. Therefore, a lot has to be done to motivate and support the youth in the
country, through more opportunities to participate in projects, scholarships, student
exchanges etc., while young entrepreneurs should be better supported technically and
financially.

The paper will present the latest statistical data on performance of the youth on the labor
market, in terms of their activity and employment, followed by statistical data on
innovativeness of the economy and the SME sector, in particular. This will be followed by
the part on identified gaps in regard to both the labor market and more dynamic
development of SME and young entrepreneurs, as well as the part on improved learning
methods, that would provide better and more comprehensive learning possibilities for the
youth, compared to solely formal education.
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Current Position of the Youth on the Labor Market and Education System in
Serbia

Labor Market

The statistics on the employment of the youth? in Serbia does not look promising for the
future. Primarily, the youth population decreased continuously during the period between
2016 and 2020 (as presented in the following Table). Such a trend is expected to be followed
by deteriorating statistics on the matter of youth activity on the labor market.

Table 1: Contingent of the youth on the labor market (15-24 years of age) in Serbia, 2016 — 2020 (000)

Young-age population (15-24) 756.9 740.0 727.1 716.0 705.3
Active 229.3 226.7 218.2 212.1 199.6
Employed 149.3 154.4 1534 153.8 146.4
Unemployed 80.0 72.3 64.8 58.3 53.2
Inactive 527.6 513.3 508.9 503.9 505.7

Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia — Bulletin, 2017
— 2021, Belgrade

Precisely, the number of active youth population decreased, at almost double the rate
compared to the decrease in the population. Namely, the Compound Annual Growth Rate
(hereinafter: CAGR) of the youth population was -1.75%, suggesting that on average the
number of the youth decreased by 1.75% per annum. On the other hand, the number of the
youth that was active on the labor market decreased by 3.41% on average.

However, the structure of the active youth population changed during the observed period,
with the number of those unemployed decreasing significantly more compared to those who
were employed during the period. Precisely, the number of the unemployed youth
decreased by 9.7% per annum on average during the period, compared to 0.49% among the
employed youth population. Inactive youth population decreased on average by 1.05% per
annum during the observed period. Thus, despite decreasing number of the youth in
general, both the rates of employment and rates of unemployment in fact improved over
the observed period. Such change in the structure of the active youth population is
presented in the following Figure.

11t should be noted that the population older than 24 years of age could be also considered young people in
terms of employment. However, the official statistics recognizes only those in the age spectrum between 15
and 24 as the youth on the labor market
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Figure 1: Structure of the youth active on the labor market — numbers of employed and unemployed, 2016 —
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Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia — Bulletin, 2017

— 2021, Belgrade

In order to gain a better perspective in regard to the mentioned aspects of the labor market,
the data will be presented in the form of rates:

e Rate of activity represents the number of youth active on the labor market in the

total youth population in a country;

e Rate of employment represents the number of employed youth in the number of the

total youth population in a country;

e Rate of unemployment represents the number of unemployed in the total number

of active youth and

e Rate of inactivity represents the number of inactive youth in the total youth

population in a country.

The relevant data is presented in the Table.

Table 2: Relevant youth labor market rates (15-24 years of age), 2016 — 2020 (%)

Year 2016
Rate of activity (%) 30.29%
Rate of employment (%) 19.73%

Rate of unemployment? (%) 34.89%
Rate of inactivity (%) 69.71%

2|t should be noted that different frames of reference are utilized for the calculation of the rate of employment
and rate of unemployment. Thus, these rates do not complement each other, i.e. their values do not amount

to 1 (100%).

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross

2017
30.64%
20.86%
31.89%
69.36%

PAONRS
30.01%
21.10%
29.70%
69.99%

2019
29.62%
21.48%
27.49%
70.38%

2020
28.30%
20.76%
26.65%
71.70%

Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia — Bulletin, 2017
— 2021, Belgrade

Primarily, the data suggest deteriorating level of overall activity of the youth on the labor
market in Serbia, as decreasing proportion of the youth population chose to take an active
role on the market. The trend could be observed by the decreasing rate of activity (during
the period decreased by 2 p.p) and increasing rate of inactivity (during the relevant period
increased also by 2 p.p). However, in order to obtain better understanding of the presented
data, these should be compared to statistics in other countries. In regard to the rate of
employment, as a share of the employed youth in the total youth population in a particular
country, the data in 2020 were as follows:

Table 3: Rate of youth employment (20-29 years of age), 2020 (%)

Rate of youth employment (%)

Malta 79.5
Switzerland 79.2
Iceland 77.8
Slovenia 63.9
Hungary 63.6
EU 61.3
Romania 59.1
Croatia 57.7
Bulgaria 54.6
Serbia 49.3
North Macedonia 45,5
Greece 43.8
Italy 42.4

Source: EUROSTAT Database:
https://ec.europa.eu/eurostat/databrowser/view,/tesem070/default/table?lang=en

The youth?® in Serbia is among the least employed compared to the EU and other European
countries, with only 49.3% of those aged between 20 and 29 in employment in 2020. In
contrast, the highest rates of youth employment were recorded in Malta, Switzerland and
Iceland. Among regional countries, the youth was most employed in Slovenia and Hungary,
with values above the EU average.

Moreover, Serbia did not rank better in terms of unemployment of the youth neither.
Namely, in 2020, Serbia recorded the fifth highest rate of youth unemployment.

3 Regarding the ratio, youth encompasses those aged 20-29.
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Table 4: Rate of youth unemployment (15-24 years of age), 2020 (%)

Rate of youth unemployment (%)

Spain 38.3
North Macedonia 35.7
Greece 35.0
Italy 29.4
Serbia 26.6
Croatia 21.1
EU 16.8
Bulgaria 14.2
Slovenia 14.2
Hungary 12.8
Switzerland 8.6
Czech Republic 8.0
Germany 7.5

Source: EUROSTAT Database:
https://ec.europa.eu/eurostat/databrowser/view/tesem140/default/table?lang=en

According to the data provided by the EUROSTAT, only four countries performed worse than
Serbia in terms of youth unemployment in 2020 — Spain, North Macedonia, Greece and Italy.
In contrast, the youth was least unemployed in Germany, Czech Republic and Switzerland.
Among other regional countries, the lowest rates of youth unemployment were recorded in
Hungary and Slovenia. Therefore, these two countries in 2020 had the highest rates of youth
employment and also the lowest rates of youth unemployment. Additional efforts are
needed in order to catch up with the EU average in regard to the both presented indices in
the Republic of Serbia.

Moreover, on an internal level, when compared to the unemployment rate of the entire
working age population (15-64 years of age), youth unemployment rate was almost three
times higher in 2020 (9.10% vs. 26.65%, respectively). In addition, the decreasing dynamics
of the two unemployment rates during the period 2016 — 2020 were quite different, with
the rate decreasing by 11.23% per annum on average among working age population and
6.51% among the youth only. Since the decreasing dynamics among the entire working age
population was almost two times higher when compared to the youth only, the figures
clearly suggest that the youth encountered more challenges when looking for a job. Also,
presented country-wide labor market rates could be further elaborated on the regional
basis.

Page | 8
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Table 5: Regional distribution of the youth on the labor market (15-24 years of age), 2020 (%)

Sumadijaand  Southern
Belgrade Vojvodina Western and Eastern

e Region Region Serbia Serbia S O
Region Region
. Page | 9
Rate of activity (%) 28.2 30.2 27.7 26.9 23.2 356
Rate of employment (%) 21.4 23.3 20.0 17.9 16.6 26.7
Rate of unemployment (%) 24.1 22.8 27.7 33.4 283 25.1
Rate of inactivity (%) 71.8 69.8 72.3 73.1 76.8 644

Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia in 2020 — Bulletin,
2021, Belgrade

Compared to the number of the youth in each respective region, the most were active and
employed in Vojvodina Region. Precisely, over 30% of the youth aged 15-24 in Vojvodina
were active on the labor market in 2020, almost 2 p.p. more compared to the country-wide
level. Moreover, 23.3% of the young population was employed in Vojvodina in 2020, almost
1.6 p.p. more compared to the level of the entire country. In contrast, the youth was least
active in Southern and Eastern Serbia, where the highest rate of unemployment among the
youth was recorded in 2020. However, it should be stressed that the region is in general
characterized by less developed economic activity, compared to the rest of the country, and
primarily compared to Belgrade and Vojvodina Region. The data presented in the Table also
suggest that better labor market performances were achieved in settlements other than
urban in 2020. Also, when based on the sex, the activity rate among men was 35.1%, which
in 2020 was 14 p.p. more compared to the activity rate of women of the same age.
Therefore, young women were more affected by adverse labor market trends compared to
young men.

Figure 2: Rate of activity by sex (15-24 years of age), 2020 (%)

0 5 10 15 20 25 30 35 40

Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia in 2020 — Bulletin,
2021, Belgrade

Considering that a number of youth population is inactive on the labor market due to
enrollment in education or training, a significant ratio is NEET rate, that refers to a person
who is unemployed and not receiving an education or vocational training. The dynamics of
the mentioned rate is presented in the following Figure.

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross
Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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Figure 3: NEET rate (and trendline) — Serbia, 2016 — 2020 (%)
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Source: Statistical Office of the Republic of Serbia, Labor Force Survey in the Republic of Serbia — Bulletin, 2017
— 2021, Belgrade

There was an obvious declining trend in the value of NEET rate during the observed period,
with exception of the year 2020. However, labor market in Serbia (as in every other country
around the world) in 2020 was strongly affected by COVID-19 crises, that led to lay-offs in a
number of companies around the country. Therefore, the trend is encouraging, suggesting
that a growing number of young people chose to enroll in either education or training or to
get a job. In order to better assess the presented values, NEET values should be compared
with the surrounding countries.

Table 6: NEET values, 2019 (%)

Slovenia 7.0
EU 10.0
Hungary 11.0
Croatia 11.8
Bulgaria 13.7
Romania 14.7
Serbia 15.3
Montenegro 17.3
North Macedonia 18.1
Bosnia and Herzegovina 21.2
Albania 25.8

Source: International Labor Organization, ILOSTAT database

In 2019, value of NEET rate in Serbia was lower compared to Bosnia and Herzegovina,
Montenegro, Albania and North Macedonia (countries that are still not EU Member States),
while higher value was recorded when compared to other countries in the region that had
become part of the EU. Therefore, the data suggest that there is room for improvement, i.e.
for better enrollment of the youth in education, training or on the job market. In order to

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross
Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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achieve so, the youth needs to be encouraged, motivated and supported by the relevant
governing bodies and other relevant stakeholders.

Education

Education is an important and integral part of finding proper employment opportunities. It
is traditionally thought that people with high education more easily find employment, often
with better working conditions compared to those with lower levels of education. However,
in the ever-changing world and highly-dynamic economic environment, formal education is
no longer considered sufficient, since most employers seek additional skills from job
candidates, even for entry level jobs. The topic will be further elaborated in the following
parts of the document. Apart from the data on position of the youth on the labor market in
Serbia, this part will also encompass some essential statistics on education in the country
and comparison with other relevant countries in the EU and other European countries.
Education is also among the topics of the World Economic Forum’s Global Competitiveness
Report (Index), where an indicator — Mean years of schooling is calculated and encompassed
in the final calculation of the Index. Values of the mentioned indicator in 2019 were as
follows.

Table 7: Countries by Mean years of schooling, 2019

Mean years of schooling*

Germany 14.13
Switzerland 13.85
Slovenia 12.27
Hungary 11.89
Bulgaria 11.81
Croatia 11.20
Montenegro 11.20
Albania 11.20
Serbia 11.13
Romania 10.98
North Macedonia 9.80
Bosnia and Herzegovina 9.69

Source: The World Bank Database:
https://tcdata360.worldbank.org/indicators/h20c6a2fb?indicator=41393&viz=line_chart&years=2017, 2019

With the exception of North Macedonia and Bosnia & Herzegovina, where people spend less
time in education, but also Slovenia, where people tend to spend more time in education,
other regional countries had similar values of the indicator as Serbia. In Serbia, people spend
11.13 years in education on average, while the value in Hungary was slightly higher —11.89
years. However, the values are still lower compared to other, more developed countries in
Europe, such as Switzerland and Germany, where people spend around 14 years in
education, on average. Thus, it could be said that more years in education lead to better

4 Average number of completed years of education of a country’s population aged 25 and older
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overall economic performances of a country, but also to better employment opportunities
for the youth upon completion of formal education.

Another aspect of education in Serbia is a number of newly enrolled students in tertiary
education, as well as a number of students in regular secondary education in each of the
observed years of the period between 2016 and 2021. The data is presented in the following
Figures.

Figure 4: Newly enrolled students in academic / vocational studies, 2016 — 2021
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Source: Statistical Office of the Republic of Serbia Database: https://www.stat.gov.rs/en-
US/oblasti/obrazovanje/visoko-obrazovanje

During the observed period, but also in prior years, there was an obvious declining dynamics
of newly enrolled students in academic / vocational studies. During the previous five-year
period, the numbers declined in all, with the exception of the last year of the period, when
more students enrolled in the studies, compared to the year before. Declining dynamics
could also be identified among students in regular secondary education. The trends were
primarily affected by decreasing population of the country, decreasing average size of a
household in the country, but also by a number of families that emigrated to other countries
across the world.
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Figure 5: Number of students in reqular secondary education, 2016 — 2021

253.000

252.108

252.000

251.000

250.011 49 854

250.000

249.000 248.605

248.000
247.000

246.000
16/17 17/18 18/19 19/20 20/21

Source: Statistical Office of the Republic of Serbia Database: https.//www.stat.gov.rs/en-
US/oblasti/obrazovanje/srednje-obrazovanje

As modern world is characterized by knowledge-based economies, those countries with better
enrolment of the youth in education will most likely have lower rates of youth unemployment,
but also better performances in regard to innovation and development of an extensive, diverse
and value adding SME sector.
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Innovation Potential of the National Economy

There are no precise data publicly available in regard to the involvement of the youth in the

MSME sector in Serbia. However, the sector is of utmost importance for the country’s

economy, as 99.8 percent of economic entities were either micro, small or medium or
entrepreneurial subjects. The number of MSME and entrepreneurs in the country during a Page | 14
five-year period is presented in the following Figure.

Figure 6: Number of MSME and entrepreneurs in Serbia, 2015 — 2019

91.835 96.522 99.967 102.873 103.373

2015 2016 2017 2018 2019

MSMEs m Entrepreneurs

Source: Statistical Office of the Republic of Serbia, Enterprises in the Republic of Serbia by size, 2015 — 2019 and
Statistical Office of the Republic of Serbia, Unincorporated enterprises (sole-proprietorships and partnerships) in
the Republic of Serbia, 2015 — 2019

Both the number of MSME and entrepreneurs increased during the observed five-year
period. However, increasing dynamics of the two groups deferred, considering that the
number of entrepreneurs increased more compared to the number of MSME. Moreover,
both groups contributed to the increased number of people being employed in them.

Figure 7: Number of people employed by MSME and entrepreneurs, 2015 — 2019
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Source: Statistical Office of the Republic of Serbia, Enterprises in the Republic of Serbia by size, 2015 — 2019 and
Statistical Office of the Republic of Serbia, Unincorporated enterprises (sole-proprietorships and partnerships) in
the Republic of Serbia, 2015 — 2019

However, majority of national economies around the world rely heavily on SME and
entrepreneurs. Thus, their number and employment potential do not necessarily reflect the
innovation capacity of a country’s economy. The most widely utilized indicator of a national
economy’s innovativeness is the Global Innovation Index (hereinafter: Gll). Despite the fact
that the index does not deal specifically with innovativeness of the youth, it is still the most
reliable and closest indicator that could be utilized for the purpose. The Index is calculated
for 131 countries around the world (encompassing more than 90% of the world’s GDP?), as
innovation capacity represents the most important factor determining economic,
intellectual and social development. Innovations are nowadays considered not just the main
driving force of economic development, but also a basis of sustainability, in today’s ever-
changing economic conditions, significantly influenced by more frequent technological
breakthroughs. The report on Gll is prepared each year by three widely recognized
organizations: the University of Cornell, INSEAD® and the World Intellectual Property
Organization.

The Index encompasses 84 different indicators and is calculated as average value of two sub-
indices:

e Innovation Input Sub-Index refers to the country’s economy innovation potential.
The sub-index consists of five pillars: Institutions, Human Capital and Research,
Infrastructure, Market Sophistication and Business Sophistication;

e Innovation Output Sub-Index refers to the innovation of produced output. The
sub-index consists of two pillars: Knowledge and Technology Outputs and
Creative Outputs.

lllustration 1: Global Innovation Index Framework

> Gross Domestic Product
6 Business School
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Source: Cornell University, INSEAD and the World Intellectual Property Organization, The Global Innovation
Index Report, 2020

As already mentioned, the index does not calculate innovation in regard to the youth
specifically. Nonetheless, it could be said that the youth is more likely to exhibit innovative
behavior in those economies that are more innovative themselves. In such instances, when
the entire economic, education and social system is based on innovativeness as a significant
value, its citizens (and therefore the youth) are more motivated to learn, innovate and
create. Thus, values of the GllI for previous years will be presented for Serbia, but also other
surrounding (and other relevant) countries, together with values of indicators in particular
relevant fields for the topic, such as education, technology, creativity etc. Country ranking
based on Gll value is presented in the following Table.

Table 8: Country ranking based on Gll value, 2016 — 2020 and nominal GDP per capita in U.S. dollars, 2019

GDP per capita
Country 2016 2017 2018 2019 2020 (20197)

Switzerland 1 1 1 1 1 81,994
Slovenia 32 32 30 31 32 25,739
Hungary 33 39 33 33 35 16,476
Bulgaria 38 36 37 40 37 9,738
Croatia 47 41 41 44 41 14,853
Romania 48 42 49 50 46 12,920
Montenegro 51 48 52 45 49 8,832
Serbia 65 62 55 57 53 7,402
N. Macedonia 58 61 84 59 57 6,093
B&H 87 86 77 76 74 6,073
Albania 92 93 83 83 83 5,353

7 Last pre-pandemic year

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross
Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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Source: Cornell University, INSEAD and the World Intellectual Property Organization, The Global Innovation
Index Report, 2016 — 2020

From regional countries, among the encompassed 130 countries, six ranked within the first
50, and Slovenia achieving the highest rank in all observed years. During the period, B&H
and Serbia achieved the best ranking improvement, with B&H improving its rank by 13 places
and Serbia by 12 places.

In order to prove how important is innovation for a country’s development, values of GDP
per capita (nominal, in U.S. dollars) are also provided in the Table. It could be observed that
countries that are better ranked by Gll also realized higher values of GDP per capita, with
the exception of Bulgaria. Regardless, better Gll value could also mean better and higher
value added in activities across the economy, with better use of technology and knowledge
and more efficient processes, while at the same time preserving scarce production
resources. Therefore, improvement in innovation is necessary for achievement of
sustainable development in the long-term. As Gll encompasses particular components that
are of more interest for the topic of the paper, the relevant data will be presented in more
details.

Table 9: Serbia ranking on particular pillars of the Gll, 2020

Institutions 45
Human Capital & Research 59
Infrastructure 44
Market Sophistication 101
Business Sophistication 64
Knowledge & Technology Outputs 41
Creative Outputs 66

Source: Cornell University, INSEAD and the World Intellectual Property Organization, The Global Innovation Index
Report, 2020

Relative to its overall position, the country ranked worse in regard to the Human Capital and
Research, that are of significant importance for sustainable economic and social
development in today’s knowledge, data and technology driven world. Especially worrisome
is the ranking in regard to education, where the country ranked 81%, which is almost 30
places worse compared to the overall ranking (53). Expenditures on education, as well as
government funding of education were low in all the previous years. Dated education
methods still in use in the country are most certainly one of the inhibitors of innovation and
creativity among young people. Moreover, PISA test® results were also discouraging as the
country placed 44™ out of 77 countries in 2018 (from other regional countries, only Croatia
—37% and Hungary — 33" were ranked better)®. In other words, students in Serbia are not
thought on how to implement the knowledge in real-life situations, meaning that the

8 PISA is the OECD’s Program for International Student Assessment. PISA measures 15-years-olds’ ability to use
their reading, mathematics and science knowledge and skills to meet real-life challenges.

% OECD, Pisa 2018 Results, Combined Executive Summaries:
https://www.oecd.org/pisa/Combined_Executive_Summaries_PISA_2018.pdf, 2019
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education system in the country lacks practical knowledge, while students are at the same
time burdened with theoretical knowledge. Other disadvantages of the current education
model implemented across the country will be presented in the following parts of the paper.
In terms of Research & Development, the country ranked by a single place worse compared
to the overall Gll ranking.

Another Gll area of significance for the paper is Business Sophistication, where the country
ranked 64, which is 11 places worse than the overall ranking of the country by GlI. Precisely,
the country fell behind in the aspect of Knowledge workers, Innovation linkages and
Knowledge absorption. Therefore, in terms of the entire sub-index Innovation Input, the
country should aim to improve the quality of its knowledge based inputs in the future, with
increasing quality of education, that would be based on more practical knowledge and
better preparedness of students for future needs of the real-life labor market.

In terms of pillars of the other sub-index Innovation Output, the country ranked better in
Knowledge & Technology Outputs compared to its overall Gll ranking, but at the same time
worse in Creative Outputs, proving that improvements and developments are possible and
needed, so as to make economic outputs of the entire country more innovation based. The
country ranked especially low (country rank 94) in Intangible assets, with lack of trademarks
and global brands created in the country as well as ICT creation.

Thus, the GlI values provided contextual data on how the country’s economic and social
systems motivate and affect individuals to innovate and create. Another indicator, utilized
inthe EU — European Innovation Scoreboard, similarly showed that Serbia is among the worst
performing countries among the EU and its neighboring countries. According to the most
recent data, in 2019 Serbia ranked 31t out of 38 encompassed countries, and was identified
as Moderate Innovator®? at 61.7%*! of the EU average. Thus, the country fell behind the EU
average significantly.

10 Countries are classified into four performance groups: (1) Innovation Leaders with performances above
125% of the EU average, (2) Strong Innovators with performances between 95 and 125% of the EU average,
(3) Moderate Innovators with performances between 50 and 95% of the EU average and (4) Modest Innovators
with performances below 50% of the EU average.

11 Relative to EU 2019 in 2019. When compared to performance of the EU 2012 in 2012, Serbia was at 53.9%
of the EU average and in 2019 at 67.1%.
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Figure 8: European Innovation Scoreboard®?, 2019
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Source: Maastricht University (Maastricht Economic and Social Research Institute on Innovation and
Technology — MERIT), European Innovation Scoreboard, 2020

The values are calculated as an average of 27 indicators across ten areas: Human Resources,
Attractive Research Systems, Innovation-friendly Environment, Finance and Support, Firm
Investments, Innovators, Linkages, Intellectual Assets, Employment Impacts and Sales
Impacts.

Innovators area encompasses innovation performances primarily of the country’s SME
sector. Moreover, the country achieved best performances in this area, compared to all
others. The area encompasses three indicators:

1. SMEs product / process innovations;
2. SMEs marketing / organizational innovations and
3. SMEs innovating in-house,

with the following indicators’ values:

12 Colored columns show countries’ performance in 2019, using the most recent data for 27 indicators, relative
to that of the EU in 2012. The horizontal hyphens show performance in 2018, using the next most recent data,
relative to that of the EU in 2012. Grey columns show countries’ performance in 2012 relative to that of the
EU in 2012.

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross
Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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Table 10: European Innovation Scoreboard, Innovators pillar, Serbia, 2019

Relative to EU 2019 Performance re.latlve to EU
Element . i
in 2019

2012 2019

Innovators 96.4 107.7 86.2
UL A 98.9 108.1 98.6
Innovations
SMEs marketing /. 843 107.4 69.3
organ/zat/ona/ Innovations
SMEs innovating in-house 105.5 107.5 91.9

Linkages 67.6 59.3 86.2

Innovative SMEs collaborating
with others
Source: Maastricht University (Maastricht Economic and Social Research Institute on Innovation and
Technology — MERIT), European Innovation Scoreboard, 2020

92.3 95.2 91.7

Another perspective of the SME sector in the country is encompassed within the area
Linkages, with an indicator Innovative SMEs collaborating with others. The value is presented
in the previous Table, together with other indicators and areas directly involving the SME
sector in the country.

According to the data by the Ministry of Economy?*? in regard to the Scoreboard, insufficient
level of SME innovation in the country is a result of low level of technological innovation and
weak relationship between education, research institutes and commercial sector.
Moreover, non-technological innovations in regard to the improvement in organization and
marketing, advanced utilization of ICT etc. were also insufficiently used in SMEs.

Overall, the levels of innovativeness and cooperation of SMEs not just in Serbia, but also in
other countries in the region, fall behind the values in the EU. Moreover, international
operations of SMEs in the country are limited, with low internationalization levels, relying
solely on sales from domestic market. With such limited operations abroad, these
enterprises are at risk from being beaten by multinational companies even on their domestic
market. Stronger, more competitive, more innovative and more internationalized SME
sector in the country would fuel the overall economic development and employment of not
just the youth, but other age groups as well, as the SME sector as no other has a possibility
to mobilize knowledge, abilities and productivity of the people.**

13 SME and Entrepreneurship Department, Ministry of Economy, Report on Small and Medium Enterprises and
Entrepreneurship for 2018, Belgrade, 2020
4 bid.

Encouraging Young People to Participate in Innovation and Entrepreneurship in the SRB-HU Cross
Border Region through Knowledge Transfers and Scholarships — Republic of Serbia
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Youth Labor Market Gaps

Although the number of investments in the Republic of Serbia, both domestic and foreign,
has been growing, and new job positions have been continuously opened, those could not
always be fulfilled, due to the lack of adequate candidates that could meet their criteria. As
the previous analysis showed, the percentage of unemployed young population is very high
year by year, which is in contrast to the fact that the number of companies and new job
positions in the country have been increasing. During the five year period (2015 —2019) the
number of companies in the Republic of Serbia grew by CAGR of 3%, while the number of
entrepreneurs grew by CAGR of 5,5%.

Figure 9: The number of companies and entrepreneurs in the Republic of Serbia, 2015 — 2019

350.000
288.308
300.000 272.969
257.267
232.765 243.590
250.000
200.000
150.000
92.329 97.023 100.488 103.413 103.939
100.000
50.000
2015 2016 2017 2018 2019
Companies Entrepreneurs

Source: Statistical Office of the Republic of Serbia, Enterprises in the Republic of Serbia by size, 2015 — 2019 and
Statistical Office of the Republic of Serbia, Unincorporated enterprises (sole-proprietorships and partnerships)
in the Republic of Serbia, 2015 — 2019

From the total number of companies in 2019, 99.4% of them were MSMEs, and in the total
number of economic entities, MSMEs and entrepreneurs had share of 99.8%, which means
that these subjects have been the main driver of the economy in the Republic of Serbia. This
is supported by the fact that MSMEs and entrepreneurs contributed to the total
employment with 65.5%, and to the total achieved gross value added with 60%. The number
of MSMEs, the same as the total number of companies, recorded a CAGR of 3% during 2015
— 2019. The greatest CAGR in this period had medium companies — almost 5%, then small
companies — 4.9%, while the micro companies had the lowest recorded CAGR — 2.7%.%
During the same period, the number of entrepreneurs increased by CAGR of 5.5%.%°

On the other hand, although the number of companies increased year by year, the previous
analysis showed that the youth activity rate recorded continuous decrease during the period
2017 — 2020, and youth employment rate was relatively stable, until the year 2020, when it

15 Statistical Office of the Republic of Serbia, Enterprises in the Republic of Serbia by size, 2015 — 2019

16 Statistical Office of the Republic of Serbia, Unincorporated enterprises (sole-proprietorships and partnerships)

in the Republic of Serbia, 2015 — 2019
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recorded decrease in comparison to the previous year, 2019. It is also important to mention
that, although the changes during the analyzed period were not significant, the values of
youth unemployment rate were high every year, especially in comparison to the EU average.
Another issue, that could not be shown using statistical data, is the fact that even the youth
that is employed, often encounters problems, such as informal employment, part-time
employment, the job that requires qualifications lower that the ones the employee has etc.’

The main problem lies in the disparity between the needs of the companies and their
employers on one side, and the knowledge and experience of young candidates that are
entering the labor market, on the other. What employers want and expect are new
employees that are prepared to conduct tasks and activities independently from the very
moment they enter the company, with the previous short and efficient training provided for
them, but most often that is not the case. New young employees, after the graduation or
with limited work experience, need long-term support, mentoring and feedback, which
takes up alot of acompany’s resources, primarily the time. Companies expect that the young
employees should have been prepared for their jobs during the period of education, but
universities and schools in the country do not provide sufficient focus on practical
knowledge, and the apprenticeship in companies during studies most often are not provided
or obligatory. The education system is authoritative, theory based and does not encourage
students to engage themselves into the labor market (through various practices) before the
completion of studies. This problem affects micro and small enterprises the most. Due to
their size and limited resources, they are usually not ready to employ young people without
or with low working experience, but rather prefer employees with substantial experience
necessary for job position, that would be fully prepared to contribute to the company’s
activities from the day one on the job. Micro and small enterprises and entrepreneurs most
often do not have HR departments, also due to the limited resources, which makes it
additionally challenging to recruit the adequate young population, and directs the
management towards selecting necessary workforce from candidates with work experience.
Therefore, employment possibilities for the youth within MSMEs have remained limited.

This represents a problem for companies, but also for the students, when finding and
applying for the first job positions in their careers. While they are burdened by extensive
university curricula, exams and a lot of theoretical information during their studies, they are
not encouraged or supported to look for practical experience prior to graduation, and the
education system usually does not obligate them to.

As this is not the case only in the Republic of Serbia, but in many countries around the world,
it can be presented by a students’ survey conducted in RUDN University, for the purposes of
study Problems and Trends of the Youth Labor Market and Youth Labor Mobility in the
World.* The survey showed that the main cause of difficulties in finding a job is lack of work
experience (mentioned by 86.2% of respondents). Also, respondents mentioned high salary

17 Bobi¢ Danijela, Youth Entrepreneurship in Serbia, Mapping barriers to youth entrepreneurship, Belgrade,
2017

8 Maria Fedorovna MIZINTSEVA, Anna Romanovna SARDARIAN, Alena Aleksandrovna PETROCHENKO, Mariia
Aleksandrovna CHAVYKINA, Problems and Trends of the Youth Labor Market and Youth Labor Mobility in the
World, 2017
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as a main factor that determines which job they would choose (89.2% of them), which is a
rare condition provided by the employers for the youth starting their careers. They were
also asked about the causes of the inadequate material situation of the youth, where the
most common answers were: employers’ unwillingness to hire young people without
sufficient work experience (71.7% of respondents), low salary level (65.2% of respondents)
and problems with employment (58.7% of respondents).

The harmonization between the expectations of the youth entering the labor market and
the expectations of employers and work conditions that they are prepared to offer, could
be met by:

e Improvements in education system;

e Properinformation provided to students regarding the advantages of apprenticeship
in companies during the studies;

If the education system was more stimulating, based on practical knowledge, more flexible
and if it provided the skills necessary for easy adaptation of students to their future work
positions, employers would be more likely to propose more stimulant salaries, and other
elements of working conditions. That way, companies would gain new employees well
prepared for their work tasks, well-motivated (by the work conditions, but also as a result of
the fact that the youth is usually more ambitious, creative and willing to deal with
challenges). On the other hand, the youth unemployment rate would decrease, as well as
the average time for finding a job, while the working time in one company would probably
be longer, which is positive both for the employers and employees.

However, the process of changing the education system, besides more financial funds,
requires better and more frequent communication between the economy (companies, as
the future employers of the youth) and universities and vocational schools (as the ones that
prepare the youth for entering the labor market). For example, although the dual education
is implemented and has existed for some time now, the problem is in its implementation,
due to the fact that, in practice, almost all responsibilities are on the companies, rather than
on schools, which can represent a significant cost for the company, and not always sufficient
benefits. That is one factor that shows the importance and the need for better cooperation
between companies and education system, but this would also lead to a better overall
understanding of the needs of the economy, and, consequently, better preparation of
students for their future careers. Further, more frequent and better implementation of dual
education would also provide currently lacking workplace socialization and learning through
cooperation among students.

There is also a solution outside already established companies and the youth applying for
the jobs in them, and this one requires education of students on the possibilities that offer
entrepreneurship and self-employment.

Entrepreneurship and innovation are even more constrained, due to the fact that they are
not only limited by the education system in terms of practical knowledge that it provides,
but also by:
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e Limited funding sources;
e Lack of multidisciplinary knowledge and

e Insufficient incentives that would encourage and motivate students to follow their
innovative ideas and establish their own businesses.

Due to limited funding sources for developing their own innovative business idea, young
people are often demotivated and give up on the implementation. After graduating
vocational schools and universities, with usually no previous work experience, they do not
have sufficient amount of financial sources available for the establishment of their own
businesses. Banks are very restrictive in lending the financial funds even to the existing SMEs,
due to the risk connected to their size, but especially when the financials are directed to the
young entrepreneurs. For example, the Study of the Challenges that Hinder MSME
Development in the Republic of Serbia®® includes the survey conducted among the
entrepreneurs that started their business in the previous two years and the entrepreneurs
that are planning to start their business in a period no longer than a year from the date when
the survey was conducted. It is important to emphasize that all the respondents were
younger than 45 years, while 10% of them were younger than 25 years and 60% were in the
age group 25 — 34 years. The total of 53% of the entrepreneurs pointed out that it was
difficult to provide the financial funds, and only 11% suggested that this was not an issue.
Besides the conditions set by the banks that are almost impossible to live up to for the SMEs
and entrepreneurs, it is also a problem that in the Republic of Serbia they do not have many
suitable alternatives when looking for the funds. Alternative financing sources, such as
venture capital funds, micro financing, crowd financing etc. either do not exist, or are
underdeveloped, primarily due to the lack of legal framework that would organize their
functioning. The previously mentioned Study referred to this topic as well, by researching
whether and in which scope are the entrepreneurs familiar with various financial sources
and would they be willing to choose them. The results of this part of the mentioned survey
will be presented in the following Figure.

Figure 10: Results of the survey on the topic of entrepreneurs’ knowledge about various financial sources and
their willingness to use them

19 Nigel Culkin, Richard Simmons, Study of the Challenges that Hinder MSME Development in the Republic of
Serbia, Report conducted for the British Council and Swedish Institute, 2018
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The financial resources represent a limiting factor both for the innovative projects of SMEs
and for the ideas of entrepreneurs. That is why it is of high significance to provide better
promotion and education on the topics of available financial sources (other than bank loans),
criteria that have to be met for applying for those sources and the decision making process
when choosing one, or the combination of them. This problem is even more frequent among
young entrepreneurs, due to the lack of experience and previous business successes, that
put them into a high risk category when applying for some sort of financial funds. As it was
previously mentioned, alternative financial sources in the Republic of Serbia are
underdeveloped, while the banks rarely choose to finance micro enterprises, due to high
risks. According to the latest available data, only 6 out of 30 registered and active banks in
the Republic of Serbia were financing youth entrepreneurship projects.?° Due to that, the
youth is left with the one possible and most probable financial source, and those are the
funds provided by the Government, through the programs of different institutions, such as
Development Agency of Serbia, Development Fund of the Republic of Serbia etc. Those
programs should be more promoted among the youth, and that is one of the reasons why
the following issues are important.

Lack of multidisciplinary knowledge refers to the fact that young people from different
educational areas of non-economic sciences and technologies and with innovative ideas,
during the studies usually do not gain the fundamental knowledge of economics and law
necessary for implementing their business ideas and establishing a company. This is also a
very limiting factor in starting a new business and can have discouraging impact on a young
person who perhaps has technical knowledge for the implementation of the idea, but does

20 Bobi¢ Danijela, Youth Entrepreneurship in Serbia, Mapping barriers to youth entrepreneurship, Belgrade,
2017
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not know how to support the idea and business from the aspect of investment projections,
financial projections, relevant law regarding the establishment of a company etc. If one
decides to consult an agency or consulting company for the matter, the issue of previously
mentioned limiting factor (financials) would arises again.

Incentives that encourage and motivate students to follow their innovative ideas and
establish their own businesses should also start from the education system. Universities and
school systems focus on the preparation of students for the future profession, but most
often fail to encourage innovative thinking and awareness about possibilities outside the
large companies, as well as to educate them on the topic of significance and potentials that
the entrepreneurship provides and development of own innovative ideas. After finishing the
studies and schools, majority of the young population decides to start their first job as a part
of a company, in other words, to work for an employer — 79% of them, while only 11%
chooses to become self-employed. Observed from the sex structure, only 5.6% of women
chooses to start their own business.?! The encouragement and stimulation of all forms of
employment, self-employment and entrepreneurship of the youth is also one of the general
strategic goals set by the National Youth Strategy. The Strategy suggests that the
entrepreneurial skills among the youth are not sufficiently developed, as well as their
engagement in self-employment programs, which results from a lack of adequate
educational programs in schools, which would encourage the development of youth
entrepreneurship.?? The fact that the high number of youth was interested in attending the
trainings for entrepreneurs within the Agency for MSME — 86.8% of attendants were young
population, shows that the interest of the youth exists.?3 This supports the mentioned issues,
while it is shown that, when given a proper chance to explore their entrepreneurial
possibilities, the youth is more than interested in using those chances. Programs as this one
should become a continuous practice, available to the youth everywhere across the country.
The National Youth Strategy also recognized a specific goal regarding empowering the youth
to actively, responsibly and efficiently manage their careers. This goal should be achieved by
implementing a couple of measures, and one of them is “Implementation of information and
courses on career guidance and advising, state and perspectives on the market,
entrepreneurship, work ethics, volunteering programs, practices and internships, the
concept of lifelong learning etc. in the scope of curricular and extracurricular activities”.

Due to the all mentioned issues, even though the percentage of youth willing to start their
own business and implement their entrepreneurial ideas remains high in comparison to the
general population, and amounts to 36%, the percentage of those who actually start the
business is significantly lower.?*

Even when the youth is able to overcome the mentioned obstacles, and to establish a solid
foundation for starting their own business, the problem of fiscal and parafiscal system

21 National Youth Strategy (Pursuant to Article 17, paragraph 1 and Article 45, paragraph 1, of the Government
Law — “Official Gazette of RS”, no. 55/05-correction and 101/07)

22 |bid.

3 |bid.

24 Bobi¢ Danijela, Youth Entrepreneurship in Serbia, Mapping barriers to youth entrepreneurship, Belgrade,
2017
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follows. Observed only from the aspect of youth and not generally, the fiscal and parafiscal
system in the Republic of Serbia has set high values of obligations, which could have a
discouraging effect when deciding whether or not to proceed with the process of starting
own business.

While the explained issues target the general youth population, in other words, all of the
young people that are willing to start their own business and follow their innovative ideas,
there are some obstacles that target individual groups of youth, making it even more difficult
for them to achieve their goals. Those groups are:

e Youth with the most developed skills regarding innovative industries — business
environment in the Republic of Serbia is still not sufficiently prepared to support
innovative industries and fast changes on the global market;

e Youth with secondary education — on the republic level, it is necessary to provide
institutional and legal framework for organizing the market of craftsmen and their
operating;

e NEET group of youth — as the detailed information about the participants of this
group are usually not available, it is very hard to form particular measures for their
engagement in the labor market;

e Women —as in many other social and economic spheres, the issue of engagement of
women in entrepreneurship still remains a problem;

e Socially vulnerable youth group — besides the existence of the law that prevents the
discrimination, its practical implementation often falls short.?>

All of the mentioned problems concerning the youth employment and entrepreneurship
were also recognized by the Industrial Policy Strategy of the Republic of Serbia from 2021 to
2030. This Strategy mentions, as some of the main conclusions of the labor market analysis,
that:

e Increasing the scope and improving the quality of education, its innovativeness and
relevance, becomes a central issue to ensure continuous economic growth and
development in the conditions of the fast decrease of working population;

e Compared to its level of development and public revenues, Republic of Serbia
allocates relatively low amounts of funds for education. The share of outlays for
education in GDP has declined over this decade, and is below average of not only the
EU, but the region as well, with labor costs dominating the structure of outlays;

e The higher education coverage is high, but its structure is not optimal in respect to
the demand, and quality varies among different universities;

e Employers’ surveys show that employers have critical view of the knowledge and
skills graduates are equipped with when graduating from high schools or universities.

%5 |bid.
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Likewise, a relatively large inconsistency has been identified between the needs of
employers for particular qualifications and professions, and their availability in the
labor market.2®

It cannot be excluded that the Republic of Serbia has already implemented specific measures

that should contribute to the youth employment and entrepreneurship, covering all of the Page | 28
mentioned, most important issues. The fact that a high number of youth with innovative

ideas and business potentials still decides not to pursue those ideas, shows that there is a

room for more changes and incentives directed to this particular segment. However, official

documents on the republic level, such as the previously mentioned Industrial Policy, National

Youth Strategy and many others, show that there is awareness about the necessity for

further changes and improvements in the empowerment of the youth and their careers.

26 Industrial Policy Strategy of the Republic of Serbia from 2021 to 2030 (Pursuant to Article 38, paragraph 1,
of the Planning System Law — “Official Gazette of RS”, no. 30/18)
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Gap Filling Measures

For a long time now, apart from its undeniable importance, the formal education has not
been considered sufficient for acquiring necessary skills for a successful working career.
Precisely, formal education systems often need more time to change and develop, while
labor market conditions and requirements change almost constantly. Thus, young people
are most often not prepared for challenges that are regularly encountered in a working
environment. In addition, SMEs often lack a proper (or any, as a matter of fact) human
resources department that would be responsible for appropriate identification and
provision of required training to the young newly-employed. In increasingly complex world
that is the today’s world, students need to acquire knowledge and skills of tomorrow (of the
future). Therefore, students need to be able to think critically, solve problems creatively and
innovate. Only then will they be prepared to take on the problems and job requirements of
the future.

There is, therefore, a rising pressure on the youth to take up particular innovative, non-
formal and informal?’ learning techniques, in addition to formal education, so as to prepare
themselves for requirements of their future workplace. These methods are intended to fill
all the gaps left by formal education, that is in the country often characterized as rigid and
based on dated trends and data that have become increasingly irrelevant for the modern
world, that is prone to change. Additionally, these methods provide the youth with an
opportunity to shape their education according to their respective needs in order to acquire
necessary knowledge and skills in minimal time and at the lowest cost.

Science-technology parks

Establishment of science-technology parks in close cooperation with universities (or as their
integral parts) and companies is a learning method that has been more frequently in use in
the country. Such institutions provide different benefits to the youth. Primarily, they provide
an opportunity to participate in different projects, from their conception to their
completion, and hence utilize the knowledge acquired through formal education, but also
acquire additional knowledge that is in regard to real-life workplace challenges.

Additionally, such institutions provide opportunities for peer to peer learning, as projects in
realization usually encompass students from different universities with different learning
backgrounds and knowledge bases. By including people from companies, as well as mentors,
students are able to acquire practical knowledge and enroll in workplace socialization, thus
exchanging their knowledge and experience. That way, cooperative learning allows students
of technical universities to acquire knowledge in economics and business, that is necessary
for any successful business venture. Implemented projects are sometimes even funded by

27 Non-formal learning usually takes place outside formal learning environments, but within some kind of
organizational framework. On the other hand, informal learning takes place outside schools and universities
and arises from the learner’s involvement in activities that are not undertaken with a learning purpose in mind.
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either private or public sector, with occasional participation of international institutions and
foreign countries.

Moreover, apart from their learning significance, science-technology parks represent
productive basis for establishment of start-up companies, which has been proven in real-
life. Namely, innovative companies and start-ups are headquartered in Science-technology
park in Belgrade, primarily in different technology-intensive activities, that were established
by the youth, and created additional work places for other young people. However, number
of such companies has remained limited due to some of the reasons identified in the
previous part of the document. Such parks could be also utilized by larger companies, in
form of externalized research & development activities. Mentioned could be implemented
through funding of start-ups or specific projects that would be realized within the park.

Therefore, these institutions that could be found across Serbia, e.g. Belgrade, Novi Sad, Ni$
and Cacak represent a fruitful area for development of entrepreneurship and self-
employment, as young and usually inexperienced people are offered motivation, technical
support, developed infrastructure and often additional funding sources, so they could more
easily implement their innovative business ideas. When established in close cooperation
with active companies, they provide significant employment possibilities for the youth,
therefore improving their respective rates of employment and unemployment, but more
importantly, the motivation to stay and work in their country of birth upon graduation.

Dual Education

Dual Education system has been introduced in Serbia in recent years and has since grown to
encompass more schools and companies in different parts of the country. The system
combines apprenticeships in a particular company and traditional, formal vocational
education in vocational schools, in a single course. Even though the system does not directly
improve innovativeness of the youth, it prepares them for requirements of the modern, ever
changing labor market and thus improves their employment chances upon graduation.

The system has expressed a number of advantages, considering that the youth is acquiring
practical, real-world experience parallel to the formal, primarily theoretical education.
Therefore, young people are much better prepared for requirements of the labor market
upon graduation, with a possibility to be employed right away by the company in which they
completed their apprenticeship. That way, the students are better prepared for what is
needed by not just SMEs, but rather companies in general. The apprenticeship also provides
opportunity for timely workplace socialization, when students are taught operational skills
by other employees of a particular company.

The system is most widely implemented in Germany. Despite having particular
disadvantages as well, primarily due to complexity of the system, Germany had the lowest
rate of youth unemployment in Europe. Therefore, implementation of the system with
caution for its disadvantages (such as lower levels of theoretical knowledge among students
enrolled in the program, strict control and support from local and state governing bodies
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etc.) would be beneficial to prepare vocational school students for what is waiting upon
entering the labor market.

Peer to peer learning

As previously mentioned, peer to peer learning could be implemented through activities of
science-technology parks. However, there are other methods for such learning approach.
For instance, more frequent students’ exchange programs and scholarships, where students
would be more motivated to learn from fellow students when found in foreign and unknown
environment.

Peer to peer learning has shown a number of advantages over traditional, formal ex-
cathedra education systems — students, but also the youth in general, have more positive
attitude towards learning when not confronted with autocratic teaching methods that are
most often implemented in the country’s education system on all levels. Moreover, young
people are more motivated to learn from someone who is similar to them and has managed
to learn on their own and is perhaps excited about the topic. Also, when confronted to a
challenge, a group of young people is more motivated to innovate in order to come to a
solution in the easiest possible way. Therefore, students are more engaged through
cooperative learning. All mentioned often lead to better academic achievements, but also
more innovations, since young people with more experience from abroad or gained through
cooperative learning could be expected to more easily decide on starting their own business,
compared to those who went only through formal education. Cooperative learning also
teaches young people responsibility and autonomy in problem solving and decision making,
and improves their self-esteem. It was also shown that peer learning improves
understanding of the matter and self-confidence. All of those are necessary presumptions
of successful business ownership and management.

In order to be successful, cooperative learning should be given a framework and purpose.
More projects and programs are needed, that are developed in a way that motivates and
stimulates peer to peer learning, as well as technical and financial assistance for
implementation of such projects.

Online courses

In technology-driven world, online courses have become increasingly popular and influential
for acquiring required skills or knowledge. In contrast to formal education, online education
is completely flexible, as it can be tailored specifically in accordance with the needs and
interests of the student. The benefit of online courses is that they could most often be
listened to at the pace that suits the student the best, therefore allowing for use parallel to
formal education or even to work.

The mentioned were some of the recently used methods that could be used for better
preparation of the youth for requirements of the job market and as addition to traditional
formal education, that in countries such as Serbia sometimes fall behind current trends, with
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its autocratic learning approach, inflexibility, large groups, lack of interest for best students
and often dated curricula. Therefore, additional education content is needed for the youth,
so that they could be able to begin work with less training provided by the company. Such
projects should primarily motivate students to innovate or begin their own business venture,
but also increase their interests in math, science, technology, engineering and fundamental
financial / economic literacy. Non-formal or informal methods that would be used should
have the following characteristics, i.e. should be:

e Project based;
e Problem based;
e Thinking based and

e Competency based.

In terms of those young people that are motivated to begin their own business venture, and
therefore both self-employ, but also potentially create new work places for other young
people, usually lack required funding, with limited possibilities for external financing, as
financial institutions identify them as too risky. Apart from funding, young entrepreneurs
should be offered technical and professional assistance in those area they lack knowledge
and skills.

Particular tasks for better transfer of technology and innovation within Serbia but also with
other countries were defined as a part of the IF4ATM?® project, that was co-funded by the
Erasmus+ Programme of the European Union. The tasks were defined as a part of the
document Guidelines for Development of Technology Transfer and Innovation Dimension of
the Third Mission of Universities. Even though the tasks were not intended specifically for
them, some of the tasks could also encompass the youth, considering their important role
in the transfer process. The idea is that, due to knowledge-based economies, the academic
sector in modern societies has become increasingly significant for growth and prosperity.
However, apart from the two traditional missions of universities?®, the third encompasses a
wide range of activities involving the generation, use, application and exploitation of
knowledge and other university capabilities, but outside of traditional academic
environments.3® Mission as such would also support younger generations in realization of
their innovative ideas and bringing them to the market.

Some of the following tasks would involve also the youth, that would be therefore motivated
to establish start-ups and remain in the country. Those tasks are the following:

e Improvement of technical and technological research activities;

e Development of science infrastructure;

28 |nstitutional framework for development of the third mission of universities in Serbia

2 Teaching and research

30 |nstitutional framework for development of the third mission of universities in Serbia:
http://www.if4tm.kg.ac.rs/article/about-project/description.html
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Promotion of implementation of scientific and research activities;

e Improvement in knowledge and technology transfer;

e Supporting establishment of companies based on scientific and research activities;
e Establishment of scientific and research clusters;

e Increase in investments of the private sector in research and development etc.

Therefore, a number of methods and techniques could be implemented for better preparation
of the youth for requirements of the labor market, that is often challenging, demanding and
ever-changing. Part of the responsibility for better preparedness is on the youth themselves,
but another part is on the Government and other institutions that should aim to create a
framework that motivates, but also enables learning, innovation, technology and knowledge
transfer and easy funding access for implementation of start-up ideas.

Thus, rather than approach based on a single technique, they should be combined in order to
cover all relevant knowledge and skills needed for employment or even self-employment.
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Conclusion

Statistical data have confirmed that the Republic of Serbia falls behind majority of other
European countries in terms on enrollment of the youth on the labor market. Thus, not just
that the number of young people has been decreasing, but their activity and employment
have remained lower compared to the majority of EU Member States. Moreover, the share
of the youth that is not in employment, but also not in education or training is worrisome,
as their career prospects seem to be vaguer. The country also falls behind the majority of
EU Member States in terms of overall innovation, but also in terms of innovation of SMEs
specifically. With such limited innovation possibilities, especially in regard to formal
education, that seems to fail to motivate students to think critically, create and innovate,
the country’s possibilities to catch up with more developed economies in the West seem to
slip away. The data also clearly suggest that while the number of SMEs in the country
increased in previous years, activity of the youth decreased. The fact goes to show that
establishment of SMEs in the country was not fueled by activity of the youth and fell short
to involve them to a greater extend. Together with employment challenges that are more
frequently met by the youth, their access to the SME sector in the country has remained
limited altogether. Cases of other European countries prove that those with higher average
time spent in schooling are characterized by more active youth, more innovativeness and
also by higher GDP per capita. Consequently, only advanced inclusive education systems and
encouraged and motivated youth can contribute to a long-term sustainable development.

Therefore, a lot has to be done in order to enable, motivate and support the youth to
prepare for requirements of the labor market, or even to innovate through establishment
of own start-ups and companies. Apart from modernization of formal education system,
different projects, scholarships and student exchange programs would help the youth to
acquire necessary skills for twenty-first century business activities and markets, primarily
through transfer of knowledge, technology and experience. Apart from necessary technical
assistance, those that chose to innovate through establishment of business ventures or
start-ups will also need financial assistance for development of technologies, hiring
necessary staff and entering both local and global markets.

Only with involved, innovative, motivated and encouraged youth is the sustainable
development of not just the economy, but the society in general possible in the long-term.
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