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Abstract: Competitive economy is the economy that is able to
create a high and sustainable level of living standards, enabling
all the members of society to contribute and to benefit from the
level reached in prosperity. In the context of competitiveness
analysis on a global level, The World Economic Forum has been
studying Europe’s competitiveness for more than three decades.
Over the years, the WEF has carried out a number of Europe-
specific competitiveness reports covering Member States and
enlargement countries that assess overall Europe’s progress in
accomplishing its competitiveness agenda. The recent WEF
publication: “The Europe 2020 Competitiveness Report: Building
a More Competitive Europe”(2012) has focused attention upon
creation of The Europe 2020 Competitiveness index following
proposed development goals from new European competitiveness
agenda adopted in 2010. This paper provides an analysis and
evaluation of the approach taken by the WEF in measuring level
of competitiveness of the EU, its Member States and selected
enlargement countries. All countries of the region, including
Montenegro, by fulfilling the overall institutional conditions for
EU accession, especially economic criteria of readiness for
membership, i.e. dealing with competition coming from the large
market - are required to define the vision of socio-economic
development, its development directions through which they
would harmonize with the framework Europe 2020 strategy.

Keywords: Europe 2020, Competition Index Europe 2020, the
European Union, Candidate countries, Montenegro development
directions
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1. Introduction

High level of the EU economic prosperity cannotshistained without high
level of competitiveness. Therefore, defining a poshensive reform agenda
that identifies key measures to address the manpettiveness weaknesses of
the EU is needed. The recent World Economic Forubiigation: “The Europe
2020 Competitiveness Report: Building a More CoritipetEurope”(2013) has
focused on creation of The Europe 2020 Competigssnindex following
proposed development goals from ten-year growttexyy — The Europe 2020
adopted in 2010. Following the well-establishedhodblogy the Forum uses to
analyse and measure competitiveness, this Repggturehes and monitors to
what extent the EU is making progress to achieeectimpetitiveness goals set
in its “Europe 2020” Strategy to achieve “smartstainable and inclusive
growth”. Therefore, this paper provides an analymmsl evaluation of the
approach taken by the WEF in measuring level ofpitiveness of the EU, its
Member States and selected enlargement countiiesaim of this paper is to
look more closely to the Europe 2020 strategic ggaiiorities and initiatives in
Section 2, the WEF report on the Europe 2020 caithetess index in Section
3 and Montenegro development direction 2013 — 201%ection 4 as case of a
national development strategy. Section 5 provideglciding comments.

2. Europe 2020 as Development Strategy for the EU Member
States and Countries of Enlargement

The European Commission in March 2010 preparedfa€ouncil in June
2010 adopted the European Union’s ten-year growétes)y — Europe 2020. It
is a development vision of the EU, which also stidag a strategic framework
for the next decade development of a potential icamtel and candidate
countries for the EU membership. Therefore, theetiggment framework of the
EU and its Member States at the same time is alaj@vent framework of
Montenegro and other Western Balkans countiesdvi¢ 2012, 277).

st

Europe 2020 sets out a vision of Europe's sociakebha@conomy for the 21
century that will deliver high levels of employmemiroductivity and social
cohesion. Europe 2020 defined three prioritiess fjpals and seven initiatives
for the next decade focused on long-term growth tbé Union's
competitiveness. Three mutually reinforcing priestto deliver comprehensive
growth are the following: a) smart growth as depatent of an economy based
on knowledge and innovation (more effective invesita in education,
research and innovation); b) sustainable growthpesmotion of a more
resource efficient, greener and more competitivenemy (towards so-called
low carbon economy); and c) inclusive growth asteibsg of a high
employment economy delivering economic, social gmdtorial cohesion (job
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creation and poverty reduction). In order to meagarogress in meeting the
Europe 2020 goals, the document is focused orefiniitiousheadline targets
agreed for the whole EU and each Member Statearatkas of employment,
innovation, education, poverty reduction and clieenergy:

1. The employment rate of the population aged 20-@ulshincrease from
the current 69% to at least 75%, including the tgre&volvement of
women, older workers and the better integratiomajrants in the work
force (this indicator for US and Japan is over 70%)

2. 3% of the EU's GDP should be invested in R&D withcus on
improvement of conditions for private R&D investnhemd development
of an indicator which would reflect R&D and innoiat intensity (R&D
spending in Europe is below 2%, compared to 2.6%enUS and 3.4% in
Japan, mainly as a result of lower levels of pavatestment);

3. Reduce greenhouse gas emissions by at least 20@@aoedto 1990 levels
or by 30%, if the conditions are right; increase #hare of renewable
energy sources in our final energy consumption @62and a 20%
increase in energy efficiency (so-called "20/20/2hate/energy targets);

4. A target on educational attainment which tackles gmoblem of early
school leavers by reducing the drop out rate to 1@ the current 15%,
whilst increasing the share of the population ag@®4 having completed
tertiary education from 31% to at least 40% in 2QB@ indicator in US is
40% and over 50% in Japan);

5. The number of Europeans living below the natiormgpty lines should be
reduced by 25%, lifting over 20 million people aftpoverty (80 million
people were at risk of poverty prior to the crisi®, million of them are
children; 8% of people in work do not earn enoughmake it above the
poverty threshold); related to this indicator, upéwged people are
particularly exposed including problems with fasiging youth
unemployment (Europe 2020, 2010, pp. 8-10);

Above-mentioned set of the EU-level targets is dfaed intonational
targets in each EU country, reflecting different situaioand circumstances.
Despite disparities in levels of development andndards of living, the
Commission considers that the proposed targetsede@ant to all Member
States, old and newer alike, so that each Membate Stan check its own
progress towards these goals. Achieving the EUHergets through proposed
national targets is the common goal, which hasetplrsued through a mix of
national and EU action. Finally, the strategy inles seven flagship
initiatives” providing a framework through which the EU andtiomal
authorities mutually reinforce their efforts in asesupporting the Europe 2020
priorities such as innovation, the digital econonmgmployment, youth,
industrial policy, poverty, and resource efficiency
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Table 1 Europe 2020: An Overview of Priorities andnitiatives

SMART SUSTAINABLE INCLUSIVE
GROWTH GROWTH GROWTH
INNOVATION CLIMATE, ENERGY EMPLOYMENT AND
EU flagship initiative AND MOBILITY SKILLS
"Innovation Union" to EU flagship initiative EU flagship initiative An
improve framework "Resource efficient agenda for new skills

conditions and access to Europe" to help decouple | and jobs' to modernise
finance for research and economic growth from the| labour markets by

!nnovat?on to sFrengthen the yse of resources, by facilitating labour maobility
innovation chain and boost| yecarhonising our and the development of
levels of investment economy, increasing the | skills throughout the
throughout the Union use of renewable sources, lifecycle with a view to
EDUCATION modernizing our transport| increase labour participatiop
EU flagship initiative sector and promoting and better match

"Youth on the move to energy efficiency. labour supply and demand.
enhance the performance of FIGHTING POVERTY

education systems and to | COMPETITIVENESS
reinforce the international

attractiveness of Europe's

EU flagship initiative
EU ﬂagShlp initiative An "European p|atf0rm

: : industrial policy for against poverty' to ensure
higher education the globalization erd' to social and territorial
DIGITAL SOCIETY improve the business cohesion such that the
EU flagship initiative A environment, especially for benefits of growth and jobs
digital agenda for Europe’ | SMESs, and to support are widely shared and
to speed up the roll-out of | the development of a people experiencing poverty
high-speed internet and reapstrong and sustainable and social exclusion are
the benefits of a digital industrial base able to enabled to live in dignity
single market for householdscompete globally. and take an active part in
and firms. society.

Source Europe 2020, EC, 2010, p. 30.

3. WEF’s Europe 2020 Competitiveness Report

Further analysis related to the Europe 2020 stydtaglementation leads us
to the analysis of the EU competitiveness, i.e. metitiveness of the EU
member states including candidate countries fromumgrof the so-called
enlargement countries (Mila¥i2012, 237). Recently published analysis of the
World Economic Forum: “The Europe 2020 Competite®h Report: Building
a More Competitive Europe” (hereinafter WEF Contpetness report) is the
first in a series that will assess Europe’s coitipehess progress based on the
Europe 2020 Strategy every two years until the efithe present decade. The
goal of this Report is to provide a platform forgoing dialogue between
business, civil society, governments and Europeestitutions in the areas
requiring attention in order to improve Europe’smetitiveness. The aim is to
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encourage positive policy reform and the necessargstments required to
further Europe’s economic and social progress.hm following part of this
paper, we will present main findings and recommé&odarom this analysis,
including estimation of Europe 2020 Competitiveneskex.

According to WEF Competitiveness report, the seke@ndimensions of the
Europe 2020 Strategy, described above as flaggftmtives, with some
adjustments for presentational purposes, can bsepied in a seven-pillar
framework, as follows in the figure below.

Figure 1 “Europe 2020" Competitiveness Report Frameork

_|Pi]lar 1: Enterpries environment

|

SMART —|Pi]131‘ 2: Digital agenda |

_|Pillar 3: Innovative Europe |

—|Pi]lar 4: Education and tramng |

—|Pillar 5: Labour market and elnploymeutl

INCLUSIVE —|Pillar 6: Social inclusion |
L Pillar 7: Environmental sustamability

Source WEF Competitiveness report 2012

Each pillar is populated by a number of variableat thelps measure
Europe’s progress along this key dimension. Conthirikese seven pillars
create the Europe 2020 Competitiveness Index. mtlexlis organized around
three sub-indexes that monitor Europe’s progressartds becoming an
increasingly (1) smart, (2) inclusive, and (3) ausble economy. Each of these
sub-indexes is composed of a number of pillars th#ect the spirit of the
seven flagship initiatives (WEF Competitivenesore2012, p. 9).

Smart Europe

The Smart Europe sub-index aims to measure thatextevhich European
countries are developing economies based on kng&ledd innovation. It is
made up of four pillars that capture various aspexft Europe’s ability to
develop smart economies: the enterprise environmeigital agenda,
innovative Europe and education and training. Bsade®scribed below.
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Pillar 1. Enterprise environment - A prerequisite for improving the
prospects of growth and employment in the EU isroumg the overall
enterprise environment. Critical to achieving @&l is enhancing competition
through channels such as effective antitrust paddicg appropriate regulation.
Another key objective is to stimulate entreprenkiyrsaand facilitate business
creation by improving the business start-up envirent. This can be achieved
by reducing the administrative impediments to ddnginess in the EU and
reducing burdensome taxes, as well as by makiclgeiaper and easier to start a
business and ensuring access to capital for newgeowling businesses. The
EU has taken an important step in this area by mgaki possible to start a
business within a week in most EU countries, andlifating the process
through a one-stop shop. Yet, the enterprise emwviemts vary greatly across
member countries and much remains to be achievetsiarea.

Pillar 2: Digital agenda - This dimension measures the extent to which an
economy has harnessed information and communicétitimologies (ICT) to
share knowledge, and enhance the productivity ®findustries. ICT has
evolved into the “general purpose technology” of time, given the critical
spill-over to other economic sectors, their capgadd transform business
practices and economic activities, and their ra@eeticient infrastructure for
commercial transactions. Countries with comparties aggressively integrate
these new technologies into their production preesstend to see better
productivity improvements than others. Further, ntaas with governments
that strongly prioritize the adoption of ICTs haglten leapfrogged in this
direction. To create a true information society ttrensures maximum
productivity gains from ICT adoption, all stakeheid in the economy
(individuals, businesses and governments) musthese tools. This dimension
of the Europe 2020 Strategy offers an excellentodppity for exchange in
information and experience between the strong azaker performers.

Pillar 3: Innovative Europe - Innovation is critical, especially for those
countries that have moved very close to the teclgydrontier, as is the case of
most EU economies. As well as making maximum usexisting technologies,
as discussed in the pillar above, these countriast rhave the necessary
framework to ensure that they are at the forefafnhnovation. Firms in these
countries must design and develop cutting-edge ymtsdand processes to
maintain a competitive edge. This progression reguan environment that is
conducive to innovative activity, supported by bdtle public and the private
sectors. In particular, it entails sufficient intreent in research and
development (R&D), especially by the private sectbe presence of high-
quality scientific research institutions; extensigellaboration in research
between universities and industry; and sophistithtesiness practices. In light
of the recent sluggish recovery and rising fisaaspures faced by advanced
economies, it is important that public and priveg¢etors resist pressures to cut
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back on the R&D spending and other innovation-drigetivities that will be so
critical for sustainable growth going into the figu

Pillar 4: Education and training - Quality higher education and training is
crucial for economies that want to move up the eathain beyond simple
production processes and products. In particutatayt’'s globalizing economy
requires countries to nurture pools of well-edudatmrkers who are able to
adapt rapidly to their changing environment and évelving needs of the
production system. This pillar measures secondadytartiary enrolment rates
as well as the quality of education provided. Theemt of staff training is also
taken into consideration because of the importafie@cational and continuous
on-the-job training—which is neglected in many emoies—to ensuring a
constant upgrading of worker skills.

While the Report portrays the results for these ftimensions separately
for presentational purposes, it has to be noted thay are closely
interconnected. The capacity of an economy to $bwtards more knowledge
intensive, higher value added activities, will deg@n its capacity to generate
new knowledge through better performing innovatma educational systems
and the effective use of technologies, including,l@s much as on the business
conditions that facilitate or hinder the ability boing this new knowledge into
the market in a timely and effective manner.

Inclusive Europe

The Inclusive Europe sub-index captures the extewhich every member of
society can contribute to and benefit from Eurogevth and development. This
is captured through two pillars, one measuringdabeur market and employment
conditions, and the second measuring social ir@tusiore generally.

Pillar 5: Labour market and employment - This pillar gauges the capacity
of an economy to mobilize all human resources tutrdmute to the economic
growth of a society. The efficiency and flexibiligf the labour market are
critical to ensuring that workers are allocatedheir most efficient use in the
economy and provided with incentives to give thmast effort in their jobs.
Labour markets must therefore have the flexibitayshift workers from one
economic activity to another rapidly and at low tca@nd to allow for wage
fluctuations without much social disruption. Thepiontance of the latter has
been dramatically highlighted by the recent evémtsome southern European
countries, where rigid labour markets are an ingrartause of high youth and
long-term unemployment, the root cause of the reaarest. Efficient labour
markets must also ensure a clear relationship leetweorker incentives and
their efforts to promote meritocracy in the worlgdaand they must provide
gender equality in the business environment.
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Pillar 6: Social inclusion - This pillar aims to capture the extent to which
all members of society have the opportunity to iefrem economic growth in
their country. This is critical because higher naeddisposable incomes create
demand and savings pools for investment, and iivelusocieties, which allow
opportunities for all, will tend to be more stalaled thus more conducive to
economic activity and prosperity. It is measurereh®y the extent of inequality
in the economy as reflected by the Gini coeffici¢ené government’s efforts to
reduce poverty and inequality, including the existeof effective social safety
net protection, as well as access to healthcaracesr within the country.
Largely, this sub-index reflects the capacity ofemonomy to provide security
of employment rather than security of jobs andlisaly associated with the
concept of “flexicurity” that several Nordic coums have been successfully
promoting in the past years.

Sustainable Europe

The sustainable Europe sub-index is made up ofgustpillar, measuring
the extent to which the natural environment is gbating to overall national
competitiveness and the preservation of a polldfiea environment.

Pillar 7: Environmental sustainability - A high quality and well-managed
physical environment, through a variety of channel important for
competitiveness. The efficient use of energy arrotesources lowers costs
and directly boosts productivity by virtue of madgirbetter use of inputs.
Further, a high-quality natural environment suppoat healthy workforce,
avoiding the illness and lower human capital proiditg that can be brought
about by pollution and other environmental degradat~inally, related to the
last point, environmental degradation can alsoctliraeduce the productivity
of sectors such as agriculture, which in turn Ieventput and potentially the
ability for a country to meet the food needs of plopulation. In the index this
dimension is assessed by taking into account theesbf renewable energy
consumption, the enforcement of environmental latiam, the ratification of
international environmental treaties and the qualitthe natural environment,
including through the level of air pollution as maeed through CO2 intensity
and PM25 emissions (WEF Competitiveness report2 20(. 7-9).

3.1. Europe 2020 Competitiveness index: Member States and
Comparator Countries

The assessment of Europe’s competitiveness is las@dblicly available
hard data from respected institutions (The WorldiB&N, ITU, ILO, etc.) and
data ranged from 1 to 7 from the World EconomiculR@s Executive Opinion
Survey, EOS (survey of business leaders, conduatedially in over 140
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countries, that provides data for a variety of date issues). The overall
scores for each country are calculated as non-wesighverage of the individual
scores in the seven pillars (65 individual compasedivided in 7 pillars).
Each pillar has the same weight (1/7). The sorescafculated for 2010 and
2012. Considering the fact that the Europe 2020deé$ined as a new
competitiveness strategy, calculation of the Eur2@20 competitiveness index
represents continuation of measuring competitiveradter the Lisbon strategy
(Lisbon Review series). Therefore, this index ha&tdme very important
analytical instrument for measuring of competitiess and defining economic
policy measures at the EU and national level.

Performances of EU 27 according to the Europe 208fhpetitiveness
Index are compared among each other to assess witttries are leading in
achieving the goals, and which are trailing behEld.27 is also compared with
other advanced economies such as US, Japan and&Camal large emerging
economics, i.e. Brazil, The Russian Federationjalrahd China (BRICS). In
addition, Croatia as candidate country in 2012gyo2i8th EU member), such as
Montenegro, FYROM, Iceland, Turkey and Serbia amlved in analysis and
calculation of the Europe 2020 Competitivenessndteis important for these
countries to measure and compare their level ofpetitiveness as they may
become full members at some point (by the end isf decade in optimistic
scenario) and must then abide to the EU’s overallgy

Calculation of the Europe 2020 Competitivenessrfde 2010 and 2012 is
presented bellow. All the scores are presented soaée from one to seven,
where higher values indicate stronger performadaezording to calculated
scores, the EU is not a homogeneous entity in terfr@ompetitiveness. The
fact is that while some European economies are grii@most competitive in
the world, the weaker performance of others is tieglgt affecting the bloc as a
whole. If global market confidence in Europe igeturn, then top priority must
be given to supporting the weaker performers thnodlgeir reform and
investment programmes.

Calculated differences in competitiveness perforeamcross Member
states divide them in four groups: a) Nordic Eur¢pE, FI, DK), b) Western
Europe and Estonia (NL, AT, DE, UK, LU, BE, FR, HE), c) Southern and
Eastern Europe (SI, PT, ES, CZ, ZY, MT, LV, LT, I$K, PL, HU), and d)
Southeast Europe (EL, RO, BG). The Nordic counthniglsl the top three place
in the index, with Sweden market first, maintainthg lead also held in 2010.
Score of five countries is slightly improved in 200AT, EE, PT, ES, and LV).

With an average value of 4, 94 on the Competitiseriadex (also slightly
improved in 2012), the EU fares better than BRIE96), almost the same as US
(4, 95), although it performs not that well as Jafia 04) and especially Canada
(5, 22). At the same time, Sweden holds the fitate in total calculation, in
comparison with mentioned advanced economies (GA,JB) and BRICs.
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Table 2 Europe 2020 Competitiveness Index: Rankingnd Scores
of the EU Member States 2010-2012

2012 2010
Country Code Rank Score Rank Score Change
2010 2010

Sweden SE 1 5.77 1 5.77 -
Finland FI 2 5.71 2 5.61 -
Denmark DK 3 5.60 3 5.52 -
Nederland| NL 4 5.46 4 5.34 -
Austria | AT 5 5.33 6 5.25 1
Germany| DE 6 5.28 5 5.25 !
Great Britain| GB 7 5.23 7 5.10 -
Luxembourg| LU 8 5.13 8 5.05 -
Belgium | BE 9 5.04 9 5.02 -
France| FR 10 4.98 10 5.00 -
Estonia| EE 11 4.74 13 4.67 1
Ireland | IE 12 4.66 11 471 !
Slovenia| SlI 13 4.59 12 4.69 !
Portugal| PT 14 459 15 452 1
Spain| ES 15 4,52 16 4.50 1
Czech Republic] CZz 16 4.49 14 4.54 !
Cyprus CY 17 4.40 17 4.47 N
Malta MT 18 4.39 18 4.38 N
Latvia LV 19 4.36 21 4.20 1
Lithuania LT 20 4.31 20 4.22 N
Italy IT 21 4.30 19 4.23 !
Slovakia SK 22 4.13 22 4.17 N
Poland PL 23 4.08 23 4.06 >
Hungary HU 24 4.06 24 4.04 N
Greece| EL 25 3.95 25 3.92 -
Romania| RO 26 3.79 26 3.84 -
Bulgaria| BG 27 3.76 27 3.79 -
EU 4.94 4.88 1

Source WEF Competitiveness report 2012, p. 12.

3.2. Europe 2020 Competitiveness Index: Acceding Country
Croatia and Candidate Countries (IS, ME, MK, RS, TR)

Are the acceding country Croatia (member sinceuly 2013) and other
candidate countries getting ready to join the Uriioterms of competitiveness?
Answer on this question is presented in the folimpanalysis and table below.
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Table 3 Europe 2020 Competitiveness Index: Rankingf Croatia
and Other Candidate Countries 2010-2012

2012 2010
Country Code Score Score Change

Iceland IS 5.34 5.38 1
Montenegro ME 4.39 4.24 1
Croatia HR 4.01 4.01 N
Turkey TR 3,75 3.63 1
Macedonia, MK 3.60 3.67 1
FYR

Serbia RS 3.53 3.48 1
EU 27 EU 4,94 4.88 1

Source WEF Competitiveness report 2012, p. 12.

According to WEF Europe 2020 Competitiveness ind€xpatia and
mentioned candidate countries, with the exceptiéniceland (above EU
average level of competitiveness), mostly depicbmpetitiveness profile that
is similar to that of the least competitive cousdrin Europe. However, the
competitiveness profile of each of these countgeguite different. Excluding
Iceland, we can notice a significant leg in all@ted areas, i.e. seven pillars of
competitiveness as it is presented in the followaige.

Table 4 The Europe 2020 Competitiveness Index:
Seven Pillars of Competitiveness in 2012

" o |2 |8 2l & | T2
o X O c =
comy! | 821 5% | 58| 5E |85 2 | 22
score per sE| 28| 35| 55 = 58] = ==
pillars cec| O< c W S |3 g = 28
(0 L £ == S G| 8 Z 3
L 1 %)) wo
Croatia 3.30| 4.72 3.14 4.27 3.5 4.24 4.8B
Iceland 3.82 5.31 5.43 5.56 5.5¢4 5.95 6.16
FYRoM 3.70 | 4.17 2.72 3.84 3.98 3.36 3.4y
Montenegro | 3.95( 4.74 3.62 4.37 4.67 4.79 04.6
Serbia 3.12| 4.10 2.79 3.81 3.58 3.85 3.49
Turkey 3.90( 4.27 3.29 4.01 3.4p 4.01 3.3p
EU-27 426 | 5.44 4.90 5.30 4.33 5.43 4.90

Source WEF Competitiveness report 2012, pp. 13-15.

The competitiveness profile of each of these coemiis shortly described
below.
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An official candidate country since 2016eland distinguishes itself from the
other candidate countries through its membershiphé European Economic
Area, through which the country has been partizigain the European single
market since 1994. As a result, a large humbeoofrounity laws have already
been incorporated into the country’s legislatione Bcore of Iceland for 2012 is
5.34 Since the official start of the negotiation megs in June 2011, 27 chapters
of the EU Acquis have been opened, out of which 11 are officiallgset
(Iceland, EC, 2012). In spite of excellent Eurapgdegration dynamic, Iceland
decided in June 2013 to slow down accession neigotievith the EU. The new
euro-sceptic government in Iceland has announchdltato the country’'s EU
accession talks, until Icelanders vote in a refdwen within the next four years
on whether they want membership negotiations ttirue® (Iceland, 2013).

In a customs union with the EU since 19%&rkey holds strong trade ties
with the EU: half of its trade takes place with t8d and there is already some
alignment with EU policies, especially in areascompetition and intellectual
property law. Since the beginning of the accessmyotiations in October 2005,
12 chapters have been opened, including those mparoy law, enterprise and
industry, and one — Science and Research has luseal.cln terms of the Europe
2020 strategy, the score for Turkey in 2013.i& Turkey performs close to the
EU average in the area of enterprise environmeriter by intense local
competition and low barriers to the creation of rmuginesses, as evidenced by a
low number of procedures and limited amount of tittekes to start a business.
The country has also experienced a notable imprememn its digital agenda
since 2010, driven by increased government piatibn of ICT as further
reflected in its progress in the use of governnwiline services since 2010.
However, important steps remain to be taken tohcaft with the EU average.
Turkey needs to build its human resource base kgraihg its education and
training system as well as improving its labour kearefficiency and raising
opportunities for its citizens to participate irettabour market, particularly for
women and youth. In parallel, additional effortghmegard to environmental
sustainability are critical, particularly the ratédtion of environmental treaties as
well as lowering its CO2 emissions and improving dir quality in order to
converge to the EU average (WEF Competitivenesst,e2012, p. 28).

Croatia is the 28th member state since 1 July 2013 afterysars of
negotiations. The score of Croatia in 2012.i31 (the same as in 2010). While
the country’s performance is close to the EU aweiagerms of environmental
sustainability, it faces many challenges to stiemgtits competitive environment
and to converge towards the EU along all otheansill This holds particularly
true for the smart Europe sub-index. Increased etitign is particularly
hampered by a weak enterprise environment thdiasacterized by difficulties in
obtaining finance and weak competition in the latarket. The private sector
considers cumbersome government regulation andefficient tax system and
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labour market as among the many impediments, itidéicaf the myriad reform
efforts that will be needed to increase Croati@spetitiveness. The education
and training system will also require reforms inlerto develop the country’s
human resources base. As well as addressing ireffies in the labour market,
as evidenced by the high level of youth unemploymand low overall
participation rate, Croatia must work towards inyimg its overall accessibility
to healthcare services and ramp up its socialysatet in order to achieve not
only smart, but also inclusive growth (WEF Comppegitess report, 2012, p. 29).

Montenegro has been a candidate country since December 3Zdi€e the
negotiations were open in June 2012, two chaptetiseoEU Acquis, related to
science and research, and education and culture begn opened and temporarily
closed (Montenegro, EC, 2013). In terms of its guenince along the Europe
2020 Competitiveness Index, Montenegro performpasrwith Malta and Cyprus
and ahead of most members of the EU12 with scofe38fin 2012. Its economy
is characterized by an enterprise environment dliaiogar with the EU average
and well ahead of other candidate countries, fedtdyy few administrative
procedures and little time required to start a rfess. The country has also
advanced its digital agenda, along all sub-dimessmmpared with 2010, and
has performed slightly above the EU average in Wimur market and
employment pillar. Going forward, further steps #otls building its knowledge-
base economy would be needed, including improvesneaptured by the
“‘innovative Europe” pillar, where it registers thergest difference to the EU
average, as well as the education and trainingr glWWEF Competitiveness report,
2012, p. 29). EU financial assistance achievedd ol GDP at annual level and
focused mostly on institutional capacity and caficing of some infrastructural
projects in environment and transpdu(ovic, Ja&imovi¢, 2012, pp. 122-123).

Serbia is the most recent candidate country as of Maf@i020n 28 June
2013, the European Council endorsed the Councitsclusions and
recommendations of 25 June 2013 and decided to apegssion negotiations
with Serbia. The first intergovernmental conferemdgd be held in January
2014, at the very latest. Prior to this, the negimth framework will be adopted
by the Council, and confirmed by the European Cowidts usual session on
enlargement (The European Council conclusions, 2@l312). Related to
increase its competitiveness, significant effottsg all pillars of the Europe
2020 Competitiveness Index will be needed. Serlgiares lower than its
neighbouring peers3(53, including the member states of Bulgaria and
Romania, in all areas captured by the index. Wihike country made notable
improvements in its digital agenda compared to 2@diBing its performance to
a level comparable to those of Bulgaria and Romasvanprehensive reform
efforts are required to improve the enterprise mmwnent and education and
training as a basis for smarter growth. Nonethelasfirst priority will be to
build the institutional capacity in the country, area to which the largest part
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of EU financial aid is being allocated. Consideeatlom for improvement also
remains along the “inclusive Europe” dimension iew of severe rigidities in
the labour market (characterized by a mismatch éetwproductivity and pay,
weak labour-employer relations and a high youthmyieyment rate) as well as
within the environmental sustainability pillar.

For Macedonia, FYR, a candidate country since 2005, accession
negotiations have yet to be opened. Similar tonggghbouring peers, the
country’s most imminent challenge will be to adwauits institutional capacity
as a basis towards a knowledge-based economy. durerg achieves scores
similar to its candidate peers for its enterprisgimnment, where the private
sector has seen slight improvements in obtainimanitial resources since 2010.
Improvements in ICT infrastructure, such as molpleones and Internet
bandwidth and use, have helped the country advatscaligital agenda.
However, Macedonia faces multiple challenges inateas of education and
training, innovation and environmental sustaingbilit is also notable that
Macedonia registered deterioration along the imebuEurope sub-index, driven
by a dramatic rise in youth unemployment and th&inmss sector perceiving a
worsening in labour-employer relations and pay @noductivity alignment
since 2010 (WEF Competitiveness report, 2012, p. 29

4. Montenegro Development Direction 2013-2016 as a Response
to the Europe 2020 Strategy

Montenegrin government prepared, in March 2013, &itbwing the
Europe 2020 Strategy, Montenegro Development Daest(MDD). As an EU
membership candidate country, Montenegro is tobéstaa vision of socio-
economic development, including specific requiredvestments and
development measures for their implementation. Degelopment directions
together with specific projects and financial stmwe will be the base for
programme budgeting and establishing of a diresheotion between the funds
and development priorities. It will enable efficiemse of IPA funds in the
mentioned period. An overview of main goals, pties and directions of MDD
is given in the following table.

In view of increasing employment and competitivenedg a national
economy, it is necessary to resort to structurdbrnes, observe fiscal
responsibility principles and enhance business renmient. Only this can
create the assumptions for increase of potent@lviyr rates and ensure good
life quality for all its citizens. Following the ocept of the Europe 2020
Strategy, the MDD is structured in three directiosrmart growth, sustainable
growth and inclusive growth. The principles of tineee growth directions in
the Europe 2020 Strategy were the guidelines féecgen of development
investments and measures of Montenegro in the apfour-year period.
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Table 5 Montenegro Development Directions 2013-2018n Overview

MDD
Objectives

1. Detailed assessment of the existing economic, lsacthenvironmenta

. Formulation of strategic and operational developnoéjectives;
. Identification of key policy areas for accomplishmheof strategic

. Creation of a consistent matrix of measures anasiments within

situation in Montenegro in the context of the stgygt of EU
development and specificity of Montenegro;
objectives;

financial possibilities harmonized with macroecoimmand fiscal
scenarios.

MDD

Contribution
to Economic
Performance

. Recovery of economic growth above the potential gnorate, i.e. the
. Decrease in public finance deficit and achievemériiatanced budge

. Decrease in the share of informal economy.

real growth of GDP by 3-4%;

by 2016; and

—r

MDD are
Basically
Grounded on

The concept of “green economy*

Four development priorities (priority developmeett®rs) with relevan
sectoral strategies, and

Macroeconomic and fiscal framework 2013-2016

PRIORITY DEVELOPMENT SECTORS

=]

1. Tourism 2. Energy 3. Agriculture and | 4. Industry
Rural Development
DEVELOPMENT DIRECTIONS
Smart Growth Sustainable Growth Inclusive Growth
Policy Areas Policy Areas Policy Areas
1. Business Environment 8. Agriculture, rural depehent | 14. Labour Market
2. SMEs 9. Forestry 15. Education
3. Competitiveness 10. Energy 16. Sports
4. Science 11. Environment 17. Social Protectio
5. Higher Education 12. Transport 18. Healthcare
6. Information Technologies 13. Housing and Cortsin
7. Tourism

Three development directions, 18 policy areas of MDth W2 specific and necessary

investments/development measures

Within this framework, the MDD identif{t8 policy areasfor investments
and public sector reform. Within these policy arghgre were identified2
specific and necessary investments/developmenturesasThose measures are
connected to policy fields of smart, sustainabld arclusive growth in line
with the Europe 2020 Strategy.

The objective of MDD is to establish a consolidateiditerm investment
and development plan, and thus launch the implemtient of development
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priorities, which would stimulate economic growth the country. MDD
financial plan is presented in the table 6.

Table 6 Sources of Funding of Required InvestmentSgevelopment Measures
in the Period 2013 — 2016 (in million €)

Economic Growth Total Shareg State .

Area mil. € in % Budgei Donation| Loans | EU/IPA
Smart Growth 27,993 2,4 14,39 2,61 8,70 2,28
Sustainable growth 1085,49 93,2 272,0 24,18 751, 38,38
Inclusive Growth 51,09 44 36,60 1,14 10,0( 3,3b
'\TAOta' Investment/ | 1164,71 323,02 27,93 769,80| 43,96
Share in % 100,00 27,70 2,40 66,10 3,80

Source Montenegro Development Directions, 2013, pp. 6-7.

Table 6 shows that nearly 93% of all required itwents/development
measures are identified in the area of sustairddtelopment. Out of this, 80%
of the amount of all required investments/developinmeeasures of the country
is related only to two infrastructure sectors -n$gort and environment in the
period 2013 — 2016. In the area of smart developmemth the share of 2.4%
of all required investments/development measurespstm required
investments/development measures are identifiedth@ science sector.
Identified required investments/development measurehe area of inclusive
growth make 4.4% of all required investments/dgulent measures.

The total available public funds of Montenegro fioencing 1164.71million
€ of investments/development measures proposeddb M the period 2013 —
2016 are estimated to 599.33 million €. Finangap between the required
investments in MDD and available public furidsthe entire period 2013 — 2016
is estimated to 565.38 million €, which on averageual level amounts to
141.34 million € or 3.7% of average projected GDRis means that required
investments/development measures identified irDéeelopment Directions are
on the level that is more than two times highenteavisaged scope of available
public funds of Montenegro in the following fourareperiod. In other words,
financial gap actually indicates the difference wesin the wishes for
investments/development measures and actual fedarpotential, and the
requirement to adjust to the same. We can conchatefinancial gap could be
the key limiting factor for implementation of regeil investments/development
measures in the area of sustainable growth.

5. Concluding Remarks

The European Union (EU) is going through one ofrtteest difficult periods
since its establishment, with multiple challengasirig the Union’s policy-
makers in order to make European economies moreetiive on a global
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scene. Fobetter economic governancethe EU adopted a new development
strategy (Europe 2020) for smart, sustainable atlsive growth in next
decade. Smart growth refers to innovation, digitglon and mobility of young
people. Sustainable growth refers to improved iefficy of using resources and
industrial policy, while inclusive growth is aimeat better employment and
poverty reduction. Following the well-establishe@thodology in analysis of
competitiveness level, the WEF continue to meastire Europe 2020
development results through creationtbé Europe 2020 Competitiveness
Index for Member States and selected candidate coumtcasling Croatia.

Based on a country-specific analyses that pointd owdividual
competitiveness strengths and weaknesses for aM@mber States and six
acceding and candidate countries in 2012, the Refods that large
disparities exist among Member States in terms of competiggsnwith some
countries performing much better than others antlabbeve the EU average or
other advanced economies. Based on the competamadysis presented in
this Report, a number of considerations can beligigled going forward:

« The EU continues to lag behind in terms of creatirggmarter economy
Further resources should be considered for thosgsahat aim to bridge
this gap at the European level and create impoEambpean benefit by
generating intra-European spillover effects. Edocaand training policies,
research and innovation, the three corners of ttmvledge triangle, fall
under this category.

* Regional policies including cohesion and structural funds, aimed at
reducing the disparities across Member States agibns within the
European Unionshould follow a competitiveness agendan order to
ensure sustained economic convergence. More ensphiasaddressing the
strong knowledge lag of these countries and regiynurther supporting
efficient investments in education and trainingse@ch and innovation
should be considered.

« Enlargement policy aiming to facilitate accession of selected candida
countries should also be centered around addrefisang competitiveness
weaknesses, including institutional build-up, tkating their economies on
a more solid footing that can better facilitateithetegration. Following
mentioned recommendation, candidate countries laceabliged to define
their own competitiveness agendatfonal Europe 2020 strategiesand
to participate in joint monitoring organized by tGemmission.

Finally, in this paper, the case bfontenegro is presented as a case of
candidate country which is obliged to create natiatevelopment strategy as
national Europe 2020 strategy. Montenegro developrdeections 2013-2016
are created to identify development measures aresiments in Montenegrin
economy in mentioned period adjusted to the EU ZRt2étegy.
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ISPUNJAVANJE CILJEVA STRATEGIJE EVROPA 2020
U KONTEKSTU RASTA KONKURENTNOSTI

Apstrakt: Konkurentne ekonomije su one koje su u mogucénosti da stvore visok i
odrzZiv nivo Zivotnog standarda, dozvoljavajuéi svim c¢lanovima drustva da
doprinesu i da imaju koristi od tog dostignutog nivoa prosperiteta. U kontekstu
analize konkurentnosti na globalnom nivou, Svjetski ekonomski forum istraZuje
konkurentnost evropskih zemalja vise od tri decenije. U tom periodu WEF je
sproveo vise izvjestaja o konkurentnosti koje se odnose na Uniju i zemlje prosirenja
koji su ocjenjivali sveukupni progres evropskih zemalja u ostvarivanju svoje
agende konkurentnosti. Nedavna WEF publikacija “Izvjestaj o konkurentnosti
Evropa 2020: gradenje konkurentnije Evrope (2012) fokusira se na kreiranje
Indeksa konkurentnosti Evopa 2020 u skladu sa predloZenim razvojnim ciljevima
iz nove agende konkurentnosti Evrope definisane 2010 godine. Ovaj rad analizira i
ocjenjuje pristup Suvjetskog ekonomskog foruma u mjerenju nivoa konkurentnosti
EU, njenih drZava c¢lanica i izabranih zemalja prosirenja. Sve zemlje regiona,
ukljucujuéi Crnu Goru, kroz ispunjavanje sveukupnih institucionalnih uslova za
pristupanje EU, posebno ekonomskih kriterijuma spremnosti za clanstvo u odnosu
na konkurenciju koja dolazi sa velikog EU trzista — pozvane su da definisu svoje
vizije socio-ekonomskog razvoja, svoje razvojne smjernice pomoéu kojih ée se
uskladiti sa okvirom strategije Evropa 2020.

Kljuéne rijeci: Evropa 2020, Indeks konkurentnosti Evropa 2020, EU, zemlje
kandidati za ¢lanstvo, Razvojne smjernice Crne Gore



