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Preface

The primary goal of the ILO is to contribute, wittember States, to achieve full and
productive employment and decent work for all, inithg women and young people, a goal
embedded in the ILO Declaration 2008 8acial Justice for a Fair Globalizatioh and
which has now been widely adopted by the intermaticommunity.

In order to support member States and the socréhgra to reach the goal, the ILO
pursues a Decent Work Agenda which comprises faterrelated areas: Respect for
fundamental worker’s rights and international labstandards, employment promotion,
social protection and social dialogue. Explanatiohthis integrated approach and related
challenges are contained in a number of key doctsnanthose explaining and elaborating
the concept of decent wofkn the Employment Policy Convention, 1964 (No.Y12thd in
the Global Employment Agenda.

The Global Employment Agenda was developed by th® through tripartite
consensus of its Governing Body's Employment andigbd?olicy Committee. Since its
adoption in 2003 it has been further articulated amade more operational and today it
constitutes the basic framework through which th® pursues the objective of placing
employment at the centre of economic and sociatipst

The Employment Sector is fully engaged in the impatation of the Global
Employment Agenda, and is doing so through a lasg@e of technical support and
capacity building activities, advisory services gulicy research. As part of its research
and publications programme, the Employment Sectomptes knowledge-generation
around key policy issues and topics conforming e tore elements of the Global
Employment Agenda and the Decent Work Agenda. Téwtad8s publications consist of
books, monographs, working papers, employment tepmd policy briefé.

The Employment Working Papeseries is designed to disseminate the main firsding
of research initiatives undertaken by the varioepadtments and programmes of the
Sector. The working papers are intended to enceueaxghange of ideas and to stimulate
debate. The views expressed are the responsibflitie author(s) and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgmishload/dg_announce_en.pdf.

2 See the successive Reports of the Director-Gemethk International Labour Conferen@ecent
work (1999);Reducing the decent work deficit: A global challe@001); Working out of poverty
(2003).

®See http://www.ilo.org/gea. And in particuldmplementing the Global Employment Agenda:
Employment strategies in support of decent worksitn” documentILO, 2006.

* See http://www.ilo.org/employment.






Foreword

Determining skill needs in labour markets is on¢hef central tasks facing manpower
planners and labour market analysts, and the deweot of skills policies that meet these
needs are a key instrument in the promotion of Deeent Work Agenda. This paper
examines the role that labour market informatiod analysis can play to inform skills
policies, both in terms of methods, and in termsnstitutional arrangements that are
established to translate information into policti@t

The paper demonstrates that the early identifinatib skill needs becomes more
complex if economies develop and better integratehie global economy, and will
increasingly rely on various methods based on bqtiantitative and qualitative
information. The benefits and limitations of widelged methods and instruments for the
early identification of skill needs in market ecames are discussed, ranging from labour
market signalling using a set of key labour marikelicators to econometric models.
Several approaches to the use of these methogelioy-making are discussed, which are
linked to the level and type of institutional deyeient in economies as well as the
penetration of market reform.

Country case studies are used to illustrate siatggproaches that help planners and
policy-makers understand the future demand folsskil Pakistan, South Africa, Ireland
and Hong Kong, China. These case studies illustratey analytical methods to inform
skills policies, and show the extent to which labooarket information and analysis
functions have been institutionalized in skills ippl planning and are used to assess
performance in achieving policy objectives. Pakisgin the early stages of this process,
while South Africa has made significant progreaspart due to the strong political drive
to use skills policies to redress the underutilrabf labour and inequity of the apartheid
era. Ireland and Hong Kong, China, are examplepohtries in which various methods in
labour market information and analysis are usegléam skills development in a well-
developed institutional structure.

Theo Sparreboom is a Labour Economist in the Enmpéoyt Trends Team of the
Economic and Labour Market Analysis Department, ,IiG&@neva, and Marcus Powell is
Chief Technical Adviser, Job Opportunities for YlodOY), in Indonesia. Responsibility
for the opinions expressed in this study lies goleth the authors, and publication does
not constitute an endorsement by the ILO of th@iops expressed in it.

Lawrence Jeff Johnson Duncan Campbell

Chief Director

Employment Trends Unit Economic and Labour Market
Economic and Labour Market Analysis Department

Analysis Department
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1.

Introduction

Determining and predicting skill needs in labourrkess has been one of the central
tasks facing manpower planners and labour markalysts over the past four to five
decades. In the 1960s and 1970s policy-makers atiteito identify the precise nature of
their human resource requirements using complexnauetric manpower planning models
which were initially developed by the OECD and sdsently used, at least to a certain
extent, in many developing economiedhis approach was in accordance with a
development paradigm which allowed for strong imeohent of the government in the
economy, and a focus on the “formal” part of theolar market. It was an exponent of the
belief that economic growth and development cowdptanned, and that development
would soon result in benefits for the populatioraashole.

A number of factors have contributed to the gradiezhise of detailed manpower
plans. In methodological terms, the most signifidamitation of the original manpower
requirements approach is the assumption that d felationship exists between labour and
the quantity of goods and services produced, akagebetween labour productivity and
education or skill§. However, after decades of experience it is reamghithat labour
markets are more complex and labour market act@shore unpredictable than these
econometric models assume. In reality the relatigndetween economic output, as
measured by gross domestic product (GDP), and ¢mglot levels is more dynamic,
affected by changes in technology, new forms ofkwmrganization, migration and, in
many developing countries, widespread diseasesasichalaria and HIV/AIDS Perhaps
just as important as methodological shortcomingspnemic planning had become
increasingly controversial during the 1980s in focdi as well as policy terms. Economic
policies became focused on the role of marketstla@ananagement of crises, leaving less
scope for detailed interventions such as those esigd by manpower requirements
forecasting.

The demise of traditional manpower planning, n@ Iessings of the market, have
fully resolved labour and manpower issues in deuiatp economies, and the question has
remained how to ensure that education and traimpiolicies are in accordance with
economic development and labour market needs. Ssizeewaves of economic as well as
education and training reforms during the 1980s 4880s have left many developing
economies struggling with the issue of how to infanarket-based or demand-driven skills
development, and how to forge effective links beweskill formation and economic
development.

Skill formation has become more important in thateat of the emergence of the
knowledge economy. Ironically, some of the facttivat make labour markets and skill
needs difficult to predict, such as rapid technmalgchange, innovation, and changes in
work organization, have also contributed to a dit&riacrease in the value of knowledge

® See Parnes, 1962.

® See, for example, M. Blaug, “Approaches to edocati planning”,Economic Journal1967, pp.
262-287; C. Colclough, “How can the manpower debiae resolved”, in R. Amjad, et al.
Quantitative techniques in employment planni@gneva, ILO, 1990), and G. Psacharopoulos,
“Linking vocational education and training researgiolicy and practice: a personal view”,
European Journal: Vocational TrainingNo. 36, 2005, pp. 69-73.

" See Powell, 2004.



for economic success. In meeting the needs of tlogvledge economy, industrialized as
well as developing countries have widely adoptesl ftamework of lifelong learning to
shape education and training strategies. Suctegtest require skills development policies
that allow people to take charge of their own kremige and skills development in a
complex and rapidly changing economic and socigirenment. Development of these
strategies has not reduced the need for informadforiuture skill needs, but does have
implications for the type of data and analysis thdtvolved.

In accordance with a recent ILO report on skiltés paper starts from the premise that
skills policies can be important drivers of devetmmt, and it is therefore important that
information is produced on future skills requires®nLabour market information and
analysis (LMIA) is increasingly becoming importantidentifying and quantifying current
and future skills issues and to provide the infdromaneeded by employers, workers,
providers of education and training and governméatsnake choices in education and
training investment.

The following arguments will be developed in thegppr.

Basic labour market information and analysis iseaessary precondition for the early
identification of skill needs.

The early identification of skill needs becomes enoomplex if economies develop and
better integrate in the global economy, and wit@asingly rely on various methods based
on both quantitative and qualitative information.

Apart from the production of information on the Igaidentification of skill needs, it is
important that institutional arrangements are imcplto translate information into policy
action, which should be aligned to broader econgmicies, including trade, investment
and technology policies.

The conceptual framework for the role of LMIA witegard to skills development is
set out in section 2. This section highlights apph®s and instruments for the early
identification of skill needs in market economies)d in particular the potential and
limitations of labour market information and anay® inform skill development policies.
It also discusses organizations and institutionargements involved in ensuring that the
information on skill needs can be used for decisi@king purposes.

In subsequent sections country examples will bel irsenore detail to illustrate how
planners identify and act on the demand and supplskills in Pakistan, South Africa,
Ireland and Hong Kong, China. These case studiesran array of possibilities of how
planners identify the demand and supply of skdlsd the institutional arrangements that
are used to translate analysis into action. Pakistan interesting case study as skill needs
have increasingly been recognized as a bottlenedké structural development of this
country. A skills strategy including a labour markeformation and analysis component
have recently been initiated, aiming to make th@ing system more demand driven, and
to base training decisions on adequate informatrahanalysis (section 3). In South Africa,
a new training system has been developed followhegdemocratic transition in the early
1990s. Labour market information and analysis fionst have been institutionalized in the
new system, and are routinely used to assess gsogrel performance. Both Ireland and
Hong Kong, China, are examples of countries in Whigstitutions involved in skills
development effectively use various sources anthodstin labour market information and
analysis to plan skills development (sections 5&n&ection 7 concludes.

8 See ILO, 2008.



2.

LMIA and skills: purpose and methods

Much of the early neoclassical economic theory asdal on the assumption that
information is free of cost and readily availabReality, however, is different in that
information on current market trends has to beterbaanalysed and made available to
relevant actors, and these activities carry sulistatosts. Labour market information and
analysis contributes to a reduction of the transactosts in labour markets, and can
inform the design, implementation, monitoring anvélaation of employment and labour
policies.

In box 1, a number of purposes that relate to sklvelopment are illustrated for
various actors and stakeholders. These includenmifig the allocation of resources in the
formal education system, supporting workplace-baamed technical/vocational education
and training development, and guiding vocationatiglens. LMIA is also central to
integrating skills policies into development stoags.

Labour market information and analysis (LMIA) provides accurate and up-to-date information which can help labour markets
operate more efficiently and improve labour market outcomes, and help identify decent work deficits. Demand for LMIA to
inform skills policies will come from a number of different actors and each will benefit from improved information in the
following ways:

Box 1:
Demand for information and analysis

- Policy-makers and planners will be able to identify areas where skills are in high demand, and have tools available to

help them target resources at these areas. In addition, LMIA will enable planners to monitor progress towards defined
objectives, including feedback on when difficulties are being experienced during implementation and what action needs
to be taken in order to rectify the situation.

- Managers of education and training institutions will find LMIA useful, as they will have an improved understanding of the

nature and extent of the demand for skills. This will help institutions determine which programmes of study should be
expanded in the near future and which ones should be cut back.

- Employers will want to have timely and accurate information about the labour market for planning of ongoing operations

(including replacement of staff) as well as for investment purposes. For example, the availability of skills in a specific
geographical environment, combined with an enabling business environment, is an important factor influencing inward
investment. In many countries good market intelligence is used as a means of attracting such investment.

- Unions would find LMIA information useful for bargaining purposes. For instance, they would want to know average

wage levels and productivity for specific occupations in different industrial sectors. Similarly, unions would also want to
have information about the number of work permits issued, and the type of skills covered by these work permits. All of
this information would be used to improve the working conditions of their members.

- Community groups would also want to obtain information about local skill requirements and opportunities, particularly for

vulnerable groups and those who have difficulty accessing the labour market, in order to assist their constituencies in
improving their situation.

- Students and young people would want to have improved information about career prospects. Young people are also

interested in knowing what type of careers they could follow if they enrolled for a particular programme of study. It is not
always possible to provide an exact correlation between subject studied and type of employment, but it is possible to
signal which types of programmes of study are likely to lead to successful careers and which are not.

Source: Based on M. Powell, “Tools that can be used to undertake labour market analysis”, Occasional Paper (Cambridge, Cambridge
Education, 2008).

What do we mean by labour market information andhais? Broadly speaking,
labour market analysis means an examination ob## information available regarding
the state of the labour market, including the stdtskills, often involving indicators that
have been produced using standardized methods efirdtidns. Through an analysis of
indicators over time it is possible to understaniour market changes and to make
interpretations about the supply and demand fdemdint types of skills. In other words,
labour market analysis can be used to identifyagyabout labour market and skills trends
based on real data or observations. Analysis offtiieset of labour market indicators



provides a fairly comprehensive picture of laboarket trends, which, in conjunction with
information on labour market institutions, whichaen qualitative in nature, can be used
to inform policy development. Furthermore, usingadand indicators, there are many
analytical approaches and methods that can betasmnplement and deepen the picture,
in particular in relation to skills development ahé early identification of skill needs.

In order to make the resulting information and gsial available to labour market
actors, institutional arrangements are needed aléttrly defined roles and responsibilities.
Unless results based on information and analysistranslated into decisions and policy
action, there is little point in efforts to produggormation. There are many ways to
develop a set of institutional arrangements thdwwa for the effective linking of
information and analysis on the one hand, and palation on the other. The design and
effectiveness of such arrangements, as well astype or scope of labour market
information that can be generated and used, isrdaeted by a number of factors, including
the role of the government in the economy, what typpolicies are envisaged, the state of
the education and training system and the levecofhomic development.

This section first reviews methods that can be ueeanalyse labour market trends
and skills requirements, and thereafter discussese sapproaches regarding the link
between information and analysis on the one hadddaxisions on skills development on
the other.

Methods in labour market analysis
to inform skills development

The basis for the reading of signals about tremd¢hé labour market is a set of
indicators that describes the labour market. Thieviing areas are of direct relevance to
skills development:

- Employment trends (by occupation, sector, statusmployment and geographical area);
unemployment trends

- Trends and levels of educational attainment/ski#gelopmeritin the labour force

- Wage trends

- Productivity trends

- Contribution to GDP by different economic sectoesfgraphical areas

Employment indicators provide information on th@dyof work people are doing,
including occupational and sectoral information,ichhcan be used as a starting point to
assess skill needs. Employment indicators can bsteeted using data from labour force
surveys (or other household surveys with labourketadata), establishment surveys, or a
combination of both such as informal sector survéifsese sources can also serve to
produce information on educational attainment ailtsslevelopment. Taken together with
the contribution to GDP (value added) by differeséctors or geographical areas,
employment and education indicators can be usedale a first assessment of the extent
to which education trends are in accordance withdbvelopment of the economy over
time (see box 2 for an example). Information ondpiaivity trends is important in this

° The terms “skills development” in this paper iedisn broad terms to mean basic education, initial
training and lifelong learning, in accordance witle Conclusions concerning human resources
training and developmenadopted by the ILC at its 88th Session, Genawag 2000. See also ILO,
1998, pp. 58-59 for an explanation of the termlfski



context, because an important part of productigitgxplained by levels and trends in skills
development.

Box 2:
Labour markets, skills and information in Asia

Enrolment levels in secondary and tertiary education are rising in South and South-East Asia, which is much needed if
development, growth and labour market objectives are to be achieved. The relation between education, skills development
and the labour market is, however, complex, and it cannot be taken for granted that education in itself will result in better jobs.

The Asian Development Bank (ADB), in the Asian development outlook 2007, cautiously warns against “mechanically raising
education targets in the hope of generating growth”.(1) The warning is based on an in-depth study of the distribution of
employment, wages and education in India, Indonesia, the Philippines and Thailand.

The study showed that these four countries are raising educational attainment levels too fast if historical employment trends
are taken as benchmarks. This may be justified if educational levels were too low historically, or technological changes
necessitate higher education levels, but the study demonstrates that this is certainly not always the case. Male drivers, for
example, have become significantly more educated, without changes in technology or other reasons that would justify higher
levels of education. The ADB argues that “it seems likely that drivers are a residual category into which workers of any
education category may fall, rather than facing unemployment”.

The ADB study focuses on the role of education in raising productivity of workers in existing economic activities. As pointed out
in the study, education can also serve as a catalyst or driver of development, by empowering people to develop or adopt new
technologies and to diversify production structures. This second role is also highlighted in the chapter on “Skills policies as
drivers of development” in a recent ILO report on skills development for the 2008 International Labour Conference.(2)

Labour market information is necessary to facilitate both roles of education. With regard to the first role, the ADB stresses that
expectations of the contribution of education to structural change should be based on an empirical understanding of what
workers are likely to do with their education. In other words, analysis of trends in employment, including the sectoral
distribution and wage development, should inform education and training policies. Information requirements are likely to
increase when an economy grows, transforms and better integrates in global markets, and skills development systems
become more complex. If skills development policies are used as a driver of development, it becomes more important that
information is produced on future skills requirements (early identification of skills), and skills policies are synchronized with
other policies through appropriate institutional structures and arrangements.

(1) Asian development outlook 2007 (Manila, Asian Development Bank, 2007), p. 338.

(2) Skills for improved productivity, employment growth and development, Background report of the International Labour Conference,
97th Session (Geneva, ILO, 2008).

Employment, education and productivity indicatonrovide a basis to make an
assessment of the state of skills in the laboucefoand identify the extent to which
economic development may be constrained by a sgi®mé skills in the economy or in
particular sectors. More specific information cae Pproduced if wage trends are
considered, as rising wages for workers with palaicskills may signal a shortage of these
skills.

The picture of labour market trends based on afsedicators can be complemented
and deepened using the analytical approaches drodwiisted in table 1 below. Among
these approaches econometric modeling is the nomsprehensive, and the only method
capable of providing economy-wide, detailed, quatitie and consistent information about
future skill needs. Furthermore, some of the metlagical shortcomings of the earlier
manpower planning models have been overcome in saphisticated forecasting models
that have been developed in countries such as titedJStates, the United Kingdom and
the Netherland® In the Netherlands, for example, the Researchr€éat Education and
the Labour Market (ROA) maintains a forecasting eldtat predicts mismatches between

1% See Strietska-llina and Tessaring, 2007.



labour supply and demand at the national level emdome extent, at the regional (sub-
national) level. This model explicitly allows fowlsstitution processes in forecasts of
labour-market situations for various types of ediooa and forecasts are limited to a period
of five years! Similar to the situation in the United Kingdom até United States, the
ROA model is not used as a blueprint for economi&nmng, but rather provides
information for all stakeholders, which can be takmto account alongside other
information. Based on the model, information is maailable through the National

Careers Guidance Information Centre to students,ef@mple, ranking prospects for
n 12

certain educational categories on a scale fromdtytm“poor”.

Table 1. Summary of different approaches or methods for undertaking labour market analysis
to inform skills development
Approach Resources required Benefits Limitations
Signalling Basic statistical knowledge and Simple and relatively easy to The analysis depends heavily
access to time series data undertake as well as to update the | on the quality of existing time
information and analysis series data; signals may be
difficult to interpret
Econometric Expertise in econometric Able to provide a consistent Time consuming and costly, in
modeling forecasting techniques overview of future demand for part due to methodological

specific occupational areas and
skills

issues; numerous problems are
also likely to occur due to the
validity and accuracy of data

Special studies,
such as rate-of-
return analysis,
tracer studies

Expertise in specialized methods

Provide information related to
particular skills

Tracer studies are costly and
linked to a specific
education/training institution

Enterprise training
survey

Expertise in development and
analysis of surveys

Relatively flexible and efficient
means of predicting changes in the
demand for skills

Relies on the perceptions and
expectations of respondents
(employers), which may be
different from other actors;
dependent on the rate of
response and willingness to
share information

administrative data

of data available in administrative
systems, e.g. education/training
enrolment data, data on trade
testing, etc.

is readily available and can be
analysed in a cost effective
manner to produce findings

Job opportunity Collection, collation and analysis Provides a comprehensive index Advertised vacancies may be
Index of job vacancies from local of how demand for different skills difficult to match with skills;
newspapers are changing resource intensive, with limited
coverage of demand from
smaller companies
Use of Collection, collation and analysis Much of the data for this analysis Coverage limited to

administrative purposes, and it
can be very difficult to obtain
access to data

Sector studies

Expertise in quantitative and
qualitative analysis of skills issues

Comprehensive approach for
understanding how different
factors influence the demand for
skills

May prove costly in view of
scarcity in sector-specific
analytical skills; partial view

Stakeholder driven
forums

Bringing together stakeholders on
a regular basis to discuss changes
to the labour market

Provides one of the most effective
and efficient means of obtaining
information about the labour
market

Certain individuals might
dominate this process and
provide a distorted view of the
labour market

1 E. Corvers and M. Hensen, “Forecasting regiortablm market developments by occupation and

education”, in O. Strietska-llina and M. Tessarfads), ibid.

12 Corvers and M. Hensen, ibid.




Despite progress in terms of methodology, econamatodels have remained costly
to develop and maintain, and heavily dependenheravailability of high-quality data for
many years. There are however alternative appreatiet could be used to provide
information on future skill needs. A precursor tbetbuilding of a fully-fledged
econometric model is the construction of an industrcupation matrix, and to use this
matrix to make projections based on expected eciingmwth rates (by industry). This
approach has the advantage that it is relativehpls to carry out, and will provide some
insights in the development of occupations/skitighe near future. The feasibility of this
approach has recently been tested by the ILO fiectssl countries, and a tool that has
wider applicability is being developed (see boxIBshould be emphasized, however, that
this tool is not intended to be a substitute foreaonometric model, and should only be
used in conjunction with other methods. The mairppse is to provide a framework that
can be used to support further analysis/developaiestnployment and skills policies, and
not to provide a blueprint for the future.

Other methods include the calculation of ratesetdimm on education or training and
tracer studies. Rate-of-return analysis, whichrisugded in the human capital theory and
has cost benefit analysis at its core, can be eghph broad levels of education (primary,
secondary, etc.), but also to particular labour ketaigroups (employed in agriculture,
industry, etc.). Comparisons of rates of returmlifferent levels of education allow for a
prioritization in the allocation of resources. Teacstudies are an accepted method to
provide information on the prospects for gradudtesn particular institutions (in the
formal or the informal economy, including speciaining programmes). This method has
the benefit of providing highly relevant informatioegarding specific skills.

Information on specific current and future skilleds can in principle also be obtained
through enterprise training surveys, if an adequasponse rate can be achieved and
employers are willing to share information. Becasaeh surveys can be tailor-made to
serve specific purposes and target a specific gafugnterprises, there is much scope to
collect useful qualitative information. An examp¢ethe survey of businesses undertaken
by the Economist Intelligence Unit in AsiaThis is not a nationally representative survey,
but a survey of members of a corporate networkh e aim of building a picture of
perceptions among selected businesses. The suorelucted in 2007 highlighted skill
shortages as an important business concern ireghern.

While labour market signaling based on labour fasueveys can be used to assess
excess supply of labour, as captured in unemploymenterprise surveys can be
undertaken to measure demand that is not yet metipyyly, i.e. job openings or vacancies.
Enterprise surveys to measure job vacancies, amgtgoes recruitment problems, have
gained popularity in recent years in the indusiré world, including in several European
countries and the United StatésAn assessment of job vacancies and the skills
requirements of these vacancies can also be maidg psiblished vacancies (“help
wanted” advertisements). Like enterprise-basedeysnof job openings the latter method
can be used in both developed and developing aeantrut the limitations of a so-called
job opportunity index in terms of coverage of tladur market, in particular the bias
towards larger companies and corporations, willnime important in the context of a
developing economy. Australia and Canada are exesgdl countries that have used both

13 See Economist Intelligence Unit, 2008.

1 See Clark and Phillips.



enterprise-based surveys and a survey of “helpagdradvertisements to gain insight into
labour demand. See box 4 for an application of @pisroach by the Government of Nepal

to assess the demand for Nepali workers overseas.

Box 3:
A tool to project occupational employment

Econometric models are able to produce a consistent and detailed picture of the future demand for skills. Models that are used
by OECD countries usually consist of four independent modules. The first module (1) is a multi-sectoral macroeconomic
model, generating total employment projections by sector, and the second module (2) is an occupational model capturing
changes in the employment share of occupations within each sector. The sectoral macroeconomic models used in module (1)
are complex, and are used for a wide variety of purposes. For the second module, modeling techniques may be used that are
less sophisticated and occupational forecasts are generally derived by extrapolating historical occupational trends by industry.
In other words, the determinants of occupational change are not modeled explicitly.

Ideally, these two modules are complemented by a replacement demand module (3) and a qualifications module (4). Total
replacement demand from module (3) should be added to “expansion demand”, estimated in modules 1 and 2, in order to
calculate the expected net requirements for each occupation. Occupations are linked to qualifications in module (4).

The principle of the tool developed by the ILO is to use an alternative module (1), namely a two-steps approach consisting of:
(1a) an econometric model predicting value added (VA) by sector, based on projections of GDP and VA by broad sectors
(agriculture, industry, services) and other major macroeconomic variables available from international and national forecasting
institutions; and (1b) a model that links total employment and VA by sector, by examining elasticities over time and across
sectors, in order to derive total employment estimates by sector. For module (2), the idea is to test an occupational model
capturing changes in employment share of occupations within each sector, using extrapolating techniques such as growth
curves. Module 3 and module 4 are not considered due to the lack of available data for most developing countries.

The combination of estimates from modules 1 and 2 allows for the generation of occupational projections in the medium term
(up to 5 years). The projections take the form of confidence intervals, with the width of the intervals proportional to the
cumulated forecasting risk.

This approach has been tested with data from four countries (Indonesia, South Africa, Pakistan, and Philippines). In terms of
final output (cumulated forecasting risk and forecast intervals), the results can be summarized as follows:

- With few exceptions, the law of large numbers prevails independent from the country, the sector and the econometric
model that was tested. When the number of persons in a given occupation by sector is important in quantitative terms,
it is much more predictable (both in absolute and relative terms) than minor occupations. This implies that this
approach can capture the significant occupations by sector but not the many minor occupations by sector.

- Related to the predominance of the law of large numbers, the approach does not give sufficiently good results at the 2-
digit level of ISIC. Only around 20-40 per cent of occupations by sector present a limited projection risk.

- At the 1-digit level of ISIC, the picture changes significantly, with around 60 per cent of the occupations in terms of total
employment presenting a limited cumulated forecasting risk.

Based on these findings the calculation of occupational projections at the 1-digit level of the ISIC is clearly feasible for the
sectors that present a limited projection risk. The projections should take the form of intervals, and it is pointless to produce
projections if the projection risk is too high.

Source: Based on J.-M. Pasteels, “Analysis and Projections of employment by sectors”, draft report (Geneva, ILO, October 2008); R. Wilson,
|. Woolard and D. Lee, “Developing a National Skills Forecasting Tool for South Africa”, Report prepared jointly by the Institute for
Employment Research, University of Warwick and the Human Sciences Research Council, Pretoria (2004).

Administrative data can be used to complement fitata surveys or other dedicated
data collection exercises. Enrolment data, for gotaptan be used to produce information
on the current supply of skills, and the extenwtach this supply is in accordance with the
current structure of the labour market. Administeidata may also prove useful to signal
trends in skill needs, for example in the casaadd testing, as the number of people who
have been trade tested can provide an indicatievhath skills have an economic demand.
Such data should however be interpreted with a@serends in administrative data may
reflect political as opposed to economic factors.

Administrative data is also produced as a by-prodéithe implementation of certain
skills policies. In this case the data may be usechonitor these policies, and to some
extent to evaluate their effectiveness. For exapipleorkplace skills plans feature as an
element of the national skills development systam,analysis of these plans and their



implementation can be used to monitor policies, dsb as a source of signals regarding
the current and future training needs of the lalforge.

Box 4:
A Job Opportunity Index in Nepal

The construction of a Job Opportunity Index (JOI) helped the Government of Nepal understand what type of
skills are in demand overseas and in which countries the demand for Nepali workers is concentrated.
Essentially, the JOI collated information about jobs being advertised over a 12-month period according to
Standard Occupational Classification (SOC) codes used in this country. This approach allowed for an analysis of
changes in the demand for different occupations over time, including whether demand is increasing or
decreasing.

The information for the JOI was collected from the Kantipur Daily Newspaper. This newspaper was chosen due
to the fact that it is the most popular newspaper for the advertisement of overseas jobs. During the initial pilot,
from April to September 2007, a total of 38,251 advertisements for overseas job openings were collated and
analysed. The starting point for the analysis was to determine the location of the proposed job. According to the
data, the majority of the advertised posts were found in Qatar, followed by Saudi Arabia and the United Arab
Emirates. Only recently have countries such as Israel started to recruit Nepali workers. Out of the total job
openings, 52 per cent were for unskilled positions, 48 per cent for semi-skilled positions and less than 0.2 per
cent for skilled positions. This breakdown was interesting since it confirms that Nepal is not just an exporter of
unskilled labour, and semi-skilled Nepali workers are also in demand overseas. Unsurprisingly, the analysis of
the data revealed that the highest number of job openings can be found for elementary occupations. However, it
also reveals an upward trend in the demand for craft and related workers, as well as a possible longer term
decline in the demand for elementary workers. These findings have important implications for what type of skills
will be produced in the future.

Another important issue revealed by the Job Opportunity Index is the type of recruitment strategy operated by
different countries, particularly in relation to whether certain countries have a preference to hire unskilled, as
opposed to semi-skilled workers. The evidence from the JOI suggested that all countries tend to recruit equal
proportions of unskilled and semi-skilled workers. However, there are exceptions, namely that Oman prefers to
recruit semi-skilled workers and Malaysia has a preference for unskilled workers. This type of information can be
used to influence future relationships with overseas governments, including building of the most favourable
partnerships, as well as memorandums of understanding between countries about the export of unskilled and
semi-skilled workers from Nepal.

Source: Based on M. Powell, Labour Market Component Analysis of the demand for skills in Nepal (Asian Development Bank
Nepal Skills for Employment Project, 2007).

Undertaking sector studies is an example of a ceh@nsive approach at the level of
an individual sector, usually consisting of a cdampn and analysis of information based
on existing sources, which can subsequently beewead by a stakeholder forum. The
combination of an analysis of available informatemd review by stakeholders is a very
efficient means to provide insights in current angbected skill needs, especially if the
forum is well-balanced.

Approaches and institutions to inform
skills development

Apart from developing methods to analyse labour ketartrends and skills
requirements, it is equally important to develogtimtional arrangements that enable
labour market actors to use information and anslyiere are many ways to develop such
arrangements, and the effectiveness needs to lessaslsin the context of a particular
country or economy. Nevertheless, several appreache be distinguished that relate to
factors such as the country’s level of developnaart the penetration of market reform. A



well-known distinction is between supply-driven Iskidevelopment and demand-driven
skills development.

The stylized scenarios distinguished by Zidermaoswsthe move from supply-driven
to demand-driven technical and vocational educatiwt training (TVET) in many African
countries during the 1980s and 1980sThe first scenario is characterized by traditiona
training finance flows in training markets whicteatominated by the public sector. The
government provides and finances most trainingchviis predominantly pre-employment
training. Workers pay for training through lump-séees or in the form of reduced wages.
On the other hand, training in the public sectosubsidized, student fees are set at purely
nominal levels and fees do not remain with trainingtitutions. Enterprises and private
training institutions provide some training to emreneurs and employees under
competitive conditions, but this is at their owntiative and expense and without any
contribution from government. The bulk of training this scenario tends to be supply-
driven, and not linked to labour market needs.

The second scenario is characterized by increasehcial diversification and
earmarked training levies or taxes charged on pnsess. The purpose of obligatory
payment of levies is the generation of revenuetlier support of training provision by
public and private training institutions, and theceuragement of training in enterprises.
Normally, the levy income is deposited in a fundjieh is managed by a government
department, or even by a tripartite structure, ths¢s it to make grants to training
institutions according to specific rules. While tidea of the levy-grant system is to make
the skills development system more demand-drivealjty may be different if no linkages
with labour market needs are developed.

Finally, the third scenario is characterized byegnated financing systems, with a
diversity of mechanisms meant to ensure competitileanand-driven training markets.
These include the funding of public training ingiibns on the basis of certain formula,
contract training targeted at disadvantaged grotifescharging of fees at public training
institutions, and the use of vouchers for poteritiihees to purchase training in the open
market. The mechanisms tend to be managed by autar® bodies run by boards
representing the training system’s main stakehsld&ccording to Ziderman, such training
authorities are generally better placed than gowem departments to operate payment
mechanisms for training institutions in ways thadrpote efficiency and competitiveness in
training markets.

It is clear that Ziderman'’s scenarios are “stylizex$ fundamental changes in TVET
systems are complex and take many years to comgdtatgtly, because an extensive
“technical” agenda usually including the introdoctiof standards-based training, training
of trainers, upgrading of facilities and so on, caty be implemented gradually. Secondly,
the pace of change will be determined by politmgbport for the process, and especially
institutional changes may be slow to materializehe face of reluctance of the public
sector to yield power. In the complex process oET\feforms the role of LMIA can easily
be overlooked, and shortcomings may only becomarapp during implementation.

Training systems in many African countries at itheetof independence resembled the
first scenario, which matches the traditional mamporequirements forecasting approach
in which education and training needs are deterghg@ntrally, governments fund training
from budgetary allocations and provide trainingublic sector institutions. Even after the
manpower requirements approach had been abandaudinistrative and finance

15 See Ziderman, 2003.
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mechanisms in line with the first scenario oftemaéed intact and reforms during the
1990s and sometimes later were intended to movg e this scenario.

In the first scenario, the scope of skills develepinpolicies is limited to activities
that can be controlled by governments, and poliesfluence skills development in the
private sector are mostly lacking. In the extremsgecthat traditional manpower planning is
applied to the public sector only, and training wscin public sector institutions only,
many indicators could be produced drawing on adstrigiive records of public institutions.
This would mean that reporting systems and infoionaflows can be developed along
bureaucratic, hierarchical lines. If the trainingstem becomes more demand-driven in
accordance with the other two scenarios, and thgoitance of workplace-based is
increasingly taken into account, alternative sasireedata and information become more
important as well, including household surveysalelsthment surveys and many of the
methods listed in table 1. For example, if trainimgtitutions are operating largely
autonomously, and graduates do not have guaraeteptbyment following their studies,
there is a clear need for tracer studies. Similafrlgconomic policies target certain sectors,
sector studies are an appropriate instrument thedbnce skill needs and supply.

The approach developed by Ziderman is helpfulesib@oints to the importance of
the evolution of TVET systems and attempts to érpilais process in terms of the match
between the TVET system, the level of institutionkvelopment and the movement
towards market orientated development. This apprassumes that the type of labour
market information generated and correspondinglized, will depend upon the country’s
level of institutional development and the pen&rabf market reform. Adopting such an
approach can help us understand what type of lalbearket information should be
introduced into a particular context, based onitiséitutional structures and the nature of
the market reforms.

An alternative way of looking at this issue is ¢@dis on the type of development that
has occurred in a country, as opposed to the lefs@levelopment. Adopting such an
approach can help us understand the way in whistitlitions develop and to identify
information that meets the needs of the end usarth&more, the failure to adopt a
culturally sensitive approach could result in theduction of information that is not readily
used in the policy-making process.

The first policy model can be termed thducation approactor model. Under this
approach LMIA is used to guide decision-making witthe Ministry of Education (see
figure 1). The mechanism for translating this infiation into supply is the formalized
school system as well as tertiary education coflegehus, within this model, pre-
employment education and training tend to be usedhe vehicles for responding to
changes in the demand for skills. Within this modaly limited attention is given to
supporting skills development in the workplace. rElfiere, under this approach it is
important to understand the changing nature of dema the labour market, and it is
equally important to focus upon the degree to wrsklls produced by the education
system are responding to this need.

The advantage of this approach is that there asedinks between the identification
of labour market needs and the implementation cdtegjies to change supply. This
approach tends to focus on two areas of reforninfitwencing supply. The first of these
centres on the curriculum and involves attemptsatch the curriculum at the tertiary level
with the demands of employers. A second strategydes on influencing the number of
graduates in particular subject areas. This is atlymachieved through providing
incentives for students to enroll on programmestafly where there is a skills shortage.
There are also other advantages to this approatmainit is relatively easy to influence
support for a particular subject, and generallyehis no need to engage in extensive
dialogue with different government departments takaholders. And as a consequence,
this approach can also be a quick response te skt are in short supply.
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However, on the downside, the education approaufstto neglect the role played by
the workplace in supporting skills development. i&rty, it fails to consider how pre-
employment skills relate to the whole process fefldng learning outside of the formal
education system. The education approach was ugbdvarying degrees of success in
Hong Kong, China, and to a limited extent in thateth Kingdom and Jamaica.

The second approach can be termedetmployment approactsee figure 2). This
contrasts with the education approach in that esiphia given to supporting changes in
skill levels and the occupational structure of wwrkforce. Under this model or approach,
a Ministry of Labour normally monitors the changingture of the labour market in an
attempt to identify skills gaps within companiesd asituations where demand outstrips
supply for certain types of occupations. In additithis approach also uses information
from the labour exchange (employment servicesydermto obtain information about what
vacancies exist and the skills of those lookingwork. The assumption underpinning this
approach is that the response to these skill gpestar gaps can be met through a variety of
strategies. The first focuses on strategies forpsumg skills development in the
workplace. Normally, the incentive for encouragsgh skills is through the introduction
of a skills levy. This can be used to encouraglissitevelopment amongst young people
who have entered work and also among existing eyap® who need their skills
upgrading. However, it is important to note thaatglgies should also tackle social issues,
particularly relating to disadvantaged groups ahd tinemployed who cannot obtain
employment due to their lack of skills

Figure 1. The education approach
Labour Market ] Ministry of Education
Information "

A 4
Decision-making process for influencing supply

A 4 A 4

Changes in the content of Changes in the type of
the vocational school subjects being studied at
curriculum tertiary education

A 4

Changes in the type of skills and qualifications held by
those entering the labour market for the first time
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Figure 2.  The employment approach
Labour Market R Ministry of Labour P Labour
Information " D Exchange

\ 4

Decision making process for influencing the supply of skills

A 4 A

Strategies for skills Immigration
development guotas

A 4

Changes in the skills and occupational structure of the workforce

The government also has a second strategy if treeyrable to respond to skill needs,
namely introducing immigration quotas for certaipds of skills. This is a mechanism that
can be used to respond quickly to a skills shortdage employment approach is probably
close to the strategies used by the governmentseirRepublic of Ireland and in South
Africa. There are also elements of this approacthénstrategies used by the governments
of the United Kingdom and Jamaica. This approachcisompanied by the provision of
extensive information about the labour market, &énglemployers, providers and learners
to make decisions about how they invest their nesssuin skills development.

The third approach can be termed ithtegration or economic development appraach
This approach differs from the other two in thahitolves more joined-up policies in order
to identify and respond to skill shortages (seargg3). Under this approach the priority for
determining skill requirements is normally the diren of the country’s economy. This is
influenced by the Ministry for Economic Developmemt the Ministry for Trade and
Investment. Subsequently, they provide informationthe Ministries of Education and
Labour about what skills are in demand and cormedimgly what skills they should
produce. So here an integrated approach is usedsfmnd to these shortages, which
involves pre-employment education, training wittie workplace and support for those
unable to enter the labour market due to lack dfsskn addition, this approach can also
use employment strategies to support skills dewvedoy, particularly in high-skilled
occupations. The use of immigration quotas can &islp a government to respond
immediately to skill shortages. This integratedrapph aims to ensure that the skill needs
of all sections of society are taken into accound that appropriate responses are made
through a number of interconnected actions. Singajman example of a country near to
this approach.
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Figure 3.  The integrated or economic development approach

Improved synergy of decision making and coordination of
policies for economic and skills development

A 4

Changes in the vocational school curriculum
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education
Strategies for skills development
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Immigration quotas for specific skills

A 4

Labour Market R Ministry of Economic LMO, coordinating
Information "| Development/Trade & Investment ¢ > and supporting
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" " formation
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v HRD council

Changes in the skills and knowledge of young people coming
onto the labour market, upgrading the skills of employees in the
workplace, generating strategies to encourage the growth of
occupations in high skill areas and the importation of scarce
skills

3. Pakistan: LMIA and skills to
accelerate growth

A wide ranging programme of reforms was introdubgdhe Government of Pakistan
in 2000, including fiscal adjustment, privatizatiohthe energy, telecommunications, and
banking sectors and trade reforms. Together wititiaf and private transfers, including
additional support provided by the United Statdera2001 and a domestic consumption
boom which was stimulated by a stable exchange tlagenew policies have resulted in
higher economic growth rates. The economy has grawan average rate of 6.6 per cent
per annum for the last six years, compared to anage of 4.6 per cent during the 19§0s.
Higher economic growth has contributed to povedguction and freed up resources for
social spending. According to the Ministry of Figanthe poverty headcount decreased

16 See Ministry of Finance, Government of Pakist})&
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from 34.5 per cent in 2000-01 to 23.9 per centd@4205, after registering increases during
the 1990s.

The recent economic performance notwithstandingisRa faces a number of
challenges, not the least of which is the neede&iore political stability and address
security concerns, as well as the need to maimstatable macroeconomic environment in
the face of renewed inflationary pressures, a ati@ecount deficit and a fiscal deficit. An
important structural economic challenge is to owere the dependence on the cotton
economy, and the need to diversify the economy itdsvanore advanced products with
higher valued added. Manufacturing has traditignadlen concentrated in low value-added
products, with an important role of textile expdtat are dependent on cotton crops as the
main input. Despite efforts to diversify the ecoryoim recent years, some analysts deem
the current economy to be more dependent on textjperts than it was in 1999-2080.

Diversification of the economy away from its depemce on low-skills, low-
technology manufactured exports is hampered byrabeu of constraints. An important
constraint is the very low level of human resoudeselopment in Pakistdfi.In 1999-
2000, more than half of the labour force had attmog year of schooling, and by 2005-
2006 this proportion was still high, at 46.2 pentc@ Skills development in the workplace
has traditionally been very limited in Pakistanvadl. In his paper on the low-level skills
trap, Amjad notes that “... unfortunately investimgskills development and developing a
well- trained labour force has always been of laienity for factory owners and managers
in the cotton industry®

The increasing recognition of the economic constsgposed by the low level of skills
is reflected in recent policy documents. Theedium Term Development Framework
2005-10(MTDF) contains a series of policies and measwikeigh aim to steer Pakistan
towards the knowledge economy, and position thenttgubetter in the face of global
challenge$! One of the key strategies is investment in edanab raise the level of skills
of the future labour force. Similarlyjision 2030 which was released in 2007, identifies the
improvement of the quality and expansion of theiveey of education as a major
challenge, and places employment and employataitithe centre of economic and social
policies®? Partly with a view to the demographic transitibattis unfolding and partly with
a view to the low education and skill levels of tberrent workforce, technical and
vocational education and training has been madecémral pillar of human resource
development policies in Pakistan.

" See Economist Intelligence Unit, 2007.
'8 See Amjad, 2005, pp. 387-409.

19 See Ministry of Labour, Manpower and Overseas $?akis, Government of Pakistan, 2007,
Table 7, p. 16.

% See Amjad, ibid., pp. 389-390.

L See Planning Commission, Government of Pakistd®5 2

22 See also S. GhayuPakistan: Decent Employment Generation and SkiksdlopmentPapers,
Synthesis and Recommendations of the National ftiipa-orum orEmploymentnd Skills, jointly

organized by the Ministry of Labour, Manpower ande€eas Pakistanis, and ILO, 25-26 April
2006, Islamabad.
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New skills policies: NAVTEC and  Skilling Pakistan

In line with the new policies, the Prime Ministersffice established the National
Vocational and Technical Education commission (NAC) in 2006 with a view to
strengthen, standardize and streamline vocationdl tachnical education. NAVTEC is
primarily a regulatory and coordinating body foillskdevelopment and establishment of
national skill standards, certification and accatittn procedures.

In 2008 the institution released a new skills polidocument, entitledSkilling
Pakistan: A Vision for the National Skills Strate@p08 — 201ZIslamabad, NAVTEC).
This document starts by highlighting the shortcaysinf the current system of education
and training provision vis-a-vis policy aims. Pmiseenrolment in TVET institutions
amounts to 315,000 students, up from 200,000 i 2bThis may be compared with a
total youth labour force (aged 15-24) of aroundmiilion in 2006-07, and a target in the
MDTF of 0.95 million skilled workers annually (ofhich 0.7 million are to be trained in
public sector institutions and the remaining partthe private sector). However, more
important than the current shortfall in capacitygumantitative terms are the constraints in
terms of quality of education and trainirgkilling Pakistannotes that the current TVET
system lacks linkages between the supply of s&itid market demand. Public institutions
tend to continue offering what they have traditipntaught, regardless of the usefulness of
these skills in the workplace.

Similar to TVET reform strategies in many countri@killing Pakistantherefore
formulates three main objectives:

- Providing Relevant Skills for Industrial and Econoridevelopment
- Improving Access, Equity and Employability
- Assuring Quality for Skills Development

Apart from widening access to training and raisthg number of students, the
elements outlined under each objective suggestwe fitom a supply-driven TVET system,
mostly in line with Ziderman'’s first scenario (smit in the previous section), towards a
system that better meets market demand and wilbdteer integrated with economic
development objectives. This is in accordance witle reasoning underlying the
establishment of NAVTEC, which aims to achieve thilgough, inter alia, more
involvement of the private sector in the developmehthe TVET system. A central
element is therefore the establishment of SectdlilsSRouncils (SSCs), which will be
modelled on similar institutions aiming to involwalustry in training provision elsewhere.

The skills policy document highlights the need ifdormation and analysis to inform
skills development policies and provision, an isk was also part of the justification for
the establishment of NAVTEC. To this end, a sedemethods are mentioned, including
several of those listed in table 1 (section 2)hsas labour market signalling, the use of
tracer studies, the construction of a job oppotyunndex and sector studies. The
Government is expected to develop capacity to de work, but also to commission
research, as well as to facilitate the productibiMIA by other organizations. LMIA
should not only cover the supply and demand fdisskut also the impact of current and
future provision on employability, and the linkadgetween skills development and broader
economic objectives. SSCs are expected to havevaapirole in providing “industry
intelligence” about current and future skill needs.

% See Kemal, 2005, pp. 349-357, Table 1.
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The role of LMIA is thus well-accepted, aBilling Pakistancontains a vision of the
direction such information and analysis should t&kawever, it does not contain an action
plan, in which resources, responsibilities and vidis are clearly spelled out. The
development of an effective system of LMIA to inforskills policies requires the
coordination of activities between a wide rangaabrs, and takes time to develop. Below
we will discuss recent efforts to improve LMIA iraldstan, as well as the information that
will be produced foSkilling Pakistan

Developing labour market information and analysis

Over the years, Pakistan has made important efforteonitor labour markets and
human resource development, often with internatiGogport through various projects
which covered not only data collection, but alsbolar market analysis and capacity
development. At present, the most important sofwcdabour market information is the
labour force survey (LFS), which has been conduftiechany years by the Federal Bureau
of Statistics (FBS). The survey has been regulaaljewed and refined and provides a
source of quality information on labour marketsPiakistan at the national and provincial
level, although the survey is not representatiiewaer (district) levels and at times suffers
from difficulties in terms of data collection inrt&in geographical areas.

Nevertheless, a number of challenges has persigtegarticular concerning the
analysis of labour market information and vis-a-piglicy development in general and
skills development policies in particular. Theselule:

- Lack of timely and focused analysis and interpretadf basic labour market and related
indicators.

- Limited integration of labour market analysis oe ttme hand, for example conducted by
academic and research institutions, and policy Idpweent on the other, mostly due to
capacity constraints in the public sector.

- Low awareness of basic international concepts,sifieations and definitions among
policy-makers, social partners and other stakehslteluding the media.

- Lack of data pertaining to topics that are high tbe policy agenda such as skills
development and local economic development.

These challenges gained importance in view of dhetfonger emphasis that has been
placed on employment and human resource developpwities in more recent years,
which has been highlighted before. In this contlgt Ministry of Labour and Manpower
(MOLM) in collaboration with the ILO and the Unitédations Development Programme
(UNDP) started the development of labour markebnmiation and analysis. A new unit
was established in the MOLM, the Labour Market trmation and Analysis Unit, which
became operational in the second half of 2006 lfe®eb).

Since the start of the LMIA Unit, four reports halveen produced. The first report
focused on an initial set of key labour market cadiors to assess the attainment of decent
work in Pakistan. Subsequent reports had a motieaiofocus, on skills development and
youth employment, respectively. The most recenbntefocused on the achievement of the
new Millennium Development Goal (MDG) target 1B sllFand productive employment
and decent work for all including women and yourepgle. This report, released in
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December 2008, examines in detail the four indisatbat have been adopted to monitor
MDG target 1B*

Box 5:
A LMIA system development in Pakistan

The aim of the newly established labour market information and analysis system is to provide up-to-date and
timely information and analysis, which can be used for policy formulation and monitoring of decent work and
other policies. The LMIA system consists of three components:

(1) Labour Market Information and Analysis Unit
(2) Institutional arrangements
(3) Labour market information and analysis tools
(a) Analytical tools
(b) Reporting tools

(1) The LMIA Unit has been staffed with a team of junior professionals working on information system
development and policy analysis in the employment and labour field. The staff is being trained both through on-
the-job and off-the-job training on topics such as labour market analysis and the use of general and specific
software for statistical analysis and data management.

(2) Institutional arrangements enable the LMIA Unit to effectively bridge the gap between data collection and
labour market analysis on the one hand and decent employment and other policy formulation on the other.
These arrangements start from the formal and informal linkages of the LMIA Unit as it is located in the
institutional set up of the MOLM. In addition, an Advisory Panel has been established which brings together
labour market stakeholders and social partners. The Advisory Panel reviews and plans the activities and outputs
of the Unit on a regular basis and fosters linkages between data collection, analysis and policy development at
the national and provincial level. In this way the Panel ensures continued policy relevance, ownership and
sustainability of the Unit.

(3) The LMIA system uses two sets of tools, namely analytical and reporting tools. The approach that has been
adopted regarding the analytical tools is to start with the development of a national LMIA database containing a
limited number of key labour market indicators. These indicators have been identified, produced and stored in
accordance with international standards and reflect best practice in LMIA development. Over time, this set of
indicators will be expanded in response to the demand for information and the capacity of the LMIA Unit to
maintain and update the database. Regarding the dissemination and reporting tools, the LMIA Unit produces
labour market reports on a regular basis. Since the start of the project, four reports have been produced.

The national database that has been establishéaebyMIA Unit will be used as a
model for the development of provincial and localathases. In terms of content, the latter
are not limited to the information stored at nadiblevel but will follow the structure and
methodologies underlying the national database.

Developing LMIA for Skilling Pakistan
The efforts to improve LMIA in Pakistan have focdsmn the development of a basic
infrastructure to analyse existing data and thelgetion of regular reports. In the context
of Skilling Pakistan a project has been developed by the ILO with fiugpdrom the
European Commission aiming on the one hand to sugip®new skills strategy and on the

other to develop the necessary information andyarsaio inform the strategy.

The main objective of the LMIA component of the jemt is to improve the
operational capacity of the LMIA Unit at the fedeamd provincial levels to collect and

4 See Ministry of Labour and Manpower, GovernmerRakistan, 2008.
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(1)

(@)

3)

analyse information on skill needs and labour tserahd to strengthen linkages between
LMIA, the business community and training provideadl in the context ofSkilling
Pakistan The outputs are as follows:

Regular production of LMIA reports

The production and distribution of regular briefsdaeports is the main source of
information provided to stakeholders in order tioim decisions. The federal LMIA Unit,
and the provincial units supported by the proj&dl, produce regular briefs and reports
based on an analysis of labour market data usiadatiour force survey as well as other
sources of information. These publications will @an emphasis on skills, and are based
on international standards (e.g. analysis of edmtalt attainment, shifts in sectoral and
occupational distributions, changes in wages andirggs). Supplementary information
will come from specific surveys and studies caroetiat all levels, including tracer studies
to be carried out by the TVET authorities, for whtechnical support will be provided.

Key activities will include:

To prepare regular LMIA reports based on an amslg$ilabour market data from the
labour force surveys and other sources of inforomati

To conduct sectoral studies and research.

To support TVET authorities in conducting survegd atudies.

To develop a feedback mechanism between the praradepublic sectors in accordance
with Skilling Pakistan.

LMIA units in provinces established and capacity
of federal and provincial units enhanced

The analysis of national labour market informatiencurrently undertaken by the
LMIA unit in the MOLM. The project will continue tsupport the federal LMIA unit and it
will provide technical and financial support to tpheovincial Departments of Labour in
order to establish effective provincial units.

The national LMIA database, modeled around the 8 Kéy Indicators of the Labour
Market database, will be further improved and appate data will be shared with the
provinces, which will establish and maintain theean databases.

Key activities to enhance LMIA capacity include:

Recruitment and regular training of LMIA staff aderal and provincial levels.

Provision of equipment, software and technical supio all LMIA Units.

To develop training modules and organize studystour

To improve and share LMIA databases.

To develop a website to share data between LMIAtdJat the federal and provincial
levels, and to link NAVTEC, TEVTASs and other stakéters.

To establish a Technical Advisory Panel for eachANNit.

Capacity of statistical agencies (federal and
provincial) enhanced

For the success of the project, the quantity aralityuof the data collected will be
crucial. Therefore, the capacity of the statistiagkencies in the country needs to be
enhanced. The project will extend support to th& kiBconducting the labour force survey
with a view to producing data that will better info skills development and youth
employment programmes. Efforts will be made to expahe LFS to produce
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representative data at the district level (inijidh selected districts), and to better capture
information that is relevant to skills. The projedtl also provide support towards a new
national occupational employment and earnings surve

In addition, the project will support the improvemhef labour market information for
skills development through the establishment of datilection mechanisms at the sector
level in selected districts. These mechanisms, sigclkestablishment enquiries aiming to
produce qualitative information on skills issuesll Wwe implemented by the provincial
bureaux of statistics (BOSs). Nationally, theraaifow response rate to enterprise-based
surveys so there will be a targeted marketing aggravith employers to improve response
rates. However, before any representative estaidiah enquiry is conducted, a sample
frame needs to be developed.

Key activities to support statistical agenciesune!:

- Provision of technical and financial support to Rl BOSs.

- To train staff at a regular basis.

- To support expansion of LFS to selected districts.

- To support pilot establishment enquiries.

- To support a pilot national occupational employreerd earnings survey.

(4) Capacity of LMIA users enhanced

Capacity of stakeholders and key users of LMIA seedbe developed in order to
better understand concepts and information, entldleuse of analysis and to foster the
integration of labour market analysis with policgvélopment. For this purpose, workshops
will be carried out to provide an avenue for capalsuilding and information sharing.

Key activities to enhance capacity of users of LNtélude:

- Identification of target audiences.

- To organize workshops at the federal and proviriea| to train the staff of NAVTEC,
TEVTAs, training providers, employers’ and workergirganizations and other
stakeholders for the analysis and use of LMIA.

- Disseminate LMIA through electronic and print media

Evolution of LMIA

The LMIA Project started in 2006 by producing balsMIA, focusing on trends in
key labour market indicators to inform employmend dabour policies. The project that is
being prepared in early 2009 aims to raise thel levanalysis, and steer it closer to the
requirements of skills policies. This involves ndata collection methods, such as the use
of establishment surveys alongside the labour fawerey, more disaggregation, and
deepening of the analysis. With respect to thedathany of the quantitative as well as
qualitative methods to inform skills policies thaere discussed in previous sections (in
particular table 1) will be utilized.

In this way, the evolution of LMIA can support theove from a supply-led TVET
system to a system that is better able to cope euittent economic challenges, including
the need to diversify the economy. In terms of itigtitutional approaches set out before,
the Advisory Panel in its current form supportseamployment approach. The effectiveness
of the Panel in the future will depend to an impottextent on the role of NAVTEC and
the institutional linkages that will be developedhe context oSkilling Pakistan
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4.

South Africa: LMIA and skills for
transformation

Both the range of methods that can be used toifgesiill needs, and the interplay
with the institutional structure for the translatiof these needs into policy action, can be
illustrated with the development of the trainingstgyn in South Africa following the
democratic transition. South Africa presents a umigase study of a country in which, after
many years of ignoring the productive potentialtteéd majority of the population during
apartheid, the transition in the beginning of t#90s provided an opportunity to make a
new start. Accordingly, a national skills strateggs developed which was launched in
2001, focusing on the upgrading of the skills o# thbour force as well as the early
identification of future skill needs. More recently follow-up strategy was introduced,
while the centrality of education and skills in 8oéfrica’s policies has been reinforced by
the Accelerated and Shared Growth Initiative — SouthricAf (ASGISA, Pretoria,
Government of South Africa, 2006). ASGISA reflectgrent thinking on the knowledge
economy and the impact of globalization, and ikdohto the national skills strategy as well
as the Joint Initiative for Priority Skills Acquigin (JIPSA). JIPSA identifies the shortage
of skills as the single greatest impediment forhbgublic and private investment
programmes, and aims to address urgent skill ndéagsdevelopment and implementation
of national skills development strategies have beeoompanied by efforts to build
adequate skills development information systemschvivill be detailed below following a
summary of the institutional set up of the TVETteys itself.

The first National Skills Development Strategy (NSD 2001-2005) aimed to ensure
a more appropriate and sustained investment ipéogle of South Africx NSDS | was
built on a series of laws and regulations that waamulgated in the second half of the
1990s, providing for new institutions, programmeasd &unding policies. Legislation
includes the 1995 South African Qualifications Awity (SAQA) Act, the 1998
Employment Equity (EE) Act, the 1998 Skills Deveatmgnt (SD) Act and the 1999 Skills
Development Levies Act.

The SAQA Act established the South African Quadifions Authority, a body
appointed jointly by the Minister of Education atite Minister of Labour representing
stakeholders in education and training (see fighreSAQA oversees the construction of
the National Qualifications Framework (NQF, an greted framework for learning
achievements), registers gualifications and maistai database of learners’ achievements.
Qualifications and standards for registration os NMQF are recommended to SAQA by
national standards bodies (NSBs), in turn fed kanaards generating bodies (SGBs).
SAQA also accredits education and training quadissurance bodies (ETQAS), which
check and monitor providers and provision of fornedining, certify learners and
recommend modifications to existing standards amalifications or new standards and
qualifications.

% See Department of Labour, Pretoria, 2001.
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Figure 4. Institutions involved in the NSDS
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The SD Act provided for a National Skills AuthorifdSA), which was established to
advise the Minister of Labour on the formulatiordamplementation of a national skills
development strategy and policy. The members ofNB& represent organized labour,
organized business, the community, government,aitucand training providers, experts
on employment services, and SAQA. The SD Act astaldished Sector Education and
Training Authorities, which are responsible for liskidevelopment in their respective
sector, including the development and implementatibsector skills plans (SSPs). SSPs
provide a description of a particular economic @edtarting from a sector profile covering
current employment patterns, skill needs, educatod training supply, and factors
influencing future changes in skill needs in thetse The plan must include a vision of
where the sector hopes to be in the next few ydwns, it will get there, and how it will
measure success. It must also include a budgetnatitbds for monitoring and evaluation.

At the enterprise level, the SD Act stipulated thatrkers and employers should
together draw up a workplace skills plan (WSP),hwépecial provisions for smaller
companies and the development sector (e.g. mierd-sanall enterprises in the informal
economy). Similar to a SSP, but at a more detddeel, a WSP describes which skills are
needed, who needs the skills, how those identifididget the skills, and how much it will
cost.

An important new incentive for skills developmewlipies was provided by the skills
development levy payable by employers at a ratk pér cent of the total remuneration of
employees. From the funds collected in this way Department of Labour (DOL)
authorizes the disbursement of up to 80 per ceBEfBAs and channels 20 per cent into the
National Skills Fund. SETAs, in turn, return up70 per cent of the total levy-amount to
employers on the basis of defined actions of thesgloyers in terms of skills
development. Each SETA is allowed to spend up tpetCent of the total levy-amount for
administration and running costs.

The skills development system is completed by Pioal Offices and Labour Centres

of the DOL. Provincial skills plans are preparedakhare made up of project skills plans
linked to development projects. Provincial skillevdlopment forums (PSDFs) bring
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together government departments, employers, tradensi and organized community
groups. The NSF provides funds for the training paapproved projects. Labour Centres
provide employment services for workers, employangl training providers, including

improvement of such services to rural communitees] assist their clients in accessing
education and training programmes.

Taken together, South Africa’s skills developmentigies introduced mechanisms
that are intended to ensure an integrated, demawneidraining market in accordance with
Ziderman'’s third scenario set out in section 2. Hstablishment of the NSA, and in
particular stakeholder-driven SETAs and PSDFs, ditnekeep training decisions close to
the demand for and beneficiaries of training. Catitipe tendering for long-term contracts
was introduced for the development sector, and etitign was also introduced between
public and private sector providers. One of thezcoldyes of the introduction of the NQF
was to create a level playing-field between forava informal training modalities.

Skills development information

a)

b)

c)

Central in the institutional set up to inform skildevelopment policies was the
establishment of the Skills Development Planningt (®DPU) in the DOL. According to
the SD Act, the functions of the SDPU:

to research and analyse the labour market in dodéetermine skills development needs
for:

a) South Africa as a whole;

b) each sector of the economy; and

c) organs of the State;

to assist in the formulation of:
a) the national skills development strategy; and
b) sector skills development plans; and

to provide information on skills to:

a) the Minister;

b) the National Skills Authority;

c) SETAs;

d) education and training providers; and
e) organs of the State.

Apart from assisting in the formulation of NSDSHdaNSDS Il (2005-2010%, the
SDPU has been pivotal in monitoring the strategmsd in particular the “success
indicators” (see Annex 1 with reference to NSDSTRese indicators, which are used to
measure progress in the implementation of theegfies, require administrative and other
information. For this purpose, the SDPU liaiseshvaitnumber of actors including SAQA,
several departments of the DOL itself, including firovinces and the units dealing with
the Development Levy Information System and GraisbOrsement System, the NSF and
SETAs. With regard to the latter, a system of QarrtMonitoring Reports was introduced
soon after the start of NSDS |, which capturedrmiation on skills development activities
in each sector (based on WSPs and enterprisenigaiaports). Information on structured
learning programmes, skills development grants,leadherships by sector was assembled
and analysed in the SDPU. Under NSDS II, followthg amendment of the SD Act in
2003, attention shifted to reporting of SETAs ineliwith Service Level Agreements

% See Department of Labour, Pretoria, 2005.
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between SETAs and the DOL. A very important sowktaformation is the semi-annual
series of labour force surveys conducted by SiegisBouth Africa (StatsSA), which
provided the overall quantitative labour marketnfeavork of the skills development
system. These surveys are used to produce estiofates overall size of the labour force,
and breakdowns by sector, educational attainment, e

In addition, the SDPU undertook or commissionedlist and evaluations on the
productivity effects of skills development, indystraining linkages, and tracer studies, in
accordance with the requirements of the NSDS. B@amele, indicators 2.1 and 2.2
(Annex 1) suggest that the contribution of skilesvélopment grants towards productivity
and employer and employee benefits are measureédindicator 5.2 suggests the use of
tracer studies to obtain information on the effeotslearnerships on employment. In
collaboration with SETAS, an evaluation of learihgss was conducted at the national level
which assessed both the costs involved in the dpwednt and implementation of
learnerships and the “external efficiency” of leaships, i.e. how learnerships affect the
labour market possibilities of individual benefitgs. An assessment was also made of the
potential use of econometric, multisectoral models)form skills policies. The results of
this assessment showed that there is modeling itapacSouth Africa, and econometric
models could become important (together with othethods) to inform future skill needs.
It is however also noted that improvement in datality is needed’ More recently, and in
line with NSDS II, ASGISA and JIPSA, information svaneeded on “critical skills”.
Accordingly, a list of critical skills has been guxed on the basis of consolidated SETA
inputs, stakeholder forums and other informatiord huilding on earlier efforts to identify
scarce skills using labour market signaling anddnelopment of a job opportunity index.

Much of the work of the SDPU is reflected in annimaplementation reports, annual
reports on the “state of skills” in South Africaycaother publications that are available on
the website of the DOE. This work has been used to inform stakeholdersutjtr the
NSA, SETA forums, PSDFs and other platforms.

A successful skills development system should retcbnfused with a successful
skills development information system, but the @ve clearly interlinked. Without proper
information on which to base policy decisions amjustments, it is not possible to
effectively implement skills strategies and achiéagets. According to both the research
of the DOL and independently conducted researah,Sbuth African system has met a
range of targets, and there is evidence of growthiraining activity following the
introduction of the new systefh.

Monitoring of the South African skills developmesitategies draws on most of the
methods that have been discussed in section 2 (13blOne reason for this is that there is
not one superior method to inform skills developmamd identify future skill needs (or
critical skills). Another reason for the use of ivas methods is that a range of skills
development modalities is employed, and criticallskot only refer to pre-employment
skills imparted through the education system, kada o skills that need to be acquired on-
the-job through workplace skills development. Exgece with monitoring skills
development has resulted in capacity at both théraleand the sectoral level to undertake
labour market analysis, and an institutional strreethas been created in which actors and

27 See Wilson, Woolard and Lee, 2004.
28 http://www.labour.gov.zal.

% See, for example, McGrath and Akoojee, 2007, gf-434.
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stakeholders collaborate in a network to monitargpess as well as to provide feedback
into the skills development system. The emphasishermonitoring of results as well as

feedback to policies is reflected in the 2008 Budgwte Speech by the Minister of Labour,

which makes extensive references to the evaluatodsresearch conducted by the DOL
and others?

At the same time, the introduction of a new skillesvelopment system and a
commensurate monitoring and evaluation system bageen without problems, many of
which are well-documented. One example concerngntneduction of the comprehensive
National Qualifications Framework (NQF), which igpposed to encompass all learning
activities. The fact that the NQF hardly existedobe the NSDS was started created
problems in monitoring success indicators thatrreteto the NQF, and by 2008, it was
still only a small part of training activities thatas conducted in accordance with NQF
standardg! The introduction of the NQF also led to problemserms of reconciliation of
different traditions, interests and requirementsthef education and training sectors, in
particular between the Departments of Labour andcEton3* Such problems clearly
hamper the transition from an employment approachrt integrated approach to skills
development information.

As was mentioned before, the SDPU has played daivale in monitoring the skills
strategies, and was established in the DOL for $piscific purpose. This brought the
advantage of a clear analytical focus and direxdt 10 policy processes. Overall, the unit
seemed to have served its purpose, while benefitorg technical cooperation (as part of
the international support for the NSDS), and tiisegience could be relevant in debates on
labour market observatories or labour market aislysits elsewher&. It is however also
important to note the specific characteristics loé South African skills development
system in which the SPDU performed its functionsege include the strong political will
to use skills development as an instrument for econ development and to redress the
underutilization and exploitation of the labourderduring the apartheid era, which resulted
in a comprehensive re-engineering of the skillsettggment system including most or all
institutions involved. Furthermore, the South Adricexperience in monitoring the NSDS
benefited from a large corporate sector, whichvadld for a levy-grant system producing
administrative information that covers an importpatt of the economy. As expenditure on
training is already far exceeding the amounts geedrby the levy-grant system, this
system may at some point in the future be abandomed alternative sources of
information will have to be developed. As the eqogalevelops, this is likely to involve a
larger role for establishment surveys and enteggraning surveys.

0 'See http://www.labour.gov.za/media-desk/spee2b@8/budget-vote-speech-celebrating-ten-
years-the-fruits-of-our-labour/.

31 According to the Budget Vote Speech by the Mimiste Labour, this proportion amounted to
22 per cent in 2006-07, up from 9 per cent in 2082-

%2 See, for example, Departments of Education anelgtPretoria, 2002.
% In both Botswana and Mozambique, for example, diseussion on the establishment and

institutional location of an observatory or labaoarket analysis unit is ongoing in the contexthef t
reforms of the TVET system in these countries.
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S.

Ireland: LMIA and skills for rapid
economic growth

Two long-term trends have influenced the pace ohemic growth in Ireland, namely
the rising quantity and quality of labour supplyThe size of the Irish labour force
increased rapidly during the 1990s, as those borimgl the baby boom of the 1970s came
of age and stayed in Ireland in larger numbers. quadity of the labour force improved as
those who had benefited from the expansion of daucat second and third levels, dating
back to the 1960s, advanced through the cohontgodfing age. The ready availability of
well-educated and trained labour has been oneegptimcipal factors attracting continuing
strong inflows of foreign direct investment to &etl. Irish economic growth has been well-
balanced, with indigenous and overseas sectorsbiéirlyi robust growth in both
manufacturing and services. Some sectors, suclofagase, electronics and call centres
have shown exceptional rates of output and emplaymewth. Major segments of Irish-
owned industry, such as engineering and consuroel; ftave also demonstrated a capacity
for sustained expansion of production and employrmerecent years.

A key feature of Irish economic performance sirtee 1990s has been the translation
of rapid economic growth into large-scale job gaBstween 1991 and 2006, Irish GNP in
real terms has grown on average by around 6 pdrarmually, creating an additional
865,000 jobs with the total number in employmerdcteng 2 million in 2008> The
significant drive of recent growth has been donseddémand and the sectors driving this
expansion have mainly been construction and seyvidéhe remarkable gains in
employment have been accommodated by sustainedases in the size of the labour
force, rising labour force participation rates argbuctions in unemployment. The
participation rate rose from 52.3 per cent in 18962.9 in 2006, while the unemployment
rate declined from 14.8 per cent in 1991 to 4.3geert in 2006.

Ireland’s investment in education and skills hasypt a central role in the economic
growth experienced over the past decades. Sincéa6@es, the share of national income
devoted to education has doubled. In recent ydhes, Government has made major
commitments to investments in education and trginEBmployment and human resource
development have received considerable funding rutheeformer National Development
Plan covering the period 1994 to 2000. The Plarsicens people to be the country’s most
important asset and almost 12.7 billion Euros wasiged to increase their employability
and adaptability, encourage entrepreneurship araingte equal opportunity. More
recently, emphasis has been given to a new vigior2020 in which a well educated and
highly skilled population will contribute to a coefgive, innovation-driven, knowledge-
based, participative and inclusive economy.

% Ireland’s economic transformation over the pastade is attributable to an array of mutually-
reinforcing factors: low inflation, moderate incsea in money wages under successive national
agreements, the correction of the public finanaasjtinuing inflows of private foreign direct
investment, financial transfers from the Europeamob, tax reductions and broad stability in
exchange rates. All of these factors have allowwssl énterprise sector to regain international
competitiveness while restoring credibility to palpolicy. Underlying these factors, however, two
long-term trends have dictated the pace of econagroeth — the rising quantity and quality of
labour supply.

% see ILO, 2007.
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Evolution of skills planning

Ireland has a long history of labour market plagniand supporting skills
development in strategic sectors. The links betwdentifying skill needs and translating
them into supply have been varying in strength divee, but have become solid in more
recent year®®

Taking a more detailed look, manpower forecastingaaational or sectoral level in
Ireland goes back to the forecasts made by the tieism that participated in the work of the
Educational Investment and Planning Programme (EiBated by the OECD Committee
for Scientific and Technical Personnel in 1962. Tenpower and educational forecasts of
the Irish team were made for seven broad occuptigroups and 99 industries for the
period 1961-70. Projections of the level of outgubductivity, and the number of workers
required in each industry were made by the Minisfr§Finance as part of its work on the
Second Programme for Economic Expansishich covered the period 1964-70. The Irish
EIP team took these projections and used occudtioformation from the 1951 and 1961
censuses, the rate of change of productivity pekerpknowledge about the circumstances
of each industry as well as judgement to convertindustrial employment projections into
occupational projections.

The Ministry of Labour’s National Manpower Foreg¢agtModel which was used to
make occupational forecasts for the period 1968s32d Population Census data for
occupations and industries for 1951, 1961, and 1%f&ssified by sex, which were
allocated to 16 occupational and 24 industrial geo(in line with the United Kingdom’s
Standard Industrial Classification). Occupationibgustry matrices for 1951, 1961, and
1966 were assembled and the absolute numbers weverted into percentages showing
the occupational composition of each industry. Timends were used to fit linear and
exponential regression equations to the occupdtjmer@entages in each industry and the
best-fitting equation was used to project the pateges to 1972. Ministry of Finance
projected employment figures for 1972 were disagmed by sex by extrapolating the
trend between 1961 and 1966 in the sex composfiemployment.

The next impetus for manpower forecasting came ftioencreation of AnCO — the
Irish Industrial Training Authority — which needémtecasts to plan its training throughput.
AnCO conducted and/or commissioned manpower studitts the establishment of its
Research & Planning function from 1973 until itarsformation into FAS — the Irish
Training and Employment Authority — in 1987.

Shortly after the creation of FAS a recommendatias made in the mid-1980s that a
“Manpower Research Unit”, which would be resporesitir forecasting and manpower
research generally, should be set up in one ofréisearch institutes or located on or
adjacent to a higher education campus. This recordat®n was interpreted in practice by
transferring the technical work of forecastinghe Economic & Social Research Institute —
a government-subsidized private research institiiese primary interest was economic
forecasting.

Following a major policy review of state-sponsordeddies involved in industrial
development, the functions of attracting foreigweistment and supporting indigenous
industry were separated into two bodies, IDA anteEmise Ireland (prior to this IDA had

% Much of the evidence contained in this section ted®n from A. Maloney, “Labour Market
Planning Ireland”, in M. Powell (ed.)Skill Formation and GlobalizationLondon, Ashgate
Publishing, 2005), but has been updated to takesiotount recent changes.
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been responsible for both), and a new super ageRoyfas, which was given the
responsibility to coordinate these two agencies tandrovide the support for an Expert
Group on Future Skill Needs (see figure 5). Forisorts to the Ministry of Enterprise,
Trade and Employment.

Figure 5.  Forum for addressing skill needs in Ireland
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More recently, closer synergies have occurred tetvidentifying skill needs and the
development of national strategies. In Septemb®b62the Ministry of Enterprise, Trade
and Employment requested that the EGFSN underesdearch to support the development
of a national skills strategy. The terms of refeeefor this study were to determine what
skills are required to help Ireland make the tmsito a competitive, innovation-driven,
knowledge-based, participative and inclusive econbmthe year 2020. The information
gathered during this study helped form the visiond national skills strategy, including
future targets and an implementation strategy.

Organizations involved in determining skill needs

Responsibility for addressing skill and employmeeeds falls under the Ministry of
Enterprise, Trade and Employment. As was mentidoeddre, the remit of this Ministry is
to attract inward investment and support indigendeigelopment. Beneath this Ministry is
Forfés, the National Policy and Advisory Board Eotterprise, Trade, Science, Technology
& Innovation. This Board advises the Minister ontt@s relating to support for industrial
development, the coordination of such activitiethwinterprise Ireland, IDA, as well as
ensuring synergy with other activities, includieghnology, marketing and HRD.

There are three groups operating beneath Forfasdatettively they help to identify
existing and future manpower requirements, develagiegies for responding to these skill
needs and support human resource development iorsedewed as important to the
country’s economic development. The first of theg®ups, the Expert Group on
Forecasting Skill Needs has the following purpose:
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To identify, in a systematic way, the skill needdifferent sectors and to advise on the
actions needed to address them

To develop estimating techniques that will assisriticipating the future

To advise on the promotion of education/continutsning links with business at
national and local levels

To consider strategic issues in developing parimgss between business and the
education/continuous training sectors in meetimgsttill needs of business; and

To advise on how to improve the awareness of jd#egeeof sectors where there is
demand for skills, of the qualifications requiradd of how they can be obtained.

Membership of the EGFSN is tripartite and the imeohent of the Ministry of
Education & Science, the Ministry of Enterpriseade & Employment and the Ministry of
Finance, helps ensure that policies will incorpamnaieasures which support labour market
adjustments in accordance with the needs of thenogogp. The participation of
development agencies and the employment authoritieans that the skill needs of
development projects can be quickly communicatdtieaelevant training authorities. The
private companies and employers’ representationreaghat a commercial insight is taken
on board. Finally, trade union representation/pgdition provides an opportunity for
workers’ views to be taken into account.

The EGFSN obtains its information from four diffetesources, including the
Economic and Social Research Institute (ESRI), BA& (see figure 6). Each of these
organizations provides different, but complementanctions. The ESRI is a government-
subsidized private research institute, whose prfmection is to undertake economic
forecasting for the EGFSN. The second source aftimdtion is derived from FAS, which
provides a regionally-integrated and locally-basedvice for jobseekers, employers and
community groups through a network of Employmentvise Offices and Training
Centres. The Employment Offices are designed tovigeo vocational guidance,
registration, referral and placement servicesdbsgekers and employers. In addition, FAS
provides a range of business services to small,iumedand large businesses, both
indigenous and foreign-owned. For most sectorsetlage industry training committees,
containing representatives of both employers aridngn These bodies advise on sector
training needs. A final partner in the process athgring information is the Higher
Education Authority. Under the Higher Education AEt1971 their functions are to assist
and review the need for higher education and tostags the co-ordination of state
investment in higher education.

All of the information produced by the EGFSN isalissed at the Business Education
and Training Forum and they recommend approachesmiglementation. Subsequently,
these recommendations are passed onto the skiflermentation group. Membership of
this group consists of public civil servants ane tbhairperson of the EGFSN. The
responsibility of this group is to review the reaqoandations of the EGFSN and identify
how they can be implemented.
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Figure 6. Institutional sources involved in identifying skill requirements
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Approaches to identifying skill requirements

As outlined earlier, in 2007 the EGFSN was requkbiethe Minister for Enterprise,
Trade and Employment to help determine the coumnfrture skill requirements in order to
form the basis for a new National Skills Stratedy.look at this process will help
demonstrate how labour market information is used &asis to develop a skills strategy.
The EGFSN used a combination of methodologies teraene the nature and extent of the
country’s skills requirements for 2020. This invedvdocumenting the following:

= A review of the changing nature of employment desnamd how it will impact on the
occupational structure of the labour force

» The anticipated supply of skills in 2020 under éxésting policy framework

= The expected demand for skills in 2020

= The ability of existing supply policies to meet thaicipated demand in 2020

Through this approach the EGFSN was able to highleEyeas of possible skill
shortages, a vision or skill map of the where thentry needs to be and an operational
strategy of how this can be achieved.

Understanding future demand

In the context of Ireland, the process of deterngnfuture skill needs begins by
predicting employment levels for 2010 to 2020 tHoulge use of the country’s Medium
Term Economic Review. This enables the EGFSN tavstat employment levels within
agriculture will fall in absolute terms, from 118@® in 2005 to just 73,000 in 2020.
Manufacturing levels are also expected to fall,hvaround 100,000 fewer people being
employed in this sector by 2020. Whereas, the firgbsolute increases are expected to
occur in the financial and business service se@tir0,000 jobs), public administration
(+125,000 jobs) and other market services (+80,000)

Moreover, in absolute terms the largest increasemployment levels is expected to
occur in professional occupations, with around @0@,new positions being created. Other
occupations expected to experience strong growghthose in personal and service
occupations (+79,000) and associate professionaupations (+74,000). Whereas,
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Figure 7.
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occupations in agriculture (-47.6%), plant and niaety (-20.7%), Clerical (-5.5%) and
craft and related are expected to decline in radagrms (see figure 7).

Total employment by major occupational group

02005
B2020

Agricultural Professionals clerical Personal & Plant

Service Machinery

SourceOccupational Employment ForecagBublin, FAS/Economic and Social Research Ins#it@002).

In addition to changing employment levels and tbeupational structure of the labour
force, the EGFSN also obtained qualitative infoioraabout how generic skills and skill
sets within priority occupations will change ovke 2008 to 2020 period. From extensive
discussions with stakeholders they anticipate tyeateric skills become of increasing
importance across all occupations, including thditabof individuals to work more
autonomously; be self managing, work as part ¢éxlle team, adapt to change and solve
complex problems. These assumptions are basedeomakrement towards a knowledge
economy in which even those in low skill occupasianill be required to use the former
generic skills in their everyday activities.

When it comes to the changing skill mixture withatcupations, the EGFSN
commissioned Publica Consulting Ltd to identify howacupations will change over the
next years and what demands will be placed on petpHo their jobs effectively. Once
again a number of common trends were identifiedszcselected occupatiosFirst, each
occupation will require an increasing breadth ofowledge. For instance, software
engineers will need to have programme knowledgeadsal a better understanding of the
business dimension that their research is targetd®gond, routine and un-intellectual
demanding tasks will decline. A case in point i8 ¥ork for cashiers, where routine tasks
will become automated and they will spend increasamounts of their time handling
customers. Indeed, within all occupations it carekpected that people will spend more
time interacting with other people and will have develop the appropriate skills,
particularly those associated with dependability aesponsibility. The increasing role of
legislation and regulation will have an impact dills, including those associated with

%" The occupations studied were: food processingatives (SOC 809), software engineers (SOC
214), laboratory technicians (SOC 346) and casinidrcounter clerks (SOC411).
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health and safety, as well as compliance with guassurance systems and standards.
Understandably, these new demands will increasdetienical competencies associated
with individual occupations and people in all ocatipns will require higher qualification
levels.

Understanding future supply

Figure 8.
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Having documented the possible future structuréheflabour force and what skills
will be in demand in 2020, the EGFSN attempts tdemstand the supply of skills over the
same period. This is achieved through analysingctentry’s demographic trends and
existing stocks of skills. This enables the EGF8Neiach the conclusion that the Republic
of Ireland will have a more educated labour foreerahe coming years and this is mainly
due to the retirement of older workers who haveargr education profile, as well as the
fact that younger people and migrant workers wilvér a better education profile.
Nevertheless, as by 2020 over half the country’sking population will be over 40, the
education profile of the existing stock, as opposedthe inflow, will be a major
determinant of the country’s future skill profilds a consequence any attempt at raising
the skill level must give priority to the currendsk within the labour force.

The projections on future supply have been caledlain the basis that there will be
no significant change in government policy for Iskibr education. Subsequently, the
EGFSN attempts to identify how future projectioms supply will respond to anticipated
changes in demand (see figure 8). These figuragestighat demand for some of the higher
level skills will outstrip their supply but, at tHewer secondary level and below, supply
will be greater than demand. The inferences froese¢htrends are numerous, but the most
important issue is that under the present policgnado there will be considerable
shortages of graduates in the future, and a sigmifinumber of individuals with lower
secondary level or below qualifications are likédybe unemployed. The economic and
social impact of this situation could be severadlag to wage inflation, increased costs
and many of the social ills associated with unemyplent.

Supply and demand for skills in 2010 and 2020

O Third level:Honours degree & above
O Third level - certicate/ordinary degree
B Upper Secondary/FE

O Lower Secondary or Less

Demand 2005 Demand 2010 Supply 2010 Demand 2020 Supply 2020

Source Occupational Employment ForecagBublin, FAS/Economic and Social Research Instjt@002) .

32



Vision and policy response based on analysis

The EGFSN has developed a vision for skills whishtd produce a competitive,
innovation driven, knowledge-based, participativel anclusive economy with a highly
skilled workforce by 2020. This vision is based the preceding analysis and involves
developing a skills road map for the Republic @ldnd. Table 2 highlights the current
skills profile of the labour force and where thauctry intends to be in 2020. Within this
table, the first column shows the current skillfipeg the second column projects the skill
profile in 2020 with no policy changes, the thimlwomn projects the demand for skills in
2020, the fourth column shows unmet skill needs, thie final column shows a vision of
the skills profile for the new knowledge economy2iB20. All columns show the absolute
and relative distribution of the labour force innbs of levels on the National Qualifications
Framework (NQF).

Against this vision the EGSFN outlines a policy passe for raising skill levels.
Essentially, this centres on increasing the progordf new entrants in the labour force
with NQF level 4 and level 5 qualifications, andskitling the qualifications of the existing
workforce.

With regard to the first strategy, the percentafjthe population aged 20 to 24 who
have completed their upper secondary education (M~VE€s 4&5) is around 86 per cent.
Based on the projections in figure 8, this shoutdraised to 94 per cent and could be
encouraged through the established Leaving Cextifjche Leaving Vocational Certificate
Programme and the Leaving Certified Applied Progren?

Table 2. Skill profile of the labour force - absolute and relative share by NFQ level
NFQ Level Column 1 Column 2 Column 3 Column 4 Column 5
Current Skills Baseline Skills Baseline Unmet Skills Vision of Skills
Profile (2005) Profile in 2020 based  Projected Needs (Column 3 Profile for “New
on no policy change  Demand for less Column 2) Knowledge
to supply Skills in 2020 Economy” in 2020
Levels 8-10 20% 28% 29% 14,000 32%
393,000 667,000 681,000 776,000
Levels 6-7 12% 10% 16% 139,000 16%
223,100 233,000 372,000 385,000
Levels 4-5 40% 44% 38% (157,000) 45%
773,600 1,051,000 894,000 1,90,000
Levels 1-3 28% 18% 17% (60,000) 7%
539,500 450,000 390,000 180,000
Total 100% 100% 100% - 100%
1,929,200 2,401,000 2,337,000 2,431,000

% The Leaving Certificate is the final course in thish secondary school system and culminates
with the leaving certificate examination. The LemyCertificate Vocational Programme is similar to
the former course, apart from the fact that stugléake vocational subjects and it is designed ko he
students find their potential for self-directedrgag, innovation and enterprise. Finally, the Liegv
Certificate Applied Programme is to prepare stusldot adult and working life and comprises
general education, vocational education and vogatipreparation.
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Table 3.

However, the most significant means by which th@@g@ision will be achieved is
through upskilling the existing workforce. This Wide achieved using a combination of
adult education and training. Taking into accotnet ¢arlier figures, the EGSFN identifies
what output will be required per annum to achielwe vision identified in Column 5.
Table 3 provides an overview of the responses sacg$o achieve the shortfalls identified
in this column.

The implementation will involve a “one step up” apgch, consisting of a number of
interconnected stages:

Helping individuals and businesses identify théiil ieeds. FAS and Enterprise Ireland
should continue to assist companies to identifytthiming needs of their employees and to
feed back this information to providers.

Greater awareness about the benefits of educatmmh temining. A national media
awareness campaign should be developed to highlightalue of education.

Flexible and responsive provision. With the antitgal decline in the school cohort and
the growing importance of the workplace, emphagistnibe given to workplace training
that is fitted around working hours.

All provision under the “one step up” initiativealid be accredited and quality assured.
Attempts have been made to cost the operationalizaf the “one step up” approach —
upskilling levels 3, 4, and 5, a total of 153 naifli Euros; upskilling levels 6, 7, 8, 9 & 10,
a total of 304 million Euros.

In addition to the development of the framework #omational skills policy, the
EGFSN in conjunction with stakeholders monitors théour market and regularly
undertakes specific sector studies in areas vieagestrategic to the country’s longer term
development. A series of reports on the state ef Iibour market are published and
disseminated on a quarterly and annual basis.

Policy responses to raise skill levels to meet the 2020 vision

NFQ level 3 Emphasis will have to be given to improving literacy through adult education, involving
participation of the vocational training organizations and the Back to Education Initiative

NFQ levels 4 Once again adult education can be expected to play an important role, but emphasis will be
and 5 given to the training of those in employment, in which various organizations are involved (FAS,
Skillsnet, Failte Ireland, Teagasc and BIM). FAS should also investigate the possibility of how the
apprenticeship model could be rolled out to the adult workforce

NFQ levels 6 The main response is likely to come from the institutes of technology and the challenge is how to
and 7 reach out to industry and provide flexible training options at these levels.

NFQ levels 8,9 | Universities, institutes of technologies and professional bodies should work together to meet this
&10 demand within the NFQ framework

How labour market analysis is used to
influence skills policy

Much of the work undertaken by the EGFSN is anedytidrawing on a series of
methods and approaches that were set out befdabli 1 (section 2), including the use of
basic labour market analysis, econometric modelidgdicated and sector studies,
administrative data and stakeholder driven forufie analytical work results in a series of
recommendations and policy options. The implemanmaif these recommendations is left
to education institutions and the various agenojesrating under FAS who support skills
development.
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In Ireland the State has a voluntaristic approachranslating skill needs into the
supply of skills. The State’s role is to facilitafee timely flow of information between
enterprises on the one hand and education andéhgginoviders on the other, and to ensure
that a channel exists to communicate changing reopgints to those within the workplace
and the formal education systéiin terms of the institutional approaches discussed
section 2, Ireland is close to the employment aggiipand relying on voluntary action to
achieve its aims. Elements of the integrated ambr@aan be seen as well. Membership of
the EGFSN is tripartite and the involvement of Mimistry of Education & Science, the
Ministry of Enterprise, Trade & Employment and ¥Maistry of Finance, helps ensure that
policies will incorporate measures which suppooblar market adjustments in accordance
with the needs of the economy.

However, it is important to emphasize that skilidigy within the Republic of Ireland
IS in a constant state of flux and in the past useble more interventionist. The EGFSN
recognizes that their role includes ensuring tldicyp-makers are kept up to date with the
latest labour market trends and shifts in skillsndad. Therefore, it remains to be seen
which of these policy options are taken forward anglemented. Nevertheless reference
to the recent annual report of FAS would appearillustrate the organization’s
commitment to the National Skills Strategy Framewdndeed, within FAS's annual
report it states “over the coming years FAS willdass, in consultation with social
partners, the necessary steps to achieve thesskilegy’s goals*

6. Hong Kong, China: LMIA and skills for
structural change

The Hong Kong Special Administrative Region (SARpart of the People’s Republic
of China, but retains a separate political goveceastructure and economic system. Hong
Kong, China, has a highly successful economic teesrit achieved growth rates of over
5 per cent during a period of 25 years or moreufler of factors have resulted in Hong
Kong's (China) reputation as a leading manufactuand service centre in Asia. Perhaps
the most important amongst these are: free enserjmd free trade; the rule of law and a
well- educated workforce.

The economy of Hong Kong, China, has successfulidetgone a number of
structural changes. Following the post-war periogleasis was given to manufacturing for
exports, with the prominent sector being apparel alothing. However, over the last
decades the economic focus has increasingly shitie@rds re-exporting and trade in
services. The principal items for re-export arecteleal machinery and appliances, a
significant proportion of which are now being rg@exed to China. The service sector has
experienced a remarkable transformation over tlet gacade and now represents over
90 per cent of the economy of Hong Kong, China. Mo€ the manufacturing activities
have shifted to mainland China to take advantagheofower cost structures.

Free trade and globalization have had a significapiact on employment levels in
Hong Kong, China. Under the Asian financial crigiiemployment levels increased from
2.2 per cent to 6.3 per cent in the late 1990s eMbeless, unemployment rates recovered

% The EGFSN has published a document enti@ageers and Labour Market Informatiomhich
emphasizes the need for a central career portainamved career guidance for those in the school
system as well as adults in the labour market.

40 FAS Annual report and financial statemémt 2006, p. 1.
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back to 4.8 per cent in 2006, driven by a strongmgn rate of 8.5 per cent in 2005.
Employment is concentrated in the service sectdth van 86.3 per cent of total
employment.

Despite having a very hands-off policy towards ¢senomy, the government plays a
significant role in supporting the development oé-pocational skills. Perhaps the most
significant organization influencing skill formatias the Education and Manpower Bureau,
whose responsibility is to: (a) provide a welltmd workforce equipped to meet the
demands of a dynamic economy; and (b) to contribitethe overall economic
competitiveness of Hong Kong, China.

Under the Education and Manpower Bureau is the timual Training Council
(VTC), the largest provider of skills in Hong Konghina. The VTC is a tripartite body
representing the interests of employers, emplogeedsacademics. A total of 22 people sit
on this board and together they determine overalicy and strategy for the sector.
Emphasis is on pre-employment training and prograsaf study leading to a diploma or
higher diploma-level qualification, and on develgpipractical competencies. Around
70 per cent of the time in many programmes is smentpractical activities and the
remaining 30 per cent on theory. An estimated 1BDyoung people graduate from the
VTC each year.

Evolution of skills planning

Planning for Vocational Education and Training (MEAnd skills has been going on
for just over ten years. Given the emphasis towdrds trade and laissez-faire, the
Government’s support for skills development is @ity concerned with support for pre-
employment education and training. However, in vadwhe continual restructuring of the
economy and the move away from manufacturing, them@so a government-sponsored
retraining programme that provides displaced wakeith the necessary skills to re-enter
the labour market. In response to demographic srerwlrses are being developed for older
people in employment.

The Education and Manpower Bureau is responsibighfe following programme
areas: kindergarten education, primary educatieocorsdary education, special education,
tertiary education, vocational training and empbsy/eetraining, construction industry
training, employment services, labour relations,pleyee’s rights and benefits and
occupational safety and health. The first prograrfon¢hese different areas was developed
in 1997, covering a ten-year period. The Governngnbw in the process of developing a
second programme. Within each of these programmagshasis is on broad aims, as
opposed to specific outcomes or targets.

With regard to skills and VET the mandate of theiéadion and Manpower Bureau is
to advise the Government on the coordination, en and promotion of vocational post-
secondary and continuing education sectors. Intiaddithe Bureau advises on future skill
needs and on the disbursement of funds to traipnogiders. As specified previously,
under the Bureau is the Vocational Training Coyrtbi¢ largest provider of skills in Hong
Kong, China (see figure 9). Under the VTC are 2tational training boards (VTBS)
covering all sectors of the economy, the compasitbwhich are tripartite. These boards
meet every six months to review their sector angrtwvide feed-back to the VTC on any
important trends within their sector.

A number of other bodies report to the VTC inclglthe Employees retraining board
(ERB), the Apprenticeship unit, the Clothing Indystraining Authority (CLITA) and the
Construction Industry Training Authority (CITA). €hERB is a statutory body set up in
1997 to enable displaced workers to re-enter tlheua market, particularly domestic
workers and security guards. The unemployed pemsogives training and three months’
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work experience. The employer also receives a duykend around 1 million retraining
places have been offered since inception.

The CITA and the CLITA are also statuary bodieseyftvere established in 1975 to
provide young people with training. Funding forsbdwo bodies is provided from a levy
on companies operating in this sector. Recently GiTA and CLITA have begun to offer
in-service courses for older workers in responséhéodemographic changes. The CITA
also carries out trade tests in sectors that haperitant health and safety considerations.

The country’s Apprenticeship Scheme was launchel9®7 to provide on-the-job
training for young people in 77 specified tradesder this scheme employers have to enter
into a contract and register with the ApprenticedBoard if they wish to employ a young
person. The training lasts for four years. Unfoatiety, demand for this type of training has
fallen from around 10,000 people in the 1980s, mmuad 3,000 in 2007. A number of
factors can account for this decline, ranging ftbm length of service to the fact that some
skills are no longer in demand.

The final scheme, the Skills Upgrading Scheme (SW&$ launched in 2001 to
enhance the employability of low-skilled workers fmpviding them with industry-specific
skills. However, in order to claim a grant, thertiag has to occur in an expanding industry
and one that employs a significant amount of Igedple. A total of 24 industries have
been identified for skills upgrading. The purpodettos scheme is to enable low-skill
workers to become more employable in sectors tleagx@anding.

Figure 9.  Organizations involved in skill formation in Hong Kong, China
Chief Executive
I
I |
Secretary for Education and Secretary for Economic
Manpower Development and Labour
University’'s Education & Economic Labour
grant manpower bureau development & Department
committee labour bureau
Vocational Training Employment
Council Services
I I I |
ERB Apprenticeship CITA CLITA Employment Programme
Unit Work Trial Scheme
Youth Training
Key:

ERB: Employees Retraining Board
CITA: Construction Industry Training Authority
CLITA: Clothing Industry Training Authority
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More recently, in 2004, the Government has endothedcountry’s qualification
framework, consisting of a hierarchy of seven Isyadach of which contains generic
descriptions. The development of the different cetapcies are the responsibility of the
Industry Training Advisory Committees, consistiffigemployer associations, trade unions,
professional bodies and other bodies. The EducatmohManpower Bureau is responsible
for helping to establish these committees and siiae have been established in the
following areas: watchmaking and clock manufacsr@rinting and publishing, Chinese
catering, hairdressing, property management, é&attand mechanical services, jewelry
manufacture, information and communications teabgywhlnd automotive.

Organizations and processes involved in
determining skill needs

The Education and Manpower Bureau (EMB), in comiiamawith the VTC, is
responsible for tracking skills that are in highrdand, and has a particular focus on the
demand and supply of skills in sectors that ar@tesgic to the development of Hong Kong,
China. At present the following sectors have beefindd as strategic by the Economic
Development and Labour Bureau: financial serviceading and logistics, tourism,
professional services, creative industries, infdromatechnology and information services.
Within each of these sectors the EMB identifiesaldranacro requirements for the medium
term (three to five years). The intention is tovide a general reference or signal to
planners, but not specific details on the numbertyme of occupations. The methodology
involves a two-pronged approach, consisting of mlmer of quantitative projections and a
series of qualitative studies. The quantitative jgmrtions identify demand for broad
occupational groups in specific sectors and howy tkbange over time. This is
supplemented by a series of establishment surueystly undertaken by the VTBs, as well
as qualitative information. Each of these Boarddeutakes a survey of skill requirements
in their sector every two years.

The mandate of the VTBs is as follows:

- To determine the manpower demand of the industgluding the collection and analysis
of relevant manpower and student/trainee statigticd information on socio-economic,
technological and labour market developments

- To assess and review whether the manpower supplyh&industry matches with the
manpower demand

- To recommend to the Vocational Training Council tevelopment of VET facilities to
meet the assessed manpower demand

- To advise the Hong Kong Institute of Vocational Ealion (IVE) and training and
development centres on the direction and stratégielopment of their programmes in the
relevant disciplines

- To advise on course planning, curriculum develognaed quality assurance systems of
the IVE and training and development centres

- To prescribe job specifications for the principalbg in the industry defining the skills,
knowledge and training required

- To advise on training programmes for the princjpht in the industry specifying the time
a trainee needs to spend on each skill element

- To tender advice in respect of skill assessmeratdettests and certification for in-service
workers, apprentices and trainees, for the purpafsascertaining that the specified
standards have been attained

- To advise on the conduct of skill competitions ieyktrades in the industry for the
promotion of vocational education and training aslvas participation in international
competitions

- To liaise with relevant bodies on matters pertartim the development and promotion of
vocational education and training in the industmycluding employers, employer’s
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Figure 10.

associations, trade unions, professional institigtidraining and education institutions and
government departments

To organize seminars/conferences/symposia on wdteducation and training for the
industry

To advise on publicity relating to the activities the training board and relevant
vocational education and training programmes oMhE

To submit to the Council an annual report on thairing Board’s work and its
recommendations on strategies for programmes iretkgant disciplines

Additional studies are commissioned by the VTBgtovide qualitative information
about changes in the sector, including how gloteadds, information technology and other
factors are impacting on the sector. Where apprtgrithe VTC will also establish a
committee to look at cross-cutting issues that ichjma each sector, such as disability or
the role of ICT.

Under this two-pronged approach the EMB thus prewidhe macroeconomic
framework for identifying broad skills areas ovhe tmedium term and the VTBs provide
specific details about the short-term skill needsiw each sector (see figure 10).

Approaches for determining skill needs

Economic Development
& Labour Bureau

1!

Determines Priority
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L

Fina_\ncial Ser\_/ic_es i Education & i VTB/VTCs
Trading & Logistics Manpower Bureau

Tourism

Professional services
Creative industries ¢L AL

ICT Identifies broad Undertake bi-annual
quantitative trends survey of needs and
over the medium term qualitative perceptions of

employers

Understanding future demand

The EMB determines the manpower requirements fpergod of five to six years,
allowing them to understand which sectors are tikaly to expand and contract. For the
period 2002-07 the EMB found that, in line with thentinual structural shift towards
services in the local economy, future manpower irequents are projected to increase in
the financing, insurance, real estate and busiresyices, transport, storage and
communications and community, social and persoeratoss. As a consequence their
combined share amongst the overall manpower raqaine will increase from 47.7 per
cent of total employment in 2001, to a figure ofSfer cent of total employment in 2007.
In contrast, employment levels in the manufacturkegtor are expected to decline by
61,300 over the same period (see table 4).
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Table 4.

Manpower requirements by economic sector

Economic sector

Estimated manpower
requirement in 2001

Projected manpower
requirement in 2007

Projected changes from
2001 to 2007

No. % share No. % share No. Average annual
change

Agriculture and fishing 11,000 0.4 8,400 0.3 -2,600 -4.3
Mining and quarrying 200 - 100 - -100 -14.2
Manufacturing 212,500 7 151,200 4.7 61,300 -5.5
Electricity, gas and 13,600 04 12,600 0.4 -1000 -1.2
Water
Construction 298,500 9.9 307,600 9.5 91,000 0.5
Wholesale, retail and 1,049,600 34.6 1,084,300 33.6 +34,600 +5
import/export trades,
restaurants and hotels
Transport, storages 262,400 12 417,100 12.9 54,700 24
and communications
Financing, insurance, 489,900 16.2 585,500 18.2 +95,500 +3
real estate and
business services
Community, social and 591,600 19.5 655,900 204 64,300 +1.7
personal services
Overall 3,029,400 100 3,222,700 100 193,300 +1

Besides changes to the employment levels, the EMBigts manpower requirements
by major occupational categories. Once again tedigtions suggest that as the economy
shifts towards knowledge-based activities, futunpower requirements are expected to
shift towards higher educated and skilled workerhe upper segment of the occupational
hierarchy. Over the 200-07 period demand for pifesls was expected to increase by
around 3.4 per cent per annum and those for mamdiyea smaller 1.7 per cent over the
same period. In contrast, the numbers in lowerl legeupations, including clerks and plant
and machine operators, are expected to fall annisil 0.8 per cent and 0.7 per cent
respectively (see table 5).

Having documented anticipated changes in employthesets within different sectors
and the corresponding impact on the occupatiomattsire of the labour force, the EMB
anticipates the educational attainment over theeséime period. Unsurprisingly, this
shows that manpower requirements at the upper dacpievel and below are expected to
decline, but demand for levels above will increase specific terms the demand for
workers at the degree level and above will increstseround 6.8 per cent per annum. In
other words the demand for workers with higher atioa qualifications will rise from 19
per cent in 2001 to 27 per cent in 2007.
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Table 5.

Manpower requirements by major occupation category

Major occupation

Estimated manpower

Projected manpower

Projected changes from

category requirement in 2001 requirement in 2007 2001 to 2007

No. % share No. % share No. % share
Managers and 283,900 94 314,600 9.8 30,800 +1.7
administrators
Professionals 191,500 6.3 234,500 7.3 43,000 +3.4
Associate professionals 583,000 19.2 737,200 229 154,300 +4.0
Clerks 586,500 19.4 515,100 16 71,400 -2.1
Service workers and 430,800 14.2 461,700 14.3 31,000 1.2
shop sale workers
Skilled agricultural and 9,700 3 6,600 2 3,100 6.2
fishery workers
Craft and related 291,800 9.6 278,900 8.7 12,900 -8
workers
Plant and machine 235,100 7.8 225,500 7 9,600 -7
operators
Elementary occupations 417,100 13.8 448,300 13.9 31,200 +1.2
Overall 3,029,400 100 3,222,700 100.0 193,300 +1

The second component for understanding demandviesdhe 22 Vocational Training
Boards, each of whom undertakes an annual manpsueey. A look at one of the
surveys will highlight the country’s sector approat determining skill needs. The
Banking and Finance Industry Training Board (BFITiB)responsible for assessing the
sector’s training needs and making recommendatmtise Vocational Training Council on
how these can be met. Within the Banking and Fieasexctor there are a total of 6,197
establishments and the BFITB implements a strdtii@ampling method to survey around
7,000 establishments on an annual basis.

One of the first issues to be investigated by eafcthe Industry Training Board’s
surveys is the structure and characteristics af geetor. Within the Banking and Finance
sector the survey documents how employment levats ¢dhanged in the different sub-
sectors over the past two years, as well as cuvearancies. Interestingly, the survey found
that 1,430 vacancies existed in the sector, themmaprity of which were to be found at the
managerial and supervisory levels. Similarly, egpts are asked how many new people
will be employed over the next 12 months and in twbecupational areas. Again, the
highest growth levels are expected to occur in mearna and supervisory positions.
Another important issue investigated by the sunamg the minimal educational
qualifications for those working in different ocatwns within the industry. This has
important implications for helping to predict futusupply (see below).
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Understanding future supply

At the national level the EMB makes comparisonsveen supply and demand by
educational attainment (see table 6).

Table 6. Projected manpower resource balance by educational attainment in 2007

Educational attainment Projected manpower Projected manpower Projected manpower
supply in 2007 demand in 2007 resource balance

Lower secondary and below 1,236,200 1,102,700 +133,500

Upper secondary 958,900 876,400 +82,500

Matriculation 190,100 252,700 62,600

Craft 30,200 14,600 +15,600

Technician 110,100 106,600 +3,400

Sub-degree 201,000 207,100 -6,100

First degree 455,900 538,500 82,600

Postgraduate 170,100 124,100 +46,100

The data in table 6 highlight a mismatch betwadnré demand and supply. More
specifically the table demonstrates a substantigdlss of manpower at the lower end of
the education system. It can be expected that §like lower end of the occupational
spectrum will tend to be phased out by office aatthom or as companies outsource
activities to the mainland due to lower costs. Asoasequence many of those coming out
of the education system with lower level qualifioas will have difficulties in finding
employment. In contrast the large shortfalls of pwamer at the matriculation and degree
levels are associated with the rising demand fdtebeeducated and higher skilled
personnel, all of which are in line with the origmn towards a service-specialized and
knowledge-based economy.

A similar approach to the one documented abovesésl by each of the Vocational
Training Boards to help understanding the natudkeatient of future demand within their
sector. However, when undertaking this task estonatare used to match future supply
with demand. A look at the approach used by theBw®ill help illustrate this point. From
the sector survey it was anticipated that in thet ear the industry would require an
additional 2,236 managers and around 2,236 sujpeyvetaff. However, according to the
same survey 86.3 per cent of managers should heyees and 74.4 per cent of those in
supervisory positions should have a professionplodia/certificate qualification. This
means that around 1,359 managers with degrees @mohda 1,660 supervisors with
diplomas will be required. Subsequently, the BFTlgses how this demand could be
met. Using statistics from the University Grant Coittee they show that around 4,932
fresh graduates will join the banking and finaneetar in 2005. Therefore, it is expected
that manpower demand at managerial and supervieeey could be easily met by fresh
graduates, or through internal promotions. In refato the clerical positions, the additional
demand of 3,355 is only a fraction of the 100,000n#5/Form 7 school graduates each.
Based on this scenario the BFTB comes to the cemiuthat future demand will be
readily met with existing supply patterns.
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How LMl is used to inform and influence policy

Most of the labour market information produced bg tEMB and the Vocational
Training Boards is used to guide future policigs.résponse the VTC will review this
information and where necessary influence the suppiming onto the labour market
through the appropriate vocational training insitto. In turn the activities of the VTC are
guided by a strategic plan covering a period oheigars, but this is fluid and updated
annually in response to hew demands outlined byMhBs. Attempts are also made to
influence student choice through career campaigdscareer guidance. Within the existing
strategic plan the government proposes that 6@qrof all school leavers should access
post secondary education by the academic year 201This represents an ambitious task,
but it is difficult to see how this figure was dexd or how it will be implemented.

The way in which courses are funded also has aradimpn student supply. For
instance, where there is high economic demand foairdicular programme of study, and
one that requires high capital investment, tuifiees will be paid by the State. However, in
subject areas where demand is high and there apital investment, such as accounting
or business studies, the State will not pay tuitiees. This strategy ensures that state
investment occurs in strategic skill areas thafptfieate sector would not support.

The provision of work visas is also used as a masha for obtaining skills not
available locally. Under this process a firm haadoertise locally, and if they are unable to
recruit an appropriately skilled person, they wiidlve to approach the immigration board
for a work permit. In turn, the immigration boardllwapproach the VTC to find out
whether this skill is in short supply. If the amaliion is approved the employer will be
required to pay a levy. This levy will be subsedlyensed to support the upgrading of
local skills through the employees retraining schem

There are also two other bodies that respond tdoyment and skill needs, namely
the University sector and the country’s Employn@etvices. The University sector has no
direct relationship with the VTC and reports dihg¢b the Ministry. As a consequence the
Universities are responsible for making their ovatidions about the labour market, with
the result that the majority identify what are thest appropriate courses for the market
place.

With regard to the Employment Services, they ofiefree recruitment service to
employers and jobseekers. There are a total cdld-based centres and each is linked by an
interactive employment website. This website erablaployers to register their vacancies
and jobseekers to register their CV. In order fopsut this process of matching vacancies
to employee, there is a telephone employment sentre and a processing centre. The
employment service centre handles over 600 calsyaand the processing centre receives
around half a million vacancies from employers epadr.

The country’s Employment Services also provide ftiiowing active employment
measures for the unemployed: (a) an employmentranoge for the middle-aged; (b) a
work trial scheme; and (c) a youth pre-employmeaining programme. The first of these,
the employment programme for the middle-aged, plesiiemployers with USD1,500 if
they employ a jobseeker who is aged 40 and abavhifee months. This provides a means
by which an employer can screen potential workéng work trial is similar and lasts for
around a month, providing the unemployed persomh wkposure to the workplace. The
final scheme provides school leavers with work-dasaining for a period of eight months.
The employers receive an incentive of USD2,000np&mth for employing a young trainee.
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7.

Conclusions

This paper’'s main objective was to investigatetsgia approaches that help planners
and policy-makers understand the future demandlils. In doing so the paper aimed to
provide empirical data on how labour market infotiorais used to inform or influence the
development of skills policies. It was argued tledtour market analysis can be used to
identify signals about skills trends, and the fissép is therefore to develop a set of
indicators that describe labour markets. The exangblPakistan illustrated how labour
market analysis can be developed in practice ifa date available, including basic
institutional arrangements to link analysis withippdevelopment.

Pakistan also illustrates how LMIA can evolve, frtme production of basic LMIA, to
information and analysis that is closer to requiata defined by skills policies, and in line
with the transformation of the TVET system towaedsystem that better meets market
demand and will be better integrated with econaseieelopment objectives. With regard to
LMIA, this process involves new data collection hwats, and deepening of analysis using
the range of methods that were set out in section 2

In another country example, it was shown that mafythese quantitative and
qualitative methods are routinely used in Southicafrranging from basic labour market
signaling to special studies and stakeholder drieeams. In terms of institutions, South
Africa shows how institutional development and fenetration of market reform are
linked to the generation of information and anaysiriven by the strong political will to
use evidence-based skills development as a tdbkipost-apartheid era.

Both the case studies of Ireland and Hong Kongn&hprovide evidence on how
labour market information and analysis can be ueedevelop a coherent framework for
future policies, including an identification of twe occupations and the number of people
needed at different skill levels. These two coumtxgmples also illustrate that despite the
criticism on manpower planning, it still has a usgeble to play in the planning process.
However, the evidence also confirmed that manpguesnning is being used as a tool to
signal broad changes in future demand, as oppasedotiding a prescriptive blueprint.
Manpower planning methods can perhaps best beasearcompass to provide a sense of
direction, as opposed to a GPS that tells polickersawhat to do at each crossing.

The country case studies provide a number of impbiessons for countries which
are about to develop a labour market informatiostesy or to reform their existing one,
especially with regard to how data was collected/ysed and most importantly utilized in
the policy process. The links between data cobectanalysis and utilization determine
whether an information system is effective or it simply, there is no point collecting
data or producing information unless there is aatahfor that information and it can be
used in the policy process, whether it is to infdha development or modification of an
existing policy or to monitor implementation towarekstablished targets or goals.

The valuable lessons from Hong Kong, China, retiateow LMIA is used to directly
influence the output of graduates from the coustVET system. The close synergy
between the country’s 22 Vocational Training Colsand the Vocational Training Board
help ensure that labour market information hasractiimpact on future supply. In this
system there is also a deliberate attempt to utadetduture demand in a strategic manner
and to carefully monitor how this changes over tiigreoccupations in different economic
sectors. The experience of Hong Kong, China, dlisstiates the importance of having the
appropriate institutional structures in place tdlem, analyse and utilize information.
Moreover, within this approach there is a very shemad time between the identification of
skills in high demand and changes in supply, engutat the TVET system is responsive
to changing labour market demand.
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A number of other useful lessons can also be gafrmd the case study of the
Republic of Ireland. Once again there are valuéibles between data collection, analysis
and the structures that use labour market infoonatSimilarly, short lead times exist
between the processes of data collection and ckangee supply of skills. The case of
Ireland is similar to Hong Kong, China, in thatustiures are designed to understand future
demand and ensure that supply is responding apatelyr but there are also important
differences. The Government of Ireland uses scemdanning to look at the demand for
future skills in terms of qualification attainmerubsequently, an attempt is made to
answer the question of whether this qualificatittaiament could be achieved with the
existing policy framework and, if this is not thase, which changes could raise attainment
levels, such as recommendations about instituticfarms or new strategies. Moreover, in
the short term specific studies are commissioneddéntify needs and incentives are
introduced to change supply. There is no doubt thet is a proactive and strategic
approach.

Clearly, there are policy lessons for other coestrio be gained from Ireland and
Hong Kong, China, but decisions relating to thdemion, analysis and utilization of data
will be influenced by each country’s level of ecario development and environment.
With regard to levels of economic development, gwidence would suggest that as
countries become more developed, the state playsra facilitative role, in that it will
disseminate labour market information as widelypassible to stakeholders, institutions
and individuals. This rests on the assumption tierkets will become more efficient when
people are provided with timely and accurate infstion and are able to make more
informed decisions about labour market outcomescdmtrast, in developing economies
there are few institutional structures that useuasbmarket information and people are not
familiar with making informed decisions based onclsuinformation. Under these
circumstances the State must play a more centdafidie in making decisions about what
skills are in demand and how supply should respEmeordingly.

However, in relation to the local environment, thistinction between developed and
developing economies, and how labour market inftionais used to inform decision-
making processes, is more complex than the dichptaiiscussed in the previous
paragraph. First, markets and people do not nedlggdsahave in a rational manner, even if
they have accurate and timely information. Secaoatextual factors play an important
role in determining what information is collecteathow it is used to inform policy.This
is an important issue and beyond the scope of igept study, but reference to a number
of examples will illustrate this point. For instanén Singapore the Government primarily
uses LMIA, not to understand trends in the econang the labour market, but to
determine in what direction the economy should mawve correspondingly what skills will
be required (in line with the integrated approaehait in section 2, and to some extent in
contrast with the employment approach adoptedeiamd).

Another example is the distinction between the Arghxon and Continental
European approach to how LMIA is used. Within tlomttental model, social partners
play an important role in providing information aibowhat skills are in demand and
correspondingly support the implementation of resgs. In contrast, the Anglo-Saxon
model is based around individual choice and howviddals make informed choices about
their labour market outcomes, provided they hawelly and accurate information. There is
a need for more research in this area, but whaetbéferences suggest is that what works

“1 In simplistic terms contextual factors refer toahhistorical, geographical, political and cultural
issues can impact on how information is used toiémice labour market outcomes.
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in one country will not necessarily work in anothierdeed, any approach to LMIA must
take into account the specific context and cultarates of that country.
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Annex 1. Objectives and success indicators of

1)

)

®3)

(4)

(®)

South Africa’s NSDS |

to develop a culture of high-quality lifelorggrning;
By March 2005,

(1.1) 70 per cent of all workers have at leastvall@ne qualification on the National Qualificaton
Framework;

(1.2) a minimum of 15 per cent of workers to havebarked on a structured skills learning
programme, of whom at least 50 per cent have cdegplbeir programme satisfactorily;

(1.3) an average of 20 enterprises per sectonffode large, medium and small enterprises), and at
least five national government departments, to dmmitted to, or have achieved, an agreed
national standard for enterprise-based people dprrednt.

to foster skills development in the formal eamy for productivity and employability;
By March 2005,

(2.1) at least 75 per cent of enterprises with ntbam 150 workers are receiving skills development
grants and the contributions towards productivibd &employer and employee benefits are
measured,

(2.2) at least 40 per cent of enterprises employieyveen 50 and 150 workers are receiving skills
development grants, and the contributions towandslyctivity and employer and employee
benefits are measured;

(2.3) learnerships are available to workers in g\s&ctor (precise targets will be agreed with each
sector education and training authority);

(2.4) all government departments assess and repobudgeted expenditure for skills development
relevant to Public Service, Sector and Departmentatities.

to stimulate and support skills developmergrimall businesses;
By March 2005,

(3.1) at least 20 per cent of new and existing bnegjistered businesses to be supported in skills
development initiatives and the impact of such sup be measured.

to promote skills development for employabilégd sustainable livelihoods through social develept

initiatives;

(4.1) By March 2003, 100 per cent of the Nationkll$ Fund apportionment to social development is
spent on viable development projects;

(4.2) By March 2005, the impact of the NationallSKrund is measured by project type and duration,
including details of placement rates which shalbbkast 70 per cent.

to assist new entrants into employment.
By March 2005,

(5.1) a minimum of 80,000 people under the ageldfi®se entered learnerships;

(5.2) a minimum 50 per cent of those who have cetegl learnerships are, within six months of
completion employed (e.g. have a job or are selfteyed), in full-time study or further training
or are in a social development programme.

National targets adopted for the beneficiarieeafhing programmes across the five objectives:

(1) 85 per cent to be black;
(2) 54 per cent to be female;
3) 4 per cent to be people with disabilities.
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