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PREFACE

Matching people’s skills to labour market needs is becoming more
complex day by day. Globally, more than 200 million people are
out of jobs. Female participation in the labour force remains only
around 50 per cent. Youth unemployment rates have reached 28.2
per cent in Western Asia and 30.5 per cent in North Africa. World
Bank data from 2016 has shown that almost one young person out of three fails to find employment in
fragile and war-torn countries.! Overall, integrating youth, women and other disadvantaged groups into
the global economy is a crucial but challenging endeavour.

Despite current challenges, there is room for hope. We strongly believe that the private sector’s
engagement will help to integrate labour market needs in skills training more effectively. It will help to
ensure that students and trainees acquire the labour market skills they need to land a job. The private
sector has the potential to significantly contribute to our efforts to address the existing skills mismatch.
Recent examples include how the private sector has helped to ensure that mastery with the latest
technological and industrial advancements, much sought after in the job market, are included in skills
training.

As the main technical organ of the Organisation of Islamic Cooperation (OIC), SESRIC works with its
partners on major initiatives such as the Skill Development for Youth Employment (SDYE) programme
and the Vocational Education and Training Programme for OIC Member Countries (OIC-VET) programme
to give young people the tools and skills they need to thrive. The youth bulge is one of the greatest
strengths of the OIC member countries, where young people make up the majority of the population.
The current state of affairs in the majority of these countries, however, shows that a significant part of
their youth populations remains inactive, while those actively seeking jobs in the market face daunting
challenges. This situation requires greater focus on promoting young people’s participation in the
labour market by, first and foremost, ensuring that they have the skills they need to succeed and by
fostering the creation of suitable jobs.

The Guidelines and Toolkit, jointly developed by UNDP IICPSD and SESRIC, is a timely global product
that will inspire, motivate and mobilize the private sector to engage more actively in skills training
for employment and allow stakeholders to collaborate more closely with companies, chambers of
commerce and business associations.

At SESRIC, we stand ready to disseminate the best practices and tools for employability highlighted here
to build resilient communities and open pathways to sustainable and inclusive development.

Amb. Musa KULAKLIKAYA
Director General
SESRIC
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The 2030 Agenda for Sustainable Development highlights the
importance of skills and lifelong learning not only to make
potential employees more attractive to employers but also
to empower people. Sustainable Development Goal (SDG) 4
reminds us that inclusive, quality education is critical for human
development. SDG 8 reminds us that decent work and economic growth can only be achieved through
productive capacities. The relationship between skills and employability is fundamental to the success
of the SDGs—from eradicating poverty to achieving gender equality to empowering women and girls.
All of these are nearly impossible without the much needed competencies, knowledge and abilities that
make an individual labour-market ready.

The Guidelines and Toolkit provides targeted guidance for governments, companies, local authorities,
training providers, civil society organizations and other actors on how to build partnerships with
the private sector and obtain impactful results from skills development that leads to greater worker
employability. It outlines how the private sector can help to ensure that disadvantaged youth, women
and other marginalized groups are ready to enter the labour force already possessing the skills they
need to thrive. It complements existing UNDP work on sustainable employment and inclusive growth
and, we believe, augments the related efforts of other international organizations.

Bridging the skills mismatch for greater employability will be a huge leap forward in achieving the
SDGs. The Guidelines and Toolkit promises to guide all stakeholders in that direction. The UNDP Istanbul
International Centre for Private Sector in Development will help to operationalize the Guidelines and
Toolkit in different programme and project contexts. In doing so, the centre will advance the global
development agenda by empowering people, giving them the skills they need to succeed in the labour
market, and by building resilient nations, making them more competitive and productive.

"> ¥
vb%ﬁ«/

Marcos NETO
Director
UNDRP IICPSD
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EXECUTIVE SUMMARY

This publication presents a number of lessons learned from a review of current practice and existing
literature on industry engagement in skills development and, based on these lessons, develops a set of
guidelines and tools for practical use. The document provides information on and examples of private
sector engagement in skills development at the national, sectoral and local level.

There is widespread recognition that the private sector has an essential role to play in enhancing the
integration of labour market requirements in training provision and ensuring that students and trainees,
especially among disadvantaged groups, such as women and people with disabilities, acquire market-
relevant skills. Companies with low-skilled workers can find training beneficial to their enterprises when
moving from low value to high value-added companies.

At the national level, an environment that encourages private sector engagement in skills development
requires a policy framework that fosters consultation, information-sharing and capacity-building, has a
long-term vision for private sector collaboration and ensures adequate funding. The factors that help to
build successful private sector collaboration at the national level focus on ensuring that:

I Skills development activities underpin national economic priorities;
I Stakeholder participation is maintained through transparent communication and collaboration;

I Transparent access is available to all through documented processes on the formation of private
sector engagement initiatives;

I Document accountability and redress mechanisms are available for all stakeholders, decision-making
processes are clear and legal systems, regulatory frameworks and other redress mechanisms are in
place to uphold the public interest;

I Funding and financial arrangements meet regulatory requirements on the allocation and expenditure
of public funds, offer flexibility to address emerging needs and support employers to invest in quality
training;

I Thesskills development system has the necessary capacity. Stakeholders are given the opportunity to
develop skills to manage, monitor and evaluate new private sector engagement strategies. System
capacity includes the capacity building of policy developers, government administrators and training
institutions to manage, analyse and evaluate local private sector engagement;

I Teachers, institute managers and support staff undertake capacity-building. Teachers have the
technical and pedagogic skills to deliver training to meet industry needs and the skills to integrate
formal student learning between a workplace and an institution;

I Training institutions have a level of autonomy to adapt learning resources to local needs and to work
flexibly to meet documented local demand;

I There is a range of strategies to update teacher’s industry experience and ensure their continued
exposure to contemporary work practices and new technologies;

I Career advice is reformed to incorporate up-to-date authentic information on career and educational
pathways, both horizontal and vertical;

I A systematic approach to workplace learning is adopted. Broadened structured workplace learning
opportunities in mainstream skills development is achieved by aligning workplace learning strategies
with curriculum, encouraging employer, teacher and student participation, updating apprenticeships
and introducing apprenticeships/traineeships in new industry sectors; and

I Inclusive partnerships ensure equal access for all and encourage small and medium enterprises to
participate in training.
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EXECUTIVE SUMMARY

At a sectoral or regional level there is common agreement that industry engagement initiatives require
long-term strategic processes that provide enough time for the projects to succeed. It takes time to
establish sectoral collaboration and build an in-depth understanding of workforce development issues,
while policymakers must view sectoral engagement as a long-term investment. To be successful, sectoral
and regional bodies need the authority to determine their priorities and to implement decisions based
on the economic and skills priorities of their sector or region; this requires access to adequate funding
and reliable, unbiased data for objective decision-making.

Developing partnerships means building trust and credibility. Delegating authority from centralized
bodies to regional and local collaborations can be done by setting broad parameters, if necessary,
and by allowing sectoral or regional groups to determine the solutions that are most suitable to their
particular contexts.

At the operational level, sectoral and regional partnerships appear to work best when there is:

I Senior-level commitment, with peak bodies, major and senior employers, high-level government
representatives and skills-development institution management all supporting the sectoral
engagement initiative;

I Strong collaborative leadership at the local level, with individuals acting as intermediaries to facilitate
and drive activity to maintain momentum and cross-organization participation;

I A multi-stakeholder approach and greater cross-ministry coordination between skills development
and economic development;

I Aholistic perspective in analysing skill shortages and identifying solutions;

I An early analysis of skills needs and labour market dynamics;

I Proximity of training facilities to companies or industry clusters;

I Funding to implement solutions;

I Collaboration, with a balance of responsibility and influence between stakeholders;
I Transparency and access to reliable, unbiased data to make informed decisions;

I Asetachievable-focused outcomes, so that sectoral partnerships have the time to establish trust and
to understand fully the complexities surrounding skills development; and

I Aregular review of progress and achievements.

The discussion on micro-level engagement indicates that training institution and company partnerships
can extend beyond fee-for-service activities and into activities that build the wider skills of the
organizations involved. Developing partnerships at the local level will require staff within training
institutions to develop new skills in identifying and developing partnerships. These skills are generally
overlooked in professional development programmes for institute management, though managers,
trainers and support staff need them to grow such partnerships.

Successful local-level employer engagement strategies require:

I Identifying local skills demand and customizing learning resources to meet those needs in order to
make training more relevant to local business;
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I Work-based learning, which leads to improved employability for trainees and greater productivity for
employers. Work-based learning requires customization of learning resources, where possible, within
formal qualification pathways, in order to ensure that trainees can build a foundation for lifelong
learning or labour mobility, which will enable them to work in a range of companies;

I Partnership-building skills that lead to valuable teacher and workplace trainer development
strategies, such as return-to-industry programmes and mentoring;

I Trainee recruitment strategies to ensure that the more disadvantaged trainees are not left behind.
Some useful levers to attract more disadvantaged trainees include: offering pre-initial vocational
education training, scholarships and stipends, and conducting student recruitment at the local level;

I Structured on-the-job training coordination skills to manage workplace training so that trainers can
monitor student progression and support the workplace supervisor; this should include having a
dedicated person from the training institution monitor and support work-based learning; and

I Strategies to assist the student to successfully make the transition into training and then employment.
Many of these strategies need to extend beyond the training programme itself and monitor trainees
once they are employed.

Developing connections with industry at all levels of the skills development life cycle facilitates the
development of workable solutions for school-to-work transitions and for midlife career changes. Skills
development is seen to be both a public and private benefit as it develops a skilled workforce to help a
country’s economy. Skilled workers make individual companies and industry sectors more competitive,
and skills development helps to lift individuals out of the poverty cycle. Multiple benefits accrue to
businesses that adopt skills development strategies in the context of their overall business strategy.
Moving from a low-skills, low-performing company to a high-skills, high-performing company improves
competition, helps states to avoid the middle-income trap and results in decent work for citizens.

Private sector partnerships ought to represent the stakeholder benefactors of skills development and
provide an avenue for collaborative reform of the formal technical vocational education and training
system.

Developing private sector engagement strategies can offset costs and reduce overheads in government-
run institutions. How this is achieved depends on the priorities of the government, the strength of local
industry and the cultural context of the country. However, analysis is required to ensure private sector
engagement in skills development does not replace training that industry would normally deliver itself
in areas where it would normally fund the skills development of existing and new workers. The goal of
private sector engagement should be to increase the relevance of skills development outcomes while
sharing the costs of skills formation.

Overall, the examples in the document identify how different companies have met skills-development
challenges and show how improving opportunities for greater communication between employers
and training organizations leads to new skills development opportunities for training providers. For
companies working with training providers, the relationships built around initiatives, such as those
highlighted in the publication, help them to appreciate the relationship between skills development,
innovation and achievement of their business objectives. In the final part of the document, a series of
practical tools are provided to assist in building greater employer engagement in skills development.
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BACKGROUND

1. Introduction

The United Nations Development Programme (UNDP) Istanbul International Center for Private Sector
in Development (IICPSD) is mandated to leverage the role of the private sector in development. One of
the Center’s thematic areas of work is the private sector’s role in skills generation. The Center conducts
research to identify successful examples of private sector-led or public-private partnership-based skills
generation initiatives for the purpose of generating knowledge. It has completed five case studies in
Turkey and another 10 in India, which it then analyzed, along with other case studies and international
examples of good practice, to produce the following manual and toolkit.

The Statistical, Economic and Social Research and Training Centre for Islamic Countries (SESRIC), as the
main socio-economic and technical organ of the OIC, is mandated to undertake research activities on
various issues of concern to the OIC member countries with a view to analysing the current situations
and address the existing challenges at the OIC level and suggesting the appropriate policy actions
and providing technical assistance in order to facilitate the development efforts and strengthen the
cooperation of its member countries. The Centre works with its partners on major initiatives such as the
Skill Development for Youth Employment (SDYE), the Vocational Education and Training Programme for
OIC Member Countries (OIC-VET) and Skills, Employment, Entrepreneurship Development (SEED) for
Inclusive Growth in order to enhance job and livelihood opportunities in its member countries through
increasing public-private sector partnership and supporting the private sector in skills development.

Relevant, productive skills are pathways to sustainable incomes for the disadvantaged, and support
increased productivity in companies. The UNDP Growing Inclusive Markets Global Report 2008 identified
the absence of necessary knowledge and skills as one of the key constraints limiting the growth of
inclusive markets. Without the required skills, integrating the disadvantaged in the labour market as
consumers, entrepreneurs and employees is challenging. Despite this vital role, skills development
continues to face serious challenges worldwide, including shortfalls in physical and educational
infrastructure; teachers’ and trainers’ understanding of current workplace practices; the absence of
cooperation between the private sector and education and training providers; and financing issues, just
to name a few.

The private sector has a crucial role to play in the content and delivery of skills development. The
engagement of private sector actors, such as companies, chambers, business associations, unions and
professional bodies, can enhance the integration of labour market requirements in the training cycle
and ensure that students and trainees, especially among disadvantaged groups such as youth, acquire
market-relevant skills.

This document,“Engaging the Private Sector in Skills Development”, serves as a best practice manual and
toolkit. It distills the findings from IICPSD’s case studies and from current skills development literature,
and identifies good practices at the:

I macro-level (national level);

I meso-level (sector, region, cluster or value chain specific levels); and

I micro-level (employer/training institution) level.
The manual and toolkit are designed to guide UNDP, SESRIC, international and regional organizations,
governments, local authorities, training providers, civil society actors, industry and other key

stakeholders in formulating advice on effective partnerships with companies, industry chambers, and
other business support organizations, to improve the results of skills education and training. It offers a
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contextual framework with examples, insights and lessons from the findings of ICPSD’s 15 case studies,
covering private sector-led and public-private partnership skills development models from Turkey and
India, supplemented with international examples.

The manual and toolkit outline strategies of how the private sector can contribute to active labour
market measures to complement UNDP’s work in addressing the lack of relevant skills for disadvantaged
youth, women and other marginalized groups. Private sector engagement covers a spectrum of
cooperation and involves small steps to build the trust required to develop more robust long-term
engagement strategies. Involvement of the private sector is an essential component of contemporary
skills development systems globally, and leads to developing responsive labour market skill needs,
supporting priority economic sectors to develop ongoing dialogue with employerand employee groups.
Training reform tends to occur in cycles while work continues in most countries on devising approaches
to increase private sector engagement. The role of the private sector requires clear purpose, based on
a country’s skills development system capacity and objectives. Many developed countries consider
private training colleges to be part of the education sector. However, in some of the accompanying case
studies, private training providers are considered a form of private sector engagement, particularly in
skills development systems in the early stages of the reform process, where training infrastructure does
not meet demand for training.

There is no doubt that the private sector, as a major beneficiary of skills development, has a key
role to play as a state partner. An environment that encourages private sector collaboration in skills
development requires high-level commitment to long-term, mutually beneficial partnerships. At the
macro-level, a policy framework that fosters consultation, information sharing, capacity building, long-
term vision, and adequate funding is a necessary support. Some well-known policy initiatives that foster
private sector involvement include formal industry advisory arrangements to enhance the relevance of
skills development initiatives, the use of levies and incentives, flexible funding initiatives, and voucher
systems. Some of these initiatives can become problematic if a country’s governance arrangements are
not robust or if the supporting systems are too bureaucratic and difficult to access. Proposed private
sector initiatives, therefore, must reflect the capacity and capabilities of the skills development system
with a given country.

Active cross-ministerial, multi-stakeholder coordination is a prerequisite for successful sectoral
approaches. There is broad agreement on the need for greater coordination among the different
government silos covering labour market policy, skills development and economic development
in supporting the development of meaningful solutions to skill shortages and skills mismatches,
particularly at the regional level.

Atthe meso-level, there is common agreement in the research that sectoral engagement initiatives need
to be long-term strategic processes that allow time for projects to develop and succeed. Gaining the
initial interest of stakeholders is the first step, which is achieved by building confidence and credibility
through timely action. Initiatives such as the sector skills councils are one approach; others include
regional and cluster-based workforce development methodologies that take a holistic approach to
addressing skill development needs. It takes time to establish sectoral collaboration and build an in-
depth understanding of workforce development issues; many solutions are implemented over the
long-term and must be viewed as a long-term investment by policymakers.

At the local or micro-level, identifying local skills demand and customizing learning resources to meet
those needs helps to make training more relevant to local business. To ensure that students have labour
mobility and access to further formal learning means that the customization of learning resources
should occur, where possible, within formal qualification pathways. Structured work-based learning,
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which is an under-utilized learning environment, can lead to improved employability for trainees and
greater productivity for employers. The integration of structured work-based learning and institutional-
based learning can have added benefits for both partners, as teachers become familiar with current
workplace approaches and employers have access to graduates familiar with their workplace. Structured
work-based learning provides crucial access to the contextual skills needed to develop competence,
and, in order to be successful, requires new skills in managing workplace training, so as to monitor
student progression and support the workplace supervisor. Developing partnerships requires particular
partnership-building skills and means that trainers and other training-provider staff need to develop
skills in building partnerships with industry. These skills are generally overlooked in professional
development programmes for institute managers, trainers and support staff who need them to grow
partnerships.

The task of recruiting and placing trainees demands careful planning to ensure that the more
disadvantaged trainees are not left behind. Many of the support strategies, therefore, should extend
beyond the training programme, which will reinforce the need for multi-stakeholder partnerships at the
local level to provide placement services and follow-up support for trainees.

A number of tools accompany this manual and are designed for UNDP staff and others to support the
implementation of partnerships within a skills development system or within a company.

2.Target audience
The manual and toolkit aim to facilitate the work of the following target audiences:

I Policymakers and donors: to obtain information on how to coordinate efforts through
partnership policies and allocate resources to leverage the role of the private sector in skills
development and to support the skills acquisition of the disadvantaged;

I Companies and other industry decision-makers, including chambers and business associations:
to comprehend how to work with training providers and other key stakeholders towards
effective skills development solutions;

I Local authorities and practitioners: to access knowledge and expertise on the provision of
employability skills at the local level, especially with regard to overcoming skills development
challenges through local governance and partnership frameworks; and

I Training providers: to understand which good practices to adopt and how, including strategies
for building partnerships with different stakeholders in different contexts.

3. Skills development definition

Skills development is defined as the acquisition of practical competencies, know-how and attitudes
necessary to perform a trade or occupation in the labour market.?

Skills development has come into common usage, as it encompasses training that occurs in different
environments with a range of providers.

Skills development systems comprise the formal technical vocational education and training sector,
informal learning and non-formal learning.?

4. The significance of private sector engagement in skills development

Skills development, through the provision of vocational skills, underpins economic growth and supports
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social cohesion by providing employment pathways into the world of work. A strong synergy between
the needs of the workplace and an individual’s ongoing career prospects is a prerequisite for achieving
economic and social development.

According to Asian Development Bank (ADB), there is a strong correlation between the proportion of
formal technical vocational education and training students at the post-secondary non-degree level and
per capita income and higher earnings and employment rates compared to general secondary school
students.* Furthermore, an International Monetary Fund study identified that increases in income for
the bottom 20% of wage earners has a positive impact on overall economic growth.®> While technical
vocational education and training is not an economic driver in its own right, it nevertheless underpins
economic competitiveness through the use of skilled labour.

The speed at which companies can access skilled workers has an impact on how quickly areas of the
economy can be productive. Increased competition can also lead to organizational changes and new
work practices within an enterprise requiring new technical and soft skills. Moreover, globalization and
competition for foreign direct investment create demands for responsive skill development initiatives.
Where a training system is unable to respond, skilled labour shortages can lead to growth constraints.”
To ensure skills development initiatives are responsive requires policymakers and training institutions
to understand the needs of business, through communication and collaboration.

Identifying areas of economic growth, anticipating future skills and matching training delivery to
demand requires ongoing dialogue with industry sectors and local enterprises. Two-way dialogue is not
only critical for training institutions to develop training programmes that meet skills needs, but it is also
important at a systems and policy development level for planning training provision. Demonstrating
the importance of two-way dialogue, a McKinsey Centre for Government report found that employers
who successfully recruited the talent they require are those that are in regular contact with education
providers.®

Additionally, the Global Competitiveness Report 2015-2016 highlights that strong vocational skills remain
an important source of comparative advantage for companies.® Training matched to the skill needs of
enterprises not only benefits companies, but linkages with employers are the most significant influence
in the success of training, with students more likely to gain employment.’® With this understanding,
many governments have taken or are considering taking steps to strengthen policy guidance to improve
engagement with the private sector and employers.

5. Benefits for industry of collaborating in skills development

There is an increasing number of business-led skills development initiatives involving innovative
approaches that address commercial, social and environmental pressures for skilled labour.

Some of the more widely known benefits for employers of recruiting personnel who have participated
in training include: better productive performance, a reduction in recruitment costs, and reduced staff
turnover. Companies become involved in skills development for multiple reasons and end up with many
unexpected benefits. Reasons include the need to:

Build innovation opportunities and improve value chain competitiveness;
Increase competitiveness;

Foster comparative advantages through a commitment to inclusive growth; and

Hire workers with relevant skills.
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Companies with low-skilled workers can find training beneficial to their enterprises when moving from
low value to high value-added companies. Workplace training strategies are one of the prerequisites for
innovation, and varying degrees of innovation are required to become a high value-added company."
Employers report innovation in production processes and technology as a positive side effect of having
trainees in their workplace. Companies, such as PT Astra International, a large Indonesian automotive
manufacturer, have designed innovation training projects for students to identify improvements in
work practices or technology as part of their formal training programme, which has lead to productivity
improvements. The ongoing training of students continues to result in innovations, while the company
increasingly views the innovation projects as a highlight of training which has proven beneficial to the
enterprise.

A growing number of supply chain certifications in areas such as pharmaceuticals, quality, Fairtrade and
environmental safety, mean that large anchor companies are working innovatively toimprove the quality
of their value chain through skills development and business support. The value chain certification
trend is likely to continue as more customers demand better quality goods and services and seek to
know more about the creation and generation of goods and services. The trend is reinforced as more
governments look for practical solutions to meet the Sustainable Development Goals. For companies,
becoming certified may not only lead to securing a position within a global value chain, but it can also

Figure 1. Improving value chain competitiveness, the case of IATA

The International Air Transport Association identified that while the pharmaceutical logistics
market is growing, air cargo was losing market share to other modes of transportation. IATA
mapped the supply chain to identify shortfalls and to standardize the handling of pharmaceutical
products in air cargo environment. Additionally, IATA developed a set of temperature sensitive
standards that ultimately led to CEIV Pharma certification in the sector. IATA identified that a
standardized and coordinated approach, underpinned by training, would boost the competitive
advantage of the aviation sector.

Training and certification ensure that the entire value chain—ranging from distributors, trucking
and freight forwarding companies to cargo and ground handlers, airlines and airports—complies
with handling and storage requirements. There are several certification approaches:

I Anindividual company can become CEIV Pharma certified;
I A group of businesses at one airport can become CEIV Pharma certified;

I A group of firms can become CEIV Pharma certified at several airports to form several
pharmaceutical gateways.

IATA views this as a sectoral value-chain strengthening initiative because it protects the airlines
existing market and assists in increasing their revenue in the fastest growing segment of air
cargo. Shippers experience lower rates of damage and loss due to temperature excursions
(transgressions) while regulators are assured of the safety of pharmaceutical products shipped
by air. Because IATA is part of the industry sector, it was able to identify overarching trends and
threats, such as the decreasing share of the pharmaceuticals logistics market, and develop a
strategy to offset the declining market share. The certification strategy is underpinned by training
and up-skilling, which in this example the association was able to provide, but in different
circumstances could be provided, if necessary, through partnership with a training institution.
In this example, skills development directly underpinned a new business development strategy.
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result in improved business opportunities as seen in the International Air Transport Association (IATA)
example in the figure one below. The IATA case highlights how thorough understanding of an industry
sector led to a solution for the problem of declining market share, which did not initially seem to be
related to skills development. In this example, training forms part of a broader range of strategies to
overcome a critical industry issue.

Figure 2. Brandix increases company competitiveness through training

Brandix, an apparel manufacturer in Sri Lanka, distinguishes itself by being a green company.
It is the first apparel factory to receive ISO 50001 certification and is a platinum-certified green
apparel manufacturing plant under the Leadership in Energy and Environmental Design (LEED)
system. The company’s commitment to the environment stems from top leadership commitment
and a desire to be the competitive leader in apparel manufacturing. Becoming a green company
required an investment in training all workers and management in green skills and sustainable
management. An abandoned school located near one of the factories was refurbished as
the training school for the manufacturing unit. The training of all employees in eco-friendly
manufacture covers clean technology, waste management and environmental preservation,
ongoing environmental awareness-raising, wastewater management, and solid waste disposal
through reuse and recycling.”

Furthermore, training extends to high-level skills development and research fostered through
the Brandix College of Clothing Technology, which runs programmes for existing workers and
school-leavers and runs a Bachelor of Applied Science Degree programme in collaboration with
the Royal Melbourne Institute of Technology University in Australia.®

In a formal partnership with several Sri Lankan universities, Brandix supports the development
of professional and soft skills for undergraduates. As part of the arrangement, the group's
management act as guest lectures, organizing student tours of Brandix manufacturing facilities
and gaining Brandix feedback on course content in relevant degree programmes. In addition to
the training, Brandix offers internships and permanent employment to university undergraduates
and awards six Brandix Gold Medal Awards to the top undergraduates.© In return, the university
organizes a Brandix career day so the company can interview undergraduates. One of the
Brandix training initiatives has received recognition at the World Bank 2006 Global Development
Marketplace competition for concepts that provide tangible benefits to communities.

In addition, the global retailer Marks & Spencer, a major customer, has awarded the Eco Factory
Attributes certificate to Brandix for reducing its environmental footprint. All of these initiatives
help to provide the company with a competitive advantage, making it one of the two largest
apparel businesses in Sri Lanka. Its environmental strategy has helped to secure Brandix’s position
as an attractive supplier of garments for major international markets. The strategy has been
made effective through the skills development of all staff. In this example, the company invested
resources to run business-strategy-linked skills development activities in-house. By keeping the
training in-house, the company creates and maintains a competitive advantage, which is lost if
training is outsourced and open to competing businesses.

Source:

A Brandix. Reach 2009. Issue 1. http://www.brandix.com/books/reach0901/reach_issue_0901.pdf.

8 Brandix. College of Clothing Technology. http://www.brandix.com/brandix/brandix_college.php. Accessed May 2016..
€ Brandix. http://www.brandix.com/news/brandix_forges_partnership_with_university_kelaniya.php.
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Source: UNDP / Daro Sulakauri

Multiple benefits accrue to businesses that adopt skills development strategies in the context of their
overall business strategy. Moving from a low-skills, low-performing company to a high-skills, high
performing company improves competition, helps states avoid the middle-income trap and results in
decent work for citizens. The Organisation for Economic Co-operation and Development (OECD) points
out that demand for high-level skills is a foundation for the generation of research and innovation,
which has an impact on the long-term growth potential of companies and economies.'?

Avoiding the middle-income trap requires a critical mass of enterprises engaging in innovation and
investing in human capital as part of an overall strategic framework. The textiles and garments industry
has traditionally been a low-value sector that follows low-cost labour markets. In figure two below,
Brandix, a Sri Lankan apparel manufacturer, has managed to avoid the “competing on cost” nature of
the industry by moving from a low skilled to a high-skilled workforce producing value-added goods.
The strategic investment in training for sustainability has improved productivity, reduced overheads,
brought recognition to the highly competitive international garments sector, and secured its position
as a member of several high-value global supply chains.

Commitment to inclusive growth is a strategy some companies employ to distinguish themselves from
similar companies operating in the same highly competitive marketplace. By formulating a strategic
approach to inclusive growth that incorporates skills development, employment and supplemental
income for rural microenterprises, Jetwings, a hospitality company in Sri Lanka, has realized some added
benefits for their businesses, including improved services for guests, reduced transportation costs for
food produce and a larger pool of local workers. The example in figure three below draws attention to
the benefits of an inclusive-growth training strategy, not only for the company but also for local and
remote communities.”

For many businesses, the difficulty finding skilled workers hinders theimplementation of new technology
and requires them to conduct skills training. Information and communications technology (ICT) skills
change rapidly and are expensive to develop. For companies using new information technology
products, finding people with these skills can be difficult. The McKinsey Centre for Government found
that 39% of employers say that skills shortages are the leading reason for entry-level vacancies.™ Delays
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Figure 3. Brand differentiation through a commitment to inclusive growth

In the hospitality sector, responsible tourism is now a significant market segment in Sri Lanka, and
the customer profile of individuals prioritizing responsible tourism is the high-income category.
Jetwing in Sri Lanka, a high-end hotel group, became concerned about local rural community
members who saw the wealth surrounding the hotels but not the economic benefits. Under the
leadership of the General Manager, Jetwing set up a project to eliminate antagonism by training
trishaw drivers in dealing with guests and in turn making them the local transport service
providers for the hotel. Other locals were given training in growing and preparing or transporting
vegetables that the hotel required. Jetwing also provided hotel staff cultural sensitivity training
so they would accept the local community and environment as an essential part of running the
hotel efficiently. This cooperative and supportive environment has resulted in a welcoming local
community for guests and has reduced transportation costs for food to the hotel. Moreover,
responsible tourism is becoming a key element in potential guests’ decision-making process;
promoting these local skills-development initiatives helps the company to position itself as a
responsible operator.

In another project, as part of their social inclusion strategy, Jetwing Hotels delivered 13 youth
development programmes across Sri Lanka. Rural youth received free English language and
vocational training in skills needed for employment in the tourism sector. While these socially
inclusive skills development projects may not directly support an operational business
development strategy, they do serve a wider business strategy. Through these initiatives and
several other projects, Jetwing has won national and international awards and gained an
international profile that distinguishes it from its competitors as a responsible tourism operator.

in finding suitability-trained individuals can seriously affect business operations, causing delays and
lost revenue. This negative impact extends beyond the company which purchased the information
technology products and can impact on the software developer, as the product can be seen as difficult
to use and inefficient if it is not used to its full potential. To counter this situation, many ICT companies
develop skills strategies to support the rollout of new products or to build new markets. The supply of
skilled workers helps these vendors to secure the position of their products in the marketplace as highly
useful business tools. 4 below provides an overview of one solution initiated by the company SAP.

The skills development strategy in figure 4 ensures the software vendor has skilled people in its customer
network who are competent and know how to get the most out of the products.” At the same time, the
purchasers of SAP products interact with skilled workers who can reduce technology disruptions that
might occur during implementation and maintenance of new software systems. The skills development
strategy helps to strengthen the relationship between the vendors and current and potential customers.

In all examples, companies have successfully developed their businesses by integrating skills-
development initiatives in their business strategies and often achieved additional benefits as a result
of training. These examples identify how different companies have met skills-development challenges
and show how improving opportunities for greater communication between employers and training
organizations can lead to new skills-development opportunities for training providers. For companies
working with training providers, the relationships built around initiatives, such as those highlighted
above, help them to appreciate fully the relationship between skills development, innovation and
achievement of business objectives.
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Figure 4. Getting workers with the right skills

SAP is a developer and vendor of enterprise applications. Skills for Africa is SAP Africa’s umbrella
skills development and job creation programme. The programmes last for three months and
provide accessible SAP-oriented business and ICT training to unemployed youth in Africa.

The programme has three components:

I The SAP Africa Scholarship programme, a classroom-based, intensive three-month
course with formal SAP Academy training in SAP application products. The training
results in internationally recognized Associate SAP consultant certification;

I The SAP Africa Dual Study programme, which provides the same vendor certification as
above to university students via an online learning platform; and

I The SAP Africa University Alliances programme, in partnership with major universities,
provides enterprise resource planning (ERP) knowledge to students, building student’s
skills in SAP products and providing an opportunity for innovation from universities to
the vendor.

Before training starts, SAP identifies companies that use SAP products and are committed to
taking on graduates once they finish training. On completion, trainees are offered internships
with firms and SAP as a trial for employment. The programme has national support from in-
country governments, the private sector, public sector and civil society. In Kenya, the ICT
Authority advertises the programme to relevant organizations (government, companies,
hospitals, for example) that use SAP products and provide facilities and personnel for student
recruitment. The project gives high importance to securing jobs for trainees upfront, which
helps to grow the number of skilled workers available in the future workforce while maintaining
student motivation.
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1. MACRO-LEVEL

1.1. Macro-level sectoral approaches to skills development

In many developed countries, training reforms have led to greater emphasis on labour market analysis—
improving the relevancy of training and assessment content and delivery—and to developing
partnerships with industry. Despite these reforms, a significant number of employers globally still
experience skill shortages, recruitment and retention problems, while at the same time employees
report that their skills are underutilized® With current high levels of youth unemployment, policymakers
and industry bodies have been exploring ways to maintain strong labour productivity growth while
concurrently creating decent, inclusive work. The challenge for many states is identifying private sector
engagement strategies that match the strengths of their skills development systems.

Skills development and labour market policymakers have a contribution to make beyond providing
skilled workers, particularly through policies that facilitate entrepreneurship and support economic
development during the early phases of training reform, and by building innovation in more developed
skills-development systems. Notwithstanding this potential contribution, past policy practices have
restricted the focus of skills development to providing entry-level training and matching job seekers
to vacancies, while training organizations have not always been alert to business demands and local
economic development needs."” The separation of economic development policy from labour market
policy compounds these shortcomings, so that now there is greater emphasis on aligning skills
development policies with economic development policies.

There is widespread agreement that training programmes provide only part of the solution when
working to address skill shortages and skill mismatches; training programmes on their own do nothing
to guarantee skills utilization, employment or retention. Taking a sectoral or cluster approach to skills
development is more likely to produce positive outcomes.'®

Source: UNDP / Sveta Ten
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Globally connected companies and emerging domestic sectors all require capable, skilled workers
for economic prosperity and inclusive growth. Unfortunately, there is no automatic connection
between the skills development of young people and employment or training programmes and
improved business competitiveness. Dialogue and close relationships with companies and industry
groups improve employment opportunities and the likelihood of boosting a company’s comparative
advantage in their marketplace. While reducing unemployment may be an aim of government, doing
so requires a thorough understanding of issues facing companies, as training strategies alone will not
necessarily achieve greater rates of employment, improved wage rates, or strong, robust enterprises.
Consequently, it is important to view skills development as part of a broader set of strategic approaches
towards improving prosperity.

There are many potential private sector engagement models in skills development, and the country
context is important in determining the best model. The country’s governance structures, financial
management arrangements and administrative capacity are all a consideration. The size and nature of
the non-government sector, the economic situation, industry need and the strength of the economy,
for example, all play a role in determining the model of private sector engagement in any one country.”
Additional issues beyond training that can affect perceived skills shortages and mismatches, and have
policy and resource implications include:

A lack of structured career paths;

The structure and nature of jobs offered in a sector;

Aspects of work not compatible with desired lifestyles;

Heavily regulated industries;

Access to technology and contemporary production processes;

Attractiveness to potential employees; and

Improving competitiveness.

1.2. Macro-level strategies and interventions

At the macro-level, a skills development system operates at the national and, with growing regularity,
the international level. Dimensions of a policy framework supporting an enabling environment
for private sector engagement vary. Some well-known policy levers for encouraging private sector
involvement include the formalization of industry advisory arrangements to enhance the relevance
of skills development initiatives to the current labour market and to identify emerging skill needs,
the use of levies and incentives, funding initiatives and voucher systems. Some of these enablers can
become restraints if governance arrangements of the skills development system are not robust® or the
supporting systems are too bureaucratic and difficult to access.”

1.3. Policy frameworks for private sector engagement

International policy guidance and private sector cooperation

Skills development supports economic development, improves enterprise productivity and profitability,
and facilitates social inclusion objectives by underpinning access to decent work. Policy frameworks
built on core government aims help to clarify the changing demands placed on skills development
actors. There are a range of international principles and directions that countries can draw on when
evaluating and formulating institutional and policy frameworks. The following section highlights some
of the central themes presented by international development agencies concerning private sector
engagement in both low, medium and high-income countries.
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The World Economic Forum

The World Economic Forum 2016 report, Disrupting Unemployment: Business-led Solutions for Action,
observed that a significant gap exists between the skills employers are looking for and the skills
potential employees can offer.?? In 2014, 36% of employers globally reported facing difficulty obtaining
skilled workers required for their positions. Rapid technological advancement, new work processes and
practices, and economic instability—factors that had changed the nature of work—have made the
situation particularly difficult.

The World Economic Forum argues that business clearly has a vital role in providing a solution to this
growingissue.The reportidentifies three key solutions in which business can play a key role in addressing
rising unemployment and the mismatch between business needs and the skills of new labour market
entrants. These include: (a) developing employment skills by working with the technical and vocational
education and training (TVET) sector to make skills more relevant; (b) fostering entrepreneurship; and
(c) connecting graduates to markets.

The World Economic Forum calls for more tailored development of employment skills, recognizing that,
in order to address the gap between skill supply and demand, education and training systems require
stronger input from business to prepare students for the requirements of the market.?* Developing
entrepreneurial skills is essential for addressing the unemployment-skill mismatch. The Jetwings
example in figure 3 details a practical example of how one company fostered local entrepreneurship
that also benefited the company by reducing overheads. According to the World Economic Forum
report, entrepreneurship and self-employment are a major source of economic growth that will play a
vital role in job creation in the coming decades.

OECD G20 skills strategy

The Organisation for Economic Co-operation and Development (OECD) G20 Skills Strategy for
Developing and Using Skills for the 21st Century states that the principle of investing in skills is crucial
to driving better economic performance, improved productivity, and the take-up of new technologies
and innovation, which together deliver robust and inclusive growth.?

While the World Economic Forum report is a clarion call for business engagement in skills development,
the OECD report examines the policy frameworks for effective private sector participation. The report
recognizes the value of a comprehensive and integrated framework for policy action. For policymakers,
the report presents a useful platform for consideration when developing a national skills development
policy incorporating private sector engagement. The broad policy aims are:

I Building skills for work and life;
I Encouraging firms to invest in skills; and

I Ensuring that skills are fully used.?

The OECD G20 Skills Strategy encourages quality apprenticeships and other forms of work-based
learning. The report also calls for stronger engagement from social partners in providing guidance on
current and projected skill needs and the mix of training programmes necessary to address these skill
requirements.

The G20 Skills Strategy recognizes that skills development initiatives are successful when part of a wider
group of strategies. The report states that the utilization of competencies within the workplace are a key
determinant of labour productivity. The report identifies that a firms’ investment in training is crucial
to becoming less dependent on low-skilled strategies, moving up the value chain and addressing
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skill shortages, which make the overall economy more productive. The G20 report reasons that skills
upgrading in the informal sector can increase productivity and facilitate a transition to the formal
economy.

Under the policy aim of encouraging firms to invest in skills, the policy and principles identified below
are practical actions that companies can undertake as part of their workforce development strategy.

Policy principles Indicator measuring progress

Foster employers’investment in quality Increased provision of training in SMEs.
training, focusing on small and medium-size

enterprises (SMEs).

Encourage investment in skills through shared Increased incidence of training for low-skilled
public-private financing, especially for low- workers.

skilled workers.

Improve training opportunities for informal Increased incidence of training for informal
workers. workers.
Promote job stability to increase access to Reduced incidence of precarious jobs.

work-based training.

Encourage firms to move up the value-added Increased share of jobs requiring higher skill
chain and increase the use of more highly levels.
skilled workers.

The OECD G20 report identifies that skills development policies must take a strategic approach to
anticipating and responding to changing skill needs. Anticipating skills demand requires changes to
management and planning tools, by strengthening processes and the hardware for the compilation and
usage of information on skill demands. At the same time, companies need to review their organizational
practices to reduce skills mismatch and increase the level of skills utilization.

The OECD report concludes that successfully combined policy strategies require the involvement of all
relevant stakeholders to achieve better social and economic outcomes.

ILO national skills policy formulation

Similar to the OECD report, the International Labour Organization (ILO) examines the role of skills
policy in enabling industry collaboration. The ILO policy brief, “Formulating a national policy on skills
development’, examines the role and importance of national skills policies, analysing what they can
achieve and the key principles of effective policy development, implementation and monitoring and
evaluation.?” According to the policy brief, many countries aim to become or retain their status as high-
income countries, which means that, in order to succeed, they must prioritize value added, higher
quality goods and services that result in higher wages and profits. Achieving or maintaining higher-
income status requires a skilled workforce and a skills development system that prepares skilled people
for entry into a high-skills labour market.

Developing good practice national skills-development policy builds coherence in a skills development
system, facilitates coordination, clarifies institutional arrangements, anchors existing good practices
and secures stakeholder commitment. Skills development is considered the shared responsibility of
government, industry and workers, with social partners having a critical role.
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Source: Centum WorkSkills

The three international agencies concur on the main policy principles for skills development as being:
(a) a shared responsibility; (b) skills being an integral part of economic growth; and (c) supporting
countries’employment strategies.

In the ILO policy brief, research of country experience shows that successful countries have succeeded
in linking technical vocational education and training to improved employability, productivity and
employment growth. Successful countries have focused on matching supply and demand for skills,
while balancing the broader employability of workers and the ongoing viability of companies, while still
preserving a flexible and diverse skills development process. The key message is that skills development
should not be considered or provided in isolation. Skills development is a way to foster decent work,
improve productivity and promote economic and social development. The policy brief emphasizes
that coordination with other policies and strategies, in particular, national development strategies and
sector growth strategies, is critical.

This holistic approach presented by ILO parallels the OECD G20 Skills Strategy recommendations and
reflects the broadly accepted view that successful skills development solutions are not based solely on
the supply of training.

UNESCO: Shanghai Consensus

The Shanghai Consensus rethinks the nature and role of TVET in establishing more equitable and
sustainable patterns of development.? The declaration recommends that Member States of the United
Nations Educational, Scientific and Cultural Organization (UNESCO) implement a series actions to
address the challenges of underemployment and unemployment, particularly among young people
and women. The Consensus identifies goals and specific actions that Member States should undertake,
several of which reflect recommendations made by other international organizations on how to enhance
the relevance of TVET. The Consensus does make several recommendations, primarily for international
organizations and governments, on how to implement TVET through private sector engagement:
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I Enhancing the relevance of TVET by developing frameworks and incentives that promote
the active involvement of relevant stakeholders in planning, governance, curriculum,
qualifications development and assessment, as well as school-enterprise cooperation and
workplace learning;

I Strengthening governance and expanding partnerships through approaches and
frameworks that involve representatives of enterprises, workers, learners and civil society,
including young people and develop partnerships for regional cooperation initiatives;

I Increasing investment in TVET and diversifying financing by underlining the essential role
that TVET plays in promoting economic prosperity and social cohesion and by diversifying
sources of funding by involving all stakeholders, using appropriate incentive mechanisms;
and

I Underlining the essential role that TVET plays in promoting economic prosperity and
social cohesion and by raising the public profile and attractiveness of TVET among learners,
families and all other stakeholders.?®

The 2030 Agenda for Sustainable Development

A growing number of multilateral initiatives targeting businesses, such as the 2030 Agenda, aim to
promote responsible business behaviour that leads to inclusive growth. The 2030 Agenda, through
the Sustainable Development Goals, aims to inspire companies to align their strategies and operations
voluntarily or involuntarily with the common principles of human rights, labour, environment and anti-
corruption and to take action that progresses collective goals.*

Source: UNDP

The Sustainable Development Goals, especially Goals 4 and 8, stress the importance of skills development
for work, entrepreneurship, employment, livelihoods and development. Goal 4 on quality education
mentions inclusive, equitable and quality lifelong learning, along with education, and highlights skills
development as a strong dimension in the development process. The goal emphasizes the role of skills
development in the inclusion and empowerment of youth, women, persons with disabilities and other
disadvantaged groups. All of the reports discussed in this section identified youth unemployment
as a major threat to society in general, and for women, the marginalized and disadvantaged groups,
in particular. Moreover, they highlight the importance of delivering skills for gender mainstreaming,
poverty alleviation and sustainable development. Goal 8 on decent work and economic growth
suggests that the promotion of continued, inclusive and maintainable economic growth will lead to
full, productive employment and decent work for all.
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The Sustainable Development Goals provide the relevant topics that policymakers should consider
when developing private sector engagement strategies. Many of these topics reflect those discussed in
the documents discussed in this section, although each with a slightly different focus. Some common
themes emerge when comparing the reports identified above. Foremost there is agreement that
employers have an important role to play in alleviating unemployment by working in partnership with
skills development organizations; second, that employers have a critical role in identifying their skill
needs to make skills development more relevant.

Furthermore, a focus on sustainability in the OECD, UNESCO Shanghai Consensus, ILO work on green
jobs, and the Sustainable Development Goals, identifies that skills development policy incorporating
green skills and green jobs is an essential aspect of sustainable, inclusive growth. The ILO states that
green jobs are key to sustainable development, facilitate the greening of enterprises and workplace
practices, and spread green practices deeper into the labour market. The international trend towards
sustainability is now more strongly visible in national policy frameworks. The Sustainable Development
Goals that are connected to skills development also underscore the importance of access to inclusive,
sustainable TVET and employment, thereby further mirroring themes in the UNESCO and OECD position
papers.

In these papers, there is general acknowledgement that employers receive productivity and economic
gains when firms invest in training. The need to develop incentives that help to create closer links
between enterprises and skills development organizations, so that they develop training content
relevant to current and future labour market needs, is a consistent theme throughout. Increasing
workplace learning opportunities is also a common theme. Each organization has highlighted that
more is needed to smooth the transition from school to work by linking students with the job market,
providing on-the-job training, and fostering institutional and enterprise collaboration. Furthermore, the
Sustainable Development Goals, the OECD G20 Skills Strategy, the ILO policy brief and the UNESCO
Shanghai Consensus all identify the importance of basic education as a foundation for future skills
development.

1.4. Formulating skills policy: acknowledging the private sector role

Atthe national level, skills development policies guide implementation and resource allocation decisions.
Since there is no ideal model of a skills development policy, each state must formulate its policy based
on individual needs and conditions within the country. A skills policy requires a both shared vision of
the purpose and objectives of a skills development system for a particular country and policy guidance
for each objective. The ILO policy brief discussed earlier argues that a well developed policy addresses
some of the skill challenges facing low and middle-income countries. These challenges include:

1. Skills mismatch resulting in skill shortages and a surplus of competencies that are not in
demand and which contribute to unemployment;

2. Limited involvement of social partners;

3. Poor quality and relevance of training, which negatively impact the adequacy of training
materials, teacher qualifications and labour market understanding;

4. Restricted access to training opportunities; and

5. Weak coordination in the system, leading to overlap of effort among stakeholders, including
employers and workers, non-governmental organizations and government agencies involved
in skills development.?
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Addressing these challenges requires greater input and involvement from all interested parties,
including industry, employers and workers. Fostering private sector collaboration through supportive
policy frameworks can result in a modified role for government. Research suggests that government
ministries involved in skills development often choose to relinquish control over direct provision of
some services while maintaining responsibility for policy frameworks that support:

I Skills formation;

I Education’s sector-wide cohesion to promote articulation and recognition;
I Equity and access; and

|

The quality of the system.3233

Source: MLMM

The same research notes that economies of scale (development of resources, learning materials and
assessment resources) and standardization issues (such as, accreditation, qualifications, articulation
and teacher training) often operate best within a centralized framework. On the other hand, evidence
suggests that in decentralized models local ownership of training provision is higher and the alignment
of training to local labour markets is better.

As noted in international development agencies’ recommendations, centralized and decentralized
structures influence the formation and the effectiveness of national skills development policies
differently. Combining central coordination mechanisms with local flexibility assists in increases the
applicability of training to local business needs, while ensuring workers have nationally relevant skills
for the movement of workers to different regions. However, getting the balance between centralized
and decentralized models requires consideration of the capability of local level actors to design quality
local level solutions.

At the macro-level, centralized coordination arrangements include sector skills councils. Although the
role of the private sector in these bodies varies from country to country, some activities are common
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and include skills standards development and labour market intelligence. Examples of countries that
have national skills development policies, with formal private sector advisory roles, include Australia,
Bangladesh, India, Malaysia, Nepal, Netherlands, New Zealand, Singapore, Rwanda, South Africa, Sri
Lanka, the United Arab Emirates, the United Kingdom and a number of other European Union member
states. These sector advisory bodies complement the role of government in skills development by
providing evidence-based recommendations on skill shortages and by developing skill standards that
form the content of national qualifications. Government’s role in countries with national sectoral advisory
bodies is to regulate the quality of products developed by these organizations. Some common roles
of sector advisory bodies include: identifying sectoral skill needs, developing national skill standards,
raising awareness of skill development, improving the status of technical vocational education and
training, promoting skills development in industry, and developing sectoral qualifications.

Many more countries engage with the private sector based on the development of skills standards
(though the title may vary across countries: competency standards, national occupational standards,
skills standards, for example) based on industry consultation to identify training and assessment
content. The development of skills standards by industry provides the government with the assurance
that training and assessment content are relevant to industry needs and that prior learning will be
recognized.

International development agencies universally highlight the importance of labour market information
and analysis in reducing skills mismatch. According to the ILO policy brief, skills development policies
should provide mechanisms for anticipating skill demands through the active engagement of
stakeholders. The role of government, therefore, changes from relying on internal data to determine
training needs to validating decisions based on the data. Policies to support labour market information
and analysis need to facilitate active and regular engagement among industry stakeholders and those
collecting, compiling and analysing information.

Another critical area for private sector participation in skills development policy is the professional
development of teachers, which the ILO policy brief and the UNESCO Shanghai Consensus emphasize,
and is considered essential to the quality of education and training. Together, policies supporting teacher
professional development (to update technical skills) and industry knowledge and experience give the
private sector the opportunity to offer government the expertise that government cannot provide.

Core skills, such as literacy and numeracy, are a central building block in contemporary skills systems
and are usually developed early during compulsory education, as noted in the OECD G20 Skills Strategy,
the ILO policy brief and the UNESCO Shanghai Consensus. Good early basic education provides a strong
foundation for lifelong learning and employment. Universally, employers need soft skills beyond
technical expertise to operate successfully in a workplace. Many of these soft skills include problem
solving and teamwork.

In training systems that have undergone various reform phases, workplace learning is an essential
element. A systematic approach to workplace learning is a significant area in which the private sector
can participate and is sometimes overlooked in skills development policies. Workplace learning extends
beyond traditional apprenticeships to include integration of on-the-job learning opportunities for
students in full-time and part-time formal TVET programmes, along with new forms of apprenticeships
and traineeships in new industry sectors. Structured workplace learning opens up the types of learning
environments where formal TVET is delivered, requiring the government to assume a greater regulatory
role over the quality of work-based learning.

The World Economic Forum, the OECD, the Sustainable Development Goals, the UNDP Growing
Inclusive Markets Initiative, and the ILO emphasis that systematic consultations and the development
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of common methodologies with industry underpin the success of each skills policy initiative and foster
private sector engagement and acceptance of skills development.

Skills policies that involve stakeholders in the policy development process should include centralized
coordination mechanisms combined with local flexibility, a strategic vision for skills development, and
high-level formal industry advisory arrangements. Key initiatives in this area vary according to the local
country context, but there are notable trends in introducing skills standards for: training and assessment
purposes, the professional development of teachers in current industry skills, the identification of core
and soft skills, the establishment of labour market information systems, the creation of financing and
incentives, and the introduction of structured workplace learning.

IE

Source: UNDP / Anastasiya Kasyanova

1.5. National policy enablers for private sector engagement

There are many different strategic initiatives that stimulate industry engagement. Since the 1990s,
governments have sought to make skills development more relevant to labour market needs, increase
dialogue with industry stakeholders, and strengthen employment outcomes for graduates. The push
for industry relevance has led to the introduction of many different policy, funding and levy initiatives
to encourage industry involvement in skills development. More recently, in countries where corporate
social responsibility is mandatory, the incentive and flexibility for companies to participate in skills
development activities have increased.

Frequently, when planning training provision, historical data (such as previous training delivery),
current capacity and available facilities form the basis of planning decisions and future activities. As
noted in the previous section, successful skills development policy processes are not developed in
isolation. Encouraging a strategic approach to skills development planning with better coordination
of skills development initiatives across ministries and agencies is crucial. Strengthening the relevance
and value of a country’s training provision means the country has to reposition its strategic national
skills development initiatives so that they support its economic development and regional competitive
advantage for foreign direct investment. Removing ministerial silos and introducing inter-ministerial
coordination improve the responsiveness of skills development at the macro level. Malaysia provides an
interesting example (figure 5) of the close alignment between a nation’s skills development planning
and its economic development strategies.
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Figure 5. Supporting economic development priorities through interministerial coordination

Malaysia has an economic transformation policy platform to move from a middle income to
an advanced knowledge economy by 2020. Malaysian industry is experiencing rapid changes
in technology and leading to more complex work. There is greater emphasis on workforce
productivity by Malaysian industries, which is creating new demands on the labour market. To
help industry achieve this goal, the Government has developed the Human Capital Development
Strategic Reform Initiative from recommendations proposed under the New Economic Model.

The operational arm of the initiative is the Human Capital Development Unit, which is part of
the Economic Planning Unit in the Prime Minister’s Department. At the planning level, the Unit
identifies labour supply and manpower requirements and coordinates programmes for the
development of skilled workers. The Unit can work flexibility because it is outside the normal
ministry structures and decision-making processes. It formulates policies on education, training
and lifelong learning, and monitors delivery.

The development of skilled workers in Malaysia requires inter-ministerial coordination and
cooperationwith the private sector,and the commitmentofallgovernmentagencies to coordinate
their efforts to achieve national outcomes. Inter-ministerial coordination is a necessary function
of the Unit. Its location in the Economic Planning Unit of the Prime Minister’s Department means
the Unit has high-level support to coordinate and set directions across ministries and industry.
Because it has ready access to senior levels of government, The Unit has a strong mandate and
can make and implement decisions based on a coordinated approach to skills development.

Governments can facilitate ministerial coordination by establishing joint ministerial committees,
panels of experts and advisory boards to identify clear roles and responsibilities and memoranda of
understanding, and by delineating clear lines of responsibility. Inter-ministerial coordination can
provide greater agility and responsiveness and contribute to the coherent design of skills development
responses. Such coordination also enables the efficient allocation of limited financial and human
resources to support the implementation of training programmes.* Skills development planning,
which considers national economic priorities and labour market trends while working to coordinate
ministries, also requires:

I Clear, non-bureaucratic governance arrangements to ensure coordination between ministries,
agencies and institutes;

Close coordination between ministries and industry;
High-level commitment within government;

Embedded training strategies within the economic planning process;

Combined consideration of economic development priorities with labour market analysis to
identify skill needs; and

I Skills development planning processes linked to economic priorities covering all ministries
that deliver training programmes.

Financing

There are different funding options available for skills development that can serve as policy levers and
stimulate private sector engagement. Some financial policy levers are more effective and, when well
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designed, can achieve a number of policy objectives. Tax incentive schemes offer the option to pay less
in taxes when a company provides or participates in training. These schemes have had mixed results in
various countries and require close monitoring. Other mechanisms, such as vouchers and student loans,
have also had mixed results and require students to be well informed of good quality training so that
they can choose a quality training provider.

Providing loans to training institutions is another financing approach. In the case of the Indian
National Skills Development Corporation, for example, it provides both start-up funds for private
training providers as well as training funds for them to conduct training. The effect has been the rapid
development of a vibrant private training sector, which had previously been small to non-existent. For
India overall, this approach has increased the training capacity available within the country and the
range of training on offer.

This model is particularly useful in developing and middle-income countries where a private training
sector either does not exist or is relatively small, and where the state, which has strong transparency and
monitoring systems, requires a rapid expansion in the number of available training places. Under the
National Skills Development Corporation approach, different modes of financing were proposed which
included loans, equity and grants. Loans are provided for up to 10 years from the initial date of the loan.
Despite this, some training organizations defaulted on loan repayments.® The financial difficulty faced
by some institutions is an unforeseeable outcome since this approach had not been trialled before. The
reluctance of the market to participate in or pay for training is highly probable in places where a new
private training sector market is still developing; individuals often do not see value in attending private
training institutions and, therefore, income generation is not guaranteed. Developing an appreciation
for the value of attending training at a private institution is something that needs fostering within the
community, and will benefit both government and the private training companies to promote jointly.

Training funds

The use of training funds is another mechanism used to increase the number of training providers,
both public and private, operating at either the state or national level. Several countries, such as Brazil,
India, Malaysia, Pakistan, the Philippines, Singapore and South Africa, have introduced national or
state-based skill funds as mechanisms for encouraging flexible training outside of existing mainstream
funding arrangements. A review of national training funds undertaken by the World Bank in 2009 found
that they serve to bring together various sources of financing for skills development, supplement the
amount of resources available for training, and assign the funds in agreement with national or state
policies and priorities.*

Training funds tend to operate outside normal line ministry funding mechanisms, which means that
funds can be distributed at a faster rate, and there is no guarantee of commitment to continued funding
for training institutions, which reduces government’s ongoing financial burden. Training funds provide
governments with a flexible approach so that they can, for example, finance skills needed immediately
within a labour market; meet national economic development needs; and end the funding of training
programmes where employment demand has declined or stopped. This flexibility allows governments
to complement existing long-term public training provisions with more flexible, responsive training
approaches.

In figure 6, the Skills Challenge Fund provides an example of a training fund operating at the state
level in India that complements the National Skills Development Corporation initiative of developing a
private training market. This state-based training fund initiative could not occur if the corporation had
not already fostered the development of a strong private sector training market to compete actively for
training funds.
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In the Skills Challenge Fund example, multiple government departments take responsibility for the
governance, financial accountability and management of the training fund. The revenue for the skills
fund does not come from industry, because industry in Meghalaya is small and levies would create
unacceptable burdens on this remote area.

It is important to consider whether industry and particular industry sectors within a country are robust
enough economically to fund or jointly fund skills development, or whether government funding is a
better option at any given stage in skills development reform. Additionally, the likelihood of consumers
paying for training needs to be assessed before introducing any ‘user pays' training initiatives.

Figure 6. Meghalaya Skills Challenge Fund

Meghalaya is a state in the northeastern part of India with high unemployment and low industry
diversity. Youth make-up 35% of the state’s population; however, owing to weaknesses in the
state’s secondary, higher education system and skills development systems, youth are unable
to compete for jobs. The state’s skills development and vocational training programmes were
suffering from limited capacity, with very few private training providers operating within the
state. Compounding the high level of youth unemployment is a small and restricted labour
market, with 70% of the workforce employed in low-skilled agricultural jobs. The industrial
foundation within Meghalaya is narrow, with limited processing or value adding taking place
within the state. The economy is primarily agricultural and informal in nature.

In order to improve its capacity to deliver wide-ranging quality skills development options,
Meghalaya established the placement-linked training fund, or the Skills Challenge Fund. The
fund has two components. The first is to train and place young people in employment either
within Meghalaya or in the region or India. The second component is to provide entrepreneurship
training and support so that young people in Meghalaya can successfully generate income to lift
themselves out of subsistence living.

The Skills Challenge Fund funds training programmes linked to areas where skill shortages
have been identified, either in Meghalaya or the rest of India. The other important aspect is that
the training must be employment-linked. Training should lead to placement within a year of
completing training, or help to enhance the livelihood of the self-employed.

Employment linked to funding encourages training providers to develop close ties with
employers both during and after training. Furthermore, one financing conditions requires that
training institutions follow up with students and employers. This employment-linked outcome
acts to encourage long-term relationships with employers. Government training providers are
also invited to apply for funding in partnerships with chambers of commerce or local businesses,
thereby providing an incentive for government training institutions to develop partnerships with
the private sector. Part of the incentive for government training institutions is additional money
available to them outside traditional line ministry’s funding mechanisms. The Government of
Meghalaya also wants to develop a viable training market, and so the fund provides incentives
for interstate training institutions or industry bodies to set up training centres in the state or
to collaborate with and build the skills of local training providers. Local training providers can
access funding to refurbish facilities, train teachers and pay for equipment, if they can show that
they are in a partnership with industry.

Engaging the Private Sector in Skills Development

27



GUIDELINES

Corporate social responsibility provides companies with an avenue to support skills-development
funding either voluntarily or through regulatory requirements. Two different models of how corporate
social responsibility facilitates skills-development initiatives are described in figure 7 below. These
models offer a strategic approach. The National Skills Development Corporation approach aims to collect
ongoing funding for skills development across the country. The Tata Hitachi Construction Machinery
approach, similar to the SAP model in figure 4, builds its local customer skills base while creating training
expertise in the sector. The Tata Hitachi approach offers a construction machinery value chain model
that can be replicated and enhances the value-chain member’s interest in skills development over the
long term, potentially leading to more companies within the value chain identifying skills development
as a solution to their workforce skill needs.

Corporate social responsibility offers companies a great level of flexibility, which individual companies
can realize through voluntary initiatives that meet particular needs or as a policy initiative through a
regulated approach, such as that used in India.

Figure 7. Corporate social responsibility

While initially a form of corporate self-
regulation, the Government of India introduced
a requirement that businesses earning over
a certain amount had to spend 2% of their
profit on social improvement activities.
The Confederation of Indian Industries has
encouraged its members, through activities
such as conferences on corporate social
responsibility and skills development, to
engage actively with skills development. The
confederation has been working closely with
the National Skills Development Corporation
(NSDC), a Government of India private sector
engagement initiative, to encourage companies to develop collaborative corporate social
responsibility projects in skills development. The Mineral Development Corporation has signed
memoranda of understanding with the NSDC and the National Skills Development Fund to provide
skills development funding for 1,200 unemployed young people nationally. And the NSDC has
signed memoranda of understanding with a number of large Indian companies that have agreed
to contribute some of their corporate social responsibility funding for training across India.

Source: NSD

Under a separate internal initiative, the Tata Hitachi Construction Machinery, through its
corporate social responsibility commitment, has set up an operator training school. The school
provides training on how to use excavators and backhoe loaders to unemployed youth so that
they may work as operators of construction equipment in India and overseas. The company has
a policy of reserving 50% of training for people from scheduled castes and scheduled tribes,
recognized as equity groups in India. The school has a hostel for students and state-of-the-art
machines to provide hands-on practical learning sessions for students. The training programme
covers theory and skills-based learning, and teachers come from companies with experience in
training. The details of students graduating from the course are matched with their equipment
dealers and new customers looking for people skilled in operating equipment.
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Levies and incentives

Combined with skills-development policy mechanisms and economic development strategies, levies
can have a positive effect on the quality and relevance of skills development and increase employer
demand for training. While incentives can increase participation, they have little effect in generating
revenue or ensuring appropriateness of outcomes. A World Bank review of training levies suggests
that levies on their own do nothing to improve the quality or take-up of training, though they can
help to increase the amount of training offered.’” There is, however, evidence that a combination
of levies and incentives can lead to greater funding and better focus on the intended outcomes of
national skills development strategies. In addition to levies, incentives can help fast track industry
engagement in workforce development and increase the numbers of people participating in training.
However, incentives require robust implementation and monitoring systems to support them, and
overly bureaucratic application and reporting systems will reduce employer participation, particularly
among small business operators. The same World Bank review on training levies, found that incentive
programmes work best during periods of economic growth, particularly when a government links skills
development policies with economic development strategies.®® Malaysia, the Republic of Korea and
Singapore are strong examples of this approach. In each of these countries, there are strong governance
and administrative arrangements in place to support transparency and accountability. The Singaporean
example in figure 8 is an example of a well designed levy and incentive programme that safeguards
workers and encourages employers to participate by providing industrial placement for students in
formal studies.

Figure 8. Singapore Skills Development Fund

Singaporean employers pay a compulsory skills development levy for all employees, which
includes full-time, casual, part-time, temporary and foreign workers employed in Singapore.
A levy of 0.25% is applied to total payments, including wage, salary, commission, bonuses,
leave pay, overtime pay, allowances (e.g., housing) and other payments in cash. The Central
Provident Fund Board collects the skills development levy on behalf of the Singapore Workforce
Development Agency. The levy is deposited into the Skills Development Fund, which provides
grants to companies for workforce training. The Skills Development Levy Act was passed to
support the collection of levies and disbursement through the Skills Development Fund.

The skills development levy is a mandatory contribution from employers, and failure to pay is a
statutory offence. An employer pays the levy for each employee it hires. To avoid cost shifting,
employers cannot deduct the levy from employees’monthly remuneration. The collection of the
levy and the disbursement of training assistance are managed separately. The skills development
levy training assistance is provided as a financial incentive to employers to upgrade the skills
of their workforce. Moreover, it is a way to strengthen government training programmes,
as employers are exempt from paying the levy for students who are on full-time industrial
attachments arranged by skills development institutions, universities and other post-secondary
educational institutes. An employer’s skills development levy contribution is not tied to the
amount of financing the employer can obtain from the skills development levy for the training
of its workers.
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Sometimes it is important for governments to offer incentives to companies to ensure that there is a
supply of skilled workers in particular sectors for the future. Incentives enable employers to participate
in the formal training system rather than take an informal approach to skills development. Incentives
that encourage employer participation in the formal training system have the benefit of creating a
vehicle for the implementation of policy objectives and a way for students to be awarded a formal
credential, thereby providing greater potential mobility for workers. The Australian example in figure 10
highlights how the Government used incentives to improve declining apprenticeship numbers.

Figure 9. Australian employer incentives for apprenticeships and traineeships

In different states of Australia, employers are paid an incentive upon the successful completion
of a student’s apprenticeship or traineeship in industry sectors of strategic importance to the
state. In addition, the federal Government provides a commencement and completion fee to
employers for each contracted apprenticeship or traineeship in a trade or traineeship in a priority
occupation. These incentives are also paid to existing workers who undertake an apprenticeship
or traineeship, and there is no set age limit for individuals entering an apprenticeship. The trainee
and apprenticeship incentives extend to non-priority areas for school-based apprenticeships.

Incentives can act as an effective enabler for private sector collaboration and, when funded through
levies, incentives can be cost-effective. The World Bank policy primer, “Training levies: evidence from
evaluations’, recommends the following basic principles for government intervention to increase the
quality of training:

I Levies should be subject to periodic review;

I Levies should vary across sector/industry to reflect differing the skill composition of the labour
force and training needs;

I The system should be designed and administered in such a manner that encourages
employers—small as well as large [enterprises]—to participate;

I Training authorities should not venture into extraneous activities;

I The range of training services and courses provided should reflect employer needs;
I Levies should be used to promote training by enterprises;

I Employer buy-in for levy schemes is crucial; and

I Administrative efficiency and transparency are essential.*
National qualifications frameworks

National qualifications frameworks are policy mechanisms to benchmark and classify qualifications,
and, as such, they are tools to develop transparency and communicate the comparability of national
qualifications. The frameworks are usually introduced as part of a national skills development reform
process. In most cases, training reform processes involve a move to outcomes-based learning,
greater consultations with stakeholders and alignment across the three levels of the education sector
(compulsory schooling, technical vocational education and training (TVET), and higher education).
Qualifications are issued after a successful formal assessment and validation process. While the
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frameworks are technical tools for formal education and technical vocational education and training,
they can also provide occasions for industry engagement.

Showing industry that its viewpoint matters creates goodwill and sends a message that government is
committed to involving the private sector in decision-making. An example of how the private sector can
participatein the high-level governance of formal TVET systems is the Vocational Qualifications Authority
in Turkey, described in figure 10. In this example, the Government has recognized that industry has
relevant knowledge of vocational skill needs to contribute during the qualifications approval process.
While national qualifications frameworks are national administrative frameworks, the Turkey example
demonstrates how they can provide an opportunity for industry involvement in formal TVET systems
administration.

Figure 10. Vocational Qualifications Authority in Turkey

The authority is a public entity and has a tripartite governance structure. It is an administratively
and financially autonomous vocational section of the national qualifications framework, with
a general assembly that includes representatives from employer and employee associations.
There is an executive board, which also has employer and employee group representation.
Qualifications are based on occupational standards, which are developed by industry, and
the private sector is highly committed to developing an effective national qualifications
framework. Occupational standards are prepared by occupational standards-setting bodies,
sector committees and the Executive Board of the Vocational Qualifications Authority. Different
organizations can submit qualifications based on occupational standards for approval and listing
in the national qualifications framework. The Vocational Qualifications Authority approves all
TVET qualifications.

Source: Castejon, J.M,, et al., “Developing qualifications frameworks in European Union partner countries’, The Anthem-European Union
Series, London: Anthem Press, European Training Foundation, 2011.

Labour market information systems

Labour market information systems collect, analyse and disseminate quantitative and qualitative
information related to the demand for and supply of labour. These systems incorporate the support
processes, including statistical infrastructure, hardware and software, that enable the collection and
dissemination of labour market information. Labour market information and analysis is the process of
data analysis to determine whether shortages are skill shortages (entire jobs) or skill gaps (deficiencies
in the skills sets of existing workers), and whether skills development is the best solution to the
shortage. Skills anticipation is defined in the UNEVOC TVETpedia Glossary as the “use of labour market
and skills information to predict and develop policy responses to future skills need”* Some labour
market information systems also incorporate information often associated with education information
management systems, such as student enrollment, graduation and outcome data, course information
and career guidance. Determining the skill needs of labour markets is an important task facing
policymakers and planners so that they can ensure that skills development produces appropriately
skilled workers for the job market.

Understanding why skill mismatches occur is a factor in determining what type of corrective strategies
is the best fit. Structural and industrial change, for example, may require upskilling or reskilling of
existing workers or a reduction in labour, which may not be a skills shortage but a skills gap in the skills
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of existing workers. Some sectors may have a shortage owing to highly skilled workers leaving for better
paying jobs and better working conditions in another sector. In these examples, industry has a critical
role to play in resolving the skills mismatch and collecting reliable labour market information, which
produces evidence to frame workforce development initiatives and tailor responses to specific sectoral
needs. In industry sectors where highly skilled workers are leaving the industry, or choosing not to enter
the industry because of lower relative wages, the skills shortage may be an industrial issue related to
remuneration rather than the availability of trained individuals. Having access to reliable data helps
administrators and employers make objective decisions which they might not normally consider.

Anticipating the skill requirements of an industry sector is a difficult exercise and usually relies on a
mix of qualitative and quantitative data. Among the many challenges facing low and middle-income
countries are the validity of data and accessing reliable data on the informal economy. Compounding
the lack of reliable data is the shortage of administrative proficiency in skills analysis, forecasting and
anticipation.*’ For these reasons, the following section examines labour market observatories as an
institutional model that requires the close involvement of industry stakeholders in validating, analysing
and identifying trends among available data and in supplementing them with additional sectoral
knowledge to determine the best response.

Several methodologies can be used for skills anticipation, which requires varying levels of industry
participation. Labour market observatories can operate at local, regional and sectoral levels,*> and
embrace stakeholders from all areas of the skills development ecosystem, including company human
resources development representatives, and skills delivery and employment placement representatives
from a particular region or sector. Stakeholders are drawn from employment services, educational
planners, training providers, career counsellors, enterprises, employer and employee organizations,
non-government organizations and civil society groups. Wide stakeholder consultations provide
a comprehensive set of information sources to analyse and make sense of trends, movements and
emerging issues in particular labour markets and regions.

Source: BUTGEM
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It is a complex task to identify current and future skill needs, and while employers are usually aware of
theirimmediate skill needs, they are often not in a position to articulate emerging skills. By using labour
market observatories, employers, workers, sector skills councils, training institutions and university
research centres collect qualitative and quantitative information and identify information on current
and anticipated industry trends. Labour market observatories are an institutional model that actively
includes the private sector in the collection and understanding of the data.

Some industry skills advisory arrangements use approaches very similar to labour market observatories.
They facilitate the convening of stakeholders—including individual employers or their human
resources representatives, industry bodies, professional organizations, unions, training institutions,
representatives of the value chain, and research organizations working in the industry sector area.
Under this approach, the government usually supplies detailed data collected from a number of
sources, including household surveys, department of statistics data, employment services, business
registrations, and other relevant data for the industry skills body to analyse in combination with the
industry intelligence that they collect.

In the broadest sense, a labour market information system includes career information, advice and
placement services, as well as data on shortages and mismatches, occupational profiles and skills
underutilization. Employment services have a role in assisting individuals make decisions about entering
the labour market, and can use information from labour market intelligence to support labour mobility
and guide individuals away from occupations with structural unemployment. The implementation of a
labour market information system aims to provide evidence-based information on supply and demand
in labour markets. Employment services can provide effective bridges among training institutions,
graduates seeking jobs and employers.

The systems to support the collection and dissemination of information can be expensive. Identifying
existing available information helps to reduce the implementation timeline and the cost of establishing
processes and developing tools to collect the relevant data.

Skills development and active employment strategies

Youth unemployment is a major concern for low, medium and high-income countries and has been
highlighted in the skills strategy position papers of ILO, OECD, UNESCO and the World Economic Forum.
According to ILO, global youth unemployment is still well above the pre-financial crisis 2008 level, with
73.3 million young people out of work in 2014.#* ILO goes on to note that developed economies and the
European Union, up until 2014, had a slight decrease in unemployment while South Asia saw no change
and East Asia, Southeast Asia the Pacific, Middle East and North Africa experienced an increase in youth
unemployment:

Almost 43% of the global youth labour force is still either unemployed or working yet living
in poverty.*

Active labour market strategies include training programmes, job creation initiatives, active job search
support, employment incentives for employers, and enterprise development for the unemployed. These
differ from passive labour market strategies, which may include income safety nets, food vouchers and
retirement support.

In recent years, there has been a greater push to integrate skills development in employment policy.
There is greater emphasis especially on quality career guidance in sourcing students, placement-linked
outcomes in skills development programmes and, depending on the client group, post-placement
support and re-skilling for redundant workers, as underscored in the OECD G20 Skills Strategy and the
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UNESCO Shanghai Consensus. On the supply side, there is a greater connection between career advice,
employment services, both public and private, with training providers looking to source motivated,
well-matched students. On the demand side, there are emerging partnerships with employment
brokers and training providers, as governments tie training funding to employment-linked outcomes.

There is a convincing cross-country connection between levels of initial education and continuing
skills development and employment performance.”* Moreover, strong evidence exists that higher
qualifications and skills development qualifications can considerably decrease the likelihood of long
periods of unemployment.®® Furthermore, in countries with well-coordinated training systems and
clear vocational qualifications, there is a convincing link between employment and successful work and
careers. However, the relationship between employment and vocational qualifications is less apparent
in countries where the training and employment systems are not well integrated.

Many aspects of a skills development policy framework offer avenues for industry participation.
The challenge is identifying the areas where industry representatives can provide valuable input
to the governance of the skills development system and to strategic direction. Involving industry
representatives early in the formulation of skills development initiatives helps to build strategic vision,
trust and a sense of commitment to new skills development initiatives.

Creating a balance between, on the one hand, centralized coordination of the system and ministries, and,
on the other, local flexibility offers a broad range of opportunities for industry engagement, including at
the national policy and local implementation levels. Skills policy should be linked to national economic
development priorities, while its development requires industry input in identifying skill needs,
training and assessment content and in updating teachers technical expertise and knowledge of the
workplace—all necessary policy strategies to improve the relevance of training. A policy supporting
implementation of structured workplace training opens up the range of training available within a skills
development system and provides students access to current workplace practices.

Countries can support good practice and innovation at the macro-level, through three areas of
intervention, by:*

I Collecting and disseminating data in order to educate stakeholders, build transparency and
manage performance. By providing them with high-quality, clear information, students can
make informed choices about career options and training pathways. Countries can evaluate
what strategies have an impact on training outcomes and disseminate them to stakeholders,
and collect training outcome data from individual training providers and make them publicly
available;

I Initiate more sector-wide collaborations in order to build industry consensus and share the
costs of improving education and training. Sectoral involvement in curriculum development
and teacher training helps with widespread recognition and acceptance of training; and

I Create an education-to-employment “system integrator” that coordinates, catalyses and
monitors activity.*® Systems integrators, usually a government entity, work across the system
and coordinate the efforts of employers and training providers, ensuring that they function
together effectively.

Financing and the use of incentives are often a lever. When looking at financing options, it is critical to
assess the market’s readiness to participate in funding skills development initiatives as well as industry’s
ability to absorb additional costs by way of levies. Funding programmes need to be transparent and
have streamlined processes in order for stakeholders to access them.
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1.6. Implementation

Implementation is the endeavour to turn policies into action. Successful policy rollout usually supports a
number of related activities as part of the implementation phase. Implementation includes establishing
monitoring and reporting processes, raising awareness of new initiatives, developing the professional
skills of those involved in the rollout and forming partnerships for service delivery. Implementation
of training initiatives, for example, covers the professional development of teachers in delivering the
new curriculum, using new learning resources, resourcing facilities for delivery, preparing assessors
in the use of new assessment tools and disseminating career advice on the new training programme.
Implementation of government initiatives, which focus on inclusive skills development, are often
difficult for them to implement since the range of government service delivery is often insufficient.
Target groups are frequently in remote or rural areas with limited infrastructure, while language and
other barriers can make service delivery difficult.

The AllIndia Society for Electronics and Computer Technology (AISECT)* in figure 11 offers an innovative
model of how government can partner with an organization to achieve a level of service implementation
and a better match with target groups than it would achieve on its own.

Figure 11. All India Society for Electronics and Computer Technology (AISECT)

This case study demonstrates the magnifying benefits of collaborating with multiple organizations
and stakeholders to deliver inclusive services. In this case, the organization, AISECT, contracts on
a fee-for-service basis to provide government services in regional and rural areas allowing the
government to achieve a service reach that it may otherwise find difficult to achieve. AISECT also
provides government-contracted services in skills development, including counselling, training
and placement, and has collaborated with various central and state government programmes
to deliver training to different target groups, primarily the marginalized and disadvantaged. The
franchises are run by rural youth who are graduates from AISECT programmes or educated local
people. These people understand local customs and speak local languages, ensuring a greater
match between the target group and the service providers.
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The franchise model of training requires the implementation of a number of government agency
safeguards. These safeguards are designed to guarantee the consistent quality of training and a
reduction in opportunities for incorrect reporting of student numbers enrolled in training. Australian
research suggests making the head office training company liable for the actions of the franchises by
making them legally responsible for any discrepancies in actual enrollments and enrollment numbers
used to determine funding. Governments can validate enroliment numbers by including student
contact details as a funding trigger and then implementing a random check with the students. Any
discrepancy will require investigation by a regional office to confirm numbers.

The quality of training conducted in franchise centers can be improved by implementing quality audits
at each franchise. If quality audits are not available the government funding agency can incorporate a
number of quality criteria into the funding contract with the head office of the franchise. These quality
criteria can include minimum teacher qualifications and experience, feedback from students and
employers and the minimum equipment and facility requirements to gain funding. Once again making
the head office legally responsible for the franchises increases the likelihood of compliance amongst
the franchises. Under funding contracts head offices can be required to repay funding if it becomes
clear that the franchises have not met the quality criteria.

Source: NSBC

Figure 12. Stimulating a private skills development training market

In 2007, the Government of India understood it needed to train and skill up 500 million Indians
by 2022. It was aware that the government-owned TVET system was insufficient to meet this
enormous skills demand. Nor could it offer the range of skills training and equipment required
acrossdifferentindustry sectors fora contemporary Indian workforce. It responded by establishing
the National Skills Development Corporation (NSDC), whose role is to increase training capacity
within the country through the development of a private training sector.

Through seed funding, and in some cases low-interest loans, the NSDC financed the establishment
of 266 private training institutions with 2,009 training centres across India. In some cases, the
NSDC maintains an equity share in the training company. To foster private sector commitment to
this model, the Government gave industry 51% equity in the oversight of the NSDC, equating to
a majority vote on the NSDC Governing Council.
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The benefits of implementation-based partnerships—greater spread of service delivery and better
matches with target groups—will only accrue if competent well-governed organizations exist with
which to form partnerships. With competing demands on government budgets, many developing and
middle-income countries are experiencing a shortfall in the number of training institutions available
to meet growing labour market training needs. One way to address this shortfall is to increase the
number of private sector training organizations operating within the skills development sector. The
example in figure 12 outlines how India developed a private training sector that provides the capacity
the government needs to achieve its policy objectives of training 500 million young people.

Another avenue to increase implementation reach or the number of suitable locations available
to deliver training is to form partnerships with individual companies for formal on-the-job training,
thereby opening up the number of training delivery options available in a country. However, as training
is not the main business of companies operating in other sectors, this approach requires an investment
in providing training to participating employers in training and mentoring students. Providing formal
training programmes across a range of new industry sectors requires the government to rethink
programme implementation and seek suitable partnerships wherever possible.

When considering secondary organizations that use a franchise model to deliver skills development
initiatives, it is important to look at their cost structuring to ensure that there is not an adverse effect
on the quality of training delivery. Additionally, random monitoring of the franchises, to assess whether
quality delivery is being maintained, is necessary to guarantee appropriate services are being provided.

Programme design for equity and access

The Deen Dayal Upadhyaya Grameen Kaushalya Yojana (DDU-GKY) programme is a good practice
example of a comprehensive approach that targets poor rural youth, women, young people in conflict
zones and other vulnerable groups® who face major hurdles in entering the labour market. According
to DDU-GKY, around 93% of the Indian workforce is employed in the informal sector and lacks any
formal qualifications or access to qualifications or career pathways.”' The Ministry of Rural Development
designed a number of measures to assist the target groups in overcoming these hurdles and to provide
equity groups, such as scheduled casts, scheduled tribes, women and people below the poverty line,
with greater opportunities to enter and successfully remain in the labour market. These design features
include:

I Targeting certain groups, such as scheduled casts, particularly vulnerable tribal groups,
women, people with disabilities, rehabilitated bonded labourers, victims of trafficking, manual
scavengers, trans-genders, persons living with HIV/AIDS and other minorities;

I Training at no cost, which provides: access to training that many social groups cannot afford,
money for student transport, food and accommodation (if residential) and salary top-up for
the first two to six months. Students are helped to set up bank accounts so that funds can be
directly transferred into their bank accounts; they are also given uniforms, learning materials
and tools;

I Career counselling for prospective students on the nature of work in the sector or trade,
availability of jobs, deliverables required by employers, entitlements, job progression
prospects and job risks;

I Building formal qualifications, which provides graduates with greater employment options
and access to further study (lifelong learning);
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I Training for career progression, which offers students opportunities to access higher levels
of formal technical vocational education and training and career advancement. There is
strong evidence that higher qualifications and skills significantly reduce the possibility of long
periods of unemployment,*> while the low-skilled are more likely to be unemployed;>

I Industrial internships, which provide a joint stipend to the student for 12-month internship
programmes that guarantee 75% placement with a higher minimum salary. The employer
receives a subsidized intern for 12 months;

I Job fairs, which assist in placing people in employment;

I Employment-linked placement, whose programme requires 75% of graduates be placed in
employment and stipulates a minimum wage, wage slips or certificates, signed by employer
and employee, and bank statements showing regular payments or money transfer certificates,
which are used as evidence. This arrangement is non-negotiable, and, as such, makes graduates
more likely to end up working in the formal sector;

I Post-placement tracking up to one year, which determines the effectiveness of the training;

I Retention support up to one year, so that emerging problems can be resolved before a
graduate leaves paid employment. Different work cultures, social norms, ill health, substance
abuse, trafficking and exploitation are all issues that new graduates can face;

I Soft skills training. DDU-GKY industry consultations identify soft skills as highly important,*
more important than domain competencies, which they can learn on the job;**

I Migration issues. Training providers are required to open a call centre for their trainees and
alumni to which they can turn for help for up to one year after completion of training. Many
rural and remote individuals must leave their home region to work either in the cities of India
or overseas. The lack of social support, cultural change and isolation are some of the issues
that can cause young people to leave employment and return home. Once they have had a
bad migration experience, they are less likely to do try it again;

I Finishing and work readiness module, which covers helping candidates to find
accommodation, gaining access to health care, counselling on personal issues, curriculum
vitae preparation, and interview techniques, and organizing alumni meetings. Graduates
from the target group may be the first in their families to work in the formal sector or in non-
agricultural employment. These strategies help them to prepare for the change and smooth
the transition to work;

I Alumni support networks, which help recruits to understand that individuals like them have
been able to gain and retain work—a major motivator. Alumni networks also help people to
build social, support and work networks. An alumni development strategy is a mandatory
requirement;

I Career progression, which offers additional, or up-skilling, training to assist in career
advancement.

Detailed skill gap analyses are carried out in each state to determine skill needs and to strike
agreements with prospective employers on the number of people they need for each trade and the
kind of knowledge, competences and attitude required. Once complete, states select their training
programmes, which must meet a verifiable industry demand.
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The DDU-GKY programme also provides capacity building activities for training organizations and
companies that includes:

I Training of teachers, building placement skills, and helping implementation partners to access
government infrastructure for delivery;

I Obtaining bank loans to implement programmes; and

I Using enterprise resource planning tools and applying programme quality standards.

The DDU-GKY programme has output and outcome indicators and requires the implementation partner
to monitor and evaluate progress while DDU-GKY undertakes concurrent monitoring and evaluation
against agreed performance indicators. Furthermore, DDU-GKY conducts independent programme
evaluation studies to determine the training’s impact.

Gender

Work-based learning is a crucial element when designing delivery modes for training programmes
targeting women. An Australian report commissioned by the National Centre for Vocational Education
and Training, from 2000, “Still not equal? A study of differences in male and female TAFE graduates
earnings in Australia’, found that women technical and advanced education graduates earned less than
their male counterparts and that females graduates faced higher levels of unemployment.*® However,
variance in qualification levels did not explain differences in income, since most of the women in the
research held higher-level qualifications than their male counterparts.

A major finding of the research is that women appear less connected with the labour market when
undertaking TVET studies. Female students are more likely than their male counterparts to study with
the aim of gaining employment, whereas men are more likely to undertake study for reasons related
to their current employment. Interestingly, the prevalence of men in apprenticeships is a main cause of
this variance. Furthermore, the research shows that male students are more likely than women to gain

Source: SESRIC
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employer support while studying. It also found that female graduates are more likely to work part-time
and take longer in finding employment or not to be employed.

The design of skills development programmes for woman that incorporate work-based learning must
consider strategies to deal with the safety of young women travelling to and from work. Strategies need
to cover the times that the work placement occurs, as well as workplace sensitivities towards gender
issues, which should be considered when planning delivery.

On-the-job training appears to be an important consideration for training design and, in particular, in
training programmes developed for women. Incorporating on-the-job training for women may help to
improve their employment opportunities. There is additional information on work-based learning in
section three of this document.

1.7. Assessment and certification

Industry has varying roles in assessments: from developing skill standards and organizing industry
consultations to using such standards to provide performance benchmarks for assessment purposes.
Industry can also provide information on the skills and experience required by assessors in order to
determine if a person is competent to perform in the workplace.

Arrangements for assessments and private sector engagement in assessments depend on the individual
country context. Some countries provide independent assessments conducted by independent trained
assessors, paid for and managed by a central government authority. Sri Lanka has implemented this
approach. In other countries, such as India and the United Kingdom, independent assessment bodies
conduct assessments and are paid either by the government, the student or the training institution. In
countries such as Australia, a trained assessor may perform the assessment, working with employers
to determine competency, and with the government or the student paying for the assessment.
In most cases, assessors are required to have experience in the sector and skills in the area they are
assessing. Each of these approaches has advantages and disadvantages, depending on the country. The
preferred model often comes down to cost and whether different stakeholders pay for the assessment.
Additionally, many low-income countries have problems sourcing the required number of independent
people available to work as assessors, a situation that causes delays in the final assessment and makes
it difficult to determine which assessment model to implement.

At the local level, workplaces can provide skilled technicians or other professionals who can conduct
the assessment process and determine whether someone is competent. Alternatively, employers can
participate in a joint assessment process with a trained assessor who conducts the assessment process,
while the employer representative determines whether they are competent to work or not.

Delivery of skills development services offers many instances where employers can engage with
students and training institutions to build the skills they need. Identifying the best representatives and
ensuring their involvement so that it compliments their work schedules is an important ingredient in
the success of ongoing collaborations.

1.8. Monitoring and evaluation

Monitoring and evaluation are important aspects of any policy, project or programme implementation.
In skills development, monitoring and evaluation place particular emphasis on the quality and relevance
of the skills developed. Stakeholder feedback plays a central role in this process, especially in asking
employers and former students to evaluate how relevant the skills developed through training are to
the workplace, and how quickly former students gained employment. Identifying the suitability of skills
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Source: IL&FS

acquired by graduates to the workplace is the primary data source used to determine whether skills
development programmes are meeting workplace needs. Monitoring and evaluation can highlight
problems and poor performance, which would not necessarily be identified without undertaking
formal review processes. Monitoring and evaluation can also identify good practices and unexpected
outcomes.

An inclusive monitoring and evaluation approach ensures the contribution of the private sector in
skills development systems. Unlike traditional approaches to monitoring and evaluation, participatory
approaches are a process of individual and collective learning and capacity building through which
stakeholders develop a deeper understanding of skills development processes and outcomes.

Monitoring and evaluation that involves key stakeholders, such as employers and industry bodies,
helps to build their understanding of the system so that they can reflect on what is working well and
whether it can be replicated elsewhere. Asking employers who participate in monitoring and evaluation
studies to identify lessons learned and corrective actions for future programmes builds ownership and
commitment to skills development. Participatory monitoring and evaluation strategies also help to
develop accountability among stakeholders and provide input to new policy formulation cycles.
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1.9. Towards an enabling environment: private sector engagement in national
skills strategies

An environment that encourages private sector collaboration in skills development requires a good
policy framework that fosters consultation, information sharing, capacity building, long-term vision and
adequate funding. The following points guide the formulation of macro-level frameworks to enable
private sector engagement initiatives to work. The points evolved from: (a) a review of the current
literature on industry engagement in skills development; (b) examples in this document; (c) and the
Istanbul International Centre for Private Sector in Development’s Indian and Turkish case studies.

The approaches that help to build successful collaboration focus on:

1.

National economic priorities. It is key to identify sectors and regions that are national
economic priorities and develop industry profiles that determine the subsectors,
interrelationships and key organizations within the sectors or regions;

Stakeholder participation. The starting point for national strategy development is
stakeholder involvement. Partners bring issues, such as: ‘increasing the number of women
in training, or ‘increasing skills in lean manufacturing’. Multiple partners bring diverse input,
helping to frame problems holistically and identify practical, meaningful strategies and
solutions with high partner ownership;

Strategic vision and high-level commitment. A strategic vision for skills development and
private sector engagement has a long-term vision and high-level commitment from the
public and private sectors;

Systems integrators. The use of systems integrators at a high level to coordinate the efforts
of employers and training ensures that they function together effectively;

Transparency and access. Transparently documented processes for the formation of private
sector engagement initiatives are publicly available;

Accountability and redress. Accountability and redress mechanisms are documented
and available for all stakeholders. Decision-making processes are clear, and legal systems,
regulatory frameworks and other redress mechanisms are in place to uphold the public
interest;

Funding and financial arrangements. Funding and financial arrangements meet regulatory
requirements on the allocation and expenditure of public funds, offer flexibility to address
emerging needs and support employers to invest in quality training;

The capacity of the skills development system. Stakeholders are given the opportunity
to develop skills to manage, monitor and evaluate new private sector engagement
strategies. System capacity includes the capacity building of policy developers, government
administrators and training institutions to manage, analyse and evaluate local private sector
engagement;

Capacity building of teachers, institute managers and support staff. Teachers have the
technical and pedagogic skills to deliver training to meet industry needs and the skills to
integrate formal student learning between a workplace and an institution;
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10. Institutional autonomy. Training institutions have a level of autonomy to adapt learning
resources to local needs and to work flexibly to meet documented local demand;

11. Updating teacher technical skills and workplace exposure. A range of strategies is
developed to update teacher’s industry experience and ensure their continued exposure to
contemporary work practices and new technologies;

12. Quality career advice. Reforming career advice will help to incorporate up-to-date authentic
information on career and educational pathways, both horizontal and vertical;

13. A systematic approach to workplace learning. Broadened and structured workplace
learning opportunities in mainstream skills development is achieved by aligning
workplace learning strategies with curriculum, encouraging employer, teacher and student
participation, updating apprenticeships and introducing new apprenticeships/traineeships
in new industry sectors;

14. Sectoral and regional approaches. Sectoral and regional strategies address future demands
for skills, both technical and soft, within existing and emerging occupations;

15. Inclusive partnerships. Partnerships ensure equal access for all and encourage small and
medium enterprises to participate in training.
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2. MESO-LEVEL

2.1. Meso-level sectoral approaches to skills development

A meso-level approach to skills development can have several variations, incorporating a specific
industry sector and its sub-sectors, or involving a group of subsectors or a subsector and its value
chain. Successful sectoral approaches are demand-led systems that increase the participation of firms,
associations and other organizations with representation in the industry sector. These approaches are
called ‘demand-led’ because they require industry to identify the skills needed in their labour market
in order to perform a range of jobs. There is therefore a job market demand for particular skills. Many
factors lead to the success or failure of sectoral skills development strategies. Two of the biggest factors
in skills development systems that fail to generate graduates with relevant skills are:

1. Not asking industry employers what their skill needs are; and
2. Not working closely with employers to ensure that the correct skills are developed.

The main overriding success factor that makes the formal technical vocational education and training
system produce graduates with relevant skills for the labour marketis ensuring employers, with employee
involvement, are a leading voice in the planning and implementation of skills development activities for
their specific sector. The components of a technical vocational education and training system need to be
aligned and working together toward the same objectives—usually referred to as system coherence.”’
Achieving labour market relevance for skills development initiatives requires the involvement of
stakeholders, particularly employers and workers, in all phases of planning and implementation, from
providing input into policy formulation and sharing governance of implementation to involvement in
delivering skills development sectoral solutions.

Coordination must extend beyond the skills development sector and actively involve workforce
development and economic development policymakers and initiatives.>®*° This coordination assists
in accelerating the progress of industry involvement and commitment by reducing bureaucratic
bottlenecks and confusion of how the system works. Achieving successful solutions to skills shortages
and skills mismatches requires working closely with industry sectors at the local level, using a multi-
stakeholder collaborative approach.

Themes and issues

The role of employers may change in a demand-led system, depending on the sociopolitical context
in which they are operating. Simply involving employers does not guarantee an effective demand-led
system.®® There are three main drivers that help to bring about the realignment of skills development to
a sectoral industry-focused skills development approach:

I Ensuring a participatory multi-stakeholder policy focus, with shared responsibility among the
state, employers and individuals for investment in skills development;

I Recognizing the failure of vocational education and training reforms to meet industry and
labour market needs, combined with the labour/skill shortages in many developed countries
in the face of global competition; and

I The emergence of low-cost manufacturing bases in developing and middle-income
economies, which has prompted developed countries to encourage employers to demand
higher skills and move up the value chain, and develop a better qualified, skilled workforce to
maintain growth and innovation.?'
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A number of prerequisites that lead to successful workforce collaboration in the United States can help
to bridge policy deficiencies: %

I Strong leadership that identifies clear goals and educates stakeholders on the need to
coordinate across silos, which may separate their efforts, and thereby create cross-functional
teams;

I A shared vision among stakeholders;

I Strategic planning and analysis, based on objective data, to facilitate a problem-solving
environment to meet real needs;

I A human resources focus, ensuring stakeholders have real authority in the decision-making
process to affect change;

I Process management, whereby skilled staff understand collaborative processes and
maintaining partnerships; and

I Informationandongoinganalysis where validated information is shared among stakeholders
so that informed discussions can lead to objective mutually understood decisions.

Rather than a one-size-fits-all approach, an evaluation by the Institute of Urban and Regional
Development of collaborative regional initiatives in the United States by the University of California,
Berkeley concluded that, to be successful, collaborative regional initiatives must be implemented at the
local level with local stakeholders, and must be created by those who understand the issues that impact
the region.®® Successful leaders are those who do not seek to control dialogue but inspire, encourage and
facilitate openness. Such leaders train others to become collaborative leaders and stimulate innovation
against challenges. Goals and tasks need to be feasible, clearly articulated and manageable in scope,
while research that is considered unbiased can play a critical role in decision-making.

Sectoral responses vary according to a sector’s priorities. One of the most conventional approaches
is the establishment of formal industry advisory arrangements. Industry skills advisory arrangements
operate under different names in different countries but essentially provide similar services. Workforce
development and industry clusters have also become a focus in skills development initiatives and often
incorporate the clusters’ value chain, which may form part of another industry sector, yet contain roles
vital to the functioning of the target sector. The second approach may work through a formal peak
industry skills advisory body, or it might work independently where such formal organizations do not
exist. Some countries also have transversal bodies—industry-led organizations that work across a
group of sectors or on cross-cutting themes, such as managerial skills, innovation and information and
communication technology. Additionally, some sectoral skills development strategies are global and
often centred on certification or licensing.

Six foundations constitute an effective sector skills approach:

1. Employers identify skills needs and design relevant competencies and qualifications;

2. Employees engage in skills development by identifying skills needs, which secures legitimacy
among workers. Involvement can be through unions, professional associations and worker
representatives;

3. Financial incentives are widely used to ensure successful implementation of the skills agenda.
These include the use of statutory levies, the imposition of taxes on low-skilled wages, direct
government subsidies or matched funding where employers and government provide equal
amounts of financing, or indirect financial incentives where employers receive a percentage
tax refund for participating in training;
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4, Public funding is used as a lever to ensure that sector training bodies consider long-term
government policy objectives. Without this influence, the government may not achieve wider
long-term objectives, such as encouraging the economy to move in the direction of higher
value-added production or knowledge industries, or to respond to social inclusion objectives;

5. Channelling public training funds through sector bodies. It is crucial that employer-led sector
skills councils control allocation of the funding of training programmes.

6. Differences in approach, systems and priorities between local/state and national/federal
government are recognized, and steps are taken to manage these differences.**

Purposeful employer engagement, which enables employers to be the principle leaders in the
identification of the priorities for skills development, is considered the single most important element
in devising a successful sectoral strategy.®® Multiple stakeholder involvement in collaborative skills
development initiatives helps to build strong demand-led solutions that support local industry and
provide decent work for skills development graduates.

For governments in developing and middle-income countries, the push to introduce demand-led
systems is often a result of:

1. The need to increase the amount and diversity of skills development delivery capacity;

2. An urgency to improve the ability of skills development systems, including both hard and soft
infrastructure;

. Poverty reduction strategies that offer pathways into skilled employment and decent work;
. An objective to move workers from the informal sector to the formal sector;

. Identifying new sources of funding; and

o U AW

. Improving competitiveness, regionally and globally, for foreign direct investment purposes.

Building partnerships with industry organizations, employers and workers provide opportunities to
successfully address the above six motivations by sharing joint responsibility for skills development.

The following meso-level section finds that once all key stakeholders have been brought together,
determining skills needs and what impacts these skills needs is a necessary first step. The results of the
analysis will determine the kind of skills development support required. Workforce development takes
a holistic approach to skills development and can cover the full workforce development spectrum of job
design, recruitment, careers advice, training and placement. All of these workforce development factors
can lead to successful outcome for employers, students and existing workers.

Funding

Funding skills development initiatives is a crucial issue for government. Different approaches to funding
can include state funding, joint industry and government funding, and industry funding of various skills
development initiatives. The financing of skills development activities can take different forms and
result in major contributions from social partners, both financial and in-kind. Methods to raise funds and
the types of contributions social partners may depend on the cultural context of the country and the
capacity of social partners to fund skills development activities. An important consideration is ensuring
that adequate safeguards are in place for socially inclusive skills development. The following provides a
brief overview of different models incorporating stakeholder contributions.

Under the National Workforce Development Fund (NWDF), the Government of Australia provided $700
million over five years, with a $100 million co-investment from industry, in order for industry to support
training and workforce development in areas of current and future skills need. Industry skills councils

46 Engaging the Private Sector in Skills Development



GUIDELINES

worked with industry to design projects that would deliver skills in areas of demand. Four hundred and
ninety-eight projects covered all sectors, including construction, logistics, old-age care, manufacturing,
and hospitality, with each sector producing a range of qualifications. Funding was graded according
to the size of the enterprise; large enterprises contributed up to 66% of costs while small and medium
businesses contributed between 33% and 50%.

In this approach, working through the industry advisory bodies, industry identified the skill needs and
designed the initiatives, while funding was tailored to reflect the capacity to fund training initiatives.

In the Netherlands, sector-wide labour agreements incorporate sector-specific training agreements,
which form part of sector training funds. The aim of these funds is to make training available to all the
firms in a sector in order to avoid skilled employees being poached by businesses that do not invest
in training. In 2009, the average levy for the training fund was 0.43%,% but this can vary up to 1.0%.
A random sample of 50 funds undertaken by the Dutch Ministry of Social Affairs in 2009 calculated
that the funds had a joint income of €461.1 million.®” The sectoral funds provide funding for a range
of activities, including training, research and labour market intelligence, supporting new entrants, and
setting up a student pool where businesses can hire students per hour. The funds can also provide
career development programmes for existing workers threatened with redundancy and funding for
training programmes if a company is losing revenue. The training funds support specific training to
meet the short-term needs of employers.

The Netherlands’approach allows industry and employers to determine what kind of activities the funds
can be used for, within set parameters. In both examples, the types of skills development initiatives that
attract funds are mostly determined by industry. In the Netherlands’ approach, the training funds are
controlled by industry.

Regardless of where funds come from, resources can be used to improve performance and change the
focus of skills development initiatives. When allocating funding under a performance-based funding
model, two issues need consideration. First, if the performance measure is employment, training
organizations may select potential students because they are seen to be highly employable, owing to
their presentation, attitude, previous training or work history, leaving more disadvantaged students
behind. Second, training providers may focus more energy and resources on placing students rather
than training delivery, affecting the quality of the training provided. Performance-based funding needs
to ensure that there are also input measures to safeguard disadvantaged groups and to maintain the
quality of training delivery. On the other hand, performance-based funding can target a particular
group, such as women or other socially disadvantaged groups, to increase their participation.

Providing discretionary funds to local collaborative sectoral initiatives enables these partnerships to
develop meaningful local solutions to local skill needs. Discretionary funds can be allocated to a broad
framework and set of parameters, where activities need to meet preconditions, based on the objectives
of the funder.

Different funding models can act as levers to motivate employer involvement in skills development
activities. These models include targeting employers through training levies or levy exemption schemes,
and offering employers and workers incentives such as tax refunds or exemptions and in-kind support
through the provision of on-the-job training. What combination of funding models are best for any one
country is determined by the prevailing political climate and the objectives of the skills development
system.
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2.2. Industry skills advisory arrangements

A significant element in demand-led systems is the use of formal channels for
ongoing communication between industry sectors and the skills development
system. Diverse models of the industry’s skills advisory arrangements exist s'gartallofmak,steyen
across countries and are influenced by the socioeconomic expectations of
each. Different models for sectoral advice can emerge to cater for the changing
dynamics influencing specific industry sectors.

In some industry sectors in the various countries, an industry association may
take leadership for skills development and work collaboratively with other
stakeholders on skills development issues. A government may also decide to
work with the association in the initial phases of establishing an independent
organization, or the government may determine that the association works
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with all key stakeholders and there is no reason to duplicate the service in —
that particular industry sector. In another industry sector, a workers’ union may be performing the
leadership role in coordinating key stakeholder input into skills development issues for their industry,

and might make a suitable conduit for industry advice. In New Zealand, the New Zealand Technology
Industry Association provides sectoral information on the country’s current and future skill needs in the
absence of an independent skills advisory body for the sector. A country may look to prioritize which
industry sectors require independent skills advisory bodies and support those sectors with partial or

full funding.

In other cases, industry associations may provide skills development support in a number of sectors,
such as UMEM Skills10 project.®® TOBB, the umbrella organization for chambers of commerce in Turkey,
which works in partnership with the local chambers and the Economic Policy Research Foundation of
Turkey, identified the skill needs in 19 pilot provinces. Through this analysis, UMEM Skills10 partners,
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TOBB, the Ministry of Labour and Social Security, the Ministry of Education, the Turkish Employment
Agency and the TOBB Economy and Technology University were able to design and run new training
programmes to meet the needs of the selected industry sectors.

An example of an industry association
that provides regional support is the Bursa
Chamber of Commerce and Industry Education
Foundation (BUTGEM), which offers free skills
training to existing workers and unemployed
high schooland university graduates.® The Bursa
Chamber of Commerce and Industry identifies
the skill needs of their industry members and
its Education Foundation provides the training
in a fully equipped training centre. Graduates
are awarded local and German certificates at the
successful completion of training.

In many countries, independent organizations
are established to provide sectoral advice
on skill needs in their industry. It is essential
to remember that each different model may
need adaptation to meet different sectoral
requirements based on factors such as: industry
acceptance of skilled workers, the dynamics that
influence skills demand, customer expectations,
technology, work processes, and links to other
sectorsandinternationally. Decisionsonwhether

Source: BUTGEM

to establish an independent organization
to advise on sectoral skill development needs will be based on the availability and capacity of the
stakeholders to fund an independent organization and on how well the key stakeholders cooperate
within existing organizational frameworks. Establishing independent industry advisory bodies is more
likely to be representative of all key stakeholders in their sector and provide a long-term focus for advice
and feedback. Long-term involvement in providing advice on skill needs means those working within
the organization must develop expertise both on the role of the formal technical vocational education
and training system and the key networks within their sector that can provide meaningful input into
skills development concerns and directions.

Where independent organizations are established, roles will vary according to the needs of the skills
development system and the industries acceptance of training and employing skilled workers. Industry
skills advisory arrangements go by different names in different countries and are a value vehicle to
provide advice to government and skills development systems on the skill needs in their industry
sector. The most prevalent name for an industry skills advisory body is “sector skills council”. One of
the underlying objectives of most sector skills councils is to improve the match between the supply of
students/trainees and labour market demand. The structure of the councils can vary across different
sectors, from a formally established independent organization to a secretariat committee of a sector-
wide organization. Sector skills councils are often tripartite organizations, involving employers, unions
and government. Other times they are bipartite, with representation from employers and government,
or multi-stakeholder, with representation from employers, employees, government, training institutions
and sector-related research bodies.
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Sector skills councils perform a variety of essential functions, the majority are involved in:

Analysing labour market information and identifying skill shortages and skill gaps;
Identifying career pathways and qualifications that meet skill needs;
Determining skill standards or learning outcomes for qualifications;

Facilitating partnerships between enterprises and training institutions; and

Providing strategic advice to government.

Sector skills councils have additional functions, but the above are the core functions common to
most countries. Other roles commonly found in these councils include facilitating a two-way dialogue
between industry and government, covering, on the one hand, industry’s current and future skill
development needs, and, on the other hand, promoting the value of skilled workers, on-the-job training,
apprenticeships and lifelong learning to industry.

Importantly, over the long-term, the councils develop expertise in skills development and a depth of
understanding of their sector, and can facilitate and encourage industry feedback that is relevant to
developing quality advice, products and holistic solutions to skill shortages and mismatches.

Sector skills councils help to support the reform of skills development systems by providing a
permanent forum for stakeholder engagement in different industry sectors. Industry advisory
arrangements accommodate many forms of funding arrangements and government intervention. They
can be housed within an existing industry sector organization or independently with their own full and
part-time staff. Some have high levels of government intervention and funding while others have low
government response and low public financing. The preferred model and financing mechanisms can
help to provide a balance between the demands of industry and the long-term goals of government,
with public funding of some kind ensuring that consideration of government skills-development goals
carries some influence.

Industry arrangements are based on:

I Anindustry sector;
I A group of related industry sectors;

I A sector within a region.
These industry arrangements may be:

I Organizationally independent;
I Located within an industry organization; or

I An ongoing working group.

Arrangements can involve high levels of government involvement, in the form of funding and the
provision of an operational framework for skills development, or minimal government participation
and funding with no requirement for formal training.” The role of sector skills councils varies widely
from offering advice on skill needs through to skills development planning, funding, capacity building
and partnership facilitation.

Regional: multi-partite European skills councils

Since 2014, the European Commission has been facilitating the establishment of multi-partite European
skills councils, with two presently established and 14 sector feasibility studies underway. The aim is
for European skills councils to stimulate policy development in participating countries by engaging
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stakeholders from the skills development sector, employment ministries, employment services,
industry organizations, including professional bodies and guilds, training institutions, research centres,
qualifications authorities and public employment services. These meta skills councils facilitate peer
learning workshops, structured study visits and thematic working groups with the aim of developing
and disseminating tools and knowledge products.

An example of a regional skills council is the European Skills Council for Textile Clothing Leather and
Footwear. It is a multipartite organization with representation from industry associations, research
centres, sector skills councils and educational institutions. The European Skills Council is working in
coordination with existing national sector skills councils in Europe on developing sectoral knowledge
through research, monitoring market changes, and fostering technical skills partnerships for knowledge
sharing and the transfer of methodologies and tools in good practices, where relevant in different
countries.

While it is too earlier to determine the advantages and disadvantages of regional sector skills councils,
the anticipated benefits for a single market include identifying labour market needs across national
borders and supporting cross-national sharing of resources and knowledge, which may improve
opportunities for countries’ mutual recognition of migrant worker skills.

Transversal skills councils

Transversal bodies are established to deal with cross-cutting labour market skill needs, such as
managerial skills, and are likely to have representation from multiple stakeholders and multiple industry
sectors. An example of a transversal skills council is the tripartite Innovation and Business Skills Australia,
whose role is to forecast skill demand and identify skill needs in cross-cutting areas of skill needs in
managerial, business administration, information technology, vocational education and training
expertise, and innovation skills. While they function as a sector skills council, the breadth of consultation
and stakeholder representation is much wider and requires input and agreement from all sectors and
occupations involved in the development of standards and learning and assessment resources.

Innovation and Business Skills Australia is structured so that it has several industry committees, such as
information technology, business services and financial services. These industry committees function as
sector bodies to develop sector-specific skill forecasts, competency standards and other sector-based
resources specifically for their industry area. India has a number of transversal skills councils, a green
jobs skills council and a management sector skills council.

The advantage of transversal skills councils is the potential reduction in overheads of running multiple
organizations. Transversal skills councils can identify skill needs for related sectors or sectors that work
in close cooperation or share workers with similar skills, such as in telecommunications, information
technology and electronics. Additionally, transversal skills councils can develop cross-sectoral
development methodologies that can be readily applied in different sectors.

Bipartite sector skills councils

Bipartite sector skills councils operate in the same way as other sector skills councils though have
representatives from two stakeholder groups on their governing councils. India has several bipartite
sector skills councils, which are made up of employers or industry associations and government. The
Construction Skills Development Council of India and the Aerospace and Aviation Sector Skills Council
both have representation from industry and government.

The disadvantage of a bipartite approach is that there are fewer key stakeholders represented, meaning
that information is collected and analysed from only one or two perspectives, which may not resultin a
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thorough understanding of the underlying complexities that impact skill needs. Reduced stakeholder
voice means that stakeholder commitment for different initiatives may not be guaranteed and may, if
not managed well, result in the sector skills council having less impact in its sector.

Industry bodies

Existing industry bodies can provide alternative avenues to access information on labour markets,
build local capacity and provide key stakeholders to develop sectoral approaches. When working with
multiple stakeholders, industry bodies can perform many of the functions of a sector skills council.

Industry associations. Industry associations often supplement industry intelligence on current and
future skill needs collected by sector skills councils with surveys of their membership, which can result
in higher response rates among their membership group. Industry associations, with larger company
members, can form human resource subcommittees to look at current and future skill needs in order to
inform policy development so that it influences skills development policy at the national level. These can
be very effective networks since enterprise representatives who work in human resource development,
or those who have an interest in this area, feel part of the industry associations’ network and are likely
to become involved.

Industry associations can be a useful network to engage medium to large size enterprises and,
depending on the type of association, small businesses as well. Business associations are also effective
networks for working in the informal sector. In Tanzania, for example, the Association of Small Informal
Businesses (VIBINDO) has offices in all regions of the country and represents 40,000 individuals,
comprising producers, vendors and service providers.”! In partnership with the United Nations
Industry Development Organization, VIBINDO has provided training to 500 members in carpentry, food
processing, business leadership and management skills. Similarly, the International Labour Organization
helped to train 30 trainers on the acquisition and management of urban land. VIBINDO is constrained,
however, by lack of funds and cannot provide ongoing training beyond that for business development.

As a network, VIBINDO and other similar organizations can provide valuable information on labour
market needs for small businesses in their networks and, if supported, can offer also training to small
businesses. These networks have detailed knowledge of the needs of members and can tailor training
delivery to suit its members’ time commitments.

India has a large informal sector, representing more than 40% of the workforce, while its informal
economy accounts for approximately 50% of gross national product.”? Street vending is a safety net job
forthe most vulnerable migrant urban workers as it is relatively inexpensive to establish and low skilled.”®
The National Association of Street Vendors in India successfully advocated for a national policy on street
vendors. The national policy identified the need for training to upgrade street vendors’ technical and
business skills and to offer them alternative employment options through the development of new
skills, as a principal objective. The National Association of Street Vendors in India therefore aims to
improve the skills of vendors by providing skills development training in alternative employment.’
The strategy offers an opportunity to forge partnerships between government, non-governmental
organizations, donor organizations and the National Association of Street Vendors in India, as well as
similar associations in other countries, so that they can provide labour market information and training
to marginalized and often difficult-to-reach groups.

Both of these examples suggest that industry associations can offer avenues to work with the informal
sector and larger companies. It is in fact easier to access small business by working through local
membership networks.
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Unions. Unions are another industry body that can provide leadership on skills development for their
sector. The Self-Employed Women'’s Association (SEWA) is a trade union that has been in operation
since 1972 and delivers training and literacy skills for its members; it also undertakes research on the
needs of the informal sector with a particular emphasis on women. SEWA has a training academy
where it conducts training for members and covers areas such as beauty care training, ready-made
garments training, computer usage and radio training. SEWA identified that 90% of women working
in the construction industry were in the informal sector and hired as day labour on poor rates of pay,
and unsafe and vulnerable irregular work.”> The SEWA Karmika training centre provides three-month
masonry training for women with placement in private construction firms at the end of the training.

The training content is based on national occupational standards developed by the Construction Skills
Development Council of India and is competency-based leading to a national certificate. Following
the completion of training, 40% of the women received an extra 21 to 30 days of work. Furthermore,
80% of trained women reported higher incomes after training, with 42% reporting that their daily
wages increased by 20% to 50% while an additional 13% reported gains of over 50%.”® More women
were employed as skilled workers, reporting better and more flexible skills. This example highlights
how working with employee associations can help to identify existing vulnerable workers, improve
their livelihoods and move them into formal, more secure employment. These women were both
highly marginalized as unskilled migrant workers with little to no formal education and working
in non-traditional trade areas. Since SEWA provides inclusive training, based on industry developed
occupational standards, and collaborates with large private construction companies, these women can
access formal employment. In this example, as a union, SEWA has in-depth understanding of workers’
conditions in an industry sector that overlaps with a segment of the informal sector. Its thorough
understanding of the skill needs and disadvantage of existing workers helped to determine the training
model and the use of a formal TVET pathway for women'’s training. Because of its detailed knowledge of
the women, the union was able to develop realistic key success indicators that reflect the target group’s
objectives of improved income and more secure work opportunities.

Governance

Regardless of what model of industry advisory arrangements is in place when government and industry
rely on advice to decide where to target resources, governance is an important consideration. The
formation of new types of relationships through collaboration with different stakeholders—such as
unions, professional bodies, employer groups, training organizations and government—means that
there is the potential for conflict of interest and that the integrity of sector skills councils in supporting
their industry sectors must be strong. Strong, transparent governance is necessary in order for sector
skills councils, which receive public funding, to provide services and information on behalf of their
industry sector. But transparency is also crucial for these councils because they have mixed sources of
income and the advice they provide to government has resource implications. Sector skills councils are
structured formal organizations that work best over the long term, rather than in short-term operations
responding to a specific issue. They normally have permanent structures and are constituted legally in
different forms—some register as for-profit, others as not-for-profit organizaitons, and some may come
under the existing legal framework of an industry body.

Thereiscommon agreement that clear multi-level governance arrangements lead to better coordination,
dialogue and active strategies, which work to enhance the relevance of skills development systems,
which, at the sector level, applies to sector skills councils.”””8 The role of the chairperson, the governing
council and other working groups needs to be clearly identified. The development of formal industry
skills advisory arrangements is a direct response to stakeholder engagement and demand for clear roles
and responsibility in partnership cooperation to ensure a demand-led system.
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Sector skills councils normally have a governing council made up of senior representatives of the
industry sector, while internal subsector advisory committees and working groups usually form around
different subsectors or cross-cutting issues (see figure 13). The responsibility of the governing council
is to set the strategic direction of sector skills councils, provide leadership on skills development issues,
initiate skills development strategies and supervise the management of these strategies. Usually, all
governing council positions are honorary. Governing council representatives should reflect a balance
between the various stakeholders within the industry to ensure the sector skills council is a neutral and
representative voice of the sector.

Figure 13. Example of a possible sector skills council structure

Sector skills council Internal sub-sector Working groups
external relationships advisory committees

Sector skills Competency standards
council board and assessment i

Career guidance

Sub-sector and qualifications

Competency standards
and assessment, etc. 4

Sub-sector

Pathways, gender,

Cross-cutting access

Getting senior representatives from industry to participate in governing councils helps to raise the sector
skills council’s profile within the sector and provides industry champions who can talk to their industry
sector about the value and importance of participating in skills development. Executive committees or
working groups usually have members from the governing council as well as others from the subsector
or specialists on cross-cutting issues. The executive committee’s or working group’s role is to ensure
the quality of consultations and to suggest individuals and organizations with specific knowledge
to participate and explore issues such as equity and access. The permanent secretariat supports the
governing council by recording minutes of meetings and agreements, assisting with activities of the
executive committees or working groups, monitoring organizational performance, disseminating
information to stakeholders, ensuring the quality of information collected and analysed, and ensuring
the relevancy and quality of final products.

Beyond legal governance structures, sector skills councils function to collect, collate and analyse
information from a wide representative group in their industry sector and recommend actions. Good
governance results in structures and processes that work to instil trust among sectoral stakeholders
in the advice and activities undertaken by the council. Building trust requires a council to maintain a
balance between what experts within the council think and what the sector consultations are finding.
For good governance purposes and to build trust, sector consultations need to be undertaken in a
systematic manner with all feedback recorded, with results and actions documented against the
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comments. The breadth of consultations should reflect the composition of the industry sector and
its subsectors. When planning consultations, it is crucial to consider the size of companies within
the industry sector and determine which of them provides the greatest employment opportunities.
Different stakeholders within the industry sector want their positions and recommendations to be
influential. A sector skills council needs to document how decisions are formed when choosing which
groups to consult, the reasons for the demographic representation in the consultations and the basis
for the final outcomes (priorities for skills development, skill shortages and priority subsectors, for
example). These decisions should be based on evidence of the demographic make up of the industry
sector. Documenting the consultation process, the people and organizations consulted, the feedback
collected during the consultations and how the feedback is incorporated, or not, into the final product
is necessary for transparency and building trust.

Sector skills councils should be established only in sectors where there is a clear need for such
organizations. Determining the scope or representation of any particular industry sector is an important
exercise in order to determine the best logical fit of subsectors and their skilled workers to an overall
industry sector. The information technology sector offers an example of how the scope of an industry
sector is defined and can influence information collected about skills demand. Using a definition of
the information technology sector as comprising companies whose core business is information
technology; IT vendor companies; development and research organizations; programming; computer
consultancies, and computer facilities management. The number of skilled workers required in
programming, computer facilities management and maintenance could be determined based on IT
company needs.

However, in this example, if sector skilled IT workers are included from other industry sectors, the
number of skilled labour is much higher than if the industry sector is defined as only those companies
whose core business is information technology. The programming, computer consultancies and
computer facilities management skills are the same, but the core business of the companies employing
or contracting these skilled individuals is in different sectors. How an industry sector is defined can have
an impact on the information collected and the current and future skills identified for the industry. In
the case above, the demand for skilled workers may be significantly lower if the industry is defined as
those businesses whose core business is information technology.

Sector skills councils require transparent processes that ensure the councils are a neutral and
representative voice of their industries. The roles of the chairperson, governing council and other
working groups need to be clearly defined. Involving senior industry representatives helps to give
skills development a profile in the industry sector. Determining the scope, or coverage, of a sector
skills council reduces the possibility of overlap and duplication and ensures an industry sector is fully
represented and that the governing council reflects the composition of the industry. Determining
the scope of sector skills councils also allows the government to rationalize the number of councils in
operation. In order to ensure the leadership role of councils in skills development within their sector,
they must build trust and maintain a balance between the various stakeholders.

2.3. Skills standards development

The quality of skill standards depends on how successful development processes are in engaging
industry in an informed discussion on technical content. The clearer the aim of the consultations and
the purpose of the skill standards, the better prepared industry will be to supply the right information.
ttt
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Approaches and methodologies

The development of skill standards relies heavily on high-quality input from industry practitioners to
identify the skills, knowledge and the performance benchmarks required for each set of skill standards.
The concept of ‘skill standards’ and their use is complex. For individuals working within enterprises
outside the skills development sector, the idea of skills development can be abstract and difficult to
understand. Achieving industry collaboration involves forming a robust partnership with the industry
so that companies within the sector want to participate.

To encouarge industry participation, the first stage of any skill standards development process must
involve awareness-raising on the rationale for establishing skill standards with industry. The advocacy
should target as wide a group as possible, making industry associations, professional bodies and unions
essential networks to draw on. Once the sector has an appreciation of the value and purpose of skill
standards, it is more likely to commit time and resources to their development. The next step is to
conduct workshops for industry to gather feedback on the areas that require skill standards, the content
of the standards and the assessment benchmarks. Sometimes it may also be necessary to interview
individual experts. For each of these activities, it is important to conduct awareness-raising on the value
of skills, the use of the skill standards, and how the skill standards improve the relevancy of graduates
skills for employers.

’

Often, to save time and money, these two steps are overlooked, resulting in an industry that does not
understand the purpose or value of the skill standards and does not engage in these new reforms. As a
result, the content of the standards may not meet current workplace practices and therefore defeats the
purpose of developing the skill standards. It is essential to involve industry early and comprehensively
in the development of skill standards, working through industry bodies and individual enterprises.

Using formalized methodologies helps to ensure that the standards produced are quality products
and that all stakeholders have trust in the consultation process. Developing quality skills standards
requires planning to identify the composition of the sectors, the key organizations and other interested
parties within those sectors, and where current and future employment exists or is expected to grow.
Formalized methodologies ensure that the best information is gathered consistently. Knowing the type
of questions to ask is critical for collecting quality information. Having a series of questions that elicit the
information required for each component of the skill standards ensures that the standards are of high
quality. Skill standards usually form the basis of assessments, an issue that should be raised during the
consultation process to ensure that the standards are measurable.

Spending time explaining the use and value of the standards to industry associations, professional
bodies and unions initially will help the standards developer gain access to the membership of these
organizations. Preparing information to be sent out through the industry body networks will also
require some brief information on the value and purpose of the standards.

The validation and feedback stages in the development process are also an opportunity to raise
awareness of the value and use of skill standards. Once a draft of the skill standards is finalized, getting
quality feedback requires planning. Requesting feedback without providing guidance on what to look
for will result in low quality or no feedback. Designing guidance information, including questions to
think about while reviewing the draft standards, will improve the quality of feedback.

Using more than one development methodology will also improve the quality of the skill standards as
it helps to improve the validity of the information and ensure the full dimensions of the skill standard
are covered. Skill standards should address current and future skill needs, an exercise that will require
input from industry bodies and enterprises. Addressing future skill needs is important for two reasons:
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one, providing graduates with skills that will remain relevant in the labour market; and two, ensuring
adequate time in developing skill standards, curriculum and assessment before implementation occurs.
More information on developing skills standards is contained in the tool for writing skills standards.

SriLanka: identifying niche skills

This example explores how a nodal company can support the development of national skills standards
that benefit a group of connected industry sectors while supporting the government training reform
agenda.

The Colombo Dockyards PLC is the leading ship repair, shipbuilding, heavy engineering and offshore
engineer facility in Sri Lankan. The company relies on a number of specialist skills in its shipbuilding,
repair and heavy engineering work. Its facilities are state-of-the-art and its workshops are equipped
with the latest technology. The company requested the central skills development body, known as the
Tertiary Vocational Education Council (TVEC), to develop national competency standards in a number
of occupations. This led to a partnership between TVEC and Colombo Dockyards, with the company
sponsoring the development of national competency standards for marine electricians and shipyard
supervisors so that workers could qualify for national vocational qualifications.

Some of the national competency standards are in a number of areas, not specific to shipbuilding,
but related to other fields, including construction and heavy engineering, and were developed in
collaboration with TVEC and the National Apprentice and Industrial Training Authority (NAITA). The
funding has enabled the standards to be developed, drawing on expertise within the company and
experts from other businesses. The development process was managed by NAITA, which has the
competency standards development expertise.

The benefits of this approach meant that NAITA, which has extensive expertise in developing
competency standards, was able to pair with the specialist expertise in the Colombo Dockyards. It is
often difficult to pull workers out of the production process to participate in competency standards
development as it can slow work down or require adaptations to the work process. However, given that
the company was prioritizing the project, the workplace was able to accommodate these requirements.
Colombo Dockyards' high profile and involvement in providing specialist training in its sector meant it
was able to encourage other companies to participate in the development of competency standards,
ensuring the standards are relevant to a number of sectors.

International skill standards

International skill or competency standards exist in different sectors such as the project management
sector, paramedics and information technology. Some of these standards are developed by professional
associationsin order to establish uniform standards of practice and to determine membership categories,
for example, the project management body of knowledge. In other cases, competency standards are
drawn up by organizations broadening their product and membership base. There has been a move
more recently within the formal TVET sector to establish regional benchmarks (or international skills
standards) to formally recognize skilled workers and to facilitate their ease of movement from one
country to another. International skills standards can provide a benchmark for training content across
countries and for assessment purposes; recruiters can use them to determine if migrant workers have
required skills or to inform local employment agencies of the skills needed in different countries.

ILO regional model competency standards

In 2006, ILO developed its “Guidelines for Development of Regional Model Competency Standards’, ”°
which provided information on the structure and format of competency standards and information on
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development methodologies. The regional model competency standards were an attempt to harmonize
occupational definitions, regional qualifications and terminology used. Terms like ‘basic’ or ‘advanced’
were widely used with no consistent meaning, creating additional confusion for stakeholders. The ILO
work resulted in several regional model competency standards in a range of sectors, including tourism,
construction, domestic work, welding services, aquaculture/agriculture, mechanical services and
garments.

In the greater Mekong sub-region, the standards are used as a benchmarking tool for mapping national
qualifications. They also provide a framework and methodology for the development of national
competency standards and for assessment tool development. These standards were developed very
early in the training reform processes that were underway in each country. The identified methodologies
and the competency standard format are valuable resources that establish a common quality baseline
for the region.

ASEAN common competency standards for tourism professionals

The ASEAN common competency standards for tourism professionals evolved in 2012 as a response to
the implementation of the ASEAN economic community, a regional economic integration agreement,
whose aim was to increase the flow of skilled workers throughout the region by 2015. One of its features
is the mutual recognition of professional qualifications within the community, designed to enable
mobility for employment of skilled tourism labour between each Member State.

The primary aim has been to develop minimum common competency standards that are acceptable
to Member States. The project grew out of ILO work completed in 2007 and was followed up by a
complimentary project funded through the Australian-ASEAN Development Cooperation Programme
and managed by the University of Queensland. The development process involved multisectoral
representation of technical reference groups, of which 10 existed in each country, supporting the
research and development process. Through the process, the competency standards have been
clustered into three different categories: (a) core or commonly used in each Member State; (b) generic;
and (c) functional. Competency standards are available for hotels, food preparation, travel and tourism.

Source: IL&FS
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The technical reference groups were tripartite in character with strong industry representation and acted
as communication points and coordinators for each Member State. The groups collected, collated and
reported information on job titles and task descriptions used in their countries. They were also involved
in the review and validation of drafts and in providing advice on the mutual recognition agreement
for the sector. The project also provided awareness-raising activities to ensure a shared understanding
among the technical reference groups on competency standards, including the terms used and the
different components.

Once the common competency standards were developed and clustered, a framework was designed
and an awareness programme implemented in each country to explain the framework so that training
institutions could adopt the international standards. The framework has the flexibility for countries
to add additional competencies that might be necessary for local conditions. It has led to a mutual
recognition agreement between Member States that covers the common competency standards for
tourism professionals, the assessment of the competency standards, the ASEAN Tourism Qualification
Equivalency Matrix, the Tourism Professional Certification Board, and the recognition process for tourism
professional qualifications.

In this example, the project was designed to improve the flow of skilled workers throughout the region
and the mutual recognition of professional qualifications. This was achieved through a development
process with technical reference committees in each country. The technical reference committees
had strong industry representation and were tripartite in character. Awareness-raising activities
were undertaken with the technical reference committees to ensure a shared understanding of what
competency standards are, what different terms meant and the purpose of the different component of
the competency standards. A common group of competency standards (skills) were identified across
all countries and became the core skills for a common qualification, which then allowed countries to
add competency standards relevant to their country in order to complete the qualification. Finally,
an awareness-raising programme was implemented in each country to ensure training providers,
employers and students knew about the new regional qualification.

2.4. Curricula content development

Sectoral approaches to identifying curriculum content

The process of curriculum development varies according to the methodologies employed. However,
there is universal agreement that involving industry in the development process helps to ensure that
the content meets current industry practices or is adapted to meet local enterprise needs. Employer
involvement in the development process often takes the form of curriculum committees that review
the content of proposed curricula. Whatever approaches are utilized to engage employers in the
development process, they require flexibility to suit the competing time demands that employers face
in completing their own work while contributing meaningfully to developing the curriculum. Explaining
the process from the outset and getting the early involvement of employers both help to ensure the
engagement will be successful and facilitate the collection of relevant information. The following
examples start with an approach that guarantees the continuous updating of current formal TVET
curricula to reflect new innovations; the second looks at a regional curriculum development approach;
while the third outlines an approach to developing structured in-house training.

Australian Sheep Industry Cooperative Research Centre: building in innovation

The project work involved updating a curriculum to incorporate new practices, technology and
innovation as important aspects of maintaining relevant learning outcomes for graduates and
employers. However, updating a curriculum is often left until the review of the entire curriculum occurs,
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sometimes three to five years after the release date. The following example explains how, by working in
close proximity with a research centre, a curriculum development unit was able to add newly developed
innovations into the curriculum immediately so that formal qualifications were kept up to date with
evolving industry needs. Furthermore, the TVET provider was able to provide the university cooperative
research centre with skills in developing curricula and learning resources that the centre did not have,
resulting in more effective, efficient training for farmers and their workers.

The skills development needs of the agricultural sector of are often overlooked, yet as a sector there
are many pressures both environmental and economic that create a high demand for new skills. Often,
skills transfer related to innovations and methods of production are delivered through extension
programmes run by agricultural departments, non-governmental organizations, agricultural vendors or
research centres. This approach to skills transfer targets existing workers, farmers and small plot holders
but does not often extend to changes in formal skills development curricula. This example shows how
one sector created a partnership that resulted in effective training becoming available in a formal or
informal setting.

Cooperative research centres are nationally supported public-private scientific research centres offering
scholarships to Master’s and PhD students. The Australian Sheep Industry Cooperative Research
Centre collaborates with 40 major stakeholders covering the complete supply chain, including various
university research centres, farmers, meat producers, retailers and departments of agriculture. The
centre promotes collaborative research aimed at ensuring that Australia’s sheep industry is profitable
and sustainable.

The centre’s funding requirements are tied to the successful take-up of new technology and research
outcomes in the sector, placing a priority on implementation of technology. Likewise, the Technical
and Further Education (TAFE) Institute is judged on its ability to deliver industry relevant current and
future skills and form meaningful partnerships with industry. In this example, a staff member from the
Primary Industries Curriculum Centre of TAFE New South Wales was assigned to the Australian Sheep
Industry Cooperative Research Centre. Because the centre was university-focused, it did not have a
strong appreciation of the technical vocational education and training sector but could nevertheless
see the potential benefits.

The partnership initiative had benefits to all involved. The centre developed expertise in developing
curricula, learning resources and training implementation which it previously did not have. It had
primarily used extension programmes to communicate its outcomes and to disseminate information
on research outcomes through preparing one-off events and distributing information at field days. The
TAFE curriculum specialist developed training courses that incorporated skills in new technologies as
they were developed, enabling consistent skills transfer within the industry, which benefitted workers
and farm owners. Additionally, the training resources met Australian National Training Framework
requirements so that the resources were added immediately to national curricula around the country.
The centre’s diverse stakeholders deliver informal and formal training programmes, including to: skills
development training centres, departments of agriculture, agricultural extension agents, and others
working within the sector. Rather than taking the centre’s traditional approach of providing information
on new technology to these stakeholders, the formalized training approach and learning materials were
used by all interested parties and led to an increased uptake of new technologies.

The TVET curriculum specialists viewed their role as translating the findings of the research for trainers
so that they could deliver industry-relevant training courses. One of the beneficial outcomes of this
initiative has been to raise the profile of TAFE New South Wales and improve the perceived value of
TVET within the industry by providing them with crucial skills relatively quickly. The partnership ensures
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that innovations are readily incorporated into institutional training in a short time, while other forms of
informal training have access to high quality learning resources, leading to greater application of new
technologies in the workplace.

Common ASEAN tourism curriculum: regional recognition

The following exemplar was designed to facilitate mutual recognition of tourism professionals in the
ASEAN region and to stimulate the flow of skilled workers through the development of flexible common
curricula.

The common ASEAN tourism curriculum is the common curriculum for ASEAN tourism professionals
as agreed by its Member States’ tourism ministers. The curriculum is mapped to the ASEAN regional
qualifications framework and skills recognition system. It is based on the formally agreed ASEAN
common competency standards for tourism professionals and, similar to the competency standards,
covers six streams—front office, housekeeping, food production, food and beverage service, travel
agencies and tour operations—and 52 qualifications. The curriculum is competency-based in delivery
and assessment, ensuring consistency of graduate outcomes across the ASEAN region. The curriculum
provides a modelfor delivery thatincorporates learning strategies and learning materials. The curriculum
ranges from certificate level Il to advance diploma on the ASEAN regional qualifications framework.

The structure of the curriculum is flexible in that training providers and employers can choose which
competency standards will form the qualification based on the packaging guidelines at each qualification
level. Additionally, the structure of the qualifications means students can progress to higher levels of
qualifications or move between the different streams.

The curriculum development was undertaken by a training institution highly regarded by the industry
regionally. Workshops were held in Member States to develop the curriculum, learning resources and
assessment materials. Both a train-the-trainer programme and an assessor-training programme were
prepared, which sought to make 20 to 30 individuals master trainers or master assessors in each Member
State. The initiative was designed to address the lack of common curricula, facilitate mutual recognition
of tourism professionals in the ASEAN region, and stimulate the flow of skilled workers in the region.

The approach offers a flexible curriculum that includes a common core, which, while the same for all
countries, provides flexibility in its elective streams to ensure the curriculum is relevant nationally. The
curriculum development approach involved industry and training representatives from each country,
and provided training to a sizeable number of master trainers in each country to ensure consistent
rollout and understanding of the curriculum and assessment processes.

Singapore: employer-modelled approach

While not necessarily a sectoral model, the Singaporean example provides an innovative approach
to structured in-house training. There are a few examples of the employer-modelled approach, which
has operated in Singapore since 1993.% The model is a government-led initiative, which facilitates best
practice by creating a plan or blueprint for skills development practice and is developed within leading
companies. The blueprint forms the basis of structured on-the-job training documents that incorporate
standards of performance for a range of job functions. The government then develops good practice
blueprints based on examples from these leading companies. The aim is to improve the quality of
on-the-job training across a range of businesses by providing best practice models that other firms
can learn from or implement within their enterprises. The primarily aim is for businesses to recognize
the wider national importance of skills as a source of national competitive advantage, and to develop
excellence in on-the-job training:
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Within this system, employers play three key roles: (1) as a leading company providing best
practices for other employers; (2) learning from best practices so that their own company
can utilise training resources more effectively—like those who provide the Blueprints; (3)
supporting the system by contributing towards the Skill Development Fund levy.?'

This type of approach could be readily adapted for sectoral or value chain skills development initiatives.
This model needs a central coordinating body to collect and adapt the learning materials. The
government also provides a number of financial incentives for companies to train their workers so that
‘good practice’ companies are more likely to share information on their internal training approaches.
To reduce resistance and withholding of information that may be seen as a company’s competitive
advantage, customizing information and targetting learning resources at industry sectors, which are
not in competition with leading companies, is important.

2.5. Assessment and recognition of prior learning

Sectoral approaches to assessment and recognition of prior learning

Sectoral approaches to competency-based assessments vary according to the needs of the particular
industry sector. For example, in some subsectors of the health-care sector in Australia, the final
assessment must occur on-the-job while other health-care subsectors require a mix of on and off-the-job
assessments. In occupations that include a license requirement from an authority, strict requirements
surround the assessment, which usually entails operating equipment while being observed by a licensed
practitioner. In some industries, the sector is willing to fund the assessment function and maintain
management of the assessment process, while other industries wish the management of assessments
to be undertaken on their behalf. Often, industry is closely involved in assessments when there is a need
to skill up existing workers for quality improvement purposes or when it seeks to boost the quality and
consistency of assessment decisions.

The three following examples illustrate different sectoral approaches to assessment. The first example in
table 1 involves a group of industry associations of small businesses working with a training provider to
assess apprentices. The second sectoral approach for the assessment of apprenticeships was designed
and managed by a sector skills council (an industry training organization) for an on-the-job learning
environment. The third example explores a recognition-of-prior-learning approach developed by a
large company for new and existing workers.

Table 1. Beauticians and hairdressers trade associations in Ghana

Beauticians and hairdressers tend to be small businesses that operate in diverse locations across
Ghana. As part of efforts to revamp the sector’s image and improve the quality and consistency
of services offered by members of three industry associations, a sector-wide approach to the
assessment of apprentices was established. As part of the service for existing members, bridging
courses were developed to offer members a means of gaining a formal qualification. Working in
cooperation with the National Vocational Training Institute, the three associations were able to
align training content and assessment benchmarks to industry needs.
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The following example is based primarily on ILO case studies of skills assessments conducted by
small industry and community organizations.®? In Ghana, there are three trade associations for
hairdressers and beauty:

I Ghana Hairdressers and Beauticians Association (GHABA);
I National Association of Beauticians and Hairdressers (NABH); and

I Professional Cosmetologist and Beauty Therapists Association of Ghana (P-CABAG).

These associations have branches in all provinces and regularly conduct skills testing. In 2001,
GHABA began skills testing for apprenticeships in one province and, in 2007, partnered with the
National Vocational Training Institute to provide national skills testing for all their apprenticeships.
GHABA and NABH graduated 3,000 apprentices and prepared 1,500 apprentices for trade testing
through bridging courses and pretesting for the National Vocational Training Institute.®® One
of the early motivators for the associations’ becoming involved in improving skills was the
increased awareness of HIV/AIDS, hygiene requirements and customers’ demand for quality
services. Through training in the United Kingdom, contact with similar associations overseas and
participation in international trade competitions, the associations identified skills testing as a
suitable approach to improving the quality of services and providing a competitive edge for their
members. Only members can register their apprentices for assessment.

The assessment criteria used for skills testing is identified by local committees and submitted to
the national association’s working group, which reviews the proposed criteria and decides on
the final assessment standards. The criteria cover both theoretical and manual skills. Skills testing
is conducted on the same day in all provinces across the country. Bridging courses are offered
by two of the associations, with the curriculum provided by the National Vocational Training
Institute. The National Association of Beauticians and Hairdressers awards diplomas to members
in partnership with the institute.

NABH runs bridging courses for existing members to upgrade their knowledge so that they
can train their apprentices in current workplace practices and ethics of the profession.®* There
is an established partnership between the National Vocational Training Institute and all the
associations. The institute provides certified assessors while the associations contribute to the
development of competency-based training in their trade areas. The associations are more
recently working with an international examination board for the introduction of internationally
recognized diplomas.

At first, the master craftswomen resisted the idea of skills testing since they felt it could undermine
their authority with apprentices. In response, the associations invited the craftswomen to enroll
in bridging courses and undertake skills testing. Students bear the cost charged for skills testing,
and there is a greater emphasis on higher levels of schooling as an entry requirement, which can
adversely influence the choice that poorer socially disadvantaged groups make about entering
the profession. This entry requirement is of particular concern because female apprentices are
much more dependent on family for start-up funds than male apprentices, meaning that limited
family funds may have to go towards apprenticeship fees rather than establishing a micro-
business. Additionally, 57% of hairdressers have not completed their basic education, compared
to 18% of dressmakers.® This situation strongly suggests that lower socioeconomic groups may
require prevocational courses in literacy, numeracy and core competencies if they are to gain
entry to this occupation.
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The assessment criteria of this approach was developed by members of the industry associations who
were practitioners working with and using the skills that formed the assessment benchmarks. Bridging
courses were developed that allowed existing skilled workers to develop contemporary skills and gain
a formal qualification. Offering bridging courses to existing workers has helped to reduce resistance
since their own skills and expertise would be recognized. The emphasis on higher levels of schooling
and increased fees could reduce the entry of marginalized groups into the sector. But the identification
of entry requirements means policymakers can design incentives for employers to take on marginalized
groups or develop prevocational training programmes to prepare early school leavers and other
marginalized groups for entry into the sector.

On-the-job assessment for carpentry apprenticeships: New Zealand Building and Construction Industry
Training Organisation

The formal assessment system in this example in table 2 was reviewed and redesigned after a formal
review of the effectiveness of the assessment outcomes. The emphasis of the assessment system shifted
from a strict adherence to the assessment tools to using the professional judgment of employers,
assessors and workers.

Table 2. New Zealand building and construction approach to assessment

The Building and Construction Industry Training Organisation (BCITO) is a New Zealand sector
skills council and the largest organizer of construction trade apprenticeships in the country.
The organization not only promotes apprenticeships but also provides training opportunities
for supervisors and managers who want to skill up or have their experience recognized.® They
offer three levels of qualifications; (a) a national certificate in construction trades—supervisor;
(b) a national certificate in construction trades—main contract supervision; and (c) diplomas
in construction quantity surveying or construction management. The organization provides
employer development grants of up to NZ$3000 to employers of a current BCITO apprentice
so that the individual can undertake further study to develop its business. The grants act as an
incentive for employers to take on apprentices.

In 2010, the organization redesigned its assessment system to bring the assessment process in
line with the on-the-job learning environment and, in that spirit, developed assessment teams
of assessors, carpentry apprentices, moderators and employers. The development of a new
assessment system became necessary owing to problems with the rigid approach that assessors
were applying. The rigid approach meant that sometimes the correct answer was overlooked, as
it did not comply with the guidance answers in the assessment sheets.®” The assessors’ rigidity
meant that the assessment failed to determine what apprentices actually knew and did not
cover the intent of the skill standards. The assessment sheets were originally designed to support
consistency of assessment; instead, there was a lack of alignment between the skill standards,
the learning environment and the assessment judgment.

As part of changes to the process, responsibility for the assessment of the theoretical aspects of
the apprenticeship was taken from employers and given to BCITO-employed trained assessors.
Employers now have responsibility for evaluating the evidence, while the apprentice’s role
is to collect it. The assessment teams comprise the employer who trains the apprentice and
evaluates the evidence, the training advisor/assessor (a worker in industry), the moderator and
the apprentice. Significantly, the assessment teams have the key purpose of promoting learning
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through assessment, and everyone involved in the assessment team is viewed as a learner.®®
The assessment process places the apprentice at the centre of the assessment activity, with the
training advisor/assessor undertaking the summative assessment and the employer providing
formative assessment feedback and evaluating the evidence presented by the apprentice. The
moderator offers advice on questioning, preparing the assessment and techniques to improve
the validity of questions. With the introduction of the new system, moderators now work to
examine the assessment practice as well as the outcome. Moderators may attend the assessment
at the same time as the training advisor/assessor attends the workplace.

The organization runs national moderation workshops where assessors meet and discuss the
assessment process and determine what constitutes sufficient evidence before formal assessment
takes place. During country-wide moderation workshops, the organization brings together
training advisers/assessors and moderators for professional development opportunities.

Before changing the assessment model, the organization surveyed employers asking if they
supported the idea of changing the assessment approach: 80% agreed. Two years later, responses
to a BCITO survey indicated that 80% of employers were satisfied with the assessment process,
90% were pleased with the books and materials, and 80% were satisfied with the support
provided.® Part of the success of this approach is the professional development of assessors and
the design of a process that allows for greater flexibility in gathering and considering evidence,
while creating an environment where assessment is directly linked to everyday work practices.

Theredesign of the assessment system was based on evidence from the review. The new approach works
well, especially since the project, having considered the dynamics operating during the assessment
process, found that the way in which assessors were working had an adverse impact on the assessment
and adjusted for it. The assessments rely on the evidence of work produced in the workplace and the
employer’s assessment of that work, while ensuring a consistent approach through the presence of the
trained assessor and the moderator who ensure all evidence requirements are met. The approach allows
for flexibility so that the apprentice can take an innovative but successful approach to accomplishing
the work and be recognized for it. Or he may be asked to explain the process of solving an unexpected
problem, which can reveal a higher level of understanding than that which can be assessed following
a rigid approach. The approach might at first glance appear resource intensive; however, in many
situations, assessments occur outside normal working hours and involve an assessor, trainer and
moderator or validator to assure the evidence is adequate and consistent with national standards. This
approach allows for flexibility within the assessment parameters identified nationally and is based on
good international practice.

SriLankan Dockyards’ recognition of prior learning project

‘Recognition of prior learning'is a process of assessment that involves assessing an individual’s prior work
experience and learning (including formal, informal and non-formal learning). The actual assessment
process unfolds in the same way as any competency or standards-based assessment. However, it is
combined with information or a support process to assist the individual, helping to collect suitable
evidence for the assessor to make a judgment on the person’s competence. Recognition of prior learning
is sometimes called ‘recognition of current competence’ The example in table 3 details how a company
worked with the government authority and a consultant to implement and overcome resistance to a
new recognition system.
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Table 3. Recognition of prior learning

Colombo Dockyards is a leading large manufacturing company in Sri Lanka. As part of an
ongoing improvement process, the company introduced a recognition of prior learning (RPL)
process, with agreement from the National Apprentice and Industrial Training Authority, for all
new and existing workers. Initially, the programme was for new workers. However, current and
more senior workers felt that the new workers were receiving special treatment and the older
workers originally resisted involvement Opening up the recognition-of-prior-learning process to
existing and senior workers ultimately helped to reduce resistance to the programme. Existing
workers developed the motivation to participate as supervisors by providing work reports on
their co-workers, and the workers use them as part of their portfolio of evidence for assessment
in the programme.

Skills assessment is undertaken on-the-job with apprentices and existing employees collecting a
portfolio of evidence, such as supervisor reports or by using mobile phones to video themselves
undertaking tasks, while demonstrating their skills in their day-to-day workplace activities. At
the completion of the recognition-of-prior-learning process, workers are either provided with
additional training or awarded a national vocational qualification, either as a welder, fabricator,
fitter or machinist. By the end of 2013, 86% of permanent employees had applied to undertake the
process and obtained a national vocational qualification; 97% had earned a national vocational
qualification either through a recognition-of-prior-learning process or a combined RPL-bridging
course. Trained in-house assessors conduct the assessments. The company established the
programme working with an external consultant who developed both the recognition-of-prior-
learning process and the assessment resources in consultation with technical experts. It also
developed the bridging programmes and facilitated the identification of national competency
standards on which the assessments are based.

The company established the recognition-of-prior-learning process as part of a quality
improvement process and in the context of the implementation of an organizational wide health,
environment and safety standard. Colombo Dockyard also hoped to create an enabling culture
that would engender a committed, motivated team dedicated to achieving the company’s goals
and objectives. The company believes that through the skills development initiative it was able
to improve workers’ ability to build better and more complex vessels and meet emerging needs
of the market.*

Similar to the Ghanaian example, the Colombo Dockyards extended its programme to offer existing
workers recognition and a pathway to formal qualifications that would ensure their cooperation in
implementing the recognition-of-prior-learning process. The approach involved the central TVET
authority responsible for recognition of prior learning and apprentices to ensure that the process
resulted in formal recognition for workers. The use of an independent outside consultant meant that
the process only assessed the skills necessary to perform the particular jobs and not any additional
skills. The use of an outside person can reduce any tendency to build in gatekeeping or additional
unnecessary protectionist skills.
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2.6. Industry clusters and skills development

The concept of developing sectoral approaches to skills development is something that many countries
have adopted or are in the process of adopting. A cluster-based approach to development and pro-poor
growth has received keen attention since the mid-1990s, and interest in the role of skills development in
cluster development has continued to grow. Industry clusters are often defined as a group of interrelated
companies and their suppliers working in a defined geographical area and sharing a common market,
similar technologies, pools of workers, expertise and ideas. It is the exchange of expertise and the
sharing of pools of workers and the use of similar technologies that provide an opportunity for skills
development specialists to work with members of industry clusters.

While larger companies are often able to offer training to staff or hire skilled workers, it is not often
the case with small and medium enterprises. Working with industry clusters can provide a framework
that offers customized skills development to companies operating within the cluster, including smaller
businesses and nodal companies. Facilitating skills development activities within industry clusters can
help to stimulate innovation and improve productivity if combined with other interventions such as
technology improvements.”!

New York garment cluster

The New York garment cluster is an example of how skills development strategies can be combined with
larger sectoral programmes to strengthen a declining industry sector in the face of global competition.
This tripartite partnership drew on the expertise and knowledge of employer associations, unions and
local government. The local government’s main contribution was the funding of several initiatives.
The industry association’s primary function was to act as a point of contact connecting with firms and
providing information on their particular needs. The union, for its part, identified the skill needs of
existing workers and of those who were about to become redundant and required retraining.

Tripartite representation gave the Garment Industry Development Corporation’s (GIDC) a thorough
understanding of the sector’s problems. These included: attitudinal barriers to change, technology
deficiencies, production process inefficiencies and human resource management issues. As is often the
case, it was not a simple issue of not enough skilled workers. GIDC focused on the supply side (training,
labour supply and recruitment practices available for people entering or in companies within the sector)
and the demand side (work processes, technology and competitiveness of firms).

The corporation’s role in revitalizing the New York garment industry is a well-known example of a cluster
approach that builds on a combination of sector development and skills development strategies. The
industry was a declining sector under intense international competition. The GIDC took a multifaceted
approach to working with the sector, which has resulted in viable new niche markets and cost-efficient
production processes. Conclusions from a New York cluster case study found that it was not enough to
train workers for manufacturing jobs, since the sector itself needed retooling as much as the workers
needed retraining.”

GIDC-identified training programmes covered training for employers, existing workers, displaced
workers and those seeking entry into the industry sector. Courses targeted employees and owners
and changed depending on the needs of the employers and workers. The corporation also established
JobNet, a centralized job referral system for enterprises to locate employees with the production skills
that employers required. People registered with JobNet include recently displaced workers and new
graduates from training programmes. The corporation established a close working relationship with
the main fashion training provider in New York City, the Fashion Institute of Technology, using their
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training facilities at night to run programmes and drawing on teaching staff as trainers. This partnership
complimented the work of both organizations.

GIDC worked with one company at a time and was able to demonstrate significant bottom-line success
to other businesses in the sector, as related in the following study:

GIDC seeks to create systemic change in a variety of ways. By linking firms to new markets,
GIDC hopes to protect New York City’s large base of jobs in the industry. GIDC also attempts
to introduce new technologies and production processes to the industry in order to increase
local firms'efficiency and competitiveness. The organization has successfully influenced public
officials’ views of the garment industry, convincing New York City, state, and federal officials
of the importance of the industry and the possibility for the industry to be competitive within
New York City.*?

Additionally, GIDCimplemented a sector development programme thatassists with exportdevelopment.
In this example, the corporation integrates sector development and skills development strategies to
move from a declining industry sector to a viable and competitive one. Improved competitiveness was
achieved through GIDC's role as an industry intermediary with in-depth knowledge of the local sector
and ability to draw on the expertise of major stakeholders. The majority of GIDC staff have an industry
background, and all trainers have industry experience, with most training part-time and working in the
sector the rest of the time, meaning all trainers have current industry experience. Trainers, therefore,
provide up-to-date training content and advise on possible future courses.

The approach was highly successful as it drew on the expertise of key stakeholders, and GIDC was a
tripartite partnership ensuring cooperation for implementation. The model took a cluster development
approach with skills supporting the revitalization of the sector. Courses met specific skills needs and
were conducted by trainers who were actively working in the industry, meaning they had current
industry skills and experience of current work practices. This in-depth sector knowledge is critical in
building industry contacts and maintaining credibility.

Colombo Dockyards: supporting industry training in Sri Lanka

The Colombo Dockyards example looks at the role a nodal company can have in supporting the skills
base of an industry sector by supporting existing workers as well as the formal public training sector.
The dockyards have facilities and technology unique in the Sri Lankan industry sector of shipbuilding. In
addition, the company has a grade A+ training organization registered with the peak skills development
authority in SriLanka, the Tertiary Vocational and Education Council (TVEC), which offers formal technical
vocational education and training qualifications.

The training centre is fully equipped for industrial, technical and managerial training and provides
training for all employees, from welders to engineers and managers. Because the facilities are unique
in Sri Lanka, they have an agreement with the National Apprenticeship Industrial Training Authority to
provide training to apprentices from across the country in industrial structural welding as part of the
apprenticeship programme. There are no other training facilities that can provide this training in Sri
Lanka, and the agreement means that all apprentices are eligible to receive training in these specialist
skills. The apprentices come from a range of industry sectors, not just the marine engineering sector. The
training centre also provides practical on-the-job training in the dockyard for the Marine Engineering
Corp of the Sri Lankan armed forces, which means the skills can be developed for workers in the Marine
Engineering Corp.
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Access to the training facilities allows all apprentices to gain skills that are valuable to the sector and
for individuals seeking work overseas. The agreement with the National Apprenticeship Industrial
Training Authority means that the government can provide apprentices with training on up-to-date
specialized equipment, while the company supports the growth of a skilled and up-to-date workforce
for its industry sector and value chain partners. The company considers apprentices who go overseas
to work as workers who bring back new skills and ways of working, which in turn enhances the skills
available in the labour market.

In this example, a company with specialist training facilities and skills operates as a skills hub nationally
to develop and train a specialized workforce for related industries operating throughout the country.
The agreement with a formal authority allows students from across the island to gain access to these
skills.

The industrial zone of OSTIM, Ankara

OSTIM was established in 1967 and is located in Ankara, Turkey. As of 2013, there were approximately
5,000 micro and small and medium enterprises in 100 different sectors.** There are a number of various
organizations within the region that support the businesses through cluster development activities.
There are a number of individuals and organizations that provide skills development activities in the
industrial zone of OSTIM, including private consultants, paid advisors and private training providers,
universities, a vocational training centre, and government departments that promote and finance
training activities. The defence and aviation cluster develops sub-suppliers through skills development,
which the cluster views as a competitive advantage over other national defence and aviation clusters.
The cluster works with universities and private consultants on technology transfer to small and medium
enterprises. Rapid changes in technology and science mean that it is imperative for workers to maintain
skills, which demands ongoing skills development for the existing workforce.

The OSTIM Education Coordination Centre is involved in running both theoretical and practical training
programmes. Hands-on training is offered in the form of on-the-job internships in cluster companies,
and content is determined according to companies’ production methods and requirements.®> The
industrial zone also includes the OSTIM Research, Development, Education Development and Solidarity
Foundation,®® which identifies and supports new business models. The defence and aviation cluster also
runs programmes on innovation, research and development, identified as priority areas by companies
in the cluster. At the end of the three-week training programme, graduates formed a research and
development working group. The cluster coordinator then provided coaching for each of the companies
to prepare project plans for research and development proposals. The training covered 10 modules
related to innovation, research and development, national and global trends in defence, and protection
of research and innovation.

OSTIM Consultancy and Education Services, group within the cluster, provides training services based
on immediate needs and designs vocational training programmes for delivery. The consultancy group
uses trainers from the formal vocational training system and students are trained through the formal
system and placed in companies within the cluster by the OSTIM Employment Office.

Industry clusters provide small and medium enterprises with a critical mass that enables them to gain
some benefits, such as access to training, which larger companies often provide internally. Being co-
located means that training organizations can deliver programmes for a number of businesses at
the same time, so that training will take place sooner than if individual workers have to wait until a
scheduled training programme begins sometime in the year. This co-location also introduces small and
medium enterprises to multidisciplinary teams. Individuals, who come together from different fields of
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specialization, provide opportunities for cross-fertilization of ideas, leading to greater opportunities for
innovation among small and medium enterprises and their partner training institutions.

Value chain skills development

The principle underpinning both value chain and cluster approaches is that private enterprises often
face pressures that they cannot tackle on their own. According to the World Trade Organization,
developing country suppliers are integral partners in sectoral value chains and developing countries use
their participation to achieve growth, employment and poverty reduction.’” While an industry cluster
approach also incorporates value chains, clusters focus on interrelated regionally based companies that
may be domestic companies targeting domestic markets. A value chain approach, on the other hand,
can span the globe. The global relevance of value chains means that participating companies are more
likely to be bound by international standards and certifications (such as quality and product), and the
level of technical skills will be determined by the lead companies or major customers’ product or service
demand. Companies participating in a value chain will likely have very clear training requirements
because of international standards, certifications and product specifications. Domestic or regional value
chains may not have the same urgency to meet international standards, certifications and product
specifications. However, developing managerial, process and technical skills that match international
standards, certifications or value added technical expertise could help to improve the competitiveness
of domestic companies and position them to become part of global value chains.

In countries that use skills standards to develop training and assessment content, efforts to consult
with proprietary owners of international standards (ISO, IEC for example) and to build these outcomes/
criteria into national skills standards can help to improve relevancy. In this way, training organizations
can deliver formal qualifications that prepare workers to function within particular processes and to meet
particular technical standards, without requiring training institutions to purchase exorbitant licensing
fees or expensive training products. Helping the industry to upgrade through skills development
requires that it build formal training avenues that prepare workers to meet international standards and
add value to products and to the production process. At the same time, it helps to develop managerial
skills to control production processes while positioning companies within a higher value-added value
chain so that they can work with upstream and downstream companies.

Skills development approaches have been classified in some of the literature for different phases of
global value chain upgrading.® The classification divides the approaches into three groups: early reactive
interventions, ongoing proactive interventions, and future-oriented interventions. Accordingly, the
early reactive interventions, which respond to immediate industry skill needs, are primarily conducted
on the job and identify current workers as the target.” These early skill development strategies support
companies in securing their ongoing activities and position in a value chain. The next phase, ongoing
proactive interventions, supports the upgrading of enterprises within the value chain, through training
that meets emerging needs of the industry; the target here is technical skills development in emerging
areas to move the value chain to the next level. The final phase, future-oriented interventions, focuses on
skills development strategies that address the future skill needs of companies in a value chain so that
they can upgrade and cater to new higher value end-market segments. The goal is to assist developing
country companies to move from low-end, low-value production and services to high-end, high-value
production and services. The authors go on to make a number of policy recommendations for the
three phases, which parallel policy mechanisms deployed in many contemporary TVET systems. Table 4
outlines the policy recommendations as identified in the paper.
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Table 4. Policy recommendations for skills development approaches

Evaluate the skills gap within industries, identifying areas that need rapid
development.

Encourage private sector organizations to coordinate and strategize about the
industry skill gaps and invest in training for their workers.

Earl i S L . .
cary reac.tlve Prioritize targeted training in the areas of major skills gaps.
interventions
Focus on improving managers’skills, since they play a major role in providing

and raising workers skills.

Give particular training to near-hires—i.e., job seekers who are not employed
because they lack specific skills required by the labour market.

Assess the position of the country in a global value chain. Understand

where in the chain the country is concentrated, and strategically determine
potential upgrading paths and identify core job profiles for desired upgrading
trajectories, including bottleneck positions.

Foster collaboration among key stakeholders by creating public and private
strategic councils in key national industries to decide the sector upgrading
strategy and a similar skill development plan.

Prioritize technical education in the national education agenda.

Ongoing Create incentives to link training institutions and the private sector. A
proactive collaborative approach is mandatory to add value to national industries.

interventions

Provide study-abroad scholarships in the major economic areas of the countries.

Provide incentives to the private sector for internal worker skills upgrading,
including mentoring and career planning for workers.

Create national information systems that disseminate information about
needed skills, salaries, key skills gaps or other relevant information regarding
workforce development.

Provide incentives such as scholarships or easy access to financing to encourage
students to select areas of education with high labour demand and future
prospects.

Strengthen basic skills in primary and secondary education. Ensure that children
master basic skills that are critical for lifelong learning, which is required for
participation in global value chains.

Give particular attention to ‘soft skills’throughout the different education levels.

Future-
oriented Prioritize and reformulate technical education. Technical education should be

interventions in line with the needs of the labour markets and coordination with the private
sector is key to providing robust and relevant technical capabilities.

Establish efficient and effective mechanisms that ensure a long and strong
partnership between the government, private sector and educational
institutions.

Source: Fernandez-Stark, 2012
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These policy recommendations fit closely with those for the TVET sector in general. Additionally, the
approach is similar to the Australian Skill Ecosystem approach where there is an emphasis on aligning
skill strategies with the business strategies of the companies within the ecosystem. Alongside these
recommendations, other interventions include:

I Introducing high-level structured apprenticeships with age limits removed, and opening
apprenticeships up to existing workers;

I Increasing the number of apprenticeships in non-traditional areas, such as line management
and quality management to support workplace learning; and

I Providing supervisor training so that they can train workers and improve the effectiveness of
skills transfer. These strategies help to build an environment for ongoing workers development.

A separate study of high-value, high-skilled global value chains operating in Singapore, produced for
the United Kingdom Commission for Employment and Skills, which explores restructuring and wider
implications for skills development and employment in United Kingdom’s high-value, high-skilled
global value chains, includes findings relevant to developing economies.'® The c