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Introduction

The focus of the research in this report has been primarily about ‘skills systems’ and the 
role Sector Skills Councils (SSCs) play within these systems internationally. SSCs are 
usually small components of much larger national skills systems which have evolved over 
many decades. They should be evaluated in that context. 

Skills systems have played a critical role in the evolution of different forms of capitalism 
across the globe. Variety in the socio-economic evolution of different countries has much to 
do with the differing social foundations (including the skills system) that underpin capitalist 
development in these countries. 

Brief overview of four country case studies

This report has adopted an international typology of skills regimes globally using two 
dimensions: (1) the degree of firm involvement in the provision of initial vocational 
education and training (VET); and (2) the degree of state commitment to vocational 
training. The four typologies are:

 The market model (the UK is used as a case study here)
 The collectivist model (for example, the Netherlands)
 The development state model (for example, Singapore)
 The state-dependent market model (as has evolved in Latin America, for example, 

Brazil)

There are other axes of differentiation in skills systems highlighted in the international 
literature. A number of institutional and structural factors have emerged historically which 
have a great bearing on the shape of the VET system in each nation state globally. The 
most important of these is the precise balance between the two most important demands 
on the VET system:

 To provide pre-employment initial vocational education and training (IVET) schemes 
for young people

 To provide continuing vocational education and training (CVET) for adult employed 
workers.

The Table below captures the diversity of skills systems described in this report. This table 
tries to summarise the major features of the four country case studies discussed in more 
detail in Chapters One to Eight.
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Four ‘Skill Systems’ Country Case Studies
UNITED 
KINGDOM

NETHERLANDS SINGAPORE BRAZIL

Wider contextual factors 
1 Macro political economy of 

country
Liberal market economy Collective or coordinated market 

economy 
Developmental state (with 
one-party rule)

State-dependent 
market economy 

2 Role of state Minimal role in terms of 
Neo-Liberal doctrine, 
but in reality the state  is 
very ‘centrist’ imposing 
qualifications and 
targets on SSCs without 
real employer buy-in

Governance based on a wider 
social compacts between 
government, employers and 
unions which determine most 
social services including training   

Hugely interventionist in 
directly linking education and 
training to industrial policy 
needs over 5 decades

Primarily a market 
economy but state 
has  played a strong 
role in the economy, 
especially during the 
military coup era.

3 Employer role Has little say over 
operations and 
expenditure of SSCs 

Employers have a strong say 
over the SSC  system – they 
occupy the driving seat of the 
VET system.

Large employers have a big 
say, especially the 
government-linked 
companies and MNCs, less 
so SMEs.  

Large family-owned 
Brazilian companies 
and multinational 
corporations have big 
say

Operation of the SSC
4 Demand-led or supply-side A supply-side model, 

made up of FET 
Colleges and a large 
pool of private providers 
who offer  NVQs 

Strong employer input of their 
skill needs, including the 
changes in demand which are 
effectively communicated 
through to the supply side.

Strong demand-side input 
from MNCs and employers.

Also long-term state-led 
manpower planning 
determines future skill needs 
(a strategic supply-side 
intervention).

A demand-side 
system – the ‘S-
system’ is run by 
employers to meet  
employers training 
needs

5 Alignment of system
- Especially the 

linkages between 
colleges, SSCs 
and employers

Not well-aligned Strongly aligned ITE-Polytechnics-Universities 
and continuing VET system 
very well aligned

Brazilian education 
and training highly 
segmented – higher 
education for the 
elites. Poor people 
have to pay fees in 
private post-school 
institutions. There is 
no alignment 
between the 
education system 
and the S-system. 

6 Labour market value of VET 
qualifications

Little purchase in labour 
market

High value of VET qualifications.. ITE and polytechnic 
certificates well received in 
labour market. It has taken 3 
decades to improve the 
labour market worth of 
vocational certificates. 

S-system 
qualifications are 
respected  but no 
training is offered to 
the bulk of workers in 
the informal sector

7 Work-experience Placements Not a strong feature of 
system

All trainees get placements –
200 000 firms provide these 
internships.

ITE and polytechnics 
organize very effective work-
experience placements, even 
internationally

S-system cooperates 
with employer 
associations to 
provide internships 
and practical work 
experience 

8 Employment rates of trainees Not high Employment uptake  is very high High uptake of ITE and 
polytechnic graduates

Good uptake

In attempting to place South Africa amongst this diversity of skill systems, it most closely 
approximates the Anglo-Saxon model of the UK – a model which has been replicated in 
most of the former British colonies such as Australia, New Zealand and Canada. As with 
the UK, South Africa is trapped in a market-led model of skills development. Breaking out of 
this historically dependent route is not easy and requires substantial ‘systemic’ change. For 
example, the ability to ramp-up skilling outputs requires state institutional capabilities and 
employer buy-in which are currently not present in South Africa (nor Brazil) – certainly not 
in the way they are in Singapore of the Netherlands.  

The weakness of ‘supply-side’ approaches to skilling

This report provides a powerful critique of ‘supply side’ interventions – for example, 
increasing the number of people acquiring a national vocational qualification (NVQ) each 
year. The sector skills councils (SSCs) of Anglo-Saxon countries all suffer because of their 
dependency on this approach. However, this approach has received considerable criticism 
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recently - especially in the UK and South Africa - because the vast investments in building 
the supply-side architecture (including SSCs and the National Qualifications Framework 
[NQF]) have not produced an equivalent outcome with respect to increased numbers of 
skilled people. Nor are countries such as the UK and South Africa more productive and 
competitive after nearly two decades of supply-side restructuring. The supply-side model is 
not working.

The critique of the supply-side dominance of education and training policy in the Anglo-
Saxon world (but also within the OECD community globally) has grown exponentially over 
the past decade. There is now an emerging consensus from a number of disciplinary fields 
that demand-side interventions are necessary and that they are most effectively achieved 
in regional and local settings.

Re-shaping employers’ demand for skills

Two important observations in this report back up such a claim. Firstly, it is the product 
market and/or competitive strategy of a firm that determines a firm’s demand for skill – and 
certainly not national government’s skills policy. Secondly, the way in which this competitive 
strategy shapes the utilisation of skills on the factory floor is seen to be a result of the 
choices made by firms in using the skills of its employees. There are two important factors 
that shape employer choice: (1) the technologies used by employers and (2) the 
management of production systems and the high performance working practices they 
adopt. Improvements in skill are not sufficient on their own to move a company’s product 
market strategy up the value chain, as this requires investments in capital equipment, 
product development and managerial innovation.

This report argues for a devolution of skill interventions to the local and regional level. 
SSCs should have the powers to develop and fund local social partnership boards at the 
local level. These boards would bring together local employers and worker representatives 
with local educational institutions and experts in work organisation and job design. They 
would collaboratively design the content of vocational education and training to suit local 
circumstances. This is a radical departure from the centralised and statist approaches of 
the UK and South Africa – towards localized entities with a remit to directly influence firms’
competitive strategies. 

A pro-active approach is adopted towards support for firms on the ‘demand-side’ – the 
need to reshape employers’ demand for skills. This has to do both with a firm’s choice of 
product market/process and its competitive strategy. Competitive strategy comprises the 
choices made by employers about product or service differentiation within particular 
markets. Product strategy refers to the positions occupied by different enterprises on a 
series of spectra relating to value added, complexity of product specification, volumes and
price dependence, all of which may have implications for skill requirements. There is 
considerable variation within and between industries.

This ‘demand-led’ approach throws up an entirely different set of interventions to those 
commonly associated with supply-side VET. It requires localised and regional interventions 
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at firm level to support firm-level ‘adaptive learning’ – strategies to improve value-added 
and competitiveness through changes to the organisation of work and deployment of skills. 
This will require a broader concept of ‘business support’ to improve competitiveness and 
not merely skills improvement. This is essentially the main argument of this report. Skills 
development ‘best practices’ requires such a demand-led approach.

Structure of this report

Chapter One and Two examine the roles of SSCs globally. Chapter Three examines the 
vocational education and training (VET) system in the UK, and its associated SSC system. 
The structure and outcomes of the British VET system are assessed as being ‘worst 
practice’ – an assessment which might also apply to the South African system which has 
similar Anglo Saxon foundations.

Chapter Four and Five provide interesting accounts of successful interventions to set up 
SSCs – in the Netherlands and Singapore – even though the political and social structures 
in these two countries are very different. Success in both instances is based on the high 
prestige accorded vocational qualifications in both countries, and strong institutional 
alignment between employer need and public sector provision within the VET and SSC 
system – two key factors strongly lacking in the UK and South African cases. 

Chapter Six takes a different analytical route and does not examine a country case study 
with a SSC system, but rather, it examines an entirely different skills system context  - that 
developed by ‘demand-side’ signals from local and regional economies. The USA is is 
briefly used as a case study here – nominally a country without a developed VET system. 
However, the case study highlights the critical role community colleges play in providing 
employers with highly customised training to meet their skill needs. The decision by US 
employers to partner with colleges is entirely voluntary, although the federal and state-level 
governments provide strong funding incentives for employers to train. There are no SSCs, 
but rather much smaller local Workforce Investment Boards (WIBs) who broker the 
partnership between college, employers and the state. There are elements of this system 
that exemplify ‘best practice’ in terms of up-skilling.

Chapter Seven does a similar detour – it does not examine a country case study with a 
SSC, but rather looks at the well-established Latin American model of the S-system, 
established in Brazil, and which has being running for over 70 years. This training model is 
based on employer control and is funded by a 2.5% levy on the payroll of formal sector 
firms. These S-system agencies are big, bureaucratic and costly. They have the resources 
to directly engage in training – unlike the SSCs examined in Chapters Three, Four and 
Five. They are effective institutions with some weaknesses: they do not train workers in the 
informal economy, nor do the S-system qualifications align well with the post-school 
education system.
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What do SSC staff actually do?

Chapter Eight interrogates the roles performed by SSC staff. The discussion starts by 
proposing that the task of SSC staff of ‘skilling’ is fundamentally a ‘collective’ process. All of 
the institutions discussed in this report – such as SSCs - form a ‘complex institutional 
nexus’: a collective societal forum in which decisions about skills development are made 
and executed. Contrary to orthodox economic logic and current neo-liberal rhetoric, 
deciding to train and executing such training is a collective process and not one made only 
by individual firms and individuals. It is also a highly interactional process - with relations of 
cooperation and collaboration characterizing learning in the firm – for example, along the 
supply chain or within the regional cluster, or as part of the larger process of moving up the 
value chain. 

Chapter Eight examines the way in which SSCs interact with this complex institutional 
nexus. More specifically, the discussion examines the role of core staff within the SSCs. 
What do they do on a daily, weekly and monthly basis? What expertise do they require to 
function effectively? Evidence will be brought together from across the globe. Such 
questions have never been posed and answered in any detail with reference to the South 
African SETA system. It will be shown that the absence of clarity on this key operational 
component of SSCs in South Africa has had a very negative impact on the work of the 
SETAs. 

Chapter Nine provides an analysis of the implications of all the above (Chapters 1- 8) for 
South Africa. The implications are considerable, particularly the need to shift away from a 
supply-side approach towards a ‘demand-led’ model of skills development. South Africa 
has not as yet experimented with the idea of integrating economic development 
approaches with the strategies adopted in skills development activity – particularly through 
initiatives such as economic clusters, industrial parks and city-regions. Expert public sector 
staff will need to be trained to perform these new functions. All of this suggests the 
possibility of significant change to the future institutional shape and function of the SETA 
system in South Africa.



8

Chapter One

A review of the international literature on SSCs and VET

The central focus of this report is on institutions that promote sector-based skills 
development. In many countries these bodies are called ‘Sector Skills Councils’
(SSCs). The next section will attempt a comprehensive overview of SSCs globally by 
reviewing the literature on VET systems. This is no easy task as the international 
literature on VET and skills development is wide ranging, spanning a number of 
academic disciplines and theoretical/conceptual approaches. For the purposes of 
this report, two important literatures will be used – one is derived outside of 
‘education studies’, and the other tradition comes from within education. An eclectic 
mix of these two fields provides a useful combination of internal and external insights
on VET. The two literatures are:

‘Outside education’ field of inquiry:

1. The ‘Varieties of Capitalism’ school

‘Inside education’ field of inquiry:

2. The international and comparative literature on VET systems

There is one important shortcoming. The two literatures focus almost entirely on 
Europe and the early evolution of industrial capitalism, with a sub-group focusing on 
the rich tradition of apprenticeship in Europe over the past century. There is very 
little work done by the ‘Varieties of Capitalism’ school on case studies outside 
Europe. Latin America gets some attention but Africa gets none. The international 
VET literature has a better coverage of country case studies across the globe, with 
significant work on the developing economies of Asia, Latin America and Africa. 
However, VET is a weak field in South Africa. The published literature is small. At 
present, no ‘Department of VET Studies’ exists at any South African university and 
no established academic ‘professoriate’ writing and publishing on the subject.

The purpose then, of the literature highlighted in this report is not so much to provide 
a coherent comparative study of SSCs across the globe – which is not possible 
because of insufficient work on the topic – but more to highlight the critical 
institutional interactions and inter-dependencies highlighted in Figure 1.1 in different 
national settings. This is the common ground across the two literatures – they both 
emphasise the need to examine the wider institutional contexts which shape VET in 
specific countries. Institutions are important.

Chapter Six introduces a third literature which examines skills and ‘learning’ from an 
entirely different perspective to that conventionally offered by ‘education studies’. 
This literature is highly divergent, but all share a critique of the supply-side 
dominance of education and training policy in the Anglo-Saxon world. There is now 
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an emerging consensus within this alternative literature that demand-side 
interventions are necessary and that they are most effectively achieved in regional 
and local settings. This consensus stands in sharp contrast to the highly centralised 
and statist policy impositions as is commonly the case with national policy on SSCs. 
The varying contributions to this debate include the UK ‘Oxford Review of 
Economics’ group of education academics as well as scholars writing on learning 
from a background in ‘Evolutionary Economics’. The most important voice in this 
work, however, is the OECD’s programme on upgrading skills in local and regional 
economies. Chapter Six will deal with all of these issues.

THE VARIETIES OF CAPITALISM SCHOOL

An influential body of thought in contemporary political economy is the ‘Varieties of 
Capitalism’ (VoC) school, which argues that skills systems are central to explaining 
the quite dramatic variation in the evolution of capitalism across mainly European 
economies. The VoC school began in the early 1990s with work by Soskice (1990) 
and Streeck (1992) in defining a simple duality between ‘coordinated market’ and 
‘liberal market economies’. The central argument of the VoC school is that the 
origins of capitalist diversity across European countries lies with the differing social 
foundations and the cultural and historical factors underpinning economic 
development in these countries. These social foundations of production play a 
critical role in shaping the effectiveness of the market mechanism. They vary widely 
between national economies, thereby differentially altering the way in which the 
market economy functions in each case. In some countries, for example, those in 
continental Europe, the presence of government legislation and institutional 
arrangements that impinge on the functioning of the market mechanism and cede to 
the state and organised labour a role in economic development have acted, in fact, 
as catalysts for growth and global competitiveness.

The VoC school has now grown into a significant body of literature with contributions 
from historical, comparative and political-economic institutionalism (See Crouch, 
Finegold and Sako, 1999; Culpepper and Finegold, 1999; Hall and D. Soskice, 2001; 
Amable, 2003; Culpepper, 2003; Thelen, 2004; Schneider, 2009; Maurer, 2011; 
Busemeyer and Trampusch, 2012). Much of this work has been on the collective 
skills systems of Europe, which have been forged historically in mainly social 
democratic countries. A key feature of this VoC argument is therefore historical. 
They argue that vocational training systems are outcomes of political conflict and 
collective settlement critical junctures in a country’s history. Political settlement here 
has occurred between firms, intermediary associations (associations representing 
employer interests, trade unions, professional bodies, community organizations) and 
the state. The political conflicts have been around four issues:

1. Who provides: the division of labour between the state, employers, their 
associations and individuals on the provision of VET;

2. Who pays: who finances vocational education and training; 
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3. Who controls: the relationship between firm autonomy and state oversight in 
the provision of training; and 

4. The societal status of VET within the larger general education system
(Busemeyer and Trampusch, 2012: 5).

A second key feature of the VoC approach is a strong emphasis on ‘institutions’. 
These writers focus on the wider institutional context in which VET institutions 
operate, paying close attention to the ‘embeddedness of training institutions in a 
dense network of political and socio-economic institutions, such as collective wage
bargaining, corporate governance and financing, labour market and welfare state 
policies, as well as industrial relations’ (Busemeyer and Trampusch, 2012: 7). The 
importance of this institutional focus is that this ‘thick set of institutions’ (Streeck, 
1992) acts to encourage firms to invest in training which they would otherwise not do 
on their own. The institutions involved include different stakeholders such as other 
firms in the sector, workers and their trade unions, employer associations and their 
sectoral interests, and the state. The preferences of these actors collectively shape 
the training system to differing degrees in each nation state.  

Collective skill systems

According to Busemeyer and Trampusch, these collectively negotiated systems of 
skill formation (such as Germany, the Netherlands and Denmark) all display four key 
features. Firstly, firms are strongly involved in financing and administering 
workplace-based training; Second, intermediary associations play an important role 
in the administration and reform of these systems; third, these skills systems provide 
portable, certified occupational skills; and fourth, training takes place not only in 
schools but also in companies, usually in the form of dual apprenticeship training 
(Busemeyer and Trampusch, 2012: 4). These education and training systems are 
unified, with the VET components embedded within good academic schooling 
systems. There is parity of esteem between the academic and vocational tracks –
unlike in the liberal market economies where the VET sub-systems suffer an inferior 
image within the larger education and training system.

The initial typology of skill formation system devised by this historical, comparative 
and institutional method was presented by Hall and Soskice in 2001 as a simple 
dichotomy between liberal market economies (LMEs) such as that established in the 
United Kingdom and United States, where the general education system, in 
particular higher education, provides generic human capital assets, which can then 
be complemented with on-the-job training in the firm. In this instance, firms on a 
purely voluntarist basis, decide whether to train or not to train. Coordinated market 
economies (CMEs), on the other hand, emphasise vocational training developed 
through the dual system of workplace based training in the firm with theoretical 
education in vocational schools. In these systems – such as the archetypal German 
dual model – vocational routes through secondary school retain the prestige of a 
good school education that is available to students who traverse the general 
education routes. 
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More recent writers have been critical of this simplified picture of a duality between 
liberal and coordinated market approaches – and in particular, the inability to explain 
variety within the ‘coordinated’ or ‘collective’ skill systems.  Busemeyer and 
Trampusch take the lead here in a study of several collective skill systems –
Germany, Netherlands, Austria, Switzerland and Denmark. They distinguish 
between two dimensions of variation within collective systems. First is the degree of 
firm involvement in the provision of initial vocational training (2012: 12). This 
dimension pertains to the willingness of firms to invest in skill formation, in particular 
initial vocational training. A high willingness means, crucially, that firms are prepared 
to invest in skills even if they become potentially transferable and subject to 
poaching by other firms. The second dimension is the degree of public commitment 
to vocational training. This includes state subsidies to vocational training, and public 
policies on certification and standardization. Included in this second dimension is the 
important question of whether the educational system recognises the value of VET 
and awards it equivalence with academic education – or not. With these two 
dimensions, Busemeyer and Trampusch outline four different varieties of skill 
system:

Figure 1.1: The variety of skill formation systems in advanced industrial 
democracies

Involvement of firms in initial 
vocational training:

Low High

Public (state) 
commitment to 
vocational 
training:

High Statist skill 
formation system, 
eg, Sweden and 
France

Collective skill 
formation system, 
eg, Germany, 
Netherlands, 
Denmark

Low Liberal skill 
formation system. 
Eg, USA and UK

Segmentalist skill 
formation system, 
eg, Japan

Source: Busemeyer and Trampusch, 2012: 12

The four ideal-type systems devised by Busemeyer and Trampusch as illustrated in 
Figure 1.1 above are:

1. The ‘liberal’ system: the general education system provides individuals with 
generic educational qualifications. Employers offer a limited amount of narrow 
‘on-the-job’ training at work. 

2. The segmentalist system of self-regulation: based largely on the Japanese 
experience of high levels of general education complemented by high 
volumes of enterprise training within firms. 
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3. The statist skill formation system is best exemplified by the Swedish or 
French educational system. In these cases, the state is heavily involved in 
supporting VET as a viable alternative to academic higher education in order 
to promote the integration of young people with weak academic qualifications 
into education and employment. Skills training is usually complemented by 
active labour market policies. The general education system allows and 
encourages people with vocational qualifications to pursue tertiary education.
In contrast to this significant state involvement, employer involvement through 
in–house training is relatively limited.

4. The collective skill formation systems: the distinctive feature here is the strong 
commitments from both the state and firms to invest in the formation of
vocational skills. These systems are the historically evolved collective 
solutions and settlements between firms, associations, and the state to 
collaborate in providing and financing skills (Busemeyer and Trampusch, 
2012: 12).

The high-skills thesis

Writers on education in the UK have adopted a similar approach to that of the VoC. 
Termed the ‘high-skills thesis’, this writing arose out of the work of a team of United 
Kingdom educationalists in the late 1980s and 1990s who sought to explain the high 
degree of divergence and variability in production systems and economic 
performance across societies otherwise seemingly alike in the advanced economies 
of the world (see Finegold & Soskice 1988; Finegold 1991; Ashton & Green 1996; 
Crouch, Finegold & Sako 1999; Brown, Green & Lauder 2001). 

Finegold and Soskice pioneered the UK version of the debate on high skills through 
their work aimed at revealing the combination of conditions that must exist if an 
economy is to reach a ‘high-skills equilibrium’ (Finegold 1989). Finegold defines 
‘equilibrium’ – the key concept in his approach – as signifying the self-reinforcing 
nature of the network of institutional pressures that act to reinforce the continuation 
of a given skills-formation system and a given economic growth path. A change in 
one institutional variable (for example, improved education and training delivery) 
without corresponding shifts in the other institutional variables ‘is unlikely to lead to a 
long-term shift’ in the social and economic system as a whole (Finegold 1989: 2). 

Finegold distinguishes between two ideal types of economic and education and 
training (ET) system: an institutional framework based on a ‘low-skills equilibrium’ 
(LSE) and one based on a ‘high-skills equilibrium’ (HSE). An LSE type is defined as 
an economic system characterised by low-cost, low-skills and standardised 
production. Britain is viewed as being typical of a LSE society ‘trapped in a low-skills 
equilibrium, in which the majority of enterprises staffed by poorly trained managers 
and workers produce low-quality goods and services’ (Finegold & Soskice 1988: 22). 
The self-reinforcing network of British institutions that interact to stifle any transition 
to a higher skills base include ‘the organisation of industry, firms and the work 
process, the industrial relations system, financial markets, the state and the political 
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structure, as well as the operation of the ET system itself’ (Finegold & Soskice 1988: 
22).

Finegold spells out specific LSE institutional factors that discourage and constrain 
any movement towards a high-skills alternative. The effective reversal of these LSE 
factors produces an HSE system. Finegold’s LSE institutional factors include:

 capital’s lack of long-term human resources planning;
 an emphasis on the production of low-cost, low-skills products;
 the absence of a successful export-oriented, competitive manufacturing 

strategy;
 minimal state intervention in ET and labour markets;
 a financial system driven by the rules of the stock market (quarterly dividends 

and short-term gains), which fails to prioritise long-term investments in human 
resources and long-term growth in productive assets;

 uncoordinated state policies in the spheres of economic growth, industrial 
relations and ET;

 incoherent ET policies and a divisive qualifications structure that limits 
mobility between ET institutions;

 a lack of co-operation between state, capital and labour; and
 low educational attainment levels for the majority of workers in the economy –

in particular, low ‘staying-on’ rates in the critical 16-plus post-secondary age 
category. (Finegold 1990: 14–23)

The strength of Finegold’s institutional approach is that it highlights the errors of 
previous ET policy reforms, which have too easily attempted to copy individual 
institutional features ‘within overseas ET systems without any apparent intervening 
appreciation of the broader social, economic, technological and organisational 
contexts within which these institutions operate’ (Keep 1991: 32). Keep argues that 
any attempt to alter the shape of ET in isolation from changes to other institutions 
that have a significant influence on the character of ET itself, are likely to fail. A 
piecemeal, ad hoc and unregulated approach to ET reform is unlikely to have a 
significant impact on macroeconomic performance. The ‘high skills’ thesis argues 
that for an ET policy reform to successfully contribute to economic expansion, it 
must be complemented by changes in a range of related institutions, including the 
economic, human resources and ET agencies of the state, the labour market, the 
social organisation of work and in the forms of employer and trade union 
organisation.

THE FOUR MODELS OF ASHTON ET AL

Ashton, Sung and Turbin (2000) have borrowed from both the work of the VoC and 
‘high skills’ thesis and have produced a four-part model model of skill formation: 

 The market model: a model where economic activities are coordinated by the 
market and the state’s role is kept to a minimum. The main role of 
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government in this model has been to try and make markets work more 
efficiently and to transfer the provision of social services away from purely 
state provision towards more competitive forms of market provision. In the UK 
variant of this model, the predominance of low wage, low value-added forms 
of production has led to the characterisation of this economy as being trapped 
in a ‘low-skill equilibrium’. Training here is seen as the responsibility of the 
employer and the individual – and not that of the state. In the training arena, 
the role of government is to focus primarily on areas of market failure, for 
example, the training of the unemployed.  The co-existence of a small high 
skills, high value-added sector with predominantly, low skill forms of 
production, together with limited forms of welfare provision, has led to the 
generation of large inequalities in the distribution of income and associated 
social inequalities in these societies (Ashton et al, 2000: 14-15).

 The corporatist model: This model has its origins in the evolution of many 
Central and North European economies who used the resources of the state 
to drive industrialisation as a means of catching up with the advances already 
made by the liberal market economies of America and the UK. Government 
assisted the process of developing modern industries (for example, the 
banks, steel mills and car assembly plants), and once they were established, 
government de-linked and exited from direct forms of control. Nonetheless, 
this genesis provided a different trajectory as regards the role of the state in 
capitalist development to that of the Anglo-Saxon tradition. A second dynamic 
in this model was the growth of a strong labour movement which negotiated 
for itself a far greater role in production relations than simply determining 
wage levels. In the training arena, the strong artisanal tradition was extended 
into the new mass production industries with workers acquiring significant say 
in the manner in which production unfolded. A strong tradition of cooperation 
between capital and labour ensued into the present period. Today market 
relations operate within a wider regulation framework determined through the 
on-going collaboration between government officials, employers and the 
unions. This has produced what Streek has called an institutionally dense 
environment (the formation of many parastatal and other intermediary bodies 
that act to facilitate and solidify cooperation). This cooperation leads to high 
degrees of trust which underpin the attainment of high value-added 
production in these countries. The existence of worker protection and a 
supply of highly educated workers encourages employers to invest in 
technology and training allowing them to compete in higher value-added 
product markets. Levels of inequality are far lower in these corporatist 
societies than is the case in liberal market economies. To ensure access to 
education for all and a sufficiently skilled workforce, government in this 
corporatist model is far more directly involved in the provision of education 
and training, and many of these Central and North European societies have 
built strong dual modes of provision in the senior secondary phase of 
schooling to ensure adequate flows of technically skilled labour into the 
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economy. This is best epitomized by the German dual-system of 
apprenticeship training (Ashton et al, 2000: 16-18). 

 The developmental state: in the post-1945 era, the world economy was 
dominated by the Western economies, and most Asian, East-Asian, Latin 
American and African economies faced very unequal terms of trade. It was 
very difficult for countries without natural resource endowments to break into 
this world market and ‘catch up’. However, a small group of East-Asian 
economies managed to do this (Singapore, South Korea, Hong-Kong and 
Taiwan) by using the state to intervene directly in the economy to protect 
indigenous industries, spearhead the evolution of specific sectors targeted for 
growth, and raise the level of education and training dramatically to underpin 
these economic interventions with the requisite skills. High levels of foreign 
investment were also encouraged to assist in the establishment of new 
industries. In these societies, the ‘development state’ steered the economy 
through many phases of economic growth, initially based on low-wage, low 
value-added manufacture, but more recently, towards higher-skill, higher 
valued-added production destined for export markets.  Domestically, in 
achieving all of this, the development state was politically repressive, 
curtailing the activities of unions and banning leftwing political parties. As 
these economies have become more successful in higher valued-added 
production for export, so restrictions on union activities have been relaxed 
and these societies have democratized their once authoritarian institutions. 
Nonetheless, there are still high levels of income and power inequalities 
between capital and labour.  In the field of training, the state has played a 
major role, directly funding training through the use of public funds to ensure 
that the necessary skills were available to sustain the rapid pace of economic 
development. High levels of cross-departmental coordination were 
established within government to ensure this matching of supply with growing 
demand (Ashton, et al, 2000: 19-20).

 The neo-market model: this is a model based on centralised state-led 
industrialization. Member countries in this model are largely Latin American 
societies with authoritarian states and an industrialization model based on 
import-substitution. This approach has inbuilt weaknesses in terms of growth 
as, historically, it has relied heavily on the export of raw materials and the 
importation of technologically advanced products. In addition, these countries 
lack the advanced financial markets and regulatory structures associated with 
the market economies described in the three other models above. These 
countries developed highly centralised VET systems. In the past 3 decades, 
with global competitiveness based more and more on value-added and not 
merely on access to raw materials, these countries have struggled to make 
the transition to a more globally competitive export-oriented economy. They 
have also initiated structural adjustment reforms such as privatization and 
deregulation in the hope that these changes would make free markets work 
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more efficiently, including the market for skills and vocational training (Ashton, 
et al, 2000: 20-21).

Ashton et al argue that a national training system cannot be understood in isolation 
from its wider institutional context as described in the four models above. In the ‘neo-
market’ and ‘market’ models, there is strong casuality between the dominant form of 
production – low value-added – and the VET system, with the institutional forms in 
this instance being designed to meet the immediate skill needs of employers. 
Government does little more than deal with market failure – the training of the 
unemployed. In the ‘corporatist’ and ‘development state’ models, the attainment of 
higher-value added production requires that the state carries a significant share of 
the costs of VET with employers.  

Implications of VoC analysis for the study of SSCs

The VoC and ‘high skills’ literature carries a significant lesson for the examination of 
SSCs. The lesson is as follows: sector bodies are not islands. They exist within a 
much wider and more complex institutional environment, and need to be understood 
and evaluated in this interactional and inter-dependent context. They constitute a 
very specific (and sometimes small) component of the much wider education and 
training system. Reviewing the evolution and impact of these institutions can 
therefore not be done in isolation from the rest of the education and training system, 
nor without regard for the labour market or the sectoral composition of the national 
economy. Enterprise training takes place largely in the private sector, by firms, and 
so a parallel understanding of the structure and operation of private firms in the 
national economy is also required. And finally, the structure of firms and other key 
societal institutions are not the logical outcome of the operation of a ‘free market’, 
but rather, a particular path dependent evolution of a nation’s economy and society. 
Toolbox One captures the inter-relations and inter-dependencies between these 
SSCs and other adjunct state and societal institutions, policies and influences:  
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Figure 1.2: A complex institutional nexus that shapes the work of Sector Skills Councils

THE VET LITERATURE

The international VET literature is difficult to categorise. There are many sub-themes 
pursued by writers in the field, but few are explicitly theoretical as is the case with 
the ‘Varieties of Capitalism’. Much of the literature is descriptive, operating within the 
black box of education. One central theme is the institutional location of VET – either 
in senior secondary school or in the workplace. There is now a vast literature on the 
German dual system of vocational provision and on countries which have tried to 
implement the German route to apprenticeship training.

Raffe has provided a useful typology of institutional systems, classifying VET into 
three types: provider-based, work-based and mixed. The provider-based systems 
are characterised by a dependence upon education and training systems to provide 
entry-level skills for workers. Work-based systems leave this responsibility largely to 
employers. Mixed systems combine the two approaches. Raffe illustrates this 
categorisation in Table 1.1 across nine different countries: 
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Table 1.1: Raffe’s classification of three different vocational education 
and training systems

Region Provider-
based 

Mixed Work-
based

Europe France UK Germany
East Asia Singapore China Japan
Americas USA Mexico Chile

    Source: Keating et al, 2002: 7-8

Another central focus in the literature is the categorization of VET into initial 
vocational education and training (IVET) and continuing vocational education and 
training (CVET). These two categories of provision often face trade-offs in a number 
of countries – either (1) training and inducting the young for first-time entry into work, 
or (2) up-skilling existing workers. 

The OECD’s Jobs for Growth report defines IVET as those programmes designed 
for and used by young people at the beginning of their careers and commonly before 
entering the labour market. It includes many upper secondary school and post-
secondary (college) programmes. The OECD also argues that IVET is provided by 
the state as a corrective to market failure, because employers are not prepared to 
fund training for general skills, and because of the limited training capacity of small 
and micro enterprises (SME) firms. The state must fill these gaps with IVET 
programmes – to make young people ‘job ready’ (OECD, 2010: 27). 

In contrast, CVET is aimed at working adults and comprises all sorts of VET, 
including enterprise training of employees and training provided specifically for those 
who have lost their jobs (OECD, 2010: 26). CVET is often neglected because it 
requires employer commitment and ‘buy-in’ to train workers. CVET is also more 
plural and differentiated, with greater variety evident across countries. CVET is 
characterised by different patterns of on- and off-the-job training; formal and informal 
training; state, company, union or individually funded training; and recognised or 
unrecognised training. It is strongly influenced by the nature of laws and regulations, 
collective agreements, industrial relations and the financial structures of a country. 
CVET is influenced by the relative strength of internal labour markets and 
occupational labour markets in a given country (Keating et al, 2002: 10). For 
example, in Germany and Japan, internal labour markets are strong because of the 
wider social structures of capitalism – the corporatist arrangements in Germany and 
the ‘high trust’ and lifetime employment traditions of Japanese employment (Keating 
et al, 2002: 11; Lanning and Lawton, 2012: 16-17). CVET is strong in these two 
countries because of this history.

In contrast, in the UK and USA, the wider social structures emphasise individual 
responsibility for acquiring education and training within the context of a highly 
competitive labour market and mobile workforce. American and British workers are 
‘more inclined to undertake further training through means external to the firm than 
workers in Japan or Germany’ (Keating et al, 2002: 11).
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Another issue of debate in the international VET literature is the question of when to 
introduce VET programmes in secondary school – at what starting age? At one 
extreme, youth in the Netherlands and Austria as young as 12 and 14 respectively 
are recruited into apprenticeship programmes. It is argued that this approach 
engages young people who are less academically minded in practical tasks, 
sustains their motivation for learning, and supports their transition to work. Against 
such youthful enrolment is the argument that it is ‘difficult for adolescents to make 
considered career choices so early, and that the dominance of practical training at 
this stage tends to crowd out broader academic skills that facilitate lifelong learning, 
including later opportunities to enter tertiary and other forms of further education’ 
(OECD, 2010: 34; See also Wolf, 2011: 40).

Access to higher education is another critical issue. Many vocational programmes in 
the Central and North European countries are of such high quality and provide such 
a sound general education underpinning (in addition to the vocational competencies 
they develop) that they provide access into higher education programmes. However, 
in many of the liberal market economies described earlier, vocational programmes 
do not achieve parity of esteem with equivalent level academic qualifications, 
thereby excluding such vocational trainees from entry into higher education. 

Employment problems facing young people and their first-time entry into the labour 
market get significant coverage in the international VET literature. A new term has 
been invented in the UK to describe the growing number of young people who are 
‘neither in employment nor in education and training’ (NEET). NEET analyses so far 
are primarily concerned with quantitative indices of size – for example, estimates of 
10 per cent have been reported for the United Kingdom (Spielhofer et al, 2009: 11; 
Coles et al, 2010) and 25 per cent for Australian youth (Brader and McGinty 2005, 
10). The OECD, in its review of youth employment in all EU countries, suggests that 
as much as 30-40% of school-leavers ‘are at risk of poor labour market outcomes 
during their first years in the labour market’ (2010: 30). The power of the concept 
‘NEET’ is its predictive value in terms of the long-term risk of employment exclusion 
throughout the ‘life-course’. Longitudinal survey evidence suggests a correlation 
between long-term exposure to NEET and permanent (structural) unemployment – a 
trap that is difficult to overcome (Raffe 2003, 6; Coles et al. 2002, v). 

There is also an ethnographic tradition of writing on ‘youth cultures’. A number of 
ethnographic studies of NEET have been undertaken by writers such as Simmons, 
Thompson, Shildrick and MacDonald who examine youth transitions from education 
to employment in poor neighbourhoods across the United Kingdom.These studies 
have concluded that whilst local social networks have helped unemployed young 
people cope with the problems of growing up in poor neighbourhoods, such social 
capital also plays a constraining role of closing down opportunities, thereby limiting 
the possibilities of escaping their conditions of social exclusion (MacDonald et al, 
2005; Simpson and Thompson, 2011b).



20

The lack of work placements for young workers is a big problem. The demise of 
apprenticeship as the main structured pathway for young people to enter work, and 
the further deregulation of the labour market especially in many Anglo-Saxon 
countries, has left young people without work experience with few structured routes 
to enter work. Employer reluctance to take on inexperienced young people and offer 
work placements and work experience makes this problem more severe (OECD, 
2010: 29).

“Europeanisation’ is also a major topic of analysis in the VET literature. The 
European Union’s Copenhagen Agreement of 2005 seeks to create a single 
European Qualifications Framework and a system of credit transfer for VET 
qualifications that will allow skilled workers to move from one country to another 
within the EU and have their qualifications recognized (Powell, Bernhard and Graf, 
2012: 240-241).

In an OECD report commissioned in 2006, VET expert Norton Grubb summarised a 
range of key issues affecting VET. In his conclusion he selected four issues that he 
proposed should receive particular attention. These were:

1. The changing institutional composition of VET: the focus on VET has shifted 
from senior secondary school to post-secondary institutions, as employees-
to-be are required to get even higher levels of education and training. 
Questions are now being asked about how these post-secondary institutions 
articulate with institutions of higher education.

2. The role of VET in social exclusion and equity: This comprises those efforts 
aimed at improving the status and labour market purchase of VET 
qualifications. Grubb argues that it is impossible to enhance equity through 
VET if it remains a second-class progression route. Clarifying the conditions 
under which VET reforms can reduce social exclusion and enhance equity is 
therefore a worthwhile pursuit. 

3. The roles of apprenticeships and work-based learning versus school-based 
instruction: Many countries have tried to emulate the dual system, and there 
are sound pedagogical reasons for combining school-based and work-based 
learning, but it is important to confront the institutional practices necessary to 
generate enough work-based positions, and to integrate these with school-
based learning. 

4. The exaggeration of the ‘Education Gospel’: The rhetoric about education in 
general, and VET in particular, contributing to the economic development and 
competitiveness of countries in the knowledge-based economy (KBE) is often 
exaggerated. One form of exaggeration has been to over-estimate changes in 
employment, which are often slower than advocates of the KBE rhetoric 
realise. Another has been to exaggerate the changes associated with the 
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KBE. In reality, education is only one of many factors influencing growth and 
competitiveness (Grubb, 2006). 

What is not covered in any significant detail in the VET literature is a focus on sector 
skills councils. Work on this topic is very limited, particularly in the UK where there 
has been a long-standing attempt to establish successful sector-based bodies to 
promote skills development. Outside the work of Ashton and Sung, and the 
commissioned research by the UK Commission on Employment and Skills (UKCES), 
the academic literature on sector skills councils is very thin. 
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Chapter Two:

The role and functions of Sector Skills Councils (SSCs)

This chapter focuses on the evolution and core functions of SSCs globally. The 
discussion outlines four models of SSCs and highlights the key principles of an 
effective SSC system. The funding of SSCs is then discussed.   

WHY THE FOCUS ON SECTORS?

Developing skills through ‘sector’ categories is not a new idea, and dates back to the 
emergence of craft trades which were associated with specific sectors such as 
manufacturing, construction, gas and electricity (Raddon and Sung, 2006: 5).  
However, over the past three decades, economic change has complicated these 
traditional craft arrangements, especially with the rapid growth of the services sector, 
which is now the dominant sector in most developed and many developing 
economies. Developing skills in the current period is not only about the blue-collar 
operative and artisanal workers in manufacturing, but now includes the white-collar 
workers in services and the much expanded government sector. As the economy 
has grown and become more complex, adopting a ‘sectoral’ rather than an 
‘occupational’ focus for the skills system has become popular in many country 
contexts across the globe.  By looking at the economy through a sectoral lens, ‘one 
is able to apply a much sharper focus on the complexities of what really drives 
improvements in the competiveness’ of the economy (Bewick and Abbott, 2010: 6). 
A focus on sectors helps to differentiate what would otherwise be a ‘one size fits all’ 
approach to the national economy. Economic sectors are structured around 
commonalities shared across firms, but also around significant differences. Sectors 
differ in terms of product strategy, exposure to foreign markets, the degree of import 
penetration, and the presence of large firms that may dominate economic activity. 
Pavitt provides a useful taxonomy of sectors based on differing sources of 
innovation:

1) Supplier-dominated sectors such as textiles, where most technological 
innovation comes from outside the firm, where new technologies mainly come 
embodied in new components and equipment, where the diffusion of new 
know-how occurs mainly through learning by doing and using;

2) Scale-intensive sectors such as auto and steel rely on economies of scale in 
which the production process is highly standardized/automated and capital 
intensive. Innovation occurs both internally (learning by doing and in-house-
R&D) as well as externally (equipment producers).

3) Specialised suppliers such as machinery and equipment producers, where
innovation is based on interactive learning with lead users of their machinery, 
and where customization is based on meeting exacting client specifications. 
The sources of innovation are both internal (the tacit knowledge and 
experience of skilled technicians) and external (user-producer interactions); 
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4) Science-based sectors such as pharmaceuticals which are characterised by 
high rates of product and process innovations founded on high levels of 
internal-R&D as well as extensive university-industry linkages; and finally

5) Information-intensive firms, largely in the service sector, with the main source 
of innovation being information processing software and systems 
development (Pavitt, 1984).

Irrespective of the taxonomy chosen, it is clear that sectors differ in profound ways 
and any industrial, technological or skills development initiative of government will 
have to be finely tuned to these nuances. 

Employer ‘voice’

Another reason for basing skills development on economic sectors is that, 
historically, employer associations have normally formed around these sectoral 
boundaries, for example, the Steel and Engineering Industries Federation of South 
Africa (SEIFSA) and the Chamber of Mines – both South African employer 
associations formed several decades ago. These employer associations are seen as 
critical participants in SSCs, providing them with employer ‘voice’ and ‘buy-in’. 

The international literature on SSCs argues that the most important determinant of 
SSC success is employer ownership of the system. Employers must be able to 
‘influence the system using different channels to shape the system by articulating 
their needs, advising how these can best be met and identifying market failures’ 
(UKCES, 2010: 3). In an influential document released in 2010, the United 
Kingdom’s Council on Employment and Skills (UKCES) argued that in a demand-led 
system, employer voice is critical because in cases of market failure and other 
market distortions which inhibit economic growth in specific sectors, employers are 
best placed to determine the solutions:

 A system based on employer choice only operates at optimal level when 
there is good information for employers and individuals and providers are 
properly incentivised to meet their needs. 

 As long as planning remains an important feature of the system it is better 
done together with employers because they will be most affected by the 
decisions.

 Employers can provide leadership and business insight (UKCES, 2010: 10)

Similarly, in a recent City and Guilds report on the implementation of SSCs in India, 
it is argued that attempts at engagement are more likely to succeed ‘if the 
surrounding systems and structures give sector bodies, and therefore the employers 
who engage with them, real power within the system’ (City and Guild, 2012: 24). 
More specifically, City and Guilds argue that employers will be more involved and 
committed to SSCs if they control some of the money underpinning the sector 
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approach (2012: 25). Ashton (2006: 13) concurs and argues that employers need to 
be placed ‘in the driving seat’. This must be done in two ways:

Firstly, with the help of unions or professional associations, ensure that employers’ sector 
needs are used to shape the curriculum. Secondly, ensure that employer-led bodies have 
some control over the funding of training. This will enable employers’ sector needs to 
determine the number and levels of trainees produced by the colleges and training providers. 
Once the system is responsive, then strong leadership from the sector councils, underpinned 
by public financing, can be used to push employers in the direction of the high value-added 
forms of production so critical to future economic success. (Ashton, 2006: 13)  

Busemeyer and Trampusch (2012: 14) go one step further and argue that significant
delegation of responsibilities needs to occur to employer-led intermediary bodies.
This implies a specific division of labour between the state and these employer 
bodies – the latter must perform certain key functions such as the updating of 
training profiles as skill demands change. Employers are better positioned and more 
informed than state bureaucracies to do this updating. A carefully orchestrated 
balance is necessary between a firm’s ‘autonomy’ to act on skills within its own 
workplace and the state’s important role of providing ‘externally imposed constraints’ 
on firms to act in the interests of the collectivity of firms and future sectoral growth 
and competitiveness (2012: 15). 

Four models of SSCs

Even though there appears to be consensus on the need for SSCs to be employed-
led, in practice there are differing interpretations of the meaning of ‘employer 
leadership’. Raddon and Sung (2006) have drafted four differing models as 
highlighted in Figure 2.1:

         Figure 2.1: Four differing models of employer engagement in SSCs
Employer-involved (2 variants):

a)     Voluntary engagement of employers in 
sectoral skills debates, primarily via 
consultation.

or/and

b)     Statutory engagement of employers in 
financing sectoral skills delivery and voluntary 
consultation

Employer-modelled

Best practice models of skills development are 
used to shape training practices within the 
sector

Employer-owned

Employer-funded sectoral approach which ties into 
sectoral skills strategies and needs, as identified by 
employers associations and representative groups

Employer-driven (2 variants):

a)   Public VET system determined by employer 
demand

or/and

b)   Private partnerships bringing employers 
together in order to identify and invest in 
training

Source: Raddon and Sung, 2006: 9  
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The ‘employer-involved’ model

This model is based on employer voluntarism. A number of countries have SSC 
systems which fit this description. They include Australia and the United Kingdom. 
South Africa (and Canada-Quebec and France) slot into the second variant of this 
‘employer involved’ model, with statutory obligations to train imposed by a levy-grant 
system. Overall, employer engagement here is weak, and employers do not own the 
SSCs. Rather, control in the United Kingdom and South African systems rests with a 
very ‘centrist’ state and its public officials who drive the SSCs. Employers 
participation is minimal and passive (Raddon and Sung, 2006: 9).  

The ‘employer-owned’ typology

The second model in Figure 2.1 is the ‘employer owned’ typology. Raddon and Sung 
suggest that employer-owned approaches are characterised by high levels of 
employer funding and a ‘singular focus on meeting employer demand within the 
same sector’. There is minimal government intervention (Raddon and Sung, 2006: 
10). This typology exists in Hong Kong where there are two SSCs – two industry 
training associations, one in construction, the other in clothing. These industry 
training associations work with employers directly to identify skill needs. They then 
run dedicated training programmes for workers in the sector in their own training 
centres. The industry training associations design the curricula, assess the 
outcomes and certificate the qualifications. The also organize the placements for all 
trainees. In contrast to the voluntarism of the first model, Hong Kong is a blue-print 
for employer ownership of skills development (Raddon and Sung, 2006: 10).  The 
role of government is minimal.

The ‘employer-modelled’ approach

The third model provides yet another contrast to the above ‘employer-owned’ system 
of sector skills councils. Here we have a state-led approach – termed the ‘employer 
modeled approach’ – and best characterised by the development state of Singapore. 
The approach here is to build a blueprint of best practice training tailored accurately 
to meet employer’s skill needs. Once this standard has been reached by a leading 
organisation in each sector, it is then rolled out on a larger scale throughout the 
sector. In order to qualify for funding from the state’s own skills development fund, 
employers must make use of the blueprint approach when designing and delivering 
on-the-job training. The employer’s role here is different to the two previous models. 
Employers can: (1) play the role of leading firm; (2) learn from best practice and 
utilize the training approach in their own organisation; or (3) support the training 
system by contributing to the skills development fund. The state adopts a strategic 
planning role here, steering employer training in new areas of sectoral growth 
(Raddon and Sung, 2006: 12). 
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Employer-driven models

The final typology is a public-private partnership comprising an already existing 
public sector VET system operating alongside employers who are committed to 
train. The Netherlands exemplifies this route. Employers are essentially the 'starting 
point' of this joint system (Raddon and Sung, 2006: 13). Employers work through
sectoral bodies, called the ‘Kennicentra’ (Knowledge Centres) to identify and 
express the skills that are required by the sector. Their diagnoses of what skills and 
curricula are needed is then fed through to BVE Raad (the Dutch Council for 
Vocational and Adult Education, the umbrella body for the regional technical 
colleges), which then feeds this through to the regional colleges in order to develop 
a curriculum primarily based on the standards and requirements set by the 
employers (Raddon and Sung, 2006: 13). The neat alignment here between 
employer need and college curricula – in short, between demand and supply – is 
unique in the world. The Dutch system works because of the cooperative and 
collaborative relations built between the key institutions and actors involved in 
national skills provision. 

The Dutch VET system is also a variant of the German ‘dual system’ where young 
people spend 20 percent of their time in public VET institutions of theoretical 
training, and 80 percent of their time on-the-job in training at their place of work. 
Within this approach, employers have two key roles - to identify skills and to provide
skills training at their workplaces (Raddon and Sung, 2006: 14). This approach 
contrasts strongly with the ‘statist’ practices described in the ‘employer-involved’ 
model - where a supply-side bias dominates and education civil servants oversee 
the development of curricula within the VET system. 

The Dutch model of ‘employer-driven’ systems highlights two key features of 
successful SSCs. Firstly, employers must have significant control over the funding
for vocational training. Secondly, employers must have a significant say in designing 
the curricula of supply–side training institutions such as FE colleges

A key function for governments in employer-driven systems is to focus on the 
medium- to long-term evolution of the system, for example, prioritizing new or 
existing sectors that will have a significant impact on economic growth in the 
medium to long-term, and that will lead to higher valued-added production, 
increased exports and employment growth (Ashton, 2006: 10). This was the case in 
Singapore. Government does not need to micro-manage the daily routines of an 
effective employer-driven VET system. Activities such as curriculum design and the 
development and approval of qualifications are led by employers with the active 
participation and input of education institutions such as vocational schools and 
further education colleges. 

Another key role for government in these employer-driven SSCs is to overcome 
market failure, particularly in the production of strategic sectoral information by 
building up strong centres of sectoral research expertise. These centres:
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 Identify international trends and areas of national competitive advantage. 
They then need to feed this strategic intelligence back into the skills system 
and integrate it with existing sectoral and national policy objectives (Ashton, 
2006: 12).

 Provide information to the SSCs on national trends in the labour market. This 
information would ‘help the market work more effectively and help the 
individual sectors be more responsive to national needs’.

 Undertake cross-sectoral research to identify areas of commonality, for 
example, shortages of similar types of skilled labour.

 Undertake basic performance monitoring and evaluation of the system 
annually (Ashton, 2006: 12).

Ashton warns against this information requirement becoming a bureaucratic burden. 
There is a need to be ‘clear on what should be measured, and how it should be 
measured, and to guard against such problems as excessive bureaucracy’ (Ashton, 
2006: 12). As will be seen later in the text, skills planning has become a massive 
bureaucracy in the UK and South African SSC systems.

The ingredients of an effective SSC system

Based on the previous discussion, employer ownership and buy-in is clearly a first 
critical condition for an effective SSC system. However, there are at least four other 
equally important conditions. These are:

1. Effective institutions: Ashton argues that effective SSCs are ‘fit for purpose’, 
meaning firstly that they have personnel sufficiently expert in terms of 
possessing the necessary insights into what dynamics drive their sectors. 
Secondly, the remit of the sector body must be realistically scoped and 
appropriately funded. Much of the United Kingdom literature speaks of a very 
wide remit for the SSCs yet with a very narrow funding base from 
government, leading to considerable frustration and failure. Thirdly, the total 
number of SSCs must reflect real divisions in the national economy. Having 
too many will lead to duplication, competition and increased bureaucracy. 
Having too few SSCs will run the risk of neglected sub-sectors and poor skills 
coverage across key corners of the national economy. 

2. Brokerage and tailoring, linked to support services for business systems re-
design (industrial policy in the small)

3. Alignment: The Netherlands case study demonstrates this requirement 
extremely well. Firstly, employer demand for skills must translate into 
corresponding curricula offered in FE colleges such that demand meets 
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supply. The institutional dialogue needed to get this right between firms and 
colleges is not easy but it remains the first goal of an effective SSC and VET
system.  Secondly, alignment means that all of the component parts of the 
wider VET system and complement rather than contradict each other (Ashton, 
2006: 6). The separation of functions and the silo politics which characterized 
relations between the former South African Departments of Education and 
Labour within the wider VET system in South Africa is a good example of 
‘contradiction’ occurring within the SSC system (Kraak, 2014). And lastly, 
alignment means that the skills strategies adopted by the SSCs speak to 
government’s wider basket of national policy frameworks, and in particular, its 
industrial and innovation policies.

4. VET qualifications must have real labour market purchase: This is 
perhaps the most critical condition of all. In an important Government Review 
of the VET System in the United Kingdom in 2011, Alison Wolf, Professor of 
Education at the Institute of Education and Chair of the Review, argues that 
many of the new vocational qualifications introduced since the 1990s (the 
NVQs) offer very low returns and ‘currently have little or no apparent labour 
market value’ (Wolf, 2011: 31). This criticism applies in many other contexts 
globally, including South Africa. In contrast, many of the collective skill 
formation systems - such as the one established in the Netherlands - ensure 
a smooth progression into work for first-time entrants who have received 
initial vocational training (Ashton, 2006: 7). An effective system must ensure 
this kind of alignment between initial vocational training and employment 
thereafter. Unfortunately, many VET systems world-wide fail to establish this 
underpinning prerequisite for an effective system. ‘Parity of esteem’ between 
academic and vocational qualifications is often spoken about but rarely 
achieved in weak and ineffective SSC and VET systems.

IMPLICATIONS FOR SOCIAL PARTNERSHIP 

The five pre-conditions described above for achieving an effective SSC system are 
rarely achieved without some form of partnership between employers, government 
and trade unions. On the one hand, government must intervene in the market to 
encourage individual firms to serve the collective interests of firms in the sector –
what Busemeyer and Trampusch (2012: 7) term the imposition of ‘beneficial 
constraints’. Government regulations and incentives are legislated to ‘encourage’ 
firms to invest in skills development – something they would not do on their own 
(2012: 10). On the other hand, government must avoid micro-managing the work of 
intermediary bodies such as SSCs and avoid the creation of unnecessary ‘quango’ 
bureaucracies with lots of red-tape. Government needs to learn to devolve key 
responsibilities to intermediary bodies and to allow them to do their work. This may 
sometimes require government to ‘let go’ of imposing macro-level national public 
policy frameworks with all of their targets, and to rather let their social partners do 
the work at the mezzo and micro levels (Raddon and Sung, 2006: 49). 
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A second difficulty facing social partnerships is the relationship with unions. On the 
one hand, all demand-led skills development systems require union consent and 
support, and their participation in identifying sector skill needs. On the other, a 
demand-led model recognises that employers are in the best position to diagnose 
productivity and skill problems. They therefore need to take the lead in identifying all 
of the institutional and other constraints on growth – and in doing so, win union 
support for the solutions. Partnerships forged are not permanent, and have to be 
struggled for at all key moments of industrial change (Busemeyer and Trampusch, 
2012: 7).

FUNDING SSCs

Funding is obviously a critical and defining feature of SSC systems. Ashton 
maintains that financial incentives should achieved two main outcomes. Firstly, they 
need to address market failure by changing the balance of costs and benefits so that 
employers want to participate in training. Secondly, financial incentives should 
encourage employers to support the role of sector bodies (Ashton, 2006: 3). These 
funding conditions are more easily described in text than achieved in reality. 

There is great variety in the funding tools used across the SSCs. The international 
literature reflects this, describing a range of financing tools. The City and Guilds 
study on Indian SSCs and Ashton both speak of three main types of incentives:

 Statutory regulation, such as employer levies (as in France and South Africa)
 Direct subsidies from government (as in the ‘Train to Gain’ campaign in the 

United Kingdom)
 Indirect financial support, such as tax refunds for accredited workplaces [as in 

the Netherlands] (Ashton, 2006: 3; City and Guilds, 2012: 21).

City and Guilds also speak of three differing routes for the distribution of funds: 
through sector bodies themselves; directly to learners; or through public institutions 
such as FE colleges and other public private training institutes (2012: 21). These 
distribution conduits are a critical factor underpinning the success of the SSC. For 
example, steering funding through sector bodies gives them a leading role in the 
skills development system and garners higher levels of employer engagement (City 
and Guilds, 2012: 21). This is the case in the Netherlands, but not so in the United 
Kingdom, where funding allocations are conditional on meeting national policy 
targets and where distribution is determined by a central government agency (the 
Skills Funding Agency), not the SSCs:

... decisions made about the number of training places and the level and type of training 
delivered tend to be influenced more by the policy of the government than by the needs of 
employers. As a result the subsequent training places and programmes have to be “sold” to
employers (Ashton, 2006: 7). 
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Brisbois, Pollack and Saunders (2009) provide a slightly different typology of 
financial incentives. Their classification system has four components:

1. Inform/Engage: Governments try to influence behaviour by providing 
information, including research results that would not be adequately provided 
in the market. This type of instrument can also involve efforts to promote 
commitment through dialogue or persuasion.

2. Spend/Tax:  This type of instrument includes grants, subsidies, and tax 
expenditures. It could also include special taxes to fund these expenditures 
(such as payroll levies).

3. Regulate: This would include laws/regulations that specify a level of 
investment in training and penalize those who do not comply. It would also 
include processes for accreditation of providers and certification of 
participants.

4. Provide Directly; This involves .the provision of the training by a government 
department or agency (Brisbois et al, 2009: 4-5).

Labour market intelligence developed by research centres is a common feature of 
social democratic countries. The priorities for research are often decided through 
collective bargaining agreements in a wide array of tripartite agencies. Through 
these agreements and the research findings, employees and citizens are made 
aware of labour market trends, the availability of training and the outcomes of 
different types of training programmes. Information of this kind would not be as 
easily disseminated outside of these social partner agreements. Adult education 
programmes and study leave opportunities – as established in the Nordic countries -
are good examples of this kind of incentive (Brisbois et al, 2009: 7). 

Instrument 2 – ‘spend/tax’ – refer to instruments such as grants, subsidies and tax 
benefits. These can be direct government grants, as in the Nordic countries, or co-
funded grants, as in the United Kingdom example, where ‘Train to Gain’ campaign 
entails a matching process – government provides a grant equal to that which the 
employer commits. The USA is active here, with many state-level examples of direct 
support for training. For example, The Rhode Island Jobs Training Tax Credit
encourages businesses to upgrade the skills of their existing workforce by offering 
credits of up to $5,000 per employee over three years. Similarly, the New Jersey 
Workforce Development Partnership Program. In a recent evaluation of this 
programme, it was shown that most firms benefited from the programme – they 
remained competitive or remained in the state because of the training program. Most 
employees experienced increases in their earnings and nearly half attributed this to 
training. Many firms experienced increases in productivity and in market share that 
they attributed to the grant. A project evaluation noted that grants work best in firms 
when combined with a strong company commitment to employee training (Brisbois 
et al, 2009: 13-14). 

State subsidies are also a financing tool to support vocational training. For example, 
the United Kingdom’s Individual Learning Accounts program involves tax-sheltered 
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saving accounts that can only be used for adult learning activities. Various 
stakeholders – individual adults, firms, sectoral/regional development agencies and 
government itself – can contribute to the account through a matching process. In 
addition, employers that deposit funds in an employee’s learning account receive a 
tax deduction (Brisbois et al, 2009: 15-16). Programmes like these which focus on 
the individual learner are difficult to administer financially, and in the United 
Kingdom, these programmes were discontinued because of fraud and theft. Many 
bogus accounts were opened and unauthorised withdrawals taken from individual 
accounts. In addition, a lack of quality control systems around the ‘Individual 
Learning Accounts’ led to courses of poor quality. Deadweight losses were fairly 
large, with 44% of account holders indicating that they would have undertaken 
training even in the absence of the scheme (OECD, 2006: 50).

Instrument 3 – ‘regulation’ – is very common and used in most countries to specify 
norms of acceptable behaviour or to limit activities which do not promote the public 
good. Often, regulation entails specifying in law a minimum level of investment in 
training with penalties built in for those who do not train. Regulation also entails 
setting standards for most professional and para-professional fields, and for the 
certification and accreditation of qualifications. Regulation differs across the varieties 
of capitalism in the world. Social democratic economies determine these regulations 
and standards through collective bargaining and long-term commitments, whereas in 
liberal market economies, these regulations are imposed by the state and are often 
resented by employers and resisted (Brisbois et al, 2009: 17-18). Many professions 
and para-professions are unregulated in ‘liberal market’ training systems leading to 
very poor levels of service. The care industry in the United Kingdom is a perfect 
example here of unregulated para-professional work. Care para-professionals, who 
look after the elderly and sick, are often insufficiently skilled for their jobs (Grimshaw 
and Carroll, 2008: 211). Employers in the sector avoid regulation because this would 
require increased wage levels for more highly skilled workers.

The training grant-levy is the most common form of regulation.  Quebec-Canada 
adopted a 1% levy in 1996. Companies that fail to pay the 1% levy are required to 
pay the shortfall into a fund that is managed by a tripartite Commission. Monies in 
the fund are used to finance training innovations and initiatives that promote work-
related learning. Research evidence suggests that the levy has had some success. 
They cite, for example, the fact that participation by workers over the age of 25 in
work-related learning in Quebec rose much faster than for Canada as a whole 
between 1997 and 2002, almost closing the gap that had existed prior to the training.
The levy has improved the quality of skills investment through its strengthening of 
multi-partite sectoral and regional labour market structures and it’s fostering of more 
systematic approaches to training at the company level and in collective bargaining
(Brisbois et al, 2009: 18).

In Australia, the levy scheme was terminated prematurely after only four years 
because of opposition from employers and the jury is still out on whether regulated 
levy deductions are effective instruments to encourage employers to train. As 
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Brisbois et al suggest, there is an ‘on-going debate, reflecting mixed evidence, about 
whether training levies ought to be part of the policy mix’ (2009: 25). 

Another financial instrument available to the state is tax relief for employers who 
train. However, Lanning and Lawton (2012: 44) have two major criticisms of these 
schemes. First, tax relief favours companies that pay corporation tax and self-
employed people who pay income tax. No similar incentive is available for NGOs, 
small informal firms that pay no tax, or unemployed people. Second, tax relief on 
training is untargeted, with no restrictions on the kind of training that can be 
subsidised. The tax guidelines are usually very broad to interpretation including
health and safety training, team-building and personal development courses.

Similar problems exist with wage cost subsidies for trainees. Brisbois et al (2009: 15, 
23) argue that they are not particularly effective, often resulting in a substitution of 
public funds for private spending on training that would likely have taken place 
anyway without the subsidies. An OECD review of skills upgrading schemes in 
Europe confirmed these ‘deadweight’ effects (OECD, 2006:46). Given the difficulty 
of administering many of these financial incentives, experts recommend a careful 
mix of financial incentives (Ashton, 2006: 4). 
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Chapter Three:

Sector Skills Councils in the United Kingdom: a case of worst 
practice

INTRODUCTION

The United Kingdom (UK) is used as the first SSC case study. This is done for a 
number of reasons, one of which is its long and troubled history. The analysis starts
with a general history of the skills development system in the UK. The discussion 
then examines the SSCs with regard to three critical functions:

 Their articulation with the further education, post-school vocational college 
system (including senior secondary vocational schooling)

 Their role in the production of intermediate skills (including artisans but also 
other forms of intermediate skilling)

 Their role in building a national vocational qualifications (NVQs) system and 
the extent of employer support for such qualifications. 

The analysis will conclude with a critical overview of the success of the SSC system 
in the UK, focusing both on external and internal pressures to the system. 

The schooling system

The UK has a devolved system of governance for education and training. There are
differences between the systems for Scotland, Northern Ireland, Wales and England.
Scotland, in particular, has an education system with a long history of independence 
from other parts of the UK and this has intensified with devolution. This report will 
focus primarily on national training policy, and therefore will use the descriptor ‘UK’ 
to signify this, knowing well that there are significant policy differences with regard to 
Scotland - much of which is not within the ambit of this study. 

Schooling is compulsory from age 5 to 16. The national curriculum comprises 
different compulsory subjects, with core subjects like English, Mathematics, Science 
and ICT serving as the core curricula. At age 16 most pupils take public 
examinations, the General Certificate of Secondary Education (GCSE) which is 
pegged at NQF Level 2 in the UK system (Cedefop, 2005: 23). 

After completion of compulsory education school students may choose between a 
general (academic) or vocational track or take a mixture of the two routes. Normally, 
the upper secondary phase lasts two years, from age 16 to 18 or 19. The final 
qualification received is the General Senior Certificate of Education (GSCE) A-levels 
(Level 3 on the NVQ) – equivalent to South Africa’s matriculation certificate with 
exemption to enter higher education.
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A-levels are elective single subject qualifications. Students are encouraged to study 
up to five subjects in the first year of post-secondary education and upon 
completion, they are awarded the GSCE advanced subsidiary (AS) qualification. 
Those who continue in the second year, study more demanding units in three of 
these five subjects to obtain the full GSCE (A levels) which are pegged at Level 3 
(Cedefop, 2005: 23).  These school phases are simplified in the Figure 3.1:

         Figure 3.1: Simplified overview of the NQF in the United Kingdom

Source: (Cedefop, 2005: 25).

In addition to the academic route highlighted in Figure 3.1, there is a vocational 
progression route. For example, vocational GCSEs are available in eight subjects: 
applied science, applied IT, applied business, applied art and design, engineering, 
manufacturing, health and social care, leisure and tourism (Cedefop, 2005: 27).  

Compared to other industrialised countries, learners’ attainment of the GCSE by the 
age of 16 is good, but staying-on rates after the age of 16 (Level 2 and 3 
qualifications) are poor. Consequently, the proportion of the population having skills 
particularly at Level 3 is lower than in other industrialized countries. For the UK as a 
whole, a major policy concern is that approximately 10% of school leavers at age 16 
do not enter employment, further education or training. Without further government 
intervention they are at risk of remaining permanently unemployed and socially 
excluded – the NEET category discussed in Chapter One (Cedefop, 2005: 13). 

Table 3.1 highlights the low retention rates of learners after compulsory education 
ends at age 16. In 2003, only 72% of students continued with schooling, 11% left 
school and enrolled for vocational training, 8% found employment, and 5% percent 
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were unemployed. However, there are significant regional variations in the UK, with 
unemployment in Scotland reaching 16% in 2003 (Cedefop, 2005: 14). 

Table 3.1: Destination of school leavers in the United Kingdom, 1991-2003

    Source: (Cedefop, 2005: 25).

National vocational qualifications (NVQs)

NVQs are designed for people to gain recognised qualifications for specific 
occupations. They are offered mainly at levels 1, 2 and 3 (see Figure 3.1 above). 
They offer progression routes to further education and training or into the labour 
market. NVQs were designed as qualifications recognising work-based 
competences, but are often achieved through study in FE colleges (Cedefop, 2005: 
29). 

The National Qualifications Framework (NQF) was introduced in 2000 and covered 
England, Wales and Northern Ireland. There are nine levels: entry level and levels 1 
to 8. It includes only qualifications that have been accredited by regulators in each of 
the three nations. The Qualifications and Credit Framework was introduced in 2008 
in an attempt to recognize smaller chunks of learning within the qualifications 
system; it consists of pre-defined units of learning, which can be combined to form 
full qualifications. Ofqual is responsible for approving units and qualification 
structures (City and Guilds, 2012: 145). Two important points arise from the 
introduction of the Qualifications and Credit Framework:

• It operates in parallel to the National Qualifications Framework. Secondary 
education qualifications are unlikely to be transferred over to the new system 
due to political difficulties in restructuring them, and higher education 
qualifications operate within a separate framework. Most other countries with 
qualifications framework operate a single system.

• A broader range of stakeholders are able to help specify the content of credits 
and qualifications. Large employers have responded to this opportunity in 
many cases. Sector Skills Councils, which previously needed to work with 
awarding bodies in order to have an influence on units or qualifications, are 
now able to submit units directly onto the framework (City and Guilds, 2012: 
145-6).



36

Unlike many other countries, qualifications in England are market-driven. This has 
led to a plethora of awarding bodies and the existence of more than 15,000 
regulated qualifications in England. Table 3.2 below profiles a number of these 
varied qualifications on offer in the UK:

Table 3.2: Examples of the wide variety of vocational qualifications available 
in the UK

Entry Level 
Qualifications 

Open to people without any prior qualifications. There are over 100 entry 
level certificate options, including academic subjects, general vocational 
subjects, specific vocational subjects and basic skills such as literacy and 
numeracy. Once entry levels 1 to 3 are complete, learners can progress 
to learning at level 1 on the National Qualifications Framework or 
Qualifications and Credit Framework.

Skills for life Certificates are available in Adult Literacy, Adult Numeracy and ICT. 
Skills for Life qualifications are targeted at learners who have left full-time 
education and do not have an up-to-date English or Mathematics 
qualification at level 2. In some cases, they are also offered by schools to 
14-16 year-olds.

Key Skills 
Qualifications 

These cover cross-sectoral areas such as Communication, Application of 
Numbers, ICT, Working With Others, Improving Own Learning and 
Performance, and Problem Solving.  Offered broadly by schools, 
colleges, private training providers, employers, the Armed
Forces and the Prison Service.

Diplomas A qualification for 14-19 year-olds which offers a combination of academic 
and practical learning. Offers flexibility, including the ability to combine it 
with GCSEs and A levels. Core subjects include English, Mathematics 
and IT, together with a practical project and work experience; the broader 
focus is on a vocational specialism.

BTEC/City & 
Guilds/OCR 
Nationals

Vocational qualifications offered in a variety of sectors, which have an 
industry focus and use the brands of England’s major vocational awarding 
bodies. Sectors can include Art & Design, Business, Health & Social 
Care, IT, Media, Public Services, Science and Sport.

Other Vocational 
Qualifications

Offered by a broad range of awarding bodies, in various sectors and at all 
levels on the Qualifications and Credit Framework. Example awarding 
bodies include the Awarding Body for the Built Environment, Safety 
Training Awards, Counseling and Psychotherapy Central Awarding Body 
and the Institute of Hospitality.

HNCs, HNDs and 
Diplomas of
Higher Education

Higher National Certificates (HNCs) and Higher National Diplomas 
(HNDs) are vocational higher education qualifications, offered by further 
education colleges and universities. With additional study, they can be 
converted into a bachelors degree. Their focus is on the practical 
application of knowledge. Diplomas of Higher Education are similar; they
are ‘highly respected by employers’ and usually only require a year of 
additional study to convert them into a bachelors degree.

Foundation 
Degrees

University-level qualifications, equivalent to the first two years of an 
honours degree, which are designed with a particular area of work in 
mind. It usually involves an element of workplace learning.

    Source: City and Guilds, 2012: 145-146

Quality Assurance System

Qualifications have to be approved by SSCs in order to qualify for public funding. In 
order to approve a qualification, the relevant SSC has to be confident that it is 
needed in its sector. Awarding bodies have to provide SSCs with the following 
information on which to base their decision:
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• Anticipated demand for the proposed qualification.
• How the proposed qualification meets the Sector Qualification Strategy and 

its associated Action Plan.
• The approximate number of units that will make up the proposed qualification.
• The suggested title, formatted according to the Qualifications and Credit 

Framework, and outlining the level.
• Assessment details.
• Progression routes and opportunities (City and Guilds, 2012: 147).

The awarding body uses this written confirmation to demonstrate approval of the 
qualification to Ofqual, which is charged with the regulation of qualifications, 
examinations and assessment in England. When the awarding body submits its 
qualification to Ofqual for accreditation, it must also provide the SSC with details of 
the qualification’s structure, including unit structure and how these units may be 
combined. In the case of ‘high scrutiny’ qualifications, the qualification must be 
submitted to the SSC for a final check before its submission to Ofqual.

Ofqual is currently shifting its focus from regulation of individual qualifications 
towards regulation of awarding bodies, thereby conferring responsibility for quality, 
standards and value for money attached to qualifications on the awarding bodies 
themselves. Ofqual will continue to regulate popular qualifications, but states that the 
sheer number of qualifications in England prohibits it from scrutinising every 
regulated qualification.

Proliferation of NVQs

NQVs were introduced into the UK VET system in the early 1990s, intended only for 
post-16 school phase. However, a range of NVQs were offered at Levels 1 and 2. 
At Level 3 (the culmination of the twelve-year schooling phase), subject choice and 
specialization is wide, and a number of UK students choose a vocational route in the 
final phase of schooling (affecting those who are usually 16-18 years old). By far the 
largest single group of upper secondary students study for A levels and for the ‘sixth 
form’ pathway into higher education. In addition, the Wolf Review of VET shows that 
a very substantial number of students in upper secondary education are enrolled full-
time for non-A level courses which are also ‘Level 3’: and most of these are BTEC 
awards. BTEC Level 3 awards differ markedly from A levels in that they all have a 
more or less specific vocational orientation, but they are also well-recognised by 
higher education, and widely accepted for entry onto degree courses, especially for 
courses in similar areas.  
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Table 3.3 illustrates these different pathways through senior secondary school and 
into higher education and the world of work. 

Table 3.3: Study programmes of 16 and 17 year olds in educational 
institutions

As a percentage of the 16-18 age 
group

A levels only (3+) – the academic route 33%
1 or 2 A levels plus other qualifications 7%
No A levels, but at least one Level 3 course of 
study. Most of these (85%) are for BTEC awards

18%

Level 2 or Level1 or below Level 1 30%
Source: Wolf, 2011: 47

Table 3.3 illustrates the existence of at least three pathways out of school: the first is 
the 39% who are on route to higher education. A second route (18%) comprises 
those on advanced craft or BTEC Level 3 courses with clear progression value.
Wolfe is most concerned about the size of the third grouping (30%) and who 
comprise those who graduate with Level 1 or 2 programmes:

… there are too few apprenticeships and enormous excess demand for places, especially on 
advanced (Level 3) apprenticeships. There are ever fewer jobs. While a good many students 
in Level 2 programmes progress satisfactorily, either to higher-level study or into the job 
market, with new skills, many others do not (Wolf, 2011: 51)

The political history of sector skills councils

SSCs in the UK have had a fifty year history and have survived in one form or 
another through several political administrations. Initially, they were known as 
Industry Training Boards and were established in 1964. They then became Industry 
Lead Bodies in the 1980s. These were renamed National Training Organisations in 
the 1990s and finally SSCs in 2001 (City and Guilds; 2012: 56). 

A number of observations are needed to explain this volatile period. Firstly, the 
constant reform and re-branding of key institutions in the skills development arena in 
the UK has contributed negatively to the levels of criticism that are leveled at the 
SSCs irrespective of whether these criticisms are fair or not. Continuous instability 
generates continuous negativity. Secondly, even thought the Conservative Party in 
the 1980s under Thatcher sought to deregulate and diminish the size and impact of 
the state in the market economy, the new policy levers and the parastatal quango’s 
set up to regulate VET has meant, ironically, an increase in state micro-management 
and bureaucracy and a steep increase in the transactional costs entailed in 
undertaking enterprise training (Steer et al, 2007: 1). Thirdly, notwithstanding all the 
change, there are in fact strong policy continuities between the differing political 
administrations since the early 1980s given that they all adopted the same 
misguided diagnosis of  the UK’s socioeconomic woes – that a concentration on the 
supply side of education would solve most of society’s ills (Keep and James, 2012: 
222; Payne and Keep, 2011: 1).  
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New Labour, 1997-2010

New Labour’s restructuring efforts have undoubtedly made the strongest impact on 
VET and the SSCs. According to Payne and Keep, New Labour’s skills strategy 
rested upon three fundamental assumptions. First, their unshakeable belief in 
supply-side interventions and their neglect of the demand-side. This educational 
policy imperative was strengthened by the absence of any real industrial policy to 
move employers up the value chain towards higher value added production and 
higher levels of productivity. The economic status quo was left untouched, with 
primacy given to increasing educational outputs.  Secondly, the New Labour 
government believed that a focus on improving the education levels of lowly-skilled 
adults and unemployed youth would allow them to move off welfare, enter 
employment and progress in the labour market, thereby contributing to the 
Government’s agenda around social inclusion. And lastly, New Labour believed that 
a significant investment by the state in VET would provide a public subsidy that 
could ‘leverage’ employer ‘buy-in’ and investment in skills (Payne and Keep, 2011: 
4-5). New Labour believed that the education supply-side was the answer to the UK 
competing in the knowledge-based economy on better terms. Grubb terms this faith 
in supply-side restructuring as the neo-liberal ‘educational gospel’– an act of 
ideological ‘faith’ in Neo-liberal dogma about the knowledge economy rather than
one based on empirical evidence (Grubb, 2006: 2).  

Labour’s VET policy platform, 1997-2010

New Labour bought strongly into the idea of Lifelong Learning led by a reinvigorated 
post-secondary education and training sector. A major arm of this would be to 
increase participation rates in the post-secondary system through:

 Attaining increased enrolment and graduation in higher education
 Increasing the number of young school leavers who stay-on beyond 

compulsory education to acquire a Level 2 and Level 3 qualification
 Getting as many lowly-skilled adult employees as possible to reach a Level 2 

qualification (Steer et al, 2007: 9).

Significant success in higher education has been achieved both through increased 
participation but also through expansion of enrolments for higher education 
programmes in the FE college sector (Brown et al, 2008: 4).

New Labour introduced Education Maintenance Allowances for young learners as a 
public subsidy to encourage them to remain in E&T. Before losing the elections in 
2010, Labour was seeking means to legally compel the young to remain in some 
form of learning until the age of 18. They sought to raise the compulsory age limit 
from 16 to 18. This has not yet been achieved legislatively.



40

Another key element of New Labour’s policy platform was the Train-to-Gain
programme which provided subsidy to employers who trained adult employers in 
recognized vocational qualifications, primarily at Level 2 but also at Level 3 (Payne 
and Keep, 2011: 4). 

The New Labour Government also sought to increase apprenticeship numbers. It 
argued that apprenticeships pegged at Level 3 were an obstacle to increasing numbers 
of young people in apprenticeship. Employers claimed that young people applying for 
apprenticeships lacked the educational prerequisites for Level 3 apprenticeship 
(Steedman, 2011: 2). Government resolved this by rebranding government training 
programmes as Level 2 apprenticeships. The numbers of 16-18 year olds in 
apprenticeships rose dramatically between 1996 and 2009 but only at Level 2. The 
negative side of this reform, therefore, was a significant drop in enrolments in higher 
level apprenticeships at Level 3 (Steedman, 2011: 2).

However, the strongest criticisms of the new Labour platform have been about its 
obsession with regulation, control and central planning. A government 
commissioned report acknowledged the problem:

A recent report …. identified the plethora of government agencies with which apprentice 
employers are required to liaise as a major obstacle to participation. The report revealed a 
truly staggering amount of submission writing, documentation, data recording and data 
returns required of employers receiving public funding for apprentice training (The Learning 
and Skills Improvement Service, as quoted in Steedman, 2011:4). 

Steer et al see New Public Management (NPM) methods of governance as the main 
cause of this obsession with performance indicators and targets. NPM is an 
organizational reform methodology based on the introduction of greater competition
for services between the state and private providers, and improving efficiency 
through performance auditing and measurement (2007: 2-4). Payne and Keep 
believe the impact of NPM on VET policy has been huge, contributing to today’s 
‘top-down’ and highly centralized approach:

Essentially, the government set targets in terms of the proportion of the workforce expected 
to hold qualifications at various levels and then directed funding accordingly. These targets,
which were arrived at without meaningful consultation, reflected the Government’s view of 
what constituted legitimate ‘training’ or ‘learning’ and what, in its mind, the state, employers 
and learners ought together to be aspiring towards. Supporting this was a complex 
infrastructure of multi-level planning mechanisms, designed to match skills supply and 
demand (from both learners and employers), together with top-down interventionist forms of 
performance management and control to ensure the responsiveness of colleges and other 
providers (Payne and Keep, 2011: 4).

Keep and James argue that the fundamental problem with the UK VET policy is that 
it is based on a misdiagnosis on the underlying problems facing the UK – which they 
argue are fundamentally about the low demand from employers for higher level 
skills. It is this demand-side issue that needs to be addressed - through interventions 
that reshape employer’s need for higher level skills, work re-organisation and the 
better utilization of newly acquired skills in the workforce. 
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The obsession with the supply-side interventions – over more than three decades –
is a mis-diagnosis that low-skill jobs will disappear if workers are better educated. 
On the contrary, low-skill jobs have persisted into the current era even whilst the 
workforce becomes more educated. Keep and James argue that there are a set of 
mutually reinforcing factors that reduce the incentives acting on individuals and 
employers to participate and invest in education and training. Acting in concert, all of 
these negative factors inhibit the impetus for employers to want to increase the 
levels of education and training or change the nature of precarious and low-skill ‘bad 
jobs’ (Keep and James, 2012: 211).

The Coalition government and its VET and SSC policies

The Coalition Government took office just under two years after the global recession 
of late 2008. It campaigned around issues such as reducing the UK’s severe debt 
problems, restoring order to the public finances, reinvigorating export-led growth and 
reducing the nation’s reliance on financial services. Once in office, the Coalition 
Government introduced large budget cuts which affected the higher and further 
education sectors severely. For example, the budget for further education was 
reduced by 25% from £4.3 billion to £3.2 billion during 2014-15 (Payne and Keep, 
2011: 8). These cuts affected all of Labour Government programmes discussed 
earlier- many of them were terminated. For example, the Coalition Government 
scrapped all public funding for those studying toward Level 3 qualifications over the 
age of 24, and ended the entitlement for people over the age of 25 to take a first 
Level 2 qualification free of charge. Educational Maintenance Allowances for young 
people in full-time education were also scrapped – which affected FE Colleges 
disproportionately because many of these students chose to study at these 
institutions (Payne and Keep, 2011: 11-12).

The coalition government was also very opposed to what it considered Labour’s 
‘culture of bureaucratic central planning and regulatory control’, its obsession with 
targeting and performance measurement, and with learners and colleges chasing  
the money rather than attending to the real demand-side needs of employers (Payne 
and Keep, 2011: 10).

Apart from these budget cuts, commentators argue that there are many continuities 
in VET and SSC policy. The wider education and training framework is ‘still broadly 
congruent with the global trajectory of neo-liberalism’ (Fisher and Simmons, 2012: 
32; see also Steedman, 2011: 2, 4). Payne and Keep argue that the Coalition 
Government is still committed to the view that sees skills supply as the central policy 
lever for delivering both economic performance and social mobility (2011: 9). More 
positively, the Coalition Government is strongly committed to expanding Level 3 
apprenticeships and in fact seeks to develop higher level apprentices with ‘clearer 
progression pathways’ to Level 4 apprenticeships and higher education ((Payne and 
keep, 2011: 11-12).)
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Steedman agrees that old policies and practices continue under new political 
administrations. One example she cites is that the Coalition government has not 
succeeded in resolving the tension between the production of young, pre-
employment apprentices versus developing already employed adult workers with 
work experience into high-skill workers. The government has committed to 
expanding adult apprenticeships and dropping the entitlement to an apprenticeship 
offer to the young. This policy shift has created an unprecedented number of adult 
(over-25) apprenticeships. Adults now occupy a larger share of apprenticeships than 
do the under-19s whose numbers are in decline. Steedman believes government 
should be doing more to promote youth apprenticeships (Level 2) and higher level 
apprenticeships [Levels 3 and 4] (Steedman, 2011: 1, 5-7).

A recent development has been the establishment of a ‘Growth and Innovation 
Fund’ (GIF) - a joint project of the UKCES and the Skills Funding Agency - aimed at 
skills and workplace development. Government will contribute up to £50 million and 
it expects that training will be co-funded by business. The GIF was set up to help 
employers overcome barriers to growth within their sectors and industries. So far the 
government has committed £15 million to:

 Boost innovation and productivity
 Enable industries to set new professional standards
 Support new or extended national skills academies (DBIS Press Release, 6th

June 2012).

Sector Skill Councils

Sector Skill Councils have a long history in the United Kingdom. In 1964 government 
established a system of 27 Industrial Training Boards (ITBs) consisting of both 
employers and trade union representatives, with powers to operate a levy-grant 
system. 

Payne (2007: 7) notes that early on in its history the ITB system was criticised for 
being overly bureaucratic and for failing to take account of the specific problems 
faced by small firms. This criticism gained momentum and the 1973 government 
replaced the existing levy grant system with new levy exemption arrangements and 
established a tripartite Manpower Services Commission (MSC) to oversee 
manpower planning, government training schemes and the ITBs (Payne, 2007: 7).

The slow evolution of ITBs was disrupted by the rise to power of the Thatcher 
government in 1979, which launched what has become known today as the neo-
liberal agenda of deregulation, marketisation and the withdrawal of the state from 
participation in economic activities. Thatcher was also avowedly anti-trade union and 
committed her government to a more market-friendly, employer-led approach to 
training (Payne, 2007: 8) The ITBs were gradually dismantled to be replaced with 
ninety new business-led Non-Statutory Training Organisations (NSTOs), devoid of 
any levy raising powers, and where trade union involvement was by invitation only. 



43

At the time of their abolition, there is evidence to suggest that the ITBs had 
functioned reasonably well and had met with some success in terms of raising the 
overall quantity and quality of training (Payne, 2007: 7). Only two of these industry 
training bodies survived this restructuring and exist today with levy-grant powers -
the Construction and Engineering Industry Training Boards. 

The NSTOs were not very successful, confining their activities to the intelligence and 
information role. Evaluations done in the 1980s showed that their performance to be 
patchy (Payne, 2007: 8). They were then rebranded as Industry Training 
Organisations (ITOs). Between 1987 and 1991, their numbers rose by about a fifth 
to 123, covering five sixths of the workforce. They continued to focus on 
disseminating information and exhorting firms to increase their investment in 
training, as well as acting as Lead Bodies in the development of new competence-
based National Vocational Qualifications (NVQs) (Payne, 2007: 8). Official 
evaluations of these ITOs suggested that while performance was slowly improving, 
many lacked influence within their industries and were often forced by their members 
to focus on short-term issues (Payne, 2007: 9). 

At this stage in the slow evolution of these sector bodies, many commentators 
began noting that the constant re-naming, re-branding and the restructuring of the 
larger institutional environment around sector skills bodies ‘was itself a symptom of 
repeated failure’ (Payne, 2007: 9). These observations however, did not stop the 
New Labour government, elected in 1997, from replacing the 180 ITOs with 76 
National Training Organisations (NTOs). 

SSCs are expected to have employers represented on their boards, along with a 
minimal trade union representation. More broadly, they are assumed to be ‘demand-
led’ bodies representing the interests of employers in their sector. Their main aim is 
to identify what the main skills priorities of employers are and how they might be 
addressed. As part of their core functions, they are required to draft Sector Skills 
Agreements (SSAs) with employers. These agreements are designed to help 
employers identify their present and future skill priorities. They serve as a basis for 
on-going collaborative action with education and training partners (Payne, 2007: 12). 

Payne notes that problems persisted throughout the 1990s and early 2000s with the 
National Skills Task Force in England again expressing concerns about their rate of 
development and capacity to make a substantial impact on skill development (DfEE 
2000). This then led to the formation of a smaller number of larger and more 
effective Sector Skills Councils (SSCs). A total of 25 Sector Skills Councils were 
formed (now down to 22) covering sectors as varied as passenger transport, 
retailing, hospitality, health, social care, freight logistics and the audio-visual 
industry. SSCs have several core strategic goals. These are: 

1. Serve as the voice of employers regarding skills needs;
2. Promote employers' investment in vocational training;
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3. Improve learning supply through the development of apprenticeships, higher 
education and national occupational standards (Payne, 2007: 11).

4. Improve productivity, business and public service performance; 
5. Produce high quality information on emerging demand for skills in the labour

market;
6. Identify skills gaps in the labour market;
7. Develop occupational standards and qualifications;
8. Develop career awareness materials;
9. Offer training to teachers and trainers at all levels;
10. Develop and provide continuing vocational training (Payne, 2007; 12; EC, 

2010: 44).

This is clearly a wide remit. It is the view of many skills commentators, including the 
Alliance of Sector Skills Councils in the UK that SSC’s are extremely underfunded 
for their remit. Another reviewer noted that the remit of SSCs left SSC’s with burdens 
that a government department would struggle to deal with due to the wide ranging 
tasks that government has imposed on them (Bewick and Abbott, 2010: 53).

SSCs are part of a much wider and more complex multi-layered institutional 
architecture for skills planning, including at the top the Skills Funding Agency and 
the UKCES which are the apex bodies for funding and advice to the ministers across
the UK on skills and employment-related matters (Bewick and Abbott, 2910: 48).

FE COLLEGES

One of the key institutional linkages for SSCs to forge are those with further 
education (FE) colleges – as is the case with the Netherlands, Singapore and the 
USA as studied in this report. However, the UK history of FE Colleges and their 
insertion within the wider VET system is distinctive primarily because of their strong 
sense of inferiority and failure to meet the skills needs of employers and the national 
economy. Fisher and Simmons cite from sources more than a century old which 
speak of England as ‘the worst educated country in the world’ (2012: 33). This 
institutional self-deprecation has continued into the present with the Leitch 
Commission of 2006 arguing that:

Our nation’s skills are not world class and we run the risk that this will undermine the UK’s 
long-term prosperity. . .without increased skills we will condemn ourselves to a lingering 
decline in competitiveness, diminishing economic growth and a bleaker future for all. (Leitch 
2006, 1)

Much of this vocational pessimism has roots in a deeply entrenched set of class,
ideological and institutional prejudices against the value and prestige of vocational 
education (Fisher and Simmons, 2012: 31). This antipathy for the vocational has 
spilled over into the labour market, where graduates with vocational qualifications 
are not guaranteed high levels of employability and earnings potential – as is the 
case in the Central and Northern European collective VET systems of Germany, 
Netherland and Denmark (Fisher and Simmons, 2012: 31). All of this history has 
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rubbed off on the institutional image of FE Colleges and SSCs which are the main 
conduits for vocational education in the UK. 

FE Colleges in the UK in their early history were under-funded and relatively 
insignificant. They began as mechanics institutes and centres for adult technical 
education. FE Colleges began to receive funding from local municipalities after 
1944, and by the 1960s their number and size had grown so fast that by the mid-
1980s government began to merge colleges into larger Polytechnics. By 1992, 
significant academic drift had occurred with programmes of higher education, 
leading to 30 polytechnics becoming ‘new’ universities.

Alongside this drift into higher education, the FE sector underwent major reform, the 
most significant of which was to remove them from local municipality control and to 
steer them into highly marketised relations with employers and learners. This 
represented the height of Thatcherite Neo-liberal restructuring in the FE sector. 
Significant dissatisfaction with these changes prevailed in the sector throughout the 
1990s. It was at this crucial point in history that New Labour won the 1997 elections 
and took over government in the UK. To the credit of New Labour, a new era of 
generous funding was initiated. FE Colleges were seen by New Labour as both a 
means of boosting the flagging economy whilst also providing a means for 
enhancing social inclusion. However, Fisher and Simmons see strong continuities 
between Labour and the previous Conservative government policies on FE. It was 
the working class rather than capitalist economic and social relations which were 
seen as the problem which needed to be fixed by institutions such as the FE 
Colleges (2012: 37). British vocational policy since Thatcher has always emphasised 
the ‘individual’ as the key fixer of their own skill deficits, and not the responsibility of 
the collective social system as would be the case in the Central and Northern 
European countries.

A second major change for FE Colleges during this period – besides the new 
funding model based on competitive markets for the provision of skills – was the shift 
to competency-based systems of assessment. Fisher and Simmons define 
competency-based education (CBE) as a mode of curriculum that focuses primarily 
on what individuals can do rather than on what they know. It is highly instrumental to 
the particular needs of ‘performance’ in employment contexts which are used to 
define individual competencies (2012: 39). Unit standards are used to specify the 
‘performance’ of competence and its assessment. Satisfactory demonstration of a 
particular competence is usually rewarded through small unit standard credit points 
which accumulate with other unit standards to form a whole qualification. 

This approach has now become globally all-pervasive, with the EU encouraging 
CBE amongst its old and new members and Southern African countries also 
adopting CBE models. There is significant opposition to this curricula and 
assessment shift in the UK and globally – a shift away from traditional school and 
post-school curricula towards a model which views knowledge and skill as a set of 
discrete performance related tasks (Fisher and Simmons, 2012: 40). Nonetheless, 
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despite this opposition and criticism, OBE was introduced across the FE College and 
national vocational qualifications systems during the 1990s and 2000s in the UK. 

A third important feature of the FE Colleges in the UK to take note of is the growth of 
higher education programmes in FE Colleges. It occurred partly because of the shift 
in funding forcing colleges to find markets for new training courses. Learner uptake 
of higher education programmes in FE Colleges became a boom industry. This 
process was encouraged by the Dearing Report of 1997 which recommended that 
renewed growth should be concentrated at the sub-degree levels in further 
education colleges. By the mid-2000s there were two discernable models of FE-HE 
articulation in the English and Scottish systems. In England, about 11% of higher 
education students were taught in further education settings and most of them were 
concentrated in a minority of colleges. In Scotland, 25% of all higher education 
students were enrolled in further education establishments and nearly all colleges 
have significant amounts of work at these higher education levels (Parry, 2006: 4). 

The growth in pre-degree enrolments was to receive a boost in the early 2000s 
when the Blair government launched a new two-year ‘foundation degree’ – which 
was invented to enhance the standing of vocational sub-degree higher education. A
target of 50% of the 18 to 30 year old age group in higher education was identified to 
lead the drive to widening participation, to close the ‘skills gap’ at the intermediate 
levels, and to achieve near-universal access by the year 2010 (Parry, 2006: 14). 

APPRENTICESHIPS 

Ryan defines an ‘apprentice’ as an intermediate occupational category that is distinct 
from both an already employed worker and a full-time student. Traditionally, it 
comprised ‘the attachment of a young person to an employer for a period of years, in 
which labour services are exchanged for the opportunity to learn a skilled 
occupation’ (2012: 404-405).Today apprenticeship includes some form of 
classroom-based education. Apprenticeship denotes programmes of learning that 
combine part-time formal education with training and experience at the workplace, 
and result in an externally recognised vocational qualification (Ryan, 2012: 405). 
However, for Ryan, the distinctive attribute of apprenticeships is the ‘blending’ within 
an integrated occupationally-oriented programme, of theory and practice, and thus of 
technical knowledge and practical skill. In recent years in the UK, this blending has 
weakened to the detriment of the quality of apprenticeship training as we shall see 
below. The differing components of the apprenticeship model in the UK include:

1. A national vocation qualification delivered and assessed mainly in the 
workplace;

2. Acquisition of ‘key skill’ credits such as communication, numeracy and ICT at 
an appropriate level; and

3. A technical certificate which shows proof that the apprentice has acquired the 
underpinning knowledge required for all the areas of technical work (Cedefop, 
2005: 31).
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Part of the weakening of this ‘blending’ lies in the structure of the British economy, 
where many employers choose to use apprenticeships as a source of low-cost 
intermediate labour rather than as the focal point in the development of their future 
skilled labour (Ryan, 2012: 408). 

Another limitation is the dilution of the general educational underpinnings of 
apprenticeships – especially the numeracy, literacy and problem solving skills 
needed in contemporary work settings. Ryan notes that most apprenticeships in
service occupations involve little or no vocational education at all in the UK. He 
further notes that advocates of CBE commonly assert that the blending of college 
and workplace is not important for learning, and that a purely workplace-based 
programme can be optimal. This route sees theoretical principles acquired in a 
workplace context through the acquisition of competence in particular vocation
tasks. Critics believe this route runs the risk of downgrading or excluding the critical 
numeracy, literacy, problem-solving and communication skills needed by every 
worker and citizen (Ryan, 2012: 411).  

Wolf, in her review of the UK vocational education system in 2011, raises other 
limitations of the apprenticeship system in the UK. She cites two major longitudinal 
studies to highlight the decline of the apprenticeship system in the UK over the past 
four decades:

Two of this country’s big longitudinal studies, tracking those born in 1958, and those born in 
1970, provide, fortuitously, information from either side of the period when traditional 
apprenticeships declined precipitously, and the government introduced its major NVQ 
reforms. For the 1958-born cohort, apprenticeship was the dominant mode of vocational 
education and training, often combined with a formal qualification (typically City and Guilds). 
For this generation, there are major positive returns to vocational qualifications, including 
those at Level 2, through into middle age. For those born just 12 years later in 1970, and 
leaving school in the mid to late ’80s, far fewer apprenticeships were available and lower 
level vocational qualifications had become, effectively, worthless. (Wolf, 2011: 70).

Steedman provides a tabular summation of the differences between the UK and 
central European model of Apprenticeship. This is outlined in Table 3.4 below. It is 
evident that there are many features of UK apprenticeships which differ greatly from 
the German/Central European tradition. For example, training time is much shorter 
in the UK, and artisan qualifications are issued at much lower levels. A large private 
sector education and training market provides work-based training, whereas in
Germany, Austria and Switzerland, it is provided the employer. 
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Table 3.4: Comparing apprenticeship models in England and other 
European countries, 2011

Apprenticeship:
England 

Apprenticeship:
Austria, Germany and Switzerland 

Employed status Trainee status 
Wage (high relative to other countries) Trainee allowance 
Short duration (average one year) Long duration (average three years) 
Most at lower skill level (Level 2) Most at higher skill level (Level 3) 
Outside providers train Employers train on-the-job 
Only 60% of apprentices are under 25 Apprentices are normally under 25 
Minimum100 hours off-the-job training Minimum 900 hours off-the-job training 
4-8% of employers train apprentices 25-30% of employers train apprentices 

        Source: Steedman: 2011: 3

Fuller and Unwin provide recent data on apprenticeship enrolments. According to 
their data, 457100 people started a government-supported apprenticeship in 
England in 2010/11 with the following distribution across the differing levels:

 Intermediate Apprenticeship (Level 2) 301 000
 Advanced Apprenticeship (Level 3) 153 900
 Higher Apprenticeship (Level 4)               2 200 (Fuller and Unwin, 2012: 16)

There is significant diversity in the skill levels needed for apprenticeship in differing 
sectors. These differing levels of Apprenticeship – between Levels 2 and 3 - begin to 
give some idea of the diversity of apprenticeships between sectors. For instance, in 
the electro-technical area, all apprentices follow the Advanced Apprenticeship (Level 
3). In contrast to this, all apprenticeships in Retail (90 per cent), Hairdressing (70 per 
cent) and Construction (75 per cent) follow a Level 2 programme (Fuller and Unwin, 
2012: 17). The shift to the services sector over the past decade has seen the 
formation of new apprenticeships in the services sector, but most are pegged at 
Level 2.   

ISSUES FACING APPRENTICESHIP TODAY 

Although the efforts of both the Labour government during the period 1997–2010 
and currently the Coalition government (2010 onwards) to grow the enrolments of 
apprenticeship has succeeded, there are a number of limitations associated with this 
growth. As Steedman points out, this growth is not reflective of increased demand 
from employers, but rather, increased funding from government to support private 
trainers to increase the number of trained artisans (2011: 5). 

‘Young’ versus ‘Older’ Apprentices

A second problem is the emerging preference for older workers over inexperienced 
young workers. This is a global tension in the post-school system – whether to train 
young people faced with unemployment, or to train less-skilled current workers to 
higher levels of artisanal skill. While overall numbers are up - apprenticeships have 
increased from 280,000 in 2009/10 to 443,000 in 2010/11 (an increase of 58%) - under-
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19 enrolments have increased by a smaller margin of only  10%. The under-19s now get 
a smaller share (29%) of apprenticeship places than do the over-25s (40%) [Steedman, 
2011: 5]. Steedman argues that the funding and qualifications regime provide 
employers with the wrong incentives, and the SSC and VET system ends up with 
perverse outcomes – these being: little emphasis on the young, more emphasis on 
older employed workers but at lower levels (Levels 2) rather than a focus on 
reaching higher levels of artisanal skill at levels 3 and 4: 

The coalition government should develop a simpler model that prioritises high skills and 
directs public funds for apprenticeship to any employer who can give young people long-
duration, high-quality training (Steedman, 2011: 1).

Private providers 

Private providers of training are a key cog in the SSC and VET system in the UK. 
Steedman argues that because of the low uptake of apprenticeships by employers, 
the task of reviving them has fallen to government. She argues that responsibility for 
meeting government targets is ‘delegated to government agencies, awarding bodies 
and government-funded sector skill agencies who all supposedly “represent”
employers’ (Steedman, 2011: 4). However, actual training of apprentices is done by 
private providers. They act as brokers between government agencies and 
apprentice employers. They contract directly with the government funding agency to 
‘deliver’ a given number of apprenticeships annually. These private providers also 
act to seek out employers willing to employ an apprentice or alternatively they may 
offer apprenticeships to the company’s employees. They provide and assess the 
required elements of the apprenticeship framework and manage the associated data 
recording requirements (Steedman, 2011: 5). 

Wolf concurs with this assessment of apprenticeship training, remarking that unlike 
the Central European VET systems which have two agencies involved in 
apprenticeship training - employers and off-the-job teaching institutions - the UK has 
three with private providers playing a dominant role (Wolf, 2011: 80). This 
complicates the institutional architecture underpinning apprenticeship training even 
further.

Awarding bodies 

Another surprising institutional feature of the British model of education and training 
is the existence of independent qualification ‘awarding bodies’. Qualifications in the 
UK are not awarded by the state and were, until recently, not designed by it either 
(Wolf, 2011: 55). Most other developed countries not only have far fewer separate 
qualifications, but most of them, especially for young people, are developed, run and 
awarded by governments (Wolf, 2011: 55). 

A good example of VET qualifications awarded by independent bodies are the 
‘BTECs’ which were developed in the 1980s by the Business and Technology 
Education Council as advanced post-compulsory awards. They were originally full-
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time (Diplomas) or part-time (Certificates). They grew rapidly in volume as a major 
part of 16-19 education alongside A levels. Many young people who take Level 3 
‘BTEC Nationals’ continue to higher education. More recently, lower level awards 
have been offered as part of the BTEC ‘stable’ including BTEC Firsts at Level 2 
(Wolf, 2011: 49). The awarding body - Edexcel/Pearson, which is part of the giant 
Pearson education group - takes responsibility for ‘verifying’ standards across 
institutions. Table 3.5 provides examples of other awarding bodies:

Table 3.5: Other examples of Awarding Bodies
ABC Awarding body established in 1998 through a merger of some regional awarding 

bodies in England
AABPS Accrediting and Assessment Bureau for Post-Secondary Schools
CACHE Council for Awards in Care, Health and Education
City &Guilds City and Guilds of London Institute, founded 1878
Edexcel Founded in 1996 from the merger of the Business Technology and Education 

Council (BTEC) and the University of London Examinations and Assessment 
Council (ULEAC) – which in 2004 became fully owned by Pearson plc

EDI Education Development International
FAQ Future Awards and Qualifications
FDQ Specialist body for the Food and Drink industry
IAM Institute of Administrative Management
iCQ Qualifications awarded by iCAN Qualifications Ltd
IMIAL IMI Awards Ltd (focus on motor industry)
KPA Kaplan Professional Awards – division of Kaplan Financial
OCR Oxford, Cambridge and RSA Examinations – charity owned by Cambridge 

Assessment
Source: Fuller and Unwin, 2012: 46

Awarding bodies and SSCs

With the creation of the NVQs in the early 1980s, industry skills bodies (now called 
SSCs) have come to occupy a powerful position regarding the design and approval 
of ‘standards’ and therefore, the construction of most NVQs. In the Wolf Review of 
2011, it was argued that SSCs have become, in the last few years, de facto
designers and first-line accreditors of most non-HE qualifications. In some cases, 
SSCs play a very active part in deciding which awarding bodies will be allowed to 
offer a qualification in a given area. This role in the design and accreditation of 
NVQs is very unusual by international standards. The usual pattern is for employer 
groups to ‘advise’ government (Wolf, 2011: 60). Once qualifications have been 
accredited by the SSC and Ofqual, they then qualify to get funding through 
government’s various funding mechanisms.

‘Ofqual’ is the qualifications and examinations regulator. A great deal of its effort is 
directed at accrediting individual qualifications in their thousands, as well as 
regulating awarding bodies. It also monitors the development of occupational 
‘standards’ which underpin the NVQ system. The final decision on whether or not a
qualification (accredited or otherwise) can be funded for use in 14-19 education rests
with the Secretary of State, assuming prior accreditation with a SSC and approval 
from Ofqual. 
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Weak progression to higher education

Fuller and Unwin argue that during the process of creating and launching the NVQs, 
governments since the 1980s have repeatedly made a false promise about the 
equivalence of these vocational qualifications, particularly around progression 
possibilities into higher education. Fuller and Unwin argue that ‘there is a danger that 
some apprentices and vocational students will hit a form of vocational glass ceiling’ 
(2012: 6). There is little evidence of successful progression to higher education for 
apprentices and others who acquired intermediate level vocational qualifications. 
One study shows that only 6% of Level 3 apprentices go onto study in higher 
education within four years of completing their apprenticeship (Fuller and Unwin, 
2012: 22). Reasons for this poor progression include the cultural antipathy towards 
vocationalism and their low currency in the labour market. But it also has to do with 
the rules of entry into higher education which differentially assign credit points to 
academic and vocational qualifications. The Universities and Colleges Admissions 
Service (UCAS) is the British agency responsible for managing student applications 
to study at university and college. This agency processes more than two million 
applications each year. Fuller and Unwin, in a case study of four occupational 
routes, show how UCAS rules disallow entry into higher education especially for 
graduates with vocational qualifications from the services sector (early learning and 
business administration), most of which do not score highly on the UCAS ratings 
system. In contrast, a BTEC in Engineering scores sufficient points to enter higher 
education. Similarly with a Level 3 Diploma in Accounting [AAT] (2012: 25). 
However, even though these two programmes received acceptable scores on the 
UCAS rating system, learners with these qualifications do not automatically qualify 
for entry into higher education as individual institutions can require them to obtain 
additional qualifications to make the minimum entrance requirements for a bachelors 
degree. They conclude:

… the reality of Level 3 is very different from the illusion of a level-based qualifications’ 
framework. This means there are serious questions about the ability of Level 3 
apprenticeship frameworks to generate the currency necessary for more apprentices to 
progress to higher level study and, particularly, to access bachelor degrees (Fuller and 
Unwin, 2012: 38)

POSITIVE FEATURES OF THE SKILLS DEVELOPMENT SYSTEM

Group Training Organizations

Group Training Organizations (GTOs) in the UK are one of the most important forms 
of successful collective action amongst employers regarding skills development. 
They have operated quietly in the background of the VET System since the 1940s. 
Currently, about 10% of all youth apprentices in the UK are undertaken by GTOs. 
They are not-for-profit bodies governed by boards comprised of employer and 
community representatives which provide a ‘brokerage’ service between a group of 
firms regarding training. 
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Cooney and Gospel define GTOs as multi-employer groupings that provide 
collective goods to the firms which use their services. They are brokers of training 
through inter-firm networks of often small and medium-sized firms, but unlike private 
training providers they do this on a not-for profit basis and use surpluses to further 
develop the collective provision of services (2008: 421).This form of cooperation is at 
its strongest when firms come together to develop compatible sets of skills and 
competencies, such as may be found in firms linked through supply chains and 
production clusters. Here, cooperative training activities are often complementary to 
other strong links between firms (2008, 412-413).

Although starting in the late 1940s during the revival of British manufacturing after 
the war, GTOs have had a ‘up and down’ history which parallels that of the UK VET 
system. In the 2000s their fortunes rose with they got more official encouragement 
from the Labour Party. Currently, there are about 150 such GTOs operating. Most 
have member firms whom pay a nominal fee to benefit from the training facilities 
offered by the GTO.

Employers prefer to use GTOs rather than train themselves mainly because the 
GTO ‘shares costs, increases flexibility and provides higher quality training’ (Cooney 
and Gospel, 2008: 414). They are seen by their membership to provide a better 
service than other private and public providers - training specific to employer needs. 
Cooney and Gospel argue that employers prefer this ‘arm’s-length’ approach to 
training than taking on the burden of doing training themselves. 

Most of the GTOs are in the field of engineering where they train about 30 percent of 
all engineering apprentices in the UK. The operational responsibilities include 
recruitment of the young apprentices and their induction to the trade. Thereafter, the 
GTO places them with a firm, which then directly employs them. The GTO will then 
organise the off-the-job training, either in their own facilities (about 50% have their 
own facilities) or in a further education college (Cooney and Gospel, 2008: 415).
They also provide monitoring and assessment services of the on-the-job training
component. A key benefit of GTOs is that they sometimes rotate apprentices 
between several small and micro enterprises who cannot otherwise afford to 
sponsor one apprentice full-time over the required training period. They do not 
perform any standards or curriculum design activities – they focus purely on the 
delivery of high-quality training. In more recent years, the GTOs have become 
dependent on government funding, especially in intermediate skill areas outside of 
engineering such as those in the services sector (Cooney and Gospel, 2008: 416).  

Many of the benefits of GTOs as evident in the UK were observed by Australian 
skills development planners, and the scheme was adopted as official policy in the 
1970s and promoted extensively in the 1990s and 2000s. The Australian model is 
slightly different because the GTO directly employs the apprentice trainee, does not 
provide any training themselves but coordinates the provision of off-the-job 
education and on-the job training on behalf of the collective of firms.  However, in 
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both the UK and Australian context, the benefits of this route are similar: they 
provide a ‘brokerage’ and ‘coordination’ service to employers who would otherwise 
not train; they act to help overcome the poaching problems traditionally associated 
with apprenticeship; they assist small and micro enterprises to overcome the 
obstacles to apprenticeship training by rotating a single apprentice across several 
SMEs; they reduce the administrative (transaction) costs of undertaking training; 
they provide a ‘pastoral’ role to trainees during the training phase; and they provide 
trainees with a higher quality and broader spread of work-based experience than is 
the case in other types of private or public VET provision. Cooney and Gospel argue 
that these forms of collective action are more widespread in Anglo-Saxon liberal 
free-market economies such as the UK and Australia than has been previously 
recognised (Cooney and Gospel, 2008: 422, 424).

National Skills Academies

National Skills Academies (NSAs) form an integral part of the SSC system, many of 
them as subsidiaries and ‘delivery arms’ of their Sector Skills Councils, working 
through networks of selected specialist providers to develop and deliver tailored 
skills to meet employers’ needs and to stimulate increased employer investment
(NSASN, 2012: 5).

By 2011 ten such delivery agencies had been set up. They are in the following 
sectors: Construction, Financial Services, Food and Drink Manufacturing, Creative 
and Cultural Skills, Hospitality, Nuclear, Process Industries, Retail, and Sport and 
Active Leisure (years (DBIS, 2011: 7). NSAs are intended to ‘bring employers 
together with specialist training organisations to develop solutions which tackle the 
skills challenges facing their sector, and contribute to world-class competitiveness 
through increased skills levels and employer investment’ (City and Guilds, 2012: 58) 

The NTAs have prioritised relations with large employers in their first phase of 
operation. This occurred for a range of reasons, including the need to build a profile, 
meet challenging employer investment targets, and reach a large number of 
employees. However, this initial focus led to some criticism that the NSAs are 
neglecting SMEs (DBIS, 2011: 8).

Function

As with the GTOs discussed earlier, the NSA plays an important brokerage role 
between employers to ensure high quality training takes place appropriate to 
employer needs. Some NSAs are offering a “‘one-stop-shop’ set of services from 
training needs analysis through to provider referral or development of bespoke 
training programmes to address specific needs” (DBIS, 2011: 8). Additional functions 
are to:
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1. Develop new courses and qualifications to fill gaps in provision and address 
skill needs such as the development of new Apprenticeship frameworks and 
Foundation Degrees in various sectors. 

2. Deliver training in more flexible ways, such as forming employer groups to 
collaborate on training and by promoting shared Apprenticeship schemes. 
This was particularly effective in meeting the needs of SMEs. Several NSAs 
had developed innovative ways to remove the barriers and perceived risks 
involved in taking on an apprentice for SMEs. 

3. Deliver training in more flexible settings – including promoting the delivery of 
Higher Education (HE) in Further Education Colleges, through brokering 
partnership arrangements between universities and their members to deliver 
Foundation Degrees (DBIS, 2011: 8). 

The brokerage role extends to private training providers who are expected to work 
closely with the NSAs. The benefits include acquiring the ‘kudos’ of being part of a 
branded National Skills Academy network. NSAs also offer wider networking 
opportunities for private providers to work in new markets [for example, across 
different sectors] (DBIS, 2011: 9).  Brokerage is also about ‘leveraging’ higher levels 
of employer investment in training in critical areas (NSASN, 2012: 7).

Impact

In an evaluation of the operational impact of the first three years of NSA delivery, the 
Department of Business, Innovation and Skills (DBIS) argues that all NSAs had 
strong employer representation and participation on their national Boards. There 
was also positive evidence showing that having an employer-led Board did have an 
impact on the strategy and operation of each NSA (DBIS, 2011: 7). More 
specifically, the DBIS found that NSAs did in fact raise new employer investment in 
skills predominantly in Apprenticeships and Foundation Degrees where none existed 
previously. These developments were not solely funded by employers, but through 
co-financing with the government through the Skills Funding Agency (DBIS, 2011: 
10). A City and Guilds evaluation of the SSC system in the UK was more 
enthusiastic arguing that NSAs have been a successful element of the sectoral skills 
system. They have leveraged significant employer investment noting that the first ten 
skills academies had secured £58 million in employer investment by late 2010. City 
and Guilds also suggested that there should be a clear separation between the roles 
of SSCs and National Skills Academies, with SSCs retaining a strategic role and 
National Skills Academies acting as the delivery arm of sector-specific training. (City 
and Guilds, 2012: 59-60).

The National Skills Academy Strategic Network (NSASN) argues that another 
feature of this brokerage role is ‘dialogue’ between employers and other strategic 
stakeholders, and they claim several areas of success which form part of this 
dialogic brokerage role. For example, the National Skills Academy for Railway
Engineering has succeeded in bringing together all the professional engineering 
institutions with an interest in railway engineering, and signed a Memorandum of
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Understanding with them all to develop and agree to alternative paths to 
membership and registered Professional Engineering status. This is believed to be 
unique in the UK as it is the first time that all the institutions have agreed to 
collaborate on such an initiative.

High-skill apprentices 

Many of the NSAs have consciously focused on developing high-skill 
apprenticeships in sectors and sub-sectors where this would not otherwise have 
taken place. Collectively, the NSASN estimates that 10 000 apprentices have 
already benefited from NSA intervention. NSAs concentrate on doing things that 
have not happened before. This might mean, for example, ‘developing a high-level 
apprenticeship model in a sector where none previously existed (for example, 
Hospitality) or developing apprenticeships in a sector that has little heritage of this 
employment route’ (NSASN, 20012: 39) 

National Skills Academies and Group Training organizations share certain common 
objectives: they both operative to mobilize the collective actions of employer and 
training providers, and the both utilize brokerage and dialogue to leverage employer 
action, both individually and collectively.  Both have been received by academics 
and public VET officials as being relatively success in their impact. 

SSC PERFORMANCE: POOR TRACK RECORD

The next section will raise eleven of the most pressing criticisms that have been raised in 
the international literature on the SSC system in the UK.

Sector variance 

One of the biggest problems faced by SSCs is the wide variety of sectors.  
Differences in skill demand, utilization and productivity levels make a ‘one-size-fits-
all’ skills development policy impossible to implement. For example, in the United 
Kingdom, Mining, Manufacturing and Electricity and Gas are sectors in severe 
decline. Three other sectors have made a disproportionate contribution to the United 
Kingdom’s overall poor productivity ranking. These sectors are: wholesale and retail; 
financial services; and education and health. Only a few sectors in the British 
economy have productivity levels which are globally competitive. These are: 

 Agriculture, hunting, forestry and fishing — globally, the United Kingdom is 
second only to Japan in these sub-sectors. 

 Manufacture of food, drink and tobacco — second only to Canada. 
 Manufacture of furniture, jewellery, musical instruments, toys and 

miscellaneous products and recycling —first amongst the international 
competitors.

 Transport — second only to the United States (Jagger et al, 2005: xii, 86). 
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Such variance requires complicated interventions and high levels of state capacity in 
both industrial and skills policy – capabilities which are not always present even in 
advanced economies such as the United Kingdom (Jagger et al, 2005: 86).

Diversity also exists amongst employers in terms of size of firm – large versus very 
small. SSCs struggle to get small employers involved in their activities, and to train 
employees. Representation and voice become complicated here, as it is most often 
the large employers who have spare resources to allocate to participation in SSC 
committees.

The spatial dimension  

Another problem associated with SSCs is that they tend to be organised as national 
entities, whereas the reality is often that sectoral activities occur regionally. Other 
employer bodies operating sectorally then begin to compete and jostle for positions 
with SSCs which operate nationally Complicating this issue further is the difficulty of 
extracting key data regionally rather than nationally (UKCES, 2010: 39-40).

Lack of employer buy-in

The most vocal and repeated of all criticisms of the SSC system in the UK is the 
claim of limited employer ‘buy-in’. For example, in an important review of employer 
voice in the United Kingdom SSCs, the UKCES noted the following problems:

1. There is a mismatch of expectations between employers, public sector 
partners and government about what employers are being asked to do. The 
‘deal’ that they are signing up to can be ambiguous and misleading.

2. Employers are frustrated. They expect to see a return on their investment of 
time - the kind of impact that translates into business benefits. Many of the 
employer-led structures operating in the current system are not able to 
provide evidence of this kind of impact.

3. Employers do want choice about how and where they articulate their views, 
but they don’t want a crowded and complex landscape where it is difficult to 
understand where they can have most influence on issues that matter
(UKCES, 2010: 3).

The UKCES notes further that many bodies billed as ‘employer-led’ have few or no 
actual employers directly involved. This has led to ‘disillusionment for both 
employers and public sector partners and a degree of cynicism about the extent to 
which real employer views are being captured’ (UKCES, 2010: 14). This lack of 
employer buy-in throws up a big gap between the official policy rhetoric about 
‘employer-led’ and the actual reality on the ground. 

Payne argues that historically weak British employer associations are part of the 
problem, made worse by the collapse of multi-employer, industry-level collective 
bargaining in the United Kingdom (Payne, 2007: 10-11). Lanning and Lawton note a 
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‘cultural resistance to social partnership among many employer representative 
bodies’ in the United Kingdom (Lanning and Lawton, 2012: 37).

Statist models

In contrast to employer-led approaches, the system which has evolved in the United 
Kingdom (and South Africa) is civil servant dominated, with government imposing 
national skills policy frameworks on employers without their consent and buy-in. The 
UKCES states this contradictory reality bluntly: ‘the public sector is the main driver 
behind some “employer-led” arrangements so the idea of employer leadership is a 
misnomer’ (2010: 16). Lanning and Lawton (2012: 3) agree and argue that the 
failure to engage employers has led to an over-reliance on centralised state-led 
programmes and institutions to fill the gap. This failure to gain employer involvement 
is reflected in the funding arrangements of the UK SSCs. Initially government 
provided the start-up funding with the hope that over time the SSCs would be self-
financing. This has never happened and employer contributions to the SSC 
remained limited (Payne, 2007;17).

Ashton argues that the remit of the SSCs is not to represent and reflect employer 
skill needs, but to respond to the national policy agenda of government. He provides 
an example of the Train to Gain campaign currently being implemented in the UK. 
Employers, may require training at Level 3 on the NQF (post-matric) but the policy of 
government is to deliver places at Level 2 (assisting disadvantaged workers 
complete a secondary school certificate). Employers loose out and can only train at 
Level 2 using government money (Ashton, 2006: 7, 10).  

The 2011 Wolf Commission in the United Kingdom, although reviewing the wider 
VET system, and not just the SSCs, made the following observations regarding the 
highly centralized VET system:

The priority must be to move vocational education away from the sclerotic, expensive, 
centralised and over-detailed approach that has been the hallmark of the last two decades. 
Such a system inevitably generates high costs, long delays and irrational decisions…. The 
major causes are the complex, expensive and inflexible regulatory system created by 
successive governments, and the perverse incentives created by current funding and
accountability mechanisms. Unravelling this government-created tangle, and restoring clear, 
direct links between 14-19 vocational education on the one hand, and the labour market and 
higher level training and study on the other, is therefore a major priority for the future of 
millions of young people (Wolf, 2011: 21, 45).

Lanning and Lawton (2012: 20) is critical of the performance of SSCs. They argue 
that the effectiveness of SSCs varies considerably; the model is more effective in 
sectors with a history of collective employer investment in training, such as 
construction and automotive manufacturing, or sectors dominated by graduates and 
high-level occupations, such as the creative industries. The authors identify three 
causal factors behind the weaknesses of the SSCs: 
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1. These supposedly employer-led bodies are largely funded by the state, have 
their strategic objectives set by the state and are expected to help deliver the 
state’s skills policy. This genesis makes it difficult for many of the SSCs to 
engage with employers in the sector. 

2. The effectiveness of SSCs is limited by their lack of remit to consider the 
wider issues of employment relations, labour market regulation, work 
organisation and business strategies within their sector. SSCs can only 
articulate employer demand for skills within the parameters of their sector’s 
existing business models. This approach has been consistently unable to 
ensure that improved skill supply is matched by greater demand for, and 
utilisation of, skills in the workplace. 

3. And finally, many SSCs lack the resources and responsibilities to become 
powerful sector bodies. All state funding is routed through the national skills 
funding agency, and only two industry bodies have compulsory levy-grant 
powers.

Tanning and Watkins argue that the strong focus on skills as the solution to weak 
productivity, low wages and poor progression opportunities has led to an over-
reliance on the state to fill the gap left by the market and it has overplayed the ability 
of skills policy alone to achieve economic competitiveness and social justice (2012: 
21). 

Targeting  

The establishment of targets in the United Kingdom system has also had negative 
effects. Targets are generally national in orientation, and are not sufficiently 
calibrated to take regional or sectoral differences into account. They therefore have 
the effect of imposing ‘one-size-fits-all’ solutions onto all sectors. Secondly, targets 
also tend to encourage SSCs and other training providers to opt for the quickest, 
easiest and cheapest routes to meeting quantitative targets – irrespective of real 
demand-side need. And lastly, they often have perverse effects, as was the case 
with Train to Gain. This campaign arose from the recommendations of the Leitch 
Review on VET, which recommended that all existing workers with incomplete 
secondary schooling should be assisted by employers to improve their education to 
Level 2. However, many employers have been frustrated at this focus, as many of 
their skill needs are higher (Level 3 and above) [Payne, 2007: 26-31]. Wolf is 
particularly critical of the VET routes provided for people to obtain Level 2 
certificates – NVQs without Mathematics and English as core competencies (Wolf, 
2011: 61). These are vocational qualifications devoid of a sound general education 
underpinning and with no real labour market appeal and value (2011: 44).

Stuck in a low-skill equilibrium

As outlined in Chapter One of this report, the United Kingdom economy is a liberal 
market economy characterised by a ‘low skill equilibrium’. Determined largely by 
product market and competitiveness strategy, many British firms are happy to 
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compete on the basis of low-skill, low value-added products, often for the internal 
market, than have to compete at higher costs and wages on export markets (Payne, 
2007: 5). In this scenario, skills development and training are not a priority. Breaking 
out of this ‘low road’ trap is not that easy as successive government reform 
strategies have discovered. 

Wolf argues that a ‘low skill equilibrium’ is further entrenched by the fact that there 
are more educated people than there are skilled jobs in the United Kingdom, and 
contrary to conventional wisdom, unskilled jobs have not disappeared. The bulk of 
new jobs are low skill – jobs for which many young workers are already over-
qualified (Wolf, 2011: 36). Brown et al (2008) confirm this logic, arguing that the 
increases in higher education levels in the United Kingdom (approaching 40% of the 
age appropriate cohort) have not been matched by an increase in high-skill jobs. 
The opposite has occurred with the off-shoring of high-skill UK jobs. Brown et al
foresee significant downward pressure on the incomes and benefits of educated 
labour in the UK in the longer term (Brown et al, 2008: 14).

Neglect of SMEs 

Cedefop, a European Union Research Centre on VET based in Athens, argues that 
one of the strongest reasons for forming sectoral skills bodies is because of the 
constraints that face small and micro enterprises (SMEs). Cedefop argues that that it 
is: 

… only large multinationals that can afford internal structures to monitor future trends and 
respond with appropriate human resources development strategies. Smaller companies need 
to bundle their resources with others that have similar needs. Well-organised sectors are 
more capable of anticipating change (Cedefop, 2009a: 7).

However, in the UK context, the SSCs has failed to come to the assistance of SMEs 
(Payne, 2007: 13). In a study of four SSCs Payne noted that it was generally 
accepted by interviewees that larger firms were on the whole easier to engage at all 
levels and that the main challenges were in relation to SMEs. For example, in the 
energy and utilities sector, employer engagement was easy because there was a 
relatively small number of big players - 26 water companies, the big companies like 
British Gas, Centrica and the electricity generators. However, it was a different story 
in waste management and downstream gas (those involved in the installation and 
maintenance of domestic gas appliances), where there existed a big raft of SMEs 
and sole traders who had to be engaged indirectly through various trade bodies
(Payne, 2007: 18-19). The same problems existed in the retail sector. For example, 
as one respondent to Payne’s questionnaire in the motor retail sector indicated:

90% of our footprint is made up of micro-businesses employing less than 10 people and they 
are very difficult to engage at all levels. They tend to be busy and overstretched.They literally 
don't answer the phone and if they do they either hang up or think that you are trying to sell 
them something. (Payne, 2007: 19)
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Small businesses are notoriously difficult to organize and influence. Yet they make 
up the majority of firms in many key sectors of national economies. This is a 
dilemma faced by many SSCs in their attempts to try improve training practices 
amongst small businesses. The problems faced by small business are multiple: they 
are often out of the informational loop with regard to useful training and business 
support opportunities; they can’t afford to release employees during work hours for 
training; and small business owners and senior managers themselves are in need of 
critical areas of training in improved business systems, but can ill-afford the time. 
SSCS are not very successful in solving any of these problems. Payne cites the 
example of the retail sector in the UK which is dominated by a few large companies, 
but where the majority of firms are SMEs. It is much easier for the SSC to enrol the 
large firms to participate on committee and support various training initiatives, but 
this leads to its own problems – as Payne points out, where there is ‘always the 
danger that one is simply tapping into the views of a “steadfast minority”’ (Payne, 
2007: 20).  

Institutions set up to fail

It can be argued that the SSCs in the UK have been set up to fail because of a 
range of factors. For example, their remits are far too wide. Lanning and Lawton 
(2012: 20) argue that these supposedly employer-led bodies are largely funded by 
the state, have their strategic objectives set by the state and are expected to help 
deliver the state’s skills policy. This contradictory requirement implicit in the remit of 
SSCs has led directly to their failure – as employers choose to stay away. 

Many SSCs lack the resources and responsibilities to become powerful sector 
bodies. For example, in the UK, funding is controlled by the state through the Skills 
Funding Agency, leaving most SSCs with little independent financial clout.

Continuous institutional instability 

An additional problem rooted in the UK system is never-ending reform of the VET 
system, dating as far back as the Thatcher era of the late 1970s. These constant 
reforms deprive the UK skills system of stability and continuity. The UKCES
estimates that it takes at least four years for a SSC to make an impact, yet constant 
state reforms in structure and legislation continually undo the potential impact that 
might have been achieved (2010: 44). The UKCES argues further that there are too 
many state agencies – quango’s – with overlapping responsibilities, leading to 
competition between agencies and confusion amongst employers and consumers of 
training services (2010: 31). The recent City and Guilds review of the sector-skill 
bodies in six countries had similar views of the UK model:

System structure in England has been characterised by constant change. Successive 
governments, and even successive ministers, have attempted to stamp their mark on the 
skills development system. This has led not only to changes in department/agency roles and 
responsibilities, but also a landscape in which education and training providers have had to 
deal with constant changes. These include, but are not limited to, changes to the way in 
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which they are funded, the organisations to whom they report and the measures on which 
they are judged (City and Guilds, 2012: 143)

CVET versus training of disavantaged groups 

Another problem facing the UK (and most VET systems globally) is the prioritisation 
of first-time entrants into work (the young unemployed) and other disadvantaged 
groups (older workers with incomplete school qualifications or immigrant workers)at 
the expense of existing workers in employment. Ideally, skills systems should cover 
both IVET (and training for disadvantaged groups) and CVET rather than pair them 
off against each other. This is not as big a problem in coordinated market or 
collective skilIs systems in Central Europe and the Nordic countries, where 
employed workers are covered by the collective bargaining agreements made 
between employers and unions and adjudicated by government. In liberal market 
economies, such as the UK and South Africa, existing employed workers are often 
neglected as statist training systems compel employer-led SSCs to comply with 
state policies that prioritise the young unemployed and other disadvantaged groups.  
Lanning and Lawton concur:

The lesson from other European countries is that basic skills and pre-employment training 
programmes, while important, must be separate from workforce training programmes. In 
England, policymakers have persistently used vocational education and training to address 
basic skills shortfalls and as an alternative educational route for people who did not perform 
well at school. This approach should be avoided in the future: there is no rationale for diluting 
the quality of vocational education or workforce training programmes to make entry easy. A 
successful skills agenda also requires a successful general educational agenda, but one 
should not serve as a substitute for the other. (Lanning and Lawton, 2012: 36)

Lanning and Lawton argue that CVET should be focused on upskilling existing 
workers and should be linked to the provision of business support programmes 
aimed at improving competitiveness. This can be achieved through SSCs assisting 
firms in the re-organisation of work and the re-design of jobs which enable the 
greater utilization of skilled workers and which assist firms in moving to more higher-
value added forms of production – issues discussed further in Chapter Six (Lanning 
and Lawton, 2012: 39-40).

Neglect of the demand-side

The remit of SSCs fails to consider the wider issues of employment relations, labour 
market regulation, work organisation and business strategies within their sector. On 
these questions, SSCs can only operate within the status-quo of an unchanged low-
skill, low wage business environment. This approach has been ‘consistently unable 
to ensure that improved skill supply is matched by greater demand for, and 
utilisation of, skills in the workplace’ (Lanning and Lawton. 2012: 20). Passive union 
participation does not alter the status quo. 

An important report within this focus on the firm notes that UK productivity 
performance continues to be low despite major macro-economic and regulatory 
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changes over the past twenty five years (Delbridge et al, 2006: 5). Delbridge et al
argue that the key to productivity improvement lies ‘inside the firm’. Macro-economic 
levers are insufficient without this micro-economic focus. The report focuses on two 
areas that are central to how inputs to firms are combined and utilised: skills and 
work organisation. They argue:

1. Skills can only make a substantive contribution to productivity performance if they are 
effectively deployed in the firm. Supply-side skills policies are not sufficient.

2. Attention to the ‘black box’ of productive performance requires a local focus on the 
specific mechanisms and processes involved in the translation of inputs into 
productive activity. (Delbridge et al, 2006: 5)

Delbridge et al also argue that supply-side initiatives (for example, improving 
educational outcomes in the SSCs and FE Colleges) need to be better balanced 
with ‘practices that meet individual firm needs for specific and targeted assistance’ 
(2006: 5).

CONCLUSION 

Although the rhetoric of the UK SSC system represents it as a good example of 
employer leadership and a demand-led system, it represents quite the opposite. 
Ironically, it is a supply-side system imposed on employers by a statist and centralist 
bureaucracy who control the finances and design the curricula and qualifications. 
Because of lack of employer buy-in and firm-level resistance and because of the 
continual policy reform of the system with the rise of each new political 
administration since the late 1980s, the UK SSC has generated more criticism than 
praise and represents many of the features that should be avoided by other 
countries (including South Africa) seeking to emulate the SSC system. 
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Chapter Four

Sector Skills Councils in the Netherlands: a case of best practice

The Netherlands vocational education and training system has – like most central 
European countries – a long history. A key step in the evolution of VET institutions in the 
Netherlands was the formation of technical and vocational schools in 1919, most of which 
were privately funded. This occurred when the first law concerning vocational education, 
the Industrial, Technical and Domestic Education Act came into force in 1919 (Cedefop, 
2011: 11). The Act also provided for an apprenticeship system, but as Geurts and Meijers 
observe, this apprenticeship system was significantly smaller than the model evolving in 
neighbouring Germany (Geurts and Meijers, 2009: 1). 

Significant expansion occurred in VET after the Second World War, following the growth of 
industry after the war. Consolidation of the vocational track through senior secondary 
education came in 1968 with the ‘Mammoetwet’ or Mammoth Act. This legislation 
positioned general education and vocational education as equal alternatives alongside one 
another with the possibility of reciprocal transfers. This ‘dualisation’ of secondary education 
remains a critical piece of the institutional architecture underpinning Dutch VET today. The 
apprenticeship system was also given its own independent legal basis in the 
Apprenticeship Act of 1969 (Cedefop, 2011: 11).

Higher professional education was given a separate Act in 1986, which allowed for the 
establishment of tertiary VET in the form of applied/polytechnic institutions of higher 
education (Cedefop, 2011: 3).

Other elements of what eventually became the Dutch VET model as we know it today were 
also borne in this period. For example, sector-based bodies were established in 1987 as 
fora for the social partners (employers, unions, education institutions and government) to 
determine sectoral skills policies (Sung, 2010: 20). Similarly, the beginnings of a national 
qualifications framework based on ‘competencies’ was initiated in this period (Geurts and 
Meijers, 2009: 11).  

However, the most significant determinant of the current VET system in the Netherlands 
was the passing of the Wet Educatie en Beroepsonderwijs (WEB) Act in 1996. This Adult 
and Vocational Education Act put in place the institutional architecture which today so 
successfully drives the Dutch VET system. The Act sets out to achieve the following five 
objectives:

1. A new VET system with various learning pathways that are coherent, flexible and
relevant to the world of work;

2. The minimization of waste (dropouts from school or outdated skills);
3. The resulting qualifications should be portable, broad, and flexible to cope with 

change;
4. Business and industry to have significant influence on the skills and training contents 

at all levels of the VET system; and
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5. A new institutional regime built around sector-skills bodies (Sung, 2010: 20).

The formalisation of sector skills councils, known in the Dutch system as ‘Knowledge 
Centres’ is the main purpose of the Act. The Act prioritised employer inputs as the starting 
point of the Dutch VET system, arguing strongly that skills development should be driven 
by employers via a system of sectoral bodies. Sung argues that the Act ‘embedded the 
ownership of the system with its participating stakeholders – employers, employees and 
educations institutions – with employers taking the lead’ (Sung, 2010: 24). 

A second institutional change which radically changed the VET landscape was the 
formation of a small number of large Regional Training Centres (ROCs) out of numerous 
smaller vocational schools that existed prior to 1996. A total of 43 large ROCs were formed 
as a consequence of the Act. The ROCs are equivalent to the further education colleges in 
the UK and South Africa.

The Act also formally proposed a tight integration between the school and work-based 
elements of the VET system, all held together by a competence-based qualification
structure. The Act was also responsible for bringing together all types of senior secondary 
vocational education and adult education with the aim of strengthening and further 
integrating the system of initial and post-initial vocational education (Cedefop, 2008: 7).

THE INSTITUTIONAL FRAMEWORK 

The 1996 WEB Act was a very significant intervention in VET for two reasons: it provided 
an entirely new institutional architecture for VET. Secondly, the Act devised a set of 
interactions between institutions which would ensure far more effective ‘system alignment’ 
and complementarity than was the case previously (Sung, 2010: 21). The new institutional 
elements that were introduced alongside existing institutions that were consolidated and 
merged included:

1. A ‘dual’ system of secondary school with one track for general academic schooling, 
and another for vocational education and training. These two routes are treated as 
equal in the education sphere and in the labour market. 

2. A system of 17 sectoral bodies called ‘Knowledge Centres’ (Kenniscentra) were 
established along the line of broad economic sectors. The Knowledge Centres play 
a crucial role as the ‘starting point’ for the design of national vocational qualifications. 
Employers play a key role in designing ‘job profiles’ of the skills needed in the 
economy. These occupational standards then serve as the basis for creating new 
qualifications which are taught by the Regional Training Centres. Sung argues that 
this qualification structure forms the ‘linchpin linking all the VET components 
together – from the skills needs of employers to what colleges would teach, 
matching the needs between industry and public VET provision’ (Sung 2010: 21).

3. The consolidation and restructuring of Colo, which is the umbrella body of the 17 
Knowledge Centres. Colo’s main role is to ensure cross-sectoral coordination and to 
ensure that the Knowledge Centres identify and respond to the skill needs of the 
Dutch economy. To do this properly, Colo produces comprehensive annual labour 
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market information and research on the state of the Dutch labour market and its key 
economic sectors. 

4. The creation of 43 Regional Training Colleges (ROCs) formed out of the merger of 
hundreds of local training colleges. These colleges manage the ‘school-based’ 
learning of senior secondary vocational education. All students (work or school 
based) follow the same qualifications that are designed by the Knowledge Centres. 

5. The Advisory Body for Education and Labour Market (ACOA) ensures that training 
and qualifications proposed by the Knowledge Centres meet industry and social 
goals (known as the ‘macro-efficiency’ criteria in the 1996 Act) and that qualifications 
do not overlap and waste resources.

6. The BVE Raad which is the umbrella body representing the interests of the 43 
Regional Training Centres (ROCs). Its main task is to receive the qualification 
proposals from the Knowledge Centres. Once it has processed the proposals, the 
BVE Raad then feeds this through to the ROCs in order to develop a curriculum 
primarily based on the standards and requirements set by the employers (Raddon 
and Sung, 2006: 13; Sung, 2010: 21-22).

Each of these institutional components of the Dutch VET system will now be examined.

THE EDUCATION SYSTEM IN THE NETHERLANDS

As indicated above, the Dutch education system is ‘dual’. It has two tracks running from 
junior secondary right through to higher education level – one track is academic, the other 
vocational. Transfer options between the two tracks exist and are very flexible. Both tracks 
have ‘parity of esteem’ – they are of equal status in the education system and labour 
market.  

The Dutch vocational education track has three levels: it starts in junior secondary school 
as ‘Preparatory Vocational Education’ (VMBO), it continues after compulsory schooling at 
age 16 in senior secondary school as ‘Secondary Vocational Education’ (MBO), and it 
peaks in post-school education as ‘professional higher education’ (HBO) – applied or 
polytechnic higher education. The system starts at a very early age, with Dutch children 
having to make their first educational choice at the age of 12 – to continue with general 
(academic) schooling or choose the preparatory vocational route. Those with lower results 
academically tend to choose the vocational route. The system is flexible though, and allows 
children to move back to academic schooling after a foundation year in vocational 
education – if they so choose (Reubzaet et al, 2011: 6).

The general or academic schooling track has two streams – the ‘Senior General Secondary 
Education’ (HAVO) track which feeds into Professional Higher Education (HBO), and the 
‘Pre-University Education’ (VWO) track which links with ‘University Education’ (WO). The 
basic structure of the system is illustrated in Figure 4.1 below:
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Figure 4.1: The structure of the education system in the Netherlands

Source: Altinyelken, du Bois-Reymond and Karsten, 2010: 6

Figure 4.2 shows the primary flows between the differing sub-systems. As can be seen, 
53% of junior secondary students choose the vocational education track (VMBO) and 42% 
continue into senior secondary vocational education (MBO). Seven percent of students 
transfer back into academic schooling (HAVO/VBO) after completing the preparatory 
vocational phase (VMBO). Significantly, 17% of the vocational track continue from senior 
secondary vocational schooling into professional higher education. 

A further significant feature of the Dutch system which is visible in Figure 4.1 and which is 
different to the South African system of education is that two of the four options within 
senior vocation education (MBO) extend beyond the basic school phase of 12 years of 
education. They would be measured as NQF Level 5 in the South African national 
qualifications framework (NQF). They comprise 4-year vocational programmes, starting at 
the end of compulsory education at 16 years of age and ending at the average age of 20 
years. These trainees will become highly-skilled intermediate workers in the Dutch 
economy.
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Figure 4.2

     (Quarter mediation, 2008: 1)

The discussion now turns to look at the three phases of Dutch vocational education in more 
detail.

Junior Secondary Preparatory Vocational Education (VMBO)

Students at the age of 12 in the junior secondary track Voorbereidend Middelbaar Beroeps
Onderwijs (VMBO) choose one of four pathways - which all last four years until the age of 
16:

1. The theoretical learning pathway (Theoretische Leerweg, TL): Those graduating 
from the theoretical learning pathway can transfer to upper secondary vocational 
education (especially the 4 year MBO programmes) or they can transfer back to the 
fourth year of upper secondary general education. The content of the programme is 
general in character. 

2. The combined learning pathway (Gemengde Leerweg, GL). This is similar to the 
theoretical learning pathway but with a more pre-vocational orientation for about ten 
to fifteen per cent of study time. Progression routes towards upper secondary VET 
are the same as for the theoretical pathway. 

3. The middle management learning pathway – higher level (Kaderberoepsgerichte 
Leerweg, KL): This pathway provides preparation for the three and four year MBO
courses. 

4. The basic vocational learning pathway – lower level (Basisberoepsgerichte 
Leerweg, BL): This basic programme provides preparation for short courses (6 to 24 
months long) in upper secondary VET (Cedefop. 2011: 13-14).
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Enrolments within these different pathways were as follows in 2010: 41% in the ‘theoretical’ 
pathway; 11% in the ‘combined’ pathway; 26% in the ‘middle management’ pathway; and 
21% in the ‘basic’ pathway (Cedefop, 2011: 14).

Senior Secondary Vocational Education (MBO)

Vocational learners continue with their education after junior secondary education at the 
age of sixteen when they enter the senior secondary vocational education (MBO) phase. 
Graduates can progress either horizontally, by taking a course at the same level in a 
different specialism, or vertically, by progressing to the next level in their chosen field. 
Young people progress directly to the job market after obtaining an MBO, or they can enroll
in an applied university for a degree in a professional/technical field (Reubzaet et al, 2011: 
6). Students in the MBO track attend one of the following institutions for their classroom 
tuition: one of the 43 Regional Training Centres (ROCs) launched in 1996; or one of the 12 
specialist Trade Colleges, each specific to a branch of industry; or one of the 12 
Agricultural Training Centres. 

Students must also make another significant choice at the age of 16 within the vocational 
track – they must choose to study in a broadly defined sector. There is a choice of four:

 The technical sector.
 The economic administrative sector.
 The service and health care sector.
 The agricultural sector (Reubzaet et al, 2011: 6).

Within these sectoral choices, students then opt for one of five qualification levels:

1. MBO level 1 ‘assistant training’ (assistentenopleiding): This programme lasts six 
months to a year. It prepares participants to carry out simple executive tasks. 
Progression to programmes at MBO level 2 is possible. There are a few sector-
specific programmes, as well as a broader work-oriented programme for students 
with learning difficulties.

2. MBO level 2 ‘basic vocational education’ (basisberoepsopleiding): This 
programme lasts two or three years and prepares for basic vocational competence 
in a chosen field. Progression to MBO level 3 programmes (and sometimes level 4) 
is possible.

3. MBO level 3 ‘advanced vocational education’ (vakopleiding): This lasts three/four 
years (two years after completion of an MBO level 2 programme). It prepares people 
to be able to work independently. Progression to programmes at MBO level 4 is 
possible.

4. MBO level 4 ‘middle-management VET’ (middenkaderopleiding) usually lasts four 
years. It prepares people to carry out tasks independently and with more 
responsibility. Progression and transfer to higher professional education is possible. 

5. MBO level 4 ‘specialist training’ (specialistenopleiding) lasts one to two years. It is 
designed for graduates from the ‘Advanced Vocational Training’ programme. 
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Progression to higher professional education is possible (Cedefop. 2011: 15-16; 
Reubzaet et al, 2011: 8).

Learning in the MBO track is both classroom- and work-based. Students choose between 
two modes of provision: 

1. The work based route (apprenticeship). In 2010 this work-based pathway enrolled 
34% of the MBO students (Cedefop. 2011: 15). A key feature of this route is that the 
work-based apprentices have an employment contract with an accredited employer, 
and they are paid the minimum wage. They typically spend 80 per cent of their time 
as trainees in the workplace and 20 per cent in school-based training. Students in 
this work-based route are found mostly in the technical sectors (metal, electronics, 
installation, building industry and car mechanics) but numbers are also growing in 
the care and health sector, resulting in more and more women taking part in 
apprenticeships (Rauner and Hermann, 2006: 35). 

2. The school-based route: In 2010 this work-based pathway enrolled 66% of the 
MBO students (Cedefop. 2011: 15). It comprises students who enroll at one of the 
training institutions listed earlier: ROCs, specialist Trade Colleges or  Agricultural 
Training Centres. Their training may consist of 1 day a week at a workplace. Only 
accredited employers can provide training places to these students. The mix 
between class-room and work-place typically involves a minimum of 20 per cent and 
a maximum of 60 percent spent in the workplace, during which time the trainee 
receives on-the-job training and a small training allowance (but not a wage) (Sung, 
2010: 23-24).

Guaranteeing all young people a work–placement in senior secondary vocation education 
(MBO) is a central feature of the Dutch system. This requires the commitment of a large 
number of employers to induct and train young people. Currently over two hundred 
thousand companies and institutions take part in work-based learning. It is the 
responsibility of the 17 Knowledge Centres (to be discussed in the next section) to ensure 
that these companies are recruited and accredited. While companies are not legally obliged 
to take on VET students, fiscal incentives are provided. For every student-employee an 
employer can receive €2,500 annually as a fiscal incentive (Bewick and Abbott, 2010: 78).

The size of the total education system is shown in Table 4.1. Vocational education 
comprises 16% of the total schooling system, but 35% of the secondary schooling system. 
Higher professional education – applied or polytechnic higher education - comprises 62 
percent of all post-school tertiary training (Goete, 2010: 24).
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Table 4.1: Total number of learners in the 
Netherlands education system, 2008
Sub-system: Number %
Primary education 1663700 54%
Secondary education 934300 30%
Vocational education overall 511200 16%
Sub-total schooling: 100%
Higher professional education 382900 62%
Research universities 219000 36%
Adult education (secondary educ) 14400 2%
Sub-total university: 100%
Total 3725500 -

Source: Goete, 2010: 24

Career guidance

Young learners in the North have to make vocational tracking choices as young as 12 
years of age. In addition, there are sector-based and qualification-level choices to be made 
in the senior secondary vocational phase (MBO). Career guidance is therefore an integral 
component of the wider VET system to assist young people in making these choices. 
Career guidance is divided into three parts in the Netherlands: 

 It is integrated into the educational sector as part of the curriculum
 It forms part of the state services provided for unemployed job seekers 
 It also forms part of the training services offered to adults in CVET (Cedefop, 2008: 

15).

Career guidance is carried out in schools and the ROCs by trained guidance counsellors. 
Unemployed persons and job seekers can consult the Centre for Work and Income, a state 
agency with branches throughout the Netherlands, where specialised advisors help them 
find work. Guidance for individuals who are employed but want to study further is also 
offered in a private sector market comprised of many private guidance agencies (Cedefop, 
2008;15).

In a survey of what young people think of VET in the Netherlands, the UK-based award 
body ‘City and Guilds’ did a survey of VET beneficiaries and found that a diverse set of 
factors influenced these learners’ choice of study, including: conversations with family, 
people from their ‘circle’, teachers or mentors from school; a work placement or preparatory 
course; websites on the internet; or open days at schools and jobs fairs. Some young 
people indicated that they had no help whatsoever when making their choice (Reubzaet, 
2011: 20). The City and Guilds study concluded, however, that it was both work-
placements and sector exposure at a young age that were decisive in influencing learner 
choice to pursue vocational programmes at secondary school level (Reubzaet, 2011: 21)
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Continuing vocational education

Much of the prior discussion has covered the evolution of an initial vocational education 
and training (IVET) system in the Netherlands. However, there is also a Continuing VET 
(CVET) system as well, although less institutionally driven. It is up to employers to train 
their workers at the firm level. Provision is market-driven with many training suppliers. 
There are several ways in which CVET can occur:

1. The most important of these routes is for the social partners (employers and unions) 
to decide through collective bargaining agreements to commit to training. A sector-
based Training and Development Fund is then levied in the sector to fund such in-
firm training. Currently, there are about 140 of these funds, covering 85% of 
employees. 

2. Tax deductions for firms who train. 

3. Individuals themselves can enroll in part-time MBO courses to complete their senior 
secondary schooling and get a sector-based vocational qualification. 

4. Individuals can register with private correspondence courses and e-learning 
activities which are primarily vocational in nature. 

5. The Netherlands has developed advanced methods to accredit skilled workers with 
prior experience through ‘recognition of prior learning’ methods. 

6. There is extensive provision of training for the unemployed and adult job seekers.
(Cedefop, 2011: 18-19)

A great many training providers are active in the non-formal off-the-job training market. 
Most are private commercial training providers covering 84% of the training market and a 
smaller number (16%) are publicly funded VET providers that offer contracted training
(Cedefop, 2011: 19).

Unemployed people can search for jobs at their local/regional ‘Centres for Work and 
Income’. These centres have merged with agencies that pay social security and 
unemployment benefits to the unemployed and people with occupational disabilities. The 
municipalities are responsible for paying income support to people with no income. These 
agencies cooperate in helping people find work (Cedefop, 2011: 19).

KNOWLEDGE CENTRES

The 17 Knowledge Centres have a wide remit including the following activities:

1. Develop and maintain the qualifications structure, based on the needs of the labour 
market

2. Coordinate and promote sectoral training
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3. Attract new entrants to the industry through promoting career opportunities
4. Accredit appropriate firms for work-based training;
5. Provide training materials and training courses for workplace supervisors; and
6. Act as a quality control body to oversee the quality of workplace training as well as

provide an input into the examinations conducted by the ROCs (Sung, 2010: 27; 
Insso, 2012: 26).

The Knowledge Centres have a large staff working for them. There are more than 900 
officials across the 17 Knowledge Centres. Most have deeply embedded sectoral expertise 
because they are required to liaise on a continuous basis with firms in their sector that train, 
offer work-based learning and apprentices. They carry valuable sectoral information useful 
for career guidance’ (Colo, 2010: 3).

Knowledge Centres also have to ensure that there are sufficient accredited workplaces that 
can carry out training to the expected standard and can offer apprenticeships. Similarly, 
they liaise with the ROCs and their umbrella body, the BVE Raad, to ensure that curricula 
are developed for the proposed qualifications. Table 4.2 provides a full listing of all the 
sector-based Knowledge Centres:

Table 4.2: Knowledge Centres in the Netherlands
Aequor Agricultural sectors
Calibris Health care, social care, welfare and sport
ECABO Economic/administrative, ICT and security professions
Fundeon Construction industry & infrastructure
Kenniscentrum GOC Graphic & media sector
Innovam Automotive sector
Kenniscentrum 
Handel 

Retail, wholesales and international trade sectors

Kenteq Technology sectors
Kenwerk Hospitality, bakery, tourism, recreation and facility services
KOC Nederland Hair care, foot care and beauty care
LIFT Group Fashion retail, interior, carpet and textile sectors
Kenniscentrum 
PMLF 

Process technology, environmental technology, laboratory technology 
and photonics

Savantis Painting and maintenance, plastering and finishing,and presentation 
and communication

SH&M Furniture and joinery industry, wood trade, wood processing industry, 
and related industries

SVGB Health technology and creative craftsmanship
SVO Fresh food retail and industry
VOC Vehicle building and body repair industry
VTL Transport and logistic

Source: Colo, 2008: 12

Colo

As indicated earlier, Colo brings together all the Knowledge Centres in one umbrella 
coordinating body. Colo does not represent one particular sector, but represents the 
common interests of all its members (Colo, 2010: 1). Colo plays a crucial role in proposing 
cross-sectoral initiatives, skills programmes and qualifications. It also collates sectoral and 
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macro-level labour market information and distributes this research information online. 
Examples of Colo products are:

 The Colo Barometer is a quarterly report which provides information on the 
availability of work placements in all fields. It contains standard labour-market 
information: where do employment prospects exist; which employment difficulties 
are being encountered in which fields/sectors; and which education studies are 
popular with students.

 The Colo website Stagemarkt.nl, lists all the firms that are certified to undertake 
work placements and training.

 The website Kwalificatiesmbo.nl, which contains information on senior secondary 
VET qualifications (Insso, 2012: 28).

A major responsibility of Colo and the 17 Knowledge Centres is to produce annual studies 
of sectoral and national labour market trends. Research is done on participation numbers,
internship places, and the labour market in general. Knowledge about the labour market is 
collected from several sources, for instance from the companies accredited for vocational 
internships. Researchers in the Knowledge Centres have the expertise to develop up-to-
date labour market information that will be used as inputs for the qualifications structure, 
vocational guidance, and regional policies (Insso, 2012: 27). 

Sung argues that this cross-sectoral information and coordination capability is unique 
among sector skills council systems in the world:

Most sectoral systems are very ‘silo-focused’, which makes them less able to deal with cross-sector 
issues and labour market adjustments. One of the biggest problems is that some sectors actually 
draw on the same pools of workers (e.g. technicians and junior engineers)…. Colo’s role in collating 
extensive cross-sector labour market information and forecasting adds value to the effectiveness of 
the Knowledge Centres and to the system as a whole. Thus, this will increase the usefulness of the 
sectoral system for employers. (Sung, 2010: 28)

Regional Training Centres (ROCs)

As indicated earlier, the ROCs were formed from the merger of hundreds of smaller 
vocational colleges to form 43 specialised and large ROCs. The ROCs provide the 
education component of the senior secondary vocational track – both the schools-based 
and work-based routes - as well as for apprenticeships and adult education. 

The ROCs liaise closely with the firms that host the work-based senior secondary 
vocational route and the apprenticeships. They do this to fine tune theory and practice and 
the content of courses (Onstenk  and Blokhuis, 2006: 41).

Employer control over the curriculum through the Knowledge Centres and working in 
cooperation and partnership with the ROC colleges is a critical feature of the Dutch system. 
Ashton argues that unlike in the Netherlands where the employer led skills councils directly 
control the curriculum, in England the skills councils have only an indirect say in the 
decision-making process. This results in poor outcomes for employers, where curriculum 
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content ‘responds just as much to the policy agenda of the government, and its agencies, 
as to the needs of the employers’ (Ashton, 2006: 10).

The BVE Raad 

Sung, Raddon and Ashton (2006: 62) note another unique feature of the Dutch VET system 
- the stuctured linkages between the 17 Knowledge Centres on one side of the VET 
framework and the 17 sectoral curriculum groups within the BVE Raad, the Dutch Council 
for Vocational and Adult Education, which represents the 43 regional colleges (ROCs). This 
deliberate linkage managed by the BVE Raad plays an important role as a conduit of 
information between the demand and supply sides – something that is lacking in the UK 
and other national VET systems.

EMPLOYER BUY-IN

Ashton Sung and Raddon, who participated in a joint project reviewing nine different sector 
skills councils in 2006 argue strongly that employer control of the Netherlands SSC system 
is critical to its success. Employers occupy a ‘pivotal position’ which enables them to ‘lead’ 
the skills development system through the SSCs – in this instance, the Knowledge Centres 
(Sung, Ashton and Ashton, 2009: 61-62). Employers are essentially the ‘starting point’ of an 
institutional virtuous circle. Through their Knowledge Centres employers are able to identify 
the skill needs of each sector. Detailed job profiles of these skills needs are then fed to the 
Netherland Association of VET Colleges (the BVE Raad), the umbrella body representing 
all the ROCs in the Netherlands. The ROCs then develop curricula based on these 
employer-defined occupational requirements (Raddon and Sung, 2006: 13). Once the 
curriculum is approved by government, the ROCs and employers both implement the 
training required - in the classroom at the ROCs and in the workplace (by employers). 
Employers are the primary training provider within the work-based pathway, which entails 
up to 80% of on-the-job training, and 20% release for school-based training (Raddon and 
Sung, 2006: 13). Employers also have to offer the work-placements to learners from the 
school-based route. There are nearly 900 Knowledge Centre officials whose work it is to 
ensure that employers are accredited to perform this training role within the firm (Bewick 
and Abbott, 2010: 78). There are over 200 000 firms accredited to do this training. All in all, 
it can be said that there is a high level of ‘system alignment’ between all of these different 
institutional players and locales, creating a ‘virtuous circle’ of training and development 
(Sung, 2010: 21, 28-29). 

In a comparative paper evaluating continuous vocational training (CVET) across both the 
Netherlands and Germany, Allaart, Bellmann and Leber (2009) argue that it is the former 
country that has a higher level of CVET – because of the institutional structure described 
above which works to the benefit of both first-time entering young workers but also 
employed adult workers. In Germany, further training for the employed is characterized by 
a minimal degree of regulation by the state – in contrast to its efforts with regard to the 
initial VET (apprenticeship). Some collective agreements deal with further training, but 
these agreements are rather exceptions than the rule. In the Netherlands, in contrast, 
collective labour agreements play an important role in providing and financing CVET. 
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Allaart et al (2009: 108-109) show that the percentage of enterprises providing training is 
higher in the Netherlands (88%) than in Germany (75%). Furthermore, training engagement 
is higher in large and medium-sized enterprises than in small enterprises - in both
countries. However, while almost all German and Dutch firms with 250 or more workers 
provide some form of training, the percentage of SMEs providing training is significantly 
higher in the Netherlands than in Germany:

Table 4.3: Results of the European Continuing 
Vocational Training Survey (CVTS), 1999, 
private sector training, 10 or more employees

      Source: Allaart, Bellmann and Leber, 2009: 108-109)

These findings foreground a number of features of the Dutch private sector training system. 
Firms in the Netherlands (in comparison with Germany - the ‘gold-standard’) tend to: train 
more; involve more SMEs in higher levels of training; and train older workers. Allaart, 
Bellmann and Leber associate these positive results with key features of the Dutch 
institutional environment, including: the dynamic role of the Knowledge Centres in 
effectively administering the sector levies, the collective agreements struck between 
employers and unions on CVET, tax deduction incentives and high levels of formal training 
using external providers such as the ROCs (2009: 116). 

A related point is the route through which public funding travels and the way in which it 
creates financial incentives for employers to get involved. The Dutch system gives 
employers real control over public funding available for skills development – again through 
their leadership position on the boards of the Knowledge Centres, and through tax refunds 
provided by the state for training. 

It has already been mentioned briefly, but requires restating here: A third feature of 
‘employer buy-in’ in the Dutch VET system are the collective bargaining industry 
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agreements reached in each sector, which are expressed through each of sector-based 
knowledge Centres, but which form part of the wider industrial bargaining system 
developed in the Netherlands. Dutch ‘social solidarity’ acts to bind all social partners in 
these agreements including employers:

The role of the Knowledge Centres is to support and develop sectoral training in their respective 
sectors but, more importantly, this sectoral training role is derived from the participation of employers, 
workers' representatives, other social partners and the Ministry of Education, Culture and Science. 
This tripartite arrangement is a key feature of the boards of the Knowledge Centres. The tripartite 
arrangement means that when the Knowledge Centres identify appropriate competencies for sectoral 
training, the skill content has the support of a broad spectrum of stakeholders. In particular, 
employers are at the forefront of driving the competency framework. Employers take this role very 
seriously as this affects the skill supply to their respective industrial sectors. (Sung, Raddon and 
Ashton, 2006: 63).

FUNDING

Aston argues that the single most powerful factor in shaping skills is the way in which the 
public money available for subsidising vocational education and training flows through the 
system. The most effective SSCs – the Netherlands in particular - are those where 
employers have direct control of substantial funding for training. In the Netherlands, there is 
a combination of public funds, tied to the volume of training in any one sector, and private 
provision in the form of a small levy on employers in the sector. Employers have a major 
say in the deployment of all of these training funds (Ashton, 2006: 4).

Significant public funds go into funding education in the Netherlands. For example, on the 
education side, generous block grants are awarded to the VET programmes in junior and 
senior secondary school education (Cedefop. 2011: 23). Government also allocates 
funding to the ‘training’ component of VET, and in particular, to the Knowledge Centres so 
that they can execute their core tasks. For example, Knowledge Centres must accredit 
employers to train and they must develop occupational standards for new curricula, and in 
so doing, shape the curriculum used by the colleges. 

Public funds are also routed through the umbrella body for the ROCs (the BVE Raad) and 
then on to the 43 ROCs themselves who provide the more theoretical college-based off-
the-job training. Ashton notes that these colleges mirror the sectoral base of the Knowledge 
Centres in that they specialise in delivering training for that one sector. They provide off-
the-job training and some practical training for employers, who then deliver the on-the-job 
component:

The employers’ demand for specific numbers of trainees is thereby met by the colleges, but the 
curriculum they use is determined by the occupational standards shaped by the employer-led sector 
skills council. This completes a virtuous circle with employers in the driving seat. (Ashton, 2006: 7)

Sung provides more insight into the funding of the Knowledge Centres:

1. The Knowledge Centres are paid by the state according to the number of 
competency standards or qualifications that they develop and maintain. 
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2. Knowledge Centres have a responsibility to accredit employers who are able to offer 
work-based training (apprenticeships) and are qualified for the task. In doing this,
Knowledge Centres are paid for the number of companies that are accredited. 

3. Knowledge Centres are mandated to recruit apprentices for their industry. They are
therefore paid for the number of apprentices that they recruit and place. Core
government funding for all sectoral training activities in 2007 was around €2.87
billion. 

4. As indicated earlier, training levies are an important source of funding which are 
administered by the Knowledge Centres. In 2009, there were more than 140 levies 
covering 85% of employees in the labour market (Cedefop, 2009b: 9). 

5. Tax incentives are offered to employers who train and whose workplace is 
accredited by the Knowledge Centre. The employer can claim approximately 15 per 
cent of the trainee’s wages back as a tax refund. Sing argues that this ‘tax refund is 
seen as a significant incentive for employers to ensure their training provision is ‘up 
to scratch’ and to engage in training’. It is part of the training institutional framework 
as a counterbalance to the fear of losing trained workers to poaching from other 
firms (Sung, 2010: 26). Sung, Raddon and Ashton argue that this tax refund is seen 
as a significant incentive for employers to engage in training. The fact that these 
trainees are trained to sector standards, in the workplace, with learners obtaining a 
nationally-recognised qualification and the employer being able to reduce training 
cost through a tax refund, means that this is a popular scheme for entry level 
employees (2006: 63).

SMEs benefit

Eichenberger, de Roo and Trampusch, in a study of small coordinated market economies 
such as the Netherlands and Denmark, found that SMEs are the key beneficiaries of 
collective agreements around CVET forged between employers and unions. Adopting the 
‘Varieties of Capitalism’ (VoC) approach discussed in Chapter One, they argue that where 
national governments promote a regulatory framework in support of CVET, and where 
industrial relations are more centralized and cooperative, the more likely it is for collective 
agreement to be forged around CVET to the benefit of SMEs in particular. 

SMEs mobilize around the issue of CVET and dominate employers’ associations which 
they use to forge collective training solutions in the wider industrial relations system. This is 
because these collective agreements serve as insurance for SMEs against poaching and 
the loss of funds invested in training. Small firms are much more interested in collective 
solutions to skills problems than large firms (Eichenberger et al, 2010: 6). Furthermore, 
because the Netherlands has more SMEs than other comparable European economies, 
SME attitudes towards collective agreements are influential. Their associations tend to 
conclude more collective sectoral agreements around CVET than sectors dominated by 
large firms. The work of the VoC school as cited above is important here in revealing the 
interdependencies which exist between the industrial relations system and the skill system 
in the Netherlands and other small ‘collective’ market economies (Eichenberger et al, 2010: 
16, 26-27).  
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THE NATIONAL QUALIFICATIONS STRUCTURE AND COMPETENCY-BASED 
EDUCATION

The national qualifications structure is the ‘glue’ which holds the institutional framework for 
VET together so effectively in the Netherlands. This is because of its role in standardizing 
all sectoral training – both public and private training. Both the school-based and work-
based VET routes use the same qualification framework in order to structure their training 
programmes. Flexibility is an additional benefit of the Dutch qualifications structure, as it 
allows learners to traverse many pathways (for example, in senior secondary vocational 
education, along four sectoral routes and five NQF levels), all linked by the same national 
qualifications structure. Even though these two components – standardisation and flexibility 
– are key features of most SSC systems, in reality they rarely work as well as they do in the 
Dutch model. In the UK, as we have seen in Chapter Three, quite the opposite is true. 
Sung argues that these two qualities – standardization and flexibility - strongly complement 
each other:

On the one hand, there has been a massive effort in standardizing the way qualifications are
designed in order to create greater portability of qualifications. And on the other hand, the different 
learning routes and flexibility in delivery mean that the qualification structure can support a wider 
range of employers’ as well as learners’ needs. Interviews with the Knowledge Centres suggest that 
these qualities are thought to be conducive to a higher level of employer buy-in (Sung, 2010: 24).

Another way in which the qualification structure serves to hold the institutional structure 
together is the ‘virtuous circle’ created by the production and design process behind each 
qualification. Figure 4.3 illustrates this production process:

Figure 4.3: The production cycle of  Dutch qualifications

     Source: Sung, 2010: 25

All jobs and functions are described in ‘occupational profiles’. An occupational profile is a 
description of the professional practice of a fully qualified professional.  Employers and 
employees – working with the relevant Knowledge Centre - determine together which jobs 
and qualification contents form part of the qualification structure. 

These occupational profiles form the basis for the ‘qualification files’. These qualification 
files describe the knowledge, skills and competencies a person needs to fulfil a job or 
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function. Importantly, the curricula and specific content of the programme is determined by 
the ROCs, the key educational institution involved in Dutch VET (See Figure 4.1). The 
ACOA plays a key role here by checking that the qualification proposal meets both industry 
and societal needs (a dual requirement as laid out in the WEB Act of 1996). CREBO (the 
Central Register of Vocational Qualifications) then registers the qualification and serves to 
provide an up-to-date overview of programme provision in the country. And finally, all 
qualifications are then scrutinized by the Ministry of Education, and if they meet the pre-
requisites, they are then approved for funding and implementation. The ROCs then teach 
these programmes – programmes which have had strong employer input from the outset. 
The ‘virtuous circle’ across demand and supply is now complete. Keep and Brown compare 
the success of this Dutch model with the failing UK system: 

The national qualifications structure in the Netherlands assumed a pivotal role within the VET reforms 
as a means of improving articulation between education processes and outputs and the needs of the 
labour market. For this role to be performed adequately, a prerequisite is a strong collective employer 
‘voice’ at occupational or sectoral/industry levels that is able to secure consistent inputs into 
qualification design from employers. Securing this type of input in the UK has proved profoundly 
difficult to achieve, not least because of the weakness of sectoral employer organisations (Keep and 
Brown, 2004:  260).

All vocational qualifications in the Dutch system are competence-based. In such a system, 
learners are assessed on what they can do rather than what they know. For each 
qualification a specific profile has been written, containing definitions of core tasks and the 
competencies to be achieved in each course. A competency is made up of three elements: 
knowledge, skill and professional attitude (Reubzaet et al, 2011: 10). 

Vocational courses at all levels in the Netherlands are essentially practical in nature. 
Having exposure to work-experience is compulsory for both school-based and work-based 
VET routes through senior secondary school. Young people learn in vocational contexts in 
the school environment. They also learn from occupational practice. At their workplace, 
they are required to demonstrate the competencies they have mastered, and the 
professional work attitudes they have acquired on the shop-floor. Learners have been 
found to be positive about the distribution between learning in school and learning on the 
job (Reubzaet et al, 2011: 10).

Rauner and Herrmann understand competence–based education as enabling learners to
select and interpret knowledge and information. Learners must be able to solve problems,
plan and co-operate. In short, they need broad professional competence. Learning is seen 
as an active process where students learn from experiences. Competency-based education 
puts the learner at the centre of the education process. Occupational tasks form the basis 
of the course that can be realised either at school or in a company, or in ‘dual’ mode.

CBE also requires the development of self-directed learning, and the acquisition of 
cooperation, communication and problem-solving skills taught through individual coaching 
and guidance, rather than ‘frontal teaching in a classroom or “simply-sitting-next-to-Nelly-
teaching” in a workplace learning situation’ (Rauner and Herrmann, 2006: 37).
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All occupational profiles get converted into a standardized ‘qualification file’ matrix. These 
qualification files spell out the competencies that need to be accomplished against a set of 
work processes the learner will have to do. There is a maximum set of 25 competencies. 
This ensures the same structure and layout for all qualification files. 

CONCLUSION 

A number of strengths of the Dutch VET and SSC system have been raised in the 
preceding discussion. The VET system benefits from the wider social solidarity 
underpinning Dutch economic and social life. Each social partner has a shared
responsibility and collaborative role in each of the stages of the sectoral skills development 
system (Sung, 2010: 20). The actual content and the volume of training as well as who 
benefits is decided annually through collective bargaining agreements between employers 
and unions across all sectors of the Netherlands economy (Sung, Raddon and Ashton, 
2006: 64). 

Secondly, the effective ‘alignment’ of the differing institutional components with each other 
provides strong complementarities across the entire VET System. This is perhaps the most 
striking of the successful features of the Dutch system of SSCs. The ‘complementary’ 
rather than ‘contradictory’ effects this alignment has across the system is why the Dutch 
system continues to work so well – as a virtuous circle:

SSCs cannot function effectively if their operations are constrained or contradicted by other 
components of the VET system. The other components referred to here are crucially the flow of 
funding, the delivery of skills through the vocational education system, the determination of vocational 
qualifications, financial incentives for training, the support of unions and/or employees and the 
objectives of other relevant government agencies…. The cumulative reinforcement of all these 
various components produces a system that is highly sensitive to the skill needs of employers but, 
because of the involvement of the unions, is cognisant of the public interest. This is what we mean 
when we speak of the component parts of the system being aligned to the same objectives and being 
driven by the employers. (Ashton, 2006: 6-7)

Thirdly, employers occupy the ‘driving seat’ in determining skills and qualifications needed. 
They also have direct control of the public funding offered through their involvement in the 
Knowledge Centres. Thirdly, the fact that there are over 200 000 firms accredited and 
prepared to train young apprentices and give work-placements to vocational students is 
another strength. 

This is a very stable VET system. Nijhof and van Esch argue that the reforms of 1996 were 
bold and systemic. The Act was ‘a clear and explicit attempt to plan the reforms 
systemically and to try to design a new system as a whole, rather than engage in a 
sequence of changes to isolated elements of the system, as has been the case in the UK 
over the past decades’ (2004: 258). The bold risks taken by the Dutch Government in 1996 
have paid off with two decades of growth and stability across a very integrated and aligned 
VET system (Onstenk and Blokhuis, 2006: 33).

The qualification system plays a crucial role in providing the ‘glue’ to hold the VET system 
together. The qualification structure also facilitates vocational streaming alongside 
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traditional academic secondary schooling all the way through to applied higher education 
studies - without the attendant social inequalities that are usually associated with second-
rate VET provision. This is a major plus in a society based on solidarity and the social 
equality of citizens.  

Another strength of the Dutch SSC system which has not been discussed in an earlier 
section is the fact that the Knowledge Centres and the other institutional elements of the 
SSC system are not just ‘sectoral’ in focus but also ‘regional’ and ‘local’. For example, local 
municipalities are responsible for adult education and for the introduction of measures to 
counteract young people from dropping out of school too early (Cedefop. 2011: 4). 
Similarly, programmes around lifelong learning are pursued regionally with social partners 
through the establishment of 16 ‘regional desks’ in 2006. These desks function specifically 
to assist unemployed people to get back into the labour market through retraining schemes 
(Cedefop. 2008: 9).

Building on this regional focus, the ROCs are allowed to adapt up to 20 per cent of the 
national curriculum to meet the needs of local or regional employers. There are regional 
economic inequalities in the Netherlands, as with most national economies, and the ROCs 
work with the local and regional labour markets of the North and South of the country to 
introduce training schemes alongside regional economic development initiatives aimed at 
employment creation (Sung, 2010: 24). 

Some weaknesses of the system

There are some criticisms of the VET and SSC systems in the Netherlands. Most have to 
do with the powers yielded by the 1996 WEB Act which allow employers and unions to 
have a large say in determining school curricula. There are also associated criticisms of the 
‘narrowing’ effects of competency-based education (CBE) – a debate currently being held 
in many parts of the world where CBE is being implemented including South Africa. 

A critical issue in any evaluation of the Dutch system is to consider the 1996 WEB Act and 
its ‘balancing’ requirement for ‘macro-efficiency’, which put simply, requires, on the one 
hand, that vocational education adequately follows changes in the labour market and 
equips learners with real skills and competencies that employers want, and on the other, 
provides young people with an education that contributes to their personal development in 
areas that cannot directly be translated into labour market success (Borghans and Henke, 
2004: 80). Much of the criticism of the current VET System is that it over-emphasizes the 
first objective of the Act but falls short on the latter requirement. 

Critics argue in defense of the need for a broad general education throughout secondary 
schooling in the Netherlands. For example, Borghans and Henke, (2004) argue that the 
determination of what constitutes IVET should not be decided narrowly by employers or 
occupational requirements:

Education cannot deliver ready-made specialists, who need no further training during their careers, 
but choices need to be made with regard to what needs to be dealt with in the study programmes and 
what students should learn later. It cannot be determined a priori which occupation(s) a study 
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programme should focus on, but a decision should be taken on the basis of subject-specific 
considerations as to the didactic possibilities of broadening a programme, and the desirability of 
widening the occupational domain of a study programme (Borghans and Henke, 2004: 84).

Keep and Brown, British VET scholars who in an evaluation of the Dutch VET system raise 
the question of whether IVET provides an ‘adequate platform for subsequent learning 
through life’ (2004: 261). They argue that the underlying problem is that there is a sharp 
tension between, on the one hand, the desire for initial VET to be guided by design 
principles that afford effective and relatively painless insertion into first-time employment 
within a well-defined occupational and industrial structure, and on the other, the type of 
learning that might provide a broad platform for subsequent career change and 
progression. This is a universal problem affecting all VET systems globally (Keep and 
Brown, 2004: 261). Keep and Brown argue that both objectives can be achieved, but it is 
more likely to be ‘lengthier and therefore more expensive’, and therefore, avoided by most 
governments. 

In their review of the Dutch VET system in 2004, Borghans and Henke are critical of the 
role of employers in the SSC system and their neglect of cross-sectoral knowledge 
developments: 

The subdivision of the lead bodies into sectors, combined with the inherent conflict of interests, 
carries with it the potential danger of insufficient attention being given to suprasectoral developments 
and new developments outside the sector structure.… [This produces] vocational education 
programmes that are not broad enough, and fail to provide adequately sustainable qualifications for 
occupational performance and social functioning. The balance between what needs to be acquired in 
initial education and what should be learned during one’s occupational career appears to be upset by 
the great influence of business and industry on the content of study programmes (Borghans and 
Henke, 2004: 94)

A related factor in the overall critique of the system has to do with the role of CBE. In 
debates against CBE that are similar to those in South Africa and the UK, Geurts and 
Meijers argue that OBE comprises various forms of experiential learning by means of 
problem-driven training, with ‘more attention being given to the development of concrete 
occupational skills, often to the detriment of abstract and theoretical knowledge’ (2009: 6). 
They are critical of the ‘Constructivist’ theory underpinning CBE which assumes that 
individuals actively construct knowledge by interpreting new information on the basis of pre-
existing knowledge, earlier experience, and from personal values and attitudes. 
‘Construction – as opposed to instruction – is the primary form of learning’. They criticize 
the imposition of a vocationally-driven curriculum framework as the imposition of an 
industrial educational policy which has ‘resulted in the disappearance of almost all 
innovational ability in the schools today’ (Geurts and Meijers, 2009: 10). They demand that 
schools abandon their passive roles in the VET system, and become more proactive in 
defense of good schooling and so disallow the content of education to be ‘solely 
determined by the needs and wishes of regional employers’, which has led to a 
‘qualitatively emaciated supply’. The wishes and needs of social partners can therefore only 
partially determine what a good educational “supply” would be. For a good balance 
between supply and demand, the ‘professionalism of the school itself has to be given a 
more central role’ (Geurts and Meijers, 2009: 10).
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These are harsh criticisms of a model that in many other reviews – particularly those done 
by Ashton, Sung and Raddon - are very complementary about its successes, particularly 
when done in comparison with the poor performance of other SSC systems such as that in 
the UK. As a conclusion, it would be correct to acknowledge the successes of the Dutch 
model and the lessons that can be learnt from it, including the risks over-zealous employer 
inputs can have on the evolution of a broader and socially developmental school 
curriculum. 



84

Chapter Five 

Best Practice: Singapore

INTRODUCTION

This chapter provides an account of Singapore’s successful vocational training system. It 
begins by sketching the historical evolution of the modern Singaporean state and economy 
since independence in 1965. Singapore’s role as a successful although illiberal 
development state is outlined. The discussion focuses on four developmental phases 
Singapore has traversed to become one of the world’s leading economies. The focus then 
changes to education and training, and a brief outline is painted of the schooling, 
polytechnic and university sectors. This is followed by a description of the continuing 
education and training system (CET) developed since 2003 for adult employed workers. It 
is within this latter institutional sub-system that the sector skills councils of Singapore are 
located – dedicated to the skills upgrading of employed adult workers. Throughout the 
discussion, the direct role which education and training has played in support of 
Singapore’s four industrial and development phases, is outlined.  

Early history

Singapore is a ‘city-state’ comprising 60 small islands with the main island being 59 square 
metres in size. It has a population of 3.8 million people, with 75% of the population 
Chinese, 13.7% Malay, 8.7% percent Indian, and 2.6% made up of other nationalities, 
mostly from Central Asia and Europe. A former British colony, it achieved self-governance 
in 1959, and after a failed attempt to merge with Malaysia, Singapore became a sovereign 
state in August 1965 (Boon and Gopinathan, 2006; 12; Osman-Gani and Tan, 2000: 305; 
Ortmann, 2009: 25).

The evolution of modern Singapore has been founded on a very repressive history. The 
ruling party, the Peoples Action Party (PAP), which has been in power for 48 years since 
1965 was initially a marriage of political convenience in the 1950s, born out of the struggle 
for independence. It comprised two dominant factions: firstly, the well-organised leftist and 
nationalist grassroots organisations, whose socialist rhetoric and inclusion of communists 
alarmed colonial authorities and other elements of the Singapore ruling establishment. 
Secondly, it involved moderate English-educated middle class nationalists such as Lee 
Kuan Yew (who became the first Prime Minister of Singapore in 1965 and ruled for 30 
years). However, the leftwing split away in 1961 – to form the Barisan Sosialis (BS) or 
Socialist Front - over differences with regard to merging with Malaysia.  The split left Lee 
and his moderate middle class faction with uncontested supremacy within the PAP (Rodan, 
2006: 5)

What followed in independent Singapore after 1965 was a determined effort to break the 
power of the left through harassment, intimidation and detention aimed at ‘dismantling their 
social and organisational bases within civil society’. Targets for repression were the 
Socialist Front and the trade union movement but journalists, student leaders and others 
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also ‘felt the heat’ (Rodan, 2006: 6). Austin describes the new dispensation which emerged 
in Singapore in 1965 as anti-liberal, ‘having never made any attempt to hide the fact that 
they do not perceive liberal democracy as being of high-value’ (Austin, 2008: 2). According 
to Austin, the 1965 independence dispensation was founded on:

1. A redirection of popular sentiments away from politics towards the economy;
2. A reduction of political competition to a single-party state, tantamount to the ‘elimination of 

politics’; and
3. Increased power centred around the administrative and bureaucratic authority with only

minimal direct accountability to the public and, sometimes even at the expense of elected 
politicians (Austin, 2008: 2-3).

Austin defines Singapore as an ‘administrative state’, consisting of politicians and a 
selected elite bureaucracy-intelligentsia, who themselves enter politics through the PAP. 
The role of state administration in Singapore is very different from the Western conception 
of a liberal bureaucracy. In Signapore, politicians take on the role both of policy-makers and 
policy implementers, as opposed to the policy-enacting role prescribed to them within the 
liberal-model (Austin, 2008: 3). Rodan interprets the processes unfolding in Singapore 
since 1965 as the merging of state and party. Singapore’s political elites consolidated their 
hold on power by dismantling the old party structures and methods of electoral mobilisation in 
favour of a merger of party and state. PAP has then used the instruments of government to 
extend its power base. All of this has ‘undermined the basis for independent, oppositional 
political coalitions to emerge’ (Rodan, 2006: 3).

A number of measures were used to tighten up control: a repressive legal and 
administrative system which tightened up avenues for political contestation and expression 
(for example, through the media). Even the courts were affected. The state frequently 
appointed loyal career civil servants with close ties to the government to the judiciary. Even 
PAP cadres and other close affiliates of the party became part of the judiciary: 

The active discouragement of a professional judiciary within the subordinate courts also serves to 
ensure that these courts adopt the characteristics of the civil service including implicit support for the 
political executive and its power arrangement (Worthington, as quoted in Rodan, 2006: 13).

The Singapore state in more recent times has acted to control content on the internet. 
Amendments to the Parliamentary Elections Act in 2001 have effectively restricted coverage on 
the internet during elections. Government bars websites that are not registered as political 
organisations from political promotion or campaigning during elections. The use of mass email 
messages containing political advocacy by individuals is also potentially under scrutiny, to 
prevent such messages circumventing the above restrictions. In 2001 the Singapore 
Broadcasting (Amendment) Bill also brought foreign broadcasters into line with regulations for 
printed media, barring them from ‘interference in domestic politics’ (Rodan, 2006: 23). The
Economist ranks Singapore 84 among 167 countries in its 2007 Democracy Index.
Singapore is listed as a ‘hybrid regime’ - a mixture of authoritarian and democratic
elements. Interestingly, many of the South East Asian ‘development states’ have similar 
‘hybrid’ rankings: Malaysia (81), Hong Kong (75) and Indonesia (65)1. 

                                           
1 The index looks at 60 indicators across five categories: electoral process and pluralism, civil liberties, 

the functioning of government, political participation, and political culture (Bhasin, 2008: 9).
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A technocratic elite

Whilst the 1960s and 1970s were periods of blatant repression and a time when PAP 
consolidated its power base, the 1980s and 1990s witnessed a period where more 
‘technocratic, administrative and legalistic techniques and ideologies of state political 
repression and co-option’ were used (Rodan, 2006: 5). Rodan sees this shift as a generational 
one within the elite structures. This was a time when many of the original PAP leaders retired 
and a more educated, technocratic state-employed elite took over political control. 

… during the 1980s, the so-called ‘Old Guard’ leaders were progressively replaced by leaders lacking 
conventional political skills or experience of oratory, organisation, and mobilisation, but who were 
imbued with technical or managerial skills functional to the economic interests of the party state. This 
was not simply the triumph of political elitism for its own sake, nor simply the luxury of a de facto one-
party state that had obliterated opposition. Rather, it was symptomatic of the heightened structural 
importance of statutory bodies to Singapore’s political economy (Rodan, 2006: 10)

The state has since then been very effective in moulding this civil service into loyal agents 
of economic development. They have been particularly effective throughout several 
decades in maintaining political stability, and as a consequence, being able to undertake 
long-term planning without intermittent disruptions caused by political unrest and changes 
in government (Huat, 2011: 30)

The creation of national identity

Singapore was a newly-borne state and nation at its birth in 1965. One of the more 
important tasks of government has been to build a sense of national identity from scratch, a 
process which has helped consolidate the stability of the political and economic regime that 
has become Singapore today. The need for it became a priority in the 1980s once the first 
task of independence had been put in place - that is, the building of a successful export-
oriented manufacturing economy. It now became necessary to consolidate the economic 
gains made at a more cultural and ideological level. Hence the interest in national identity 
(Ortmann, 2009: 27).

This process was very carefully orchestrated by the political leadership in Singapore 
through, for example, speeches of the top leadership at National Day parades. The process 
drew on a number of values and attributes of the Singapore people, including:

 The metaphor of ‘crisis’ and ‘survival’: the ruling elite in Singapore have used the 
metaphor of ‘crisis’ and ‘survival’ very effectively since the tensions with Malaysia 
over forming a united Malayia in 1962-63. The metaphor also reflects the threat of 
being surrounded by enemy territory (a Chinese island-city surrounded by larger 
Malay states). It also used the scarcity of natural resources as an additional fear to 
rally support for government to overcome the ‘crisis’ (Ortmann, 2009: 29). The 
metaphor was also used as a means of warning Singaporeans not to take success 
for granted and to seek ways of remaining competitive permanently. During all of 
Singapore’s crises - such as the  Asian financial crisis of 1999 and the global 
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recession of 2008 - this ‘crisis’ and ‘survival’ metaphor would be utilized by 
government to rally the citizenry behinds its efforts of reform (Huat, 2011: 35).  

 Civic nationalism: Ortmann talks of the elite consciously acting to generate a 
common culture that is supportive of the existing PAP-led political system. This 
‘results in loyalties to the nation and, once it becomes embodied in a state, also to 
the state’. Ortmann terms this acquiescence an ‘authoritarian form of civic 
nationalism’ – a process that must be continually renegotiated between the 
government and the people (2009: 26).

 Confucianism: Marginson raises the issue of ‘Confucianism” as another factor 
shaping Singapore’s national identity and its education and training system. He 
highlights the strong family emphasis on education in Confucion society as key. He 
argues that within Confucianism an ‘educated child brings honour to the family and 
better protects continuity with the ancestors, thereby locating the family both in and 
beyond time. For those who believe in confucianism, there is no greater aspiration’ 
(2011: 598).

 Asian values:  The PAP regime has added ‘Asian values’ to the religiosity derived 
from Confucianism. The so-called ‘Asian values’ include a number of dispositions: 
for example, the importance of the group over the individual; support for the strong 
hierarchical foundations of society; nation before community and society above self; 
family as the basic unit of society; consensus (not conflict) and racial and religious 
harmony. All of these so-called ‘Asian values’ were rallied to the cause of developing 
a ‘sense of belonging and feeling of togetherness’ among the Singapore populace 
(Ortmann, 2009: 31). Rodan believes these values have been constructed by the 
PAP regime as an alternative to liberal democracy which emphasises individual 
freedoms. The latter values are ‘supposedly alien to Asians, whose cultural traditions 
predisposed them to group identity and consensus politics’ (Rodan, 2006: 17).

 Meritocracy and elitism: Meritocracy is another founding value orientation of 
Singaporean society. It was initially emphasised in the 1960s to avoid selection of 
civil servants on the basis of ethnicity. This would have been highly divisive and 
explosive in a multi-ethnic society dominated by the Chinese. Hence, the PAP 
regime chose to emphasise meritocracy and sought early on to select the best and 
brightest to enter the civil service. In doing so, Singapore’s leaders effectively 
reduced the threat of corruption – a major problem for other developing countries 
elsewhere in the world.  However, it has had a downside, with the creation of a state 
elite. While the first generation of leaders were politicians who emerged out of the 
struggle for independence from Britian, the second and third generations (from the 
1980s onwards) were largely highly educated technocrats (Ortmann, 2009: 30).

 Materialism:  By the 1980s, Singapore’s economic progress was well-established 
and very visible among the citizenry. An emergent ‘materialism’ was seen as a 
problem by the ruling elite – reflective of bad Western vices and individualistic 
behaviour. Nonetheless, the economic benefits to citizens, for example, housing, 
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education, social welfare and healthcare were important counters to gross-
materialism and which emphasised loyalty to a state that performed well and 
delivered key benefits to its citizens (Ortmann, 2009: 28, 30, 35; see also Sung, 
2006: 52).  

SINGAPORE AS DEVELOPMENT STATE

Singapore has been defined as the archetypal ‘development state’. Key components of this 
economic trajectory include:

1. At least four phases of state-led industrial policy to move Singapore continuously up 
the value chain;

2. A number of very effective key state agencies capable of driving continuous 
improvement, including the Ministry of Trade and Industry (MTI), the Economic 
Development Board (EDB) and more recently established, the Workforce 
Development Agency (WDA). 

3. A highly efficient state bureaucracy able to implement effective cross-sectoral 
horizontal coordination – a key ingredient required for long-term planning; 

4. A two pronged approach to investment capital, comprising firstly, the encouragement 
of multinational corporation (MNC) investments whilst buttressing this with public 
investments in infrastructure and government-linked companies. 

5. Strong support for the market mechanism and competitiveness (Sung, 2011: 12; 
Yusuf and Nabeshima, 2012: 42). 

Sung adds another dimension based on the work of Wade (1990) who identified the need 
for state agencies to accumulate high levels of productive investment which could be 
reinvested back into the economy for future economic growth. Although the market played 
a crucial part in this operation, Wade argued that this could only be done most effectively 
by state coordination. In the case of Singapore, this was done via government-owned 
companies and the Government Investment Corporation, which invests Singapore’s large 
foreign currency reserves (Sung, 2011: 2).    

Yusuf and Nabeshima emphasise the importance of state coordination – the need for 
extramarket institutions to achieve the high levels of ‘synchronicity, with a government 
agency acting as a convener, a clearinghouse for proposals, and a source of financing, as 
well as a source of signals to help orchestrate business decisions’ (2012: 41). The 
Singaporean governments’ capacity to implement all of these industrial policy decisions 
and cope with the significant ‘ramping-up’ each of these phases entailed, reflects the 
importance of state coordination even further. 
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… the importance attached to intangibles and the soft infrastructure undergirding development meant 
that institutions and capabilities supporting planning, coordinated policy making, policy 
implementation, the evaluation of results, and the integrity of governance mechanisms were given 
due attention (Yusuf and Nabeshima, 2012: 48).

Tripartism 

Singapore is currently different to some of the other Asian, Celtic and Nordic ‘Tigers’ 
because of its continuing ‘one-party state’ characterisation into the current period. It has a 
small resemblance of Nordic and Central European tripartism. However, in the repression 
of socialists and communists in the 1950s and 1960s, leftwing unions were replaced by 
more compliant company unions affiliated to the PAP regime. The National Trades Union 
Congress (NTUC) is the sole national trade union movement in Singapore today. Relations 
between NUTC and PAP are extremely close with PAP cadres serving as NYUC leaders 
and viz versa (Fashoyin, 2010: 4). Nonetheless, the NUTC has played an important role in 
supporting the restructuring efforts in each of the four major industrial policy phases, of 
ensuring that worker skills are upgraded and jobs saved. Some of the tripartite decisions 
made between employers and unions to manage the transition to higher value-added 
production include:

1. Sending workers for retraining
2. Redeploying workers to alternative areas of work within the company
3. Implementing a shorter working week
4. Using the flexible wage system to adjust wage costs (Fashoyin, 2010: 25)

Another interesting contribution made by the NUTC to Singapore’s overall development is 
the work of the Employment and Employability Institute (e2i) – which NUTC runs. Launched 
in 2008, it is a one-stop shop for jobseekers, employers and training providers. The institute 
provides workers with job and training opportunities. Its primary aim is to promote the 
employability of Singaporean workers. It is financially supported by the state through the 
Workforce Development Agency (Fashoyin, 2010: 14).

The basis of the state’s legitimacy   

The PAP has won an overwhelming majority in the national elections run every four years –
slowing increasing it from 54% in 1959 to 75% in 2001 (Sung, 2006: 51). This loyalty is 
clearly related to the material benefits accruing to Singaporeans since 1959:

… individuals are persuaded by the rationale behind the PAP pragmatism – as it is about solid 
prosperity for Singaporean society as a whole. After all, the PAP policy has brought about sustained 
economic development and significant improvements in standards of living for all (Sung, 2006: 52).

Although the evidence is clearly present in Singapore to describe it as an authoritarian one-
party state, Sung disagrees. He argues that the basis of legitimation is a more complex and 
socially-engineered trade-off between the regime and its workers. He calls the latter the 
‘development worker’. He or she is a worker who participates in delivering the economic 
vision of the developmental state in exchange for both current and future benefits to 
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themselves and their families (Sung, 2006: 47). Sung identifies three distinguishing 
features of the ‘development worker’. They:

1. Provide a substantial level of support to the developmental state and its long-term 
development strategy;

2. Provide a very high level of participation in the up-skilling and re-skilling process; and
3. They maintain a negotiable relationship with the developmental state, trading off current 

sacrifices for future tangible benefits (Sung, 2006: 73)

Sung develops the concept of ‘stakeholding’ alongside his idea of the ‘development 
worker’. In this conception, the developmental worker becomes part of the system and has 
a stake in the system. He or she develops tangible ‘assets’ - current and future - by 
participating in the system of production (Sung, 2006: 92). Stake-holding through this form 
of welfare provisioning (owning houses and accessing lifelong social welfare and medical 
aid) is not about creating an equal society, but rather, about establishing one’s own stake 
within society under the leadership of the developmental state (Sung, 2006: 93). According 
to Sung, this is not straightforwardly an authoritarian state, but rather, a well-crafted and 
socially engineered stake-holder society based on the active participation of the workers 
themselves. It is in their ‘interest to protect and increase the value of their societal stake 
that their hard work has earned them over a long period of time’ (Sung, 2006: 73, 97). 

Four key agencies of the development state 

A major component of the success of the Singapore developmental state model has been 
its capacity to undertake effective horizontal coordination across a number of state 
ministries and departments involved in implementing the education and training 
requirements of the differing industrial policy phases introduced between 1965 and the 
current period. 

‘Horizontal Coordination’ is understood to be the management of a set of activities between 
two or more organizational units within the state, ‘where the units in question do not have 
hierarchical control over each other and where the aim is to generate outcomes that cannot 
be achieved by units working in isolation’ of each other (Bakvis and Juillet 2004, 8). 
Horizontal coordination in most instances is required to achieve multi-sectoral policy 
objectives which span across a range of discrete national government departments, most 
of whom usually function in isolation from each other, with none taking ultimate 
responsibility for the attainment of the collective (multi-sectoral) policy objectives under 
consideration.

The need to attain horizontal coordination capabilities - to manage these ‘joined-up’ inter-
dependencies across boundaries - poses serious difficulties for the traditional 
conceptualisation of government. It needs to move from a ‘pre-occupation with intra-
organisational imperatives to a commitment to the building of inter-organisational capacity’ 
(Williams 2002, 105). This requires capabilities that emphasise relationships, 
interconnections, interdependencies and holistic thinking. These capabilities contrast 
sharply with the traditional conceptions of government based on hierarchical structures and 
on accumulated ‘wisdom’ which are often resistant to change from outside. 
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Horizontal coordination is therefore about seeing certain policy outcomes in the real world 
not through mono-departmental blinkers (for example, ‘education’ or ‘industrial policy’) but 
as cross-departmental, cross-sectoral effects. Many requirements of the new global 
‘knowledge economy’ are only acquired by a collective of institutions dynamically 
interacting with each other, supported by state and market, and not by single institutions 
operating in isolation, or via the market alone. Examples of these collective goods are:
multi-functional skills; enterprise research and development (R&D); networking; industrial 
clustering; co-operative industrial relations; higher education-industry partnerships; and 
regional economic development agencies.

In Singapore, there are a number of lead departments and government agencies which 
have played this horizontal coordination role very effectively over four phases of industrial 
policy change. The next section will discuss four of these agencies. 

Ministry of Trade and Industry 

The Ministry of Trade and Industry (MTI) in Singapore has played a similar role as the ‘lead 
agency’ to that of its counterpart in Japan - a lead agency that drives industrial policy. Its 
role is to anticipate structural change, to identify opportunities for growth, to rationalise 
existing policies and to give broad direction to other government departments and agencies 
(Sung, 2011: 2). Supporting the MTI are a range of semi-autonomous agencies, one of 
which is the Economic Development Board (EDB) which has the primary function of 
attracting foreign direct investment and amongst other functions, meeting foreign investor’s 
skill requirements. Sung outlines how these agencies work with each other to achieve the 
above ‘linkage’ between industrial policy and skill requirements: 

Once the developmental vision is identified and set by PAP leadership, the MTI spearheads the rest 
of the system by implementing the necessary processes of economic growth. The targets set will 
inform the work of the various government ministries and departments involved…. Other departments 
such as the Ministry of Education and Ministry of Manpower are subordinate to MTI. This ensures that 
the requirements of industry are always taken into account when decisions about skills and human 
resource allocation are made (Sung, 2006: 70). 

Once the needs of investors – foreign and local – are known, the Investment Board 
determines the likely future demands on the country’s human resources. The MTI then 
collates this information, which is used to determine future ‘manpower’ projections.  The 
work of the MTI then cascades down to other workforce development agencies such as the 
EDB, the WDA and the Ministries of Manpower and Education (Sung, 2006: 71). 

Economic Development Board

The EDB was set up in 1970 with the specific mission of attracting foreign investment into 
Singapore. But it also played a significant role in strengthening the industrial training 
system. In addition to the tasks prescribed to it by the MTI, by partnering with MNCs such 
as Tata of India, Rollei of Germany and Philips of Holland, the EDB established several 
‘Joint Government-Government Training Centres’ which later became fully fledged 
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Technical Institutes. These institutes were able to meet the more specialized skill needs of 
the MNCs which the local training system was not ready to provide (Seng, 2011; 4).

Workforce Development Agency

The WDA is a national agency which sets targets for education and training at all levels. Its 
predecessor, the Council for Professional and Technical Education (CPTE) was very 
influential. Sung viewed this council as ‘institutionalising the link between industrial policy 
and the education and training system’ (2006: 71). Continuing with this role, the WDA is a 
tripartite body which works closely with employers and unions to enhance the employability 
and competitiveness of Singapore’s entire workforce, from rank and file workers to 
technical professionals, managers and executives (Fashoyin, 2010: 13)

The WDA micro-manages the specific output of skill supplies. It does so by disaggregating 
the overall target into specific targets for the higher, further and schooling sectors. Funding 
is then determined based on envisaged WDA targets (Sung, 2006: 71). Most institutional 
plans have a five year projection cycle, but are adjusted every two years to allow for flexible 
adaptation to changing targets and requirements.

The formation of the WDA was a proposal contained in the report of the influential 
Economic Review Committee (discussed further later) which identified a number of 
problems facing Singapore, including the increased competition in low-skill manufacturing 
emerging from other low-wage countries in South East Asia (ESC, 2003). Singapore’s low-
skill manufacturing phase left a damaging imprint which continued into the early 2000s – a 
large proportion of Singapore’s workforce were low-skill. The report of the Economic 
Review Committee proposed major structural change supported by up-skilling and re-
skilling. The WDA was established in 2003 to accomplish this task, primarily through a 
focus on existing workers and continuing VET. The new national continuing education and 
training (CET) system was defined by a number of initiatives: 

 To upskill existing employed workers by building a new CET system; 

 The launch of a new qualifications framework for adult workers - the Workforce Skills 
and Qualifications (WSQ) framework. The WSQ covers 24 sectors and has seven 
levels, from certificate to graduate diploma;

The WDA is also actively involved in curriculum and quality assurance. The WDA has its 
own curriculum design division to design the various levels of WSQ qualifications. The 
WSQ is modular and competency-based, with each qualification divided into ten 
‘statements of attainment’ (or SOAs). Learners are able to take up any qualification in a 
‘bite size’ manner by SOAs. The WDA has separate divisions which undertake quality 
assure and award WSQ qualifications (Sung, 2011: 5).
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Government linked companies (GLCs)

Perhaps the most powerful ‘intervention agency’ developed by the Singaporean 
government has been the creation of several ‘government linked companies’ (GLCs) which 
have operated within the free market. The Singaporean government created Temasek 
Holdings Ltd in 1974. It performs the role of holding company for many other GLCs that
dominate different sectors of the Singaporean economy. These GLCs account for about 10 
percent of Singapore’s total output and 25 percent of local stock-market capitalization. 
Haque sees this approach as part of the developmental state’s efforts to create an 
‘efficient, technocratic, and managerialist bureaucracy empowered to govern the market
system’ (2004: 229). Such an intervention in the market is justified by the Singaporean 
state by viewing the GLCs as a substitute for the weak private sector, to ensure rapid 
industrialization, and maintain political and economic stability (2004: 230). According to 
Yusuf and Nabeshima, state-owned companies are more responsive to developmental 
state dictates: 

Its large government-linked corporations were more responsive to incentives, and longer-term
financing was more readily available from public banking institutions and sovereign wealth funds
(Yusuf and Nabeshima, 2012: 42)

Some of the private sector companies that are state owned include: Singapore Airlines, 
Singapore Power, Singapore MRT, PSA Corporation, Keppel Corporation, Singapore 
Technologies, and the Media Corporation of Singapore. Haque notes, however, that the 
role of the state in the economy today is less interventionist and more facilitative –
‘supportive of market forces’ (2004: 231). Such measures include some privatisation, 
deregulation and liberalisation of sectors previously dominated by the state. In particular,
Temasek Holdings began a divestment policy that led to the market capitalization of S$88.2 
billion in its listed companies during 1985–99. Nonetheless, many GLCs still exist. These 
companies often help facilitate the policy of economic regionalization, complement foreign 
investment in specific technologies, and provide top policy-makers with attractive career 
opportunities and economic power bases (Haque, 2004: 231-2):

The arrangement of GLCs and the GIC provide the Singapore government and the ruling PAP, a 
network of power relations allowing it social control and political dominance… [and] the resources for 
social engineering, as well as for political reward and punishment. The GLCs have tremendous 
influence over all Singaporeans’ personal savings, housing, job opportunities and business contracts
(Bhasin, 2008: 3)

Strategic planning

In addition to the efforts of these lead agencies, Singapore has periodically brought 
together the tripartite partners who have taken stock of past performance and who have 
shaped a new strategy for the next medium- to long-term phase. Three key documents 
have been produced through such tripartite processes. They were:

 The 1997 Committee on Singapore’s competitiveness
 The 2003 Economic Review Committee report entitled New Challenges, Fresh 

Goals: Towards a Dynamic Global City
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 The 2010 Economic Strategies Committee entitled High Skilled People, Innovative 
Economy, Distinctive Global City.

Each of these documents have been very influential in shaping Singapore’s response to 
developmental problems faced, for example, the issue of competitiveness and productivity-
based growth in 1997, the need to upgrade low-skill workers through a revamped CET 
system in 2003. Other themes highlighted by these tripartite reports have been the sectoral 
targeting of new industrial niche areas such as biotechnology, medical instruments and 
precision engineering, and the need to develop Singapore as a distinctive global city with 
advanced technology and a creative and innovative labour force. 

FOUR PHASES OF DEVELOPMENT 

The next section will outline the four developmental phases which Singapore has traversed 
in its economic trajectory from a poor and under-developed colonial territory to the very 
wealthy first world island-economy it is today. Two defining features shape each of these 
four phases. Firstly, the leadership of PAP have continuously sort to move the island 
economy up the value chain (Sung, 2006: 53). Secondly, the state bureaucracy has very 
effectively used ‘Manpower Planning’ techniques to continuously link education to the 
evolving needs of industry. The four phases to be discussed in the next section are:

 Phase One: Attaining export-oriented low-cost manufacturing 
 Phase Two: Launching the ‘second industrialisation’ and moving up the value chain
 Phase Three: ‘The Next Lap’ towards becoming a ‘first world economy’ 
 Phase Four: Becoming a knowledge-based regional hub

Phase One: Attaining export-oriented low-cost manufacturing (1959-1979)

The first phase began very soon after independence in 1965 with a decision to encourage 
MNCs to invest in Singapore – with a range of attractive incentives including the availability 
of low-skilled, low-wage and compliant labour. Huat notes that during this early phase of 
South East Asian development, three important sources of cheap labour in the region were 
closed to global markets. These were the communist regimes of China and Vietnam, as 
well as the highly centrally-planned Indian economy (2011: 37). Indonesia, too, was pre-
occupied with internal political instability in the1960s and 1970s. All of this meant that the 
provision of low-cost labour in the region became Singapore’s comparative advantage. 
Singapore rapidly became the focus of export-oriented low-end manufacturing in textiles 
and electronics in the region.

VET response in the first phase

The main problem facing this phase of development was the very poorly educated 
populace, and the absence of a decent schooling and VET system (Sung, 2006: 55-56). 
Hence, the first priority in the 1960s was to expand the educational system, especially 
primary and secondary education. The Singapore Vocational Institute was established in 
1964. Additionally, a Technical Education Department was established within the Ministry 



95

of Education in 1968 to spearhead the development of secondary vocational education, 
industrial training and technical teacher training. All male students in lower secondary 
school education had to take a technical school subject. By 1972, there were nine 
vocational institutes and the number of graduates greatly increased from 320 in 1968 to 
over 4000 (Seng, 2011: 4).

As indicated earlier, the EDB was launched in 1970. It played a significant role in 
strengthening the industrial training system through its promotion of inward investment. It 
partnered with MNCs Tata of India, Rollei of Germany and Philips of Holland, to establish 
Joint Government Training Centres. This relationship with MNCs was highly innovative and 
beneficial to Singapore as it forced MNCs to share in the development of expertise and 
transfer some of its technological capabilities to Singaporean entrepreneurs and workers 
(Seng, 2011: 11). More innovatively, these joint Technical Institutes were absorbed into 
what became Singapore’s Nanyang Polytechnic and the Institute of Technical Education. 

Another important development in this period was the establishment of the Vocational and 
Industrial Training Board (VITB), the predecessor of the current Institute of Technical 
Education. Its mandate was to take in secondary school leavers who were less 
academically inclined and put them through a vocational programme. The nine Vocational 
Training Institutes under the VITB offered a wide range of artisanal courses, the most 
popular of which were electrical, electronics, maintenance and repair of motor vehicles, 
refrigeration, air conditioning, carpentry, masonry, and plumbing. Enrollment in VITB 
institutes also rose from 2,800 to 14,000 during this period. By 1976, close to 20 percent of 
the secondary school population was receiving technical education.

Even though Singapore made significant progress with educational expansion and 
economic growth in the 1960s and 1970s, its education system continued to suffer several 
‘systemic’ problems. For example, a large percentage of adult workers had very poor 
literacy and numeracy skills. In addition, there was poor throughput and significant wastage 
in the school system. Out of 1,000 pupils entering primary school, on average 206 dropped 
out of school nine years later without acquiring any useful qualification or skill. The low 
education standard in the 1970s was also reflected in the poor literacy levels, in terms of 
proficiency in the English language. On average, only 40% of school students passed the 
O-level Cambridge Schools Examinations in the 1970s (Lee, Goh and Fredriksen, 2008: 
21). These problems persisted throughout the 1970s and formed part of the basis for 
launching a Phase Two (Sung, 2006: 57).

Phase Two: Launching the ‘second industrialisation’ (1979-1991)

By the late 1970s Singapore was feeling the effect of other players moving into the niche 
market for low-cost manufacturing in South East Asia. Countries such as Thailand, 
Malaysia, Indonesia and the Philippines had significantly lower labour costs (Sung, 2006: 
58). As a means of combating this problem, Singapore launched the ‘Second 
Industrialisation’ phase in 1979. Its main purpose was to move Singaporean manufacturing 
up the value chain towards higher valued-added production. The emphasis shifted to a 
strategy that could accelerate Singapore’s transition from a ‘third-league’, labour-intensive, 
industrializing country to a ‘second-league’, capital-intensive economy (Lee, Goh, 
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Fredriksen and Tan, 2008: 23). The Second Industrial Revolution was launched in 1981 to 
accelerate Singapore’s transition to a more sophisticated technological base.

The methods used to undertake this restructuring included both ‘wage correction’ and large 
investments in education and training. ‘Wage correction’ was a tactic used by government 
to artificially inflate the cost of low-skill labour and thereby ‘encourage’ Singaporean 
manufacturers to consider upgrading to higher value added production – or relocate. The 
EDB also began enticing new MNCs to introduce higher value added production in 
Singapore (Sung, 2006: 58-59).

The education and training changes introduced by government in this period included the 
introduction of a skills levy on employers – the Skills Development Fund (SDF) - in 1979. 
The PAP government intervened strongly from this point onward to upgrade workers skills 
through a range of training programmes administered by the Vocational and Industrial 
Training Board (VITB) set up in 1979. A number of Continuing VET programmes were also 
established, including the Basic Education for Skills Training (BEST), Work Improvement 
Through Secondary (WISE) and Modular Skills Training (MOST). Focusing on English 
Language and Mathematics, BEST and WISE have benefited a quarter of a million working 
adults in helping them to acquire a Primary or Secondary level education (Seng, 2011: 5).   

Of interest here is that the main government document advocating the need for a new 
(second) phase of development was an education report – and not an economic or 
industrial strategy report. The Goh Report of 1979 outlined a number of failings of the 
schooling system, and advocated a rapid skills adjustment process for employed workers. It 
also spoke of the need to develop a ‘socially-disciplined’ and ‘cohesive’ workforce – the 
beginning of what is now a long-standing interest shown by the Singaporean state in 
shaping national identity and values (Sung, 2006: 60; Ortmann, 2009: 30).  

The reformist thrust of this period also impacted on schooling. A number of schooling 
problems had persisted throughout the 1960s and 1970s. The response of the PAP regime 
was to introduce the ‘New Education System’ in 1979, which introduced three streams to 
allow pupils to progress at a pace more suited to their abilities. By the early 1980s, the key 
features of the new efficiency-driven system were in place: a national curriculum with a 
stress on bilingualism and civic education, and a reinvigorated focus on the importance of 
science, mathematics and technical education (Lee et al, 2008: 23). 

Phase Three: ‘The Next Lap’ towards becoming a ‘first world economy’ (1991-2003)

In the late 1980s, a prosperous Singapore saw its next challenge as that of becoming a first 
world economy such as Switzerland in terms of lifestyle, skills and economic clout. In 1991, 
Singapore defined its ‘Next lap’ in terms of eight strategic thrusts:   

1. Enhance human resources
2. Promote national teamwork (by establishing a tripartite National Economic Panel)
3. Become internationally oriented and invest in the East Asian region
4. Create a conducive climate for innovation
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5. Develop manufacturing and service clusters
6. Spearhead economic redevelopment
7. Maintain international competitiveness
8. Reduce vulnerability (in relation to foreign investments and MNCs remaining in 

Singapore) (Osmani-Gani and Tan, 2000: 307)

It is clear from these strategic thrusts that a number of new priorities had been identified as 
part of the third phase (The Next Lap). Firstly, the new economic focus was to develop 
sector-based ‘clusters’. Singapore remained pro-MNC but now sought to attract only those 
firms that were able to invest in industrial clusters that were deemed able to provide the 
next wave of economic expansion (Lee, Goh and Fredriksen, 2008: 5). New industrial 
priority areas identified for cluster development included: advanced electronics; product 
testing and analysis; medical; scientific instruments and other precision products;
biotechnology; process control and automation equipment; optical and electro-optical 
applications; specialized chemicals and plastics among others (Low, 1998: 8). 

One of the advantages of clusters is that their formation is premised on links and networks 
of various kinds. This clustering occurs both vertically (buyer/supplier) and horizontally
(common customers, technology, channels, etc). Competitive supplier industries arise and 
they help to encourage world-class downstream industries. Once a cluster forms, the whole 
group becomes mutually self-supporting (Low, 1998: 9).

Secondly, the services sector had by now emerged as a major player in the Singaporean 
economy, and so Singapore sought a dual strategy of growing higher value-added 
manufacturing alongside a services sector that would become a major international 
business ‘hub’ with more than 4000 MNCs operating in the region (Low, 1998: 8).  

Thirdly, the Next Lap explicitly prioritised R&D development to ‘shift Singapore 
progressively from a factor-driven to a more innovation-driven economic growth path (Low, 
1998: 8). Singapore committed itself to gross national expenditure on R&D to reach 2 per 
cent of GDP by 1995 (Low, 1998: 9). Fourthly, it was decided that Singaporean companies 
including GLCs needed to move out of the domestic economy and invest in the region. 

The ‘Next Lap’ also reflected the determination of the PAP leadership to undertake further 
skills upgrading. This took place during the 1990s at three levels: (1) The attainment of the 
basic skills required for effective participation in an advanced industrial society; (2) the 
enhancement of intermediate level technical skills; and (3) the expansion of higher 
education (Sung. 2006: 63). To meet these needs, the period of compulsory general 
education was extended from 8 to 10 years and major efforts were undertaken to improve 
bilingual language use (including English) and mathematical competence (Sung, 2006: 63). 
To improve on the second up-skilling requirement listed above, the Institute for Technical 
Education (ITE) was formed to provide a major ramping up of well-trained VET personnel at 
the intermediate skill level. 
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The ITE

The ITE was formed out of the merger of the former Vocational Industry and Technical 
Board (VITB) with some of the Technical Institutes established in an earlier era by foreign 
governments. The ITE was designed to allow maximum progression for those from 
vocational schooling, through to the polytechnics and university.  

Over a period of 21 years (1992-2013), the ITE has effectively rebuilt and transformed the 
former system of traditional ‘vocational institutes’ into top-line modern ‘regional colleges’. The 
ITE has successfully transformed public perceptions of vocation education. Seng argues 
that its unique brand of a holistic ‘Hands-on, Minds-on and Hearts-on’ vocational and 
technical education is widely recognized for its relevance, quality and values in a global 
economy. It is not a university or a polytechnic. Rather, it focuses on career-based 
vocational and technical education, and its goal is to train technicians and other skilled 
personnel for jobs and careers at the intermediate level in major sectors of the economy. Its 
three campuses are modern with excellent educational and sporting facilities. Having 
devised a comprehensive marketing plan to project the ITE as a ‘winning brand’, the 
government has defeated the pejorative images of vocational education that were inherited 
from the past (Lee et al, 2008: 27, 122; Boon and Gopinathan, 2006: 34). 

All students receive at least ten years of general education in schools, comprising 6 years 
primary and 4 years secondary. Depending on their academic achievements, aptitude and 
interests, about 90% of a student cohort enter a post-secondary education and beyond. 
The Junior Colleges provide an academic high school education for the top 25% and a 
route into university education (Seng, 2011: 7). The next 40% of school leavers enter the 
Polytechnics for a wide range of practically-oriented three-year Diploma courses in 
preparation for middle-level professions and management. Catering to the needs of the 
lower 25% of a school cohort, the ITE provides full-time institutionally-based VET courses 
under its “One ITE, Three Colleges” system of governance (Seng, 2011: 7).

With a wide range of courses, full-time student enrolment is 25,000. The ITE offers mainly
two-year programmes in Schools of Engineering, Business & Services, Electronics & Info-
Communications Technology, Applied & Health Sciences, Hospitality and Design & Media. 
Curricula are designed with direct input from industry. Formal progression from the ITE to 
the Polytechnic is possible, based on merit performance. There are several ‘ladders and 
bridges’ linking alternative pathways from the ITE to the polytechnic, and then on to the 
university to cater to different needs, talents and potential (Seng, 2011: 7).

The fourth phase (2003    ): Improved innovation, entrepreneurship and productivity 

A number of factors contributed to the shift towards the fourth phase in Singapore’s 
economic development. Firstly, the key processes of globalization had matured in 
Singapore, including trade liberalization, the loosening of capital controls, and the diffusion 
of new general-purpose technologies. This period witnessed a massive increase in cross-
border trade, principally of manufactures and raw materials, with GATT reforms allowing 
export-oriented firms in the lower middle-income and middle-income countries to build a 
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competitive manufacturing base. Between 1990 and 1995, global trade rose by 6.1 percent
per year (Yusuf and Nabeshima, 2012: 32). 

Second, a steady decline in the costs of surface transportation reinforced the effects of 
lower tariff barriers. This reduction in costs arose from technological advances such as 
containerization, ship design, and diesel engine technology and from advances in the 
handling of cargo at ports (Yusuf and Nabeshima, 2012: 32). 

A third factor accelerating the process of globalization was the off-shoring of manufacturing 
from European countries, Japan, and the United States to industrializing economies, where 
wages, rents, and other costs were lower. Led by the MNCs, production systems became 
global, with value chains stretching across several continents (Yusuf and Nabeshima, 
2012: 33).

Finally, the initial round of production off-shoring and outsourcing to suppliers in emerging 
economies was followed by a far-reaching elaboration - a specialization and geographic 
dispersion of production made possible by the greater technological ease of extending 
value chains globally and by ‘growing expertise in managing complex manufacturing and 
product integration processes’ (Yusuf and Nabeshima, 2012: 33). According to the 
influential tripartite Economic Review Committee:

… globalisation and rapid technological advances have changed the way we live and conduct 
business. Market conditions are constantly changing. Competition for talent and investment is 
intense. But it is also a more collaborative world in which countries rarely make entire products from 
start to finish. Design, production, distribution and servicing are each split into segments and spread 
all over the world. Every country has to carve a niche for itself by excelling in some areas, while 
linking up with other countries in the supply chain. In this new age of globalisation, Singapore’s lack of 
a domestic hinterland becomes much less of a disadvantage (Economic Review Committee, 2003: 2).

Another dimension of globalization less focused on in academic analyses, is a dramatic 
increase in the number of people attaining higher education qualifications globally. Sung 
(2011) and Brown et al (2010) both describe this phenomenon as an ‘education explosion’
in the supply of university educated workers in both affluent and emerging economies. This 
expansion of high-skilled labour has created a number of new problems for labour markets 
globally. In pure economic terms, the widening of access to higher education has led to a 
reduction in the value of these credentials on globally linked labour markets – and as a 
consequence, lower pay. Many graduates are now working in jobs with lower skill demands 
and lower pay rates than their predecessors a decade earlier. More importantly, this 
surplus of graduate labour across the globe has allowed competition, off-shoring and 
outsourcing to shift higher up the value chain to high-quality goods and services – at a 
lower cost than in the developed economies (Sung, 2011: 45-51; Brown et al, 2010). 

A further pressure on Singapore in this period was the Asian financial crisis of 1997 – which 
caught the ruling part off-guard. The crisis had far-reaching implications for Singapore, with 
growth rates plunging from 8% in 1997 to 1.5% in 1998, and with wide-scale retrenchments 
in the export-oriented manufacturing sector (Austin, 2008: 11). In addition, a number of 
MNCs operating in the lower-end of the manufacturing market relocated to lower cost 
destinations in Asia, increasing rates of unemployment not seen in Singapore for decades.
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A positive feature of economic crises, however, is that they can catalyze a chain of 
decisions and changes with potentially far-reaching consequences in certain national 
contexts – such as Finland and Ireland in the late 1980s and Singapore in the late 1990s 
(Yusuf and Nabeshima, 2012: 39). A crisis which acts to ‘drive home the seriousness of the 
situation confronting a country - or a corporation - can also lead to the articulation of a 
longer-range strategy and the commitment to its systematic implementation by mobilizing 
existing institutions and organizations or by establishing new ones with an eye to the 
proposed strategy’ (Yusuf and Nabeshima, 2012: 39). This is precisely the context in 
Singapore in 2003 with the launch of the fourth phase.

Sung argues that Singapore’s response to these new challenges was to focus on changes
within the firm which would yield far higher levels of productivity. Improved innovation, 
entrepreneurship and productivity were to be the basis of Singapore’s response to the new 
terms of global production and competition. To manufacture higher value-added products 
required a far-reaching process of work redesign. Work redesign is ‘based on the rationale 
that, by changing the content and arrangement of specific jobs, it is possible to improve 
productivity, quality of work and work experience’ (Sung, 2006: 67). Such changes could 
involve automation, computerization, in-sourcing or out-sourcing, and ‘high-performance’ 
modes of work – or a combination of these methods of work design. This reorganization of 
work requires new skills for all occupational levels and types: 

… for the first time, training is now addressed to all levels of ‘workers’ -  managers, owners and 
employees alike. In effect, up-skilling, in the latest model, compared with previous workforce 
development schemes, is for all, and not just for workers, say, with secondary education (Sung, 2006: 
69).

Emphasizing productivity improvement

The government launched its current programme – the fourth phase - in two documents 
produced by the tripartite Economic Strategies Committee (ESC):

 The first was launched in 2003 and was entitled New Challenges, Fresh Goals: 
Towards a Dynamic Global City  (ESC, 2003)

 The second was launched in 2010 and was entitled High Skilled People, Innovative 
Economy, Distinctive Global City (ESC, 2010)

Both documents spoke of Singapore’s lagging productivity and committed the country to 
achieving productivity growth of 2-3% each year over the next decade (ESC, 2010: 5). 
Future growth in GDP was to be obtained primarily from growth in productivity. This would 
require innovation as well as enhanced competitiveness and entrepreneurship in every 
sector:

… our enterprises must innovate. They must make greater use of technology and reorganise work to 
create better and higher paying jobs. Every employer must see this as their responsibility (ESC, 2010: 
5).
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The 2010 ESC recommended the setting up of a high-level national council to provide 
leadership and coordination to address productivity challenges across different sectors and 
different types of enterprises. An industry-specific response was needed given unique 
factors such as the competitive landscape and operating model within each industry. The 
ESC proposed that productivity efforts could range from the adoption of productivity-
enhancing innovations to re-engineering of processes to human capital development and 
training (ESC, 2010: 78). 

Prioritising productivity required a massive ramping up of educational capabilities, 
especially at post-school levels and in higher education. Upskilling was required across all 
segments of the workforce, from factory workers to managers to researchers and 
professionals of all stripes. For example, the quality of management was correlated with its 
effective adoption of technology its efficient use of resources, and its promotion of 
incremental innovation and human resource development. Better-educated individuals 
were more likely to engage in entrepreneurial activity and to start up high-tech activities. All 
of this required larger investments in tertiary and vocational education and domestic R&D
(Yusuf and Nabeshima, 2012: 44). Singapore has committed to raise its expenditure on 
R&D to 3.5% of GDP by 2015 – a level close to that of Finland and other top science 
achievers (ESC, 2010:23).

The new economic programme introduced by the ESC in 2010 entailed a two-pronged 
approach – of continuing to incentivise private investment (both domestic and foreign) and 
to buttress this private sector input with public investment in urban transport and 
communication infrastructure and on industrial parks. Singapore’s government-linked 
corporations also participated in this process as they were more responsive to 
government’s incentives to invest over the longer-term (Yusuf and Nabeshima, 2012: 42). 
The 2010 ESC plan comprised the following four additional components:

Expanding service sector exports 

Alongside the deepening of its manufacturing capabilities, Singapore also committed to 
growing exports from its services sectors. The remarkable growth in services world-wide 
during the past two decades has been made possible by the new ICT based technologies 
alongside financial globalisation and the increased outsourcing and subcontracting of 
business services on a global scale.  Singapore sought to become the business 
headquarters of MNCs operating and investing in Asia, especially in areas of Singaporean 
expertise such as: risk management and trading; asset management and private banking; 
loan syndication; project and infrastructural financing; and capital-raising. Together with the 
growth of other modern services, such as ICT, accounting, legal and consulting services, 
Singapore had the know-how to become the leading business hub in Asia (ESC, 2010: 18). 

Singapore becoming a regional business ‘hub’

The ESC report of 2003 took note that by 2018, the combined GDP of East Asia will 
exceed that of the USA and the EU. China’s and India’s transformations as giant 
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economies will be well advanced. It was the opinion of the ESC that Singapore will become 
a ‘key node in the global economic network, linked to all the major economies’: 

Within Asia, we will be a major hub serving the region, together with others like Hong Kong and 
Shanghai. Our efforts to build links to China and India will be yielding dividends. Our companies 
would have established significant presence in them and the region (ESC, 2003: 6).

To achieve this status, the 2010 ESC Plan committed Singapore to improve its transport 
and physical connectivity to Asia and the world. It sought also to grow opportunities in 
ASEAN, working together with regional partners to realise the vision of a single market 
under the ASEAN Economic Community by 2015. Together with enhanced transport 
connectivity, this will encourage businesses to deploy a whole value chain of activities 
across the region, building on the complementary strengths of the respective economies in 
East Asia (ESC, 2010: 17).

The 2010 plan sought to seamlessly integrate its superior physical trade infrastructure with 
its sophisticated business services sectors to harness the new patterns of trade and people 
flows to Asia. It also sought to develop Singapore as a leading consumer business centre. 
It aimed to build up a cluster of key companies in the consumer-centric fields such as 
marketing, branding, consumer research and market intelligence:

We should capitalise on our cultural affinity with the region, and develop Singapore into the pan-Asian 
location of choice – from which consumer insights are developed, consumer-centric businesses are 
grown and managed, products and services developed, tested and launched, and intellectual 
property (IP) and trademarks owned and anchored (ESC, 2010: 18)

A final feature of this regional hub plan was that Singaporean companies, particularly 
government linked companies (GLCs), increase their investments outwardly in the region. 
As a consequence of this decision, Singaporean investments are today growing in 
countries such as China, Vietnam, Indonesia and India (Low, 1998: 4).

Singapore as global city

Another of Singapore’s goals enshrined in the 2010 ESC Plan was to become a desirable 
‘global city’ – a place where the ‘creative classes’ of the world would consider working. The 
plan argues that New York and London are what they are, not because of the specific 
economic activities they conduct, but because people want to be there. ‘That too, has to be 
Singapore’s key advantage in the future’. Singapore will become a ‘global city and a 
meeting point in Asia for enterprise, talent, cultures and ideas, will be a source of 
competitiveness and growth in its own right’ (ESC, 2010: 8).

Singapore has committed to a large-scale city-wide regeneration process, including 
revitalising mature residential estates, developing eco-towns, decentralising commercial 
activity and connecting the island with convenient rail and road networks. It seeks to 
recycle existing industrial land to support new, higher value activities, and established new 
models of resource-efficient industrial clusters. The aim is to make Singapore a highly 
liveable place. A new waterfront city at Tanjong Pagar has been planned with several new 
arts and cultural facilities (ESC, 2010: 12). 
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Prioritizing new industries

As mentioned earlier, Singapore’s new growth path is premised on moving up the value 
chain through the deepening of existing manufacturing processes, but also through 
targeting new industries/technologies such as: luxury tourism; the bio-medical sciences; 
smart energy and water desalination (Singapore is dependent on Malaysia for its entire 
clean water  needs); electronics; information media; logistics; and finally, aerospace, 
transport, electronics and precision and chemical engineering (Pullen et al, 2012: 11).

The MNCs continue to play a major role. The success of Singapore today is the result of a 
joint effort between foreign and local companies and the state. The size of the foreign 
footprint in Singapore is massive: Singapore has the highest percentage of inward FDI as a 
share of GDP than any other country in the world. Approximately 6 000 foreign MNCs and 
10 000 SMEs have a formal presence in Singapore. As such, the Singaporean economy is 
dominated by foreign interests – large and small (Olds, 2007: 6).

THE EDUCATION SYSTEM  

The discussion now changes gear and focuses on the education and training system. 
However, it is not a discussion separate from that of economic development as discussed 
above, because in Singapore this linkage has always been directly made in official 
economic and education policies (Sung, 2011: 9). The Singaporean state has unashamedly 
used industrial policy to shape the character of education and training policies over the past 
5 decades in a manner which contrasts sharply with what happens in the West. The 
education-economy relationship is a hotly contested debate in Western democracies and a 
too-tight relationship is seen as central to the neo-Liberal project - a narrowly 
instrumentalist shaping of education and training to meet the skill needs of the economy 
(Sung, 2006: 73; see also Chapter Three on the UK). In Singapore, there is no such 
tension. 

Kuruvilla, Erickson and Hwang summarise the education-economy relationship through the 
four major economic phases traversed by Singapore: 

 ‘Coupling’ education to meet the needs of ‘Import substitution industrialisation’ in the 
early 1960s by creating a single standardized school system which produced a low-
skill labour force with the basic literacy and numeracy skills for the newly arrived 
MNCs. The first vocational institutes and polytechnics were also established in this 
period.

 The shift to ‘export-oriented manufacturing’ (1970s and 1980s) – a continuation and 
expansion of the education-economy linkages described above.

 A deliberate move in the 1990s towards higher value added products which required
greater investments in R&D, post-school VET, and applied tertiary education offered 
by the polytechnics and universities.

 Reaching the final phase, and becoming a first-world ‘knowledge-based economy’ 
(KBE). This required strong innovation and entrepreneurial capabilities with more 
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and more young people completing schooling and obtaining a higher education 
qualification (Kuruvilla et al, 2002: 1463-4). 

A major part of this carefully phased alignment was the ability to plan skill requirements 
years in advance. The Singaporean state has been able to successfully manage and 
change the education system and the demand for skills in tandem with each other over 
several decades (Lee et al, 2008: 6). In the words of former Prime Minister Lee Kuan Yew:

Our job was to plan the broad economic objectives and the target periods within which to achieve 
them. We reviewed these plans regularly and adjusted them as new realities changed the outlook. 
Infrastructure and the training and education of workers to meet the needs of employers had to be 
planned years in advance (as quoted in Lee et al, 2008: 6)

Schooling

The first education priority of the new Singaporean state through its first Five-Year Plan 
(1961–1965) was to establish universal free primary education. It consisted of three main 
features:

 Equal treatment for the four streams of education: Malay, Chinese, Tamil, and
English.

 The establishment of a policy of bilingualism, where English plus the mother tongue 
were taught in all school.

 Emphasis on the study of mathematics, science, and technical subjects (Lee et al, 
2008: 15; Boon and Gopinathan, 2006: 8).

Even though equal attention was given to the other languages in education, parents sought 
to enroll their children in the English language schools - largely for economic and 
employment reasons. In 1959 only 47 percent of children entering primary school were in 
the English stream, while 46 percent were in Chinese schools. Twenty years later (in 1979), 
the English stream enrolled 91 percent of all primary school children, with only 9 percent in 
the Chinese stream and a negligible number in the Tamil and Malay language streams (Lee 
et al, 2008: 15).

In the period which followed this first policy initiative, several schools were rapidly 
constructed and universal lower secondary education was achieved as early as 1970. The 
overall growth in secondary education, from 48,723 in 1959, 114,736 in 1965 and 161,371 
in 1972 (in the first development phase) was impressive evidence of the importance 
attached to education (Boon and Gopinathan, 2006: 11).

However, despite this growth, several problems persisted into the 1970s. As indicated 
earlier in the chapter, the Goh Report was published in 1979 to review issues such as high 
failure and attrition rates from the schooling system. The state responded to the Goh 
Report by launching the ‘New Education System’, which as its cornerstone, introduced 
streaming in Singaporean schools. Educational pathways became stratified according to 
ability and aptitude, creating an elite and hierarchical schooling system (Bhasin, 2008: 4). 
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Bhasin sees such an elite-based schooling system as underpinning the creation of a wider 
societal elite:

The creation and promotion of a scholar-led bureaucracy meant that the best and the brightest were 
recruited to enter the government. Through the education system and competitive examinations, a 
scholarship-awarding mechanism was created to channel top academic brains for political, military,
and business leadership (Bhasin, 2008: 4)

The effects of school streaming were consolidated in 1997 with the introduction of ability-
based education as captured in the concept of ‘Thinking Schools, Learning Nation’. The 
vision behind this new policy framework was that the future sustainability and wealth of the 
small city-state – given the absence of any natural resources - depended on the capacity of 
its people to learn continuously throughout their lives (Lee et al, 2008: 30). It sought to 
remove the emphasis on spoon-feeding and rote learning which had become rooted in the 
schooling system (Boon and Gopinathan, 2006: 30). The key aim was to build a more 
creative, innovative and entrepreneurial workforce. Hence, upon leaving primary school, 
young Singaporeans now could choose from a range of educational institutions that catered 
to different strengths and interests. Interestingly, brighter students could apply to join the 
‘Integrated Program’, a new institutional component in the system that spanned secondary 
and junior college education. Other innovative changes in 1997 included the development 
of specialized programs such as the ‘Music and Art Elective Programs’, and ‘Gifted 
Education Program’. Vocational training routes via the Institute of Education (ITE) were
also given a strong boost (see earlier discussion about the ITE).

Another initiative as part of the ‘Thinking Schools, Learning Nation’ theme was the 
introduction of the ‘Innovation and Enterprise’ programme into all Singaporean schools. Ng
(2005) sees the initiative as seeking to develop a ‘mindset and outlook of creativity, 
initiative and self-reliance’ (2005: 186). The programme sought to impart the following core 
attributes:

 Intellectual curiosity (e.g. to question assumptions, explore and experiment)
 The ability to see things in new ways (e.g. to recognise patterns
 and make connections).
 Passion, strength of character, persistence, resilience and ruggedness.
 Courage to live with ambiguity (e.g. to seek alternative pathways) and to
 take calculated risks.
 Sense of teamwork and ‘giving back’ to the community.
 Being grounded in a set of time-honoured values that serve as guiding principles to navigate 

choices in life, e.g. integrity, social responsibility and respect for others. (Ng, 2005: 186)

This programme – with its innovation and ‘taking risks’ value orientation - had the potential 
to clash with the traditional system of schooling and its value system. Ng maintains that 
Singaporeans are still generally conservative when it comes to trying untested routes. This 
may be ‘due to a culture that frowns upon failure’. Secondly, Singaporeans ‘tend to keep 
out of trouble, in particular about speaking out against official lines’ (Ng, 2005: 191). It is not 
clear to what extent the new schooling emphasis has yielded greater societal openness 
and risk-taking.
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Post-basic education 

The Singaporean post-school system is comprised of three segments: courses done at the 
Institute of Technical Education (ITE), certificate and diploma programmes offered by the 
Poytechnics, and degree programmes at the university level. What is significant about the 
Singaporean school and post-school structure is that all Singaporean school students do a 
compulsory phase of 10 years primary and junior secondary education. They then need to 
choose between the three routes: academic (via Junior Colleges that lead into university 
education), applied professional (through the polytechnics) and intermediate vocational 
(through the ITE). The difference here with the South African model is that the choices are 
made after 10 years and not 12 – allowing the polytechnics and ITE to build up a highly 
trained middle category of intermediate- to highly-skilled workers.

As indicated earlier, the ITE enrolls 25% of the school leaver cohort and it covers trade-
based certificate courses. Five polytechnics (Singapore Polytechnic, Ngee Ann 
Polytechnic, Temasek Polytechnic, Nanyang Polytechnic and Republic Polytechnic) offer 
full-time diploma programmes in a wide range of vocational areas to 40% of the school 
leaver cohort – by far the biggest post-school sub-sector (Willmott, 2011: 3).

Pullen, Varley-Winter and Melaniphy (2012: 10) argue that the examination-based school 
streaming system has contributed to the high volume of students entering technical (ITE) 
and polytechnic education at the senior secondary school level. This is because only senior 
secondary-school students who complete the O-level examination track, and achieve test 
scores in the top 25 percentile are able to take A-levels and enter university. The others –
75 % of the school cohort – are routed through the ITE and polytechnics. 

The higher education sector comprises three universities (National University of Singapore,
Nanyang Technological University and Singapore Management University). They enroll 
25% of the school leaver cohort. Enrolments in engineering, science, medical research and 
technology-related fields dominate the field (Willmott, 2011: 3). 

A university for working adults 

The Singapore Institute of Management is the only university in Singapore dedicated to
working adults. As the first private university and joint initiative with the Wharton Business 
School in Penssylvania, it adopted a more flexible and practice-focused learning approach, 
positioning it uniquely to cater to the needs of adult learners with full-time jobs. It offers 
more than 50 academic programmes in various disciplines and has an enrolment of over
12,000 students. The university also partners with foreign universities and institutes to 
provide overseas degree programmes. This has an enrolment of over 20,000 students and 
offers over 60 full-time and part-time academic programmes at various levels. On top of 
this, the Singapore Institute of Management trains over 11,300 professionals in the 
Singaporean workplace per year via 620 seminars, workshops and conferences (Sung, 
2012: 17). As will be seen later, this higher education contribution to professional 
development of its workforce is a key feature of Singapore’s distinctive vocational training 
system.
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Another development strengthening this component of higher education – vocational or 
applied tertiary studies – is a new university which will enable polytechnic graduates (most 
employed adults) to study further and graduate with degrees. One candidate for the new 
university is the Singapore Institute of Technology, created in 2009 to offer polytechnic 
graduates the opportunity to continue their studies in obtaining a degree. Currently, this 
new insititution has over 1,500 students spread across 24 applied degrees from a range of 
foreign universities, but does not have the capacity to offer its own degrees. The proposal 
from government is to create a new university that would have this capacity to build up the 
continuing education system (Sung, 2012: 75).

The polytechnics

Lee et al argue that Singapore has been successful in providing for its skill needs primarily 
because of the success of its post-school initiatives which have all been focused on 
providing intermediate to high level science, technology, and engineering capabilities 
needed by industry as it has moved up the value chain. 

The polytechnics do this by working very closely with industry as well as the country’s 
economic planners and development agencies. In doing so, the polytechnics are alerted to 
changes on the horizon and they receive timely information on national manpower and 
industry development plans of the various agencies. The polytechnics respond by regularly 
rolling out new courses and constantly reviewing and updating existing ones to ‘keep pace 
with—oftentimes ahead of—the changes in industry and commerce’ (Lee et al, 2008: 138).
The polytechnics have a strong industry and practice-based curriculum, and in trying to 
inculcate a global mindset, placements in foreign countries are organized to expose 
students to diverse business contexts at the cutting edge of business practice (Lee et al, 
2008: 139).

The polytechnics also provide business support to firms in Singapore through various 
programmes. These include partnerships on joint research and development (R&D) work, 
collaborations on industry projects, and provision of professional and technical services.
Many specialist centres and laboratories have been established between polytechnics and 
corporations that provide excellent platforms for training students and developing staff in 
emerging technologies (Lee et al, 2008: 143-144).

Universities

As indicated in the introduction, Singapore is a small island-state with a population of 3.8 
million. It therefore has a small grouping of institutions in the higher education band – 5 
polytechnics and 3 universities.  The first institutions were set up in the colonial period -
Singapore Polytechnic in 1954, Nanyang University in 1955, and the University of 
Singapore in 1962. The latter two institutions were merged in 1980 to form the National 
University of Singapore. The country’s second university was formed in 1991 – the 
Nanyang Technological University. The 1990s witnessed an impressive transformation of 
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these two universities into world-class institutions through a number of government 
initiatives:

 An expansion of undergraduate and graduate education by attracting students from 
the region and beyond. Research was boosted with the establishment of new 
research institutes at Kent Ridge and Jurong. These research institutes provided 
strong links between university and industry. 

 A review of the undergraduate curricula to update them and to place more emphasis 
on creativity and thinking skills. A key priority for both universities was revamping the 
engineering curriculum to meet industry demands.

 The upgrade of physical facilities to standards comparable to renowned universities
like Oxford and Cambridge. 

 Encouraging all students to take optional enrichment courses offered by other
faculties to broaden their academic horizons.

 Upgrading social and recreational facilities, including a state-of-the-art concert hall, a 
museum, and a visual arts centre, to give university students a rich cultural and 
social life on campus (Lee et al, 2008: 153-154).

By the end of 1990s, both universities had made the ‘strategic shift from a basically 
traditional British model of a public university focusing primarily on teaching, to a more
comprehensive research-intensive university, emphasizing entrepreneurship, R&D, and 
university-industry links’ (Lee et al, 2008: 154). 

Alongside this growth in the public university system, Singapore initiated a new private 
university - the Singapore Management University – in partnership with the Wharton 
Business School in Pennsylvania, USA. The mission of the university was to develop 
creative entrepreneurs and visionary business leaders. 

Adapting to the KBE

Singapore’s higher education system has adapted in a number of ways to the rise of the 
knowledge-based economy (KBE). In its view, such an economy requires higher-order 
thinking and ICT skills. It requires professionals with the capacity to learn, unlearn, and 
relearn. Employers seek a diverse workforce in terms of training, outlook, and subject 
knowledge. Singapore has responded to these new needs by emphasising the idea of 
‘entrepreneurial’ universities which seek to develop:

 The capacity to think analytically and creatively within and beyond disciplines.
 The ability to tackle problems and issues that do not respect disciplinary
 boundaries.
 An understanding of the global system (Lee et al, 2008: 159-160).

As is evident above, Singapore has placed a strong emphasis on high-quality 
multidisciplinary learning and cross-faculty modules, to produce highly qualified graduates 
who have broad intellectual horizons and are steeped in a culture of lifelong learning. It has 
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also prioritized R&D through state-of-the-art research institutions and strong links to 
industry collaborators and international academic partners (Lee et al, 2-008: 159).

A regional higher education ‘hub’

The deliberate internationalisation of higher education in Singapore – strongly promoted by 
the EDB since 1998 - sought to replicate the ‘Silicon Valley’ model of strong research 
university-industry linkages (Olds, 2007: 2, 11). Such internati-onalisation is also a result of 
a number of other developments. Firstly, it has entailed Singaporean universities 
establishing satellite campuses in other Asian countries. Singapore has expanded its 
higher education system by building global campuses in countries like India and China 
using state-of-the-art multimedia technologies to plug into the worldwide revolution in 
information and communications, and facilitate cross-boundary learning.

Inviting foreign universities to set up campuses in Singapore to provide a more diverse 
range of options has been a second ‘internationalisation’ dynamic. It has also encouraged 
foreign universities to establish campuses in Singapore through generous financial
incentives that include free land, construction of a new campus and an operating subsidy 
(Sung, 2012: 77). Those that have set up campuses to date include Duke, John Hopkins, 
Chicago, Cornell, Carnegie Mellon and New South Wales Universities. The generous 
incentives are focused on getting prestigious international universities located on
Signaporean soil and building R&D linkages between academia and industry (Olds, 2007: 
15-16). In a brand new initiative, Yale University announced in 2009 that it would be 
creating its first comprehensive liberal arts college outside of the US in partnership with the 
National University of Singapore (NUS). The Yale-NUS College, which will starts classes in 
August 2013, will offer undergraduate degrees in 14 subjects, ranging from life sciences to 
urban studies and anthropology (Finegold, 2012: 74).

Thirdly, internationalisation has entailed recruiting the brightest students in Asia to come 
and study in Singaporean institutions (and hopefully, then work in Singaporean 
companies). Fourthly, MNCs have become increasingly active in offering their own higher 
education professional development programmes (Mok, 2011: 61). And finally, 
internationalisation has also involved sending Singaporeans to study in overseas 
universities. All of these developments have led to a significant expansion of the 
Singaporean higher education system established through strong global linkages. 

CONTINUING EDUCATION AND TRAINING AND THE SSCs

The previous discussion has focused primarily on the development of the formal education 
system. The focus has been on the initial education and training (IVET) of young 
Singaporeans in schools, polytechnics, universities and the ITE. The discussion will now 
shift to focus on the continuing education and training of adult workers in the workplace 
(CVET).
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CVET

As indicated earlier, a major challenge facing Singapore since the 1990s has been the 
need to up-skill the entire workforce. A key component of this task was to eliminate traces 
of its earlier industrial evolution - the preponderance of low-skill workers amongst its total 
workforce. Figure 5.1 illustrates the slow decline but not complete resolution of this problem 
since 1998: 

Figure 5.1: Percentage of low skilled workers, 1998-2009

    Source: Willmott, 2011: 4

Rapid economic and technological change – brought on by Singapore’s desire to move 
away from low-wage competition towards higher value added exports - has required a 
continual need to upgrade the capabilities of low-skilled workers to enable them to adapt to 
the economic restructuring taking place in Singapore and the South East Asian region. 
Indeed, it was primarily this pressure that led the influential 2003 Economic Review 
Committee report to recommend the establishment of a comprehensive Continuing 
Education and Training strategy:

Economic restructuring will inevitably have a major impact on Singaporeans. Job displacements will 
be more frequent, and employment structure and work arrangements will need to respond flexibly to 
change. Structural unemployment will be a growing problem, as people whose skills have become 
redundant fail to find new jobs. We must manage the dislocation and difficulties that economic
restructuring will bring, and help Singaporeans make the urgent and essential changes. Training and 
retraining remain critical to helping Singaporeans upgrade and update their skills, and ensure that 
they remain employable. The ERC recommends that the Government set up a national Continuing 
Education and Training (CET) body to oversee the promotion and development of CET in Singapore
(ERS, 2003: 15).

Higher order skills

The focus of CET has not only been on the lowly skilled. The pressure from economic 
restructuring in terms of skills has been dual – it has also required the up-skilling of the 
entire workforce and not just the low-end of the occupational ladder. The push to build a 
knowledge economy based on innovation, creativity and entrepreneurship requires higher-
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order skills of all employees – including the professional and managerial strata. The 2010 
report of the Economic Review Committee makes this commitment very clear:

… we must create more opportunities for individuals to progress through a first class CET system –
with at least 240,000 undertaking CET each year by 2015. Lifelong learning must become an integral 
part of our society…. [we must] reach out to more Professionals, Managers, Executives and
Technicians. We should develop people with “T-shaped” competencies – possessing both deep skills 
in their area of expertise and broad knowledge of horizontal skills (e.g. business operations, project 
management, HR, sales or finance and management). Development of professional continuous 
development courses will inject new specialised expertise, thereby ensuring their lifelong 
employability (ERS, 2010: 16).

Development work on the CET model began in 2003 and continued through until 2008. The 
chosen model was strongly based on evidence drawn from Australia and the United Kingdom 
(Willmott, 2011: 10). At its core, the new CET model entails:

 A Workforce Skills Qualifications (WSQ) system founded on a national competency-
based credentialing system for employed adult workers. The WSQ has seven levels 
from certificate to graduate diploma. 

 The key public providers - Polytechnics and ITE – are mandated to deliver these 
WSQ qualifications and to achieve a fourfold increase in CET from 60 000 per 
annum to 240 000 in five years.

 National funding was provided to establish 49 high quality CET centres in 24 
economic sectors (Willmott, p 2010: 17).

The WSQ applies only to vocational qualifications aimed at industry and the services 
sector. It has a strong emphasis on articulation between the sub-systems of the wider 
education and training system. Hence, a worker with a polytechnic diploma or ITE 
Certificate will be able to take up a WSQ course in industry whilst a ‘WSQ-equipped worker 
will be able to cross over to the educational system and earn a diploma or even a degree.
This will open up multiple pathways for progression and provide greater clarity for both 
employers and workers on the value of CET’ (Government of Singapore, 2008: 4)

THE INSTITUTIONAL FRAMEWORK FOR CET

There are five important institutions that each play a key role in the delivery of CET in 
Singapore: the 24 SSCs, the 49 CET Centres and the WDA, over 400 private providers, 
and the research institute IAL. The next section discusses each of these institutional 
players briefly.

Sector Skills Councils

As indicated in an earlier section of this report, the 2003 CET reforms also entailed the 
establishment of 24 sector skill councils. In Singapore, these bodies are called Industry 
Skills and Training Councils (ISTCs). The role of these councils includes developing a 
sector-based strategic plan with regard to CET needs in the sector, and submitting the plan 
to the WDA which is the overall regulatory authority in CET (Sung, 2011: 11-12). As such, 
the SSC model adopted in Singapore is primarily focused on employed workers – and not 
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first-time entrants or the unemployed as is the case in the UK and South Africa. The 24 
sector skills council in Singapore are new and have evolved slowly since the launch of the 
CET system in 2003. Figure 5.2 illustrates this slow evolution: 

Figure 5.2: The launch year of 24 Industry Skills and Training Councils
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The WDA and 49 CET Centres

The WDA is responsible for quality-assurance of the WSQ and it hosts a provider 
recognition system which includes procedures and criteria for the approval of training 
providers, recognition of prior learning, trainer credentials and course accreditation. In 
addition to these roles the WDA is also the issuing body for qualifications. 

The WDA funds subsidized training through two funds, the Skills Development Fund (SDF) 
and the Lifelong Learning Endowment Fund. WDA does not deliver training but approves 
and supports a network of over 400 private and company-based Approved Training 
Providers (ATOs) and 49 larger CET Centres. This year witnesses the launch of two brand-
new multi-industry CET Campuses. Each campus will be capable of training 50 000 
employees per year – a massive ramping up on previous CET training volumes (Willmott, 
2011: 8; Sung, 2011:6).

CET centres are large training institutions with extensive infrastructure and an established 
reputation as strong leaders in training within a particular economic sector. CET centres 
are, for the most part, the main driving force behind sectoral training. They come into 
existence from various backgrounds. They can be a statutory body, a professional body, a 
higher education institution (e.g. polytechnic), a private sector company, or a specialist firm 
that is invited from abroad by the EDB (e.g. pharmaceutical manufacturing training). CET 
centres carry out the full range of employment and training services, ranging from 
promotion, recruitment, training, assessment to final evaluation and placement. This is a 
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unique feature - CET centres integrate many activities that are otherwise carried out by 
numerous separate agencies:

The ‘one-stop shop’ CET system under the WDA is remarkable. In the UK, it is difficult to imagine the 
combining of institutions such as the Skills Funding Agency, FE colleges, qualifications authorities, 
job centres, counselling services and sector skills councils all under one roof. In effect, that is what 
the CET system has achieved. This achievement creates the capability of rapid response to skills 
needs and a high degree of coherence in the skills delivery system (Sung, 2011: 8-9).

Institute of Adult Learning (IAL)

The final public sector institution involved in the CET system in Singapore is the Institute of 
Adult Learning. Prior to its formation, Singapore did not have a centre for research on 
vocational education and lifelong learning (Willmott, 2011: 10). The Institute was 
established in April 2008 with two broad functions – to support development and 
professionalization of the trainers and adult educators who comprised the CET community, 
including the delivery of high quality professional development courses and qualifications 
for the CET workforce, and to undertake research in adult learning and continuing 
education and training. It was established as a branch of the WDA itself and funding was 
provided for research and development. Currently the Institute has a full-time staff of 70 
researchers – including Singaporean skills expert Johnny Sung who is now Head of the 
Centre for Skills, Performance and Productivity Research at the IAL (Willmott, 2011: 11). It 
has identified three themes to guide current research:

 Learning: Understanding processes of adult learning, teaching and assessment, 
including workplace based learning and formal and informal learning 

 Work: Investigating work and the workplace, the interface between work and 
training, changes in the labour market and workforce, work related knowledge and 
skill, occupational trajectories and future skills needs 

 Impact: undertaking impact evaluations to understand the outcomes of training 
initiatives at all levels, from the national to the individual, and determining what 
factors maximize the impact of training (Willmott, 2011: 12).

Funding

As indicated above, the funding of CET is managed through the SDF and the Endowment 
Fund. The SDF was established in 1979 as a 1% tax of payroll. The SDF provides 
employers with course fee subsidies and training institutions to support workforce skills 
upgrading. Low (1998) evaluates some of the strengths of the SDF. She indicates that the 
SDF assisted the EDB and other government agencies in shifting Singaporean 
manufacturing towards higher valued-added production through training to support 
technological changes such as robotics, products and systems design, factory automation, 
advanced manufacturing technology and precision engineering (1998: 22). She also 
indicates that the SDF helped push overall employer training up from about 3.6% in 1996 to 
above 4% of payroll by the end of the decade (1998: 23).
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The Lifelong Learning Endowment Fund was set up in March 2001, with a initial 
capitalisation of $500 million. Following further contributions from the government, the fund 
has now reached $5 billion (Sung et al, 2012: 26). Annual interest earned on the 
Endowment Fund is used to finance and expand CET infrastructure. The strength of this 
fund is that it continues to contribute annually to improving training even during 
recessionary conditions. A third feature of Singaporean funding of education and training 
are the Post-Secondary Education Accounts offered to every secondary school student and 
the Central Provident Fund Accounts of their parents, which help to cover the costs of both 
academic and vocational/applied study (Sung et al, 2012: 25-26)

CONCLUSION

Singapore provides an exceptional case study on the evolution of a highly effective skills 
regime in support of a highly globalised small city-state economy. This has been achieved 
through the direct linking of the reform of education to the needs of economic development. 
The analysis has shown how this linkage has been maintained through appropriate 
adaptation across four phases of economic development from the mid1960s to the present 
period.

The analysis also shows that much of the adaptation and change has been driven from the 
top by a highly effective although very illiberal and authoritarian developmental state, 
allowing for no real democratic participation in the processes of decision-making by the 
ordinary Singaporean citizen. The streaming of 65 percent of senior secondary school 
students into vocational education (based on the results of A-league entrance tests for 
entry into university education) represents an elitist and meritocratic move which many 
liberal democracies across the globe would find difficulty in undertaking. Nonetheless, 
citizens participate in delivering the vision of the developmental state and are beneficiaries 
of a highly efficient public sector delivery system, with considerable rewards in terms of in 
housing, social welfare, employment and education attained over the past five decades. 

The Singaporean VET system is distinctive for other reasons. For example, as with the 
Dutch system, it caters to the needs of both the initial as well as the continuing VET 
systems – unlike the archetypal German VET model which is strongly oriented to the 
apprenticeship of the young (IVET-oriented) or like the UK and South African systems, 
which attempt to build VET through the school system. It has built both institutional forms of 
provision – IVET and CVET – very effectively. 

Another significant achievement is the development of a strong tertiary VET system 
through the polytechnics – as is the case in the Netherlands, Finland and Ireland. Countries 
who have not made the shift from prioritising senior secondary school VET to tertiary-level 
VET risk being left behind in the new global economic order, which increasingly is 
demanding higher-order applied skills which only a polytechnic sector is institutionally able 
to do.

It is therefore not a false ‘boast’ that Singapore makes when it argues that it has attained 
first-world status as a knowledge-based economy at the same level as a small European 
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country such as Switzerland. When comparing the two countries against many human and 
socio-economic indicators, it is clear that this nationalistic ‘boast’ is a valid claim.
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Chapter Six:

Skills upgrading and its utilization in local and regional economies

INTRODUCTION

Historically, the skills regimes of most Anglo-Saxon countries have come to share similar 
institutional features including those of the education and training system. They too share 
many of the same institutional weaknesses. With neo-liberal public sector reforms 
accelerating as from the early 1990s so too have many of the new public sector reforms 
been borrowed and copied across the Anglo-Saxon world. These global processes of policy 
convergence have included South Africa since 1994. 

The main skills regime weaknesses shared by all Anglo-Saxon countries has to do with 
their over-reliance on ‘supply side’ interventions – for example, increasing the number of 
people acquiring a national vocational qualification (NVQ) each year. The sector skills 
councils (SSCs) of all these countries – the UK, South Africa, New Zealand, Australia and 
Canada - play the most important role in this supply-side model. However, this approach 
has received considerable criticism recently - especially in the UK and South Africa -
because the vast investments in building the supply-side architecture (including SSCs and 
the National Qualifications Framework [NQF]) have not produced an equivalent outcome 
with respect to increased numbers of skilled people. Nor are countries such as the UK and 
South Africa more productive and competitive after nearly two decades of supply-side 
restructuring. The supply side model is not working.

Part of the problem with this approach has been its association with a particular 
interpretation of the meaning of the ‘knowledge based economy’ (KBE) – what Norton 
Grubb has called the ‘educational gospel’ – an ideological framework which has shaped 
education and training policies the world over. This ‘gospel’ believed that the KBE ‘would 
usher in an era of unbridled creativity where a workforce of knowledge workers, who would 
command “authorship” over their own work routines and activities, would be created’ (Keep 
and James, 2012: 211). Tony Blair, former British Prime Minister and leading KBE 
ideologue, suggested that ‘in a sense, a whole economy has passed away…. In the new
knowledge economy, human capital, the skills people possess, is critical’ (as quoted in 
Keep and James, 2012, 215). In order to compete in a globalised world, governments 
needed to invest heavily in human capital as the main contributor to increased productivity 
and competitiveness. Unfortunately, argue Keep and James, the notion that dull, routine, 
lower-paid employment would be swept away by a tide of knowledge work proved not to be 
the case (2012: 211). Twenty percent of the British workforce are still in low-skill, low-paid 
precarious work. 

Keep and James (2012) call this policy orientation a mis-diagnosis of the KBE. They 
identify a range of problems affecting the British labour market and economy, including:



117

1. Limited occupational identity in the workforce
2. Narrow vocational education and training (VET) qualifications with limited 

underpinning academic content, especially in literacy and numeracy
3. A competency based set of qualifications with weak purchase in the labour market.
4. Weak labour market regulation and protection
5. Low returns to VET qualifications and limited opportunities for progression from 

NVQs back into further and higher education
6. An underlying lack of demand for higher skills (Keep and James, 2012: 217-221).

Each of the problems listed above are individually a serious cause for concern, but acting 
together as a mutually reinforcing matrix of forces, they produce pressures on employers to 
not raise their demand for higher skills. They also contribute to individuals perceiving the 
incentives to learn in relation to employment as weak and not worth the effort (Keep and 
James, 2012: 222). The solutions proposed by governments such as those in the UK and 
South Africa – of increasing the supply of skilled and semi-skilled labour – is an 
inappropriate strategy given low employer demand for increased skills. Payne and Keep 
2011: 140 argue that: 

Despite endless exhortation, large rafts of government subsidy and endless attempts to convince 
employers that ‘training pays’, there has been very little progress on this front. Indeed, recent 
research … suggests that the incidence of employer-provided training across the workforce aged 16-
64 has been falling since 2000 and is now back to the level it was at in 1993 (Payne and Keep, 2011: 
14).

AN ALTERNATIVE APPROACH

The critique of the supply-side dominance of education and training policy in the Anglo-
Saxon world (but also within the OECD community globally) has grown exponentially over 
the past decade. There is now an emerging consensus from a number of disciplinary fields 
that demand-side interventions are necessary and that they are most effectively achieved 
in regional and local settings. The varying contributions to the debate include:

1. The UK ‘Oxford Review of Economics’ group of education academics
2. Scholars writing on learning with a background in ‘Evolutionary Economics’ (a 

literature focused on firm learning and the national innovation system)
3. The Australian ‘skills eco-systems’ research group 
4. Recent work done on ‘regions and skills’ by the research project Life Chances in 

Knowledge Economies and Societies (LLAKES) based at the Institute of Education, 
London.

5. The American experience of integrating economic development (ED) and workforce 
development (WD) programmes; and finally

6. The OECD’s programme on upgrading skills in local and regional economies

Each of these fields will now be briefly discussed.
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UK ‘OXFORD REVIEW OF ECONOMICS’ GROUP

A group of ‘education and economy’ researchers based at Oxford (Keep and Mayhew 
(1999); Keep et al, 2006; Lloyd, Mason and Mayhew, 2008; Keep and Mayhew, 2010; Keep 
and James, 2012; Green, 2013) have played a prominent role in highlighting the flaws of 
the supply-side route in the UK. In doing so, they have worked closely with the Skills, 
Knowledge and Organisational Performance (SKOPE) research network based at Oxford 
and Cardiff Universities (Ashton, Sung, and Turbin, 2000; Sung, Raddon and Ashton, 2006; 
Payne, 2007; Payne and Keep, 2011). These writers have all been prominent critics of the 
supply-side approach since the 1990s.

The ‘Oxford/SKOPE’ school argue, firstly, that it is the product market or competitive 
strategy of a firm that determines a firm’s demand for skill – and certainly not national 
government’s skills policy. Secondly, the way in which this competitive strategy shapes the 
utilisation of skills on the factory floor is seen to be a result of the choices made by firms in 
using the skills of its employees (Sung, Raddon and Ashton, 2006: 3). There are two 
important factors that shape employer choice: (1) the technologies used by employers and 
(2) the management of production systems and the high performance working practices 
they adopt (Sung et al, 2009: 6). Improvements in skill are not sufficient on their own to 
move a company’s product market strategy up the value chain, as this requires investments 
in both capital equipment, product development and managerial innovation (Sung et al, 
2009: 8).

In its earlier work in the 1990s, the Oxford/SKOPE school adopted two ideal-type skill 
regimes – low-skill and high-skill equilibria (See Chapter One for more details). Where 
employers adopt a product market strategy based on standardised products or services, 
and they choose to compete on price, then the emphasis is on using mass production 
technologies and task-oriented inter-personal relations. The effect of this approach will 
inevitably lead to minimum use of employee skills and an emphasis on production 
efficiency and minimum unit costs (Sung et al, 2009: 9). As a result, the level of skills 
utilisation tends to be low in task focused workplaces: 

Unless and until first-order questions, such as choice of product market and competitive strategy and 
consequent second order decisions about work organisation and job design, are confronted, the 
underlying causes of Britain’s skills problems will continue to be ignored. The danger of policies and 
institutional devices … which concentrate on boosting the supply of qualifications and formalized 
skills and knowledge is that they appear to offer a relatively swift and simple short cut to a wide-
ranging set of desired outcomes – increased economic competitiveness, greater productivity, rising 
GDP and greater social inclusion – without having to confront complex and difficult choices about how 
businesses choose to compete (Keep & Mayhew, 1999: 12).

In contrast to this low-skill equilibrium, employers who produce differentiated products or 
services and compete on the basis of quality, tend to use batch or customised technologies
and an upskilled workforce. In these firms, employee skills are seen as an integral part of 
competitive advantage. The level of skills utilisation under this strategy will be high (Sung et 
al, 2009: 9). In both scenarios, it is evident that employers have a large degree of choice 
and discretion about how they choose to utilise the skills of their labour force (Sung et al, 
2009: 44).
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EVOLUTIONARY ECONOMICS 

The second body of work that has made an important contribution regarding the issue of 
‘employer demand for skills’ is a mixed grouping of literatures whose common concern is 
the functioning of the capitalist ‘firm’. Most influential in this regard is the literature on new 
forms of work organisation, the ‘National System of Innovation’ and the field of 
‘Evolutionary Economics’ which has grown rapidly in the past two decades to challenge the 
conservative orthodoxies of neo-liberal economics and the ‘Washington Consensus’ (See 
Lundvall and Borras, 1999; Fagerberg et al (eds) 2005; and Nelson, 2006).

A key foundation of the evolutionary approach is to accept that the economy is always in a 
process of change with ‘economic activity almost always proceeding in a context that is not 
completely familiar to the actors, or perfectly understood by them’ (Nelson, 2006). The 
heightened state of flux which characterises most market transactions requires a more 
‘behavioural’ and ‘social’ theory of firm-level activity – hence the rise of ‘evolutionary’ 
economics.

Evolutionary economics focuses on institutions. It critiques neo-classical economics’ 
encouragement of an extremely ‘thin’ institutional environment. The neoclassicist view is 
that if the market mechanism is allowed to work unrestrained by government, the fewer 
institutional ‘props’ will be needed to ensure economic progress and growth. Nelson 
maintains that this overly spare institutional picture fails to recognize the complexity of 
market relations, in particular, their embedding in broader social and institutional structures 
and the elements of cooperation and trust required if markets are to work well’ (Nelson, 
2006).  

Evolutionary economics argues that neo-classicism’s treatment of ‘technology’ is by far the 
most flawed. It is seen as an exogenous variable (external to the firm), as ‘manna from 
heaven’ freely available for everyone to use ‘off the shelf’ (Lall, 2004: 95). Firms optimize 
by choosing from this shelf according to their factor and product prices. The selected 
technology is ‘absorbed costlessly and risklessly by the enterprise and used at efficient
(best practice) levels’ (Lall, 2004: 95). Yet in the real world we know that technological 
capabilities are largely firm-specific and societally determined. For example, technology’s 
effective ultilisation is largely dependent on, firstly, the tacit knowledge capabilities 
embedded in firms, and secondly, the way in which the firm is internally structured. Neo-
classicism cannot address these questions. It has fallen to an emergent new economic 
discourse, ‘evolutionary economics’, to put the social back into economic analysis. 

It is significant that the primary focus of evolutionary economics is the study of ‘the firm’ as 
a social as well as economic organisation, and in particular, the role played by ‘learning’ 
within the firm in the new global economy. This is because the greatest value-added in 
production is increasing generated by the dynamic capabilities of firms and their ability to 
absorb new technologies and work organisational techniques, introduce new processes 
and product, and operate in newly diversified fields of the economy. Competitiveness is 
also directly related to the need to compete on the basis of ‘quality’ and not purely in terms 
of cost of production inputs. 
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All of these developments have important ramifications for skills development. Skills 
development in this new context is not only derived on the supply side in terms of 
increasing the stock of working people with new or upgraded qualifications. It is more 
importantly derived on the demand side in terms of the way in which human capability, 
once achieved through education and training, is utilised and deployed in the workplace. 
The tacit knowledge of production workers, and the strategic design, engineering and 
management skills of middle to senior employees deployed at the enterprise level are the 
key determinants of economic success in today’s knowledge-driven economy. 

The shift to knowledge intensity

An important tendency in the economic innovation process globally is the shift towards 
greater knowledge intensity in production – where the basis for new economic rents is not 
so much found in the material production sphere as it is in value-adding activities such as 
design, branding and marketing. Tangible resources such as land, technology and capital 
have become increasingly widespread. Because of this, the new competitive advantage lies 
with the intangible resources of firms. This development has impacted across the globe in a 
highly uneven way, with intangible activities such as design, R&D, branding, marketing, 
logistics and financial services being concentrated in the industrially developed countries 
and tangible activities (actual production) being contracted out to a large band of middle-
income developing countries such as China, India, Mexico, South Korea and Singapore –
countries with low wages and highly developed process manufacturing competencies 
(Kaplinsky & Morris 2001: 101). 

Tacit knowledge 

Tacit knowledge is the primary intangible asset of firms. It is practical, experiential 
knowledge which all employees in work contexts acquire – including managers, R&D 
specialists and shop-floor production workers. It is the opposite of codified knowledge
which is formal and procedural knowledge, organised in a range of academically based 
disciplines, and publicly available through academic study and research. 

Tacit knowledge is privately held expertise. It cannot be bought ‘off the shelf’. It is not a 
tradable commodity and cannot be transacted through market exchanges (Lundvall & 
Borras 1999: 48). Tacit knowledge is not only invested in individuals, but more importantly, 
is embedded in firms themselves, through specific managerial strategies and workplace 
routines, norms of behaviour, professional and institutional cultures, and codes of 
information employed in the design, production and marketing stages of firm activity 
(Lundvall & Borras 1999: 46). 

Networks are also repositories of tacit knowledge. In fact, they have become the principal 
means by which firms strengthen their new information sets. Networks open up possibilities 
of new ways of doing things – through the sharing, transfer and diffusion of internally 
acquired tacit competences across the network. 
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A firm’s ability to access these repositories of tacit knowledge has been termed its ‘dynamic 
capabilities’ (Teece & Pisano 1998: 193). The winners in the global marketplace have been 
those firms that can demonstrate timely responsiveness and rapid and flexible product 
innovation, coupled most importantly with the ‘management capability to effectively 
coordinate and redeploy internal and external competences’ (Teece & Pisano 1998: 193). 
This twofold concept refers both to the rapidly changing economic environment and also to 
the ‘key role of strategic management in appropriately adapting, integrating, and re-
configuring internal and external organisational skills, resources, and functional 
competences toward the changing environment’ (Teece & Pisano 1998: 194). These 
capabilities are distinctive and are difficult to replicate. 

Clusters

One of the successful ways in which firms interact locally is through the formation of 
industrial ‘clusters’. Clusters usually emerge within specific sectors and specific localities. 
Cluster-based economic policies seek to maximise and internalise (within a specific 
geographical boundary) the knowledge spill-overs and technological externalities that exist 
between firms operating along the same value chain or industry. They are comprised of an 
agglomeration of producers, customers, and competitors who, through cooperation, act to 
increase specialization, promote efficiency and enhance competitive advantage (Cedefop, 
2012: 11-13). 

Advances made with ICT have allowed even closer links to be developed among firms in a 
network, regardless of their proximity. Inter-organisational networks are not just concerned 
with the integration of production systems but also the transmission of information and tacit 
knowledge about how systems or processes work. Human capital, therefore, can be 
accumulated on a shared basis (Cedefop, 2012: 24). 

Marchese and Sakamoto define clusters as geographical agglomerations of firms usually 
operating in one industry. The majority of cluster firms are small and micro enterprises 
(SMEs), but some clusters also include one or more large companies. Cluster structure 
may, therefore, vary across industries and locations (2008: 2).

Meeting the skill needs of clusters is a central determinant of their success. Skills here refer 
to formal and informal skills as well as management capabilities such as how to better 
organize and implement new production systems. Marchese and Sakamoto indicate that 
there are four main ways in which learning and skills upgrading can take place in clusters:

1. Acquiring demand-driven training: This often entails “cluster skill centres.” They 
would not necessarily have physical premises but rather, their main activities would 
be to survey the cluster’s skill needs and devise appropriate training courses. They 
would identify particular bottlenecks affecting the cluster or one of its industries. 

2. Promoting linkages with multinational enterprises (MNCs): These companies can 
assist in the transfer of new skills and technologies, thus contributing to skills 
upgrading.
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3. Learning from other external sources: the use of external consultants can assist the 
process of skills upgrading. External consultants often perform training and learning 
functions through, for example, management training. However, the most significant 
external learning is acquired through relationships with buyers who wish to secure 
high quality products. Buyers provide important informational ‘triggers’ for firms, 
especially SMEs, to upgrade quality. 

4. Promoting intra-cluster cooperation: a key advantage accruing to firms in a cluster is 
their greater ability to cooperate and undertake joint action. Inter-firm cooperation 
has the potential to enhance the capabilities of the cluster as a whole. By 
cooperating, firms increase their chances of codifying technological elements that
firms working individually are unlikely to absorb (Marchese and Sakamoto, 2008: 7-
10).

Skills in local and regional labour markets

Richards argues that cluster development is best advanced by a decentralised and local 
governance approach. Economic development occurs as a complex interlocking of a set of 
social, economic and political factors which are best dealt with by state policy at regional 
and local levels. Richards argues that:

… many social and economic policy aspirations, especially those concerned with prosperity at the 
regional and sub-regional level, cannot be met where power and authority are located in a highly 
centralised set of governance institutions. Under such conditions and because of scale factors, the 
centre is compelled to employ mechanistic approaches to achieve results. The returns generated by 
this approach tend to be limited to mere compliance, and do not lead to the potentially innovative 
achievements that could be realised if an approach was adopted which took account of the inevitable 
complexity of local systems. It is one thing, for example, to set targets for getting long-term
unemployed people back into work; it is another thing altogether to create the conditions whereby a 
galvanised local economy takes on the responsibility for ensuring that all citizens can make a work
contribution (Richards, 2012: 121)

Richards further argues that ‘socio-economic policy needs to be tailored more than we 
thought previously’. Complex systems evolve unpredictably, requiring ‘a more resilient 
system than we currently have. Authority and responsibility ought to be closer to the action, 
so policy can be more nimble’ (Richards, 2012: 13).

All of this suggests the need for a devolution of intervention practices to the local and 
regional level. Writing within a ‘regional and local development’ perspective about SSCs, 
Lanning and Lawton suggest that SSCs should have the powers to develop and fund local 
social partnership boards at the local level. These boards would bring together local 
employers and worker representatives with local educational institutions and experts in 
work organisation and job design. They would collaboratively design the content of 
vocational education and training to suit local circumstances (Lanning and Lawton, 2012: 
5).
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What Lanning and Lawton are suggesting here – in an influential public policy piece for the 
UK-based Institute for Public Policy Research - represents a radical departure from 
centralised and statist approaches of the UK sector skills councils (SSCs) – towards 
localized entities with a remit to directly influence firm’s competitive strategies. Lanning and 
Lawton see the skills upgrading of many low-skill jobs as critical to future competiveness. 

SKILLS ECOSYSTEMS

A third body of work which focuses on the demand-side behaviour of firms is the ‘skills 
ecosystem’ literature developed in Australia and the UK. The idea derives from earlier work 
done in the UK on ‘high or low skills equilibria’, a concept concerned with the relations 
between key institutional substructures such as those of the education system, labour 
market and economy (See Chapter One). It evolved partly because of the limitations of the 
high- or low-skills equilibrium concept. As highly aggregated concepts, they fail to capture 
the degree of unevenness and differentiation which exists within most national economies. 
The skills ecosystem idea is better placed to focus on the meso and micro levels, or put 
differently, on regional and local skills regimes.

Finegold and Buchanan define skill ecosystems as ‘clusters of high, intermediate or low-
level competencies in a particular region or industry shaped by interlocking networks of 
firms, markets and institutions (Buchanan et al, 2001: 21). Skill ecosystems generate a 
‘positive, mutually reinforcing dynamic’ which creates ‘strong inertial forces slowing any 
change in the skill composition’ but like a biological system continues to evolve and adapt 
in response to external and internal stimuli (Buchanan et al, 2001: 21).

The skills ecosystem is a more dynamic model capable of reconciling national and sub-
national variations and sources of change and stability. Finegold’s original work was on the 
IT and biomedical skills ecosystem of Silicon Valley in California. Finegold sees four 
defining elements in high-skill ecosystems:

1. There is a need for an external catalyst to kick-start the region’s growth such as 
government demand/investment or the contribution of key individuals in the case of 
Silicon Valley;

2. Skills ecosystems need fuel to sustain initial growth such as quality research 
universities to supply graduates and venture capital;

3. They need a supportive host environment in the form of infrastructure 
(telecommunications, technology parks to allow collaboration and collective capital 
formation, international airports etc.), a lax regulatory regime which supports risk-
taking and a city lifestyle attractive enough to recruit and retain knowledge workers; 
and

4. Eco-systems cultivate a high degree of interdependence between firms which 
facilitates learning, adaptation and development (Buchanan et al, 2001: 22).

The focus on skills ecosystems is a deliberate policy move in the UK and Australian 
contexts to shift the focus away from a narrow concentration on improvements on the 
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supply-side of the education-economy nexus, to an approach which views skills 
development policies as needing to be: 

… more closely interwoven with economic development, business improvement and innovation 
policies, including efforts to encourage and support organisations to re-think their current approaches 
to job design and people management. (Payne, 2007:2)

The concept of a skills ecosystem is intended to address skill issues in the context of the 
‘wider drivers of productivity and economic development  - these being business strategy, 
new technology, changing models of service delivery, work organisation and job design. 
The concept seeks to try to implement holistic and integrated approaches that take account 
of the many factors affecting people’s capacity to develop and deploy skills at work’ (Payne, 
2007: 3). 

Inter-dependence of actors

The use of the idea of an ‘ecosystem’ is deliberate. It stresses the importance of the 
‘interdependence of actors in the system’ and the continuous evolution of the system 
through processes of growth, survival or extinction (Finegold, 1999: 63). 

The concept stresses not only the issue of skills development (a supply-side phenomenon) 
but also and perhaps more importantly for HRD, skills deployment and utilization (a 
demand-side employer responsibility):

In the area of skills, we need to move from defining the issues in terms of what ‘VET’ can do for 
‘industry’. Instead, we need to focus on how workers can be better developed and deployed through 
improved work arrangements within and between workplaces. The shift from ‘VET’ to a concern with 
‘workforce development’ is not so much about getting the workforce more ‘developed’; rather, it is 
about how it is developed. (Buchanan, 2006: 30)

Cooney et al distinguish between high and low skill ecosystems. In high-skill ecosystems 
there is a virtuous cycle between the firms who need to develop high skills for competitive 
advantage in high value added production, the provision of education and training, and 
incentives ̶ such as career paths for individuals ̶ for employees to invest in skill
development and training (2010: 123). This contrasts with the vicious cycle of low-skill 
ecosystems where employers base competitiveness on cost, low value added production, 
and minimal investment in training (Cooney, 2010: 123).

Impact of the eco-system concept

The New South Wales (NSW) state-level Government in Australia committed to piloting 
several skills eco-system projects in 2002. Through these ecosystem projects, the NSW 
government sought to better align publicly supported provision to the demand for skills in 
firms and industries. 
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Box One:
The skills eco-system pilots in Queensland, Australia

The Australian state government of Queensland adopted a series of ‘skills eco-system’ pilots in 
2002. Over 60 Skills Formation Strategies have since been established, in a process 
characterised by strong industry-led involvement, multi-stakeholder coordination at the state, 
regional and local levels, and flexible provision. (OECD, 2012d: 5).

There have been some success stories. For example, the dairy industry approached an 
increasing demand for high-end skills using the skill ecosystem methodology. The shift in product 
market strategy from supplying traditional commodity based markets to value-added markets with 
all that this entailed (e.g. tighter product specifications, the introduction of new technologies, the 
development of participative workplaces, higher regulatory scrutiny, and higher levels of customer 
expectations) were the key drivers of a well-structured, industry-driven skills ecosystem for 
accelerating high-end skills development (OECD, 2012d: 9).

Another success has been the Western Downs regional mining pilot – the success her being 
largely due to the mining boom across Australia during the 2000s. Prior to mining, the Western 
Downs region was rural, agricultural and sparsely populated. Today, the region is among the 
highest local government growth areas in Australia, and the economy continues to grow, again 
mainly due to mining. 

Significant industrialisation has taken place in Western Downs over the past decade. The Kogan 
Creek power station and mine, an ethanol bio-refinery at Dalby, a large industrial piggery, several 
coal seam methane gas plants and the Chinchilla-Tarong railway line were all developed in 
relatively rapid succession, attracted by large natural resources, with other large, multi-national 
companies following (OECD, 2012d: 19).

Given this rapid industrialisation, the Western Downs Regional skills eco-system was established 
in 2005 to build regional capacity so that the community could develop the skills needed across 
all of this industrialization activity from within the pre-existing population. The strategy forged a 
community and industry culture of taking ownership of skills issues and coming up with 
endogenous solutions. Initially the most active player was the economic development sector but 
over time representatives from multiple government departments came together and became 
involved in implementation. More specifically, the strategy helped local businesses by building 
them into new supply chains as the major industries embedded themselves. This was achieved 
by linking skills policy into broader regional planning and economic development (OECD, 2012d: 
19).

The skills eco-system project was led by two facilitators. The facilitators were carefully selected 
for their local knowledge, relationship building and leadership skills. They helped create the 
Western Downs Regional skills eco-system network. They steered the network through 
negotiations and decisions regarding skills development. The facilitators developed collaborative 
community networks which pushed all the actors towards specifically agreed goals and which met 
regularly in formal and informal settings (OECD, 2012d: 21).

Equally significant, the OECD has adopted the concept in its local economic and 
employment development work. The OECD defines local skills ecosystems as 
‘organisations, institutions and firms in a certain local area or labour market that constitute 
area-based partnerships for training and skills development’ (OECD, 2012a: 31). It 
identifies skills eco-systems as the ideal organizational form within which to understand and 
promote local and regional development:
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… local skills partnerships are not just for providing skills, they are for knowledge exchange as well. 
Local partnerships in training have advantages in that local agents are better able to develop skills 
that meet their specific needs, increase knowledge flows and information within communities, drive 
local innovation through new ideas, utilise local knowledge, develop capabilities and skills and 
common ownership, increase transparency and accountability, and supplement limited resources of 
the formal education and training system (OECD, 2012a: 31).

Local skills and training ecosystems can provide a network mechanism for vocational
training co-ordination by involving more industry in training, better placing of trainees in
firms and providing improved incentives for training that better responds to the market in
terms of satisfying employers changing demands (OECD, 2012a: 31).

Whole-of-government coordination

The adoption of a skills eco-system model requires a ‘whole-of-government’ approach. In 
support of this proposition, Buchanan et al (2001: 27) argue that:

… skills formation is not and can never be a stand-alone issue. By itself, skills formation is not a 
solution to Australia’s global competitiveness nor to growing inequality. So long as VET is considered 
in this way, VET will fall short of the expectations placed upon it…. Skills formation must therefore be 
viewed as an essential dimension of macro policies to maintain growth and full employment and 
minimum wage and labour policies that directly support wages in the lower part of the wage
distribution. Skills formation policies must be developed in this context, not in a closed world of 
traditional VET policy actors, institutions and culture. (Buchanan et al, 2001: 27)

A cross-cutting policy approach to skills development will require:

 The establishment of systems for dialogue between different policy communities;
 Focusing VET policy-makers on improved collaboration;
 Overcoming the fragmentation of public policy along departmental and ministerial 

portfolio lines within a Westminster system of governance and creating policymaking 
systems which transcend the boundaries of established policy ‘silos’;

 Achieving coherence through Cabinet-level attention to skills formation policy only as 
part of a wider and integrated suite of policy interventions developing policy 
partnerships with the broader community;

 Constructing better systems for information exchange between VET and other 
horizontally linked policy areas (Buchanan et al, 2001: 27).

THE LLAKES INITIATIVE

The LLAKES project is a Economic Social Research Council-funded research centre based 
at the Institute of Education, London. It investigates the role of lifelong learning in promoting 
economic competitiveness and social cohesion. Key areas of research include the social 
and cultural foundations of learning, knowledge production and transfer, and innovation, 
within the context of a changing economy. LLAKES also researches the effects of 
knowledge and skill distribution on income equality, social cohesion and competitiveness.
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In a series of recent LLAKES papers, writers traditionally from the VET sector have been 
investigating the very different conceptions of learning that take place within the firm as 
articulated by scholars working in ‘innovation’ and ‘cluster’ studies, ‘economic geography’, 
‘evolutionary economics’ and ‘local and regional economic development’. A key finding of 
their initial work in this new area is that the two broad literatures – ‘VET studies’ and ‘local 
and regional economic studies’ – have operated in academic silo’s over the past decades 
even though they have much in common – a keen interest in the the nature of learning in 
the workplace. This separate trajectory is reflected in very different conceptions of 
‘learning’. 

James, Guile and Unwin argue that much of the work on VET in the UK has been trapped 
in considerations of the supply-side (providing a qualified labour force), with little 
consideration of the structural conditions underpinning the nature of work in its specific 
settings – local, regional or sectoral. The VET literature has also bought into the ‘education 
gospel’ described earlier by focusing too strongly on the supply-side needs of knowledge-
based economy [KBE] (James, Guile and Unwin, 2011: 1, 6). 

James et al provide a critique of this approach, arguing it is ‘credentialist’ and simplistically 
assumes that increased skill levels lead straightforwardly to increased productivity and 
economic growth, ignoring the that there is relatively weak demand for skills from 
employers (2011: 7). From their reading of the ‘local and regional economic literature’, they 
propose an alternative view of learning and skills development:

Clearly the argument that increasing skill levels through formal qualifications is the most important 
form of learning for the KBE is problematic…. Education levels are only part of the story. Rather, it is 
how the capabilities of the workforce are combined in innovative and productive ways that holds the 
key to economic competitiveness. In this respect, the cluster literature is helpful because it conceives 
of learning not in terms of qualifications but as an integral part of the process of innovation and the 
production of goods and services (James et al, 2011: 7).

James notes that the local and regional economic development literature (including cluster 
studies) suggests that although skilled labour is important, it is the way in which production 
processes are organised and institutionally supported within localised networks that is 
crucial. They identify a number of important factors underpinning the formation of clusters 
and industrial districts. Firstly, firms benefit from localised external economies (pools of 
labour skilled in a particular industry, or the existence of specialised competent suppliers in 
the vicinity). Secondly, proximity between firms in the same industry reduces transaction 
costs. Thirdly, the division of labour between a large number of small, specialised firms, 
located close together, facilitated innovation, collaborative technological development and 
collective learning. These firms were also said to benefit from informal institutions and 
conventions that created high levels of trust and social capital (James, 2011: 10). 

They conclude their study of the local and regional economic development literature by 
suggesting that ‘learning’ in this literature has a three-fold definition. Firstly, learning is 
interactive and context dependent. Thus successful learning is the outcome of interactions 
and relationships between firms and/or other institutions within favoured regions (2011: 4). 
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The second insight is that learning is a collective process between firms, vocational 
education institutions, other workforce intermediaries and branches of the state at local and 
regional level. In contrast to the VET literature, the local and regional economic 
development literature has little to say about individuals acquiring qualifications but focuses 
on learning by firms, institutions and regions, where innovative processes, products and 
services, rather than credentials are the outcome of learning (James, 2011: 4).  

The third insight, is that cumulative trajectories of learning develop within regions, such that 
they become specialised in certain sectors, technologies and institutional structures. 
Essential ‘know-how’ becomes embedded in these local and regional contexts, revealing 
what James et al call ‘architectural knowledge’ - the rules of the game, established 
routines, tacit knowledge about the ways of working and learning as they participate in the 
regional economic system (James, 2011: 4). James argues that ‘participation in 
regionalised economic systems is the primary means through which individuals learn the 
tacit knowledge and routines that give favoured regions a competitive edge’ (2011: 15).

Another important insight from the LLAKES work is their argument that a new mode of 
governance is evident in these localised and regional settings. In a paper by Fuller, Unwin, 
Guile and Rizvi, the authors theorise about an ‘Associational State’ emerging, based on a 
form of state that over the past three decades has increasingly contracted public services out to 
private and voluntary sector providers as part of large-scale public sector reform. This shift 
involves the public sector contracting and/or ‘partnering’ with external organisations in ‘network’ 
arrangements to provide particular social services. Fuller et al examine the locus of control 
and power in such networks in a case study of the regeneration of a specific UK ‘city-
region’. The case study ‘entailed new ways in which government policies across the areas 
of welfare, training, employment, urban regeneration and planning are being combined in 
an evolving model of the state and are being enacted by a range of actors’ (2010: 4, 34).

The concept developed here is of a state that is ‘detached’, increasingly outsourcing the 
provision of essential social services to third parties such as non-profit NGOs and for-profit 
training providers’ in specific localized or regional settings (Fuller et al, 2010: 35). This state 
seeks to:

… promote the use of public procurement and public sector contract compliance designed to increase 
employer involvement in the provision of skills, training, and jobs as part of firms’ corporate social 
responsibilities and contribution to the regeneration of disadvantaged localities and reskilling and 
upskilling the workforce (Fuller et al, 2010: 36).

The concept of the ‘Associational State’, as borrowed from evolutionary economists Cooke 
and Morgan (1998) functions to empower intermediate associations that lie between the 
state and the market. The State’s role is to create the conditions - formal and informal -
whereby firms, intermediate associations and public agencies can engage in a self-
organised process of interactive learning’ (Fuller et al, 2010: 39). The state’s role is to 
facilitate enabling conditions for interaction and partnership amongst the key role players in 
the local and regional economy in a quest to build the regional and national innovation 
system. For this to be achieved, it is imperative that power be devolved to local and 
regional tiers. Trust is key in the relationships between the state and the regional/local 
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actors and is part of the ‘associational repertoire’ that underpins this approach (Fuller et al, 
2010: 39).

THE AMERICAN EXPERIENCE OF WORKFORCE DEVELOPMENT

The American experience is an unlikely inspiration for skills development given that it has 
no formal VET policy or vocational institutions – other than the community college system. 
However, it is the ‘policy integration’ of economic development and workforce development 
initiatives in the USA over the past two decades that has been significant – and a source of 
inspiration for much of the OECD’s emphasis on building skills strategies at the local and 
regional level. This focus on ‘integration’ emerged with the passing of the federal-level 
Workforce Investment Act (WIA) in 1998. The WIA requires each state Governor to submit 
a Strategic Workforce Plan to the federal Department of Labour (DoL) outlining a five-year 
strategy for its workforce development system. Once a state-level Workforce Plan is 
approved, funding is devolved to Local Workforce Investment Boards (LWIBs) against their 
own five-yearly plans. 

Today, there are over 600 LWIBs and 3000 one-stop-shops which provide a range of 
employment and social services. They operate in decentralised settings ‘with states and 
local governing boards having more power’. Many states have used the WIA and its funds 
to forge partnerships across state-level agencies responsible for economic development 
and educational operations. This has entailed partnerships with non-profit organisations 
such as charitable foundations to help finance and deliver special programmes (OECD, 
2008: 58, 61).

LWIBs do not train. Their purpose is purely to develop positive working relationships and 
partnerships with the business community and coordinate and facilitate the provision of 
social services. The LWIBs must understand the workforce needs of businesses and 
provide services that meet their needs. It can do so by providing labour market information, 
conduct outreach, integrate employer needs into training strategies, broker relationships 
with job connections, making services easy to access, and coordinate with partners to 
reduce duplication (OECD, 2013: 25). In addition to this coordination role, each of the 600 
LWIBs are required to contract with local organisations to provide services. For training 
provision, the LWIBs typically use community colleges, secondary schools, and private 
companies to provide this training function. Community colleges provide externally-based 
training which takes place outside the workplace and in a classroom setting. On-the-job 
training (OJT) is also available, which occurs in the workplace and provides job seekers 
with work experience and skills training that will help them qualify for employment. Such 
customised training is an important source of revenue for community colleges and private 
providers (OECD, 2013: 25).  

A strong focus of these LWIB-led partnerships is social cohesion, employment and skills 
development. In some instances the LWIBs also work to identify endogenous economic 
development opportunities and contribute to the development of entrepreneurship. They 
maintain close contacts with local authorities, community representatives and civil servants, 
and typically cover sub-regional or local territories (OECD, 2008: 30). ‘Regional skills 
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alliances’, a distinct form of LWIB partnership, are mushrooming in the United States. They 
are usually sectoral alliances which seek to ‘bridge the gap between economic 
development and labour market policy’:

The greatest added value provided by such voluntary alliances is to encourage an orientation of 
employment and training activities more in line with the demand side of labour (OECD, 2008: 30).  

However, as Powell, Sung and Lindsay point out, the WIA was not established to set up a 
sectoral approach to skill development. Sectoral training began to appear under the WIA in 
the form of specific partnerships in certain localities in the US in the late 1990s. In general, 
WIA partnerships can take many forms. Many have no sectoral emphasis at all. The 
majority of the partnerships under the WIA are targeted at specific socially excluded groups 
so that they can re-establish sustainable employment for themselves, e.g. youth, long-term 
unemployed, low-income and disadvantaged groups (Powell, Sung and Lindsay, 2010: 15).

Since the WIA was not primarily a sectoral approach, in 2003, the High Job Growth 
Training Initiative (HJGTI) was announced by the Federal Government in 2003. Under the 
HJGTI, twelve sectors, including automotive manufacturing, were identified as industries 
that would experience significant growth in output and employment between 2003 and 
2017 (Powell et al, 2010: 15). This has strengthened the sectoral focus of the work of 
LWIBs.

The availability of a wide variety of intermediaries in the US is a critical factor in the 
evolution of this model of localised economic development. It is not easy to quantify the 
number of workforce intermediaries which partner with the LWIBs, but the National 
Network of Sector Partners (NNSP), a national support centre for sectoral workforce 
development initiatives, has estimated that there are at least 243 organisations that meet 
its strict criteria which are:

1. Intermediaries must operate programmes with a focus on two primary customers –
trainees and employers

2. They must work with low income individuals and low-wage workers
3. They must provide a menu of employment services; and
4. They must invest in longer-term career advancement (OECD, 2008: 64)

Nearly three-quarters of the 243 organisations identified by the NNSP were non-profit
organisations, with 22% in community-based organisations, 23% in WIBs, 15% in 
educational institutions, and 10% in economic development (OECD, 2008: 64). This NNSP 
survey is not representative of the entirety of USA intermediary activity, but it provides 
insight into the organisational diversity of the sector. 
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Box Two:
The Sacramento Employment and Training Agency (SETA)

SETA is a LWIB operating in Sacremento, California. A major part of SETAs work is to retain and 
attract new businesses to the Sacremento region. Its California Employment Training Panel
provides employers with matching funds for training their existing workers. Its purpose is to 
provide workers with secure jobs that pay good wages and have career ladder opportunities 
(OECD, 2013: 56).

The Sacramento region is served by the Los Rios Community College. More than 90,000 
students are enrolled in its two-year associate degree and certificate programmes in more than 
70 career fields (OECD, 2013: 55). SETA offers several ‘on-the-job’ customised training 
programmes and the demand for such training appears to be increasing. Los Rios Community 
College develops and provides responsive programmes through collaborations with business, 
labour and educational partners in the region. An example is a large auto parts manufacturer that 
needed specialised welders. Within a month, the company had worked with the community 
college to develop the curriculum to train students to meet the company’s specific needs. Los 
Rios also has nine workforce and economic development centres that work collaboratively with 
businesses and community organisations to tailor training to the specific needs of industries in the 
region. These centres focus on 10 priority areas that include advanced manufacturing, a 
biotechnology initiative, and a health care initiative among others. A recent addition has been the 
state-wide effort to bolster entrepreneurship through the Business and Entrepreneurship Centres. 
(OECD, 2013: 57).

Evidence in the USA on the impact of the LWIB work is divided. Many are skeptical that the 
WIA has had any major impact, and indeed, given the recession, its funding has been 
severely cut. However, Paul Osterman, leading labour market economist at the 
Massachusetts Institute of Technology (MIT) has a more positive take on the successes of 
the WIA and in particular, its work  with the community college sector in America. 

Although there is a widespread perception that the training programs that fall into this grouping are 
ineffective in fact the data points to a quite different conclusion. Evaluations of intermediary models 
are quite positive, intensive training programs show excellent results, and even WIA performs better 
than the popular perception. After many years of experimentation and the involvement of national 
technical support organizations a best practice model has emerged that is quite promising. The model 
involves a dual customer focus with the programs being responsive to the needs of both trainees and 
firm and a higher level of support to trainees that is typical in job training programs. (Osterman, 2010: 
24)

Osterman suggests that the problem is not so much the failure of WIA but one of reach and 
resources. The impact of the work of most LWIBs is ‘very small relative to the universe of 
need’. The WIA trains just over three hundred thousand people annually in occupational 
skills – a significant volume but small in comparison with the size of the American 
workforce. Recent funding cuts make expansion unlikely. 

THE OECD APPROACH 

The OECD approach to skills development is led, surprisingly, by its local Employment and 
Economic Development (LEED) research directorate and not by its Education research 
division. LEEDS has published a number of monographs over the past decade on 
partnerships, decentralisation and skills upgrading. In all of this seminal work, the OECD 
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argues for a broader labour market perspective for workforce development which serves 
wider economic and social goals including that of ‘attracting and retaining talent to 
enhancing the competitiveness of local firms’. What the OECD is proposing, particularly to 
local and regional economic development agencies, is that they should take on the 
responsibility for the more ‘comprehensive management of human resources, so as to 
meet better the demands of a global economy through improving economic 
competitiveness and social cohesion’ (OECD, 2008: 17). 

A key aim of the OECD initiative is to promote job creation on a scale which can begin to 
reduce the high unemployment levels experienced currently, particularly amongst post-
school youth. Skills development is increasingly being viewed as a key component of local 
strategies aimed at creating new jobs through the facilitation of firm restructuring to 
increase productivity as well as through the creation of new jobs in the ‘green’ economy 
(OECD, 2013: 13).

This more pro-active role will not be accomplished through the traditional passive labour 
market policy model of matching jobseekers with vacancies, training the unemployed and 
subsidising employment for the most disadvantaged workers. The OECD argues that this 
approach should be superceded by a more active labour market intervention where such 
employment agencies become major economic players through interacting with firms to 
build their competitiveness at local and regional levels: 

Capital is mobile, not only throughout the globe but also among regions in the same country. It settles 
where it finds a combination of conditions that suit the characteristics of production. Unit production 
cost is only one of these conditions. A further crucial element is the quality of labour to support the
production of local goods and services.… The ability to fuel local growth by cultivating relevant skills 
is the best guarantee that the business sector will thrive in a given region and, as a result, throughout 
the whole country. The local adaptation of policies is therefore of paramount importance (OECD, 
2008: 19).

What the OECD is proposing is that skills development should be pursued through the 
prism of local and regional economic development policies - and vice-versa.  Skills are at 
the core of what drives local economies. In many industries, “learning by doing” within the 
firm and collectivities of firms in a neighbouring locality is a better way to develop skills. It 
requires a localised development focus (OECD, 2012a: 56).

The OECD further argues that local workforce development agencies should provide 
demand-driven training (including customised training programmes) customised skills 
assessments, onsite job analysis, and specialised human resource services. In doing this 
workforce development agencies should partner with economic development agencies and 
business and engineering schools in local universities to provide technical assistance to 
local businesses facing workforce and technical production challenges (OECD, 2012a: 52).

Partnerships are a core component of the new OECD approach. Local partnerships 
typically involve businesses, NGOs and other community organisations as well as 
educational and training organisations and local government. They create more 
opportunities for local innovation, and they can utilise the skills and tacit knowledge of 
specific communities. In this environment, the central role of the formal education and 
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training system is increasingly being supplemented by the push to continuously upgrade
skills at the local level (OECD, 2012a: 52).

‘Variation’ is another core component of the OECD skills development argument. 
Conditions in one labour market will be very different from those in another neighbouring 
locality. This suggests the need for a high level of policy flexibility so that customized and 
localised strategies can be adopted in these differing contexts (OECD, 2012b: 4). A ‘one-
size-fits all’ skills policy is inappropriate given the need to fuel growth at the local level.

The OECD methodology of doing case studies

In promoting its integrated approach towards workforce and economic development, the 
OECD has developed a local labour market methodology which it has applied to several 
local and regional case studies in the USA, UK, Italy and Canada. In its book entitled 
Designing Local Skill strategies, the OECD proposes a four-fold template for measuring 
divergent local or regional labour market contexts. Borrowing from the work of UK labour 
market analyst Anne Green (2012) and the Oxford/SKOPE work on low-skill equilibria, the 
OECD proposes four ‘ideal-type’ categories as a means of understanding the complex 
relationship between skills demand and supply in different regions. According to this 
typology, regions can fall into four different categories: regions experiencing a low-skills
equilibrium; regions experiencing skills gaps and shortages; regions experiencing a skills 
surplus; and, lastly, regions experiencing a high-skills equilibrium:

Figure 6.1: The OECDs four different labour market typologies

Source: OECD, 2009, 27

The top far right quadrant represents a regional labour market with both a skills surplus but 
also high employer demand for skills. This ideal-type region will experience a ‘high-skills 
equilibrium’. In contrast, the bottom left hand quadrant represents regions with a low supply 
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of skills and low demand for skills among employers (a ‘low-skills equilibrium’). The other 
two quadrants represent areas with a low supply of skills but high employer demand (a 
context of ‘skill shortages’) and its converse – high levels of supply alongside low employer 
demand for skills (a context of ‘skills surplus’).

The concept of equilibrium is important, because it signifies an entire social ‘system’ and its 
key social structures solidifying around low-skill, low value-added conditions of production. 
Employers base their profitability around these core conditions and do not seek to change 
production or up-skill – hence the concept of ‘equilibrium’ and ‘system’ that is in a perpetual 
state of inertia. Within such an environment, a ‘vicious cycle’ can develop as individuals 
may see a limited incentive to remain in education if local companies are not seeking 
higher-level skills’ (OECD, 2012b: 6).

Not all businesses and not all localities progress as fast as others in terms of adopting new 
technologies and adapting to changing markets. The adoption of new technologies requires 
changing work organisation within companies, in addition to changes in local governance 
structures which may be easier to achieve in some localities than others (OECD, 2009: 27).

Box Three clearly shows the decline of formerly prosperous UK cities that are now in need 
of economic and social regeneration. Low-skill employment and unemployment are usually 
concentrated in neighbourhoods which are particularly isolated from the wider labour 
market. Such concentrations introduce additional barriers to accessing education and 
training, including a low level of access to social services, transport, information and low 
motivation through a lack of positive role models (OECD, 2009: 28). An important policy 
response to these conditions of decline have been the emergence of ‘city-region’ strategies 
aimed at the city’s social and economic regeneration. 
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Box Three:
Divergent skills equilibria in the North West region of the UK

The usefulness of this diagnostic tool is that it can highlight how different 
localities are associated with differing skill configurations. An example of the 
OECD methodology applied to the North West region of the UK is shown in 
Figure 6.2. What is clearly apparent is the large number of formerly prosperous 
industrial towns now stuck in a low-skills equilibrium – Liverpool, Blackpool and 
the Greater Manchester area. Only a few towns are characterised by ‘high-skill’ 
labour market conditions. 

Figure 6.2: Cities and towns in the North West region of the UK

Source: OECD, 2009, 27

GENERAL DISCUSSION

The next section provides a more general discussion regarding key elements of the 
argument developed so far across all five sets of literature. The central question 
investigated across all five has to do with the requirements for successful interventions in 
promoting both economic and skills development in local and regional settings. The 
ensuing discussion will now look at a number of these requirements: demand-side business 
support; partnerships and networks; coordination; linkages to  further education colleges
and other intermediaries; local intelligence and information flow; and finally, a national 
policy framework that allows local flexibility.
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Re-shaping employers’ demand for skills

The OECD proposes a pro-active approach to firm support on the demand-side – the need 
to reshape employers’ demand for skills. This has to do both with a firm’s choice of product 
market/process and its competitive strategy. Mason defines competitive strategy as the 
‘choices made by employers about product or service differentiation within particular 
markets’. He argues that product strategy refers to the positions occupied by different 
enterprises on a series of spectra relating to value added, complexity of product 
specification, volumes and price dependence, all of which may have implications for skill 
requirements. He argues that there is ‘considerable variation within and between industries’
(Mason 2004: 11).

The alternative OECD insight into the skill needs of employers throws up an entirely 
different set of intervention practices to those commonly associated with supply-side VET. 
It requires localised and regional interventions at firm level to support what Delbridge et al
call firm-level ‘adaptive learning’ – strategies to improve value-added and competitiveness 
through changes to the organisation of work and deployment of skills. This will require a 
broader concept of ‘business support’ to improve competitiveness and not merely skills 
improvement:

… skills can only make a substantive contribution to higher productivity if they are utilised within
organisations. This, in turn, depends upon a range of factors such as firms’ choice of competitive 
strategy, together with their approaches to work organisation and job design, and the way in which 
employees are managed. Current polices, aimed primarily at increasing the supply of 
skills/qualifications, need to be combined with broader measures designed to impact upon these 
wider areas of in-firm activity, so as to ensure that skills are brought into productive play and used to 
generate improved economic performance. (Delbridge et al, 2006: 15)

This analysis is congruent with the OECD approach. It argues that policy makers in the field 
of workforce development can play a role in joined-up strategies to help ‘shape’ demand, 
steering the local economy towards higher value-added production (OECD, 2012b: 65). On 
the demand side, policy-makers can influence the context of skills deployment, through
improved management practices and methods of work organisation. Further, they can also 
influence the nature and design of products and services. Improving skills utilisation is 
‘about ensuring the most effective application of skills in the workplace to maximise 
performance, through the use of a number of key agents (e.g. employers, employees, 
learning providers and the state) and the use of a range of human resources, management 
and working practices’. Improving productivity and competitiveness is not necessarily about 
investing in high tech, high-skills sectors. It is also about boosting skills utilisation in sectors 
which traditionally have a high concentration of lower skilled jobs, such as retail, care and 
tourism (OECD, 2012b: 34-36).

Breaking down silos

The task of integrating the work of local and regional economic development agencies with 
that of skills development agencies is not a simple or straight forward task. Much of what 
the OECD is arguing currently is heavily shaped by the experience of American workforce 
and local and regional economic development agencies – which now work together. This 
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was not always the case – previously these agencies ‘worked in silos and there was not 
much collaboration’ (OECD, 2012c: 8).

The OECD is persuasive in arguing that these ‘silo’ barriers need to be broken down 
between agencies. Industry, education and training organisations, local government, 
employment and training agencies, and households need greater local autonomy and 
resources to be able to collaborate and implement local projects (OECD, 2012a: 56).

Integration

There is a strong history of silo management dividing these two important policy portfolios 
into separate worlds. Generally, in most countries across the globe, policies to support 
skills and economic development are delivered by separate government departments and 
ministries. Policy officials from these differing administrations pursue different strategies 
which involve different actors and the outcomes often contradict one another. For example, 
employment and skills are often managed in a labour supply perspective, while economic 
development is run from the demand point of view. The results of this fragmentation on 
implementation are severe. Intended outcomes are often not achieved while unintended 
and unforeseen discrepancies emerge, making the policy terrain more complicated and 
messy (OECD, 2008: 25). 

Such divisions are often taken for granted, blamed on historical working relationships (‘it 
has always been like that’) and organisational cultures (‘they don’t work like we do’). 
However the OECD argues that such silos can be reduced through injecting greater 
flexibility into the management of policies, and through the implementation of effective local 
governance arrangements (OECD, 2011: 3).

The two policy spheres have strong complementarities. For example, local economic 
development officials can benefit significantly from working with employment offices and 
using workforce development as an instrument to attract new firms and stimulate local 
economic development. At the same time, labour market policy makers are increasingly 
dependent on other actors to achieve their own goals (OECD, 2011: 3). Furthermore, 
training organisations benefit from networking with economic developers and local 
businesses to ensure that courses reflect rapidly evolving demands for skills and to prepare 
for forthcoming local investments. In addition, many of the barriers that can create long-
term labour market exclusion (lack of access to transportation and childcare, longer-term 
health problems) require social services interventions which go across a number of 
different policy areas and government departments (OECD, 2011: 3).

A balanced approach

The OECD argues for a more balanced spread of skill initiatives than is currently the case. 
It argues for a threefold skills strategy:
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1. Social inclusion: Train and provide other social services support to low-skilled 
workers and the unemployed as a means of social inclusion within the formal 
economy.

2. Upskill existing workers: Many local economies suffer from skills polarisation –
growth in jobs at the high-end and low-end but with few opportunities emerging at 
the intermediate-skill level. Low-skill job growth has to do with labour market 
restructuring whereby former para-professional and intermediate-skill jobs have 
been broken down into a series of low wage, high turnover jobs. The OECD argues 
that through job redesign and training at local level these trends can be reversed.

3. Attract new talent: use migration policies as a means of solving skills gaps and 
labour shortages. Key here is attracting members of the ‘creative class’ as a 
category of workers who generally work in knowledge intensive sectors and are able 
to problem solve and innovate across a broad range of disciplines. Their designs 
and ideas are widely transferable and useful on a broad scale (OECD, 2009: 32).

In undertaking such a ‘balanced’ approach, employers need to deploy newly trained 
workers more effectively on the shop floor through improved skills utilization strategies. 
Workers doing routine labour (e.g. sales people) can bring benefits to firms by being able to 
problem-solve and feed information back from their communication with customers. This is 
what the OECD terms ‘incremental innovation’ - learning by doing - across the workplace, 
from top managers down to floor staff. Such learning helps workers to do things better, and 
also to do things differently, promoting innovation and the generation of new products and 
services (OECD, 2011: 5). Upskilling is a critical activity if firms are to innovate 
incrementally and move up the value chain towards higher value-added products aimed at 
export markets.

The ‘innovation’ discussed here is not the R&D which is usually based at universities in 
partnership with industry. Incremental innovation, rather, is based on a bottom-up process 
initiated by a skilled and effectively engaged workforce. Incremental innovation can lead to 
greater product and service innovation and hence growth and productivity. It can be 
developed in many different sectors including those characterized by a concentration of 
low-skilled, low income employment (OECD, 2012b: 61). Evidence suggests that this 
bottom-up process is best achieved in local and region settings and not through ‘one-size-
fits-all’ national industrial policy initiatives (OECD, 2012c: 7).

Decentralisation

Labour market policy is often governed by highly centralised national departments and 
ministries, in order to ensure that national policy goals are met. These arrangements often 
do not allow a great deal of leeway for responding to local conditions and supporting local 
initiatives. Decentralisation is one way to tackle this ‘top-down’ problem. There are two 
routes to  decentralisation:
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 Devolution to regional government; and 
 Administrative decentralization to public employment service (PES) agencies based 

regionally and locally.

Devolution is the most frequently chosen option of decentralisation as it involves the 
devolution of labour market responsibilities to pre-existing regional governments. National 
government usually remains responsible for the broad policy framework, the main 
orientation of policies, and funding. Some federal countries provide examples of this form of 
decentralisation – Belgium, Canada and Mexico – as do unitary states, such as Italy and 
Spain. Other federal states, such as Switzerland and the United States, have traditionally 
shared the powers more equally between different layers of government (OECD, 2008: 26-
27).

Administrative decentralisation entails the granting of some degree of autonomy in 
implementing policies and designing programmes to regional or local employment service 
agencies. Whatever the structure involved, the OECD advice is clear - workforce and 
economic development processes require flexible local governance structures that are 
adapted to local conditions and implemented in partnership with other government 
departments and local and regional stakeholders (OECD, 2008: 48). 

These decentralisation or localization proposals will require a dramatic shift in policy focus 
from the national to the local and regional levels, and an emphasis on local integration of 
skills strategies with local economic development strategies. It makes sense that ‘local 
agents who have a “grounds eye” view are better able to assess the economic 
opportunities and challenges of their community, are more cognizant of the community�s 
priorities, and better positioned to mobilise local resources’ to ensure success (OECD, 
2012a: 52). 

City-region strategies

Whether national governments and their rigid bureaucracies will ever be able to surrender 
central power to these regional and localised spheres of public policy influence will vary in 
each national context. Mittila, writing about the Finnish experience, argues that the 
relationship with the city in each of these local and regional nodes is central. There are 
multiple actors operating at this city-region level, all of whom have an important contribution 
to make in terms of policy formulation and implementation. The multiplicity and diversity of 
both public and private actors is the decisive issue here. They all act for the ‘public good
and mainly operate with public money’ (Mittila, 2008: 10). It is in these urban 
agglomerations of people and industries that the need to harmonise national policy goals 
and local concerns is perhaps most obvious and urgent. Cities are where most people in a 
country live and work. The concentration of living and working activities into certain 
agglomerations is a phenomenon that has shaped local economies and societies, 
generating wealth and high living standards in one part of the city while at the same time 
generating ghettoes of poverty and social exclusion in the city’s depressed sectors (OECD, 
2008: 44). It is for this reason that many large cities globally are setting up their own 
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integrated workforce and economic development programmes. Underlying this approach is 
a ‘conviction that national policies should be better tailored to local contexts, or else 
responsibility should be devolved to cities themselves’ (OECD, 2008: 44-45).

Partnerships and networks

Partnerships are another central element of successful interventions at local and regional 
level. Governments across the OECD have experimented with partnerships over the past 
three decades. They have been proposed as a way of ‘mobilising resources and achieving 
the biggest possible impact’, and they have helped to provide an answer to crisis situations 
such as factory closures and high unemployment rates in poor neighbourhoods. 
Partnerships were therefore a ‘frequent feature of local employment and economic 
development initiatives in the late 1970s and the 1980s’ onwards (OECD, 2008: 29).

It is widely accepted that bringing together key stakeholders and leveraging resources can 
be powerful catalysts for improved performance of local workforce and economic 
development organisations, which in turn promotes local economic development. Several 
lessons have been learnt from this early experimentation especially in the USA. Amongst 
the more important lessons are:

1. Business and workers, as customers, should be the common focus 
2. Outcomes must be agreed upon, quantified, and tracked
3. Local organisations must become entrepreneurial and problem solvers, and form 

strong networks among the stakeholders; and 
4. strong leadership is required to help define and advocate the common purpose and 

to mobilize community resources (OECD, 2008: 84-85)

As the OECD argues, effective partnerships involve:

… increasing the ability to commingle individual funding sources, reducing programme restrictions, 
overcoming turf issues, collapsing hierarchies in order to empower those making decisions and 
providing the services, and providing continual feedback on the effectiveness of efforts. The reward 
for successful partnerships and the integration of the three functions of workforce development, 
economic development, and education is developing a workforce that is better prepared to meet the 
needs of local businesses and workers, and thus to meet the challenges of an increasingly 
competitive global economy that all local economies face (OECD, 2008: 84-85).

The changes required to implement such approaches within the traditional forms of national 
government will be vast. It requires flexibility and local adaptations of national policy 
frameworks. It will require a ‘cultural transformation among management, staff, and policy 
makers’. 

Partnerships and co-operation happen at the local level. Each locality must find the right approach 
and engage the right leadership to bring together the appropriate partners and bring about the 
coordinated efforts to link workforce programmes with economic development programmes with 
educational institutions. National governments can provide resources, foster alignment among 
national agencies, and offer flexibility to local governments, but establishing a culture of co-operation 
at the local level is ultimately up to the local leadership (OECD, 2012a: 53).  
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Intermediaries

The concept of intermediaries first emerged in the innovation studies literature in the 1980s.
Mittila (2008: 4), writing from a Finnish innovation perspective, argues that the term 
‘intermediaries’ describes organisations and actors that act as links between business, 
universities and the state. They are the lynchpins in the creation of network structures, 
playing a key role in transmitting industry-specific information between the network actors 
more effectively. Mittila proposes a three level model of intermediaries – those operating at 
a macro, meso or micro level in the economy. Using a similar definition, Schneider (2010) 
defines four broad categories of intermediaries:

1. Councils with an economy-wide, broad function. These councils are macro-level 
society wide institutions with broad mandates to discuss issues affecting the 
economy as a whole such as systemic competitiveness, overall development 
planning, infrastructural bottlenecks, or macro stabilization. In most cases, these 
councils are talk shops with little executive power or direct control over resources. 

2. Councils with an economy-wide, narrow function. These councils are meso-level, 
with a specific purpose, for example trade negotiations, export promotion, labor 
market regulation (minimum wage), innovation, technology and R&D. 

3. Vocational training councils. Schneider highlights this area as distinct from category 
2 above because of its significance to industrial upgrading, but also because of its 
relative neglect. As skill shortages become a greater bottleneck to upgrading and 
overall development, so these councils will feature more prominently.

4. Industry-specific councils. Several of these exist in the East-Asian ‘tiger’ economies. 
These councils are often set up with a single sector focus, for example, the often 
cited story of Chile’s salmon industry success, led by the intermediary council, 
Fundacion Chile (Schneider, 2010:15-20).

Mittila cites the Finnish ‘National Technology Agency’ (Tekes) as a good example of an 
intermediary operating at the ‘macro’ level. Tekes finances research and development 
projects between businesses and universities. On a regional level, intermediaries that 
support the development of ‘city-regions’ would be good examples of structures  operating 
at a ‘meso’ strategy. Mittila argues that the ‘micro’ is the critical level providing support to 
individual firms or networks of firms. The intermediary organisation can produce services 
for firms in the area, for instance, financing, planning services and risk management. All 
these services reinforce the role of intermediaries ‘as a coordinating entity facilitating the 
production processes of innovative networks’ (Mittila, 2008: 5).

‘Building trust’ is perhaps the primary function of intermediaries. This is important because 
relations of trust and sharing act to reduce transactional costs as stakeholders acquire a 
‘better understanding of their counterpart’s needs and expectations’ (Gibb, 1997: 21). 
Building trust also helps offset the strongly asymmetrical relationships which exist between 
the large users of inputs and the smaller suppliers located along the value chain. Schneider 
argues that:
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… trust lowers barriers to information sharing, which in turn provides the basis for evaluating what 
worked and what did not, and to engaging in collective problem solving to devise better ways to 
design industrial policies (i.e., learning). (Schneider, 2010: 13)  

‘Brokerage’ is another key function. Astrid, Andrew and Cristina (2009), writing in the field 
of economic innovation, define an intermediary body as an organization that acts as a 
‘broker in any aspect of the innovation process between two or more parties.’ They are 
independent third parties ‘engaged in collaboration between different actors and supporting 
different steps in the innovation process’ (2009: 8). Overall, their key function is to scan and 
gather information and to communicate this further to those in need of the information. 
Intermediaries thus reduce the search and transaction costs in accessing information for 
different actors operating in the system. Intermediaries also assist in the adaption of newly 
acquired information and applications to new sectors or industries.

Another key role of intermediary bodies is to assist firms in ‘articulating demand’ (Klerkx 
and Leeuwis, 2008: 262). Without a clear insight into ‘demand’ conditions, it will be difficult 
for intermediary bodies to be client oriented. Demand articulation is ‘about clarifying both 
demand and supply, and establishing a dialogue between users and producers’. Both 
informal methods (based on tacit knowledge) and formal methods (based on an evaluation 
framework) are used for demand articulation (Klerkx and Leeuwis, 2008: 262). Chang 
(2004) concurs, arguing - from an industrial policy perspective - that the task of 
intermediary organisations is to induce private actors into new activities (new demand 
conditions) which they would have had no interest in entering under free-market conditions. 
As Chang suggests, an electronics industry which is non-existent today has nobody to 
advance its interests – even though it might be very successful tomorrow (Chang, 2004: 
167). Closing this gap - between public policy (for example, a new electronics industry) and 
the interests of a local entrepreneurial community – is no easy task.  

In the sphere of public employment services – an area critical to the OECD concern for job 
creation - there are several types of intermediaries operating to help unemployed or first-
time entrants navigate through the labour market into employment. The USA Federal 
Department of Labour has increasingly focused on funding regional economic strategies 
connected to workforce solutions and industry-based sector approaches. Using its authority 
and funding under the 1998 Workforce Investment Act, the Department has encouraged 
and created incentives to locate government interventions at the local level. The emphasis 
is local, with local communities encouraged to experiment while states are taking a 
leadership role by encouraging local innovation. Intermediaries play a crucial role in this 
local focus. They include brokers such as labour unions, community-based organisations, 
faith-based organisations and civic groups – all of whom can be particularly effective at 
establishing connections between employers, job seekers, education and other service 
providers (OECD, 2012c: 8, 26). 

Benner, Dresser and Leete describe the work of some of these intermediaries in the USA. 
They define labour market intermediaries as ‘third-party organizations that in some form or 
another involve themselves in the employer/worker relationship’. Most engage in job 
brokering activities, matching job seekers with individual employers. Some also provide job 
training, job search skills and/or access to a variety of other support services, such as 
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assistance with transportation, childcare and even portable health insurance and pension 
plans (Benner et al, 2001: 2).

Some of the positive outcomes of their work include providing an infrastructure for career 
mobility for workers. The most promising initiatives were able to: target particular 
occupations or industry sectors; provide after-care and mentoring to workers after their 
initial take-up in employment; maintain communication with workers over an extended 
period of time; build strong relationships with employers; deliberately focus on workers’ 
long term needs; and provide both formal training opportunities and informal on-the-job 
learning over an extended period of time. These intermediaries were particularly effective in 
working with the local/regional community colleges to achieve many of these goals (Benner 
et al, 2001: 4).

Noela Eddington, who has been involved within the Australian public service in 
implementing pilot skills eco-system projects, warns of the difficulties in providing this type 
of integrated and joined-up governance. She argues that traditional bureaucratic systems 
have difficulty operating in collaboration or network structures that tend to rely on 
relationships. Collaborative efforts are sometimes established to solve cross-cutting issues, 
but their outcomes and processes are generally predicated on traditional ways of working 
and reporting. 

Eddington and Eddington distinguishes between informal and formal networks. Informal 
networking refers to the loose connections and contacts between individuals. Networks are 
more formal and usually form around a common interest, but activity generally relates to 
actions of independently operating organizations. Eddington maintains that network 
structures form when agencies or people realize that they represent only one part of an 
issue, and that only by collaborating with others through a common mission will goals be 
accomplished. They require activity beyond the actions of independently operating 
agencies or individuals. Leadership becomes based on trust and interpersonal 
relationships, the time to achieve outcomes is usually protracted, new risks are involved, 
and a different set of leadership capabilities is required (Eddington and Eddington, 2010: 
2).

This new form of ‘network’ governance – in association with intermediary bodies - clashes 
strongly with the traditional form of the state, imposing a major obstacle to the success of 
many network arrangements. The state needs to move from a ‘pre-occupation with intra-
organisational imperatives to a commitment to the building of inter-organisational capacity’ 
(Williams, 2002, 105). This requires capabilities that emphasise relationships, 
interconnections, interdependencies and holistic thinking. Williams maintains that these 
capabilities contrast sharply with the ‘prevailing discourse of classical organisations that are 
underpinned by notions of rationality, linear thinking, task differentiation and functionalism’ 
(2002, 105). Traditional state departments are based on hierarchical structures and on 
accumulated ‘wisdom’ which is often resistant to change from outside. Departments often 
pursue agendas that are permissable in terms of their legal jurisidictions and which satisfy 
departmental interests, but which do not benefit government as a whole, leading to policy 
gaps, duplication and contradiction (Kavanagh and Richards, 2001, p. 1; Peters, 1998, p. 



144

4). Administrative silo’s are the unfortunate and inevitable result of these characteristics of 
traditional government. 

A second weakness of the traditional state is its weak ‘dialogic capacity’. In developing 
countries, many government agencies are weak and characterised by low levels of 
interaction with business agencies. In many developing countries including post-Apartheid 
South Africa, these institutions are still under construction, and do not have the inherited 
capabilities of similar agencies in the developed world. Even where the necessary 
institutions are present, ‘the critical linkages are still ill-developed’ (Astrid et al, 2009: 3). 

It is clear that networks will only succeed if there is effective political leadership and buy-in, 
as well as trust and cooperation between all the stakeholders and intermediaries involved. 
In some instances, all of these elements are present and success is achieved. In others, 
networking efforts fail.

Community colleges

In a review of the American community college system, Paul Osterman, a highly respected 
labour market economist at MIT, suggests that they constitute America’s embryonic 
vocational training system. It is a large system, with 1177 colleges and 6.6 million enrolled 
in credit-bearing courses and another 6 to 7 million enrolled for customised non-credit 
bearing courses Only one-third of students are young and study part-time – the bulk of 
students are working adults studying part-time (2010: 1, 5). 

Community colleges, over the past 15 years since the passing of the WIA in 1998 have
been aggressive and entrepreneurial in working with firms to provide customized training 
for incumbent workers and new entrants. Many colleges have created separate 
administrative divisions that offer non-credit courses to adults seeking to improve their 
skills. In addition these units engage in a wide range of entrepreneurial activities with firms 
such as business support and product improvement (2010: 9).

The American system has a dual role: to train the existing workforce of adult workers, who 
in most cases acquire non-credit bearing customized training. Secondly, the colleges train 
young school-leavers, most of whom are on two-year associate degree programmes with 
the hope of transferring to four-year degree programmes offered by the university system. 
The downside of the system is extremely poor success rates – with only 21.9% of students 
graduating in 150% of the expected time. Causes of such poor performance include weak 
reading and maths skills, as well as studying part-time and being distracted by work and 
family demands. Teaching staff are mostly part-time, with high student-to-counselor ratios -
adding additional weaknesses to the system. Interestingly, cohort graduation rates do 
increase if looked at over a longer period of additional time – suggesting many ‘leavers’ 
return to college to complete their studies once they have resolved various personal and 
social obstacles to their academic progress (Osterman, 2010: 12).



145

Sectoral focus

The community colleges are most successful at undertaking continuing education – and in 
particular, working with employers to design customized training programs and offering 
non-credit bearing courses to local residents. Lakes (2012: 13) has described the important 
role of the public community college system in the USA as part of the sector strategies 
promoted by the Federal Government. Sector strategies bring together a number of public-
private stakeholders for the purposes of up-skilling the workforce. They comprise ‘regional, 
employer-driven partnerships of industry, education and training, and other stakeholders 
that focus on the workforce needs of key industries in a regional labour market’ (Lakes, 
2012: 13). The community colleges play a critical role in these partnerships. They have 
what Lakes terms ‘enviable locational assets’ because of their regional distribution in the 
states and their ability to provide job training and placements for cluster firms. Also, sector 
strategies are designed to serve hard-to-reach populations at the lower end of the wage 
scale. The colleges have a regional and local infrastucture that can reach these at-risk 
communities. 

The colleges assist low-wage adults and unemployed or dislocated workers in job search 
and training activities. They work with the employment and training agencies, federally 
funded by the WIA, to provide an array of career information and hiring opportunities, 
offering short-term workshops on workplace skills and resume´ preparation or more formal
instruction into pathways leading to technical credentials (Lakes, 2012: 21). 

Box Four:
The Politecnico Calzaturiero Outside Venice

The Riviera del Brenta industrial district is located across the Venice and Padova provinces. It 
has a long history of artisanal production in cottage-based industries, including footwear. In the 
1990s a decision was made to reposition the footwear industrial district to focus on top-of-the 
range products in high-quality womens footwear. In undergoing this transition, the firms decided 
to privilege the high-quality ‘Made in Italy’ brand as part of the promotion of their own footwear 
products. This production shift required changes in the composition of the labour force, most 
particularly the skills needed in the utilisation of intangible services such as R&D, design, 
marketing and advertising. 

Given the barriers experienced by SMEs in accessing new global markets, a local employers 
association, ACRIB, was launched with the aim of expanding the global brand of the Rivera del 
Brenta district. But another key institution was the local education and training institution.  The 
area had a ‘School of Arts and Crafts’ created in 1923 for professional training in various crafts, 
and then specialising as a school for footwear designers. In 2001 the school was restructured and 
became the Politecnico Calzaturiero, a private company started by ACRIB (the local employers 
association), along with other public and private bodies in the Veneto region - to promote 
initiatives in training, research and technological transfer, development of quality and safety at 
work (OECD, 2012b: 46-48). 

The principal mission of the polytechnic is the training of entrepreneurs, managers and craftsmen. 
However, the Politecnico also provides key business services to firms. For example, it offers 
support in technological research and quality control of materials for firms throughout the supply 
chain. The support of the ACRIB employer network and the establishment of a shared interest in 
developing the global brand has been instrumental in making this partnership a success. 
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Richards (2012), writing about regional economic development practice in the UK, argues 
the need to devolve more powers to higher and further education institutions to allow them 
to be more responsive and flexible in local and ‘city-region’ contexts. Richards argues that 
the national policy frameworks that govern higher and further education institutions steer 
them away from working in localised contexts. Those city-regions which are working
towards improving their knowledge economies will be missing a vital ingredient if 
universities and colleges are driven away from them by national incentives, rather than 
towards them. Similarly, further education colleges need to be ‘given more space to 
become local innovators, but the legacy of the past means that there is a long way to go’ 
(Richards, 2012: 132).

CONCLUSION: THE ROLE OF THE STATE

The role of government in enabling local and regional economic development to succeed is 
no straight forward matter. All of the institutions described above and which operate in 
networks and partnerships are governed by very different institutional conditions. For 
example, some of the intermediaries are government owned, some have a mixed 
ownership base with public, private and third sector shareholders. Others are for-profit 
private or are self-governed NGOs (Mittala, 2008: 5).

The most vexing governance challenge here is the melding together of differing 
organizational/institutional cultures into one consensual and cooperative framework. State 
and federal governments require strict accountability, transparent accounting and 
programmatic practices that are scrutinised closely by funding agencies. They have also
fostered a paternalistic culture - they view their customers as needing assistance in 
understanding what is in their best interests. In contrast, economic development
organisations, on the other hand – particularly NGOs – work behind closed doors in order 
to strike deals with private business entities:

Businesses do not appreciate public scrutiny. Thus, economic development organisations, which deal 
directly with businesses, are not accustomed to transparency and resist the oversight and 
accountability of government. They also have a culture of responding to the needs of business 
without question. In addition to cultural differences, they may have different goals from workforce 
development entities and may work at cross-purposes (OECD, 2008: 80).

All of this requires the presence of considerable levels of flexibility in national policy 
frameworks which allow the devolution of powers to local/regional actors to adapt and
implement training, employment and local economic development policies in a integrated 
way and in response to local conditions. In order to work effectively in partnerships, local 
actors need to have sufficient authority within their own policy sector to actively influence
the delivery of services (OECD, 2009: 48). The role of government is primarily to find ways 
to support these relatively resource intensive local and regional mechanisms and to 
incorporate them into broader national policy initiatives (OECD, 2008: 35-36, 83). Raddon 
and Sung argue that national governments need to learn to step back and not impose 
national framework targets on local actors – thereby allowing flexibility for local actors to 
negotiate appropriate local solutions:
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Sectoral approaches clearly are useful in engaging employers, albeit they take different forms within 
different national contexts. However, the extent to which employers will take ownership of, and 
responsibility for, public policy approaches to skills development depends upon a number of factors. 
Funding and the extent to which governments are willing to 'let go' of public policy approaches can 
have a significant impact on the level of employer engagement, and the kinds of activities that can be 
achieved via a demand-led sectoral skills approach (Raddon and Sung, 2006: 17).
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Chapter Seven:

Brazil and the S-System of Vocational Education and Training 

INTRODUCTION

Brazil is the biggest country in Latin America in terms of geographical size and the fifth 
largest in the world, surpassed only by Russia, Canada, China and the United States. It has 
190 million citizens and is the thirteen largest economy in the world (Gallart, 2008: 77). 
Within Latin America, it is the superpower. It is a country of extreme contrasts both 
politically and socially. Its history over the past four centuries has been one of colonial 
conquest by the Portuguese, brutal subjugation of Brazil’s indigenous people, oppression of 
African slaves working on the rubber plantations owned by the colonialists, and decades of 
autocratic rule by the military and authoritarian Presidents. Even though independence 
from Portugal was achieved in 1822 and a Republic declared in 1989, Brazil’s most 
extensive period of democracy has been the recent phase from 1985 to the present. This 
historical combination of colonialism, oppression and military dictatorship has created a 
society with deep cleavages and inequalities which have persisted into the democratic era.

The most visible inequalities are evident in the very different social conditions which prevail 
in Brazil’s five regions: North, North East, Centre West, South East and South. The North 
and North East regions have the lowest average income levels and the highest rates of 
poverty in the country. Levels of poverty are strongly correlated with illiteracy rates which in 
these areas are about double the rates of the South and South East regions. The region 
with the greatest concentration of people in the lowest wage range is the North East, where 
83.6% of the total work force earned less than R$400 in 2004 (R$ is the Brazilian ‘Real’ 
currency). In contrast, the Centre West and South East regions contain the highest 
proportions of employed persons earning more than R$2,000 in 2004 (JBIC, 2005: 45).

The 26 states in Brazil are autonomous self governing entities organised with relatively 
strong financial independence. These states exercise a considerable amount of power, 
thereby weakening the ability of the federal leadership to introduce reforms. Regional 
evolution, historically, has correlated strongly with race. This is because economic and 
industrial growth has been concentrated in the South East, which became the primary 
destination of white European settlers who today comprise 54 percent of the population. In 
sharp contrast, slavery grew in the North East around the rubber plantations. As a 
consequence, the bulb of black Brazilians, descendants of the African slaves, now live in 
the North and North East of the country (Hasler, Thompson and Schuler, 2006: 99). 
Boniface argues that this history has created a high degree of territorial heterogeneity, with 
two distinct ‘Brazils’ (Boniface, 2002: 9). The above-mentioned patterns of social and 
economic development have led to two Brazil’s, neatly divided between its Northern and 
Southern halves. These territories have evolved into two distinct subnational regimes - the 
highly developed ‘South’ and the under-developed ‘North’ (Boniface, 2002: 9). 

As a consequence of all of this, income distribution in Brazil is highly skewed – making 
Brazil one of the most unequal societies in the world. The Gini coefficient is 59.1, just under 
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Nicaragua at 60.3 and close to South Africa at 59.3 (Schwartzman, 2003: 15). Brazil’s 
unequal income relative to other Latin American countries is revealing. The top ten percent 
(decile 10) have an eight percent income lead on the equivalent class in other Latin 
American countries. Similarly, the poorest ten percent earn significantly less than in other 
Latin American countries (Gallart, 2008: 80). To make matters worse, average incomes 
have been in decline since the 1980s because of the myriad of economic and financial 
crises that have been felt throughout the 1980s and 1990s. 

Another indicator of the extent of social inequality in Brazil is the distribution of benefits 
from the social security system. Social security expenditures have been targeted at a very 
restricted section of the population, that is, 3.5 million public servants and their dependants. 
Although public expenditure on social security in Brazil has been extensive, its benefits 
have been extremely concentrated. As Table 7.1 illustrates, this regressive social security 
system has allowed the top income group (decile 10) to acquire 46 percent of the benefits 
(Amann and Baer, 2006: 231).

Table 7.1: Brazil: distribution of government monetary benefits by 
income groups (deciles - %)

1 2 3 4 5 6 7 8 9 10 Total
Total benefits 2 3 3 3 5 7 7 9 15 46 100
Pensions 0 1 2 3 4 7 7 9 16 51 100
Unemployment insurance 6 6 8 12 12 9 13 11 14 9 100
Family support 2 8 11 13 13 12 10 10 9 12 100
Old age support 7 12 28 14 39 0 0 0 0 0 100
Children support 35 38 19 7 1 0 0 0 0 0 100

Source: Amann and Baer, 2006: 231

Another indicator of social inequality in Brazil is the use of child labour. Schwartzman 
reports the existence of several million children in Brazil doing some kind of work, most of them 
as part of their families’ activities in rural areas. He argues that policies are needed to take 
homeless children off the streets, to prevent the abusive and exploitative types of child labour, 
and to provide better school opportunities and financial incentives to stimulate families to bring 
them to school. The largest problem, according to Schwartzman, are the millions of girls 
working as maids in private homes, without any kind of protection from government 
(Schwartzman, 2003: 28).

THE ECONOMY

Carrasco and Williams indicate that Brazil’s economic development has traversed through 
four phases. The first was the post-independence economic stagnation of the nineteenth 
century. Brazil’s transition from colonial rule was not through revolution, but by becoming a 
separate empire headed by a member of the Portuguese royal family in 1807. It established 
a land-owning class who exploited African slaves to establish large cotton, sugar and 
coffee plantations. In 1888 the monarchy outlawed slavery and allowed for the 
establishment of an independent Republic in 1889 (2012: 83, 91).

The second phase was a period of high economic growth that commenced in the early
twentieth century – particularly during the Vargas Presidential era starting 1934 and ending 
in 1954. Under Vargas, the focus of Brazil’s economic policies was to modernise and break 
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from the stranglehold of the landed aristocracy. He did this via state-led development 
initiatives and through the support of urban labour, the burgeoning middle class, and the 
Roman Catholic Church. He focused specifically on the steel and oil sectors. He put in 
place the beginnings of import-substitution policies. Brazil averaged four percent GDP 
growth annually throughout the 1930s whilst most of the developed world suffered under 
the first Great Depression (Carrasco and Williams, 2012: 93; Lei, 2013: 56). However, the 
Vargas era was not all positive. He was authoritarian in his methods, as Lei (2013) 
illustrates: 

The new strategy required an increased centralization of power into the hands of the State. Among 
other policies, Vargas dissolved the Congress and State Legislatures, replaced state governors with 
hand-picked Federal representatives, and monopolized military, monetary, and fiscal authority. The 
crisis had created the perfect opportunity for this shift in the governing elite. Weakened in their 
economic power and dominance, the landed oligarchy lost the control over the state apparatus. The 
power to dictate Brazil's policies and its future now resided with a new cadre composed of 
industrialists, politicians, and military leaders, among others. (Lei, 2013: 57)

The nature of the Brazilian state is clearly revealed by Lei in the above quote – a tendency 
towards autocracy (even within a democratic dispensation with an elected President), and 
rule by political, industrial and military elites. Vargas was instrumental in shaping the state 
in this autocratic way. On the economic front, it was Vargas’s elected successor, 
Kubitschek, who consolidated the transition to an intervening state aggressively pushing for 
import substitution industrialisation (ISI) policies during the late 1950s and early 1960s. He 
extended state support to the automotive, shipbuilding, and petrochemical industries. The 
military coup of 1964 (a dictatorship which lasted until 1985) supported this aggressive 
implementation of ISI policies – the third phase of Brazil’s development. All of this set the 
stage for the so-called ‘Brazilian Miracle’ which lasted from 1968 to 1973, when the 
country’s economy grew more than ten percent each year. This growth phase, however, 
came to an end with the inflation and debt crisis that stretched from the mid 1970s into the 
late 1990s. 

The aggressive pursuit of ISI created its own demise – it led to the expenditure  of vast 
amounts of borrowed money on imported capital goods and the infrastructure necessary to
support ISI. The debt crisis was exacerbated by the global oil crisis of the 1970s (Lei, 2013: 
65), forcing Brazil to undergo a major International Monetary Fund (IMF) debt restructuring 
programme in 1983. Brazil was forced to devalue its currency, cut public spending, freeze 
all wages, reduce the level of subsidized credit available, raise taxes, and cut the amount of 
foreign borrowing by state-owned enterprises. Because of the severity of the debt crisis, the 
military regime decided to hand power over to a civilian government in 1985 whose main 
economic task would be to control inflation and reduce debt (Carrasco and Williams, 2012: 
98-99). 

In 1990, Fernando Collor De Mello, the first democratically-elected president of Brazil in 
nearly thirty years, introduced strict policies of price stabilisation, privatization and trade 
liberalisation.  His finance minister and a future President, Fernando Henrique Cardoso, 
introduced a new currency (the Real), tightened monetary policy, introduced a managed-



151

float exchange rate system, cut spending, and increased taxes (Carrasco and Williams, 
2012: 83. 100). This was the start of the fourth phase of Brazil’s economic development. 

Initially, it was very successful. Inflation fell from just over fifty percent in June 1994 to less 
than one percent in September 1994. Lower inflation had the effect of raising real wages by 
reducing prices, which in turn increased the buying power of wage earners and effectively 
reduced poverty. On the back of this optimistic economic outlook, Cardosa rose to power in 
the presidential elections of 1994.

However, there was a down-side. Although the ‘Real Plan’ was considered a success, 
Cardoso failed to properly address the country’s ever-growing fiscal deficit. Capital inflows 
fell dramatically in 1997-1998 largely because of the country’s large deficit. To stave off 
speculation and prevent capital outflows, Cardoso raised already-high interest rates, 
making speculation less profitable and investing in the country more remunerative
(Carrasco and Williams, 2012: 83. 101). Brazil was now caught in a vicious cycle of 
needing to borrow from the IMF and World Bank to overcome its indebtedness, actions 
which only exacerbated its indebtedness. It was this socio-economic context which ushered
in the Luiz Inácio ‘Lula’ da Silva era in 2002.

A hierarchical, state-dependent market economy 

A number of scholars operating from the Varieties of Capitalism (VoC) school have 
attempted to categorise Brazil’s version of a market economy. Nolke describes 
contemporary Brazil as a state-dependent market economy because the economy is 
dominated by ‘dense relationships between public authorities and major domestic 
enterprises’. The state in such an economy cooperates closely with national elites (2010: 
3). Schneider (2009) coins a similar description for Brazil as a ‘hierarchical market 
economy’. He describes three core features:

1. The dominant corporate form among large private domestic firms has long been the 
family-owned and controlled business group.

2. Labour relations are atomistic and workers have fluid, short-term links to firms 
resulting in high-turnover rates. There are no co-determinist institutions – as in the 
Scandinavian and central European countries such as the Netherlands - for micro
coordination within firms. Enterprise relations are top-down and hierarchical. Unions 
represent a decreasing share of industrial workers, in part because the informal 
sector is so large. Unions operate less on collective action and negotiations with 
employer associations, but rather through direct political ties with the state – a highly 
significant contrast to the role of unions in coordinated market economies.

3. Lastly, education levels are comparatively low, despite recent advances, and public 
and private investment in training and R&D is minimal (Nolke, 2010; Schneider, 
2009).

Brazil’s path dependent economic trajectory has comprised many elements, including 
colonialism, slavery, the formation of a powerful landed aristocracy (continued today in the 
form of large capital-intensive family-owned agricultural companies), and a ‘strong’ state 
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which has at points being authoritarian (particularly during the military coup era but also 
under elected presidents like Vargas) and which has built close links with domestic 
capitalist elites. Multinational companies (MNCs) have penetrated the economy in key 
sectors adding to the complex power relations in Brazil. Schneider sees this network of 
power as ‘hierarchical’:

Large companies in Latin America are divided between large domestic business groups and MNCs. 
There are four things to emphasize about large domestic firms in Latin America. First, they are widely 
diversified into subsidiaries that have little or no market or technological relation to one another. 
Second, each large group maintains direct hierarchical control over dozens of separate firms. Third, 
small numbers of huge groups account for large shares of GDP, estimated sometimes as high as 20 
percent. And, fourth, groups are mostly owned and managed by families, often several generations 
(Schneider, 2009: 6-7)

It is this ‘family’ mode of corporate control that is most distinctive of Brazilian-style 
capitalism. Nolke likens these corporate families to ‘clans’ and sees them as the ‘central 
mode of social coordination in Brazil’ (2010: 11). Business in Brazil is dominated by 
informal, personalized relations and is therefore less reliant on the ‘trust’ and ‘social 
coordination’ so characteristic of ‘coordinated market economies’. Market coordination is 
not provided by ‘formal institutions such as business associations, but rather by clan-like 
relations between private and public elites’ (Nolke, 2010: 11). This social structure has 
endured even through the Lula period of office from 2002-2008: 

Generally, Brazilian capitalism reproduces the basic class structure. Elections rather lead to changes 
within the elite, not to its decline. Elites are supported by multi-party clientelism and social mobility is 
limited to a small part of the population. Labour is fragmented between a small group of privileged 
workers and the majority within the informal sector, the latter with a very low grade of organization 
and, therefore, very limited means to enforce social redistribution (Nolke, 2010: 11-12).

ECONOMIC PROBLEMS PERSIST

The Brazilian economy has had an impressive track record of rapid growth for almost a 
half-a century, from 1930-1980, where average growth rates were 7 percent per annum. 
During the era of military government from 1964-1985, Brazil’s economy grew at a 
remarkable 7.8 percent per annum (Rodriguez, Dahlman and Salmi, 2008: 15). 
Unfortunately, these achievements were unsustainable from the 1980s onwards when the 
Brazilian economy was plagued by a variety of problems.  Growth rates plummeted to 1.7 
percent per annum in the 1980s and early 1990s and only recovered to an average of 2.8 
percent in the democratic era (Rodriguez et al, 2008: 37). These problems include:

1. Spiralling inflation and plummeting GDP: Brazil’s major fault line throughout the 
1980s was its soaring inflation rate – which peaked at 2477 percent in 1993 - and 
the consequent impact it had on other key macro-economic indicators. High inflation 
led to a steep contraction in output, with GDP growth rates plummeting to negative 
values in the 1990-1992 period. In short, this period was marked by ‘very low growth 
accompanied by very large macroeconomic imbalances, high inflation, an external 
debt crisis and repeated failures in stabilisation efforts’ (Rodriguez et al, 2008: 16).
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2. Massive public sector debt: this arose in part because Brazil has one of the largest 
governments among middle-income economies, but also because government 
consumption increased rapidly in the 1980s and early 1990s. It reached 19.3 percent 
of GDP on average in the period 1990-2004, as compared with China and India’s 
more moderate 11.6 percent of GDP in the same period. A major contributor to 
these high levels of state expenditure in Brazil was the social security system. These 
high expenditure levels had a knock-on effect, leading to exceedingly high taxes, 
high interest rates and low levels of investment in critical public infrastructure 
(Rodriguez et al, 2008: 44-45). 

3. increasing unemployment: Unemployment in Brazil has steadily increased over 
the past two decades, reaching  two-digit levels in 2002:

Table 7.2: Unemployment levels in Brazil, 1990-2006

Source: Gallart, 2008: 82)

4. Low technological upgrading: Brazil ranks 57th out of 117 countries on the Global 
Competitive Index – almost at the mid-point of all countries evaluated. Although 
Brazil has achieved notable successes in certain high-tech export markets, the bulk 
of its exports are still largely resource-based which have benefited greatly from the 
world-wide commodities boom of recent years. The transition to higher value-added 
production in these resource-based sectors and in other parts of manufacturing has 
not occurred sufficiently for Brazil to remain globally competitive. Rodriguez et al
argue that the lack of significant technological upgrading alongside poor education 
and training has meant that Brazil has been very slow to adapt to the 
competitiveness demands of the global knowledge economy (Rodriguez et al, 2008: 
19). 

This multitude of problems was not resolved through significant structural reform until the 
governments of Cardoso in 1994-2002, Lula in 2002-2010, and more recently, Rousseff 
(2010 to the current period). The next section will describe the main features of the largely 
orthodox neo-liberal policy instruments used by these three administrations to resolve 
these deeply-rooted economic problems. 

CARDOSO’S RISE IN THE 1990s

Cardoso’s fiscal reform scheme - the ‘Plano Real’ as discussed earlier - was very 
successful in ending the high levels of inflation and bringing it back to single digit figures. 
Cardoso went on to introduce several other major structural reforms, including a wide scale 
privatisation of state owned enterprises, the consolidation of monetary and fiscal policy to 
ensure ongoing macroeconomic stability, and social security reforms. His legacy was to 
facilitate the ascendancy of neo-Liberal policies within the Brazilian body-politic. In the 
elections of 2002 and 2006, where Cardoso’s party was rejected by voters because of the 
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lack of benefits derived by the poor during his administration, Lula’s party too was unable to 
halt this neo-Liberal ascendancy. This is ironic given Lula’s background as a lathe operator 
turned trade unionist and leader of a strongly leftwing party in the 1980s and 1990s. 

LULA’s POLITICAL RISE TO POWER

In his first year in power in 2002, Lula installed an unblinkingly orthodox economic team at 
the Central Bank and Ministry of Finance, which hiked interest rates even further and cut 
public investment, to achieve a primary fiscal surplus higher even than the figure the IMF 
had demanded. As Perry Anderson noted in an excellent review of the Lula era, these Lula 
reforms had divergent impacts:

For citizens, prices and unemployment rose as growth fell by 50 per cent. But what was bitter 
medicine for militants was nectar to bond-holders: the spectre of default was banished. Growth 
resumed in 2004 as exports recovered (Anderson, 2011: 2-3).

However, by 2010, steady GDP growth throughout the decade reached a peak of 7.5 per 
cent, surviving the global recession of 2008 relatively well. In 2011, Brazil overtook the U.K. 
as the sixth largest economy in the world (Carrasco and Williams, 2012: 83). Economic 
growth was further facilitated by trade liberalization. Since the mid-1990s, Brazil has 
lowered its import tariffs while modernizing its overall import system (customs inspections
and payments), making it cheaper and easier for foreign countries and companies to sell 
their products in Brazil.

The amount of foreign direct investment flowing into Brazil has steadily increased since the 
introduction of the Real Plan in 1994 - thanks, in part, to the high investment returns 
associated with fast growth and high interest rates. In addition, Brazil allows foreign 
companies to fully remit profits abroad (Carrasco and Williams, 2012: 108).

Since its founding in 1980 by union leaders, the PT - the Workers Party (‘Partido dos 
Trabalhadores’) – was a social movement embracing sometimes contradictory elements 
such as workerism and class-consciousness, a participatory democratic ethos, a 
commitment to social movement autonomy and a desire to govern by these principles. 
Comprised of a wide spectrum of leftist intellectuals, left leadership within the Catholic
Church, unionists and social movement leaders, the party grew rapidly in the 1980s and 
1990s. According to Samuels, the party’s heterogeneity and formation from the “bottom up” 
made it unique in the history of Brazilian parties, and perhaps in Latin America. The party’s 
founding documents defined itself as socialist and it espoused many radical positions, for 
example, the repudiation of external debt, the nationalization of the country’s banks and 
mineral wealth, and radical land reform (Samuels, 2004: 1002).

Prior to winning the presidential elections in 2002, PT had won many local seats and 
control over many local municipalities. By the late 1990s, the PT had governed over two 
hundred municipalities of all sizes. Often, these were successful attempts at governing with 
the real input of civil society. In addition to participatory budgets, PT administrations gained 
extensive experience working with councils on a diversity of public policy issues including 
those relating to women, Afro-Brazilians and youth. By the end of the 1990s, the phrase 
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‘the PT way of governing’ had became a trademark. It was synonymous with participation, 
transparency and good governance. With the victory of 2002, there were high expectations 
that this participatory form of governance would prevail nationally across Brazil. (Baiocchi, 
Braathen, Teixeira, 2012: 3; Lei, 2013: 68). 

However, the traditional political system in Brazil was very different. Given the backdrop of 
social and economic division, the distinctive ethnic mix, a huge population unevenly 
distributed across a vast territorial region, it is not surprising that all of these factors have 
given rise to a highly fragmented political system with several political parties competing in 
the electoral system but with few acquiring dominance across all 26 states and the federal 
government. On the positive side, this has led to a tradition of coalition politics in all of the 
elected governments since 1985. On the negative side, it has been the cause of 
clientelism, patronage and corruption which has been an on-going characteristic of 
Brazilian political life. A good example of this ‘coalitional politics’ was Lula’s victory as 
President in 2002. Although he won with a healthy majority in presidential elections, the PT 
garnered less than 20 percent of seats in the legislature (91 of 513 seats), necessitating a 
ten-party coalition to govern. 

All of these pressures – political (gaining power in the legislature) and economic (stabilizing 
the macro-economic fundamentals) - led to a gradual transition of the party towards left-of-
centre positions. The exercise of governmental responsibility and power was the primary 
force behind the moderation of policies within the PT:

In the 1990s, a shift toward favouring strategic moderation within the party’s rank and file resulted 
from the party’s growing participation in Brazil’s democratic institutions, which pushed many active 
party members to re-evaluate the tactical implications of their ideological beliefs. (Samuels, 2004: 
1014)

Samuels argues that as the party grew and won power at the municipal and state levels, it 
confronted new demands for pragmatic approaches to problem solving.  Lula was the key 
strategist behind this approach towards winning state power. In an interesting feature of 
internal party democracy, the PT was organised into six groupings (or ‘factions’ if directly 
translated from the Portuguese) representing a broad continuum of left thinking within the 
party. Table 7.3 highlights the gradual growth of Lula’s pragmatic centre-left lobby group 
(called ‘Articulation’), which openly campaigned for influence within the party, and although 
it had little influence in 1993, it became the largest tendency within the Party by 2001:

TABLE 7.3: DISTRIBUTION OF SUPPORT BY ‘FACTION’ WITHIN THE PT 
Year % support to 

left factions
% support to 
centre factions

% support to 
Lula’s 
Articulation

% support  to 
right factions

1993 55.6 3.5 29.3 11.6
1995 46.2 5.9 40.3 7.6
1997 37.8 11.1 39.3 11.8
1999 32.8 12.7 46.5 8.0
2001 32.5 13.0 51.6 -

Source: Samuels, 2004: 1012
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In the Presidential election of 2002, Lula won with 61.3 percent of voter support. The 
process of moderation within the party, and the on-going pressures to maintain sound 
macro-economic policies to contain inflation and public sector debt, forced Lula to support 
Cardoso’s neo-liberal stance in his 2002 campaign. In fact, in the weeks prior to the 
election, and because of the volatility of the markets fearing a PT victory, Lula was forced 
to agree to an IMF-imposed condition for external borrowing that inflation targeting policies 
and budget surpluses would continue and be met by the PT party if its ascended to power 
(Amann and Baer, 2006: 219).

Lula and the PT contested the elections in 2006 and won again, although with less political 
support for the party than was achieved in 2002. In fact, the party lost 2.1 million voters 
between 2002 and 2006. In 2006, it obtained 83 seats in the Chamber of deputies - 8 less 
than in 2002. Similar losses occurred in the Federal Senate and with the Governorship 
elections. The PT won only 3 of the 26 Governorships. Even though Lula won a resounding 
60.8 percent of voter support for a second term as President, the PT party was forced 
again to negotiate a broad coalition of interests to hold onto power for another four years 
until 2010. Table 7.4 provides the voting results of the 2006 elections for the ten largest 
parties. Within this highly fragmented political environment, no party received more than 15 
percent of support, making it very difficult for a single party to rule.

Table 7.4: Distribution of voter support and seats in Chamber of Deputies and 
Federal Senate, 2006 elections

Chamber of Deputies Federal Senate
Parties 

% of 
votes

No of 
seats 

% of 
votes

No of 
seats

Workers' Party (PT) 15 83 19.2 11
Brazilian Democratic Movement Party
(PDMB) 14.6 89 12 15
Brazilian Social Democracy Party
(PSDB) 13.6 65 12.5 15
Liberal Front Party 10.9 65 25.7 18
Progressive Party 7.1 42 5 1
Brazilian Socialist Party 6.2 27 2.5 3
Democratic Labour Party 5.2 24 6 5
Brazilian Labour Party 4.7 22 3.2 4
Liberal Party 4.4 23 0.8 3
Socialist People's Party 3.9 21 1.5 1

Source: http://en.wikipedia.org: Politics of Brazil

LULA’S SOCIAL POLICIES

The next section will examine Lula’s social policies as articulated in the election campaigns 
of 2002 and 2006, and as implemented by government since 2002. One of the main 
achievements has been the deployment of the largest welfare programme in the world (Lei, 
2013: 54) The discussion examines two major components of this welfare reform:
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1. The ‘Brazil for All’ programme 
2. The ‘Bolsa Familia’ programme and its key component parts. 

The ‘Brazil for All’ programme

The ‘Brazil for All’ multi-year strategy (2003-2007) was submitted by the new Federal 
Government to the Senate for approval in 2003 as government’s primary development 
strategy for the four-year period of Lula’s first term. The plan assumed that efforts would be 
maintained to ensure a fiscal and external balance, in order to gradually achieve greater 
stability and higher growth (IADB, 2004: ii). The strategy revolved around three overarching 
objectives: 

1. Social inclusion and a reduction in inequality
2. Environmentally sustainable growth with the generation of employment and income 

and a reduction in regional inequalities
3. Promotion and expansion of citizen empowerment and strengthening of democracy. 

The Federal government allocated a total US$150 billion in federal funding to achieve these 
goals. The ‘Brazil for All’ plan assigned a high priority to social issues while recognizing the 
limited resources at the federal government’s disposal. At its heart was the recognition that 
the ‘foundation of promoting a strategy of development with social equity must be 
macroeconomic stability’ (IADB, 2004: 14). The plan assumed that GDP would grow during 
the 2004-2007 period in increments until it reached an annual rate of 5% for 2007, led by 
investment and exports. The plan assumed that inflation would gradually decline to an 
annual rate of 4% in 2007. The document called for an increase in trade liberalization, with 
positive but declining trade balances and moderate deficits in the current account of the 
balance of payments. It assumed that the primary surpluses in the public sector would be 
compatible with a reduction in the consolidated public sector short-term debt below 50% of 
GDP in 2007. Furthermore, it called for a gradual increase in social spending and in 
infrastructure spending by the government, in both absolute terms and as a percentage of 
GDP (IADB, 2004: 14). Many of these macro-economic goals were met by the Lula 
administration by 2007. For example, a small but healthy trade surplus has been achieved -
an accomplishment attained largely because of increased commodity exports and 
disciplined government consumption. 

‘Bolsa Familia’

A very innovative programme called the ‘Bolsa Escola’ programme was introduced by one 
of the first PT governors in the state of Brasília, Cristovam Baurque, in the mid-1990s. By 
1998, 50,000 children from 25,000 families were receiving financial support through the 
scheme. In the same period, the truancy level fell from 10 percent to 0.5 percent. So 
successful was the Bolsa Escola that it was quickly taken up by other Workers' Party 
administrations around the country. The idea soon became synonymous with the PT and 
was included in various best practice guides for activists and would-be mayors and 
governors. Because of its success, the scheme was introduced across the whole country 
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by the Cardoso administration in 2001 and then expanded by the Lula administration after 
2002 (Buarque, 2004: 28).

The ‘Bolsa Escola’ program is essentially an income transfer program. It was created to 
meet three basic goals: give support to poor families; ensure that children went to school; 
and to help eradicate child labour. Only families with a monthly per capita income below 
$US45 could benefit from the program. The grant was conditional on all children between 
the ages of 6 and 15 remaining in school. Poor mothers were also employed as monitors in 
order to ensure school attendance by their children.

Launched in October 2003, the ‘Bolsa Familia’ program unified the Federal Government’s 
various income transfer programs - the food allowance, school bursary, food card and gas 
allowance – into one integrated social grant. The aim of the reform was to reduce the 
squandering and misuse of public resources. As a result, the average benefit per family 
increased threefold. The reform required that all three levels of government – federal, state 
and municipal – joined efforts to coordinate the allocation of the income transfer. Its 
widespread impact accounts in large part for Lula's popularity in the 2006 elections in the 
North and North East.

The number of beneficiaries of the Bolsa Familia scheme is massive as is reflected in the 
data in Table 7.5 - 13 million recipients of grants. However, Lei argues that the full number 
of family members benefiting from the Bolsa Familia grant is an astounding 52 million 
people – or 26% of the Brazilian population (2013: 70). 

Table 7.5: Bolsa Familia: beneficiaries, annual expenditure (Reals) and average value 
to households (Reals) 

Years Number of 
households

Annual 
expenditure

Average value 
per household

2004 6 571 839 5 621 199 080 66.93
2005 8 700 445 6 386 260 128 59.50
2006 10 965 810 7 638 053 493 56.17
2007 11 043 076 8 755 556 795 65.66
2008 10 557 996 10 522 086 121 71.18
2009 12 370 915 11 844 280 000 73.96
2010 12 778 220 13 457 000 002 72.57

Source: Lei, 2013: 69

Although the Brazilian government received a US$500 million dollars from the World Bank 
and US$1 billion dollars from the Inter-American Development Bank for the welfare 
scheme, the Brazilian state has footed most of the US$34 billion that Bolsa Familia has 
cost to date. In the decade since Lula came to power, the Brazilian state was able to 
finance this welfare expenditure through increased tax revenues generated from the 
commodities export boom (Lei, 2013: 69). The political impact of Bolsa Familia has been 
huge:

This is not only because it has helped, however modestly, to reduce poverty and stimulate demand in 
the worst afflicted regions of the country. No less important has been the symbolic message it 
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delivers: that the state cares for the lot of every Brazilian, no matter how wretched or downtrodden, as 
citizens with social rights in their country (Anderson, 2011: 9).

Another remarkable feature of the Bolsa Familia programme has been its effective 
implementation. Bolsa Familia was a highly decentralized operation – implemented through 
local municipalities. This is a direct result of PT's embeddedness and experience with 
grassroots social movements and worker unions since the early 1990s. This decentralized 
governance style allowed the state (through its Ministry of Social Development) to avoid 
corruption and political resistance which often took place at the state and federal level. 
These decentralised measures allowed Bolsa Familia to ‘provide cash transfers to the poor 
without subjecting them to the manipulation of local political patrons’ (Lei, 2013: 81). 

Increased minimum wages and household consumption

Another of Lula’s social policy successes has been the raising of the minimum wage in a 
sequence of steps. In 2005, the rise was double that of the previous year in real terms. In
the election year of 2006, the rise was still greater. By 2010, the cumulative increase in the 
rate was 50 per cent. At about $300 a month, it benefited about 18 million people in formal 
employment. Informal sector workers are not covered by the official rate but make up the 
majority of the Brazilian workforce. They were able to use the minimum wage increases to 
benchmark their own wages in the informal sector to bargain for improvements in pay. 
Together with the Bolsa Familia and easier access to bank loans (for those who had never
before had bank accounts), all of these factors set off a sustained rise in popular 
consumption and an expansion of the domestic market which finally created more jobs. 
According to Anderson, faster economic growth and broader social transfers have achieved 
the greatest reduction in poverty ever experienced in Brazilian history. By some estimates, 
the number of the poor dropped from around 50 to 30 million in the space of six years, and 
the number of the destitute by 50 per cent (Anderson, 2011: 10-11).

Reform of social security

The final area of social policy reform introduced by the Lula government in December 2003 
was the reform of social security. A Bill was passed by both Brazil’s Senate and the 
Chamber of Deputies. The reform increased the minimum retirement age for all civil 
servants. It introduced a range of measures aimed at controlling the spiralling social 
security costs of the largely civil servant beneficiaries of these schemes. Over the longer 
term, these reforms are expected to deliver substantial savings, perhaps as much as R$50 
billion over a 20 year period, thereby freeing up resources for alternative social 
expenditures (Amann and Baer, 2006: 231).

INDUSTRIAL POLICY

One of the political costs of making macro-economic policy the ‘Number One’ priority is that 
it renders all other economic and social policies secondary and subordinate to the dictates 
of austerity measures (Amann and Baer, 2006: 223; Mollo and Saad-Filho, 2006: 101). It 
disallows substantive social spending and is a major dampener on economic growth. The 
low priority accorded industrial policy in post-1994 Brazil must be seen in this light. Mollo 
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and Saad-Filho are critical of the Lula administration for accepting the alleged 
incompatibility of industrial policies with those focussed on macro-economic stability. 
Supporters of the administration argue that there is no other alternative. The slightest hint 
of an economic policy change would trigger catastrophic capital flight; the Real would 
collapse, and the Brazilian economy would crash just like Argentina’s did in 2001–2 (Mollo 
and Saad-Filho, 2006: 101). However, Mollo and Saad-Filho counter this neo-liberal logic. 
They argue that the political economy literature on industrial policy has convincingly shown 
that, in a large middle-income country, growth depends critically on the ‘capacity of the 
government to foster an economic environment favourable to long-term investment in 
strategically important areas through funding guarantees, indicative planning and 
supporting public investment’. They argue that to increase the level of income and 
employment on a long-term basis, ‘it is essential to introduce a new industrial policy which 
raises the state’s capacity to direct the allocation of resources both intersectorally and 
intertemporally’. This should include the ‘expansion of infrastructure and sectors with high 
employment-generating capacity (such as housing and road building and repair), and 
incentives for those sectors able to generate endogenous technical progress, replace 
imports and consolidate existing industries such as the telecommunications equipment, 
steel and chemicals industries’ (Mollo and Saad-Filho, 2006: 118-9).

The weakness of industrial policy in Brazil has meant that key institutional steering 
mechanisms for growth are absent or underdeveloped, for example, network relationships 
between firms in clusters and university-industry linkages (UILs). Sa (2005: 245) notes that 
UILs, historically, have been weak in Brazil. Boniface (2002: 23) and Schmitz (1998: 1) 
show how the absence of a strong industrial policy has led to the failure of a key sector in 
Brazil – the shoe industry located in the Sinos Valley. Local firms began to develop new 
mechanisms to cooperate with one another, largely because of Chinese competition, and in 
the mid-1990s formulated a broad inter-firm initiative known as the ‘Shoes for Brazil 
Programme’. The program was designed to help coordinate activities across the sector’s 
value chain by bringing together manufacturers, suppliers and association representatives 
to discuss strategies in a participatory forum. Schmitz’s research shows major 
improvements in product quality, speed of response and flexibility as a result of this cluster 
initiative. However, in spite of these advances, the cluster failed largely because of 
inadequate attention being paid to non-production areas of the value chain such as 
marketing, design and brand image. These areas required government assistance and 
support, which was largely absent. Government also failed to mediate at critical moments 
between conflicting business associations and entrepreneurial alliances (Schmitz, 1998: 1).

However, significant industrial development has been pursued and promoted at the 
regional and state level. Boniface argues that this sub-national development has often 
taken place with bitter hostilities and intense competition between states in their 
enticements of new industrial investment in their regions. He argues that certain states 
have become very adept at fulfilling the tasks of decentralised development within a highly 
globalized market economy. The weaknesses of the nation state in playing this role of 
‘developmental state’ is compensated for by sub-national actors (Boniface, 2002: 3-4). 
Boniface maintains that Brazil has a wide range of sub-national strategies. He chooses two 
case studies and portrays them as representing ideal types along a Brazilian continuum 
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which replicates the divides between developed South/South East and poor North/North 
East. He describes Rio Grande do Sul in the South as pursuing a ‘high-road’ industrial 
competitiveness strategy, and the poor North East state of Bahia as quite the opposite –
the ‘low-road’ segment of Brazilian development. The institutional basis of social and 
economic life in Rio Grande do Sul is very different to that of Bahia. It is urban, developed, 
highly unionised and politicised, being the home-turf of the President.  The capital city, 
Porte Alegre, is a PT stronghold with a well managed administrative centre and a high 
quality of life. The state pursued an explicit industrial policy of upgrading infrastructure in 
telecommunications, energy, roads and the seaport. It was suspicious of the generous tax 
incentives given to auto manufacturers, which were often inflated due to intense 
competition between states to lure investors to their provinces. It lost the Ford investment 
to Bahia because of its unwillingness to approve over-generous benefits (Boniface, 2002: 
11-23). In contrast, Rio Grande do Sul has fought to prioritise the development of small and 
medium sized enterprises and job creation. A ‘Regional Development Council’ was set up 
to join the state, municipalities, business and the unions in joint developmental initiatives. 
According to Boniface, the goals of the state have been to ‘link industrial policies to the 
goals of decentralisation, accountability, social justice and the redistribution emphases of 
the PT in their administration of Porte Alegre’. It is a high-road strategy in the political sense 
because it enhances citizen’s participation in the policy-making process and emphasises 
cooperation and transparency in its deliberations (Boniface, 2002: 6, 20, 21).

The north-eastern state of Bahia is quite the opposite – representing Boniface’s ‘low-road’ 
strategy of industrialisation. A former military leader became governor and focussed on 
developing the petroleum industry and in luring the Ford corporation to invest in the state. 
The state has a history of patronage and clientelism forged between the military, right-wing 
parties and the oil industries (Boniface, 2002: 27). Boniface argues that securing the Ford 
plant has been a strategy benefiting the elites in the state, with little to offer the poor, 
generating only 800 jobs within a highly capital-intensive plant. Bahia represents a ‘top-
down, bureaucratic approach to industrial competitiveness characterised by low social 
mobilisation and weak programmatic parties’ (Boniface, 2002: 30).

Sector Funds

The sector funds were started by the Cardoso administration in 1999 to channel industry-
generated revenues into R&D. It is one of several such programmes, but the scale of 
grants are by far the largest. It consists of twelve sectoral focus areas – petroleum and 
natural gas; biotechnology; mineral resources; energy; hydro resources; agribusiness; 
health; transportation; telecommunications; space; aeronautics and information technology 
(Sa, 2005: 251-2). 

Each focus area has its own research objectives, ranging from fundamental investigation to 
commercial innovation. There is also a ‘University-Industry Collaborations’ Fund and the 
Infrastructure Fund. Businesses can only access funding if they collaborate with a non-
profit research institution. Sector Funds are based on the premise that sectoral investment 
will answer industry’s need for innovation-oriented research; and that this investment 
should be decentralized in order to develop R&D competencies in less developed regions. 
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Thirty per cent of funds are to go to proposals from Brazil’s depressed northern and north-
eastern regions, which have traditionally relied on federal assistance to create and maintain 
research institutions (Sa, 2005: 252).

The results of the sector fund investments so far have been disappointing. In the first 
instance, actual expenditures of fund allocations have been low. In 2002, real expenditures 
were around one-third of the allocated amount. In 2003, nearly half of the annual budget 
was not spent, and a somewhat similar picture was experienced in 2004 (Sa, 2005: 255). 
Another problem has been criticism that the projects supported are too university-based 
and too distant from the productive sector (Sa, 2005: 258).Sa concludes his review of the 
Sector Funds by arguing that ‘R&D is not yet a government or federal university priority’. 
They have provided a ‘patchwork of solutions, linking disconnected parts but not solving 
fundamental problems in the relationship between universities and industry’ (Sa, 2002: 
261).  

Criticism of industrial policy

In a more recent paper, Almeida and Schneider are critical of Brazil’s recent attempt at 
improving industrial policies. They argue that the main policy tool has been subsidized 
credit to firms that were already competitive in commodity sectors.  Industrial policy in 
Brazil has promoted big business and focused on helping them specialize rather than 
diversify into new sectors (Almeida and Schneider, 2012: 3). Almeida and Schneider argue 
that the Lula government and big business in Brazil are well articulated through a variety of 
channels including strong industrial associations, personal connections to top government 
ministers (some of whom came from industry), and contributions to campaign finance:

Partial evidence suggests that business influence helped steer industrial policy towards helping 
existing firms and steer it away from imposing monitoring and performance standards. Big business 
overall found less to complain about as the government vastly increased its spending on industry.
(Almeida and Schneider, 2012: 4)

Industrial policy under Lula has shifted from a strong focus on technology- and knowledge-
intensive forms of production (in Lula’s first administration) to a broader framework (in his 
second term). In the early years of Lula’s first term, an ambitious programme on industrial 
and innovation policy was adopted, including a focus on technological development, 
industrial modernization, the promotion of strategic sectors such as the software, 
semiconductor, capital goods, pharmaceuticals, and finally, on  future-leading activities 
such as biotechnology, nanotechnology, and renewable energy. The Innovation Law of 
2004 was put in place to promote these objectives. However, in another part of the state, 
Lula appointed a conservative Neo-Liberal team to lead the Finance Department –
conservative US trained economists – to placate financial markets regarding the debt crisis.
This economic team was not sympathetic to industrial policies in general which helps 
explain why the first industrial policy framework of the Lula government failed to make any 
headway. 
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Furthermore, private firms did not increase the percentage of total revenue spent on R&D. 
Expenditure on R&D as a percentage of GDP rose only slightly from 0.57 in 2003-2005 to 
0.62 percent in 2006-2008 (Almeida and Schneider, 2012: 9-11). 

In 2008, in Lula’s second term, his government adopted the Productive Development Policy 
(PDP) which had a wider sectoral focus. This strategy acquired greater support from 
development economists across several government departments. The idea that 
development requires a strong industrial sector, the formation of domestic multinationals, 
and a more active role of state banks in promoting industrial development took hold. The 
PDP was a more comprehensive and ambitious industrial policy targeting many sectors. 
The major goals of the PDP included increasing:

 the investment rate from 17.6 percent of GDP in 2007 to 21 percent by 2010;
 private spending on R&D from 0.51 percent of GDP in 2005 to 0.65 percent in 2010;
 ‘Brazil’s share in world exports from 1.18 percent in 2007 to1.25 percent in 2010, 

and
 the number of micro and small enterprises (MSEs) that export by 10 percent

(Almeida and Schneider, 2012: 13).

Some aspects of these targets were met, but this had much more to do with the favourable 
conditions in the commodities export sector than growth in manufacturing exports or the 
success of industrial policy. In a more recent fine-tuning of the industrial policy framework, 
Lula’s successor, Rousseff, introduced the Greater Brazil Plan in June 2011 – an adaption 
of policy to the adverse impact of the global recession. Between 2002 and 2011, the share 
of commodities increased from 28 percent to 48 percent of total exports while the share of 
manufactured goods declined from 55 percent to 37 percent (Almeida and Schneider, 
2012: 15). As a response to this, the Greater Brazil Plan relies more on trade protection, 
increasing the import tax on cars and textiles: 

Instead of emphasizing the effort to promote more spending on R&D and innovation, the words most 
heard in the release of the Great Brazil Plan during the speech of the Minister of Finance were "unfair 
competition", "crisis in the world market," "predatory competition," "currency war," and that "the 
Brazilian industry should reap the benefits of a booming domestic markets instead of outside 
adventurers" (Almeida and Schneider, 2012: 17).

Overall, the attempts at industrial policy since 2002 have not succeeded in changing the 
structure and sectoral composition of the Brazilian economy – away from commodities 
towards a more diversified manufacturing base and more technology-intensive sectors. 
MNCs – both foreign and local – still dominate Brazil’s resource-based commodity sectors 
(mining and agriculture). MNCs have done well over the past decade. Official policy to 
create large multi-national Brazilian companies has succeeded to a certain extent in 
sectors such as ‘meat and animal protein’, ‘telecommunications’ and ‘ship-building’ 
(Almeida and Schneider, 2012: 25-26). However, Almeida and Schneider argue that these 
policies have benefited only the elites. Cosy relations between the Brazilian state and local 
MNCs makes industrial policy highly vulnerable to ‘cronyism’ and have not helped Brazil 
diversify its manufacturing and exports base (Almeida and Schneider, 2012: 30-31).
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SCIENCE AND TECHNOLOGY POLICY

At the heart of Brazil’s current economic problems has been its failure, over the past three 
decades, to improve its educational foundations and its slow response to the need for 
technological upgrading. The latter problem relates also to its failure to adequately gain 
access to and exploit foreign knowledge through linkages with MNCs investing in Brazil. 
This is reflected in Brazil’s low levels of capital goods imports and technological licensing 
relative to other middle income countries. Low levels of technology transfer from MNCs 
also restrict the spillover benefits that accrue to local firms along the value chain 
(Rodriguez et al, 2008: 133-136).

Rodriguez et al, authors of a World Bank study of innovation in Brazil, maintain that Brazil 
is underperforming in education at almost every level, from preschool to post-doctoral 
research training. In their view, Brazil’s education systems ‘are failing to create an 
innovation-ready workforce’ (2008: 99). A significant indicator of this is the low enrolment 
levels in science, engineering and technology at tertiary levels (See Figure 7.1). 
Accentuating this problem is the absence of pre-degree technician level training. Most 
public tertiary institutions in Brazil are degree-offering universities, not polytechnics with an 
applied technical focus (2008: 209). 

Brazil’s proportion of post-graduate students is also low relative to other Latin American 
countries, as is evident in Figure 7.2. R&D activity in Brazil is very low. For example, the 
number of patents registered in 2004 was 106. Ireland had 150 patents registered, Finland 
just under 900, Korea at about 4500 and the USA had 87000 patents in 2003 (IADB, 2006: 
41). The output of scientific publications was 4.1 articles per 100,000 inhabitants in 2001. 
Brazil was outperformed by Argentina (8.1), Chile (8.1), Korea (25), Ireland (45) the USA 
(70) and Finland (95) amongst others [IADB, 2006: 43]. The entire R&D system is very 
public-sector oriented, with most researchers employed by the universities. Seventy 
percent of new PhDs were hired by universities in the 1990s. Contrary to the trend in other 
countries, the proportion of PhDs working in firms has actually decreased in recent years
(Rodriguez et al, 2008: 211). Research which is done in the university sector is 
concentrated in only a few of the top universities. Three universities in São Paulo account 
for roughly half of Brazil’s total scientific production. The majority of institutions conduct little 
if any research (2008: 211). In general, research done in Brazilian universities tends to be 
theoretical in nature with little applied work undertaken, partly because the research system 
has incentives which reward the publication of articles in scientific journals and which do 
not encourage links with industry. 

Although there are a limited number of success stories with regard to university-industry 
linkages (UILs) – primarily located in petroleum, aerospace, pharmaceuticals, agriculture, 
energy and telecommunications – these collaborative initiatives are still a rare phenomenon 
in Brazil (Sa, 2005: 248-9). Sa suggests that ‘block-grant funding, civil-service terms of
employment, and state control of finances have inhibited a more active involvement with 
industry’ (Sa, 2005: 250). Private sector funding for research activity at universities is rare. 
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Figure 7.1: Proportion of students enrolled in SET in Selected Latin American higher 
education systems

Source: Rodriguez et al, 2008: 208

Figure 7.2: Proportion of post-graduate students in Selected Latin American higher 
education systems

Source: Rodriguez et al, 2008: 210
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Sa concludes that: 

… a clear gap still exists between economic and R&D policy. R&D seems peripheral rather than 
central to government policy. Under these conditions, increases in private R&D seem unlikely. (Sa, 
2005: 261).  

In short, there appears to be a severe ‘disconnect’ between, on the one hand, a research 
system that is overly theoretical and public in orientation, and on the other, low levels of 
R&D expenditure in industry, which taken together, have handicapped the Brazilian 
economy’s ability to upgrade its technological capabilities and improve global 
competitiveness (JBIC, 2005: 29).  

Not a single Brazilian university can be found among the top 100 universities in the different 
international rankings. These rankings may be questionable for a number of reasons, but there is no 
doubt that the absence of any Brazilian universities in the top hundred is indicative, at least in part, of 
the provincial nature of Brazilian higher and graduate education. Brazil’s universities admit few 
foreign students and find it difficult to hire foreign professors, and this hinders the attraction of 
talented human capital (Schwartzman, 2011: 26).

SCHOOL EDUCATION 

The provision of basic schooling in Brazil has been highly iniquitous. The roots of this 
problem lie with Portuguese colonialism, which paid scant attention to public education. It
was only in the 1930s, with the creation of the Ministry of Education that a consistent 
educational policy began to take shape. However, this education was available to only a 
few – largely the children of the urban elites. In 1930, only two in every ten children 
attended schools. Most of these only went as far as the 5th grade of elementary school
(JBIC, 2005: 5). With this colonial legacy as background, it comes as no surprise that Brazil 
faced several daunting problems in its schooling system in the early 1990s, including: 

 12.5% of children were out of school
 17% of the population age 15 or over were illiterate
 25% of children in the North East were not in school
 25% of poor children were not in school
 20% of black children were not in school
 High rates of repetition and dropout
 Poorly trained teachers and the absence of adequate teaching materials (JBIC, 

2005: 5)

Today, the size and shape of the Brazilian schooling system is daunting: there are some 45
million students in the first eight grades of primary schooling and a further 9 million in 
secondary schooling – a total of 54 million children in schools in 2007. There are more than 
1.5 million teachers, 34 percent of whom lack university education (Rodriguez et al, 2008: 
172). 

Assumpcao-Rodrigues argues that the academically-oriented school education system in 
Brazil has a strongly elitist history, designed mostly to fulfill the expectations of upper-class 
youth, to train personnel for the governmental bureaucracy or to train doctors, engineers, 
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and lawyers to serve the upper class. Schwartzman concurs, and argues that the practice 
of requiring all Brazilian students to follow the same academic curriculum condemns the 
majority to failure with few alternative (for example, vocational) routes to traverse. The 
onerous Brazilian National Secondary School Examination at the end of Grade 12 
reinforces these problems of academicism and provides a major barrier against 
differentiation in Brazil’s post-secondary education system (Assumpcao-Rodrigues, 2013: 
8; Schwartzman, 2010: 16).

Brazil’s schools have a large compulsory academic curriculum which stifles vocational 
education options, which can only be taught in addition to, or after the more traditional 
secondary education. The regular secondary school curriculum requires students to take 
about fourteen different subjects. Students who want to obtain vocational training need to 
meet all these requirements and then, in addition, take courses of a more technical 
character.

As a consequence of this history only 26 percent of the Brazilian population between fifteen 
and sixty-four years of age have a full grasp of reading and writing a short statement or a 
simple note with understanding. Two-thirds of the Brazilian population - around 120 million 
people - were functionally illiterate in 2009. In addition, two-thirds of Brazilian fifteen-year-
olds were unable to understand more than basic arithmetic, and only about one child in a 
hundred was ranked as a high performer in reading, mathematics, and science—in contrast 
to an average 9 percent of students in OECD countries (Assumpcao-Rodrigues, 2013: 25-
26). Table 7.6 provides some of the basic indicators which describe the key features of the 
Brazilian school system:

Table 7.6: Coverage, access and efficiency in the Brazil schooling system, 1990-
2003, percentages
Indicator 1990 1999 2001 2003
Pre-primary net enrolment - 44 50 53
Primary net enrolment 86 91 94 93
Secondary net enrolment 15 66 71 76
Over-age enrolment - 56 48 38
Repetition rate: Grade 1 - 31 29 -
Repetition rate: Grade 4 - 14 13 -
Repetition rate: Secondary - 18 18 19
Survival to last grade of primary - 80 84 -
Transition from lower to secondary - 84 84 -

Source: Rodriguez et al, 2008: 173.

Table 7.6 highlights the remarkable improvement in the number of students attending 
secondary schooling in the 13 years covered by the data. It improved from only 15 percent 
coverage in 1990 to 76 percent of learners in 2003. This is a very positive indication of the 
success of the ‘Bolsa Familia’ income grant program run by both the Cardoso and Lula 
administrations. 

However, whilst quantitative dimensions may appear to have improved, there are several 
qualitative indicators that are cause for concern. Brazil has little in the way of a public ECD 
system, the absence of which results in poor levels of school readiness with high levels of 
repetition in Grade 1: 28 percent of the cohort in recent years (Rodriguez et al, 2008: 111). 
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In Grade 2 and Grade 3, the repetition rates reduced slightly to 19 and 15 percent 
respectively. (2008: 183). Overall, repetition rates are a major problem, especially in 
secondary schooling where the figure remains just below 20 percent of the cohort (see 
Table 7.6 above). 

Another problem related to repetition rates in secondary schooling is the high number of 
over-age students in the system. Most youngsters between ages 15 and 17 are still not in 
secondary education. Schwartzman calculates that about 7 million students in basic education
are older than the reference group, and should not be there (giving a gross enrolment rate of 
121%). One consequence of this is that there is at least a 21% waste in the expenditures for 
basic education, which could be used to make the system work more efficiently (Schwartzman, 
2003: 25). In secondary education, about half the students are 18 years or older, and should 
have already graduated. In higher education, with participation rates at only 9% of the age 
cohort, about half of the students are age 25 or older. Schwartzman views these enrolment 
distortions as outcomes of a poor quality system. 

An important indicator of quality in schooling is the national and international assessments 
of proficiency in mathematics and reading literacy. Brazil participates in the OECD PISA 
assessment. The study provides dramatic evidence of the work that remains to be done in
Brazil to improve quality. Brazil’s eighth-grade students scored at the bottom of the 
distribution in mathematics. In terms of proficiency, the results showed that more than half 
of Brazilian students fell below even Level 1 on a six-level ascending scale (1–6). These 
are extremely low proficiency attainments (Rodriguez et al, 2008: 182).

Education funding inequities

The funding of education historically has been the major cause of inequalities in the 
provision of education across class, race and region. Different systems of funding across 
federal, state and municipal boundaries perpetuated these inequalities of provision. 
Depending on a school’s location and the wealth of the neighbouring region, each of these 
sources of income were highly differentiated leading to a highly iniquitous system of 
schooling:

Historical characteristics have led to an unequal distribution of students between the state and 
municipal educational system. The states have always been able to invest more than the 
municipalities, especially in the poorer regions. However, it was in these poorer states – especially in 
the Northeast – that the municipalities had to deal with the majority of the students in basic education, 
since the financial contribution of the state government was negligible. In the wealthier regions, the 
opposite occurred, with the presence of the state government predominating. (JBIC, 2005: 10)

Funding in higher education is highly regressive in nature. A large slice of the education 
budget goes towards the funding of a small elite of middle and upper class beneficiaries. 
This allocation reduces the amount of resources available for the other levels of education 
which serve the poor (JBIC, 2005: 7). 
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Recent reforms of the schooling system

The Cardoso and Lula administrations have introduced important reforms in school 
education since the mid-1990s. A major gain has been the increase in secondary 
enrolments discussed earlier. The 1996 National Education Law demarcated the roles of 
federal, state, and municipal governments more clearly. In particular, the FUNDEF (Fund 
for the Development of Basic education) and FUNDEB (Fund for the Development of 
secondary education) requires state and municipal governments to devote a certain 
percentage of revenues to basic education. The funds are then distributed based on 
enrolments, which has helped expand access and coverage in both basic and more 
importantly, secondary education in Brazil. These programmes, along with other projects 
focusing on teacher training, aim to reduce educational inequalities within and between 
municipalities. There is strong evidence that these measures have resulted in higher 
retention rates and increased efficiency (Rodriguez et al, 2008: 171-6). At primary level, 
enrolment increased by 10% from precisely the poorest sections of the community, raising 
the attendance rate to 97% of the total in the age range. At secondary level, enrolments 
increased to 88% in the same period (JBIC, 2005: 12).

Curriculum reform was also initiated in 1995 which emphasized the development of 
competences and skills in problem-solving and logical thinking, leading to a reduction in 
curriculum content that required memorization to the detriment of reasoning (JBIC, 2005: 
12). Teacher training regulations were also changed, requiring a full four-year degree 
obtained at universities. Given that the existing cadre of teachers was in excess of 4 million 
and with one quarter not having a university degree, this reform implied a massive teacher 
upskilling initiative (JBIC, 2005: 18).

HIGHER EDUCATION

Brazilian higher education has expanded considerably over the past decade with 6.1 million 
students currently enrolled with 330 000 enrolled in graduate studies. Very few of these 
enrolments are in career-oriented or vocational areas – only 412 000 in 2009 – and most 
are enrolled in private HE institutions (Schwartzman, 2010: 23). The Brazilian higher 
education system is a large system – with 83 publicly-funded federal universities and 1652 
private institutions. Because of this impressive growth in the 1990s and 2000s, participation 
rates have approached 20 percent of the 18-24 cohort, which although an improvement on 
rates a decade earlier, is still lower than the rates attained in many other countries, for 
example: Finland (86%), Ireland (55%), Paraguay (29%) and Mexico (25%) (IADB: 2006: 
10). 

Enrolments in higher education in Brazil are highly skewed by socio-economic status, race 
and region. Most universities are located in the economically developed South and South 
East, which have a higher percentage of wealthier (and white) citizens. It is unsurprising 
therefore that 41 percent of students in public higher education come from the wealthiest 
10 percent, and only 5 percent from the poorest 20 percent (Hasler et al, 2006: 106; 
Schwartzman, 2004: 175). Many public higher education students come from an elite 
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private schooling background where the quality of education is far higher than in the public 
system.

The Lula government has tried to open access to higher education, mainly through quota 
systems, whether via Prouni (the purchase of spaces in the private sector via tax 
exemptions) or via Reuni (a financial incentive for federal universities to open up more 
spaces) or via the outright creation of new public (federal) universities. Most of the growth 
has been in private higher education. Overall, enrollment in higher education has increased 
by 46% between 2002 and 2008, with a 57% increase in private institutions and a 21% 
increase in public institutions. This means that 75% of higher education students are in 
private institutions:

These numbers make it clear that the main reason for the growth in higher education was the 
response of the private sector to the growing demand, rather than government social inclusion 
policies (Schwartzman, 2010: 24).

Staffing within public higher education has a number of problems as well. The first is that 
university staff are in fact civil servants rather than autonomous employees. The civil 
service status deprives public higher education of independence. This is because of the 
excessively centralised control by the federal government and the restrictive rules 
governing civil service personnel. The high costs of civil service social security is one of the 
main reasons for the high costs of higher education and for the overall inefficiency within 
the system. For example, staff student ratio’s are at the incredibly low level of 11.9 students 
to 1 lecturer and the per capita cost of financing each student is one of the highest in the 
world. Performance pressures have not been part of the higher education system until 
recently, and the number of lecturers with PhDs has been low. In 1995, only 21 percent of 
staff at public institutions had PhDs, while the number at private institutions was a low 7 
percent. These numbers improved to 41% and 12% respectively by 2003 (JBIC, 2005: 27-
28).

Private higher

The Brazilian higher education system is highly contradictory. On the one hand, the public 
system is extremely expensive in terms of cost per student. This phenomenon is 
exacerbated by the fact that public provision is free to students who gain access. 

On the other hand, students who study in private institutions tend to be poorer and older. 
They are obliged to work during the day to pay their private fees, and most have not 
received a quality high school education that would prepare them for the more 
academically rigorous public university system (Schwartzman, 2010: 25). 

The Lula government since 2005 has trebled spending on higher education and the number 
of university students has doubled. Three-quarters of higher education students go to 
private universities that enjoy tax exemption. In exchange for this exemption, the Lula 
government has persuaded private institutions to offer scholarship places to students from 
poor or non-white families who would otherwise never have had a chance of getting beyond 
senior secondary school. Anderson argues that ‘regardless of the poor quality of much of 
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this instruction, the hope of betterment has made the programme, enrolling some 700,000 
students to date, a popular success’ (Anderson, 2011: 11).

The majority of enrolments are in ‘soft’ subjects such as the social sciences. Few of the 
more costly academic programmes such as engineering are offered by private providers. 
Quality is generally very low, with only 12 percent of staff possessing PhDs. However, it is 
the only accessible form of higher education for low-income families in Brazil even though 
they are obliged to pay fees. In contrast, public higher education is free, but entrance 
requirements are more stringent and regional access more difficult.  
In addition to the increases in places described above, government intends expanding 
access through the opening of night courses, an increase in the number of students per 
professor, a reduction of costs per student, making the curriculum more flexible, an 
increase in throughput rates and a reduction in dropout Government also seeks to reduce
regional inequalities through greater provision of higher education in interior regions. 
Government is planning to create four new federal universities and the opening of 47 
additional regional university campuses to achieve all of these goals (Ministry of Education, 
Media statement of 23 August 2013).

The Brazilian postgraduate system is small, and largely public. Between 1996 and 2003, 
the postgraduate system improved significantly. At the master’s level, the number of 
students increased from 43968 to 65099. About 10500 master’s degrees were awarded 
each year during the period 1996-2003. At the PhD level, the number of students rose from 
20464 in 1996 to 37540. In the period 1996-2003 the number of Ph.D.s graduating each 
year increased from about 3000 to 8000 (JBIC, 2005: 39-40).

VET POLICIES AND THE S-SYSTEM

Brazil has a small public VET system. Table 7.7 highlights the low enrolment rates in senior 
secondary VET programmes in Brazilian schools as compared with other countries in the 
world:

Table 7.7: Upper secondary enrolment rates by programme orientation (2009)
1st age of 

differentiation 
in the education 

system

General Vocational Vocational 
combined 
school and 
work-based

OECD average 14 54.1 42.7 12.1
EU average 14 47.6 48.0 13.9
Brazil 17 88.4 11.6 -
Chile 16 66.1 33.9 -
Denmark 16 52.7 47.3 46.5
Germany 10 46.8 53.2 45.3
Korea 14 75.6 24.4 -
Mexico 15 90.6 9.4 -
Norway 16 45.9 54.1 16.6
Switzerland 12 34.5 65.5 60.1
UK 16 69.5 30.5 -
USA 16 100.0 - -
     Source: Assumpcao-Rodrigues, 2013: 16.
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These low enrolments are in part a consequence of the small number of VET institutions. 
Brazil has two types of VET: firstly, it has a small number of technical secondary schools; 
and secondly, it has post-school ‘Tecnólogos’ which offer two-year post secondary 
diplomas (Castro, 2000: 9). The technical schools still follow Brazil’s arduous academic 
curriculum with technical subjects added as extra-curricular workload. Castro maintains that 
these schools are caught in a ‘catch 22’ situation. The better they became, the larger their
share of graduates that enter federal universities instead of entering the intermediate-level 
technical occupational labour market. They are expensive schools to run, and to produce 
largely academic outcomes appear to be a huge waste of resources (2000: 10). 
Schwartzman concurs, calling this ‘secondary school academic drift’ (Castro, 2010: 22). 
Most ‘tecnólogos’ have excellent campuses and first class equipment. Their qualifications 
are well regarded. However, because of the ‘academic drift’ described above, these 
institutions display a certain aloofness towards the world of work: 

Increasingly, the virus of academicism infects these schools. There is a strong pressure to hire 
masters and doctorates as faculty, while practical experience counts little in evaluations. In the past 
two years, new legislation requires that principals of technical and “tecnólogo” schools have PhDs, a 
totally absurd rule, since that almost ensures that the incumbent has no practical experience and, 
therefore, does not know about the occupations being taught….These schools want to become 
universities, with all the prestige that goes with it. (Castro, 2000: 13)

The 38 Technical Institutes or ‘Tecnólogos’ established in each province are the oldest VET 
institutions in Brazil – having their origins as trade schools and technical centres some of 
which were first established in 1909. Each of these federal institutes have 1-5 units located 
in Brazilian municipalities, comprising a total of 140 sites nationally. Known by their 
Portuguese acronym – CEFET – these institutions were established to offer technical and 
professional education to high school-age students. As federal entities, the CEFET’s 
received substantially more financial and human resources than state and municipal 
schools. As indicated earlier, admission to them eventually became based on selection 
exams and they became a path to prestigious universities for well qualified students 
seeking technical careers. With this shift, they failed to fulfill their initial function, which was 
to educate high school-age students in intermediate-level vocational skills and thus prepare 
them for the labour market (Schwartzman, 2010: 22).

Cardoso’s government sought to reverse this situation in the 1990s, separating the 
technical and academic aspects of the CEFET’s so that students could choose between 
them. The technical curriculum was aimed at intermediate technician–level training and 
immediate insertion into the labour market. However, this separation was undone by the 
Lula government which re-launched these institutions in 2008 to create 38 Federal 
Institutes of Professional, Scientific, and Technological Education. They will offer an 
integrated high school curriculum as well as two-year diplomas in higher education. 
Enrolments in these institutions has not been high. Of 5.1 million students enrolled in higher 
education in 2008, only 412 000 were taking technological courses. Of those, only 40,000
students came from the federal Technological Institutes - 84% were enrolled in private 
institutions (Schwartzman, 2010: 22).. 
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THE S-SYSTEM

The first institution of the S-system was established in 1942 when President Vargas signed 
the Industrial Training Law. According to Assumpcao-Rodrigues, Vargas made an 
important concession to Brazil’s industrialists: he ceded a strongly employer-owned VET 
system in exchange for employers’ acquiescence to his strongly dictatorial rule. This 
important political concession led to a highly decentralized system which contrasted 
strongly with Vargas’s dictatorial centralism. The private sector was now responsible for 
providing vocational education and training for the Brazilian workforce outside of the public 
education system. This unique autonomy and independence from the state has lasted right 
up to the present period. Because of this genesis, the S-system has been defined by 
employer need for over seventy years. Unions do not participate in its management nor do 
they have a say in the annual distribution of its 15 billion levy fund (Assumpcao-Rodrigues, 
2013: 13, 18). 

Part of the 2.5% levy grant (the “Fundo de Amparo ao Trabalhador” or FAT) - is used by the 
National Development Bank to finance its operations; part is used for the payment of 
unemployment benefits; and part for the financing of the ‘S’ system. FAT is administered by the 
Ministry of Labour and governed by a council (CODEFAT) which includes the participation of 
the business sector, with decisions taken by consensus. The existence of this source of 
income since the 1940s has provide these institutions with significant autonomy and 
independence from central government. As Castro indicates: 

There have been attempts of MEC to kidnap its substantial budgets. Since its creation, in 1942, it has 
resisted all these assaults, counting also with substantial help from business associations. (Castro, 
2000: 4)   

Brazil’s S-system is now one of the largest of its kind in Latin America. These institutes 
offer advanced skills training and other services for workers. There are three groupings 
who benefit from the services of the S-system:

1. A small group of youth up to the age of 18 who are concentrated primarily in 
apprenticeship and training; 

2. A large group of youth between the ages of 18 and 30 who are unemployed, working 
in the informal sector, or seeking to improve their technical skills; 

3. An equally large contingent of workers between the ages of 20 and 40 who are 
directly sponsored by their employers to receive training (Rodriguez et al, 2008: 
201).

SENAI, the National Service for Industrial Apprenticeship, was the first agency to be 
established in 1942. The objective of SENAI was to train and qualify personnel for industrial 
sector jobs. It grew to have branches in 26 states. A central SENAI was created, with the 
task of coordinating the state branches, but with only a moderate power to impose common 
policies. All in all, it is a very decentralized system (Castro, 2000: 2). 

In the 1980s, SENAI modernised, acquiring the latest technology, and setting up teaching 
centres for R&D. With the help of international donor assistance, this modernisation was 
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very successful, and SENAI entered the 1990s ready to advise Brazilian industry in 
production technology, product design and business management  (Rodriguez et al, 2008: 
202).

The SENAI network now comprises 765 operational units. There are 230 vocational
education centres, 38 technology centres, 369 mobile units and 128 training centres. In 
2003, SENAI received 1 918 363 enrolments, 69% of which were in vocational 
improvement courses (specialization and vocational initiation); 36.6% in initial and 
continuing training (formerly basic); 3% in industrial apprenticeship; 2.4% in technical
courses; and 0.3% in higher education courses in technology (Machado and Cury, 2009: 
643-644). 

Providing more than training 

The S-system provides more services than just training. For example, SENAI plays a 
number of roles. It obviously trains semi-skilled workers, apprentices and technicians who 
work in the manufacturing sector. But in terms of its corporate social responsibility 
programme, it also trained 1 341 963 low-income and at-risk unemployed youth and adults 
in the period 2002-2010 in courses, programs and projects geared to improve employment 
prospects. 

A further role is to provide business support for improving productivity and innovation. 
Indeed, technological innovation is the new challenge of SENAI. The SENAI Innovation 
Program aims to encourage partnerships between its technology centres and industrial 
companies. The Innovation Programme seeks to integrate the significant capacity of its 
professional staff with the research, development and innovation needs of industry. These 
partnerships have led SENAI units to open up new business, with opportunities to 
participate in royalties on the products offered by partner companies on the market. These 
innovations also assist in the continuous technological upgrading of SENAI training centres. 
SENAI has a network of 200 technological laboratories which offer these business support 
services (SENAI, 2010: 20-21). 

SENAI’s Technology Innovation Program stand out because they are planned and developed in 
partnership with industry, which allows SENAI to directly meet their demands and needs, allowing the 
innovative technology to be implemented and transferred to the company simultaneously to its 
development. Thus, SENAI provides industries resources and tools to improve the life quality of 
workers, reduce and optimize production costs and reduce environmental impacts while increasing 
the product portfolio, the number of employees, income and profits, to become more competitive
(SENAI, 2012: 37). 

Other services offered by these agencies include promoting the social well-being of its 
workforce through enhanced education, health, leisure, culture, and social assistance. The 
organization also assists those living on the edges of small, medium, and large towns to 
form partnerships with public service providers, private firms, trade unions, and residents’ 
associations. Social and educational activities include nurseries, early childhood education,
primary education, adult education, preparation for university entrance examinations, 
preventative and supportive medicine, dentistry, libraries, sport, community action, and 
targeted assistance (Rodriguez et al, 2008: 203).
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Other S-system institutions

The S-system was subsequently expanded with the establishment of parallel institutions 
serving the commercial, transportation, agriculture, and worker cooperative sectors. Today 
there are nine such national agencies comprising the S-system offering training in a range 
of sectors. It has more than 5,000 units across the country offering an estimated 2,300 
courses per year with an annual enrolment of roughly 15.4 million students.

SENAC is the training institution which operates in the commercial sector. It has a national 
network of 474 institutions, 59 of them mobile, and it received 1 783 294 enrolments in 
2003. SEBRAE offers training courses to small businesses. These courses are directed 
towards the development of competence in business management. SEBRAE also launches 
various educational projects aimed at the development of an entrepreneurial culture
amongst small businesses. SENAR develops vocational training in rural areas by means of 
non-formal approaches in occupational areas such as agriculture, forestry, aquaculture, 
mining, agro-industry and cattle–raising. The courses are directed exclusively at rural 
workers and their families (Machado and Cury, 2009: 644). 

Additional institutions that belong to the S-system include: the National Transportation 
Apprenticeship Service, (SENAT), created in 1993; the National Cooperative
Apprenticeship Service, (SESCOOP), created in 1998; the Export Promotion Agency 
(APEX Brasil) and the Brazilian Agency for Industrial Development (ABDI). These four 
institutions are interesting because the former two agencies focus specifically on the 
development of artisans, and the latter two agencies provide interesting institutional links to 
economic growth priorities and exports (Assumpcao-Rodrigues, 2013: 4).

The S-system has been widely distributed across Latin America, but more interestingly, 
also to Angola. SENAI’s main objective in Angola is to contribute to the social reintegration 
and reconstruction of the country through training, which began in 2000 with the 
construction of a training centre at a cost of six million dollars. The project was consolidated 
and transferred to the Angolan Government in July 2005. Courses offered at the centre 
include: (i) civil construction, (ii) building and industrial electricity, (iii) industrial sewing, (iv) 
computers, (v) diesel mechanics, (vi) craftwork, (vii) baking, (viii) refrigeration, and (ix) 
metalwork (Assumpcao-Rodrigues, 2013: 5).

Lack of regulation and articulation

The extent of the S-system’s training infrastructure and worker support is impressive and 
the long history of most of these agencies means that current leadership have access to 
‘institutional memory’ to learn from past mistakes and successes. However, Rodriguez et al
note that there are limits to the effectiveness of these training programmes, most 
significantly, that they do not have strong links to formal education, and higher education in 
particular (Rodriguez et al, 2008: 205).
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Even within the tertiary education system, mobility across different institutional types is 
limited. There is no recognition of prior learning or on-the-job learning. Career guidance is 
not well developed. Rodriguez et al argue that ‘this disconnect is hampering cross-
fertilization between academia and business and slowing Brazil’s potential for 
disseminating and commercializing new knowledge’  (Rodriguez et al, 2008: 200).

Castro argues that the greatest flaw in the S-system is that it is not regulated nationally by 
the state. The bulk of the training system is private, under the ownership and responsibility 
of employers’ associations – even though the funding is public (a 2.5% payroll tax). While it
is legally under the oversight of the Ministry of Labour, in practice, this Ministry has hardly 
any power over it. Nor is it under the supervision of the Ministry of Education. The S-system 
System has its own logic and whatever certificates are produced have nothing to do with 
education or even with official diplomas. For all practical purposes, it is a highly organized 
but unregulated system operating in a ‘world of its own’ (Castro, 2000: 2). Even though the 
quality of training is good, and immediate employer needs are met, this unregulated status 
is problematic because it does not cater for longer-term needs, nor do its qualifications 
articulate with post-school and higher education.

The high status of the SENAI qualification has had a negative impact on attempts in Brazil 
to create a national qualifications framework – as has been the case in many other 
countries. This is because the quality of SENAI courses has always been high and 
immediately recognised by employers. They have not supported the need for any changes. 
For decades, the Ministry of Labour has been talking about the creation of a certification 
system which would link the S-system to post-school education. For a number of reasons, 
including the prestige of the SENAI certificates, this change has never materialized. A 
major causal factor is SENAI’s administrative inertia - ‘it does well in whatever it tries to do 
but changing direction is quite difficult’ (Castro, 2000: 5, 7).

Another problem with the S-system is that it is administratively ‘invisible’ – it does not report 
in much detail on the scale of its annual training achievements. Castro (2000: 9) estimates 
that the total coverage of the S-system is in the region of 40 million trainees per year –
which is a very large VET system. But its ‘invisibility’ makes it difficult for the state to 
strengthen articulation and certification-alignment processes nationally. The S-system is 
firmly in the hands of employers, who do not cooperate voluntarily with the education 
department and with national government more generally. This robs the state of its ability to 
steer the S-system to correct institutional weaknesses – for example, it under-provides in 
the poorer North-Eastern states and it provides limited training to informal sector workers 
who constitute the bulk of the working class in Brazil.

And finally, the major difference between the Brazilian model of VET and those that exist in 
Central and Northern Europe is the exclusion of the contribution of workers and their unions 
and the kinds of collectivist outcomes that have benefited both workers and employers in 
the co-determinist models of Europe – even during the Lulisma era:

In Brazil, the democratization of the political regime has been unable to invent more efficient 
mechanisms to amplify the voices of workers and trade unions which, for the last seventy years, have 
been excluded from the VET decision-making process. Although the two waves of democratization 
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(1945 and 1985) loosened the corporatist links in Brazil, System S has reproduced its format over 
time, as it became one of the most important instruments in overcoming the enormous deficiencies of 
the Brazilian state in fulfilling its social role. (Assumpcao-Rodrigues, 2013: 32).

PLANFOR

One of the problems with the S-system – as mentioned above - has been its exclusive 
focus on the formal sector. The system's financing structure provides few - if any - incentives 
for employer-managers to target workers outside their constituencies. The system therefore 
neglects workers in the large informal sector. In 1995 the government responded to this 
problem by establishing the ‘National Plan for the Further Training of Workers’ (PLANFOR). 
Benefiting from a previously established Unemployment Fund (which formed part of the FAT 
fund derived from the 2.5% levy on payroll), PLANFOR finances a wide range of organisations 
who train informal and unemployed workers. In 2000, PLANFOR funded the training of 3.1 
million workers – mainly through cheap short courses. Private providers have played a big role 
here, offering 75% of the training (Gomes and Camara, 2004: 22-23).

Castro and Verdisco argue that PLANFOR courses have been successful in reaching 
previously marginalized and ignored sectors. For example, whereas 21% of the Brazilian 
population lives in rural areas, 25% of program participants come from these areas. The 
program clearly targets rural settlements, and this is quite an achievement, considering the 
urban bias of most social programmes including the S-system. PLANFOR has also been 
successful in attracting women: 49% of program participants are women. The quality of the 
training programmes are also considered good. However, it is Castro’s view that the main 
failure of PLANFOR has been in not targeting the poorest of the poor, but rather selecting those 
who have some primary schooling on the assumption that this grouping would have a better 
chance of completing the training and finding employment (Castro and Verdisco, 1999: 18-20).
     
CONCLUSION: THE IMPACT OF LULA’S REFORMS

Evaluating the Lula and Rousseff government successes and failures is a difficult task, and 
the academic literature is very divided on this topic. The more positively inclined describe a 
range of successes. For example, Baiocchi, Braathen and Teixeira (2012) argue that the 
recent social changes have been dramatic in their socio-economic impact:

Apart from the impressive reduction in poverty and seemingly inexhaustible economic growth of 
recent years, the country’s politics seem like a testament to the possibilities of social-movement 
driven change. (Baiocchi et al, 2012: 1)

The success of the ‘Lula Era’ - or Lulismo as it is known in Brazil – has been due to a 
distinctively successful combination of economic development and social policies and of 
growth with redistribution. The latter comprises the growth of a lower middle class, the 
success of Bolsa Família, a 53% rise in the minimum wage and pension increases. Lula’s 
government has also been intensely participative, with several thousand participatory 
conferences held to foster dialogue and gather citizen input (Baiocchi et al, 2012: 1). 
Unions and social movements have for the first time participated in dialogue with the state 
over the direction of state policy. 
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Lula’s government skillfully managed stable growth in the national economy and in private 
sector employment, particularly during the global financial crisis of 2008, when the Lula 
administration took bold anti-recession measures through a federal programme for 
accelerated growth. The financial austerity policies introduced by Lula succeeded in 
eliminating large-scale government debt (Baiocchi et al, 2012: 13). These policies have 
yielded important socio-economic outcomes. In 2011, unemployment dropped to a 
historical low of six per cent. The number of workers with a signed work contract and able 
to enjoy the rights and benefits of formal employment, has increased from 54.8 per cent in 
2000 to 65.2 per cent in 2010. Furthermore, the number of families living in extreme 
poverty has been halved and 28 million people have been pulled out of poverty from 2003-
10. Income inequality has been reduced. The 2010 national census shows that from 2000, 
the poorest 50 per cent of people in Brazil increased their income by 68 per cent, while the 
richest ten per cent only increased theirs by ten per cent. This has enhanced massive 
upward social mobility. Thirty-eight million people have joined the ‘lower middle class’. It is 
this ‘new middle class’ that forms the main social base of Lulismo (Baiocchi et al, 2012: 14; 
Nolke, 2010: 12).

The commodities trap

Notwithstanding these gains, the international literature on Lula is very critical. One area of 
criticism is the over-reliance on the boom in commodity exports to fund the social policy 
reforms. Brazil’s growth depends strongly on the export of manufactures and commodities, 
a dependence that is likely to continue. However, Brazil’s manufacturing base lags well 
behind other developing economies with respect to innovation  - especially when Brazil is 
compared with China or India, countries that have taken giant steps in growth-enhancing 
innovation. If recent trends continue, Brazil will continue to be mainly a supplier of primary 
commodities in world markets and an exporter of low- to medium value-added 
manufactured products to Mercosur and other Latin American countries. Change is 
required, and Brazil needs to adjust its path, emphasizing higher value added in the sectors 
in which Brazil already has some comparative advantages. In short, Brazil must improve its 
competitiveness in manufacturing and service exports (Rodriguez et al, 2008).

To do this, Brazil will need to overcome severe obstacles in its innovation system, in 
particular, the bias toward overly “theoretical” research in publicly funded universities, and 
the significant under-investment by the private sector in R&D activities. Rodriguez et al note 
that there is a clear “disconnect” between the theoretical research taking place in the public 
higher education institutions and the future needs of industry, unlike in other countries 
where entrepreneurial scientists and engineers typically have a foot in both worlds. Brazil
needs to pay far greater attention to what research is produced through public investment, 
what happens to new knowledge once it is created, and how the private sector can be
mobilized as an active partner. Low levels of investment in education, historically, has 
meant that employers:

… necessarily become risk-averse, opting for the low road to economic survival - heavier exploitation 
of cheap, unqualified labour. In essence, both basic and advanced skills are needed for a firm to 
maximize the rewards of acquired innovation. (Rodriguez et al, 2008: 3)
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The lack of basic skills among workers is probably the ‘single most significant obstacle to 
the use of new technology and equipment and the free flow of innovative practices across 
firms’ (Rodriguez et al, 2008: 3). Stronger industrial policy measures are needed such as 
industrial and service extension programs, technical information centres, and cluster-based 
technology improvement programs:

What is clear is that Brazil needs to undertake a broad, systemic reform process in order to increase 
the competitiveness of its economy and to accelerate growth. There is a danger that the recently 
improved trade performance driven by the current boom cycle in commodity prices will improve 
economic performance enough to temporarily justify complacency. Given the fundamental changes 
that are taking place globally, that short-sighted approach would be costly. (Rodriguez et al, 2008: 4)

However, as this chapter has demonstrated, both the Cardoso and Lula regimes have been 
unable to move beyond the short-term security of macro-economic stabilisation policies. 
This has deprived the country of the necessary interventions at the micro-economic level 
which would move the Brazilian economy up the value chain towards higher value added 
production. To do this would require a more determined political commitment from 
government towards industrial, technological and human resource policies, including the 
necessary financial commitments to make these key policy levers succeed. This has not 
yet occurred.

As Anderson clarifies, the consequence of this dependence on commodity exports has
been to shift accumulation away from manufacturing to financial transactions and natural-
resource extraction, with a very rapid growth in the banking sector, where profits are
highest, and in mining and agribusiness for export. Anderson considers the shift to the 
financial sector ‘an involution, diverting investment from production’ and the expansion of 
natural resource extraction as ‘a regression, taking Brazil back to earlier cycles of reliance 
on primary commodities for growth’ (Anderson, 2011: 27). Given these shifts, there has 
been no fundamental change in the structure of the Brazilian economy during the Lulismo 
period (Schneider, 2009: 24).

Acquiescence to Neo-Liberal orthodoxy

Another criticism of Lula is his quick acquiescence to neo-liberal thinking. Even before Lula 
was elected, and against the background of jittery financial markets which feared his 
elevation to the top political office in Brazil, Lula was forced (along with all the other 
presidential election candidates) to accept the strictures of the most recent IMF agreement 
that Cardoso had negotiated in June 2002. More specifically, he committed to price stability 
and a budget surplus of 4.25 percent. In fact, in year 2003 and 2004, Lula’s government 
actually surpassed the fiscal surplus they had pledged to the IMF. This was achieved 
through tight controls on growth in expenditure, high interest rates and an increase in the 
tax burden, reaching 36% of GDP by 2004  (Amann and Baer, 2006: 221-2). Indeed, as 
Amann and Baer comment, this stringent adherence to the Cardoso monetary and fiscal 
regime meant that all other social policy goals aspired to by the PT remained subordinate 
to the goal of macroeconomic stability (Amann and Baer, 2006: 223). It would seem that 
the continuities between the Cardoso and Lula regimes were stronger than the minor 
elements of difference:
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The Lula administration is committed to neo-liberalism at three levels. First, …. [Lula] has gone out of 
his way to reassure ‘the markets’ on several occasions…. Second, the government’s economic team 
is drawn entirely from neo-liberal circles…. This team would be unlikely to consider non-mainstream
economic policies seriously. Third (and, in this context, unsurprisingly), the government has 
maintained the entire policy framework developed by the previous administration …. The inflation 
targeting regime continues to require high interest rates, which prevents the economy from 
generating the new skilled, formal sector and highly productive jobs that are essential to lift millions 
out of poverty, improve the distribution of income and fulfil the PT’s social commitments. (Mollo & 
Saad-Filho, 2006: 114)

Rather than expanding investments in social development, the Brazilian state in 2004 
maintained a fiscal surplus of 4.6 percent of GDP, achieved through significant cuts in 
government expenditure, especially in the government’s flagship social programmes (Mollo 
& Saad-Filho, 2006: 114).  

Political disillusionment of the social movements

The biggest blow to both PT Presidents has been the large-scale political disillusionment 
amongst the electorate, first with Lula, and now with Rousseff, as the massive 2013 street 
demonstrations illustrated. More seriously for Lula, a ‘progressive discontent between the 
leadership and rank-and-file of the PT’ has emerged (Loperena, 2003). As Amann and 
Baer note, those who have hoped that Lula’s efficiency (neo-liberal) measures would 
eventually lead to stronger equity (redistributive) measures are likely to be disappointed. 
They argue this sequence is neither feasible nor affordable. This is because the key effects 
of monetary policy, such as high interest rates, have a powerful dampening effect on 
industrial output and employment growth. In addition, in retaining large budget surpluses of 
just under 5 percent, and in servicing large public sector debt, government has been unable 
to redistribute significant resources to infrastructure renewal, education and health. The 
scope for discretionary social investment is heavily restricted by macro-economic austerity. 
Investments in physical and human infrastructure have been low, and given that such 
investments are critical pre-requisites for accelerated growth, under-investments in these 
areas create a vicious cycle into the future (Amann and Baer, 2006: 233-239). 
Redistributive change is possible, but this requires greater political will than is currently 
present in the Brazilian political landscape:

Of course, it should not be pretended that redistribution is impossible in a situation where orthodox 
policies are followed and modest growth prevails. However, attempts to redistribute under these
circumstances will probably be far more challenging since they are more likely to involve some 
groups in society losing out in absolute terms. In order for redistribution to occur in this context 
considerable political will is necessary, but this has seemed lacking throughout the Lula government’s 
term (Amann and Baer, 2006: 239).

End of participatory democracy

As indicated earlier, the Lula administration has many critics. Baiocchi et al argue that the 
social movement tradition of having a large say in the direction of the PT has been 
marginalised by the party now that it is in power. Social movements have provided political 
support to the national administration’s mandates. Participatory institutions are today 
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organized around ‘listening and dialogue’ and play an important legitimating role for the 
states. But the reality is that many of the key decisions of the state are today outside their 
purview (Baiocchi et al, 2012: 2).

Rise of the technocratic elite

Another criticism relates to the role of former cadres in the struggle for democracy who 
entered government with Lula. Many are now part of a new technocratic elite comprised of 
civil servants, business leaders and politicians (Baiocchi et al, 2012: 8). Burton outlines 
how this shift has impacted in the realm of education policy:

In particular the experience of education under the PT in recent years suggests that Brazil may be 
undergoing a shift, from democratic or political control of education policy towards a more 
technocratic approach. More specifically this transition has meant a change from policymaking away 
from the political sphere (i.e. contestation between political parties and political and civil societies 
based on ideological differences) and towards policymaking by technical specialists (i.e. within elite 
groups of individuals, mainly in government and largely separated from wider political and ideological 
influences). (Burton, 2012: 58)

Burton elaborates his concerns about the emergent ‘technocracy’. He defines it as a form 
of administration run by experts. However, for Burton, technocracy gives rise to a tension 
which exists between democracy and technocracy; where the achievement of democracy 
(through free choice of various options) is constrained by the oligarchic (and therefore 
concentrated) nature of government (Burton, 2012: 64).

The cadres of the PT colonised the federal administration, where a Brazilian president has the right of
nomination to over 20,000 well-paid jobs, far more than the spoils system has ever allowed the 
executive in America. Now all but completely detached from the working class, this stratum was 
inexorably sucked into the vortex of financialisation engulfing markets and bureaucracies alike. Trade 
unionists became managers of some of the biggest concentrations of capital in the country, the scene 
of ferocious struggles for control or expansion between competing predators. Militants became 
functionaries enjoying, or abusing, every perquisite of office. (Anderson, 2011: 27-28)

The co-option of former left-leaning activists into government and their transition into 
bureaucrats and expert elites, has occurred parallel to another process occurring: the 
adoption by the PT of many of the foundational principles of neo-liberal economic reform. It 
is precisely this grouping of government bureaucrats, consultants and international 
agencies such as the World Bank and IMF who have effectively changed the discourse of 
the PT – away from a value system based on participatory democracy to an ideology based 
on the Washington Consensus. This began with the campaign for the Presidency in 2002, 
when Lula was pressured into saying reassuring things to foreign investors and local 
capitalists that government would exercise fiscal responsibility under Lula and would 
ensure a stable business environment. The political programme of the PT was thus de-
radicalized. As shown in the earlier section on industrial policy, the economic interests of 
multinational and local corporations have been prioritized over the socio-economic needs of 
the poor and needy (Almeida and Schneider, 2012: 4). Privatization has grown at a rapid 
pace, particularly in key social services such as higher education and health care:
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Pragmatic Lulismo, oriented towards piecemeal social and economic changes, has replaced the PT’s 
previous emphasis on empowered participation and democratic revolution…. The new middle class 
that has resulted from Lulismo is linked to improved access to private goods supplied by the market, 
not to the expansion of universal and high quality services provided by the public sector. Private 
consumption rather than public participation underpins the logic of the new social forces that could 
push the PT and Brazilian politics into a more liberal-conservative direction. (Baiocchi et al, 2012: 16).

Corruption

Large-scale corruption within the state has also tarnished the image of Lula’s government 
and party. Part of the problem lay with a long history of corrupt dealings within the Brazilian 
legislature to win votes and form alliances. Although Lula won the Presidency with 61% of 
the vote, his party, the PT, managed only to win 17% of the seats in the legislature during 
the 2002-2006 administration. Lula was required therefore to forge alliances with other 
smaller parties to garner a majority in the legislature to support his reforms. Support was 
bought with monthly backhanders to members of moderate parties in his coalition to 
guarantee their favourable votes for the government’s legislative proposals. The scandal 
that broke out in 2005 when these backhanders were exposed in the public media 
implicated Lula’s right hand man and Chief of Staff, Jose Dirceu, as the person who 
spearheaded the scheme. President Lula was forced to fire Dirceu and claimed not to have 
known anything about the scandal. Several other close aides to Lula, including the then
President of the PT, Jose Genuino, were also involved and had to step down. In essence, 
because of the repeated scandals that plagued the PT administration, Lula lost most of his 
very close allies during his first administration (Renno, 2006:160; Anderson, 2011: 3-7). 
Lula’s party has succumbed: 

… to the incentives and constraints of Brazil’s political system, exchanging resources for the political 
support of legislators, governors, and mayors. Relying on such clientelist arrangements takes an 
obvious toll on both administrative efficiency and the integrity of the ruling party. The reputational 
costs have also been higher for the PT than its ruling-party predecessors, because the party had 
managed to stay above the political fray for two decades and was ultimately rewarded by voters for 
having done so. (Hunter and Power, 2005: 133)

Inequality persists

Although there have been obvious gains made by Lulismo, the grim reality is that the 
deeply unequal character of Brazilian society has not fundamentally changed since 2002. 
As Nolke indicated in an earlier section of this chapter, Brazilian companies are ‘run by a 
type of capitalism that relies on family clans as a mode of social coordination’, and the 
growth of the economy over the pasr decade has been reliant on a close relationship 
between these economic elites and the political actors such as the PT and its leadership. 
Brazilian capitalism, argues Nolke, ‘reproduces the basic class structure’ of Brazilian 
society, including its education system (2010: 12). Elections lead to changes within the 
ruling elite, not to changes in the structure of capitalism. Social mobility is limited to a small 
part of the population. Labour is fragmented between a small group of privileged workers 
and the majority within the informal sector. Given these unchanged structural features of 
Brazilian society, it is clear that the positive achievements under Lula are too small and 
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ultimately insignificant to truly overcome the deeply-rooted inequality within Brazilian 
society (Nolke, 2010; 12).
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Chapter Eight:

Inside SSCs:
What should core staff actually do?

INTRODUCTION

This chapter continues the discussion about the role of ‘intermediaries’ in skills 
development that was introduced in Chapter Six. It also introduces a new theoretical point 
about the key role of information circulation as a necessary precursor to making economic 
decisions, including those about skills development. Information circulation is a central 
component of ‘firm learning’, and learning within the firm is a core objective of any skills 
development strategy.

The chapter will highlight in greater detail the key labour market institutions and actors 
involved in this process of firm learning – which includes making decisions about 
developing skills and other innovation-enhancing capabilities. These institutions include: 
state agencies, employer associations and unions, education and training institutions, non-
governmental organisations (NGOs) and other intermediary bodies.

All of these organizations form a ‘complex institutional nexus’ (as illustrated in Chapter 
One, Figure 1.2) which constitutes a collective societal forum in which decisions about skills 
development are made and executed. Contrary to orthodox economic logic and current 
Neo-liberal rhetoric, deciding to train and executing such training is a collective process and 
not made up only of individual firms and individuals seeking upskilling. It is also a highly 
interactional process - with relations of cooperation and collaboration characterizing 
learning in the firm – for example, along the supply chain or within the regional cluster, or 
as part of the larger process of moving up the value chain. 

This chapter will specifically examine the way in which sector skills councils (SSCs) interact 
with this complex institutional nexus. More specifically, the discussion examines the role of 
core staff within the SSCs. What do they do on a daily, weekly and monthly basis? What 
expertise do they require to function effectively? Evidence will be brought together from 
across the globe. 

Such questions have never been posed and answered in any detail with reference to the 
South African SETA system. It will be shown that the absence of clarity on this key 
operational component of SSCs has had a very negative impact on the work of the SETAs. 

THE CRITICAL ROLE OF INFORMATION SHARING

The work of skills development intermediaries such as SSCs need to be understood in
terms of the wider dynamics of a globalizing world and ‘learning economy’. Knowledge and 
its effective circulation is viewed today as the new basis for attaining comparative 
advantage. Knowledge in this context refers to both the fruits of formalised research and 
development, but more importantly, it refers also to the tacit knowledge which workers 
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accumulate on the shop-floor and the design, engineering and managerial capabilities 
which technical and managerial staff acquire. It is these dynamic capabilities of firms which 
form the basis of competitiveness on global markets today. These dynamic capabilities are 
most effectively enhanced through network rather than purely competitive relationships with 
other firms (for example, via value chains or regional clusters) and through cooperative 
forms of interaction with other stakeholders such as state entities and employer 
associations or intermediary agencies such as training authorities and small business 
development agencies. 

Innovation in today’s economy is endogenous, based primarily on a firm’s ability to change 
established patterns and beliefs within the firm itself. This occurs either through the 
displacement of old ideas and old ways of doing things, but also though ‘information 
invasion’ from interaction with other knowledge players such as other firms or product users 
and through university-industry linkages. In certain instances, firms will be unable to 
change established patterns and will be eliminated in the market by new, more dynamic 
competitors (Metcalfe, 2005). 

Tacit knowledge is not only invested in individuals, but more importantly, it is embedded in 
firms themselves, through specific managerial strategies and workplace routines, norms of 
behaviour, professional and institutional cultures, and codes of information employed in the 
design, production and marketing stages of firm activity (Lundvall and Borras, 1999: 46; 
Gibbons et al, 1994: 25). Successfully harnessing this mix of individual, firm and network 
forms of tacit knowledge through effective processes of knowledge circulation has become 
the new competitive advantage of firms and nations in the global economy today:

The competitive advantage of a firm lies less in its pool of proprietary knowledge than on its base of 
tacit competence. As proprietary knowledge is utilised it is subject to imitation, adaptation and 
replacement and gradually loses its market value. Tacit knowledge can only be acquired by hiring the 
people who possess it and it is the principal way a firm may replenish its basket of unique 
technologies. (Gibbons et al, 1994: 26)

Interactive learning

As suggested above, the critical activity underpinning firm learning is the exchange and 
sharing of information. Accessing local information is a critical precursor to new economic 
activity. However, in reality this process is usually a major problem, particularly at national 
level where localised micro-level detail of labour market and economic conditions are not 
easy to access (OECD, 2008: 49). Such intelligence is more easily accessed at local and 
regional levels through cooperation with local stakeholders and through information 
sharing.  

Individual firms do not have all the information needed to make economic decisions. They 
need self-organised associations who will represent their interests and acquire the required 
information. Astrid, Andrews and Cristina (2009) see these interactions between firms as 
‘interactive learning’. They occur best if co-located in the same region ‘as they are highly 
dependent on tacit knowledge, in which personal ways of interacting and transferring 
knowledge is important’ (2009: 7). The benefits of this ‘interactive learning’ are the 
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generation of new knowledge and skills, improved networking capabilities, the ability to 
introduce new technological processes and in some instances products that are marketed 
nationally and internationally (Astrid, Andrews and Cristina (2009: 11).

According to Gibb (1997), small firms learn in the context of their external relations with 
customers and suppliers and other external stakeholders along the supply chain. Small 
firms are highly interdependent on these other firms and players. They are merely one 
‘node in a complex network of relationships, dependencies and mutual obligations’ (Gibb, 
1997: 17-18). These small firms reduce the risk associated with uncertainty by building 
personal relationships of trust and confidence with its key stakeholders. These firms learn 
by:

… dealing with a wide (holistic) task structure; learning from peers; learning by doing; learning by 
feedback from customers and suppliers; learning by coping; learning by experiment; learning by 
problem solving and opportunity taking; and learning from making mistakes. (Gibb, 1997: 19)

Building up local information

How then do individual firms build up a knowledge and information base in their sector or 
locality? The OECD proposes using the skills eco-system typology outlined in Chapter Six 
to illustrate ways in which firms obtain localised labour market information.  They argue that 
in order to plan targeted approaches to addressing local skills issues, local actors need to 
understand the situation in their own particular locality (OECD, 2009: 48). The OECD 
argues further that it is ‘essential to perform an analysis of the structure of labour demand 
and of skills shortages, and to assess the potential offered by such labour demand for 
disadvantaged groups of workers at local level, in order to inform the orientation of 
programmes and local initiatives’ (OECD, 2008: 34). Shared diagnosis of the local situation 
is itself a necessary condition for a coordinated approach. Analytical capacities are thus 
imperative at the local level:

Building an understanding of economic and labour market conditions demands, as a prerequisite, 
refined databases gathered and managed locally and expertise in a wide variety of fields. The 
capacity to gather data locally and organise them in a way that enables strategic planning exercises 
is critical. The national level can support this process by ensuring that data are disaggregated to the 
local level and by making available analytical tools that can be adapted to local circumstances
(OECD, 2008: 50). 

Information sharing assists employers about making decisions (or not) to invest in new 
productive capacity and in new products, processes or even new sectoral fields. 
Information circulation is a pre-requisite for employers to begin considering upgrading skills 
and employing more workers. As Eberts argues, a partnership of firms must be ‘able to use 
a shared pool of data that can support its strategic planning processes’. Such information 
must help the partnership form its own intelligence, which will in turn ‘help the partners take 
a more objective viewpoint, leaving aside their own specific institutional concerns and 
objectives’ (as cited in OECD, 2008: 42). The OECD argues that capacity building is 
required to equip local actors with these information-gathering skills.
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Local capacity particularly needs to be boosted in the analysis of labour market information; 
facilitation of a shared diagnosis of the local situation by the main stakeholders; provision of 
intermediation between the private sector and local key stakeholders; and the efficient use of labour 
market and educational tools and instruments. The capacity to gather data locally and organise it in a 
way that can support strategic planning exercises is critical (OECD, 2008: 42).

Information sharing and SSCs

The work of intermediaries such as SSCs must be connected to these firm-level 
interactional and information-sharing processes. If the mandate of a particular SSC is to 
shift a collective of firms in a specific locality, cluster or region towards making decisions 
about training, then this process needs to be recognized as a collective institutional 
process, and not one done individually or by firms acting alone – which is the ideological 
philosophy underpinning the approach of the neo-Liberal UK VET system (Payne and 
Keep, 2011: 26-29). Rather, it requires the collective consensus and contribution of all the 
players involved in the up-skilling process – the workers themselves, their trade unions, 
their employers, education and training institutions, NGOs and local and national 
government agencies. This institutional collective needs to sit around a table and broker 
agreements about training. To do this they need information about training shortages, skill 
gaps, training costs, the numbers involved, and so forth.  More importantly, if this 
collectivity of institutions agree to move economic activity up the value chain towards higher 
valued-added production, the information base required to execute this set of decisions 
over the medium to long-term is vast. It can only be achieved through joint action, 
cooperation and continuous information sharing.

A COMPLEX INSTITUTIONAL NEXUS

Getting this institutional nexus to function collectively in the best interests of skills 
upgrading (as described above) is no easy task. In fact, the opposite set of practices are 
more evident. The key agencies involved in this institutional nexus do not find it easy to 
work with each other. This includes government departments at (federal, state and local 
levels) and other quasi-government agencies, employer associations, trade unions and 
education and training institutions. All of these institutions operate in different ways. In 
providing some explanation for this institutional incoherence, Eddington and Eddington 
argue that there are three very different governance modes interacting at this interface 
between institutions – a state, market and network mode. The inability of these modes to 
work together provides the main source for institutional incoherence. Figure 8.1 illustrates 
the core differences of these three governance modes:
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    Figure 8.1: The three governance modes thatoperate in network envirinments

    Source: Eddington and Eddington, 2010: 30

As Eddington and Eddington suggest in the above figure, state governance has gone 
through three major permutations over the past five decades: from optimistic faith in state 
planning in the 1960s and 1970s, to an emphasis on the role of markets in public 
governance in the 1980s and 1990s, to the most recent change, emphasizing networks. 
Each of these eras has been characterised by a distinctive form of governance: first 
hierarchical, then market-led and now networked.

Hierarchy as ‘imposition’ represents the traditional public administration conception of how 
to manage within the public sector. If there is a need for coordination then the impetus will 
come from the top down. With regard to governance by the market, Jessop (2003: 5) 
maintains that market exchange is characterised by a formal, goal-oriented procedural 
rationality that is oriented to the efficient allocation of scarce resources to competing ends. 
Markets assume there are buyers and sellers who have something to gain by engaging in 
an exchange. Actors enter these exchanges with opposing interests. Relationships are 
impersonal and episodic (Peters, 1998: 19).

In the network mode of governance, shared jurisdiction and diffuse authority are taken-for-
granted background conditions. Information and expertise are assumed to be distributed 
across programme or organisational boundaries, and across the public–private divide 
(Ansell, 2000: 2010). Adams and Hess (2002: 25) emphasise the knowledge flows within 
these networks. This knowledge is not located only in government or market relations: it 
also comes from communities through citizen engagement. If coordination is to be truly 
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successful, there must be significant buy-in from participants. This will require a shift from 
the imposition of solutions to a process of bargaining as the only way to produce enduring 
and effective coordination (Peters, 1998: 17).

All of this requires a major change in the way government officials behave. Networking 
requires that public officials execute their jobs in partnership with societal groups. Their 
work shifts from making decisions in isolation of stakeholders to steering broad networks of 
providers and stakeholders towards finding collective decisions to societal problems.

Joined-up difficult

It is not only the differing modus operandi of all of these diverse organisations that makes 
effective training delivery an elusive dream, but also the difficulty of coordinating public 
policy across all of these horizontal and vertical organisational interactions. The Nordic 
countries have been very effective in achieving this kind of coordination. Keep and Payne 
note that such expertise is absent in the UK: 

One difficulty is that having spent twenty years hammering away at the ‘supply-side’ of the skills 
problem, UK policy makers currently have little idea what a project to shape work organisation might 
involve, still less how to go about it (Keep and Payne, 2002: 3).

A key part of the ability to accomplish the coordination of these multiple organisational 
interfaces described above, is through strategically placed institutional intermediaries who 
can play an interlocutor role between state and employers. Chang (2004) argues - from an 
industrial policy perspective - that the task of intermediary organisations is to induce private 
actors into new activities which they would have had no interest in entering under free-
market conditions. As Chang suggests, an electronics industry which is non-existent today 
has nobody to advance its interests – even though it might be very successful tomorrow 
(Chang, 2004: 167). Closing this gap - between public policy (for example, a new 
electronics industry) and the interests of a local entrepreneurial community – is no easy 
task but critical if economic growth is to be achieved.  

There are several types of intermediary agencies offering a wide array of services to firms 
in localized, sectoral and regional settings – services that can range from enterprise 
training, technology transfer, venture capital provision, the creation of new small 
businesses, financial and business planning, and the formation of ‘dialogic’ associations of 
firms with common interests. 

Role of NGOs 

According to the OECD (2006: 16) and Benner et al (2001: 5), non-profit NGOs who work 
in the labour market promoting economic development, skills training and job placement, 
play a crucial role at this critical interface between government, employers and civil society. 
The OECD uses the method of best-practice case studies from the USA to illustrate the 
‘bridging’ work of such NGO intermediation. For example, the Jane Addams Resources 
Corporation (JARC), located in Chicago, provides a good example of this intermediation
The JARC was created to combine workforce development with economic development. 
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Through a broad range of educational and training services, it helps small, locally owned 
manufacturers remain competitive, stay in the area and provide decent-paying jobs to local 
residents. A second case study, the Wisconsin Regional Training Partnership (WRTP), was 
established in response to the dramatic shift away from manufacturing in the Milwaukee 
economy. The WRTP is the result of a partnership between the AFL-CIO union movement, 
employers, the University of Wisconsin and several other local actors. WRTP helps 
businesses and employees find solutions to their workplace problems (OECD, 2006: 19).

Benner et al (2001: 16) describe a range of state, employer and NGO organisations 
cooperating together to undertake workforce development in the USA. They outline how 
community colleges, unions, and community based agencies, as well as for-profit HR 
agencies are ‘increasingly marketing their services as a long-term resource for workers to 
promote their career advancement’ (2001: 16). They maintain that these intermediaries 
have acquired ‘intimate industry knowledge’ through promoting improved career mobility. 
Their work requires more than knowing about job openings. They ‘must have a detailed 
understanding of the skill and experience associated with those openings and an 
understanding of the pay structures and opportunities for internal advancement in those 
positions’ (2001: 16). Furthermore, these NGO intermediaries are required to know about 
‘cross-firm occupational progressions’ along with the training, experience and contacts 
required to make such cross-firm movements possible. In industries or occupations with 
rapid technological changes or rapidly changing skill requirements, the work of these 
intermediaries also requires some ability to develop or understand future projections of 
employment opportunities. All of this comprises complex and detailed industry knowledge.

THE FUNCTIONS OF INTERMEDIARY STAFF

The key practical question now is: who then does this intermediation work? The next 
section will unpack eleven inter-related core functions that are required of staff working in 
labour market intermediaries such as SSCs. The staff of effective SSCs will need to 
possess the following capabilities:

1. Continuously produce labour market intelligence through evidence-based research
2. Possess ‘embedded’ expertise of the sector/region/locality
3. Harness the professional expertise of ‘specialist’ staff 
4. Develop leadership that can accomplish ‘boundary spanning’ 
5. Undertake ‘brokering’
6. Possess ‘dialogic capacity’
7. Customize and tailor training programs to meet employer needs
8. Provide sector-specific business support (beyond training)
9. Provide job-placements and aftercare for successful trainees
10.Provide a mobilizing ‘vision’
11.Form partnerships
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Produce labour market intelligence 

A key requirement for effective SSCs, as outlined in Chapter Two of this report, are labour 
market and sector-focussed research skills. A dedicated unit of staff within the SSCs must 
have the appropriate capabilities to produce and interpret strategic national and sectoral 
labour market information by building up strong centres of sectoral research expertise. 
These SSC-based research centres need to provide labour market and sectoral information 
to the SSCs annually and feed this strategic intelligence back into the national skills system 
(Ashton, 2006: 12).

The Netherlands provides ‘best-practice’ institutions in this regard. As highlighted in 
Chapter Four, a major responsibility of the 17 Knowledge Centres (the SSCs in the 
Netherlands) is to produce annual studies of sectoral and national labour market trends. 
Research is done on participation numbers, internship places, and the labour market in 
general. In addition, one of the responsibilities of Colo, which is the umbrella body of the 17 
Knowledge Centres, is to produce comprehensive information annually on the state of the 
Dutch labour market and its key economic sectors. Colo plays a crucial role in collating this 
cross-sectoral information. 

Generalising off the success of the Dutch system, it is proposed that a dedicated research 
unit with the requisite expertise is required in all SSCs so that they can perform this 
information gathering function. This research requirement will also need to be met by other 
intermediaries operating in the labour market alongside the SSCs – for example, the FE 
colleges and non-profit NGOs. 

It is important to note that the labour market and economic intelligence required by SSCs 
and NGOs does not all have to be produced by these micro- and mezzo-level 
organisations. The national statistical services of the state and expert research centres at 
universities will provide a significant chunk of this information annually. However, this 
expertise is also required within the SSCs so as to enable strategic planning at sectoral, 
regional or local level – and that such information gathered can be circulated within the 
existing SSC networks of cooperation on skills development.  As indicated in Chapter Six, 
networks are an important conduit for information sharing, enabling all participants to 
increase their knowledge about operating in the sector. 

Possess ‘embedded’ expertise of the sector

In addition to labour market information, SSCs need to have intimate knowledge of the 
sectors they operate in. More specifically, a dedicated unit of core staff members needs to 
have considerable expertise of the economic sector they work in, the problems faced, and 
the solutions needed – both in terms of skills development, but more broadly, in terms of 
moving up the sectoral value chain. This requires personnel in the SSCs who have both 
theoretical knowledge of the sector, but also practical working experience in the sector. 

Writing from a vocational education and training  perspective, Crouch, Finegold and Sako 
argue that these intermediary agencies (such as SSCs) need to possess an authority 
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based on ‘constantly updated knowledge so that firm competencies can be ratcheted up 
and so that educational institutions and relevant government departments can be kept in 
touch with what is required’  (Crouch, Finegold and Sako, 1999: 232).  

Payne and Keep (2011: 18) in a critique of the SSC system in the UK, argue that the SSCs 
need to be able to give firms ‘expert advice and support that is tailored to their particular 
circumstances and needs’. This is especially important in the case of small and micro 
enterprises. The authors note, however, that neither the current Coalition government nor 
the former Labour government of 1997-2009 supported the idea of intermediaries ‘offering 
their expertise in the form of locally-targeted business support aimed at helping firms 
implement changes in managerial and work practices’ (2011: 18). This was because of an 
ideological opposition to any form of active industrial policy (Payne and Keep, 2011: 26-29). 
In doing so, government has weakened the locally embedded expertise of intermediary 
agencies like SSCs.

In South Africa, the problems with the SETAs are similar to those in the UK. Research and 
sectoral expertise are absent in the sector skill bodies. Most staff employed by the SETAs 
have no industry experience – most come with prior experience of working in the school 
system and the adult education system. Unfortunately, knowledge of formal schooling is an 
insufficient preparation for understanding the dynamics of a complex economic sector. 

Harness professional expertise

Another important source for developing the labour market and sectoral expertise of SSC 
staff are professional associations. Many professionals working in the field of HRD belong 
to various professional associations: for example, human resources managers (HRM), 
vocational trainers, career counsellors, labour market and employment specialists and 
monitoring and evaluation (M&E) experts. These networks are often important sources of 
peer-group learning. Dalziel (2012) looks at the networks of career counselors in schools in 
New Zealand, and found that they were ‘organically involved in developing multiple and 
overlapping career education networks’. Dalziel maintains that networking ‘allows a 
community of practice to be built across schools, education sectors, and community 
organisations (including employers and industry) on a regional and national basis’ (2012: 
9). When these networks mobilise likeminded ‘communities of practice’ they develop a 
‘professional spine’ which gives cohesion to what is otherwise a diffuse set of ideas and 
activities in a very dynamic environment’ (2012: 9). Such networking should be encouraged 
as valid professional development activity for the staff of SSCs. 

Boundary spanning

Another key function of staff in SSCs, particularly senior staff, is the phenomenon termed 
‘boundary spanning’. First and foremost, it requires leadership – a determination to 
overcome the silos of the past: 

Leaders must define the common purpose of the partnership and educate partners on the importance 
of cutting across the various boundaries that may separate their efforts. The benefit of turning 
disconnected specialized organisations into cross-functional teams is to create a system that serves 
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workers and businesses holistically, cost-effectively, and creatively. It adds value that exceeds the 
capacity of each partner working alone (OECD, 2008: 81-82).

Moss et al (2009: 17) see the role of boundary spanners as serving to establish networks 
‘as mutually trusted lynchpins between social groups’. In short, they ‘help overcome 
informational asymmetries, establish a common set of expectations, and facilitate goal 
adjustment’ (Williams, 2002, 108). Boundary spanners have the capacity to bring together 
unlikely partners, break through red tape, and see problems in new ways which defy 
conventional wisdom. For Jessop, the role of such interlocutors is to simplify a ‘complex, 
contradictory and changing reality in order to be able to act’ (Jessop, 2003: 18).

Brokering

‘Brokerage’ is another key function – that of brokering deals among conflicting members 
(Culpepper, 2002: 777). Williams defines the act of ‘brokerage’ as follows:

Brokering … depends on the employment of a range of competencies and skills – an acute 
understanding of interdependencies between problems, solutions and organizations; an interpersonal 
style that is facilitating, respectful and trusting; and a drive to devise solutions that make a difference 
to solving problems on the ground. (Williams, 2002: 117)

‘Brokerage’ is often required in contexts where public policy requires a defined set of social 
partners to work together and collaborate - but something which is at odds with their normal 
governance routines. In some cases, certain stakeholders are difficult to bring on board, for 
example, small enterprises. They tend (at least initially) to stay away from collective 
activities of employer associations because they have few resources to contribute to 
industry development, workforce management and skills. However through the efforts of 
brokerage, small enterprises can become an integral part of the public policy process, for 
example, through inclusion in supply chains (OECD, 2012d: 24).

In another example of brokerage, Cooney and Gospel (2008) highlight the role of Group 
Training Organisations (GTOs) who operate very successfully in the UK and Australia to 
broker training solutions for member enterprises (See Chapter Three on the UK). GTOs 
help firms to recruit and train apprentices, rotate their placements in a number of (often 
small and micro) firms. After qualifying as artisans, these workers are then employed by 
GTO-member firms. Such brokerage occurs with firms who would otherwise not do full 
artisanal training and who would rely more on poaching. The GTOs provide a 
collective/collaborative solution to the most common failures of market provision – poaching 
(Wheelehan and Moodie, 2012: 27).

Dialogic capacity

Building an information base and engaging in information sharing requires ‘dialogic 
capacity’. Dialogic capacity is born of the ability to promote problem-solving discussions 
among members. Discussion allows groups to overcome informational gaps because it
allows them collectively to brainstorm and to devise solutions no member would have 
imagined individually. If an organization has this capacity, ‘its ability to broker deals among 
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conflicting members gives these decisions a certain legitimacy with all members, even 
those who are not favoured by a given bargain’ (Culpepper, 2002: 777). Hausmann et al
see this dialogic capacity as central to the new industrial policy: 

… the private sector needs the government to help internalize the various externalities associated 
with the cost-discovery process and to provide many of the public inputs (standards, infrastructure, 
certification, property rights) that only the government can. The government in turn requires the 
cooperation of firms and entrepreneurs because it needs to elicit the relevant information about the 
obstacles and opportunities they face and because it has to be able to influence their behavior in the 
desired direction. Hence the necessity of collaboration between the two sectors in the search for 
distortions and their solutions. Our understanding of what industrial policy does (or should do) takes 
this necessity as its starting point. We take “good” industrial policy to consist of those institutional 
arrangements and practices that organize this collaboration effectively. (Hausmann et al, 2008: 4)

These industrial policy solutions to market failure proposed by Hausmann et al primarily 
focus around ‘deliberation councils’ which provide a mechanism to promote, under public 
auspices, systematic discussion among firms with the aim of identifying, and proposing 
solutions to, specific coordination failures (Hausmann et al, 2008: 6). These bodies may be 
existing industry associations and chambers but they may also be narrower groupings 
organized around solving common “technical” problems of an industry. Evans, writing about 
the East–Asian developmental state, sees these ‘deliberations’ as requiring public officials 
to be ‘embedded’ in local communities interacting with self-organised associations around 
solving specific problems (Evans, 1997: 183). ‘Embeddedness’ develops a set of local ties 
which bind state officials and nascent entrepreneurs around a joint project of social and 
economic development. These officials have intimate, locally situated expertise.

Customize and tailor programmes to meet employer needs

In Chapter Six, the role of community colleges as key intermediaries was outlined. Their 
main role as ‘intermediary’ is to ‘customise’/‘tailor’ training programmes to meet employer’s 
specific needs. In the USA, many community colleges have dedicated units which focus on 
building relationships with employers and developing these customised programmes. 
Chapter Six provided a detailed example of this. The Los Rios Community College in the 
Sacramento area has nine dedicated Centres that work collaboratively with businesses in 
ten priority areas that include advanced manufacturing, a biotechnology initiative, and a 
health care initiative among others (OECD, 2013: 57).

The OECD regards these industry-college partnerships as equal to the R&D partnerships 
formed between higher education and industry that are well established across America’s 
elite research universities. But the mandate of the industry-college partnership is different -
it focuses specifically on developing intermediate level occupational skills:

Colleges and vocational training institutions, in particular, appear to already be acting in ways which 
bridge the supply and demand sides of the labour market. In areas of traditional low-skills low-wage 
employment, the role played by colleges in stimulating innovation in the local economy may be just 
as, if not more, important as that played by local universities. Their potential to work with local 
employers to help produce incremental innovation in lower-tech sectors, and in local SMEs, should be 
further recognised by governments (OECD, 2012b: 56). 
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Another good example of customisation and specialization within the American community 
college system are the ten ‘Centres of Excellence’ belonging to the Washington State 
Community College. These centres are flagship institutions that build and sustain the state 
of Washington’s competitive advantage. Each Centre focuses on a targeted industry - one 
that is strategic to the economic growth of the region. These centres are guided by industry 
representatives. Currently, the ten centres focus on specialisation areas such as: 
Agriculture; Allied Health; Aerospace and Advanced Materials; Manufacturing Clean 
Energy; Construction; Education; Homeland Security; Information and Computing 
Technology; International Trade; Transportation and Logistics; Marine Manufacturing and 
Technology.

They have a reputation for innovation and responsive education and training delivery. They 
also act as a broker of information and resources for industry representatives, community-
based organizations, economic development organizations, community and technical 
colleges, secondary education institutions, and four-year colleges and universities.

The role of SSCs in these college-industry collaborations is to help broker these 
customization requests. The SSCs do not do the training themselves. Hence, building close 
links with the public college sector is an obvious role for the SSCs. In South Africa, the lack 
of close partnerships between the SETAs and the college sector between 2000-2009 has 
been a major weakness in the skills system – an outcome of the silo politics which 
characterised relations between the former Departments of Education and Labour in this 
crucial time period (See Kraak, 2014, forthcoming).  

Provide sector-specific business support 

Another component of ‘customisation’ suggested by the critics of supply-side VET 
strategies, as outlined in Chapter Six, is the provision of ‘business support’ programmes 
that are wider than skills development services alone. This can be achieved by agencies 
such as SSCs working together with economic development agencies who have more 
sectorally-based expertise. In partnership, they can assist firms in moving to more higher-
value added forms of production (Lanning and Lawton, 2012: 39-40). This will require a 
broader concept of ‘business support’ designed to impact upon a wider set of in-firm activity 
so as to ensure that skills are brought into productive play and used to generate improved 
economic performance (Delbridge et al, 2006: 15).

Delbridge et al see such business support as entailing changes to the organisation of work 
and deployment of skills. The OECD adds a few additional activities which include 
measures to improve management practices and methods of work organisation. Further,
such business support programmes can also influence the nature and design of products 
and services. Improving productivity and competitiveness is not necessarily about investing 
in high tech, high-skills sectors. It is also about boosting skills utilisation in sectors which 
traditionally have a high concentration of lower skilled jobs, such as retail, care and tourism
(OECD, 2012b: 34-36).
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The Australian skills ecosystems pilots have developed the most extensive forms of 
‘business support’. They were explicitly designed to reshape employer ‘demand’ for higher 
level skills. In 2002, the Australian State Government of Queensland developed an 
innovative programme of business support to firms in the state. The ‘Skills Formation 
Strategy’ (SFS) adopted the view that increasing skills supply without complementary 
industry attention to good workforce management practices, skill utilisation and employee 
engagement would not resolve skill mismatches or shortages. Over 60 Skills Formation 
Strategies have since been established, in a process characterised by strong industry-led 
involvement, multi-stakeholder coordination at the state, regional and local levels, and 
flexible provision (OECD, 2012d: 5).

Provide job-placements and aftercare for successful trainees 

Another key function of intermediaries operating in the labour market is to identify work-
based placements for trainees where they can acquire real work experience. In the case of 
young ‘out-of-school’ trainees, such work placements are crucial in acquiring their ‘first-job’. 
Work placements are the key mechanisms whereby students from colleges, polytechnics 
and private vocational training centres gain first time employment. However, accessing the 
‘first job’ is a major societal problem in every country. Employers are biased against young 
trainees who do not have practical workplace experience. They prefer to employ adult 
workers who already have experience of work. In this vicious cycle for young people, many 
struggle to find full-time employment.

Creating new jobs is not a function purely of the free market mechanism responding to 
increased demand for the products and services of firms. The owners and managers of 
firms have significant choice in the decisions they make with regard to the deployment of 
new technology and the volume of new labour taken on board (Sung et al, 2009: 8). In 
short, new job opportunities must be volunteered by employers both in the private and 
public sectors – opportunities which currently are not being made available in sufficient 
numbers. This problem of gaining work-experience as a pre-requisite to obtaining access to 
the first job constitutes the greatest fault line in the post-school systems of many countries, 
particularly those facing high levels of youth unemployment. The lack of acquiring a ‘first 
job’ over time condemns young people to permanent structural unemployment throughout 
their lives. 

However, intermediary bodies working at the interface of employers and young 
unemployed people can make a difference. One study in South Africa highlights the work of 
a range of NGO projects, identified in 2008 by the Impumelelo Innovation Centre as best 
practice initiatives operating in the youth sector (Impumelelo, 2009; see also Kraak, 2013). 
This study of fourteen ‘best practice’ micro level, local labour market interventions suggests 
that these NGO programmes – although on a micro-scale - appear to be far more 
successful than the large-scale state public works programme which do not seem to meet 
with much success. The key elements of NGO success appear to be the following factors:
   
1. NGOs create structured pathways from training into work and after-care: Even 

though many of the Impumelelo nominated best-practice NGOs work in a prescribed 
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neighbourhood and impact on less than a 1000 youngsters per year, they provide 
very structured links from the training site into work and permanent employment. 
NGO staff play a crucial ‘go-between’ role by approaching prospective employers for 
support to host short-term work-experience internships and to recruit trainees for 
longer-term employment. They continually gather information on the world of work, 
and adapt their training strategies as demand conditions change. This is in direct 
contrast with state efforts, whose agencies such as the SETAs work ‘at a distance’ 
and build few linkages with employers and potential jobs. 

2. The transition to work for young people is a highly socialized process: It cannot be 
left to the capitalist labour market to resolve according to ‘free’ market rules. Indeed, 
the labour market does not operate in a free and open manner as espoused by 
orthodox economic logic. It needs to be ‘massaged’, behaviourally, by NGO’s 
working in the field, to convince wavering employers about the merits of employing 
novice workers in their industries. The NGOs help mediate this transition for first-
time workers. If young trainees have been conditioned for work and appropriately 
socialized, employers may be prepared to create openings for first-time workers. 
NGOs maintain links with these ‘beginner workers’ through the provision of after-
care and mentoring. They liaise with employers about their satisfaction levels with 
the new employees and often embark on adjustment interventions to improve their 
‘fit’ on the shop-floor. Without these structured transitions, many first-time workers 
would not get jobs.

3. Mentoring, counseling, after-care:  The initial pre-employment support from the 
NGOs is most often combined with significant career and personal counseling after 
initial employment take-up. The NGOs play a critical alignment role here, of clarifying 
for young employees what is required of them in the workplace. Structuring this 
‘newcomer socialisation’ in this way helps youngsters stay the course and slowly rise 
up the occupational ladder. Once they have a foot in the system, they have resolved 
the major social crisis afflicting other youngsters – of not getting their first job (Kraak, 
2013).

These NGO ‘intermediaries’ working in the youth labour market are making a significant 
impact, suggesting that micro-level interventions that help build the appropriate bridging 
‘social capital’ between young job-seekers and local employers who are convinced by the 
NGOs to open up entry-level jobs to these ‘novice’ workers constitute an important way 
forward in the youth sector. These NGOs facilitate the entire transition from education to 
work and provide after-care to ensure that employers remain satisfied with the performance 
of their newly appointed novices (Kraak, 2013). These organizations are what Evans calls 
‘embedded’ – they are situated in local communities and work to resolve specific local 
problems. They have intimate, locally situated expertise (Evans, 1997: 183).

SSCs would significantly further the cause of training employed workers and unemployed 
youth by partnering with these NGOs and giving explicit support to their method of job 
placement, mentoring and after-care. Kraak (2013) indicates that this does not happen 
currently. The NGO successes in skills development described above have occurred 
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despite a lack of government interest and without SETA support and finances. Closer 
relations need to be built between SETAs and NGOs in future.

Provide a mobilizing ‘vision’

Lead intermediary agencies such as the SSCs need to provide entrepreneurial vision which 
can act as ‘focal points’ around which private sector decisions can be made and 
coordinated. This ‘visioning’ includes activities such as indicative planning, detailed industry 
studies, the encouragement of private actors to form collective associations such as value 
chains or regional clusters, and the continuation of ‘dialogue’ amongst private actors 
themselves to forge a common vision (Crouch, Finegold and Sako,1999: 174; See also 
Chang, 2004: 170).

Operationally, visioning would extend to the formulation of a Sector Skill Strategy, and then 
its ‘marketing’ and best-case ‘branding’ in the sector to win employer and state buy-in. The 
Strategy must be a ‘living’ document that informs the actions and ‘dialogic voice’ of the SSC 
staff. It must reflect the real demand-side needs of employers and have full state support. 

Form partnerships

The institutional nexus necessary to perform all of the above functions and achieve all of
the above goals is the formation of partnerships, especially between: SSCs; post-school 
education and training institutions, particularly the FE colleges; employers and their 
sectoral/business chamber associations; experts and their professional associations; as 
well as state agencies and NGOs working in the employment and labour market fields. The 
SSCs need to play a leadership role in initiating these partnerships and in so doing, 
unleash this vast collective of education and training provisioning.

WHAT HAPPENS IN REALITY

The eleven functions outlined above are ideal-type and best-practice. In a less than perfect 
world with several factors constraining ideal conditions from emerging, an intermediary 
body such as a SSC operating in a specific sector and region should nonetheless aim to 
perform a subset of these functions appropriate to the sector’s context, budget and other 
constraints. Similarly, not all staff will be expected to be expert in all of these functions. 
However, some form of specialized division of labour should exist in a SSC to allow some 
of these diverse functions to occur – for example, a ‘Research Department’, a ‘Brokerage 
Division’, an ‘Employer Training Customisation Centre’, and so forth. It goes without saying 
that a small component of staff will need to be doing the routine ‘compliance’ paper work 
around the approval and processing of funding for the training undertaken.

However, the reality of the work of many SSCs globally (especially in the Anglo-Saxon 
world) is quite the opposite practice. As shown in this report in the review of the UK VET 
system (Chapter Three), performance by staff in the British SSCs is seen to be 
bureaucratic, compliance-oriented and target-fixated. The huge managerial paper overload 
in this rule-obsessed skills system has resulted in a significant distortion of outcomes, with 
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many unintended consequences and perverse effects. Steer et al (2007) use Stephen 
Ball’s concept of ‘policy trajectory’ which outlines the pathway of policy from its original 
intended purposes through to its eventual roll-out and implementation. Much of the original 
intent of policy is lost because of policy ‘mediation’ and even resistance by stakeholders 
such as civil servants, college lecturers and SSC staff – who might be opposed to the 
original intents of the policy:  

Each of these types of interactions lead to policy being mediated in particular ways, giving rise to the 
possibility that the way in which a policy lever was intended to operate becomes distorted or even lost 
in the processes of its translation. This leaves room for a range of responses by the professionals 
charged with implementing government policy and may lead to unintended consequences or perverse 
outcomes of policy (Steer et al, 2007: 6).

Steer et al provide examples of some of the unintended consequences and perverse 
outcomes in the UK context. British VET policy has for many decades focused on 
performance targets with the aim of encouraging cost effective delivery. However, a 
problem with this approach has been that it has led to a greater focus on short-term labour 
market needs rather than the longer-term skills required by individual firms and the local 
economy. In addition, the pressure to deliver on performance targets often ‘carries the risk 
that training providers would cut corners and even manufacture outcomes’ to reach the 
required target levels (Steer et al, 2007: 7-8). 

Resistance to top-down policy imposition is an often occurring unintended effect. Steer et al
argue that there has not been much evidence that lower-level practitioners mechanically 
respond to top-down policy levers in simple and predictable ways. They outline examples of 
‘translation' - institutional level responses to policy that can either ameliorate or exacerbate 
the impact of policy levers. They provide the example of institutional managers who may 
'shield' their staff from the worst excesses of bureaucracy or hide their concerns about the 
possible effects of policy (2007: 22). The authors note other instances where institutional 
staff ‘strategically’ and even 'ingeniously' comply with the demands of external policy 
levers, whilst acting in accord with their own professional values and judgement (2007: 23). 
These forms of policy resistance are likely to be more common than previously 
acknowledged in the literature given the high degree of institutional failure in the UK SSC 
system (Lanning and Lawton, 2012: 37-38). 

The discussion in Chapter Three outlined the way in which the UK VET and SSC system 
had evolved into a statist system dominated by civil servants, with government imposing 
national skills policy frameworks on employers without their consent and buy-in. Lanning 
and Lawton (2012: 3) argue that the failure to engage employers has led to an over-
reliance on centralised state-led programmes and institutions to fill the gap. Ashton agrees 
and sees the work of the SSCs as being perpetually trapped in needing to respond to the 
national policy agenda of government and its targets and unable to respond to the real 
‘demand’ requirements of employers (Ashton, 2006: 7, 10). Concurring with this 
observation, the 2011 Wolf Commission in the United Kingdom, although reviewing the 
wider VET system (and not just the SSCs) made the following observations regarding the 
statist UK VET model:
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The priority must be to move vocational education away from the sclerotic, expensive, centralised and 
over-detailed approach that has been the hallmark of the last two decades. Such a system inevitably 
generates high costs, long delays and irrational decisions…. The major causes are the complex, 
expensive and inflexible regulatory system created by successive governments, and the perverse 
incentives created by current funding and accountability mechanisms. (Wolf, 2011: 21, 45).

These descriptions of a statist model in the UK resonate strongly with descriptions of 
conditions in the South African skills system. The SETAs too are highly dependent on and 
weakened by the top-down instructions they receive from government. They too operate at 
a huge ‘arms length’ from the real training needs of employers. A number of additional 
factors (including the fear of maladministration and corruption) have spawned a massive 
system of regulatory paperwork and an unhelpful ‘compliance’ culture in the SETAs and 
government departments involved with education and training. Although these regulations 
are very unsuccessful in curbing fraud and corruption, they are very successful in restricting 
the creative energies of dedicated public servants and SETA staff in cumbersome and 
duplicative bureaucracy. 

WHAT IS TO BE DONE? THE NEED FOR PROFESSIONAL TRAINING

There are several pertinent lessons here for the South African SETA system. Unlike the 
successful Netherlands and Singaporean skills systems, and the case studies of the USA 
workforce development system, South Africa does not exhibit many of these successful 
features. The SETA system lacks an effective ‘labour market intelligence’ research system. 
Staff in the SETAs lack sectoral expertise. Senior leaders are not trained in ‘brokerage’ 
skills, Few creative partnerships between the SETAs, colleges, NGOs, government and 
industries have arisen. In the place of these best practice possibilities, bureaucratic 
compliance defines the work of the South African system. 

The lack of staff development in the FET college and SETA sectors is a major weakness of 
the South African skills system. There is no ‘VET Institute’ dedicated to the professional 
training of staff in the FE College and SETA sectors. Indeed, the Green Paper on Post-
School Education (DHET, 2012) recognises this problem and has proposed the 
establishment of an ‘Institute for Vocational and Continuing Education and Training’. The 
Green Paper states that ‘there is clearly a need for an institution to support the FET 
colleges and the development of the skills system’. It argues further that a ‘number of 
countries have such institutes which function very effectively to the benefit of vocational 
training’ (DHET, 2012: 34). International comparative analysis is currently being undertaken 
by DHET about these different models to inform the development of South Africa’s own 
VET Institute. This research has not yet been publicly released.

The Swiss system of VET professional development

In the absence of DHET research, the next section briefly highlights the best-practice role 
of the Swiss system of professional development of educators in the FE College and 
training systems in that country. Switzerland’s Federal Institute for Vocational Education 
and Training (SFIVET) is perhaps the ‘ideal-type’ system around which the South African 
variant could be modelled. This is because the primary focus of SFIVET is the professional 
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development of VET teachers and trainers. Switzerland is also best-practice because of the 
size and quality of its VET system, which comprises a large part of senior secondary 
schooling and professional higher education. Switzerland stands out as the European 
country with the lowest proportion of students going on to academic university study and 
one of the highest proportions of young adults achieving a vocational university 
qualification. Upper secondary education is divided into two streams, a vocationally 
oriented one which attracts more than two-thirds of pupils and a general education stream 
which comprises the balance – one third of the pupil cohort (Kiener and Gonon, 1998).

In addition, universities of applied sciences (UAS) provide practical education and training 
at university level. The UAS enrol holders of the Federal Vocational Baccalaureate 
(equivalent to our Grade 12 and NCV Level 4 certificates), allowing them to acquire 
university level qualifications (Weber and Kull, 2009: 32). The seven public UAS institutions 
were launched in 1996 through a large scale merger of engineering, economics and 
management colleges. They provide education and training in several key fields such as:
technology, business, design, social work and art (Weber and Kull, 2009: 32).

The primary mandate of SFIVET is the professional development of VET teachers and 
trainers in the senior secondary vocational schooling system and in the UAS sector. 
SFIVET is also committed to the improvement of VET pedagogy and VET curriculum in 
Switzerland. SFIVET offers three types of professional development qualifications – a 
certificate, degree and Masters programme in VET:

 Certification programmes: Basic training certification programmes are intended for 
VET professionals at upper-secondary vocational school level.

 Degree programmes: SFIVET has a degree programme to prepare VET teachers 
for careers in the upper-secondary vocational schooling and tertiary-level UAS 
sectors. These degree programmes are based on: the experience that SFIVET staff 
have gained working with day-to-day VET practitioners; the knowledge generated by 
its R&D division; and the know-how of VET professionals who teach and train in the 
field. The content of the degree programme is updated on an ongoing basis.

 Master of Science: SFIVET's Master of Science in Vocational Education and 
Training is unique in Switzerland's education landscape. Students undergo intensive 
training to prepare for the growing challenges associated with VET-related 
developments at both national and international levels. Graduates of the MSc in VET 
programme are able to take on important managerial tasks and make valuable R&D 
contributions to the Swiss VET sector. 

CONCLUSION

This chapter has tried to outline a very dynamic role for the SSCs and their staff – of 
engaging a vast collective of organizations, each of whom have a strong interest in 
contributing to skills development. The ‘learning firm’ stands at the centre of this
institutional nexus. The process of engagement is highly interactive, focused largely on 
encouraging wavering employers to upskill their workers and shift their firms up the value 
chain. The process is very interactive and collective: comprising activities such sharing 
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information; forming or working within networks and partnerships; undertaking brokerage; 
developing a leadership who can provide the sector with a mobilizing ‘vision’; meeting 
employers training and upskilling needs; and placing successful trainees in real jobs. 

This sense of ‘collective purpose’ with its associated networking or partnering ‘modus 
operandi’ was never developed at the launch of the SETAs in 2000 in the South Africa. In 
its place, the newly appointed SETA personnel were rapidly drawn into a ‘compliance’ 
model of managing the levy-grant system – based on rules designed by the state and 
comprising a massive paper overload. At no stage was a comprehensive model of 
‘collective engagement’ designed within the SETA sector, especially between the core 
members – employers, public training institutions and specialist NGOs working in the 
sector. And to make matters worse, the promise of a professional development model for 
VET staff working in the SETA and FET College sectors has not materialized despite been 
raised regularly over the past decade. Now is the time to make appropriate changes to the 
modus operandi of SETAs so that they can work more pro-actively with the wider 
institutional collective around skills (as discussed throughout this chapter). Now is the time 
to set up a VET Institute with the powers and capabilities of training VET staff to the 
appropriate (Masters) expertise levels. 
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Chapter Nine:

Conclusion 

Implications of the International Literature for South Africa: Future Policy Options

The discussion here presents an overview of the international literature on VET and SSCs 
globally. It is structured in three parts. The first part examines the larger structural and 
institutional ‘background’ conditions which shape VET systems globally. The second part 
looks at various ‘operational’ requirements of effective SSC systems. The final section 
examines the policy lessons that can be learnt by South Africa from the Brazilian 
experience.

KEY SYSTEM FEATURES 

SSCs are only one component of much wider VET systems. Their effectiveness is shaped 
by the effectiveness of the wider system, and in particular, their relationship with the public 
FET college sector.

As indicated in the Introduction and Chapter One, there are distinctive global typologies 
which provide accounts of differing routes to building skills development regimes in the 
world. The international literature outlines four typologies of skills regime using two 
dimensions: (1) the degree of firm involvement in the provision of initial VET; and (2) the 
degree of state commitment to vocational training. The four typologies are:

 The market model (for example, the UK and South Africa)
 The corporatist/collectivist model (for example Germany and the Netherlands)
 The developmental state model (for example, Singapore)
 The state-dependent market model (for example, Latin American countries such as 

Brazil)

South Africa is trapped in a market-led model of skills development similar to the UK. 
Breaking out of these historically dependent Anglo-Saxon routes of development is not 
easy and requires substantial systemic change. For example, the ability to ramp-up skilling 
outputs requires state institutional capabilities and employer buy-in which are currently not 
present in South Africa as they were in the developmental state routes of Singapore and 
South Korea.

There are other institutional and structural factors which emerge historically and which have 
a great bearing on the shape of the VET system in each nation state globally. The most 
important of these factors is the precise institutional balance between the two most 
important demands on the VET system:

 To provide pre-employment initial vocational education and training (IVET) schemes 
for young people
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 To provide continuing vocational education and training (CVET) for adult employed 
workers.

South Africa has struggled to succeed in this ‘dual’ challenge of VET provision. The Further 
Education (FE) Colleges are the primary means of providing IVET in South Africa, yet 
throughput rates are extremely low and real work experience opportunities limited. 
Similarly, continuing VET opportunities are dependent on the efforts of employers to 
provide customised training for employed workers, or to enrol existing workers in higher 
level learnerships. The numbers put through these opportunities over the past decade are 
disappointingly low. 

A policy mis-diagnosis – the need for a demand-led system

The dominance of supply-side responses in countries such as the UK and South Africa 
have received considerable criticism in the VET literature recently because the vast 
investments in building the supply-side architecture (including SSCs and the National 
Qualifications Framework [NQF]) have not produced an equivalent outcome with respect to 
increased numbers of skilled people. 

This critique argues, firstly, that it is the product market or competitive strategy of a firm that 
determines a firm’s demand for skill – and certainly not national government’s supply-side 
skills policy. Secondly, the way in which this competitive strategy shapes the utilisation of 
skills on the factory floor is determined by  the choices made by firms with respect to: (1) 
the technologies they choose to use, and (2) their management of production systems and 
their choices with regard to the adoption of high performance work practices. Improvements 
in skill are not sufficient on their own to move a company’s product market strategy up the 
value chain, as this requires investments in capital equipment, product development and 
managerial innovation.

The shift to knowledge intensity

An important tendency in the economic innovation process globally is the shift towards 
greater knowledge intensity in production – where the basis for new economic rents is not 
so much found in the material production sphere as it is in value-adding activities such as 
design, branding and marketing. Tangible resources such as land, technology and capital 
have become increasingly widespread. Because of this, the new competitive advantage lies 
with the intangible resources of firms. This development has impacted across the globe in a 
highly uneven way, with intangible activities such as design, R&D, branding, marketing, 
logistics and financial services being concentrated in the industrially developed countries 
and tangible activities (actual production) being contracted out to a large band of middle-
income developing countries such as China, India, Mexico, South Korea and Singapore.
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Learning in the firm

A key focus of interest in the critique of the dominance of supply-side approaches is the 
role played by ‘learning’ within the capitalist ‘firm’ in the new global economy. This is 
because the greatest value-added in production is increasing generated by the dynamic 
capabilities of firms and their ability to absorb new technologies and work organisational 
techniques, introduce new processes and product, and operate in newly diversified fields of 
the economy. 

All of these developments have important ramifications for skills development. Skills 
development in this new context is not only derived on the supply side in terms of 
increasing the stock of working people with new or upgraded qualifications. It is more 
importantly derived on the demand side in terms of the way in which human capability, 
once achieved through education and training, is utilised and deployed in the workplace. 
The tacit knowledge of production workers, and the strategic design, engineering and 
management skills of middle to senior employees deployed at the enterprise level are the 
key determinants of economic success in today’s knowledge-driven economy. 

Local and regional initiatives

Although the supply of skilled labour is important, it is the way in which production 
processes are organised and institutionally supported within localised networks that is 
crucial. There are a number of important factors underpinning the formation of firm 
networks in a local economy, cluster, industrial district or region. Firstly, firms benefit from 
localised external economies (pools of labour skilled in a particular industry, or the 
existence of specialised competent suppliers in the vicinity). Secondly, proximity between 
firms in the same industry reduces transaction costs. Thirdly, the division of labour between 
a large number of small, specialised firms, located close together, facilitates innovation, 
collaborative technological development and collective learning. These firms benefit from 
informal institutions and conventions that create high levels of trust and social capital.

The model of workforce development in the USA has inspired many policy planners 
regarding alternate models of VET. In the USA today, there are over 600 local workforce 
investment boards and 3000 one-stop-shops which provide a range of employment, 
training and social services. They operate in decentralised settings and often join 
partnerships across state-level agencies responsible for economic development and 
educational operations. This has entailed partnerships with non-profit organisations such as 
charitable foundations to help finance and deliver specific skills programmes.

The OECD has given this focus on local and regional economies its full support. A key aim 
of the OECD initiative in jobs and skills is to promote job creation on a scale which can 
begin to reduce the high unemployment levels experienced currently, particularly amongst 
post-school youth. Skills development is increasingly being viewed by the OECD as a key 
component of local economic strategies aimed at creating new jobs through the facilitation 
of firm restructuring to increase productivity as well as through the creation of new jobs in 
the ‘green’ economy.
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Community colleges

Community colleges in the USA, over the past 15 years since the passing of the Workforce 
Investment Act in 1998 have been aggressive and entrepreneurial in working with firms to 
provide customized training for incumbent workers and new entrants. Many colleges have 
created separate administrative divisions that offer non-credit courses to adults seeking to 
improve their skills. These divisions engage in a wide range of entrepreneurial activities 
with firms such as business support and product improvement. 

Community Colleges have ‘enviable locational assets’ because of their regional distribution 
in the states and their ability to provide job training and placements for cluster firms. Also, 
sector strategies are designed to serve hard-to-reach populations at the lower end of the 
wage scale. The colleges have a regional and local infrastucture that can reach these at-
risk communities. 

OPERATIONAL FEATURES OF EFFECTIVE SSC SYSTEMS

The discussion now shifts from the highly abstracted macro level of ‘background factors’ to 
examine specific operational issues regarding how SSCs interact with other institutions 
when doing their work. The international literature suggests a number of pre-conditions for 
SSCs to attain best-practice status operationally. 

A collective process

The first operational condition in attaining best-practice is to accept that skills development 
occurs within a ‘collective of institutions’ interacting with each other. Firm ‘learning’ in the 
local and regional economic development literature has a two-fold definition:

a) Learning is interactive and context dependent. Thus successful learning is the 
outcome of interactions and relationships between firms and/or other institutions 
within favoured regions

b) Learning is a collective process between firms, vocational education institutions, 
other workforce intermediaries and branches of the state at local and regional level. 

If the mandate of a particular SSC is to shift a collective of firms in a specific locality, cluster 
or region towards making decisions about training, then this process needs to be 
recognized as a collective institutional process, and not one done individually or by firms 
acting alone – which is the ideological philosophy underpinning the approach of the neo-
Liberal UK VET system. Rather, it requires the collective consensus and contribution of all 
the players involved in the up-skilling process – the workers themselves, their trade unions, 
their employers, education and training institutions, NGOs and local and national 
government agencies. This institutional collective needs to sit around a table and broker 
agreements about training. 

Getting this institutional nexus to function collectively in the best interests of skills 
upgrading (as described above) is no easy task. In fact, an opposite set of practices are 
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more evident. The key agencies involved in this institutional nexus do not find it easy to 
work with each other. This includes government departments at (federal, state and local 
levels) and other quasi-government agencies, employer associations, trade unions and 
education and training institutions. All of these institutions operate in different ways. In 
South Africa, there is little evidence of collective behaviour among employers, unions and 
education and training providers. 

Ramping-up

Successful VET and SSC systems are not haracterised by the sporadic or incremental 
growth of VET. Rather, countries such as Singapore and the Netherlands have witnessed a 
major ramping-up of VET in the past two decades, especially tertiary VET (applied higher 
education) alongside a strong emphasis on moving up the global production value chain. 
This shift witnesses the end to the previous emphasis on vocational secondary education. 
Tertiary level VET is now the educational pre-requisite for success on today’s global 
markets.

In addition to the growth of tertiary vocational education for young people who have not 
been formally employed before (Initial VET), tertiary vocational education in the 
Netherlands and Singapore has also grown because of the expansion of continuing VET 
and polytechnic higher education. Social partners (employers and unions) decide through 
collective bargaining agreements to commit to training. In the Netherlands, after such a 
decision, a sector-based Training and Development Fund is then levied in the sector to 
fund such in-firm training. Many of these employed workers study along pathways which 
end up in professional higher education. Professional higher education – applied or 
polytechnic higher education - comprises 62 percent of all post-school tertiary training in 
the Netherlands. There is a similar prioritisation of applied tertiary education in Singapore. 

It is a strange contradiction that as the Netherlands, Singapore, Finland, and the Republic 
of Ireland – just to mention a few countries - consciously chose in the 1990s to grow their 
polytechnic sectors and developing large numbers of highly skilled intermediate-level 
labour, South Africa chose to do the opposite by dissolving and reducing Technikons and 
failing to control ‘academic drift’ which has seen supposedly technical institutions seeking 
to mimic the academically-oriented research universities over the past two decades. 

The need for ‘partnership and alignment’

There is no doubt in the international literature that the central feature of a good SSC 
system is strong partnerships between the SSCs and the further education college sector. 
The success of the Dutch model is highly illustrative of this point. The 1996 WEB Act in the 
Netherlands provided an entirely new institutional architecture for VET. The Act devised a 
set of interactions between SSCs and colleges which would ensure a far more effective 
‘system alignment’ and complementarity than was the case previously. The new 
institutional elements that were introduced by the Act included:
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 A system of 17 sectoral bodies called ‘Knowledge Centres’ (Kenniscentra) were 
established along the line of broad economic sectors. The Knowledge Centres play 
a crucial role as the ‘starting point’ for the design of national vocational qualifications. 
Employers play a key role in designing ‘job profiles’ of the skills needed in the 
economy. These occupational standards then serve as the basis for creating new 
qualifications which are taught by the Regional Training Centres.

 The creation of 43 Regional Training Colleges (ROCs) formed out of the merger of 
hundreds of local training colleges. These colleges manage the ‘school-based’ 
learning of senior secondary vocational education. All students (work or school 
based) follow the same qualifications that are designed by the Knowledge Centres. 

At the heart of the success of the Dutch system is strong ‘SSC-college’ alignment. All of 
these institutions operate smoothly in sychronisation with each other, creating a highly 
aligned institutional environment for skills development. In contrast, the separation of 
functions and the silo politics which characterized relations between the former South 
African Departments of Education and Labour within the wider VET system in South Africa 
is a good example of ‘contradiction’ rather than ‘alignment’ occurring within the SSC 
system.

Acknowledging ‘differentiated production systems’

There is consensus in the SSC literature that production regimes in different sectors vary 
widely and require diverse sets of skills. Therefore, a ‘one-size-fits-all’ imposition of a single 
national training strategy on all sectors is an inappropriate policy intervention. 

Additionally, it is accepted that employers have a very big role to play in any SSC system 
because they control these very diverse production regimes across the differing sectors of 
the national economy. Their buy-in and input is critical to the success of the SSC system. 

However, this ‘asymmetry of role’ needs to be governed very carefully so that the buy-in 
and participation of other players – especially unions and NGOs – is preserved. 

It may be useful to think of ‘differing production systems’ as the key organizing devise for 
SSCs rather than the idea of ‘sectors’, for a number of reasons. Firstly, a focus on differing 
production systems allows for a different grouping of sectors than is currently the case. We 
can re-organIse sectors according to common (or different) production regimes. For 
example, the National Industrial Policy Framework in South Africa published in 2007 
defined the following broad clusters of common production processes:

 Natural-resource based sectors
 Medium technology sectors (including downstream mineral beneficiation)
 Advanced manufacturing sectors
 Labour intensive sectors
 Tradable services sectors 
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The Netherlands system of SSCs appears to be a hybrid model (see Table 9.1), combining 
sectors with common production processes, but also highlighting new priority areas such as 
the ‘green’ sector, previously neglected sub-sectors such as the ‘care, welfare and sport’ 
sectors, and priority areas in terms of moving up the value chain (for example, electrical 
engineering, environmental technology, health technology and transport logistics.  

Traversing this ‘hybrid’ route in identifying distinctive clusters of production systems may be 
more useful than imposing the bureaucratic outlines of the Standard Industrial 
Classification (SIC) system to define the national SSC system as has been the cased in 
South Africa. 

Recognising differentiated production regimes within the SSC system – and not imposing a 
single national system of skills onto all sectors - is certainly a reform which may win more 
employer buy-in but it also needs a ‘social compact’ with workers and trade unions who 
need to agree to the training commitments made by employers and state agencies in each 
sector. 

Table 9.1: The 22 Knowledge Centres (SSCs) in the Netherlands 
SSC name Sector
Aequor Green sector
Calibris Care welfare and sport
ECABO Economic administration, ICT and safety
Fundeon Construction and infrastructure
GOC Graphic and new media education
Innovam Vehicle, body and bike technology
KCHandel Wholesale, retail and international trade
Kenteq Electrical installation, metal and mechanial engineering, distribution 

engineering, refrigeration and ICT
Kenwerk Catering, bakery, travel, recreation and facility management
KOC Nederland Personal care
PMLF Process management, environmental technology, laboratory 

technology photonics
Savantis Decorating and maintenance, advertising and communication, 

cleaning and window cleaning
SH&M Woodwork and home furnishing
SVGB Creative technology, health technology and crafts
SVO Fresh produce and food
VOC Bodyworks
VTL Transport and logistics
Source: City and Guilds, 2012: 65

Getting employers to commit to work placements

The issue of work placements is another key issue across most VET systems. In the Dutch 
VET system, probably one of the best in the world, there are nearly 900 Knowledge Centre 
officials working to ensure that employers are accredited to perform the critical on-the-job 
induction training role within the firm. There are over 200 000 firms accredited to do this 
training in the Netherlands – a staggering commitment by employers to offer young workers 
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job placements as compared with the weak interest in doing so amongst UK and South 
African employers.

Expertise of SSC staff

The international literature on VET unpacked five inter-related core functions that are 
required of staff working in the SSCs. These five core functions are:

1. Research skills on employment and skills trends: A key requirement for effective 
SSCs is research skills on labour market employment trends. A dedicated unit of 
staff within the SSCs must have the appropriate capabilities to produce and interpret 
strategic national and sectoral labour market information by building up strong 
centres of employment and skills research expertise.

2. Possessing sectoral expertise: Lead intermediary agencies such as the SSCs need 
to provide entrepreneurial vision which can act as ‘focal points’ around which private 
sector decisions can be made and coordinated. This ‘visioning’ includes activities 
such as indicative planning, detailed industry studies, the encouragement of private 
actors to form collective associations such as value chains or regional clusters, and 
the continuation of ‘dialogue’ amongst private actors themselves to forge a common 
vision.

In addition to labour market information, SSCs need to have intimate knowledge of 
the sectors they operate in. More specifically, a dedicated unit of core staff members 
in each SSC need to have considerable expertise of the economic sector they work 
in, the problems faced, and the solutions needed – both in terms of skills 
development, but more broadly, in terms of moving up the sectoral value chain. This 
requires personnel in the SSC who have both theoretical knowledge of the sector, 
but also practical working experience in the sector. 

In South Africa, the problems with the SETAs are similar to those in the UK. 
Research and sectoral expertise are absent in the sector skill bodies. Most staff 
employed by the SETAs have no industry experience – most come with prior 
experience of working in the school system and the adult education system. 
Unfortunately, knowledge of formal schooling is an insufficient preparation for the 
demands of working in an economic sector. 

3. Forging partnerships through ‘brokering’: The role of boundary spanners is to 
establish networks as mutually trusted lynchpins between social groups. Boundary 
spanners help overcome informational asymmetries, establish a common set of 
expectations, and facilitate goal adjustment. They have the capacity to bring 
together unlikely partners, break through red tape, and see problems in new ways 
which defy conventional wisdom. 

‘Brokerage’ is a related function: that of brokering deals among conflicting members 
and of possessing an acute understanding of the interdependencies between
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problems, solutions and organizations; an interpersonal style that is facilitating, 
respectful and trusting; and a drive to devise solutions that make a difference to 
solving problems on the ground.

‘Brokerage’ is often required where public policy requires a defined set of social 
partners to work together and collaborate - but something which is at odds with their 
normal governance routines. Certain stakeholders are difficult to bring on board, for 
example, small enterprises. They tend (at least initially) to stay away from the 
collective activities of employer associations because they have few resources to 
contribute to industry development, workforce management and skills. 

Brokerage and boundary spanning requires ‘dialogic capacity’. Dialogic capacity is 
born of the ability to promote problem-solving discussions among members. 
Informed discussion allows groups to overcome informational gaps because it allows 
them collectively to brainstorm and to devise solutions no member would have 
imagined individually.

The institutional nexus necessary to perform all of the above functions and achieve 
all of the above goals is the formation of partnerships, especially between: SSCs; 
post-school education and training institutions, particularly the FE colleges; 
employers and their sectoral/business chamber associations; experts and their 
professional associations; as well as state agencies and NGOs working in the 
employment and labour market fields. 

4. Customizing training programmes: SSCs need to be able to ‘tailor’ training 
programmes to meet employer’s specific needs. In the USA, many community 
colleges have dedicated ‘Centres of Excellence’ which focus solely on building 
relationships with employers and developing these customised programmes. 

These centres usually target a specific industry which is important to the host state’s 
economic development strategy. For example, Washington State Community 
College has several Centres of Excellence focused on Applied Health; Aerospace 
and Advanced Materials; Manufacturing Clean Energy; Information and Computing 
Technology; International Trade; Transportation and Logistics; Marine Manufacturing 
and Technology.

5. Offering job-placements and aftercare: Another key function of intermediaries 
operating in the labour market (such as the SSCs but also several types of NGO) is 
to identify work-based placements for trainees where they can acquire real work 
experience. In the case of young ‘out-of-school’ trainees, such work placements are 
crucial in acquiring their ‘first-job’. Work placements are the key mechanisms 
whereby students from colleges, polytechnics and private vocational training centres 
gain first time employment. However, accessing the ‘first job’ is a major societal 
problem in every country. Employers are biased against young trainees who do not 
have practical workplace experience. They prefer to employ adult workers who 
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already have experience of work. In this vicious cycle for young people, many 
struggle to find full-time employment.

Creating new jobs is not a function purely of the free market mechanism responding 
to increased demand for the products and services of firms. The owners and 
managers of firms have significant choice in the decisions they make with regard to 
the deployment of new technology and the volume of new labour taken on board. In 
short, new job opportunities must be volunteered by employers both in the private 
and public sectors – opportunities which currently are not being made available in 
sufficient numbers. 

NGOs working at the interface of employers and young unemployed people can 
make a difference. They provide very structured links from the training site into work 
and permanent employment. NGO staff play a crucial ‘go-between’ role by 
approaching prospective employers for support to host short-term work-experience 
internships and to recruit trainees for longer-term employment. They continually 
gather information on the world of work, and adapt their training strategies as 
demand conditions change. This is in direct contrast with state efforts, whose 
agencies such as the SSCs (at least in the UK and South African contexts) work ‘at 
a distance’ and build few linkages with employers and potential jobs. 

The initial pre-employment support from the NGOs is most often combined with 
significant career and personal counseling after initial employment take-up. The 
NGOs play a critical alignment role here, of clarifying for young employees what is 
required of them in the workplace. SSCs should partner with these NGOs and giving 
explicit support to their method of job placement, mentoring and after-care. 

LESSONS FROM BRAZIL

Brazil provides a very different perspective on all of these issues – but shares many of the 
constraints suffered by South Africa’s economy and skills system. Brazil is primarily a 
market-led economy, but it has also had a history of strong state intervention, firstly during 
the Vargas Presidency in the 1930s and 1940s when import-substitution industrialisation 
(ISI) policies first started, and then again the 1960s and 1970s, when the military junta 
aggressively promoted ISI. 

Nonetheless, Brazil is still a market-led economy, and this is reflected in its training system. 
On the positive side, a strong employed-led system of vocational training was begun in the 
1940s and still operates today. It is known as the ‘S-system’ because all its many bodies 
have names starting with the word Serviços (services). During the 1940s, with the surge 
towards industrialization in Brazil, employers decided they wanted control over the training 
of skilled and semi-skilled workers. The government agreed that employers’ associations 
would do the training funded by a 2.5% levy tax on payroll. The first institution launched 
was SENAI which trained industrial workers. Over time, the SENAI model grew to most 
other Brazilian economic sectors, with SINAR being the last to form in 1992 for the 
agricultural sector. The S-system has been exported to most other Latin American 
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countries over the past 6 decades and is a distinctive feature of education and training in 
that region.

With a longer history than the more contemporary SSCs in the other case studies, the 
Brazilian S-system today still provides training of high quality. However, its weakness is 
that it trains employed workers and new young entrants, but not workers in the informal 
economy, who make up the major part of the Brazilian national economy. The S-system is 
also independent of the state, and cannot be used as easily by the state to steer industrial 
and R&D policies, as has been the case in Singapore. In general, apart from the S-system, 
employers in Brazil do not have a legacy of up-skilling their employees and seeking paths 
to higher value-added production. The continued export of natural resources with minimum 
beneficiation taking place does not require this gear change in skilling. 

The upshot of all of this is that Brazil still suffers from a large pool of untrained workers in 
both the formal and informal sectors, with both local and multi-national employers not doing 
much to ramp-up education and training rates. Brazil therefore shares this human capital 
constraint with South Africa in terms of future economic growth. The Lula era had a 
significant impact on schooling, with attendance rates growing significantly after the 
introduction of the ‘Bolsa Familia’, a social grant paid to poor parents and linked to the 
school attendance of their children. As in South Africa, almost 13 million Brazilians 
benefited from these grants. However, the Lula era has not changed vocational education 
provision significantly, and the S-system is still the dominant tool.

The most troubling lesson learnt from Brazil however, is its failure to reduce the high levels 
of social inequality in that country – as is the case in South Africa. Although there have 
been obvious gains made by Lulismo, the grim reality is that the deeply unequal character 
of Brazilian society has not changed much since 2002 when Lula came to power. The 
positive achievements under Lula are too small and ultimately insignificant to truly
overcome the deeply-rooted inequality within Brazilian society. This reality is true for South 
Africa as well – real structural changes across economic, social and educational 
inequalities are difficult to attain. VET policies have played a minimal role in this regard.

LEARNING FROM THE ‘NEGATIVES’ OF INSTITUTIONAL FAILURE

The UK VET Literature provides several lessons for South Africa, particularly the extent to 
which its own SSC institutions have failed. The extent of failure comprises the following 
elements:

1. Lack of employer buy-in: The international literature on SSCs argues that the most 
important determinant of SSC success is employer ownership of the system. 
Employers must be able to influence the system especially with regard to 
determining skill needs and then the subsequent allocation of finances to address 
those needs. 

Many SSC models are based on employer voluntarism including Australia, the UK 
and South Africa. Statutory obligations to train are imposed on employers by the 
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state via a levy-grant system. Overall, employer engagement is weak, and 
employers do not own the SSCs. Rather, control rests with a very ‘centrist’ state and 
its public officials who drive the SSCs. In such a supply-side model, education civil 
servants oversee the development of curricula within the VET system. Employer 
participation is minimal and passive.

2. Massive bureaucracy: the SSC system which has evolved in the UK (and South 
Africa) is civil servant dominated, with government imposing national skills policy 
frameworks on employers without their consent and buy-in. These supposedly 
employer-led bodies are largely funded by the state, have their strategic objectives 
set by the state and are expected to help deliver the state’s skills policy. This 
genesis makes it difficult for many of the SSCs to engage with employers in the 
sector. Many SSCs lack the resources to become powerful sector bodies. The 
strong focus on skills as the solution to weak productivity, low wages and poor 
progression opportunities has led to an over-reliance on the state to fill the gap left 
by the market and it has overplayed the ability of skills policy alone to achieve 
economic competitiveness and social justice. 

The obsession with targets has also had negative effects. Targets are generally 
national in orientation, and are not sufficiently calibrated to take regional or sectoral 
differences into account. They therefore have the effect of imposing ‘one-size-fits-all’ 
solutions onto all sectors.

New Labour in the UK context introduced a plethora of government agencies with 
which employers were required to liaise. This has proven to be a major obstacle to 
participation. Compliance entails a truly staggering amount of submission writing, 
documentation, data recording and data returns required of employers receiving 
public funding for workplace training. Imposed annual targets merely compound all 
of these problems of compliance.

Excessive micro-managing of the work of intermediary bodies such as SSCs creates 
an unnecessary set of ‘quango’ bureaucracies with lots of red-tape. Government 
needs to learn to devolve key responsibilities to intermediary bodies such as the 
SSCs and to allow them to do their work.

3. VET qualifications have no real purchase in the labour market: NVQs have no 
real purchase in the UK (or South African) labour market. Much of this has roots in a 
deeply entrenched set of class, ideological and institutional prejudices against the 
value and prestige of vocational education. This antipathy in the Anglo-Saxon world 
for the vocational has spilled over into the labour market, where graduates with 
vocational qualifications are not guaranteed high levels of employability and 
earnings potential. The poor image of VET has rubbed off on the institutional image 
of further education colleges and SSCs which are the main conduits for vocational 
education in the UK and South Africa.
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ENDOWMENT FUND

Singapore possesses a highly innovative tool within its SSC system – the Endowment 
Fund. Such a fund could be easily adopted within the South African context. For example, if 
an endowment fund of R10 billion were to be achieved, this would allow dedicated 
expenditure off the interest earned of at least R1 billion on education and training priorities 
each year into eternity. The Endowment Fund should be housed in the Treasury. Given the 
findings of international best practice outlined in this report, the South African endowment 
fund could support the following forms of ‘steering’:

1. Employer-initiated workforce investment schemes (as show-cased by the USA 
workforce investment boards) – entailing real demand-side up-skilling efforts and 
ramping-up beyond what was accomplished in the past. It requires new training 
beyond the 1% levy and the company’s contribution to its own training needs -
otherwise these schemes would become ‘deadweight effects’ for the state who 
would end up supporting training that would have been done anyway. Where 
employers come together of their own choice and agree to upskill, they should 
qualify for state support. 

2. Jointly–agreed and jointly-steered training partnerships in priority areas – particularly 
those between colleges and employers (as in the Dutch case) and in local and 
regional settings (as outlined in Chapter Six). These agreements should constitute 
the core of the public system of VET.

3 State-funded initiatives in support of the socially excluded: these include training 
support for unemployed youth who are not currently in any form of education or 
training; workers in the rural and informal sectors; and members of small and micro 
businesses. These are all instances of market failure, and the state needs to 
harness the best policy minds across education, employment, development and 
industrial policy to find strategies that work for these otherwise excluded 
communities.

CONCLUSION

The South African skills system – like the UK system – is not working effectively, and 
requires considerable reform. As indicated above, structural reform is not easily achieved in 
societies with gross social inequalities. This is because the vast social disparities, 
quantitatively, are too wide to be easily overcome in three or four decades – as was the 
case in Singapore. Secondly, government’s inability to drive an effective industrial policy, 
and its acquisence to the needs of powerful business elites in the highly profitable financial 
and mining sectors (in Brazil and South Africa) means that the structure of the economy 
does not change, manufacturing exports and labour-intensive sectors do not grow, leading 
to the failure of these two countries to move up the value chain towards higher value-added 
manufactured exports and expanded employment. The economic status quo remains, with 
largescale social inequality. Change in the skills system alone will not bring about the 
upskilling and educational ramping up discussed above – it will require a far wider set of 
complementary policy reforms in education and training, labour market and employment, 
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industrial and innovation policies (as was the case in Singapore and the other East Asian 
development states). This is the route that South Africa must travel.
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