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1. Introduction

This paper was developed under the auspices of the Human Resource Development
Council as part of the work of the Task Team reviewing ways in which skills
development (including all occupational training at the different levels of the post-
schooling system) could better align with the needs of the economy. The imperative for
this review was driven by the reality that, despite high levels of investment in skills
development over the last decade, there continues to be a strong argument that South
Africa suffers certain challenges with respect to the supply of skills as well as an absence
of an alignment between national growth imperatives and skills development activities.
The risks associated with a poor supply of skills are a common theme in the range of
planning frameworks that govern strategies for economic growth including ‘The New
Growth Path’ and IPAP2. The weakness of the schooling system, combined with limited
opportunities for quality post-school education and training, places increasing risk on
the country’s ability to generate a sustainable skills base and threatens to contribute to
low levels of job creation and high unemployment. As a result, the economic growth
strategies indicated above are, by implication, under threat.

To address these challenges it is widely argued that effective skills planning will enable
improved matching of skills demand and supply: that government simply needs to adopt
a coherent and coordinated approach to skills planning to ensure that critical areas of
skill supply can be addressed. Recently, the Minister of Higher Education and Training
has committed, in his delivery agreement with the President, to the establishment of “a
credible institutional mechanism for skills planning” (Output 5.1) that provides the basis
for integrated forecasting and planning that address the skills pipeline as a whole within
the context of a long, medium and short term set of imperatives.

However there are real debates about what a coherent approach to skills planning is:
and what type of planning can be effective given the myriad of factors that can impact on
the demand for skills that are outside of the control of the skills system, such as the
value of the rand, the global economy, changes in technology and so on. The result of
these factors is that employer take up will invariably be unpredictable. There are also
concerns that even if determining the skills demand was possible, it can only be
addressed if it is coupled with a clear strategy of building the capacity of providing
institutions and the allocation of incentives to support and steer sufficient levels and
quality of provision.

In the South African context skills-planning is currently driven at a sectoral level,
through Sector Education and Training Authorities (SETAs) with, at best, varied degrees
of success.

The primary concern with this planning process is that SETAs are expected to develop
5-year Sector Skills Plans, which are reviewed and updated annually. While some SETAs
undertake detailed labour market surveys and analyses, the capacity of most SETAs to
adequately profile the skills demands (both current and future) in their respective
sectors is limited. Over-reliance on employer-level data at a sectoral level promotes
reactive approaches to immediate skills demands rather than proactive strategies for
addressing skills demands for the future, a problem which is compounded in some
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sectors by the questionable accuracy and scope of this employer-level data (much of this
derives from the Workplace Skills Plans and the Annual Training Reports which will be
discussed in more depth in this paper). As a result, skills-planning is concerned
primarily with meeting immediate scarce and critical skills shortages rather than future
demand. This is reflected in the following definition: “scarce” skills [refers to] those
occupations for which employers cannot find or retain appropriately qualified and
experienced people, i.e. with appropriate occupational competence and “critical” skills
[refers to] those occupations for which employers can find and retain qualified and
experienced people who require some additional training or up-skilling to attain
appropriate occupational competence.!

These scarce and critical skills are aggregated and drive target-setting across
occupational groupings and inform the 5 year SSP despite the fact that, as indicated,
they tend to be immediate needs which may change in the medium term and certainly in
the longer term.

There is then a secondary problem which is that, even if demand was being accurately
quantified through the SSP development process, there is insufficient translation of this
analysis of skills demand into the supply sector: in many cases, SETAs are working with
individual education and training providers in an ad-hoc manner on specific projects,
and there is no system to explore with all relevant public FET and HET providers the
demand that is emerging and the implications for supply. Nor is there a clear distinction
made between the skills that could be developed in the short term and those that
require a 5-7-time horizon. Further, this demand is not aggregated across the economy,
except through the development of a consolidated list of skill shortages, and therefore
education institutions are not able to consider how to meet these varied needs in a
comprehensive manner and in terms of what is possible in the short, medium and long
term, and government is unable to build and support appropriate capacity development
in providers. And lastly, there is little understanding of the ways in which the different
steering mechanisms relate to each other and how they enable provision to be
supported and guided taking into account the different time frames as indicated.

This fragmented, reactive approach to planning is not conducive to enabling providers
(the suppliers of skills) to begin to meet the medium or longer-term skills supply
demands necessitated by the various economic growth strategies outlined in the NGP or
IPAP II. The key challenge, therefore, is to develop a useful framework for
understanding skills demand in the context of South Africa’s projected economic growth
trajectory and to conceptualise the necessary institutional conditions, as well as short
term steps towards meeting these conditions, so that the system begins to meet this
demand at least in the medium and long term.

1.1 Methodology Employed

1 A Guide for Identifying & Addressing Scarce & Critical Skills in the Mining & Minerals Sector,
MQA, p. 11
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This paper relies primarily on a secondary review of literature both international and
national papers, reports and articles (a full set of references is contained in Annexure A).
It is noted that in doing the review, and this is with respect to the international review,
there was a reliance on reports produced by key organisations, which operate at a
national or regional level. This means that there are some countries which have only
limited information about them as these were not available to the team, there are also
only a limited number of external evaluative reports and as a result this could mean that
some of the papers do not sufficiently address challenges related to their chosen path.
These limitations are taken into account in this report and serve to temper the way in
which learning has been extrapolated from the literature.

2. Locating demand within a context: Choosing a skills path

It is generally accepted that an effective supply of skills is essential to economic growth:
“Skills are key elements contributing to the prosperity of nations and to better lives for
individuals. That is why countries have invested heavily in skills over the past decades. For
workers, skills mean employability and social mobility. For society, skills represent a major
component of its productivity, competitiveness and innovation.” 2

In order to maximise this investment in skills development, much effort has gone into
attempting to plan skills supply against the demands of the labour market: “if the
demand is unsatisfied, skills bottlenecks impede growth and development. If the supply is
not absorbed, unemployment and waste of scarce resources ensue (Johansen and Adams
2004 17-18).3

More broadly, however, skills’ planning is invariably linked to the economic and social
trajectory of a country, particularly as planners generally view skills as a critical tool for
poverty alleviation, reducing unemployment and achieving social cohesion* This
requires linking skills planning to wider employment and economic development
strategies, as well as with other social welfare policies, and balancing the demand for
globalised skills with the particular demands of the country concerned. In this way,
skills become a driver for improved productivity and growth rather than simply being
reactive to the changing demands of the labour market.

This requires countries to make bold decisions about the particularly skills trajectory
that is required to address some of the fundamental ingredients of productivity and
growth. It has historically been argued in South Africa, particularly by the National
Union of Metalworkers, as well as internationally, that ideally, South Africa should be
working towards a high skills equilibrium which is characterised by constructive
collaboration between the state and the labour market with a common goal of achieving
optimal levels of productivity and growth across all sectors of the economy. Other
literature supports this argument stating that that this approach will result in “an
economy with a wide distribution of workforce skills where these are fully utilized to
achieve high productivity across a wide range of sectors, at the same time producing high

Z http://etf.europa.eu/web.nsf/pages/PR]_2011_WP11_40_17_EN

3 Improving Technical Education and Training Strategies for Asia, Asian Development Bank,
2004, p.41

4 King and Palmer (2010)
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wage rates and relative income equality.” (Green, 2001: 64) However, others argue that
driving a high skill trajectory can disadvantage those who are already most in poverty,
many of whom seek to enter the economy with relatively low level of education and
skills. This perspective therefore argues that there is an imperative to drive a
combination high skills / low skills route, given the deep inequities in SA.

The next section considers the rationale for skills forecasting, taking particular note of
the issues pertaining to skills shortages and then considers the approaches to
determining demand and planning against these forecasts.

3. Assessing demand — considering the rationale and role of forecasting
models

This section considers the rationale for determining demand and the way that this has
evolved and then describes the forecasting models that are applied in different contexts.

3.1 Rationale for determining demand

The original rationale for trying to develop a planned provision approach emerged from
the need to understand changing employment structures in the United StatesS, so as to
try and secure jobs for soldiers returning from World War II. Simultaneously, Europeé
also began to undertake similar experiments linked to post-war reconstruction in
Europe.

Since, then, many countries have seen the broader value of achieving some certainty in
relation to the supply of skills and provide a range of reasons for why they undertake
skills planning. 7 However the primary reason given for undertaking exercises to
determine demand is to try and avoid skills shortages.

Significant research has been done to try and pin down the concept of ‘skills shortage’,
on the assumption that having a common understanding of the concept enhances the
development of solutions. In her paper for the Australian National Centre for Vocational
Education Research on ‘What is a Skills Shortage?, Professor Sue Richardson of Flinders
University offers the following definitions of skills shortage:

Level 1 shortage: There are few people who have the essential technical skills who
are not already using them, there is a long training time to develop the skills and
training providers are stretched to capacity.

Level 2 shortage: There are few people who have the essential technical skills who
are not already using them, but there is a short training time to develop the skills
and training providers are able to expand their provision.

Skills mismatch: There are sufficient people who have the essential technical skills
who are not already using them, but they are not willing to apply for the vacancies
under current conditions.

Quality gap: There are sufficient people with the essential technical skills who are
not already using them and who are willing to apply for the vacancies, but they lack
some qualities that employers consider are important. 8

5 This work was initially pioneered by the United States’ Bureau of Labour Statistics.
6 The OECD Mediterranean Project

7 http://etf.europa.eu/web.nsf/pages/PR]J_2011_WP11_40_17_EN, p. 3

8 What is a Skills Shortage?; Sue Richardson, NCVER, 2007, p.9
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The paper argues that the level 1 shortage is of greatest threat to employers as it is the
most difficult to fix in the short term, and addressing level 1 shortages will require
longer-term planning and a strong and sustainable institutional landscape, whilst in the
case of a level 2, the labour market can most probably address the shortages within a
relatively short space of time, if training providers are able to respond timeously. A
skills mismatch may relate more to labour market issues such as levels of remuneration
or conditions of service and therefore may require another form of intervention than
training. Similarly, the quality gap would need to be understood so as to determine
which intervention would be most effective. It is suggested that this is where the skills
equilibrium literature can offer some important insights - there could be no skills
shortages in an economy in which employers rely on low skilled workers doing low
wage work - but this does not that there is no shortage of skilled workers in that
economy. That is why planning is about much more than skills shortages, rather skills
planning should be seen as secondary to broader industrial development and social
welfare policies.

An ability to predict skills shortages, and the nature of these shortages, is considered
critical to enabling government and employers to plan to either avoid the shortages
(ideally), or to develop an alternate strategy to address these. Creating an environment,
which is conducive to addressing skills shortages in the long term, must therefore be a
complementary strategy for any economic growth or industrial strategy. Employers are
more likely to invest in new technologies, leading to increased productivity and growth,
when they know the skills required to implement those new technologies will be readily
available.

However, the literature® cautions that, in designing interventions to address shortages,
government must take into account the myriad of approaches that employers may adopt
to address these shortages, including changing the nature of the technology that is used
in the workplace or adjusting wages to attract skills, which leads to labour market
imbalances. Alternatively, employers may fill positions with individuals who are not
adequately trained because it is cheaper than trying to recruit skills externally in the
labour market. In all of these cases it may mean that reactions, which focus on skills
training may result in an over-supply of skills. This emphasises the risks associated
with short-term reactions to perceived skills shortages.

Limitations to determining demand

Despite some of the caveats already indicated about the limitations of planning for
shortages, countries continue to place emphasis on the importance of trying to
understand demand, and as a result different countries have developed a range of
approaches to skills projections and planning. In developing countries, indicative type
manpower planning was used in command economies, while more general labour
market assessments have been undertaken in market economies.!® In most countries
though, skills planning has evolved over time and has moved away from the more
mechanistic approach, which involved ‘indicative planning’ with varying degrees of state
involvement to a more flexible approach. These different approaches are considered in
more depth within this paper, but what is clear is that even with the various adaptations

9 Skills Shortages: concepts, measurement and Implications. Working Paper No. 52. Centre for
Economics of Education, Monash University, Shah and Burke, 2003. p.8

10 Adapted from Annex A: Rationale for Conducting National Occupational Projections and how
they are Typically Undertaken, R. Wilson, in Developing a National Skills Forecasting Tool for
South Africa, HSRC, 2004, p. 6
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to and refinements of skills forecasting approaches, many countries are realising that
there will always be limits to accurate skills forecasting:

“Creating reliable forecasting models is very challenging, since the demand for skills
depends on numerous factors, many of which are difficult to predict, such as
technological progress, global economic conditions, and government policies — which
in turn depend on voting behaviour. Where forecasting models have been evaluated,
results show that forecasts can provide useful indications on overall labour market
trends, but at the level of specific occupations projections are often unreliable”
(Neugart and Schémann, 2002; Sexton, 2002; Barnow, 2002; Richardson and Tan,
2007).

“VET programmes often take some years to complete so there is a time lag between
the decision on the number of students starting each programme and when VET
graduates enter the labour market. In Denmark, for example, students are accepted
into a VET programme two years before they start their apprenticeship and four
years before they are ready to enter the labour market. Many employers find it hard
to predict their future requirement for recruits. Empirical evidence shows that
students also find it hard to predict which kinds of jobs are going to be in demand in
the future (Borghans, Grip, and Heijke, 1996).”11

Concerns such as those expressed above were explored in a 2008 seminar held by Skills
Australia and the Academy of Social Sciences in Australia to look at the labour market,
the formation and use of skills and future skills requirements2. As part of this seminar,
Professor Sue Richardson of Flinders University presented a paper on demand
forecasting and its use in planning skills supply, in which she gave some of the reasons
why it was difficult to link forecast demand and supply:

e There is only a modest link between qualifications and occupations (and even
with respect to the latter there are real debates about whether these
projections can be reliably established - see below).

e Many skills taught in the VET system do not need a long period to learn, so we
can wait to observe increasing demand, rather than try to forecast it.

e Finally it was observed that markets do not work well when both demand and
supply are unresponsive to changes in wages or other costs of employment.13

The seminar proceedings also highlight concerns raised by Richardson about whether it
is even in employers’ interests to accurately forecast demand:* “According to
Richardson, when planning for training, excessive emphasis is placed on what employers
say they want, whereas more attention should be paid to students’ preferences. It is in
employers’ interests always to have more of any given skill available: their views cannot be
expected to take account of the personal and social costs of oversupply of particular skills.
Richardson was critical of attempts in the past to forecast the need for training places: she

11 Learning for Jobs: OECD Reviews of Vocational Education and Training Initial Report; Simon
Field, Kathrin Hoeckel, Viktéria Kis and Matgorzata Kuczera, OECD 2009, p. 38

12 Seminar proceedings covered in ‘The Labour Market, Skills Demand and Skills Formation; Phil
Lewis, Occasional Paper 6/2008, Skills Australia and The Academy of the Social Sciences in
Australia Canberra 2008’

13 The Labour Market, Skills Demand and Skills Formation; Phil Lewis, Occasional Paper 6/2008,
Skills Australia and The Academy of the Social Sciences in Australia Canberra 2008 p.4 & p.6

14 The Labour Market, Skills Demand and Skills Formation; Phil Lewis, Occasional Paper 6/2008,
Skills Australia and The Academy of the Social Sciences in Australia Canberra 2008 p4
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made the point that, at the moment, we can’t measure skills (and we may never be able to);
instead we measure qualifications”,

There is also a concern that in many countries skills planning is geared to the formal
private sector, and it is noted that little cognisance is taken of planning for the informal
economy (possibly because of how complex this would be), where new employment
opportunities predominate in developing countries.

However, while these limitations are highlighted, it is noted that that in some specific
areas, such as health care and education, forecasts may play a more central role. In these
areas forecasts of demand are linked to relatively stable demographic trends, and the
state tends to be the dominant employer. However, even in these areas, increasingly,
international migration interrupts the relation between national training and labour
supply - for example the international migration of nurses and teachers.15

Concluding comments
Despite these reservations it is fair to say that most countries still use some form of

skills forecasting or developing projections, with the understanding that there are limits
to the process. These perspectives are captured in the table below:

What projections can do16 What projections can’t do

e Assist in making assumptions about the e Projections can’t provide sufficient

future explicit and transparent; information for mechanistic manpower
e Assist in enforcing systematic and planning (that is it cannot accurately
logical thinking; predict the number of individuals
e Act as a focus for intelligent, critical needed with a particular qualification)
debate; or even in the medium term it cannot

provide a clear sense of what the
occupation will look like (and therefore
what the qualification should include);

e [t cannot provide precise indications of
education and training requirements.

A related point that was made in a paper commissioned by the Government of Northern
Ireland is that, “while such [occupational forecasting] models have become increasingly
accurate over time, ..., it is stressed that for occupational forecasts to be of value, precision
is less important than the ability of the data to be interpreted and made use of by a range
of interest groups.”17

15 Learning for Jobs: OECD Reviews of Vocational Education and Training Initial Report; Simon
Field, Kathrin Hoeckel, Viktéria Kis and Matgorzata Kuczera, OECD 2009 p. 38

16 Adapted from Annex A: Rationale for Conducting National Occupational Projections and how
they are Typically Undertaken, R. Wilson, in Developing a National Skills Forecasting Tool for
South Africa, HSRC, 2004, p. 11

17 An Assessment of International Trends in Occupational Forecasting and Skills Research: How
Does Northern Ireland Compare?; Seamus McGuinness & Jessica Bennett, Priority Skills Unit, The
Economic Research Institute of Northern Ireland (ERINI), 2008, p.ii
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4. Different methodologies used to understand demand

The previous section highlighted the point that the art and science of skills forecasting
has a long history, and that there has been, and continues to be, a heated debate about
the possibilities and limitations of skills forecasting. This section considers some of the
methodologies that have been employed in trying to anticipate future skills needs in
ways which are meaningful to the economy and to suppliers of skill (principally
education and training providers). It emphasises that in all of these approaches, there
has been a systematic, and increasing, investment in data collection and monitoring,
which has primarily been funded by the state.

In a review aimed at analysing both empirical research and peer-reviewed analytical
articles on anticipating labour market needs, the Canadian Council of Learning identified
two main approaches to occupational forecasting: workforce projection and labour
market analysis (signalling). They indicate that workforce projection produces longer-
term federal and provincial forecasts, while labour market analyses (LMA) identify and
continually adjust to current regional and short-term trends. They provide further detail
regarding each of these approaches and state that Workforce Projections, “...... are
commonly used at the federal level to provide long-term estimates (Van Adams, Middleton
& Ziderman, 1992). However, estimates are only as good as the “plausible assumptions” on
which they are based. Because there are many unforeseeable factors that may affect the
economic growth of a country (and the labour needs this growth produces) the quality of
forecasts tend to decrease as the length of the forecasting period increases (Campbell,
1997a). Projections in terms of sectoral change, on the other hand, are often reasonably
accurate. The difficulty here appears to be translating the accompanying skills change into
a profile that can be used to inform decisions and policies regarding looming training and
education requirements (Psacharopoulos, 1991)”.

They then continue to say that, on the other hand, Labour Market Analysis, “......uses
“signals” to forecast future labour and education requirements. These signals are available
via newspaper job listings or from the provincial and public employment and social
insurance services that collect information about job openings, placements and
unemployment rates. These resources provide a wealth of data which, if analyzed, may
offer insight into current shortages or surpluses of workers. This approach can be limited
by the fact that the data gathered from newspaper listings and public employment services
are not generally available in a form that can easily be analyzed, and are unlikely to be
complete since many jobs are not posted and many unemployed do not register with public
services. Other types of signals include employer and household surveys, enrolment data
and tracer studies, all of which tend to be restricted by region and population.”8

This Canadian study clearly differentiates between approaches used to generate long
term forecasts and those used to generate information used in the short- to medium-
term: this theme will be returned to later in this paper.

In general terms, most countries use a combination of quantitative and qualitative
methods to forecast skills needs: in Annexure B to the HSRC’s publication on
“Developing a National Skills Forecasting Tool for South Africa”, Wilson outlined the
main approaches to skills forecasting which are currently in use internationally:

18 Is it Possible to Accurately Forecast Labour Market Needs? Canadian Council on Learning,
2007 p. 3
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Quantitative Methods19

Qualitative Methods

Skills audits

Mechanistic/extrapolative techniques
More complex time series models
Behavioural/econometric models
Survey of employers’ opinions

Delphi

techniques
expert opinion)
Case studies

Focus groups
Holistic modelling approaches
Scenario planning

(consultation of

In the main body of the report, the HSRC provides a table which indicates the
advantages and disadvantages, in their opinion, of these different approaches20:

Approach Advantages Disadvantages
Formal, national level, Comprehensive Data hungry
quantitative,
Consistent Costly
model based projections
Transparent Not everything can be
quantified
Quantitative

Ad hoc sectoral or
occupational studies (using
a variety of quantitative
(model based) and
qualitative tools)

Surveys of employers or
other groups, asking about
skill deficiencies and skill

gaps

Focus groups/round tables
and other Delphi style
methods

Strong on sectoral specifics

Direct “user/customer”
involvement

Holistic

Direct “user/customer”
involvement

May give a misleading
impression of precision

Partial

Can be inconsistent across
sectors

May be very subjective
Inconsistent

Can too easily focus on the
margins (i.e. current
vacancies) rather than skill
gaps within the current
workforce

Non-systematic
Can be inconsistent

Can be subjective

19 Adapted from Annex B: Labour Market Projections: A Review of International Best Practice, R.
Wilson, in Developing a National Skills Forecasting Tool for South Africa, HSRC, 2004, p. 11
20 Developing a National Skills Forecasting Tool for South Africa, HSRC 2004, p. 6
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This debate about methodology is also reflected in a paper presenting research
undertaken by the ILO in support of a G20 Skills Strategy which reinforces some of the
limitations of certain types of methods and state that:

“Quantitative analysis based on labour market information is good, but reliable only
when complemented by qualitative information from employers and workers.”?1

As a consequence, most countries use a combination of quantitative and qualitative
approaches to maximise the advantages and overcome the disadvantages of the specific
approaches. Some examples of these approaches are described in Annexure A to this
document.

Data Sources and Financing

In looking at the different approaches utilised by various countries in forecasting skills,
it is also important to understand what data sources are utilised in the various
approaches, who does the forecasting and who pays for the various studies. The
Department for Employment and Learning in Northern Ireland commissioned “An
Assessment of International Trends in Occupational Forecasting and Skills Research:
How Does Northern Ireland Compare?” The Priority Skills Unit of the Economic
Research Institute of Northern Ireland undertook this study in 2008 and a summary of
these findings is presented below. Detailed findings of the country research from this
study are presented in the table provided as Annexure B to this report.

Data sources utilised:

Of the 14 countries included in the 1
analysis, 10 used the Census, usually in
conjunction with Labour Force
surveys, for skills forecasting.
Employer surveys are also increasingly
used, with only one country, Sweden,
relying exclusively on questionnaires

OCRLRNWHARUIOVIO OO

for forecasting skills needs. Australia
undertakes a number of sample &@ 0&5 o&eﬁ 67’@ & &o‘*‘ Y
surveys, which are used together with Q}é & o F g
the Census data. Almost all countries K >
(with the exception of Sweden) utilise '
two or more data sources in &4 \3;00
developing their forecasts, with q;ﬂ%

Germany using seven and France using <

SIX.

Who does the forecasting?
In the main, forecasting is undertaken by independent research agencies, some of which
are associated with Universities (Australia, Austria, Netherlands). Where government
does the forecasting, this tends to be in specialist units or research committees. In
general, responsibility for forecasting is highly centralised (although data sources
utilised may be more decentralised) - it is only in Canada, France and Sweden that there
is evidence of forecasting being done at a national and regional/state level.

21 A Skilled Workforce for Strong, Sustainable and Balanced Growth: A G20 Training Strategy
P.21-22
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Who pays for the forecasting?
In all cases, national government or government agencies pay for the forecasts. In a few
countries, there is financial responsibility for regional governments or agencies. In the
Netherlands, responsibility is split across three Ministries and a number of agencies.

Concluding comments

It is clear from the international literature review that some form of skills demand
analysis may be useful but that there is a recognition that there is a need to undertake
this analysis in a more flexible manner and to take into account the limitations of these
forecasts. Further, there is a need for the methodologies employed to be appropriate to
both time (short-, medium- or long- term analysis) and to sector (public vs private
sector employment trends, specifically). A combination of quantitative and qualitative
techniques seems to be the preference for getting more detailed sector-specific results.
This makes forecasting a resource-intensive activity. Government has a central role to
play in funding these analyses, particularly in relation to more long-term, quantitative
forecasts, but that expertise in conducting the analyses may lie in specialist institutions.
In addition, the employer voice needs to be incorporated into these analyses in order to
get a more accurate reflection of demand (notwithstanding the caution around the often
reactive nature of this demand.) It is also clear that a more nuanced, sectoral approach
needs to be adopted, and even that there may have to be some geographical (urban-
rural) differentiation in relation to these analyses.

5. Considering ways in which skills forecasts assist in shaping supply

This section considers the ways in which the forecast data informs planning for supply
and the mechanisms that are used to then steer the supply in accordance with this. In
undertaking this analysis it is noted that given the critiques outlined in the previous
section about the difficulties related to predicting demand, there is a need to be cautious
about the extent to which skills planning can inform supply: for this reason alternate
ways of ensuring that supply meets demand are provided in the following section.
However, regardless of the limitations, the approach of trying to forecast demand and
using this as a basis for planning is continued:

“[The] issue of meeting skills needs is located in a market that has three main sets
of actors: employers, current and future workers, and government and its agencies.
In an ideal context, the market should balance supply and demand, with employers
and workers investing in skills to the level that meets their respective needs as
judged by the respective returns of productivity gains and wage increases.
However, training markets are imperfect, as training systems are subject to other
demands and interventions, and productivity and wage levels are also influenced by
other factors. Therefore, virtually all countries have some form of government
intervention, frequently in conjunction with industry partners, in their national
training or skills development systems”.22

Planning Supply against Forecasted Demand

This section begins by considering the models used for planning supply against
forecasted demand. It then offers a description of other approaches used internationally

22 Matching supply of and demand for skills: International perspectives; Jack Keating, National
Centre for Vocational Education Research (NCVER), 2008 p. 6
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to try and ensure that supply meets demand. In considering supply, the paper takes the
approach that an effective skills strategy should incorporate “all learning systems
necessary for a country to perform and sustain that performance” (Lynham and
Cunningham, 2006: 27). The skills strategy should also provide incentives that enable a
country to attract and retain high-level skills.

As stated, many countries still undertake elements of supply planning, despite the
difficulties of accurately forecasting demand. A table23 provided in Annexure C looks at
five variations of models to plan supply, drawing on the experiences of seven different
countries. The table addresses some of the advantages and disadvantages of each of the
models. This table is summarised as follows:

e That there is a continuum of approaches to supply planning which ranges from a
highly centralised approach to one that is entirely de-centralised and market
driven, and between these two extremes there are various mixed models, with
greater to lesser degrees of state involvement.

e [t can be seen that the choices made by countries are largely dependent on the
degree of state involvement in economic planning, with centralised economic
planning generally matched by centralised skills supply planning. In less
centralised economies the State’s role in planning supply is largely restricted to
that of co-ordination and resourcing. There are some exceptions to this, for
instance, in the Guangdong (China) example it can be seen that the planning of
supply is left to manufacturing enterprises which liaise directly with what are
termed the ‘key schools’ (providers). Thus the close relationship between the
enterprises and the schools is the mechanism intended to ensure that the
schools produce graduates with the specific skills that these enterprises require.

e The analysis of the advantages and disadvantages of these examples suggest that
a key aspect of planning supply is that there is a need to ensure that provision
responds to a changing economy. The examples suggest that where systems are
too rigid in their approach they find it hard to adapt to changes as they evolve
and that a lack of responsiveness can in part relate to an overemphasis on
occupational competence rather than general education which enables workers
to adapt to new technologies and changing needs.

e The case studies also highlight the extent to which tertiary education is viewed
as the most effective response to the imperative to meet demand with little focus
on strengthening VET. This approach is not one that supports improved equity
or social inclusion.

e Further it can be seen the employer ‘voice’ plays a role in planning supply: even
where their steerage role is more limited, such as in Singapore.

23 The first five countries in the table synthesised from Ibid p. 18-26; and Governance and
architecture of Australia’s VET sector: Country Comparisons; Mark Cully, Brian Knight, Phil
Loveder, Ron Mazzachi, Suellen Priest and Sian Halliday-Wynes, National Centre for Vocational
Education Research (NCVER), 2009 p.26. The remaining two have been drawn primarily from
OECD Reviews of Tertiary Education: Korea, W. Norton Grubb, Richard Sweet, Michael Gallagher
and Ossi Tuomi, OECD, and OECD Review of Tertiary Educations: Country Background Report
for Czech Republic, Centre for Higher Education Studies, Ministry of Education, Youth and Sports,
Czech Republic.
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A final point, not emerging from the case studies but from the literature, is that there is
also evidence that some countries are trying to consider ways in which to build a
balanced skills strategy starting with a detailed understanding of the ‘skills ecology’ of
the environment (simply put, the development of a reliable understanding of skills
supply and demand in the labour force amongst local actors). This is highly dependent
on the ability to gather reliable disaggregated data, and often requires that the strategy
find innovative ways to stimulate both supply and demand, and an identification of
priorities. In this context planning for the delivery of training in response to the skills
ecology depends on the particular policy approach of the country concerned both with
respect to driving growth and job creation in local areas, as well as with respect to the
skill trajectory that has been selected for the area.

Steering provision using this information

Once these plans have been developed countries use a range of mechanisms to steer
provision. An adaptation of an article, from the NCVER,24 suggests the following list of
mechanisms:

e Regulation

e Allocation of public training funds

e Incentives for individuals and enterprises, such as individual learning
accounts that encourage investment in training, taxation incentives for
individuals and enterprises, and training levies on enterprises

e Incentives that enable a country to attract and retain high-level skills.

e Innovations in funding systems which allow decisions to be made with
respect to the workplace component of the programme as well as the
modality that is used to deliver the programme

e Qualifications systems that are designed with the intention of influencing
the investments made in training by individuals and enterprises.

e Joint financing of programmes (An OECD report argues that for VET beyond
secondary level there is a need to share the costs between government,
employers and individual students according to the benefits obtained)

e Involving employers and unions in curriculum development and skills
standards setting.

e Social welfare systems that enable people to take time out of the labour
market, as opposed to having to take the first job they get offered, as this
makes people more likely to invest in attaining specific skills and makes the
chance of a good match more likely.

e  Social provision of early childcare and general education.

Some of these approaches are also used when detailed demand analyses are not

undertaken, and these other methods of ensuring that supply meets demand are
considered in the following section.

Concluding Comments

24 Matching supply of and demand for skills: International perspectives; Jack Keating, National
Centre for Vocational Education Research (NCVER), 2008 p. 7
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Despite the limitations of demand forecasting, it can be seen that most countries still
undertake some form of supply planning, ranging from highly centralised to almost
entirely market based. The defining feature in relation to the type employed, and indeed
the mechanisms used to steer provision, is largely dependent on the degree of state
involvement in economic planning, and its ability to respond in a flexible manner. It can
also be seen from the country exemplars that the degree of supply planning engaged in
may vary, depending on which, and how, sectors are being actively promoted based on
economic demand, which further supports the argument for a more nuanced, sectoral
approach to both demand and supply planning.

6. Approaches to ensuring that supply meets demand

As countries start recognising the shortcomings in skills forecasting, and the dangers of
taking a too structured approach to skills supply, different methods are being
introduced to try and ensure that the workforce is equipped with the skills for the jobs
of today and of tomorrow.

One approach is suggested in the comments made by Lord Leitch in his review of the UK
skills development system:

“The Review’s analysis shows that previous approaches to delivering skills have been
too ‘supply driven’, based on the Government planning supply to meet ineffectively
articulated employer demand. This approach has a poor track record - it has not
proved possible for employers and individuals to collectively articulate their needs or
for provision to be effectively planned to meet them. Employers are confused by the
plethora of advisory, strategic and planning bodies they are asked to input to. Under
a planned system, the incentives are for providers to continue doing what they have
done in the past so long as that meets the requirements of planning, rather than
responding flexibly as demand changes. As a result, less than 10 per cent of employer
training is in further education colleges.

Recent reforms in England have attempted to develop a more ‘demand-led’ system,
responding to demand rather than trying to plan supply. Train to Gain provides
flexible training, designed to meet the needs of employers and employees. Providers
only receive funding if they effectively meet the needs of their customers. The
Employer Training Pilots show that this approach leads to provision that better
reflects the needs of consumers, increasing relevance, higher completion rates and
value for money.

The Review has concluded that this sort of approach must be embedded across the
system so that providers only receive funding as they attract customers, rather than
receiving a block grant based upon supply-side estimates of expected demand.
Building a demand-led system is the only way in which to increase employer and
individual investment in skills and ensure that increased investment delivers
economically valuable skills.”25

The above speaks to a changing role with respect to the way in which an employer led
approach is applied and introduces a focus on student preference. This resonates with
the findings represented in a report of the OECD2¢, through their ‘Learning for Jobs’

25 Leitch Review of Skills: ‘Prosperity for all in the global economy - world class skills’ December
2006 Executive Summary and Foreword, p11

26 Learning for Jobs: OECD Reviews of Vocational Education and Training Initial Report; Simon
Field, Kathrin Hoeckel, Viktéria Kis and Matgorzata Kuczera, OECD 2009, p.32
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programme, which suggests that providers of education and training can ensure better
responsiveness to labour market demand for skills if they “provide a mix of VET
programmes that reflect both student preferences and employer needs.” These two
approaches are detailed in this paper as follows:

e  “Student preference: In this model, students choose their courses freely, and the
VET authorities adjust provision to meet demand, regardless of whether those
courses provide skills needed by the labour market.

However, they argue that students are limited in their choices by the extent to which
employers are willing to offer workplace training, thereby giving the employers a
greater voice in what programmes are offered.

e Market determination: When workplace training is a necessary element in
provision, students aim to choose their courses and programmes, but they are
limited to those where employers are willing to offer workplace training. So the
mix of provision is determined by the balance of supply and demand in a market.”?’

However, there are strong caveats made with respect to these approaches. That is, the
‘student preference’ option should be viewed with some caution in a country like South
Africa, where, due to poor career guidance and limited funds for post-school education
and training, many students make very uninformed choices about their careers:
students may simply take opportunities where they can find them, and for which they
can secure funding, rather than on the basis of a considered choice about future job or
career prospects. Further, the extent to which there are workplace opportunities may be
related to the requirements pertaining to offering certain workplace opportunities, for
example demanding health and safety requirements, which increase supervision costs,
and therefore responding to these demands, may mislead provision. In addition, as
highlighted extensively in this paper employer demand is often based only on
immediate needs rather than the medium to long term needs of the economy and this
means that these opportunities may at best be a useful signal of short term but cannot
guide the system overall. Instead the need to ensure funding and capacity for public
providers to develop programmes, which could address medium term and longer-term
imperatives, may need to be considered.

This section considers the ways in which countries have sought to introduce this
flexibility and responsiveness in the provision system so as to ensure that supply meets
demand.

National Qualifications Frameworks

Many countries perceive the establishment of an integrated national qualifications
framework, together with associated national assessment systems, credit transfer
schemes and recognition of prior learning as critical to ensuring relationships between
higher education and VET systems, validating non-formal and informal learning and
promoting access and inclusivity. There are increasing attempts (United Kingdom,
Ireland) to tighten frameworks, and there is also a move underway to establish a
European-wide National Qualifications Framework, to both strengthen country
frameworks and ensure portability of qualifications across country borders.

27 Ibid
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Clear and simple qualifications frameworks are seen as critical in helping “employers to
understand the value and level of a qualification and facilitate the match between
employers and potential employees. At the same time, a multitude of qualifications and
titles complicates the hiring process for employers and has little value for the individual in
the labour market. Such is the case, for instance, in countries where a plethora of
vocational qualifications means little to employers because the value of those
qualifications is not transparent.”28

However, there are numerous critiques of the extent to which NQFs can do much more
than play the role of an organising framework and it is suggested that improved access,
credit recognition and transfer and articulation across bands of education and training
have far more to do with funding and other policies as well as a general improvement in
the quality of education and training than with an NQF. 29

Ensuring that the qualifications and programmes offered enable flexibility

Discussions around the NQF (as per the previous section) talk to the increased
understanding that there is a need to limit the number of qualifications so that there is
an understanding of these qualifications, what they mean and how they relate to each
other. Research also suggests that there is also a need to ensure the generic nature of
qualifications so as to enhance flexibility, as this is considered key in responding to
rapidly changing labour market needs: “Employers themselves often do not know their
hiring requirements 3 to 6 months in advance. This puts a premium on flexibility. Perhaps
the chief means to build in system flexibility is to delay vocational choices and defer
specialization until the later stages of training, when immediate market demands become
clearer.”30

This perspective is supported by the view, cited in a paper released by the ILO in
support of a G20 Skills Strategy, which suggests that, given the complexity of skills
forecasting, there is a need to develop an alternate approach to dealing with demand by
improving the mobility of existing workers as well as new entrants. This paper also
argues that this can be achieved by ensuring that qualifications and therefore
programmes should be more generic in nature and should develop generic skills rather
than on trying to ensure that there skills planning is entirely accurate. They suggest that
this approach could be combined with short training, programmes, which address more
immediate needs. This view is elaborated on below:

“Experience from various countries provides important lessons on the limits of skills
forecasting: crucially, that it is better to focus on providing adaptable core,
transversal skills, and especially on building the capacity to learn, than on planning
training to meet detailed forecasts of technical skill requirements, because these
may change before curricula can adjust. Shorter training courses, which build on
solid general technical and core skills, can minimize time lags between the
emergence of skill needs and the provision of appropriate training. "31

28 Towards an OECD Skills Strategy; OECD, 2011 p.21

29 The implementation and impact of National Qualifications Frameworks: Report of a study in
16 countries

Stephanie Allais, ILO, 2010

30 Improving Technical Education and Training Strategies for Asia, Asian Development Bank,
2004 p.44

31 A Skilled Workforce for Strong, Sustainable and Balanced Growth: A G20 Training Strategy
P.21-22
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In addition, the OECD, through their ‘Learning for Jobs’ programme, have also suggested
(in addition to points made previously) that providers of education and training can
ensure better responsiveness to labour market demand for skills if they “provide young
people with the generic, transferable skills to support occupational mobility and lifelong
learning, and with the occupationally specific skills that meet employers’ immediate
needs.”32

The implementation of this approach, of focusing on the nature of the qualification and
programmes, is demonstrated through a review of trends in a number of countries with
diversified economies. This trend is towards the development of qualifications and
programmes that build generic or foundational skills that are considered critical to the
effective transition to work.

“The strongest theme in relation to the supply and demand for skills was the need for
generic skills. If workplaces need to build adaptive capacity, to respond to
uncertainty across a range of different drivers, then generic skills are required. It
was noted that there is a danger of focusing too much on specific skills, especially
because of their rapid rate of obsolescence. "33

These generic (or academic) skills are not only seen to be of immediate use in the
workplace, but also provide a solid foundation for ongoing learning and development,
essential in environments of rapid technological change and diminishing employment
opportunities.

Some examples of what is meant by ‘generic’ skills is summarised in the table below:

OECDs34 Literacy; numeracy; higher-level cognitive skills, such as problem-
solving and analytic reasoning; interpersonal skills, including
communication skills; working in teams and ability to negotiate;
ability to use technology, particularly ICTs; and learning skills,
essentially knowing how to learn.

United States3> Problem solving, complex communications sKkills

Australia3e Flexibility; adaptability; communications; social skills.

Ireland3? Basic/fundamental skills, such as literacy, numeracy, IT literacy;
People-related skills, such as communication, interpersonal, team-
working and customer-service skills; and Conceptual/thinking skills,
such as collecting and organising information, problem-solving,
planning and organising, learning-to-learn skills, innovation and
creativity skills, systematic thinking.

32 Learning for Jobs: OECD Reviews of Vocational Education and Training Initial Report; Simon
Field, Kathrin Hoeckel, Viktoéria Kis and Matgorzata Kuczera, OECD 2009 p.43

33 Critical issues facing Australia to 2025: Summary of a scenario development forum Michael
Keating and Caroline Smith, Academy Proceedings 1/2011’ The Academy of the Social Sciences in
Australia Canberra 2011 p. 28

34 Towards an OECD Skills Strategy; OECD, 2011, p41

35 Autor, Levy & Murnane, 2003 in Learning for Jobs: OECD Reviews of Vocational Education and
Training Initial Report; Simon Field, Kathrin Hoeckel, Viktéria Kis and Matgorzata Kuczera, OECD
2009 p.41

36 Critical issues facing Australia to 2025: Summary of a scenario development forum p.28

37 Tomorrow’s Skills: Towards a National Skills Strategy; 5th Report, Expert Group on Future
Skills Needs, 2007, p.34
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With respect to the development of these skills, the Australian scenario development
process suggested that the “main role of the publicly funded formal education system is to
develop the general capacities of the educated person, a good ability to learn, and skills in
an area of employment that is valuable to many employers. Private providers and
employers assist workers to learn particular vocational skills, especially those peculiar to
an individual firm.”38

Increasing supply (access and quality)

Generally, the literature review suggested that in order to meet demand there is a need
to increase supply with respect to numbers accessing education and training as well as
the numbers completing, and in terms of the quality of education and training. Thus it is
suggested that there is a need to:

e Support a range of activities to encourage employers to provide more training;
and

e Adjust the size and pattern of publicly supported training.3?

In addition there is a strong argument that to ensure greater levels of access there is a
need to provide funding to learners.

Stimulating Enterprise Based Training

With respect to the former point, it is suggested that the role of workplaces in
conducting ‘on-the-job’ training is critical, particularly in the context of more generic
qualifications. There has been a gradual decrease in the amount of training provided by
enterprises, with some suggesting that this is largely as a result of Government
assuming increased responsibility in this area. The Asian Development Bank report on
“Improving Technical Education and Vocational Training Strategies for Asia” outlines
the pros and cons of the three main methods of stimulating enterprise based training:

e “General training subsidies, e.g. subsidizing wages of apprentices, may result in
more EBT. However, the burden of cost falls on public budgets

e Levy-grant systems, in contrast, are not publicly financed. The costs are met by
enterprises (or shifted to workers). This has facilitated a more systematic,
structured approach to enterprise training in many countries. However, care must
be taken to avoid excessive administrative costs in levy-grant schemes. They may
also bias training toward more formal and externally provided training, away
from training on the job. Another risk is the “repackaging effect:” the adaptation
and documentation of existing training provision to comply with eligibility
requirements. Finally, the effect of the incentives may be temporary. In Asia,
selected countries use levy systems: Malaysia, Singapore, Republic of Korea, Fiji
Islands, and Taipei, China.

e Company tax concessions have not been favoured worldwide. Tax concessions
require a well developed and broadly based system of corporate taxation. The cost
burden falls largely on public budgets in the form of reduced revenues. Firms often

38 The Labour Market, Skills Demand and Skills Formation; Phil Lewis, Occasional Paper 6/2008,
Skills Australia and The Academy of the Social Sciences in Australia Canberra 2008 p.7

39 Adapted from Skills shortages: concepts, measurement and implications ; Chandra Shah and
Gerald Burke, Working Paper No. 52, Centre for the Economics of Education and Training,
November 2003, p. vii
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do not respond to the tax incentives because of excessive administrative costs or
insufficient profits to benefit from the exemptions (Ziderman 2003,151—152).”40

It is, however, noted that enterprise based training is extremely hard to measure or to
quantify, not least because many of the skills transferred are directly relevant to the
work of that enterprise. “It is clear that a lot of skills development occurs in the
workplace, yet this is an area for which we do not have sufficient evidence; we need to
focus on an ageing population and replacement demand; we need to look at skills rather
than training; and the evidence of returns to education and training is useful in
determining where we get the biggest bang for our buck.”*! The extent to which
calculating these returns is however a subject of debate and many argue that this cannot
be usefully done given the number of assumptions that must be made in this regard.

Increasing public provision
General Vocational Provision for Pre-employed

The literature? asserts the view that, to address skills shortages, there is a need for an
effective general and vocational education system, which is state subsidised (hence
reducing costs for the individual) and which prepares individuals with a sufficient
foundation of knowledge, and then some mechanism for linking individuals into
workplace learning, which is cost-effective for employers and likely to realise
meaningful returns in terms of a pool of talent.

It is emphasised that the imperative for public provision is underlined by the reality that
it is usually the most impoverished and marginalised groups in a society that have
limited access to quality education and training opportunities, which then tends to
perpetuate inequality. For example, low-skilled youth are less likely to have access to
training and this leads to long-term unemployment. These low-skilled individuals tend
to be concentrated in particular areas thus creating spatial inequality. Therefore,
effective skills planning must involve a deliberate focus on the provision of education
and training for these groups.

In one example drawn from the United Kingdom it was seen that there was a deliberate
strategy to target these deprived areas and to seek to improve engagement with the
unemployed especially in cities where there is high demand for skills. Part of the
challenge that they reportedly faced in doing this was to deal with the high level of
disenchantment with the schooling system and the need to find more innovative ways to
encourage learning such as using music, sports and workplace placements.

In another example, from Germany, the high drop out of learners was understood as the
key challenge. This led to an attempt to make the training more flexible and to give
ample opportunity to re-engage and to work in small groups and provide access to
workplace exposure as far as possible. Providing strong mentors from industry who
provide sound on-the-job support is also an effective means of ensuring retention.

Up-skilling those already in employment

40 Improving Technical Education and Vocational Training Strategies for Asia, Asian Development
Bank, 2004, p. 47

41 The Labour Market, Skills Demand and Skills Formation; Phil Lewis, Occasional Paper 6/2008,
Skills Australia and The Academy of the Social Sciences in Australia Canberra 200b, p. 17

42 References to be listed in the next version of this report.
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A key component of a balanced strategy is to incentivise industry to up-skill their
existing workforce through, for example, partnering with a local college. This incentive
assists in overcoming the reluctance of industry to invest in their lower skilled workers.

This form of incentive is particularly prevalent in parts of the United States and
encourages companies to work together and pool resources. This is elevated to the
federal level where career clusters are formed and up-skilling is driven through national
partnerships. Malaysia established and funded a national centre to drive specialised
training in electronics in order to maintain the country’s strategic advantage - industry
governs the institution and there is a large industry membership to ensure that training
permeates through the manufacturing value chain. Further, in order to improve
opportunities for low-skilled workers to engage in more productive work, strategies,
which incorporate specialised training and reorganisation of work processes, have been
successful. This assists in addressing the low-skills equilibrium by linking supply with a
strategy to stimulate demand.

Attracting new talent

Migration has become a prominent strategy for addressing skills and labour shortages,
particularly in certain Canadian and European cities. These cities have deliberately
sought to make themselves more attractive to immigrants, through creating pleasant
living and working conditions. The key attraction will be the cosmopolitan nature of the
city and its openness to newcomers. These cities are more likely to attract knowledge
workers who have strong generic skills and are able to innovate as a result.

Australia and Canada have put in place ‘regionalisation’ strategies to attract skilled
immigrants to smaller towns and rural areas outside of major cities. Smaller cities and
towns that suffer from a shortage of skilled personnel (managers, doctors, artisans etc.)
have embraced this approach, which allows them to tailor the immigration absorption
to the particular needs of the local economy. In Canada, the provinces are given strong
roles in the selection of immigrants, which have particular skills, and will incentivise
these skilled immigrants to remain in these areas. A key part of these strategies is to
provide funding for local NGOs to develop initiatives aimed at welcoming immigrants
and making them feel welcome and integrate into the community. Ideally, these
immigrants should bring high-level skills that are needed by the communities rather
than replacing labour shortages created by residents who choose not to work in these
positions due to low pay and poor working conditions. This should be integrated with
local strategies to build and retain skills in order to lower dependence on immigrants in
the long-term (see below). There has also been a focus in some countries (Northern
Ireland and China) on attracting skilled émigrés back to their home countries.

Retaining Talent

These immigration strategies are not always successful in addressing skills shortages
due to their dependency on labour market information which is does not keep up with
demand, and limited resources to effectively retain immigrants in these areas. In
addition, the trend in some areas to bring in relatively low-skilled individuals to address
labour shortages may contribute to a sustained low-skill equilibrium in the area
concerned. The alternative is to retain skilled people in the area by making jobs more
attractive. This requires local partnerships between education institutions and
employers in order to create and promote a range of opportunities in key growth
industries. This is evident in rural European areas.
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Further, retention of talent is a key factor in enabling ‘on-the-job’ training, as
enterprises need a pool of highly skilled, experienced workers to supervise, mentor and
train new employees coming into the workplace, particularly if those new employees
are coming in with more generic qualifications, as has been suggested above.

Improving guidance and placement

In addition to increasing supply, and the quality thereof, a number of countries have
recognised that in order to enable supply to better address demand it is useful to
support students to make choices and to facilitate the transition into the labour market.

For example, the Kenya Association of Manufacturers has put forward the following
proposals to improve the quality and responsiveness of education in that country:

e Labour market information systems to stimulate student choice i.e. providing
graduating classes factual information about the labour market (to reduce the
high expectations by graduates, in terms of wages that cannot be met by the
labour market),

e Set up database/registers of graduates or centres that may work as linkage
between companies and training institutions,

e Provision of post-training support and follow-up services to trainees by the various
education providers to give a good and quality transition from school to the world
of work/ apprenticeship training,

e (reate articulation pathways/ linkage between vocational education and the
general system of education so that the two do not seem to be two parallel systems
as perceived by the general public,

e Review of the current method of trainees’ evaluation, which is basically by written
examination, which emphasizes on rote knowledge of content, rather than on the
processes of thinking, learning and questioning.

e Twinning/mentoring programs between MSMEs and established successful
companies - on the job experience,

e Increase institutions offering secondary and tertiary/technical education, increase
school spaces and increase integration with primary school,

e Review of the current business environment government policy rigidity framework
and in particular labour regulations, business start-up processes and access to
finance,

e Entrepreneurship programs and training in management, accounting, financing,
legal counselling, marketing, innovation etc,

e Structured effective engagement and communication of manpower needs (market
signals) to government planners and education service providers through;

e establishment of industry advisory boards/ employer-dominated training
council to specify learning outcomes,

e business task forces on skills and manpower development - better align
supply of professional skills with labour market demands i.e. to achieve
greater market relevance of training programmes and financial
involvement of industry in the development of skills,

e Stronger quality assurance through continual collaboration among
Business Membership Organizations (BMOs).

e Establish skills existence and needs;

e Skills needs inventory/ database by business,

e Skills stock inventory/ database by government.
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e Private and public sector to/ should provide incentives to young skilled people to
work in remote areas.”*3

Concluding comments

In light of the aforementioned limitations to both demand and supply side planning, the
literature review reveals that many countries are introducing alternate, and often
complementary, strategies to ensure that they have sufficient skills for the jobs of today
and for the jobs of tomorrow. The constantly changing nature of the economy means
that the key principles in these strategies have to relate to qualifications that build
general education as well as the flexibility and responsiveness in the provisioning
system, with a useful mix of public and private provision, topped up with real efforts to
build enterprise based training and engagement in the skills system being a major
feature. The emphasis on regionalisation in some countries allows for a more focused
strategy for understanding and addressing supply and demand (the “skills ecology”
referred to above). Lastly, there is a need to recognise the role of importation of skills
where required to address specific types of shortages.

7. Managing systems and processes pertaining to demand and supply

Drawing from the examples that were available it can be seen that there are typically
three main players in these processes (though this does not mean that there is evidence
that this tri-partite approach works):

e Employers (and there is an increasing emphasis in skills development systems
across the globe on the need to “confer some authority on employers to direct
training systems” 4*)

e Current and future workers

e (Government and its agencies.

These three groups come together, to a greater or lesser extent, to plan skills supply
using three key approaches, which also echo those used for skills demand planning:

e State planning and associated interventions
e Engagement with key elements of civil society, usually employers and workers
e A market analysis to understand trends and to pinpoint specific shortages

Most countries have some form of structure representing the social partners.

For example, in Kenya they coordinate manpower development at high levels. There is a
national labour market needs council which bring together the ministries of Labour,
Education, Trade and Industry to determine labour targets from the education providers
(institutes for technical education, the universities and polytechnics), and the private
sector to help in aligning supply of skills and demand with national priorities.

43 Developing Better Linkages between the Markets and Education Suppliers to Improve the
Quality of Education in Kenya; Betty Maina & Joseph Wairiuko, Kenya Association of
Manufacturers (undated) p.4

44 Improving Technical Education and Vocational Training Strategies for Asia, Asian Development
Bank, 2004, p. 43
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In Botswana, recent reforms have resulted in the establishment of the multi-stakeholder
HRD Council, to which the previously established Botswana Training Authority and the
Tertiary Council report. These structures attempt to ensure a greater level of
responsiveness by the suppliers of education and training to national labour demands.

In South Korea, the National Human Resources Committee is chaired by the President
with the Deputy Prime Minister and Minister of Education & Human Resources
Development being the Vice Chair. The committee is made up of 30 Government and
civil experts. This National Human Resources Committee is responsible for planning,
managing and assessing HRD policies, and for co-ordinating HRD programmes.

In another example drawn from the United Kingdom, it was found that they have
recently reformed their system and have re-focused attention on the role of the Sector
Skills Councils (SSCs):

“Each SSC is employer-led and actively involves trade unions, professional bodies and
other stakeholders in the sector. Together the SSC’s cover approximately 85 per cent
of the UK workforce. Each SSC provides employers with a unique opportunity to
express the different skills and productivity needs important in their specific sector
thereby, indirectly, giving employers greater dialogue with government and thus
greater impact on policies affecting skills and productivity; increased influence with
education and training partners and also, substantial public investment.

The four key goals of each SSC are to: reduce the skill gaps and shortages; Improve
productivity, business and public service performance; Increase opportunities to
boost the skills and productivity of everyone in the sectors workforce, including
action on equal opportunities; and, improve learning supply, including
apprenticeships, higher education and national occupational standards.”+>

The work of the SSCs is complemented and supported by the Sector Skills Development
Agency (SSDA), “a non-departmental public body responsible for funding, supporting and
monitoring the network of the SSC’s. Their responsibilities include: ensuring skills provision
is designed to meet sector needs; ensuring generic skills are effectively covered in the work
of the SSC’s; and collecting high quality labour market intelligence and making sure this is
available. The SSCs and the SSDA are part of the Skills for Business (SfB) Network which is
ultimately responsible for improving skills and productivity within the UK."46

In addition to stakeholder bodies, increasingly countries are looking to the
establishment of ‘expert groups’ to advise on both forecasting and supply - an example
of this is the ‘Expert Group of Future Skills Needs’ in Ireland:

“Members are composed of representatives of business, employees, education,
government departments and state agencies. The EGFSN advises the Irish
Government on skills needs and labour market issues that impact on enterprise and
employment growth. It has a central role in ensuring that labour market needs for
skilled workers are anticipated and met.

Established in 1997, the EGFSN reports to the Minister for Enterprise, Trade
and Innovation and the Minister for Education and Skills. Forfds, Ireland’s policy

45 An Assessment of International Trends in Occupational Forecasting and Skills Research: How
Does Northern Ireland Compare?; Seamus McGuinness & Jessica Bennett, Priority Skills Unit, The
Economic Research Institute of Northern Ireland (ERINI), 2008 p. 23

46 [bid
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advisory board for enterprise, trade, science, technology and innovation in
conjunction with FAS, provides the EGFSN with research and secretariat support.
The FAS Skills and Labour Market Research Unit provides the Group with data,
analysis and research and manages the National Skills Database. Forfds provides
the Group with research and secretariat support. The Group’s work programme is
managed by the Head of Secretariat based in Forfds. The EGFSN’s budget comes
from the National Training Fund.”’

There is little evidence in the international literature about precisely how demand
information is translated to, and used by, providers and social partners within the skills
provisioning system. The research conducted by the Department for Employment and
Learning in Northern Ireland on “An Assessment of International Trends in
Occupational Forecasting and Skills Research: How Does Northern Ireland
Compare?”(and detailed in the table contained in Annexure B) shows that forecasts are
mainly utilised by national and regional governments, although there is evidence in
some countries that they are being used by social partners, individuals making
educational choices, and employers to anticipate and plan for skills shortages: an
example of this is in Sweden, where the government publishes short-term forecast
findings in a report series called “Where are the jobs?”.

In general, government is responsible for implementation of the forecasts, sometimes in
conjunction with the social partners. Policy impact was difficult to establish, with only
three countries reporting a clear policy impact, usually through Sector Skills Councils or
similar structures.

Concluding Comments

The key trend in relation to the systems and processes needed to manage the
relationship between supply and demand is that of ensuring that key stakeholders in
‘the skills system’ are given the voice that they need: this is seen as an important, though
certainly not the only, factor in ensuring the responsiveness highlighted in the previous
section.

In making this point it is emphasised that it is important to balance interests within this
engagement: the limitations of the individual voices means that no one set of interests
can be allowed to dominate, but need to be carefully managed, possibly through the
input of an ‘expert group’, to ensure that a coherent national position emerges from the
engagement. This is seen as particularly important to ensure that skills development
does not become instrumentalist and that it balances the needs of the learner, society
and the economy, taking into account the different time horizons in which demand is
conceptualised.

47 www.skillsireland.ie
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8. Considering the implications of this paper for South Africa

This section considers the key learning emanating from the international review. It then
considers the status of South Africa, using this learning as a benchmark of good practice
and finally offers a set of recommendations to enable SA to meet this benchmark.

8.1 Determining the skill route that is pursued

The key learning from the international cases is that trying to drive a high skill route
where there are deep inequalities in a society has the effect of reinforcing inequality.
Coupled with this, the high skill route often leads to an overemphasis on higher
education and the consequent under-development of the TVET systems.

8.1.1 South Africa Context

The New Growth Path emphasizes the need to create millions of new jobs in South
Africa so that a cohesive and equitable economy and society is achieved within the
context of sustained growth. The NGP recognizes the need to accelerate employment
creation, primarily through direct employment schemes, targeted subsidies and/or a
more expansionary macro-economic package in the short-term. It then indicates the
imperative, in the short to medium term, to support labour absorbing activities
especially in the agricultural value chain, light manufacturing and services sectors to
generate large-scale employment. It highlights the need to enable this through a number
of measures including by improving skill systems. Finally, the NGP argues that in the
longer-run, as full employment is achieved, the state must increasingly support
knowledge- and capital intensive sectors in order to remain competitive.

In making this argument the NGP recognizes the need to develop skills at a professional
level, as well as intermediate and workplace skills (a full list of the skills indicated in the
NGP is contained in Annexure C). This suggests that the NGP, consciously or not allows
for, and potentially drives, a combination high skills / low skills trajectory route given
the deep inequalities in SA.

This ensures that the dual imperative of providing skills to enable the growth of
businesses and of ensuring that people can derive better livelihoods from the skills that
they possess can be met. The need for this is emphasized by an analysis of those young
people that are currently not in education and training or employment. Over 40% of 18-
24 yr olds in South Africa are not in formal education, nor employed (NEETSs), nor
disabled so that they cannot work (this translates into around 3-million youth). Each
year, a large majority of school leavers do not gain access to post-school learning
opportunities, which restricts their mobility in the labour market. The majority of these
youth exit schooling without a Grade 12 certificate and most do not possess sufficient
foundational or employability skills. There is an increasing indication that employers
will only employ youth that have a minimum Grade 12 qualification, and in addition,
these youth are unlikely to have access to social networks that will assist them to access
workplaces.

Key challenges within South Africa related to the above include:

e The high numbers of young people with a Grade 12 but unemployed means that
there are few signals to young people still in schools that it is important to
complete and achieve the Grade 12 certificate. This factor, together with the
poor quality of education in many schools, various social factors (teenage
pregnancy, substance abuse, child headed households, a lack of career guidance
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and no incentives provided to complete schooling - for example, some countries
provide certain benefits or access to a job search or a work-placement as an
incentive to complete schooling) has resulted in high levels of school drop out
prior to completion of Grade 12. This, despite the reality that this level of
achievement is critical in terms of accessing further learning opportunities (such
as accessing an apprenticeship programme) and does appear to make a
difference in terms of employability.

e There are very limited opportunities available for accessing ‘second chance’
Grade 12 opportunities for NEETs. This is further reduced if the learner wishes
to access a Grade 12 programme that includes a combination of academic and
vocational subjects and that provides the opportunity for pathways into further
learning

e There are also few institutions and programme options available for school
leavers, both pre- and post-matric. In particular the limitations with respect to
the Public Adult Learning Centres (though it is noted that there is a Ministerial
Committee considering how to strengthen and expand these into Community
and Adult Education Centres), the lack of clarity as to how the technical high
schools relate to this post school landscape, and the lack of capacity of the FET
Colleges (discussed further below) all contribute to this challenge. This is
exacerbated by the continuing uncertainty about the NCV (again there is a
Ministerial Review Process to ensure that the issue of the purpose of this
particular qualification within this landscape is clarified and to then consider the
implications for its curriculum) and the myriad of occupational qualifications of
which many do not actually enable someone who qualifies to access any
occupation.

Finally, it is suggested that these challenges are often reflected, and even amplified at a
local level where there is an emphasis on high skills rather than on considering ways in
which to support this combination skills trajectory such that the municipal Local
Economic Development strategies consider both the skills required to drive growth in
the area as well as the development of jobs that people in the immediate vicinity are
able to do, or could be trained to do through skills development programmes that they
are able to access (essentially, that LED strategies unpack the local ‘skills ecology’ in
more detail). The result of the high skill path pursued is that in many cases there is a
reliance on a strategy which focuses on simply importing skills into the area, with little
or no effect on poverty or unemployment rates.

8.1.2 Recommendations

[. There is a need to create expanded access to relevant post-school education and
training opportunities, particularly in general-vocational and occupational
qualifications.

II. These programmes should be qualification driven rather than short courses and
should have a strong focus on the development of “academic skills”: that is skills
that are developed within the context of the field of study and that enable the
learner to adapt as technology changes and demand in turn shifts with respect to
the specific skills required. Ideally there should be opportunities for learners to
engage in a workplace component within these qualifications.

[II. Due to the low willingness of employers to train unemployed youth, such an
intervention will require strong coordination and investment from government,
and in particular the NSF and the SETAs will need to play a more pronounced
role in funding such qualifications through providing grants to offer targeted
programmes that are aligned to short- to medium- term skills demands.
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IV. Further, it is recommended that support needs to be provided to municipalities
in particular to ensure that local economic development strategies are
responsive to the skills profile of the area and that the kinds of jobs that are
considered are consistent with the development of a combination of skills.

8.2 Detailed forecasting and planning: A Chimera?

International learning suggests that it is not really possible to have detailed labour
market forecasting for anything beyond a 5-year period. It suggests that for longer
periods of time it is preferable to focus on the anticipated trends and to identify the
drivers of change so that these trends can be monitored and the implications for supply
can be considered. It is noted that the extent to which these trends are likely to play out
as anticipated may differ across sectors, for example in education and health where the
public sector is a key employer it may be possible to plan in a more detailed manner for
the anticipated human resource requirements than in a sector such as engineering.
However, all sectors are subject to factors that may result in changes to what was
initially envisaged.

Flowing from the above, it is suggested that the trends cannot specify numbers required
or the specifics of what exact activities will be required in a particular occupation as
there are likely to be changes related to a number of factors as outlined in this paper.
Further, the international learning shows that employer data (such as that provided in
Workplace Skills Plans) tends to be heavily focused on immediate skills shortages,
rather than longer term skills requirements, as economic uncertainties means that
employers are much more likely to simply adapt their production outputs to the
prevailing market conditions rather than support the development of skills for a
“planned” future direction for the business which may or may not be in place. This
tendency to focus on the existing needs rather than skills that may be required in the
future is compounded in small and medium enterprises. In addition, research suggests
that employers are also more likely to overstate skills needs, as an over-supply of a
particular skill means that the cost of acquiring that skill is reduced.

For these reasons, international learning offers another important insight, which is that
as there cannot be detailed supply planning, qualifications need to be offered which
build the “academic” or generic skills which will enable an individual to adapt to
changes in their immediate workplace and in terms of a career path. In making this
assertion it is also important to consider that in many of the international examples, the
occupational skills lock onto a high level of academic education and consolidate the
existing abilities whilst providing specialized knowledge and skills.

8.2.1 South Africa Context

In South Africa, detailed forecasting for skills needs is predominantly the responsibility
of the SETAs, through the development of the 5-year Sector Skills Plans (SSPs) and their
associated annual updates.

The Skills Development Act (SDA) section 10(1)(a) requires that each SETA develop a
Sector Skills Plan (SSP) “within the framework of the National Skills Development
Strategy” (NSDS): NSDS III (2011-2016) builds on NSDS I and NSDS I and is aligned
with government’s strategic priorities, the National Human Resources Development
Strategy and the Industrial Policy Framework.
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Sector Skills Plans are five-year plans which must include a sector profile, an analysis of
the supply of and demand for skills in the sector, and the identification of priority skills
needs in the sector. SSPs should also show the link between skills development
activities in the sector and government priorities as articulated in the NSDS, HRDS, NGP
and other relevant industry or sector growth strategies. Annual Updates are revisions
of the five-year SSP and provide SETAs with the opportunity to update and align
information with changes that might have occurred in the sector after the submission of
the 5-Year SSP or previous Annual Update.

The 5-Year SSP and Annual Updates are intended to provide signals to education,
training and skills development providers and learners about skills that are currently
needed or alternatively those that are being oversupplied. It is also expected that these
documents will indicate those skills that will be needed in the future in different
economic sectors.

The 5-Year SSP and Annual Updates are then intended to inform the development of
Annual SETA Strategic Plans that outline key strategic interventions to address
identified skills needs and constraints to effective recruitment, utilisation and
development of skills. These Strategic Plans are a requirement in terms of the Public
Finance Management Act (PFMA). Unfortunately there is a disconnect between the
terms of the Strategic Plans (3 years, linked to MTEF) and the SSPs (5 years linked to the
NSDS). The Strategic Plans also form the foundation of the Service Level Agreements
which SETAs are required to sign with DHET each year (Section 10A(1)(a) of the SDA):
in terms of section 10(1)(h)(ii) of the SDA each SETA must submit these Annual
Strategic Plans as well as reports on the implementation of its SSP and SLA to the
Director General on an annual basis.

It is noted that since the establishment of the SETAs, the Department of Labour and
more recently the Department of Higher Education and Training has attempted to hone
and refine the information provided in these SSPs through the introduction of guidelines
and assessment criteria. However, the quality of the information in these SSPs remains
somewhat erratic, and there is a lack of standardization as to the sources of data
utilized, and the interpretation of the data. A further problem is that there is very little
evidence of the results of the forecasts (however accurate or inaccurate) being fed
through to the providers of education and training in the various sectors.

An additional complication in South Africa in relation to understanding the skills needs
inherent in the NGP is that that the SETA scope of coverage does not necessarily match
the key ‘jobs drivers’ analysis in the NGP (not that it necessarily should, but the
mismatch is important from a planning perspective as demand and supply in these areas
will have to be analysed across SETAs, which will be difficult where there is no
standardization in terms of data utilized (as there is also no relationship between SETA
scope and the SIC codes) or quality control in terms of the analysis of that data).

8.2.2 Recommendations

[. Skills planning in South Africa needs to be more carefully disaggregated into
short-, medium- and long-term planning:

e Inthe short-term, workplace information from the WSPs (together with
other analysis such reviews of vacancies, information from employment
services organizations etc) should be used to understand skills shortages.
Depending on the complexity of the skill in which a shortage is identified,
appropriate strategies can then be put in place to address the shortages: for
more complex skills, the focus will have to be on importation, for less
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complex skills, it may be possible to address them through short courses.
The responsibility for this level of analysis can remain with SETAs, but there
will have to be some consolidation of these annual ‘skills shortage reports’
to ensure that consolidated lists of skills for importation are developed, and
meaningful data fed through to providers. This consolidation could take
place within DHET (in a specialized unit) or be outsourced to a specialist
agency (see below). The funding for these priorities will primarily come
from the grants.

e Inthe medium-term, the focus should be on the development of more
focused scenarios, which will be developed based on external, economy-
wide data and analysis and supported by data provided by the SETAs
(drawing information from the WSPs). The scenarios will initially be
developed against the five ‘jobs drivers’ in the NGP as well as the projections
and plans contained within IPAP. It will then be considered from a sector
perspective to understand the implications of the scenarios for skills
development for each sector. This scenario development should initially be
done by an outside agency, and driven by DHET as part of a team that
includes the economic cluster departments. Once the economy wide
analysis has been disaggregated into sectoral briefs, the SETAs should use
these as the basis for detailed consultation with their constituent
stakeholders. The information from these scenarios can be used to inform
medium-term planning in relation to course offerings etc at higher and
vocational education and training institutions. It should also be coupled
with a plan to support providers to develop the capacity to deliver against
these priorities. These medium term imperatives should be used to
determine the bulk of the discretionary grant allocations.

e Inthe longer-term, the emphasis should be on a broad trend analysis,
focused on the jobs drivers - essentially, the scenarios should be loosened
up for the long term, taking into account likely trends, and focused on
getting the fundamentals right. This information will be used to inform
longer term ‘size and shape’ decisions in both the basic education and post-
school sectors and will assist to drive the broader capacity building agenda
for these institutions. Funding for these priorities should primarily come
from the fiscus to ensure that longer term imperatives are not undermined
by the need to respond to medium and short term imperatives.

[I. Parallel to this change in approach to planning, it is essential that the work
currently being done in terms of the post-schooling green paper around re-
thinking the nature of post-school qualifications be taken forward. The
effectiveness of this approach to planning depends on institutions, which are
supported and built to have the capacity to provide learners with more generic
and “academic skills” as part of the general-vocational and occupational
qualifications so as to enable workers to adapt quickly to changes in technology
and in the workplace.

[II. This should be coupled with greater levels of emphasis being given to
supporting and enabling employers to provide better, focused ‘on-the-job’ and
‘just-in-time’ training, to complement and build on these qualifications.

IV. In making these recommendations, the importance of improving the schooling
system as well as other forms of second chance learning opportunities, cannot
be overstated.
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8.3 Using forecasts and plans: steering the system

The international research shows that there are a number of ways in which government
tries to steer provision. It indicates that this includes regulations, incentives (for
individuals, workplaces and providers), and structure of the funding allocations,
amongst other mechanisms.

It was also found that in many cases, countries opted out of steering and either relied on
the market or alternatively focused on quality provision against relevant qualifications
that build academic as well as occupational skills.

Issues pertaining to this option are dealt with in a later recommendation and therefore
the focus of this recommendation is on ways to steer the system.

8.3.1 South Africa Context

There are a number of mechanisms to fund and thereby steer skills provision in South
Africa. This includes funding from the fiscus which are applied to higher education, and
are being phased in to further education, to guide the Programme and Qualification Mix
(PQM) of these institutions.

There are also bursaries available to learners and with respect to state bursaries these
are used to encourage learners to enter a particular field (this is true too of the private
bursaries but these could be considered more market related mechanisms).

In addition a further key mechanism is that of the grants available through the levy-
grant system. That is, employers pay a levy of 1% of payroll to the South African
Revenue Service (SARS) along with all other statutory taxes and levies. SARS then
transfers the Skills Levy to the Department of Higher Education and Training, which
transfers 20% to the National Skills Fund, and the balance of 80% to the SETAs. SETAs
may keep up to 10% of these funds to finance their internal administration costs, and
must distribute the balance to member-employers in the form of levy grants.

In terms of current legislation*8, an employer can receive 50% of their levy payment
back in the form of a mandatory grant if they submit a Workplace Skills Plan and Annual
Training Report. It is noted that the WSPs were originally intended for employers to
indicate priorities and SETAs would then approve them based their wider
understanding of priorities. However, the SETAs did not have the capacity to play this
evaluative role (and given the number of WSPs submitted it is unlikely they will develop
this capacity) and therefore Treasury issued a note stating that the SETAs should pay
the agreed upon percentage of mandatory grant for the submission of the WSP and the
remainder for the submission of the ATR. SETAs have since done this and therefore are
only allowed to evaluate whether the ATR matches the WSP. This has led workplaces to
only indicate training priorities in the WSP that they know they can meet to ensure that
they are paid in full for the ATR. This means that these mechanisms both fail to steer the
system or to enable the SETA to develop an understanding of what the current skills are
in the workplace, not what training has been carried out.

The Discretionary Grants are paid by the SETAs to employers in terms of a number of
sector specific priorities, which vary from SETA to SETA.

48 New regulations relating to the payment of levy grants, which may change this slightly.
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8.3.2

I1.

II1.

IV.

Recommendations

Much of the funding for the longer term would be drawn from the fiscus to
ensure that medium and short-term priorities do not undermine longer-term
objectives. This would include a focus on the development of institutions and
their staff to enable them to offer the requisite quality of programmes as well as
funding to enable learners to access these programmes.

In the medium term: programmes intended to support existing businesses (for
both existing workers and potential new entrants) that culminate in either
Qualifications and/or Awards in these fields of learning should be funded by the
SETAs using their Discretionary Grants (DG). This is consistent with the current
framework within NSDSIII which emphasises the importance of funding what
are referred to as PIVOTAL programmes, that is professional, vocational,
technical and academic learning which culminates in qualifications which have
integrated both learning at education institutions and work-based learning.

However, implicit in this recommendation is that the discretionary grants
should be limited to the above, and should not be used to fund other aspects of
skills development though they are important: the DG should focus only on the
provision of qualifications and awards as indicated and other sources of funds
should be allocated to these additional priorities.

In addition there is a need to align NSFAS with these above-mentioned priorities
so that it becomes possible for learners that progress into for example a post-
graduate programme to access a bursary (the current system makes accessing of
full bursaries very difficult at these levels). These monies in the NSFAS should
continue to come from the fiscus and should be complemented by funding from
the SETAs and NSF (so that bursaries are centralized within the NSFAS and can
be efficiently managed).

Training in fields suggested by the scenarios for community development,
emerging businesses and for adult basic education should be funded by the
National Skills Fund, working with the departments and agencies responsible for
these sectors.

In addition, when, in the review of the scenarios, fields that relate to “new”
sectors or sub-sectors emerge, for example skills related to climate change that
are not yet adequately addressed in a sector plan, then these should also be
accommodated by the NSF. This is to ensure that funding for provision can be
responsiveness and not limited only to occupations that were initially projected.

VI.Short-term shortages can be addressed through a combination of funding for skills

programmes leading to awards, certain shorter qualifications, and the
importation of these scarce skills (noting that the Department of Home Affairs
would need to be aware of these shortages). However, the importation of skills
should be coupled with the capacity development strategy that is in place to
address the medium term imperatives within this field of learning so that it is
possible to address these skills imperatives over time. Individuals that are
imported could also augment the capacity building effort.

VII.Finally, it is proposed that the mandatory grant should no longer have any

steering role: rather the grant should be used as an incentive for workplaces to
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provide information. Thus this grant, which possibly could be reduced, would be
paid out based on the quality of the information provided: this would be an
evaluative role that SETAs could play as it is suggested that it is unlikely that
there will be capacity to evaluate whether WSPs actually reflect workplace
priorities and would mean that there would not be a need for an additional
survey as the WSP and ATR templates would be revised to ensure that the
information required for planning is built into these existing templates.

8.4 Methodologies used for forecasting

The international review found that in the majority of cases both quantitative and
qualitative methodologies are employed.

The research also found that the quantitative methods rely on the availability of national
data that is accurate. The qualitative methods often include consultative processes of
either experts or stakeholders. It was also found that these methods usually require high
levels of investment to ensure that the analysis is carried out as required and the
resources for this are typically provided by the state, although aspects of the
consultative processes may be carried by other parties.

A final point is that it was found that demand planning often relies on a national
analysis, which is often disaggregated so that it is possible to understand the regional
dimensions of the skills needs. However, it was found that this analysis was not often
sectoral in nature.

8.4.1 South Africa Context

Skills forecasting in South Africa includes both quantitative and qualitative elements, as
best international practice would suggest. However, as noted previously, the
evaluations of the SSPs suggest that the wide range of data that is being utilized (and the
accuracy of some of that data) is a cause for concern. This problem is compounded by
the fact that - as highlighted already - SETA scopes of coverage do not match the
Standard Industrial Categorisation of Economic Activities used by StatsSA, so
disaggregation of the data collected by this agency is difficult for SETAs to undertake
accurately.

With respect to developing a picture of existing stock, and the current supply of skills
into the labour market, the principal problem appears to be that national data collected
(particularly the annual ‘General Household Survey’) focuses on information about
formal education and does not sufficiently address dimensions related to skill levels. It
also does not disaggregate the type of post-school qualifications, which people have into
subject or occupational areas (although it is noted that the Census 2011 has attempted
to start collecting this information). Information on skill levels therefore tends to come
from professional associations, job surveys etc. The National Learner Records Database
should be providing more accurate information about the qualifications that individuals
are attaining, but there have been concerns that the data is not comprehensively
provided to the NLRD thus limiting the coverage that this database can have.

In terms of the structure of SETAs and the National Skills Authority, and the
requirement to have equal representation of employers and employees on Authority
structures, stakeholder consultation should be embedded in the approach. However, as
highlighted previously, there are limitations to the way that companies may envisage
skills needed, with a focus on current shortages rather than on future trends. Further,
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existing companies may not sufficiently address the skills needs related to sectors that
are being developed further in terms of national policies and strategies. This suggests
the need to locate the voice of the employer/ labour at different points in the process
with different types of representatives.

Thus, for the data for short-term imperatives SETAs should ensure that they access
comprehensive data from the workplace. But for the medium and longer- term
imperatives, there is a need to consult sector leaders and researchers to allow for this
wider perspective to be accessed

Finally, there is a concern that because the responsibility for skills forecasting in South
Africa is located within SETAs, the emphasis has been almost entirely on sectoral
planning, and, although many SETAs do provide information on a regional basis, this
tends to match the regions where SETA members are currently operational i.e. no, or
very little, attempt is made to forecast skills needs in areas where employment (and
therefore skills demand) may grow in a sector. This is at direct odds with the NGP,
which has spatial development (enhancing rural employment) as a specific jobs driver.
This emphasis is not unexpected in organizations, which in theory have workplaces as
their primary constituency, but it does mean that more nuanced forecasting against the
NGP is virtually impossible as the system currently stands.

8.4.2 Recommendations

I. The agency doing the scenario planning (as recommended above) which sets out
the demand for skills, needs to define the sources of data that will be used and
ensure that these enable the type of analysis that is required. Once sector briefs
are developed, support will need to be provided, particularly to SETAs, in the
analysis and utilization of this information.

II. With respect to current stock and understanding the current supply of skills, in
the medium term, work needs to be done with StatsSA to refine the General
Household Survey to get better data on the type of post-school qualifications
which people hold. A more detailed analysis needs to be undertaken of the
information supplied by professional associations and the manner in which this
information is disaggregated (bearing in mind the recommendations around
how this information will be used in the short-, medium- and long-term.) In
other words, information sources and the way in which information is presented
needs to be standardized and the way in which different data systems, including
the NLRD, contribute to this picture should be agreed upon.

[II. More effort needs to made in SETAs to extract the ‘employer voice’ accurately
and substantively, both in terms of the manner in which quantitative data is
collected (as indicated this is currently through the WSP and ATR) and in terms
of direct engagement to support the collection of qualitative data. SETAs could
look at the establishment of ‘Expert Groups’, who are focused specifically on
articulating this voice in relation to skills needs.

IV. Itis further recommended that the scenario planning exercise proposed will
have to look in much more detail at regional skills needs and the SETAs will then
need to consider the implications for the way in which they support supply
differently taking into account this regional dimension.

8.5 Supply side - focus on improving quality of provision
It was found that with respect to supply planning there were a number of approaches,

the first two relate to issues that have already been somewhat dealt with. However,
there is a need to consider the other recommendations in terms of ways in which the
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quality of provision can be enhanced in terms of the qualifications and curricula, the
development of providers and the increased role that workplaces can play in supporting
institutional provision and in provision of training themselves.

(i) There were some cases where planning was detailed but this was only where there is
a planned economy, in other cases, demand is indicated to providers so as to guide their
programmes but there is not a central plan for provision;

(ii) Instead, over and above providing guidance to providers, and perhaps providing
incentives for certain priorities, countries tend to allow the market to signal to
providers what is required though either employer or learner choices;

(iii) Further, the emphasis is on the provision of quality programmes which result in
qualifications which sufficiently emphasise “academic” skills (which could be described
as skills that are developed within the context of the area of learning and that needed for
on-going learning and adaptation to new technologies and requirements); and,

(iv) Finally, providers of occupational training are encouraged to have strong
relationships with workplaces to ensure that the specialized components of these
qualifications are relevant to the needs of these workplaces, and that there are sufficient
opportunities for learners to have some form of ‘experiential learning’ as a component
of the qualification.

The above, should be coupled with the role that enterprises need to be playing in
making on-the-job learning meaningful, and creating opportunities for successful
learning to work transitions for young people.

8.5.1 South Africa Context

In considering where South Africa is against the benchmark of quality provision for
young people leaving schools, for unemployed and for the existing workforce there is a
need to consider the issues as they have been highlighted in research thus far about
access as well as with respect to quality.

The issues pertaining to schooling are well documented and will not be addressed here,
except to reiterate the points that there are real challenges with respect to the quality of
schooling with recent assessments pointing to the large numbers of learners moving
through the system without achieving any real competence in mathematics or
languages. The table below illustrates this, and begins to point to the challenges in
ensuring that there are learners who can later enter fields of learning, which require
mathematics.

Numbers writing and passing mathematics, 2008-20104°

Candidates Passed = 30% Passed = 40%

2008 2009 2010 2008 2009 2010 2008 2009 2010

Numbers 298 282 263 136 133 124 89 78 81

921 699 034 503 505 749 788 784 277
Increase 08 to -35 -8 756 -8 511
10 887

49 Taken from a Paper prepared for the NPC by Nick Taylor, 2011
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Source: DBE, 2011. The report notes that the figures provided by DBE do not give passes at 2 50%, and
suggests that this which be a better indicator, given that the universities set this as a criterion for entry into
science and most professions.

The other key concern pertaining to schooling relates to the reality that, in addition to
the quality concerns pertaining those learners that in fact write Grade 12, many do not
even get there as there continues to be high levels of drop out, such that after Grade 9
only 42.7% of those young people who remained in school had completed Grade 12 by
the age of 24 (this is based on figures from 2009, though the percentages have remained
basically unchanged since 2002).

In terms of post schooling options, various research reports have noted that one of the
main problems of the post-school sector is its lack of diversity and the weaknesses of
many of its institutions. There are very few educational opportunities available to adults
and young people who have left school in the early stages, or failed to obtain a National
Senior Certificate, or who have obtained a National Senior Certificate or National
Certificate (Vocational) but do not meet admission and selection criteria for higher
education.

The figures below, taken from a report prepared for the NPC by Nick Taylor, show the
actual number of learners in FET Colleges and higher education and the manner in

which it has increased over the past 10 years.

Actual Numbers of Learners and % Increase in Enrolment 2000-2010

2000 2005 2010 % Increase
Further & higher education 1046311 1217404 1357870 30%
FET colleges 436 180 479932 520 235 19%
Higher education 610 131 737 472 837 635 37%

This suggests that there has been some increase at the level of FET Colleges and more at
a higher education level. However, while this table shows overall numbers, the
limitations of access are seen when considering first year enrolments: there are
currently around 290,000 places available annually in public post-schooling institutions
(FET Colleges and Universities) for the approximately 1 million school leavers. The ratio
of first year entrants to universities and colleges is approximately 3 to 1. Thus, of the
290 000 places, only 110,000 of these places is in public FET Colleges. Around half of
these enrolments are taken up by post-Grade 12’s and there are particularly limited
spaces available for the large number of pre-Grade 12 school leavers. This latter point
begins to introduce the other area of concern, which is that not only are there limited
places there is also a lack of diversity with respect to the number of options, and this
also need to be considered.

At present the main options for post —schooling (excluding higher education) includes:

TVET Structure
Stream General Academic  General Vocational Occupational
Programs National Senior National Curriculum Learnerships,

Vocational (NCV) and Apprenticeships and
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Institution

Target Group(s)

Theory / Practical /
Workplace

Certificate (NSC)

Technical High

Schools

Scholars : Post-
Grade 9’s

Theory and Practical

in workshops

No workplace
learning

Nated programmes (N)

FET Colleges (public
and private)

School leavers: Post-
Grade 9’s (NCV) and
Post-Grade 12’s (N4-
N6)

NCV - Theory and
Practical in Workshops
in 11 streams
(Engineering, Business
Studies, Agriculture,
Commerce, etc)

N Programmes -
Theoretical component
of an apprenticeship
though it leads to a
qualification that
recognises this
theoretical knowledge.

No workplace learning
(though some access to
workplace exposure)

Skills Programmes

» Theoretical
component
offered by
colleges and
private providers

» Practical learning
offered in the
workplace.

School leavers (Post-

Grade 9 ), employed
and unemployed youth

Learnerships and
Apprenticeships-
Theory in
college/private
provider and practical
on-the-job training

Skills Programmes -
integrated modules
and practical/
workplace learning

Source: adapted from a table in a paper prepared for the World Bank: Falkov L. Marock C and Johanson R.

However, across these programmes, it can be seen that the numbers remain small: the
World Bank Paper (Falkov, Marock and Johanson) provides the following figures:

FET College Student Enrolment by program, 2001-2009

2001 2002 2003 2005 2006 2007 2008 2009
N1-N6: GS 170590 166105 161807 162605 174678 193717 206631 194249 182414
N1-N6: NS 265590 281502 291676 297770 305254 330135 292137 262408 213900
NC(V) 26451 67512 122921
Total 436180 447607 453483 460375 479932 523852 525219 524169 520235
GS = general subjects; NS = natural science
Source: WB (in press)
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This excludes the figures for those programmes outside of the NC(V) and “N”
programmes, and it is noted that the FET College also provide theory training (and in
some cases practical training) for learnerships as well as skills programmes. These
programmes are funded primarily through the SETAs or are privately funded by
students. Enrolments in these programmes constitute a small percentage of students
(around 18,000) but do represent a potential area of growth within the post-school
system

Of concern though is that more recent figuress? suggest that in 2010, total headcount
enrolments for NCV, Report 191, Report 550 (old Senior Certificate) and non-DHET (i.e.
SETA-accredited programmes) was 326 970 students. For the 2011 academic year, the
projected headcount enrolment by the end of admissions for the third trimester is 359
000 students only for the Report 191 programmes, the NCV and the SETA accredited
programmes. This drop is probably associated with the phasing out of the Report 191
programmes and the shift to NCV, which resulted in increased numbers of students
taking full-year programmes rather than semester and trimester programmes (i.e., for
every one students doing a NCV programme over a year, there may have been two or
three students doing trimester or semester Report 191 programmes). Therefore, the
effect was a reduction in the total headcount of students enrolled in the colleges.

Data collected by the Department of Education in 2006 showed 864 private providers
and over 4,000 training sites with a total enrolment head count of 710,000 trainees
(WB, in press). In number of students, private providers enrolled 58% of the total. The
World Bank draft report notes that private training provision tends to complement
rather than duplicate public provision: for example engineering trades made up 60% of
enrolments in public FET colleges (both NCV and N courses) in 2009, compared with
only 10% in private training institutions in 2005 (Akoojee and McGrath, 2007). In
offering these figures it is re-emphasised that better data are needed on the number,
type and quality of private provision.

There is also little clarity with respect to the numbers for learners receiving training in
the workplace. However, South Africa was ranked 15t out of 134 countries on firm level
participation in employee training, in the recent Africa Competitive Report, suggesting
relatively low levels of training. The figure below shows that large and medium sized
firms have relatively high levels of participation in training, 65% and 45% of these firms
offer formal training to their employees respectively, but the participation of small firms
is low, only 20% offer such training.

50 Taylor, N: submission to the NPC, 2011
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RSA: % of Firms Offering Formal Training to Employees by Size and Type

Source: Africa Competitiveness Report 2009, 315.

When reviewing these numbers it is noted that the policy environment has also caused
confusion in the area of TVET for example, the uncertainty about the long-term status of
apprenticeships, and their relationship to learnerships, as well as problems with the
qualifications leading to learnerships has meant that N programmes were initially
discontinued as it was anticipated that the apprenticeships were to be phased out,
reintroduced when it was realised they would not be, and recently, the Minister has
indicated that only 8,000 places are available for new entrants into the artisan route
through N programmes in 2012. This assumes that the occupational qualifications will
be in place and that the FET Colleges will be able to offer the theoretical and practical
components of these qualifications so as to increase the numbers that are able to pursue
this artisan route.

There is also a network of Public Adult Learning Centres, which provides second chance
learning opportunities for significant numbers of adults. These numbers, as evidenced
below are very small and worsened by the fact that there are no details given as to how
many of these learners achieve any form of certification, nor at which levels these
programmes are offered.

Provision of adult education

Year No. learners No. institutions No. educators
2005 269 140 17 181 2278
2008 290618 19 454 2482
2009 297 900 15 657 2395

Source: DBE, 2010b

Recent figures suggest that by 2011 these figures have increased and there 312 077
students are now enrolled in public adult education centres, making their enrolments
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comparable to those of FET colleges. However, the limited number of these learners that
appear to be completing their NSC through this route suggests that there continues to be
little accessible provision to assist people to catch up on the learning they have missed
out on and to then be in a position to access other post-schooling options.

With respect to higher education, while achieving higher numbers than the other sectors
that constitute post-schooling, at 17% South Africa’s participation rates?, is still
significantly lower than that for comparable middle-income countries, although it is
much higher than the average of 6% for sub-Saharan African countries. Taylor (2011)
notes that the National Plan for Higher Education (DOE, 2001) set a goal of 20%
participation by 2016. The paper suggests that in order to reach this target, the school
system would have to produce an additional 173 702 matriculants qualified to enter HE
from the 2010 figure, an increase of 19%. The bottleneck to reaching the 2016 target
will undoubtedly be the ability of the school system to meet this challenge, rather than
the ability of the universities to absorb these numbers, although that will be difficult
enough in and of itself, and require very considerable additional funding.

There are few alternatives for those who seek a vocational or occupational qualification.
There are inadequate financial resources to allow most school leavers, including
matriculants, to successfully enter post-school provision.

The overall shape of the SA’s education and training system is that, in contrast to
developed systems, which have a pyramidal shape with university enrolments
constituting the smallest peak, South Africa’s pyramid is inverted and distorted. First,
many more students are enrolled in higher education than in FET Colleges: for every
100 students enrolled in FETs there are 161 enrolled in higher education, which is the
inverse of what happens in well functioning systems. Second, enrolments in FET
Colleges and Technical High Schools combined constitute only 20 percent of total
enrolments at upper secondary level. This is comparable to overall averages in Africa
(20 %), and Latin America (18 %), but well below those in East Asia (35 %) and Europe
(48 %)-2.

This ‘inverted pyramid’ is seen as a major problem for our system and results in a
workforce with a serious shortage of artisan and other mid-level skills. However, the
figures cited above highlight the reality that it is not a question of reducing the numbers
in higher education to address the pyramid but rather that enrolment across further
education and higher education are both too low and that there is pressure on both
further and higher education institutions to diversify and expand, albeit to different
levels. This imperative is reflected in the DHET National Plan, which is targeting a long-
term goal of a 50% participation rate in universities and colleges by 2030.

Moving away from the numbers of people who access programmes, there are also real
concerns about quality. Using throughout as an indicator of quality, it can be seen that
across institutions this is a concern.

Figures provided suggest that with respect to adult education, very few adults acquire
the full General Education and Training Certificate; most collect only a few unit
certificates.

51 Enrolment as a proportion of the 20-24 year old cohort
52 Taylor, Nick: submission to NPC, 2011
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In terms of FET Colleges, figures provided by DHET suggest that about 26,500 students
entered the first year (Level 2) of NCV studies in 2007, but only about 1,200 passed the
Level 4 examination in 2009, that is, less than five percent.

FET Throughput -NCV (number of students)

Source: DHET Examinations Directorate

If 5% of new enrolments in colleges graduate from programmes within the stipulated
time for the qualification - and it is noted that there have been improvements as the
programme is implemented and that this was the first cohort of learners - it is likely
that it will cause significant backlogs in the college system, with large numbers of
repeaters, even with improvements in throughput. This will further restrict the ability of
the colleges to free up spaces for new students, which in turn restricts expansion and
undermines government’s strategy to reach 1 million enrolments in colleges by 2014.
Similarly, while these figures may have improved, the data available for learnerships in
2007 suggest that the average completion rate was only 34% (DOL data).53 Completion
rates for apprenticeships were not available.

A similar concern can be seen with respect to Diploma Programmes:

53 The Department of Labor reported that there were 19,930 enrolments in Learnerships in
2008/09 and that 16,728 completed in that year. This would give a completion rate of 84
percent. However, it is not clear whether this refers to the same group of learners and if this
means that these learners successfully attained the qualification. Department of Labor (2008/9)
report on the National Skills Development Strategy Phase II.
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Source: Scott, 200954, Graduate output at the Universities of Technology: an analysis and proposed
agenda for improvement, National Business Initiative. Commissioned on behalf of the Joint
Initiative on Priority Skills Acquisition (JIPSA).

Similarly, there is high drop out from universities with the attrition rate over the course
of the qualification being as high as 78% (Letseka et al in Smith, 2011) which
contributes further to the constriction of skills supply.

These poor throughput figures do not suggest that all institutions have the same
capacity constraints: however they are provided as they highlight the challenges that
may be experienced in trying to reach the numbers suggested by the NGP, certainly in
the short term and even with respect to the medium term. They are also included as
research suggests that many of the institutions do have a number of similar issues facing
them, which will need to be addressed. These include, to differing degrees for the type of
institution as well as for particular institutions: absence of proper selection processes
(particularly for FET Colleges and learnerships), lack of preparedness of learners, issues
pertaining to management of these institutions, and qualifications and experience of
lecturers, and insufficient interface between the providers and the workplaces.

There are also issues facing the institutions and learners with respect to throughput and
the ability of learners to acquire the relevant qualification, where the issue of workplace
experience looms large. Learners who undertake the N programmes, or even the NCV,
and wish to undertake a trade test, need to (in addition to gaps in theory and practical
training) have access to workplace experience. This could be in a form of
apprenticeships or post-qualification internships but these have proved difficult to
secure.

54 Scott (2009) Graduate output at the Universities of Technology: an analysis and proposed agenda
for improvement, National Business Initiative. Commissioned on behalf of the Joint Initiative on
Priority Skills Acquisition (JIPSA).
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In addition, it is suggested that the reasons behind why youth are not studying does not
appear to be, at least wholly, linked to the lack of available spaces, but rather a lack of
affordability. A study of youth by StatsSA (reported in Smith, 201155) indicates that 36%
of 15-24 year old NEETSs base their choice not to study on inability to afford the
programmes.

While substantial NSFAS funding has been made available both at universities and
colleges (in particular NSFAS funding has been increased from R400-million in 2010 to
over R1.2billion, in order to attract students to colleges), there are still significant
challenges in convincing young people that colleges are a viable option.

In addition it would seem that enrolments in universities have been consistently defined
along racial lines, with whites being 3.5 times more likely to enrol than African South
Africans. In colleges, however, the large majority of learners are African and some have
only enrolled in colleges because they could not get into university, as they did not
qualify for entry into university qualifications.

Finally, there are concerns that workplaces have reduced the level of workplace training
that they offer because the regulations that enforce training which is accredited
prevents them from offering specialised training that meets a particular need that has
just emerged in the workplace.

Thus in summary it is clear that there is a need to consider how to increase enrolments:
as an example, the present college enrolment will only prepare a relatively small
number of graduates to access the artisan route. This suggests that attempts to ramp up
skills supply for artisan training will require significant increases in enrolment.
However, as evidenced from this paper, this will only have value if there is also an
improvement in the performance of learners in colleges (linked to the multiple issues
highlighted previously) and improved mechanisms for greater interface between
industry and colleges for placement are created.

8.5.2 Recommendations

Government is driving an expansionary path in both further education and higher
education and has a stated commitment to increasing the diversity of choice available as
part of the post-schooling landscape. There is also a commitment to build new
institutions if required, including new higher education institutions in Mpumalanga and
the Northern Cape and the possibility of establishing new FET Colleges and Public Adult
Learning Centres depending on the findings of the Ministerial Committee. This
commitment to increasing access is seen as critical and should take place: however it is
important that this does not take place at the expense of the performance within the
existing institutions which, as illustrated, is already low. Given all of this it is
recommended that:

[. There is a need to consider whether the establishment of new institutions is
required: that is, where is it viable to expand enrolments numbers within
existing institutions without compromising quality or where would it be
preferable to create a new institution. These options need to be considered
within the context of the imperative for differentiation with respect to the PQM

55 Connecting young South Africans to Opportunity : A literature review and strategy, JM Smith
for DG Murray Trust.
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(Programme Qualification Mix) rather than simply trying to expand the numbers
within existing institutions;

II. This does not take away from the possibility that existing institutions could be
used more effectively if programmes were offered in multiple ways including in
the evenings and part-time. Thus it is recommended that where institutions
have the capacity to expand it in the short-term in key occupational areas
identified by the NGP this should be supported and funding should come from
SETA and NSF grants as relevant. This would include a focus on: infrastructure
development, mining, and agriculture (particularly for rural campuses).

III. There is a need to ensure that there are focused interventions in place to
improve the recruitment and enrolment of learners into particular programmes;

IV. There is a need for a national plan, coupled with a budget, which sets out an
intensive focus on upgrading of lecturer skills (both subject knowledge and
pedagogy) to ensure longer-term improvements in provision in the College
sector.

V. There is a need to consider how providers, particularly of occupational
programmes, will be supported to work more effectively with workplaces to
ensure both the relevance of the programme as well as the possibility of
securing work-placements for graduates. The SETAs should play a key role in
this.

VI. The system for workplace training should be simplified such that it is possible
for workplaces to provide training in a manner that meets their immediate
needs. This should be coupled with a strategy which encourages workplaces to
offer placement to support learners to complete qualifications that will be
needed in the short term as well as the medium to long term.

8.6 Systems & Structures for Effective Skills Planning

Most countries have some form of structures, which represent the interests of key
stakeholders in the skills planning system - employers, employee organizations and
trade unions, professional bodies and associations, providers and Government. On the
demand side, the employer voice is seen as important by many of the agencies involved
in this sector, although the limitations of their input as described elsewhere in this
paper is recognized. In most cases, Government offers a steering mechanism through a
policy framework and generally funding or co-funding of these structures. The
representative bodies usually also report directly to Government, either to a Higher
Education/Vocational Training Ministry, or to one of the (in South African terms)
economic cluster ministries - Labour, Enterprise, Trade etc, or to more than one
ministry. Increasingly, this stakeholder engagement is complemented by independent
labour market research conducted by an agency outside of Government, although
generally paid for by Government.

On the supply side, provider voice is generally through representative bodies, generally
organized in terms of public and private providers, and then further disaggregated into
higher education and vocational training providers. The focus of this engagement is
generally on the nature of qualifications, the content of qualifications and the quantum
of provision.
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What was lacking in the literature is a more detailed understanding of how stakeholders
translate skills demand through to the supply side, and how providers are supported to
understand demand and take this into account in their planning: instead the main ‘users’
of skills forecasts seem to be national governments, with some evidence of stakeholder
utilization in specific countries.

8.6.1 South Africa Context

South African stakeholder structures are well established, though not consistently well
functioning, with respect to both understanding the demand for skills and in terms of
the coordination of supply, or rather providers.

There are a number of structures that are meant to assist in understanding what skills
are needed: critically these include the HRD Council, the National Skills Authority and
the SETAs. However, in reality the NSA tends to focus on overarching national
imperatives which are then coupled with the skills needs suggested by the SETAs. The
challenges with respect to the sector planning processes undertaken by the SETAs have
already been highlighted in this document: and these challenges need to be located
within an understanding of the broader issues relating to SETAs and in particular the
lack of clarity about their mandate.

This means that SETAs are trying to address a range of challenges in society and the
economy, which research suggests results in them having minimal impact. One aspect of
this ‘fuzzy mandate’ is that there is little clarity about the way in which SETAs are meant
to enable providers to engage with the SSPs as they currently stand. Thus, although this
demand for skills is meant to be translated to providers, in practice this engagement is
sporadic and relatively uncoordinated: in fact, there is no one national forum where
demand can be translated to providers, neither are there forums established by the
SETAs where they can systematically explain to HET and FET providers their specific
sectoral level needs.

This does not negate the fact that individual SETAs may have set up good relationships
with individual providers specific to their sector, but there is no point at which this
relationship can be broadened: for example, FASSETT has relatively good relationships
with providers of accounting training, and can articulate the demand for accountants in
the Financial Services sector into the providers for their use in planning provision, but
there is no formal channel through which, for example, the need for accountants in the
Mining or Manufacturing sector can be incorporated into this analysis.

In part, this is due to the aforementioned weaknesses in relation to the demand analysis
being developed in the Sector Skills Plans, as well as the institutional weaknesses in
some sectors of the provider landscape (particularly VET colleges) which inhibit
effective collaboration. However, the lack of a formal institutional framework for this
collaboration is a major weakness in this area.

NSDS III does however encourage the development of relationships with providers, and
previous processes have focused on the establishment of SETA-linked Institutes of
Sectoral or Occupational Excellence, which are viewed as being an important strategy in
ensuring that the needs, relevance and currency of training within a sector are
addressed. The signing of MoUs between SETAs and ISOEs generally ensures a much
closer relationship between the SETA and these designated ISOEs.
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However, the relationships formed with individual providers tends to focus on specific
activities and rather than on creating a mechanism in which demand informs the
manner in which planning takes place for supply.

8.6.2

L

IL

I11.

Recommendations

A formal mechanism for linking (better, more accurate) labour demand
information into the provisioning sector needs to be established. On the basis of
the recommendations around planning, it is proposed that

a. For short-term skills shortages, SETAs need to be supported to establish
communication channels with the main providers in the shortage areas
(where appropriate, bearing in mind the assumption that higher level
skills are likely to have to be imported). SETAs must be encouraged and
enabled, through formal networking opportunities, to access providers
outside of their immediate sector focus. These communication channels
could be in the form of an annual workshop, attended by each SETA and
most providers (or associations of providers) where sub-workshops take
place around the aggregated skills shortages identified across sectors.
The focus of these workshops would be to indicate the specific shortages
and to then enable a plan to be developed which indicates what may be
possible in the short term to address these imperatives so that the
shortages can be understood and accommodated in the list provided to
the Department of Home Affairs.

b. For medium-term skills needs emerging from the scenario planning
exercises, the high level scenarios developed against the ‘job drivers’ will
be the focus of a DHET-led engagement with structures such as HESA,
the College Principals association and associations of private providers.
These will focus on what will be required in the medium term and will
explore what might be required to enable this: for example a large
increase in the number of undergraduates so that there can be more post
graduates in certain fields, or the development of a bridging programme
to enable more learners to access the engineering general vocational
programmes. The SETAs should also be participating in these forums
though the more sector specific scenarios will be taken by the SETAs into
forums with the providers (or departments within a provider) relevant
to their sectors.

c. The long-term trend analysis will also form part of the DHET /provider
engagement, and will possibly also form part of the general plan that
DHET develops with respect to individual institutions relating to
decisions pertaining to size, shape and long term provision strategies.

There is a need to understand how effective the ISOE strategy has been and to
then develop recommendations about how this should be taken forward.
Finally, implicit in the above is the need to ensure both that there is clarity about
the mandate of SETAs and that SETAs can be held to account against this
mandate. If this mandate is consolidated, as recommended in some policy
documents, and the focus is increasingly on supporting the skills imperatives of
existing workplaces then it suggests that the focus of their engagement with
providers will be in this regard. In that context, there is a need to understand
whether it is DHET/ the NSA, or the HRD Council that should take responsibility
for the economy wide engagement and ensuring that skills development
addresses existing workplaces as well as other imperatives such as emerging
sectors, small business development, poverty alleviation programmes and so on.
There is also a need to clarify the mandate of the NSF, as compared to the SETAs,
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in this regard and to determine how it will work with other government
departments and agencies in this regard.
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