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Agenda for this morning

a Skills matter for individuals...

« because skills have an increasing impact on labour market
outcomes and social participation

.. and for economies

« because failure to ensure a good skills match has both
short- term consequences (skills shor"ragesl) and longer-
term effects on economic growth and equality of
opportunities

. but better skills do not automatically translate
into higher incomes and higher productivity

« Success with converting skills into jobs and growth
depends on whether
- we know what those skills are that drive economic outcomes
- the right mix of skills is being taught and learned in effective,
equitable and efficient ways
- economies and labour-markets fully utilize their skill potential
- Governments build strong coalitions with the social partners

to find sustainable approaches to who should pay for what,
when and where .
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Many systems have done well in getting
more people to higher qualifications
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The composition of the global talent pool has changed...

Countries' share in the population with tertiary education, for 25-34 and 55-64 year-
old age groups, percentage (2009)

55-64-year-old population 25-34-year-old population

Lisbon Council
15 September 2011
Andreas Schleicher

About 39 million people About 81 million people
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The composition of the global talent pool has changed...
Countries' share in the population with tertiary education, for 25-34 and 55-64 year-

old age groups, percentage (2009)

55-64-year-old population

United States, other, 14.5

other, 12.9 35.8

Korea, 1.6
Australia, 1.7

Mexico, 1.8 |
Ttaly, 1.9
Spain, 2.1
Brazil, 3.5

France, 3.5 \

Canada, 4.2

United Kingdom, France, 4.1
5.3 Japan, 12.4 cgnada, 3.1

Germany, 6.3

Korea, 5.7

Australia, 1.6
Mexico, 3.9

Italy, 2.0
Spain, 3.5

Brazil, 4.5

China, 6.9
4.4

United Kingdom,

25-34-year-old population

United States,
20.5

China, 18.3

Germany, 3.1




..and will continue to change
Share of new entrants into tertiary education in 2009 (all OECD and G20 countries)

Other countries, China, 36.6%

4.8%
1

Netherlands,
0.5% Other
Portugal 0.5%
Chile, 1.3% Czech Republic 0.4%
Australia, 1.3 Israel 0.4%
Sweden 0.4%
Ita!y, 1.4% Belgium 0.4%
Spain, 1.6% Hungary 0.4%
Poland, 2.1% Austria 0.4%
New Zealand 0.3%
Germany, 2.5% United States,yitzerland 0.3%
12.9% | siovak Republic 0.3%
Denmark  0.2%
Norway 0.2%
) . ) Ireland 0.2%
Mexico, 3.1%_/ Russian Finland 0.2%

United Kingdom, Fedlcce)rgt;on, Slovenia 0.1%
@>> 3.3% 0 Estonia 0.1%

OECD Turkey, 3.7%  J2Pan, 4.2% Indonesia, 4.9% Iceland 0.0%
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..as also visible in the current output of schools
Share of upper secondary graduates in 2009
(all OECD and 620 countries)

Other countries, China, 42.6%
3.8%

Chile, 0.6%

Other

Netherlands, Belgium  0.4%
0.7% Portugal 0.4%

Czech Republic 0.3%

Hungary 0.3%

. Israel 0.3%

Spain, 1.0% : Sweden  0.3%

Canada, 1.1% Austria 0.3%

Poland, 1.4% Switzerland 0.2%

i (o)
Italy, 1.5% j Slovak Republic 0.2%

i (o)
Turkey, 1.6% United States, Al O'Zf’
9.9% Norway 0.2%

Korea, 1.7% New Zealand 0.2%
United Kingdom, Denmark  0.2%

2.2% / Brazil. 7.3% Ireland 0.2%
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Germany, 2.5% Slovenia 0.1%

France, 2.8% . o Estonia 0.0%
‘ Indonesia, 6.1% celand 0.0%

@>> Mexico, 2.8% )
Russian Luxembourg 0.0%
OECD Japan, 3.4% Federation, 5.2%




...but qualifications
are not the same as skills...
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assessment of adult competencies

a PTAAC will

in each country interview 5000 adults aged 16-65
in their homes and testing their skills

collect information on the antecedents, outcomes and
contexts of skill development and use

.. in order to...

provide a comprehensive assessment
of the human capital stock

show to what extent skills held by individuals are
actually used at work and identify the role skills play in
improving labour market prospects

improve understanding of the labour market and social
returns to education and training

help governments better understand how education and
training systems can nurture these skills

help countries prioritise investment of scarce resources
in education

contribute to building strategic partnerships for policy
implementation .
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Key elements of PTAAC

Measures of adult

competencies
o Test-based measures in areas
where methodologies exist
o Indirect measures in other
areas that support PTAAC's
policy objectives
Surveyed:
individuals

Assessment:

di

Measures of the
utilisation of
competencies

at the workplace

« Through a
job-requirement survey

Surveyed:
individuals

Assessment.

indirect

Measures of key
social and economic

outcomes

« Labour-market experience ,
status and transitions,
earnings, adult learning,
social outcomes

A background

questionnaire
To contextualise and
analyse determinants of
competencies, their
development, and their
use
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l Description of the population with low skills, or special population groups '

such as immigrants, and interrelationships with labour-market outcomes.

Labour force skills and the price of these skills are crucial to
understand in the perspective of increasing global competition for jobs
higher up in the skill hierarchy. PTAAC can tell us more about which
cognitive and non-cognitive skills are important in particular.

‘PIAAC can provide systematic insights into the risks and rewards for
skills in the labour market, for individuals and economies, as well as for
Qpecific subgroups such as immigrants /

important and does it translate into large earnings penalties? Have
education and training systems in OECD countries shown sufficient
adaptability in the face of changing skill demands or are skills
mismatches endemic? How do task-based learning (JRA) and job-related

training relate to the length of the working life? (but keep in mind that labour-
market outcomes and training are snapshots in time whereas the measured skills are accumulated over
the lifespan)

these relate to eduTa‘rional attainment?

| (Skipexamples) |



Skills matter for individuals...

..because skills have an increasing impact on labour
market outcomes and social participation
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Low skills and economic outcomes

reased likelihood of failure (16-65 year olds) —In lowest two
quintiles of personal
income

—Unemployed
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Did not receive
investment income in
last year

o 1
Number of skills do ith low performance
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Odds are adjusted for age, gender and immigration status.




Marginal probability of being
unemployed by skill decile

16-65 years ==16-24 years

Lisbon Council
15 September 2011
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OECD
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People leaving initial Temporary exit:

education childrearing, education, etc.
Up-skilling Decline in existing
existing workforce workforce skills
Permanent exit:

People re-entering the

labour market invalidity, death, retirement
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Drivers of current and future demand of skills

Instruments to ensure responsiveness
of education provision to labour demand

assessment of adult competencies

Optimising access to education and training throughout life

Impact of migration and international labour mobility on skill
formation systems




Skills demand

Higher production | good match

and job satisfaction

Information
sig’nalling
HR practices

Matcll o{
worker skills
& job tasks

Skills supply

mis-match 5| Lower production

and job satisfaction

Which measures help optimise the utilisation of skills on the job?

How can workforce participation be boosted?

Which tools facilitate the recognition of skills?

How can transparency of skills systems be ensured?

What information is necessary to facilitate matching of skills?
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How the demand for skills has changed
Economy-wide measures of routine and non-routine task input (US)

-—=Routine manual

Nonroutine manual

e=mRoutine coghitive

—Nonroutine analytic

-—=Nonroutine interactive

1960 1970

(Levy and Murnane)

IPLl( The dilemma for education and training:
The skills that are easiest to teach and
test are also the ones that are easiest to
digitise, automate and outsource




Changes in employment shares by occupation
1960-2009, selected OECD countries
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Prof. and Tech. Admin. and Clerical Sales Service Farm Prod. and
Manag. labour.
Australia, Austria, Belgium, Canada, Chile, Denmark, Finland, France, Germany, Greece,
Ireland, Italy, Japan, Korea, Luxembourg, Netherlands, New Zealand, Norway, Portugal, Spain,
Sweden, Switzerland, United Kingdom and United States.




Skill mismatch by occupational groups

HIGH-SKILL MATCH
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LOW-SKILL MATCH
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M Goods Service (low-skill) Information (low-skill)
@» Information (high-skill) Managers ® Knowledge (expert)

OECD Source: PIAAC Field trial




Making investment in skill
development and utilisation more
efficient

international Assessments

Impact of

Who should pay for what, when and how?

Which is the right level of intervention
(regional and local dimension)?
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How should financing and incentives (to employers and individuals)
be structured?

What are good models of policy evaluation to ensure efficiency/
continuity of skills policies?
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Components of the private net present value for a man
with higher education (2007 or latest available year)

B Direct cost Foregone earnings B Income tax effect
W Social contribution effect B Transfers effect B Grosss earnings benefits
Unemployment effect

Portugal g
United Stafes 323,80¢
Italy 311,96
Korea 300,868
Ireland 253,947
Czech Republic 240,449
Hungary 230,098
Slovenia 225,663
Poland ,
United Kingdom
Canada
OECD Average
Austria
Germany
Fgance ,
apan ,
Finlgnd ) Net
Belgium . present
Netherlands ) value in
Australia 100,520 USD
Spain 95,320
Norway 92,320
New Zealand
Turkey
Sweden ,
Denmark . |

-400,000 -200,000 0 200,000 400,000 600,000 800,000
@» USD equivalent

15 September 2011
Andreas Schleicher

S
C
-}
(@]

O
(e
(@]

o]

@

|

PIAAC

OECD Programme for the international
assessment of adult competencies

C hart A9.3




Percentage-point change in relative earnings
25-64 year-olds (1998-2008 or latest available years)

OECD countries Tertiary
Australia 16
Austria* 2.8
Belgium* 3.7
Canada* 0.0
Czech Republic 9.1
Denmark 3.2
Finland* -6.2
France
Germany @
Hungary 111
Ireland* 10.9
Israel* 2.7
Ttaly* 11.7
Korea™ =9
Luxembourg™ @
Netherlands™ 10.8
New Zealand -2.1
Norway™* -5.5
6.1
-8.7
-7.4
125
-5.2
1.2
-3.2
13.0
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Poland*
Portugal
Slovenia*
Spain*

Sweden
Switzerland
United Kingdom

United States )
OE * Limited years; Other notes: Yellow within +/- 3%; Red > -3%; Green > +3%

assessment of adult competencies




o
o
+—
-
-
-
+—
\V
|
O
o
®)
S
o
o))
=
+—
.
Q
S
\V
|
)
2
|
Q
>~
S
Q.
S
=

JBYDIBIYIS SeaIPUY | ssipusiadwos jnpe Jo Juswissesse
LL0Z L@QE@#Q@@ Gl jeuoljeulajul ayj 1o} QEENL@OLQ aos3ao

louno uogsi] | OVVid




Public cost and benefits for a man obtaining tertiary education
(2007 or latest available year)

M Public benefits M Public costs
United States | | | 193,584
Germany 168,649

Belgium 167,241
Hungary 166,872

155,664

Slovenia
Finland 1d0. 177
United Kingdom 95 /322
Netherlands | 95,030
Poland 94,125
OECD Average 91,036
Austria |— 89,705
Portugal 89,464
Korea 89,034
Ireland 85,917
Australia 84,532
Ttaly 82,932

Czech Republic 81,307
Canada 79,774

Japan 67,411
France 63,701
Norway 43,419
New Zealand 46,482

Sweden 37,542
I 29,582

Spain _f——
— 28 621

Denmark
Turkey 21,724

@> = Chart A95 = 50,000 100,000 150,000 200,000 250,000
OECD : In equivalent USD
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Public cost and benefits for a man obtaining upper secondary or post-
secondary non-tertiary education (2007 or latest available year)

M Public benefits M Public costs

Austria /

United Kingdom
United States
Denmark
Germany
Portugal
Norway
Ireland

Italy

OECD Average
New Zealand
Hungary
Sweden
Canada
Australia
Slovenia
Czech Republic
Finland
Turkey

Spain

Poland

France

15 September 2011
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The crisis hit
the least educated hardest

15 September 2011
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When the crisis hit

Percentage-point change between 2008-09 in unemployment rate for 15-29 year-olds

Below upper secondary
education (%)
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Proportion of 15-29 year-olds unemployed (2009)

OECD average

%
4.5

4 LSweden

3.5 Finland

L 2
L New Zeala#d
¢ Iceland

United States

o
Denmarke * Au.s;‘rr'alia
¢ Netherlands ~,0qda ¢ United Kingdlom

¢ Norway

Lisbon Council
15 September 2011
Andreas Schleicher

<
36
4+
o
O
o=
o)
\Y
<
H

Poland | OECD average

PIAAC

OECD Programme for the international

* Turkey

Switzerland
<&

. Ttal & Estonia
Israc® Ausf'f;gmany Y e Yraland
S

Mexico ' : Greece
Czech Repufflic France

5

4 Portugal

assessment of adult competencies
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Proportion of 15-29 year-olds unemployed,
by duration of unemployment (2009)

Not in education In education

B Unemployed less than 6 months B Unemployed less than 6 months

Unemployed more than 6 months Unemployed more than 6 months
Spain
Turkey
United States United States
United United
Portugal Portugal

New Zealand New Zealand
Poland Poland
Netherlands Netherlands
Switzerland Switzerland
Greece Greece
Slovenia Slovenia
Sweden Sweden

OECD average OECD average
Ttaly Ttaly

Germany Germany
Australia Australia
Belgium Belgium

Israel Israel

France France

Canada Canada

Mexico Mexico
Estonia Estonia

Czech Republic Czech Republic
Austria Austria
Finland Finland
Ireland Ireland
Denmark Denmark
Iceland Iceland

®>> Norwa %  Norway
2 Chart C4.4 15
OECD
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What we heed to resolve...

0 Some people have poor foundation skills

Shortages, skills gaps exist

Skills are underutilised (unemployment, low
rates of labour market participation)

Q There is evidence of mismatch

- 0 Are we skilling for future jobs
(quantity and quality)?
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What we can do

0 Mobilise and develop comparative intelligence
on skills and skill utilisation

a Prioritise investment of scarce resources in
skills development

a Foster peer learning and look at skills beyond
the nation state

a Contribute to building strategic partnerships
for policy implementation .
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In Conclusion
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