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Abstract

Thisf i nal report fLreadm Cthheenn@Em@Pl d yheerme of t he
Linkages research programraddresselow to help young people make effective education
employment linkages, focussing on institutions thaé direct contact with employers to
channel information to young people in secondary school or in further education or training.
The report develops stged models of employers and employees and integrates the two models
to produce a model of é&kill ecosystera It discusses a case study involving the Careers,
Internships and Employment centia the University of Canterburysing the soft systems

appra ¢ h . A O6rich pi ct uirwerkto bdarmimegratedhset of menaigof o f
services provided to employers, students and facullies.report proposes a New Zealand
system of regional skill ecosystems anchored by Careers New Zealand. It fecttramends
thatcareers offices isecondary and tertiary educatiorganisations (or thitors performing

that role in a small private training establishment) be regarded as key actors in the regional skill
ecosystem. A very important step in this diren has been the recent development by Careers
New Zealand of Career Education Benchmarks for secondary schools and for tertiary education
organisations.
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Executive Summary

Introduction

1. This is the final -redgorCthahneimsd® hée hémenpbo
Employment Linkages research programme. It addresses the policy problem of how to
help youngpeople make effective education employment linkages when they are making
important education choices, focussing on the institutions that begin with direct contact
with employers and use this contact to channel information to young people in secondary
schod or in further education or training.

Access to Skills

2. Earlier research by the author recorded three main reasonslyivemployers to be
involved in helping young people make effective education employment linkageg raisin
the profile of their industry obusiness among students; having first access to an

institutionds talented graduates; and to
their workplace. These three reasons are retatedch otherndera generaheading of
baccess to skill sé

3. Access to skills has been an ongoing issue in the information and communications
technology (ICT) sector, both regionally and nationally. More generally, the former
Department of Labour (absorbed into the newly establishemisivy of Business,
Innovation and Employment on 1 July 2012) maintaislists describing skill shortages
in New Zealand occupatioiighe Long Term Skill Shortage List and the Immediate Skill
Shortage List. IrBeptember 2012, there were 128 occupatwnthe long term list and
101 occupations on the immediate list, or 229 occupations in Ait#he same time,
unemployment in New Zealand was about 6.5 per cent and about 10 per cent of the youth
population aged 139 were seeking employment. Thee® sets offigures suggest a
skills mismatch.

4. Concerns about skills formation and utilisation are not uniqueew Kealand. The
OECD (201} is encouraging its member countries to develop and implement strategies
sinceiensuri ng an ademadimising therwge prid gptinoiding farther | | s ,
development of skills in the workforce is key to boosting employment and economic
growth, and to promoting soci al i ncl usi onc

A Stylised Model of Employers

5. Conceptually, enterprises can be considered as maddayr &ey elements: a Business
Plan; a Balance Sheet; a Human Resources Manual; and a Profit and Loss Account.
Different enterprises may have different names for one or more of these concepts;
neverthelessall four are necessary to achieve the followoigectives of a sustainable
enterprise:

Vii



6.

T To determine the enterprisebds market opp

customers from the resources consumed in the enterprise;

T To record the enterpriseds investment
those opportunities;

T To describe the enterprisebds strategy
(including managers) that match the market opportunities and capital investment;
and

1 To measure the financial sustainability of the enterprise as la oésarning
profits from its valuecreating activities.

Figure 4 (reproduced below) presents a stylised model of employers using these elements;

the successful matching of market opportunities with its capital investment and with its
productive workersreates profits that ensure the enterprise is financially sustainable.

Figure 4
A Stylised Model of Employers

Productive
Workers

Capital
Investment

It is possible to conceptualise two different approaches to crgatfityopportunities

one based on providing customers with lower prices and one based on providing
customers witthigher value. This distinctiohas leda nationalprojectin Australia to
conclude that particular industries or par@curegions can del@ digh skill
ecosyst tomskile aondy sstmdanystide Department of Labour (2011, p. 9)
hasw a r n e dhe NéwaZealarid labour market faces the risk that it will get trapped in
a lowwage, lowskill equilibrium, where low wages and poor productivgsowth
becomeseif ei nf orcingd and the Committee for
Auckland skills eosystem could develop either as a vicious cycle of low profits, low

wages and low skills or as a virtuous cycle of greater profit, higher wages and more skills.
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A Stylised Model of Employees

8.

10.

11.

There is much more to education than developing labour m&rketls| s, but an i
economic welbeing can be gregtinfluenced over a long timiey the education choices

made as a young persdn.this contextFigure 11 conceptualises labour market skills as

the result of matching three elements: individuaillites; education investment; and

employment opportunities.

Figure 11
A Stylised Model of Employees

Education
Investment

Individual
Abilities

The matching model in Figure 11 comes from a synthesis of important contributions in
the economics literature to modern understandings of skills. This includes the
comparative advantage model of Roy (1951), the human capital mddeiadr (1958),
Shultz(1961) and Becker (1962, 1964nd the signalling model of Spence (1973). The
produce the left, bottom and right dotted arrows in Figureeggiectively

Another contribution to the economics literature has argued that a further diménsion
identity i needs to be taken into account when considering skills (Akerlof and Kranton,
2010). Research in the EEL programme has emphasised that identities are relational,
multiple, contested and dynamis.k er | of and Kr ant onohew wor Kk
identity affects recognition and reward of skills in the labour markatisthe concept at

the centre of Figure 11 Skills 7 is not always a straightforward term; a long tradition
argues that socioecononfmrces reinforcing privilege and poverty reproduce persistent
inequalities based on race, gender and class in work conditions and wage rates

There have been a number of recent reports on the experience of New Zealand youth in
education and the labour market. Theportdiscusseshe OECDS €008) study oflobs

for Youthi n New Zeal and, Davi d Ranaysisafrhidtori€ah u | Ca
trends in census data, the Pri mdmpivingi st er
the Transition: Reducing Social and Psychological Morbidity During Adolescence
(Gluckman, 2011) anthe New Zealand Instituteeport More Ladders, Fewer Snakes:

Two Proposals to Reduce Youth Disadvantag8ovenet al (2011).




12. It is a reasonably common practice for researchers and policy analystsdolyte
human capital model wheatefining labour market skills, without any reference to the
apex of the diagram in Figure 1Employment opportunities. The assumption is that the
labour market will match the supply of skills with the demand for skilled labiche-.
report argues that ihimpoverished approach loses the direct connections (a) between

empl oyment opportunities and I ndi vi dual
advantage) and (b) between employment opportunities and education investment
(Spenceds signalling model ).

The Skill Ecosystem Model

13. An early wuse of the 0 sFlegold (1989ncas nfudnteaimé p hr
ar t i creatingseflfsugiaming, higkskill ecosystems In 2000, the New South Wales
Board of Vocational Education and Training commissionedili+disciplinary team of
researchers to undertake a proftiinkagesetween work and skills. The project drew
on Finegol dbés 0s kiFiglrel®demctsthes nhodeindl ehigheskilla p h o r .
ecosystenproduced from that researdh highlightsfour different groups of actors and
how each group must be motivated by mutually reinforcing advantages for the high skill
ecosystem to flourish.

Figure 15
Depiction of a High Skill Ecosystem

Source Windsor and Alcorso (2008, p. 5).

14. In 2012, the Committee for Auckland, in association wite Ministry of Business,
Innovation and Employment (MBIEnd the Auckland Council, launched the Auckland
Skills Project. It argued that the skill development system should be considered as an
ecosytem. Its report concludéhat there are readily available and widely accepted ideas
for improving the skills developamnt ecosystem, but also suggestel a t Aprogres




16.

17.

The stylised models @mployers and employees reproduced above can be integrated to
produceamodelads ki | | ecosystem. At the heart of
At the heart of the employeesd modeit | i es
isanemployer 6s profits that give rianempbogmpelosy
skills that define productive workerslence the two diagrams are readligments of a

more integrated skill ecosystem model shawkigurel9.

Figure 19
The Skill Ecosystem

Market
Opportunitiey

Education
Investment

Capital
Investment

Individual
Abilities

The model in Figure 19 has a number of attractive features, starting with the binary
relationship between skills and profits at its coreother attractive featurtgighlights the
importance of market opportunities and individual abilities as the foundation for profits
and skills. A third attractive feature is that the maliiestrates the coordination problem
within a skills ecosystenthat s the focus of this reporEmployers make capital
investment decisionseparatelyfrom the education investment decisions of current and
potential employees. This separation means employers can be constrained by skill gaps
in the labour force while potaat workers can waste time and financial resources by
investing in education that is eaf-date or produces skills for which there is no employer
demand

This doesnot mean that government intervention is necessarily the answer. This
important point hasden emphasised in the Australian research on skifystems by

Buchanan (2006 : Afgovernments can f aiilafailure oft hi s r
coordinationo. Buchanan goes on to argue |
of stakeholders, inading employers, unions and education authorities.

Xi



The Dalziel model of skills ecosystems in Figure 19 has been tested in two recent studies.
The first was an OECD study of climate change, employment and local development in
Sydney, Australia (Mirandat d, 2011). The second was under the Valuing People
Productivity research programme of DairyNZ as an element iStrstegy for New
Zealand Dairy Farming 2009/203Dalziel et al, 2012; Newman, 2012J hese two case
studies illustrate how the skill ecosystem model can be applied to sectors and regions.

Networking for Careers Education

19.

20.

21.

22.

23.

Although networking is well recognised as important for careers practitioners, Vaughan
and OONei |l 6s (efitstistudy intereatiomallyt to swexiBcally examine the
practice of networking as a core task or competency of careers advisors. They showed
that thesea d v i degantsalised networks concentrate on local connections but some

also extend outside thelso 0ol 6 s r egi on. Vaughan and OGN
development of these networks.

The Vaughan and OO6Nei |l (2010) study resonge
important role of networks in promoting regional economic development, summiarised

a recent special issue BRegional StudiedDespite the importance of national and global
linkages, learning networks may tegionally embeddedecause proximity appears to

make a difference to learning opportunities (including fostering sociabdsriteat may

or may not be supportive of openness, tolerance and-soltioal diversity).

In 2011, New Zealand6s tertiary education
technology or polytechnics, 3 (WQshamh78, 34
private training establishments and community organisations (PTEs). PTEs offer a range

of activities to help students create education and employment pathways. ITOs are closely
connected to (and owned by) industry. The situation in theiguigtitutions is more
nuanced, but typically they have a career
enrolled students at key moments.

The report discusses a case study involving the Careers, Internships and Employment
centre (CI&E) at the Unirsity of Canterbury. The research method adoptetthiocase

study was the soft systems approach developed at Lancaster University. Soft systems
met hodol ogy seeks to understand the purpo
options for feasiblerad desirable change.@r i ¢ h spowsthauthbead of the work

of CI&E is an integrated set of menus of services provided to employers, students and
faculties.

Thecasest udy produced OPQRO statements descr
employers, studentand faculties, and of the CI&E centre itself. The last of these
statements states that CI&E proactively engages and works with students, faculties and
employers achieving their career and employrugi@nted goals, by using its
professional ad financial resources to design and deliver an integrated set of services

that adds value to these three groups, in order to contribute to the overall mission of the
University of Canterbury.

Xii



Towards a New Zealand System of Skill Ecosystems

24,

25.

26.

27.

28.

The report ppposes a New Zealand system of regional skill ecosystems anchored by
Careers New Zealand as the systembs natio
Bowenet al (2011) for Careers New Zealand to have responsibility for oversight of the

c o0 u nt rrall baseereadwece system with the proposal by the Committee for Auckland
(2012) to consider the skill development system as an ecosystem.

Careers New Zealand is a Crown entity es"
careers, providing leadership anpertise across the careers sector, raising the quality

of careers provision, developing careers resources, and providing services directly to the
public to help them make smart debasai ons
high reputation as aeliable source of career information, advice and guidance. It
recognises that its services are provided within a context of a wider careers system and

has explicitly accepted a leadership role in that system. In short, Careers New Zealand is

a valuable asg in the New Zealand careers system; it has the scale and quality control
mechani sms to be the countryds best and 1
advice and guidance for young people as they make education choices.

The report arguebat regimal skill developmendystemshould be treated asosystems

I n this context, the 6systembdb metaphor ref
that is made up of components working together by design to achieve a desired output
from its inputs. & o6éecosystemb is comprised of act

purposeful activity. If the ecosystem is not achieving all that is expected, then the problem

is addressed by understanding the purposes behind the actions of the actors and
identifying, eithe (a) a change in the environment, or (b) a change in the behaviour of

one or more key actors, that can reasonably be anticipated to induce further behavioural
changes by the ecosystemds purposeful actc

The INSTEP prgramme of the Priority One regional economic development agency in
Tauranga led by Lyn Parlanend the suite of youth programmes initiated by the
Otorohanga community led by its mayor, Dale Williams, are examples where an
ecosystems approach to educatiompyment linkages for young people has worked
well. The report recommendm ecosystems approad¢br designing interventions to
improve regional skills development systems. It further recommends that careers offices
in New Zealand secondary and tertiadueation organisations (or the tutor or tutors
performing that role in a small private training establishment) be regarded as key actors
in the regional skill ecosystem.

A very important step in this direction has been the recent development by Careers New
Zealand of Career Education Benchmarks for secondary schools and for tertiary
education organisations. Both the secondary and the tertiary benchmarks place students
at the centre of the r g a ni <arden develdmnent programmes. The tertiary
benchmarksidentify three dimensions that work together to ensure that student
competencies are achieved: employer and industry engagement; student engagement; and
organisation engagement. These three dimensions involve the same set of actors
(students, employers drfaculties) highlighted in the rich picture of the University of
Canterbury Careers, Internships and Employment centre. These benchmarks represent a
welcome invitation for people offering careers services in tertiary education organisations
to exercise ladership in their regional skill ecosystem.

Xiii



Conclusion

29.

30.

The latest published figures for New Zealand secondary schools counted 286,886 students
in the ninth year or higher of their school studies. Thus there are more than quarter of a
million young peoplet secondary school who every week are making education choices
that over time are crafting who they are, are crafting who they can become, and are
crafting where they can go. 16 no exaggerationo say that helping young New
Zealanders learn how to makgeeat education choices is one of the most important
investments that can be made in the future of our country. A key element in this is helping
young people develop career management competencies.

Young people empowered with these career management womijes will demand

more from their tertiarygducation organisation®olicy advisors and the general public
should demand more taathe ability of young people to build on these competencies to
make great education choices is essential for the futurebeielyy of New Zealand. The
Careers New Zealand (2012b) documé€@areer Education Benchmarkis Tertiary

provides a clear integrating framework to meet this challenge. The document is an
example of what can be achieved using the
to exercise leadership in harmony with the psgdal activities of other actors in the
system.
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Chapter 1

Introduction

The Education Employment Linkages (EEL) research programme was alisemdinary
research programme funded from the New ZeaRaraic Good Science Fund from 1 July 2007

to 30 September 2012he aim of the research programme (see Daé#tiell, 2007) was to
answer the question: How can formal support systems best help young New Zealanders make
good education employment linkagedenefit themselves, their communities, and the national
economy? To achieve that aim, the programme had four core objectives, each headed by an
objective leader:

1. Toresearch and deliver new knowledge about effective systems in school communities
for helping young New Zealanders make good education employment linkages (led by
Karen Vaughan).

2. To research and deliver new knowledge about effective systems in regional
communities for helping young New Zealanders make good education employment
linkages led by Jane Higgins).

3. To research and deliver new knowledge ab
communities for helping young New Zealanders make good education employment
linkages (led by Hazel Phillips).

4. To research and deliver new knowgedabout systems for conveying the needs of
employers to young New Zealanders, in order to improve education employment
linkages (led by Paul Dalziel).

The fourth objectivdd e c ame known as t he E-Edd Chamneldghenreemme 6 s
and this is theifial report from that objectivéts conceptual base can be explained uFiggre

1 on the following page, whighr ovi des a stylised diaglrisam of
O0stylisedbd because simple | ineamwrep@ahohasays s
common for the modern generation of young people as they once were. Nevertheless, the figure
captures key components of {icessOn leaving school, thgoung persomight choose to

enr ol i n further O6educaattiioonnsd) (dre aidn nfgu rttoh edre g
vocational qualificatiog). They might also move directly into employment falf under the
residuaheadi ng of oO6not in employment, education

A young person in secondary school makes importartagdun choicegvery week choices

about what subjects to study; choices about how hard to study; cabameshow to study both

inside and outside the classroom; choiabsut how to integrate theitusly and their life
experiencesandchoicesabout howto display their mastery of the subjestudied. Whethe

young person leaves secondary school, he or she may choose to enrol in further training and
education, leading to further choices about what and how to stwdy.tlthe these choices
contributebcrafinga young personods identity and help
the young person into the world of wofkeeVaughanet al, 2006, andHiggins et al, 2008,

chapters 2 and 3)




YoungPerson in
Secondary School

Figure 1
Schooktto-Work Transitions

Education

Employers

Training

Not in Employment, Education or Training
(NEET)

Source Dalziel (201@, Figurel, p.2).

Throughout this transition period, which can last between four and twelve years, the young
person may have littler nocontact with potential employers or any contact with employers
may be relatively narrothrough a lowskilled job afterschool,for example!), giving few
opportunities for developing what Higgies al (2010)
and labour market literady. This means that
without a sound knowledge of the world of work asdaaconsequence the young person later
comes to regret some thfeir education choices.

locatoeal imagihatioa d 6 v
critical educ

In this context, the policy problems how to help young people make effective education
employment linkages when they are making important education choices. Thedghec
policy problem considered in the employed channels theme is how ¢onvey the needs of
employers to young New Zealanders

In asking this questiont is important to recognis@hat is already being donth secondary

schools, for example, h e

Mi ni st r yatorfal A&hdnisttation Gudelibesquire

eachboard of trustees tidprovide appropriate career education and guidance for all students in
year 7 and above, with a particular emphasis on specific career guidance for thogs stinde
have been identified by the school as being at risk of leaving school unprepared for the transition

to the workplace or further education/training ( Mi ni st r vy

1

of Efffucati on,

Around 40% of secondary school studantlew Zealandvork in regular partime employment
during the school terfO 6 N 2010 . 52).

p
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Tertiary educationorganisationsin New Zealand also typidgl have careers education
resourcs for its studentsThese resourcesnrange fromaccess t@ local employer network
maintained by tutors in a small private trainggjablishmento afull careers office staffed by
qualified professionals in a largeiversity (see Vaughaet al, 2009).

Within the EEL researchrogrammethe study of careers education in secondary schools was

the focus of objective 1 (see Vaughamd Gardiner 2007,Vaughan and OOGO0Nei |,
Vaughan andpiller, 2012 and the studyf careers education resources in private training
establishmentwas the focus of objective 2 (see Higgi2810 and 2012and objective 3 (see

Phillips and Mitchell 2010 and 2012 Objective 4 the subject of this present repdagused

on Oemedl ocyhearnnel s o6, u n d e rthatbegio with direct corttaet withn s t 1 t
employers and ughis contacto channel information to young people in secondary school or

in further education or training (see Dalziel, 26010

This report presents the final research results of the emdeyehannel®bjective Chapter

2 explains the context for the research fror
that skill shortages can constrain business opportunities, e$péceducation employment

|l i nkages are weak i n t ¢trganisationsThis is gupmorted witht i ar y
reference to thé&ssential Skills in Demand Listeaintained by the former Department of

Labour (now part of the Ministry of Businessnbvation and Employmentyhich aims to
facilitatethe entry of appropriately skilled migrants to fill skill shortageblew Zealand.

Chapter 3 then builds a stylised model of an employer, drawing attention in particular to the

way a sustainable busineseeds to generate profits by matching market opportunities with

capital investment and employment of skilled labour. It finishes with a discussion of how an
enterprise can aim to make profits based ei't
a d d evihéeconomic development policy generally aiming to encourage the latter approach
(because of its contribution to generating high income employopgatrtunities, which in turn

makes it easier foddeod hteusidmassoanert ov adbaiesus

Chapter 4 turns attention back to young peopleaumber of reports in recent years have
documentedhow much more difficult the transition years can be for young New Zealanders in
the present compared to the previous generation (see, for example, QEEDRea and
Callister,2009 Gluckman, 2011, anBovenet al, 2011).The chapter therefore builds a stylised
model of how young people develop labour market skills by matching their abilities (which
they need taliscovej with their investment in educat (todisciplinethose abilities) and with
genuine employment opportunities (for people with their qualificatitwas display their
disciplined abilities).

Chapter 5 bringsogetherthe two stylised models to create a modeWbkt theNew South
WalesBoard of Vocational Education and TrainimgAustralia has termed skill ecosystem

(see especially Buchanagt al, 2001 and Buchanan,2006) This model explains the €o
ordination problem of how to ensure that the capital investment decisions of potential
employers match the education investment decisions of potential employees. Thegihepter

two examples where the framework has beenugedb he aut hor t o anal yse
skillsdé training in Australia and skills uti
the recent report by the Committee for Auckland (2012) that is the first application of the skill
ecosystem maal toaddresskills developmenat a regional levah New Zealand
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A key element in the idea of skill ecosystems is networks. Chapteréfore considers the
seminal research led by Karen Vaughan at the New Zealand Council for Educational Research
on careers offices in secondary schools conceivedu@ereducationnetworks That research
resonates with international research on regionally embedded networks as a mechanism for
promoting regional developmenthat chapter then draws on research with @aeers,
Internship and Employmesentreat the University of Canterbury to explain how networking

is also relevant for careers education in tertiary educatigenisations

Chapter7 analyses how the coordination problem identified in Chapter 5 caddressethy

a New Zealandystemof skill ecosystems thahake use ofregionallyembeddechetworks(as

discussed in Chapter.68puch asystemwould compriseb a nat i onal Spine anit
The chapteproposes that the national spipeprovided byCareers New Zealand, which has

the resourceand the reputation for excellentmemaintain careers education res@srthat can

be accessely every region in the countrit proposes that the careers education offices of
secondary andertiary educatiororganisationde recognised as key nodes in regional skill
ecosystemdt acknowledges the very important step that has been taken in this direction as a
result of the recent development by Careers New Zealand of Career Education Benchmarks for
secondary@hools and for tertiary education organisations.

Chaptei8 is a brief conclusion, returning to t886,886 students in the ninth year or higher of
their school studiesvho every week are making education choiddse chapter argues that
helping these younjew Zealanders learn how to madgeateducation choiceis one of the
most important investments that can be made in the future of our cowitinya key element
being to help/oung people develop career management competencies.




Chapter 2

Access toSkills

One of the questions asked in the empldgdrchannels themieas beerwhether employers
would be willing to participate in helping young people make effective education employment
linkages. In 2009, the author undertook 30 interviews with 41 keyieénvolved in employer

led channels (see Dalziel, 2010). There were six interviews with employer groups; nine
interviews with industry training organisations (ITOs); six interviews with universities; five
interviews with institutes of technology or ptdghnics (ITPs); and four interviews with
organisations from central or local government.

A wide range of opiniong/asexpressed in these interviews abentployerwillingness to be

involved in career education. Nine participants stated that employergenegally keen,
although this view was sometimes qualified &
communityo6. At the other end of the range, |
employers are typically reluctant or unable to beoined, especially when a fragmented

industry is comprisethostlyof small to mediunrsized enterprises. Eight participants expressed

a view somewhere between the two ends of the range, suggesting that employers will become
involved if (a) they are providedith a reason for involvement, and (b) their time is used
efficiently with clear boundaries on the extent of their commitment. Half of the interviews (15

out of 30) includedsupportivecommentsfor more links or stronger partnerships between
secondary sajols and local employers, with some being particularly forceful in their opinion

that this would be valuablthfor students (and for their transition pathways) and for involved
employers. The three main reasgngen for employerso be involved were:aising the profile

of their i ndustry/ business among student s;
graduates; and to address persistent or projected skill shortages in their workplace.

These three reasons are relatddcourseand are addresd in this chapter under the heading

of daccess to skils It begins in the first section with the specific context that led to the
employerled channel theme being developed in this project; namely, the identification of skills
shortages in the high teskctorregionally in Canterbury and nationally in New Zealand. This

is followed by a section on the eemrgpmdtlments
which documents agoing skill shortages at the same time as young people in New Zeaéand
expeiendng very high levels of unemployment. The chapter finishes with international
research led by the OECD on the importance of skills for individual and for social economic
wellbeing.

2.1 Skills in the High Tech Sector

Between 2003 and 2006, the AERU was commissioned to undertake four studies on-the high
tech sector (electronics and software) in Canterbury and New Zealan&gseders and
Dalziel, 2003 and 2006, and Dalzetlal, 2005 and 2006). A feature alf four reports was the
concern expressed by industry leaders about the impact that skill shortages were having on the
sector 6 s p oThiewas ex@dssedyin tbevitstiof. these reports as fel|Baunders

and Dalziel, 2003, p. 23):




The electronics firmg the study reported that a key factor inhibiting their development is a
shortage of skilled labour. This is seen as acute in some areas, especially electrical engineering,
and this is of increasing concern. The fall in enrolments into technology aioeieatourses

both at the secondary and tertiary level was also seen as a worrying trend. The Christchurch
Computer College for secondary school students, for example, was widely welcomed by
participants in the study, but is not yet at full capacity. likevees generally agreed that
graduates from the University of Canterburyo
Local graduates can be difficult to retain, especially given higher overseas salaries and high
student debt encouraging graduategaoffshore. Moreover, it was mentioned that some local
graduates might not always be familiar with the very latest in international best practice.

In the software sector, skill shortages are not as acute, although there are some areas where
concernwasmnti oned (in embedded softwar e, for e X
participants stated that experienced staff can be hard to find.

Many interviewees also raised angoing problem of a shortage of skilled business people,
particularly in specialisiareas such as supply chain management or international niche
marketing. Some firms reported that it would be highly desirable fortkigh graduates to

have some marketing and business skills. This would make them more effective members of
product develoment teams and provide them with important skills if they created their own
startup company. We were told that there is not only a shortage of new graduates with relevant
business skills, but also a shortage of courses and facilities that can be aatled upskill

existing employees. This is an area where the tertiary education sector could assist industry
more effectively than it does at present.

These concerns wemsmilarly reflected in the national report of the ICT Taskforce (2003),

which identifed the critical success factor for growitige information andommunications
technology business in New Zealandieak avi ng t he necessary comme
ands ki ll s to go gl obal oo. To achieve (BT s wou
Taskforce, 2003, p. 19):

Buil ding 6the right teambd, includingpobal eader s
commercialisation capability. The other key priority or challenge also invtdlest, but in

the form of addressing potentitdchnical skills shortages, includinglack of suitably

educated graduates to meet future demand and a need for im@day@dent between
undergraduate coursertent and industry requirements

Modelling work undertaken by the ICTTaskforce demonstratéde potential constraint if the
looming skill shortages were not addressed (idem, p. 20):

Despite the relatively healthy balance between the current supply and demanfttware

skills, the situation is expected to change in terms of the forecast grotiigperiod to 2012.

Modelling of the ICT sector outputs, based on existing levels of grasluapty, indicates that

sector growth will plateau at around 6% of GDP compared witi @& target. Any failure

to lift the output of suitably qualified IC§raduates will thereforgnpact adversely on the
sectords ability t.o reach the 10% GDP target

Against that background of skill shortages, industry leaders in Christchurch were concerned
about the poor connections with tertimducatos a n d t how prcfile @norg se@sdaty
school student§Saunders and Dalziel, 2003, p.&4d p. 2§




Another factor raised by almost all interviewees is the historically weak links between the
high-tech sector and tertiary institutions. Whilst there have been beruwhrecent initiatives

to strengthen these links, the outcome is still mixed. A variety of reasons were suggested to
explain this, including inadequate resources, the different cultures ansidaies of academia

and business, and differing incentiveustures é

A significant factor affecting the development of the Higbh sector in Canterbury is not just

the low number of graduates but the low number of secondary students specialising in
technology subjects. This trend, which is considered to Wwavgened in recent years, is seen

as a major constraint on the future development of the industry and its géovithe low

profile and perception of the industry by students was seen as another significant contribution
to the problem. It was suggested ttimaany students are unaware of the wide range of
opportunities there are with a career in the hiagth sector. Some suggested that students
should be encouraged to visit local firms and that career advisors should be better informed
about these employmewpportunities in the sector. Several respondents argued that this
problem needs positive action, and that otherwise the problem will grow.

There was a strong policy response to these concerns, includi@d am Canterbury Growth

Pilot funded by the Terdry Education Commissioand headed by the Electrbechnology
Industry Training Organisation (ETITO). There was afsgnificant government funding
contributed to constructintpe purposéuilt stateof-the-art National ICT Innovation Institute
opened athe University of Canterbury on 23 April 20@ww.nzi3.com/see Figure 2)
Nevertheless, this example illustrates how an important regional industry can by constrained in
its potential growth by local skill shortages.

Figure 2
The National ICT Innovation Institute

Source www.nzi3.com/
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2.2 New Zeal andds Essenti al Skills in Deman

The Global Financial Crisis artdeassociated international and regional recessions rtiestnt
widespread concesramongNew Zealandemployersabout skills shortages became less acute
after 2008. Nevehieless, skill shortages remamsome occupations, documented in two lists
maintained by the former Department of Labour (absorbed into thig eetablished Ministry

of Business, Innovation and Employment on 1 July 2012). These two lists are the Long Term
Skill  Shortage List and the Immediate Skill Shortage List (see
www.immigration.govt.nz/migrant/general/general information/review).Atm

The aim of these I|ists is to help ensure tha
the entry of appropriately skilled migrants
ensure that there are no suitably qualified New Zealand cit@eresident workers available

to undertake the wor k, an dThewelssite goefiontogxXplaim: t a g e

The Immediate Skill Shortage List (ISSL) is for occupations that have an immediate shortage
of highly skilled workers in New &aland. It is designed to facilitate the approval of temporary
work visa applications. If an applicant produces an offer of employment in an occupation that
is included on the current ISSL, immigration officers will accept that no suitably qualified
New Zealand citizens or residents are available.

The Long Term Skill Shortage List (LTSSL) identifies those occupations where there is an
absolute (sustained and ongoing) shortage of highly skilled workers both globally and
throughout New Zealand. People whorgamployment in one of these areas may be granted

a work visa under the LTSSL Work to Residence instructions. The Work to Residence
instructions enable an applicant to apply for residence after two years, provided they have
remained working in a LTSSL ocpation with a base salary of at least NZ$45,000, and meet
standard instruction requirements.

Candidates for residence under the Skilled Migrant Category who have an offer of
employment, work experience or qualifications in an area of absolutstsiitage identified
on the LTSSL, may gain bonus points towards their application for residence.

The Essential Skills in Demand Lists are not designed for lower skilled labour shortages or
seasonal labour shortages. Nor are they intended to addressmentaind retention problems
arising because the industry cannot, or does not, meet the terms and conditions necessary to
recruit sufficient numbers of suitably qualified workers from within the New Zealand
workforce

It is not easy to have an occupatioclimled on the Essential Skills in Demand Lists. The
industry needs to demonstrate it is committed to training New Zealanders and is committed to
fully utilising the domestic labour market before considering employing overseas workers. For
both lists, the ccupation must be highly skilled. For the Immediate Skills Shortage List, there
mustalsobe evidence of shortage confirmed in specific geographic regions; for the Long Term
Skills Shortage List, there must be an ongoing and sustained shortage, botly glabatross

all geographic regionm New Zealandyith a base salary of at le&5,000 based on a 40

hour working week.

2 The Department of Labour also introduced a Canterbury Skill Shortage List to highlight
occupations on the other two lists needed for the Canterbury rebuild after the series of earthquakes
beginning on 4 September 2010.
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Despite these stringent requirements, tla@edarge numbesof occupations oboththe Long

Term Skill Shortage List and the Ineaiate Skill Shortageist. This is shown in Table 1, for
September 2012, categorised by occupational group. In total, there were 128 occupations on
the long term list and 101 occupations on the immediat®li29 occupations in total

Table 1
Number of Skill Shortage Occupations, September 2012
Number of Occupations on Each List
Long Term Immediate

Occupational Group Skill Shortage Skill Shortage
Agriculture and Forestry 6 19
Construction 6 3
Education 2 1
Engineering 23 6
Finance Business 3 3
Health and Social Services 50 35

ICT, Electronics and Telecommunicatiol 26 0

Oil and Gas 0 9
Recreation, Hospitality and Tourism 1 10
Science 4 2
Trades 4 12
Transport 3 1
TOTALS 128 101

Source Immigration New Zealand.

Table 2lists the specific occupations on the two lists for the first occupational group
Agriculture and Forestry. Although the&2 occupationare all highly skilled, they also involve
skills for which training and career pathys are (or should bejvailablein New Zealand.
Consider, for example, the occupation of Assistant Farm Manager (Dairy), which is on the
Immediate Skill Shortage List. In a recent survey of 150 dairy farms in Waikato and Canterbury,
the ratio of assistant farm managers to farm assista®89to 2350r almost exactlpnethird
(Dalziel et al, 2012) It should be possible for an industry to provide training and experience to
one in three of its entry level employees to allow them to progreshigher position in the
industry.




Table 2
Skill Shortages in Agriculture and Forestry, September 2012

Forest Scientist

Farm Systems Scientist
. . Water Quality Analyst
Long Term Skill Shortage List . oo
Genetics Scientist

Animal Scientist or Bioinformatics

Applied Social Scientist

Apiarist

Arborist

Assistant Herd Manager (Beef Cattle)
Herd Manager (Beef Cattle)

Farm Manager (Beef Cattle)

Broiler Breeder Farm Manager (Poultry)
Broiler Farm Manager (Poultry)

_ _ ) Assistant Farm Manager (Dairy Cattle)
Immediate Skill ShortagList _
Orchard Manager (Fruit or N@rower)

Hauler Yarder Operator and Breakouts

Crop Production / Agronomist Manager
Grower Manager (Mixed Crop Farmer)

Farm Manager (Pigs)

Stock / Herd Manager (Pigs)

Department / Unit Manager (Pigs)
Viticulturist / Specialist Position (Not Pickers)

Source Immigration New Zealand.

Figure 3 provides further context for this discussibshows (a) the percentage of all youth
aged 1519 recorded as officially unemployednd (b) the percentage of the labour force
officially unemployed (i.e., people withoatpaid jobwho areavailable for work, and had either
actively sought work in thpreviousfour weeks or had a new job to start within the next four
weeks. At the time that the 229 occupations in Table 1 were experiersgiigshortages,
unemployment irlNew Zealand was about 6.5 per cantl about 10 per cent of the youth
population aged 139 were seeking employmerfhese figuresuggesta skills mismatch.
Employerswere identifying occupationsvith immediateor long term skills shortages at the
same ime as a significant proportion of the New Zealand labour faagactively searching
for work. Finding mechanisms to reduce that mismacin importantpat f t he -6 empl o
|l ed channel sé t heme.
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Figure 3
Youth Employment Search Rateand Official Unemployment Rate 20032012
20
= Youth Employment Search Rate
=¢= Total Official Unemployment Rate
16
©12
s
c
(5]
o
)
(al 8
4 -
O T T T T T T T T T
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Notes Youth Employment Search Rate is the percentagdl gbuth aged 189 who are recorded as
officially unemployed. The Total Official Unemployment Rate is seasonally adjusted.

Source Statistics New Zealand Househdlabour Force SurveHLFS).

2.3 Skills as the New Currencyin the Global Economy

It is important to note that the conceabout skills formation and utilisatiarenot unique to
New Zealand(see Dalziel, forthcoming)The 2009 report of the UK Commisgiofor
Employment and SkillsSTowards Ambition 2020: Skills, Jobs, Growltlas recently observed

AThere is little that i s more I mportant than
jobs we need, for the succES200%p. 8lbasnilares ses
vein, the Organisation for Economic Cooperation and Development dessriked | | s as i

gl obal currency of the 21st centuryo (OECD,

Without proper investment in skills, people languish on the margins of sdeietyiological

progress does not translate into economic growth, and countries can no longer compete in an
increasingly knowledgé a s e d gl obal society. But t his f
requirements of labour markets evolve and individuals lose the gley do not use. Skills

do not automatically convert into jobs and growth.

The OECD is encouraging its member countries
an adequate supply of skills, maximising their use and optimising further develapakitis

in the workforce is key to boosting employment and economic growth, and to promoting social

i nc | ulsrecomme&nds that these strategies shfmdds on six elements (OECD, 2011, p.

3):

11



To facilitate a crosgovernment approach and péearnng on effective skills policies, and

to address the global dimensions of the supply and demand for skills, the OECD is preparing
a global Skills Strategy. This Skills Strategy seeks to help both OECD countries and non
member countries to improve: (1) resgivenes$ ensuring that education/training providers
can adapt to changing demand; (2) quality and efficiency in leapningsioni ensuring that

the right skills are acquired at the right time, right place and in the most effeuitle; (3)
flexibility in provisioni allowing people to study/train what they want, when they want and
how they want; (4) transferability of skills ensuring that skills gained at school are
documented in @ommonly accepted and understandable form and skills acquiredhever
course of the working lifare recognised and certified; (5) ease of actesg. by reducing
barriers to entry, such as institutiona@idities, upfront fees and age restrictions, and by
providing a variety of entry and #entry pathwaysand (6)low costs of reentryi e.g. by
granting credits for components of learning, and offering modirairuction, credit
accumulation and creditansfer systems.

The remainder of this report examines how facilitating education employment linkages for
youngNew Zeal anders can contribute to sNlew Zeal
mismatch identified in the previous section.

12



Chapter 3

A Stylised Model of Employers

The previous chapter has emphasised the importance of accessstbys&ithployers. This

chapter places that discussionittiewi der cont ext of pEmTheterm| oy er ¢
0 b us i n e sheréto inclade any erghnised enterprise pravipservices to some section

of the general public. Thus, the definition cavprivate companies, but also incorporates self
employed individuals, government agencies and -foeprofit community groups.
Conceptually, such enterprises can be considered as made up of four key elements:

Business Plan

1
M Balance Sheet
M Human Resources Maal

1 Profit and Loss Account

Different enterprises may have different namesofte or more othese concepts, or in some
cases the element may be implicit rather thaarefully crafted document; nevertheless, these
four concepts are necessary to achiéesfollowing objectives of a sustainable enterprise:

1 Todeterming he enterpriseds mar ket oque@nersuni ti
from the resources consumiecthe enterprise;

T To record the enterpriseods advantagesdithosent i n
opportunities;

1T To describe the ent ergndusisgp®ductiseetworlketse gy f or
(including managejghat match thenarket opportunities arnchpital investment; and

1 To measure the financial sustainability of the enteg@s a result oéarning profits
from its valuecreating activities.

Figure 4 presents a stylised model of employers using these elements; the successful matching

of market opportunities with its capital investment and with its productive workers creates
profits that ensure the enterprise is financially sustairnabie following sections explain each

of these elements with reference t éontBhaw Zeal
Co-operative Group Limited

3.1 Market Opportunities and theBusiness Plan

In a competitive market economy, prices of goods and services play two key roles. On the
demand side, the market price representsriaigginal benefito consumers of one more unit

of the good or service, while on the supply side it reptesti@marginal costof producing

one more unit. These key roles of market pri

3 This model first appeared in Dalziel (2@)0see also Dalziel (2Qhand 2011b), Mirandat al
(2011, Figure 12, p. 67) and Dalziel (forthcoming).
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Figure 5
Aspects of he Fonterra Business Plan

COMPANY OVERVIEW

Fonterra is a globato-operativelyowned company with its roots firmly planted in Ney
Zeal andbés rich land, working to unl oog
of milk we collect each year and sharing it with the world.

<

Our business is based on sourcing sedugh quality milk and unlocking its natural

k ever

goodness in ways that add real value to our customers and consumers around the|world.

Dairy sets the gold standard for nutrition and we see a growing global population wgnting

the best of what we can offer.
OURSTRATEGY REFRESH

With global demand for dairy continuing to grow we need to make the most off

the

opportunities available to Fonterra. We are taking decisive steps to meet nutritional peeds

in some of the worl dés most riengbettdr retnrgs
for our New Zealand farmer shareholders.

gr owt r

Our group strategy aims to grow volumes and value by focusing on emerging markets

and products that meet growing consumer demand for dairy nutrition. Our seven
strategic paths are:

1. Optimise New Zealand Milk

2. Build and Grow Beyond Our Current Consumer Positions

3. Deliver on our Foodservice Potential

4. Grow Our Position In Mobility

5. Develop Leading Positions In Paediatrics and Maternal Nutrition
6. Selectively Invest In Milk Pools

7. Align Our Business and Organisation to Enable the Strategy

Source www.fonterra.confaccessed 15 September 2012).
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key

The for mal statement of an enterprisebds hol
e nt e rspalance ghééor statement of financial positian) balance sheet is divided in
three major components: assets, liabilities and equity. The assets component records
of the enterprisebs capital,b tthisecapitalisafindedi t i es
by different forms ofdebt, and equity is theesidualvalue ofthe enterprise to its owneafter
its liabilities have been subtracted fromatsets

to
the value
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Figure 6
The Fonterra Balance Sheet, 31 July 2011
GROUP $ MILLION
NOTES ASAT31JULY2011  AS AT 31JULY 2010
ASSETS
Current assets
Cash and cash equivalents 785 559
Trade and other receivables 2,279 2,088
Inventories 3,277 2,870
Tax receivable 29 18
Derivative financial instruments 1,100 488
Other current assets 90 64
Total current assets 7,560 6,087
Non-current assets
Property, plant and equipment 4,326 4,356
Equity accounted investments 6 429 458
Intangible assets 2,748 2,756
Deferred tax asset 116 100
Derivative financial instruments 154 214
Other non-current assets 197 198
Total non-current assets 7,970 8,082
Total assets 15,530 14,169
LIABILITIES
Current liabilities
Bank overdraft 23 25
Borrowings 8 444 902
Trade and other payables 1,350 1,251
Owing to suppliers 1,679 1,138
Tax payable 19 33
Derivative financial instruments 58 113
Provisions 67 92
Other current liabilities 3 4
Total current liabilities 3,646 3,558
Non-current liabilities
Borrowings 8 4,206 4,022
Derivative financial instruments 718 496
Provisions 106 110
Deferred tax liabilihe. . - 5 793

Source www.fonterra.confaccessed 15 September 2012).

Figure 6 shows the balance sheet of Fonterra at the end of July 2011. At tHaboleteshad
total assets valued at $15.5 billion, up from $14.2 billion the previears ¥his was funded by
$9.0 billion of liabilities, meaning that the -aperative owners of Fonterra had equity in the
enterprise worth $6.5 billion.
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Asignificant item in the Fonterra balance s
These asstsinclude the market value of intellectual property aricknowledge intensive

business systenmvnedby the enterprise, perhagsevelopedver a long period, that help give

Fonterra a market advantage over its competitorsgidwingimportance of intagible assets

i n modern enterprises has gi yo#emusedtsemphasse t h e
the importance oflevelopinga skilled labour force able wreateand utilise thesentangible
assetgsee, for example, Department of Labour, 2011, pf2483

3.3 Productive Workers and the Human Resources Manual

The third el ement i n Fi equippedwitd skillssto ufilipertioed u c t i \
enterpriseds capit alets)and abtetb takeiadvagntage tofsits manketa n g i
opportunities. For want of a better term, the strategy adopted by an enterprise to achieve this
can be called its Human Resources Manual, which might range from a highly formalised on

line document to establiel practice by the enterprises sawmeg | e

Figure 7
Aspects of the Fonterra Human Resource Manual

BENEFITS AND PERKS
We believe that everyone deserves to be rewarded for a job well done.

We recognise that our employees are a key factor behind amassyand because of thig,
we ensure they are rewarded for going above and beyond.

High performing employees are recognised and rewarded with competitive remunefation
packages, personal development awards, annual salary reviews and odershoft
incentiveprogramme.

Some of our core benefits include superannuation, health and welfare insurance subsidies,
parttime study assistance, staff purchasing privileges and monthly reward discounts.

TRAINING AND DEVELOPMENT
We want to attract, retain and develop liest people to help us achieve our vision.

At Fonterra, we harness the talent of our people and ensure they understand how they
contribute to our wider success.

Our performance and development strategy is designed to turn aspirations into goals,
which then translate into clear accountabilities for each employee.

Through our world class training and development programmes we assist our employees
when moving into new roles, encourage the development of professional skill§ and
provide specialist training idairy products and technology.

Source www.fonterra.confaccessed 15 September 2012).
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Figure 7 illustrates this, again using material downloaded from the Fonterra website. It
describes the importance of@ployees fortheecoper at i veds success and
retain and develop the best people to help it achieve its vision. This is backed up by a formal
performance and development strategy involving world class training progeamme

3.4 Profitsand the Profit and Loss Account

To be financially sustainablanenterprise mustarn revenue to cover its costs, summarised in
its Profit and Loss Account. Figure 8 shows this account for Fonterra for the twelve months
ending 31 July 2011. Its profittaf tax that year was $771 million, up from $685 million the
previous year.

Figure 8
The Fonterra Profit and Loss Account, Year ending 31 July 2011
SROUP § MILLION

NOTES 31)ULyY 2011 31JULY 2010
Revenue from sale of goods 19,871 16,726
Cost of goods sold 1 (16,861) (13,975)
Gross profit 3,010 2,751
Other operating income 165 277
Selling and marketing expenses (596) (590)
Distribution expenses (487) (474)
Administrative expenses (700) (632)
Other operating expenses (336) (303)
Net foreign exchange losses (91) (7)
Operating profit 2 965 1,022
Finance income 32 21
Finance costs (438) (334)
Net finance costs (406) (313)
Share of profit of equity accounted investees 6 63 56
Profit before tax 622 765
Tax credit/(expense) 149 (80)
Profit for the year 771 685

Source www.fonterra.confaccessed 15 September 2012).

Someoft hese accounting profits are required t
invested in Fonterra by its owners; that is to pay dividends to its cooperative sharethalders

at least matches the interest they could have earned from depositinghthensney in a bank
After taking this requirement into account,
the enterprise for successfully using its capital and human resources to add value to its
customers.

Unless there ariegal or othebarrias to entry into the industry, economic profits tend to fall
away as competitors imitate successful business plans; thus businesses who want to maintain
economic profits must continuously innovate to find new ways of adding value to their
customers. Thigrofit-seekingmechanism provides the dynamissh a modern capitalist

market economy an idea that is generally accepted as being first recognisebdmph
Schumpeter(see, for example, McGraw, 2007) subject to the caveat discussed in the
following secion.
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3.5 Two Approaches to Creating Profit Opportunities

Figure 9 presents the company logo and mission statement of two supermarket chains in
Australasia. The first company statesthati pol i cy i s to provide New
food priceswith a constant focus on keeping cost down. The second company states that its
mission is to bring customers the finest qualify fresh food, and is continually changing to give
customers the best shopping experience possible. Both are successful conbparitesy
approachksto creating profit opportunitiesrenoticeably different one competes on providing
customers with lower prices while the other competes on providing higher value.

Figure 9
Two Supermarkets in Australasia

Our Policy : NZ’s Lowest Food Prices

Woolworths (-5)

At PnSAVE our policy is to provide We are Australiabs

New Zeal andds | owes

Our stores are positioned to provide thi
costeffective service, and this is reflected ir|
the food warehouse format and a consta
focus on keeping cost down so we can pa

our mission is to bring you the finest quality
fresh food at everyday great value, giving
you the best shopping experience possible

Our customers are our number one priority
so we take our lead from théincontinually

savings on tyou. changing to meet their requirements.

Source www.paknsave.co.randwww.woolworths.com.a{accessed 15 September 2012).

Figure 10 recasts the stylised mod#foduced at the beginning of this chapter (Figure 4) to
present the two approaches to creating profit opportunities reflected in the supermarket
examples of Figure 9. The ldiandside of the figure shows the model for an enterprise
competing on loweprices and the rightandside does the same for an enterprise competing
on higher value.

It should be emphasised that enterprises adoptirsg thikerent approaches can successfully
coexist in a single market and that any particular enterprise may aduopted strategy of
competing on lower prices awd higher value. Nevertheless, the approaches have profoundly
different implications for skills development and utilisation in the labour force, which means
that policy advisors cannot be indifferent te tivo possibilities.

The first difference is that an enterprise competing on lower prices will typically invest a lower
amount in capital and pay lower wages to its workers compared to an enterprise that is
competing on higher value. This directly reduties incentives for workers to invest in skills
development, since there is no reward for higher skills in this segment of the workforce.
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The second difference is that the higher is the proportion of enterprises in a region that is
competing on loweprices, the harder it is for other enterprise to compete on higher value. This
i's because the workers in a region are al so
lower paid they cannot afford to purchase higher value goods and sefWiessndirectly

reduces the incentives for workers to invest in skills development, since ateerfewer
opportunities for employment in higher value enterprises.

Figure 10
Two Approaches to Creating Profit Opportunities

Higher Paid
Workers

Lower Paid
Workers

HighCapital

LowCapita
Investment 4

Investment

Patterns such as thisd a nationalprojectin Australia administered by the New South Wales
Department of Education and Trainitmg concludethat particular industries or particular
regions can denighiskille cwis gtst idoimskdla @atmnelg e ms o6 ( Wi
and Alcorso, 2008, b; see also Buchanan, 2006, and Buchanan and Jakubauskas, 2010).
Similarly, the Department of Labour (2011, p.f9sw a r n e dthetNawazealaid labour

market faces the risk that it will get trapped in a-wage, lowskill equilibrium, where low

wages ad poor productivity growth become selfe i nf or ci ngo.

This language has been recergbhoed by the Committee for Auckland (2012), which has
suggested that the Auckland skills ecosystem could develop either as a vicious cycle of low
profits, low wages anlbw skills or as a virtuous cycle of greater profit, higher wages and more

skills (see Figure 17 in Chapter 5 below)hi s r eport wi || return t
e ¢ 0 s y s tCleapter b after the next chapter considers the issue from the perspéthige

young person considering their training and education choices.
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Chapter 4

A Stylised Model of Employees

This chapter is concerned with how young people make training and education choiaes that
intended taleveloptheirlabour market skillsThere is much more to education than developing

labour market skills, of course, batn i ndi vi dual-besmg ocarc lmengeeatly c we |
influenced over a long time, for better or for worse, by the education choices made as a young
person.The approach ta@n to this question is summarised in Figure first developed in

Dalziel (2010a)It conceptualises labour marlsitlls asthe result of matching three elements:

1 Individual abilities
M Education investment; and

1 Employment opportunities.

The firstsectian of this chapteprovides an overview of these three elements under the heading
of A Di s chiseig@ime,Display and Diversity In summary, Section 4.1 suggests that the
education system should help young peaieovertheir individual abilitiesdisciplinethose
abilities through education investment, addplay their disciplined abilities through
qualificationsunderstood and trusted by potential employalisin the context of recognising
thediversityof identities being created by the stut$en

Figure 11
A Stylised Model of Employees

Education
Investment

Individual
Abilities

Section 4.2 then summarises some recent reports on the experience of New Zealand youth in
the education systeand in the labour market. These reports all point to some serious problems
being experienced by sections of the youth population, suggesting the need for system changes
to assist the achievement of better outcomes.
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The chapter finishes with a discussiontiugé most controversial aspect of Figure 11; namely,

the inclusion of employment opportunities in the definition of labour market dRdlsed on
thestandare conomi ¢cs model amdérecantmompeacticecia pesearehérd ,
and policy anal yst sonlytthe codoegdtsi oh mdividual kabilitids sarid  u s
educatiorinvestmentfacCormick, 2008, p. 6, is a recent New Zealand exampéxtion 43
therefore explains why this report also includes emplaoyropportunities as a third essential
element. This turns out to be crucial for whether education employment linkages are important
when young people are making their education choices.

4.1 Discover, DisciplineDisplay and Diversity

The matching model ifrigure 11 comes from a synthesis of important contributions in the
economics literature to modern understandings of sKiliee of the earliest contributiors
individual skills came inanarticle by Roy (1951) offeringsomethoughts on the distribution
ofearninge. The article was fAintended to combat
an arbitrary one that has developed by the

i

t
p

Roy adopted the theory of comparative advantage to coverithe uat i oinn di wi avina Ic &

comparative advantages in various activities differ widldygm,p. 145) He summarised his
analysis as followsdem,p. 146):

It has been shown, granted the truth of the particular assumptions made, that the dustributio
of earnings depends on certain O6real 6 fact
kinds of human skill and the state of technigue existing in different occupations. The desires
of the individuals in the community for various sorts of goark naturally of great importance

too, but they are only able to exert their influence within the framework determined by skill
and technique.

Roy 6 s (whickl @htinues to inspire further research; see, for exarhf@ekmanand
Honoré 1990 supportghe first matching arrow in Figure 11, connecting individual abilities
and employment opportunities. It also points to a key purpose of the education gystem,

back at least to Rousseau (176&hjch is to helpstudents discover more about thadtividual
interests and abilitiedVlore recently, it has led economists to develop sequential models in
which students learn in early periods of education about their interests and abilities and this
new knowledge then shapes education choices in laiedpdsee, for example, Altonji, 1993,
Weiler,1994 Keane and Wolpin,997and 2000Eckstein and Wolpin 999 and Arcidiacono,

2004).

A second majorcontribution by economsts to understanding education choiceas the
developmeninore than fifty yearagoof human capital theotyy Mincer (1958), Shultz (1961)
and Becker (1962, 19%4The theory rests on recognitidimat a decision tospend timein
education has strong similaritiesgon e n t eacipian tosesawngs tovest in physical
capitd. In particular, an individualn education foreges current consumptionn order to
acquired h u ma n tlatwil incremde dheir productivity in employmeand so allow future
earnings aa premium above the wages earnedibgducateavorkers.

This model has created a huge literafistarmonet al (2003, Sianesi and Van Reeng003

and Tobias and L{2004) provide recent survey#t supports the bottom matching arrow in
Figure 11, connecting individual abilities and education investment, capturing the idea that
i nvest ment in education disciplines the i
capital.
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A third major contribution in economics highlights the role of educational qualifications in
signalling the studentds ability to potenti
(1973) article on job market signalling; see reviews\lBiss(1995 and Riley(2001 pp. 459

463). Spence made the point that this signalling role of completed qualifications can be
sustained even if participation in education does not itself add anythihghte st udent
endowed abilities. This is because high ability imdlsals find it less costly to engage in
education for a number of reasons and so potential employers will recognise that an individual
who has chosen to obtain a qualification must have high ability to justify that choice. This
mechanism is stronger, of wse, if education doesadeedi ncr ease a personods
(Riley, 2001, p. 46Q)

The signalling modesupports the third matching arrow in Figure 11, connecting education
investment and employment opportunittesough graduatesusing qualificationgo display

their disciplined abilities to potential employef® be effective for this purpose, the education
systembébs qualifications must mai ntain the ¢
qualification will have the capabilities expected by ¢ngployers.

The model in Figure 11 suggests tladiour markeskills are achieved whehethree elements

are all matched: individual abilities; education investment; and employment opportunities.
Another contribution to the economics literature has ardgia@th further dimensiondrawn

from the sociological literature, needs to be taken into account when considering skills. This
fourth el ementy6i santde rtnheed podriidnecnitpia l contribut
Akerlof and Kranton (2000, 2002, 20@%)08 and 2010).

Two aspects of Akerlof and Krantdreesearchare particularly relevantirst, their research

has demonstrated the crucial importance of identity in influencing learning outcomes in a school
setting, to the extent that the authors desc
can deal withdiversityo Akerlof and Kranton (200, p. 77, emphasis added).

The EEL research programme laso highlighted the importance of identity and diversity in
understanding youth transitions, but argfer a more fluid conceptualisation of identityan

used by Akerlof and Kranton. This wastfocus in particular o€hapter 3 of Higgingt al
(2008), which was entitl ed 0 cityia fettherdfixednod ent i t
linear, but instead:

1 Relational that is, dentities are forged within families and communities, anmuegys
and within institutions\Wyn and White, 1997);

1 Multiple; that is,young people construct and experien@y identities, some of which
may bemore important than otheed different times and in different contexts (Betl
al, 2000);

1 Contestegdthatis, young people are oftdistrung out between competing definitions of
their Gdentitydbemanating from home, from school and from wider sooiety( Val ent i n
2000, p. 258; see also Bottrell, 2007, p. 608); and

1 Dynamic that is,in forging biographies anddentities in transition, young people
experiencéuncertainties, fluctuations, discontinuities, reversals and seesdavelop
fipatchwork lifestyled and undergofithe ups and downs of fragile and reversible
transition® (EGRIS, 2001, pp. 108; see als&yn and Dwyer200Q and Dwyeret al,
2005)
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The second aspect of Akerl of and Krantonds v
how identity affectshe recognition and reward of skills in the labour market. They explain, for
example, how theirmadl of soci al norms concerning fAmen:
beyond saying that women acquire fewer skills: it says that women invest in skills for jobs that
are appropriate for womeno (Akerlof and Kr a
iIssues about how members of minority ethnic groups are confronted with difficult questions
aboutmaintainingdignity, integrity and identity when working in labour markets dominated by
members of the majority ethnic group (idem, Chapter 8).

Thus, it should & acknowledged that the concept at the centre of FigureSkills i is not

always a straightforward term; instead there is a long tradition that argues that socioeconomic
forces reinforcing privilege and poverty reproduce persistent inequalities bassk pgender

and class in work conditions and wage rates (Botwinick, 1993jget al (1982, p94), for
example, concluded from their study of the effects of the abolition of wages caunnitiks

United Kingdomthat fdisadvantaged workers can be regd to undertake demanding and
skilled work without any major improvement in their labour market status and bargaining
positiord .

4.2 RecentReports on New Zealand Youth

There have been a number of recent reports on the experience of New Zealand youth in
education and the labour market. This section discusses some of these reports, beginning with

an OECD (2008) study of jobs for youth in New Zealand carried out as part of a wider
international review of policies to facilitate transitions from school tckvaod to improve the

career prospectsof youth.hi s report found that Atransitior
smoot h i n Noatwlsodderdified thrdeoweaknesses that needed to be addressed
(OECD, 2008pp. 910):

1 There is a hardore ofyouth who are at high risk of poor labour market outcomes and
social exclusion.

1 Not enough young people pursue vocational studies despite excellent labour market
prospects offered by many trade professions. At the same time, some tertiary institutions
do rot provide youth with the skills required in the labour market.

1 Current labour market policies do not easily reach young people who have disengaged
from school at an early age and are not entitled to welfare support.

The report recommended a more comprshenstrategy (OECD, 2008, p. 11):

The strategy would ideally comprise four main components: improving retention rates in
secondary education; ensuring that tertiary education provides the skills required in the labour
market and improving the quality arstope of vocational education at the tertiary level;
monitoring potential demarside barriers to youth employment; and improving the design
and coherence of the current activatitnategy for disadvantaged youth.

Shortly dter the OECD report, David Reand Paul Callister at the Institute of Policy Studies
produced the results of their study of New Zealand census data sincthaeaitalyse how
successive cohorts of young New Zealanders have navigated adole3tenstudy found a
number of significantifferences over the decades, which they synthesised into five themes
(Rea and Callister, 2009, p. 30):
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First, the age at which many young people are making the transition to specific adult roles and
responsibilities is increasing. Compared to the presvamhorts, there are more young people
staying longer in education, entering ftithe employment at later ages, forming partnerships

later, and having children at older ages.

Second, the social institutions of adolescence and childhood are changingimyeAs

evidence of this, consider the increasing popularity of de facto partnership arrangements
compared to legal marriage. The labour market also provides an example of this phenomenon,

with the increasing prevalence of pimhe compared to fulime employment relationships.

Third, transition pathways are becoming less standardised and more individualised. For
example, the transition path for young women in the 1970s was more likely to involve leaving
school or university, getting a fdilme job, gtting married, having children, and leaving the
labour market to bring up children. While there are many women who still follow this path,

there is likely to be considerably more diversity of experiences.
Fourth, geographic mobility seems toibereasing.

Fifth, there has been a long term increase in the prevalence of unemployment and benefit

receipt amongst young people. None of the subsequent cohorts experienced the low rates of

unemployment and benefit receipt that were experienced by cdloontén the early 1950s.

The report identified three important public policy implications, two of which were headed

Aresponding to the economic recessiono
two implications were captured in the followipgragraph (Rea and Callister, 2009, p. 42):

and

If current forecasts are accurate, a key implication of our study is that the current generation
of young people face difficult prospects. Over the next two years, as well as higher youth
unemployment, we arekily to see more young people living at home, possibly increased

participation in education, less young people employed, increased sole parenthood, increased

benefit receipt, lower incomes and possibly higher rates of mortality amongst young men.
MU o r iPac#imydung people are likely to experience these impacts disproportionately.

A

The third important public policy iIimplicatio

in general termthe need for better arrangements for facilitating effegtoweh transitiongRea
and Callister, 2009, pp. 43):

In this paper we have shown that youth transitions are becoming longer, less structured, and
more complicated. These changes might provide some of the explanation for the increase in
youth unemploymenrelative to adults that has been observed amongst the most recent

cohorts.

At the same time as youth transitions are becoming more complicated, they are also becoming
more important. This is occurring because the amount of time young people spenaiioeduc

has been increasing. From a purely economic perspective, young people are becoming more

valuable because an increasing level of resource is being invested in their education.
In the medium term, it is important to consider the institutional arrangsnteat facilitate

effective youth transitions. By institutional arrangements we mean the mechanisms that ensure
that young people are acquiring labour market relevant skills in education, and entering into

high quality employment when leaving educatidihese institutional arrangemesrnnight

include ensuring that young people and their families have timely information about career

choices, that there are good links between education providers and employers, and that there

are well organised mechanismsdas apprenticeships) to encourage skill formation.
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I n May 2011, the Prime Ministeroés Chief Sci

substantial report entitletimproving the Transition: Reducing Social and Psychological
Morbidity During Adolescere The report included 22 contributed chapters from a taskforce
of experts, plus a consensus statement frorvtigdetaskforce. This statement recognised the
difficulties faced by the current generation of youth (Gluckman, 2011, p. 4):

It is undeniable tat the passage from childhood to adulthood is complex. In New Zealand a
large number of children do not make this transition easily, which results in an unacceptably
high rate of adolescent morbidity for young New Zealanders compared with those in other
OECD nations. The OECD report released in 2009 entidleitig Better for Childremives a

range of comparative figures that suggest that young New Zealanders are at greater risk than

those of virtually any other nation we would want to compare ourselves with

The taskforce concentrated on fdAbiologi.cal,

As a resultthere was no specific chapter on econoiséties such as education employment
linkages. This is in contrast to another report published two radatér by the New Zealand
Institute,More Ladders, Fewer Snakes: Two Proposals to Reduce Youth Disadvamtadie
put economi@roblemsat the centre ats analysigBovenet al, 2011, pp. 2):

Every country has di sadyvaoaadsagwatagghanyouthin Ne w
other OECD countries on average, the disadvantage is strorgilp c ent r ataedd i n

Pacific ethnic groups and there is no convincing sigmprovement trends.

Unemployment is central; it is an important consequenchksafivantage asell as a cause

of further disadvantage. Disengaged, inactive youth aggester risk of lower earnings,
needing social assistance, criminal offendisgbstance abuse, teenage births, suicide,
homelessness, and mental or physitddealth.

New Zealand O6all ocatesd a higher otlseehGECR of
country. Fortyf i ve percent of New Zegathaauth@ged 20wt a l
24 years have similar experiences to 20 to 24 yeatirolther OECDcountries so it is the 15

to 19 year olds here who are different.

Many OECD countries insulate their 15 to 19 year olds from unemploygekeping them

in education or training so they are not in the labour fd¥esv Zealand does not; it has the
lowestmedian age of leaving initial educatiamong OECD countries. Far too many youth
are leaving school early and retccessfully transitioning to work. So although New Zealand
youth perforncomparatively well in education at age 15, they do not do well erageafter
that.

Figure 12presentsthe OECDdata thatsupport thepoints made in the third and fourth
paragraphs of thebove summarylhe horizontal axis shows the percentage of the total labour
force that is aged 159 for different countries in the @®D. This is generally a low percentage
because a large proportion of that age group are not in the labour force,ibste@ngaged

in full-time education and traininflew Zealand is in the top third of this groupflecting a
relatively high levebf labour force participation by h e ¢ oteenagersyhe sgertical &is
shows the percentage of the unemployed who are ag&8.1%ew Zealand easily comes top
of this group.

Consequently,ite New Zealand Institute report summarisesitkeea s i ang youthhare
leaving school early and far too many are not finding their way into work or tertiary edacation
(Bovenet al, 2011, p. 27). They argue that twmain changesvould transform outcomeis
engagement and schewtwork transition (ibid):
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If youth remained engaged at school then the average leaving age woaltrigauth would

be better equipped to compete for jobs when they lecveol é

If the schoolto-work transition was more successful then youth who did Isalveol would
be much mordikely to find their way into work and so less likely be exposed to the

conseguences of unemployment

Figure 12
Share of Labour Force Compared to Share of Unemployed, Aged 1%, 2009
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Source Bovenet al (2011,Figure 16 p. 26), using OECD data.

Consequently, the report called for rapid and systematic increase in toetrofielearning in
schools in order to increase engagenamt made four recommendations to improve school

to-work transitiors (Bovenet al, 2011, p. 43):

The first is toestablish vocational and technical pathways to work that begigainger age
and that are positively encouraged and recognised as leadingptoyment success. From
year 7, learning about work should be introduaed work skill development should bagi

Second, develop a national view of future workforce requirements and adjushtion
capacity to more closely match the supply of workers that witidezled.

Third, strengthen the connections between employers and educaitistifitions so
employershave more input into the content of education aadier links with potential

employees.

27



Fourth, provide better career guidance and transition support to students amkieetheir
way from school through study or training and into the workpl&take acentral agency,
such as Careers NZ, responsible for oversight ot#ineers advice system and framework,
setting targets, ensuring provision of highality advice to all students and monitoring and
reporting outcomes. Requieetive career planning archcking for all students, not simply
those at risk othose who are headed for academic success.

These recommendations fit comfortably with the findings of the emplegecthannels theme

of the Education Employment Linkagessearch programme (see Chapté and 7below).

They involve much closer connections between employers and educators, with a refreshed role

for people engaged in the careers officesecbadary and tertiary educatiorganisationsThe

surprising observation, perhaps, is that clasemections between employers and educators
have not been an i mportant part of New Zeal a
past. The final section of this chapter considers why this has been the case.

4.3 Employment Opportunities in the Definition of Skills

Returning to the stylised model in Figure 11, the connection at the bottom of the diagram
betweenindividual abilitiesandeducation investmenms uncontroversial. It is consistent with
thestandarcecoro mi ¢ s mod e | o f iéahhelphuhwmay af faapmig hany gubli@ n d
policy questions about skills formatiomndeed i is a reasonablycommon practice for
researchers and policy analysts te asly these twoconceptsvhen defininglabour market

skills, without any reference tthe apex of the diagram in Figure 1i1 employment
opportunitiesA recentNew Zealand Treasunyaperon productivity and skillsfor example,
opens its discussion with the following definitidigcCormick 2008, p. 6):

In this paper, fhand forl tHe sadge oflsaraatesiséics, kreowledge faralr t
abilities t ha tapatiyy toeaaddmalue & ecormi@dctiwity.sThere are many
alternative labelss uc h as A e mb o ddifiecdo nhpuentaenn cci aepsiot aolr A c ap
distinctive meanigs of eaclierm matter, but the important point here is that we need to take

abroad view of skillsé

The skills that contribute to productivity and economic growthdakeloped in many places.
Formal education plays an important partd is where govaments have the most direct role
and the mogpolicy optionsé

The phrase fiembodied human capital o6 provides
are conceptualised as residing in an atomised individual independently from any labour market
conextYet the first sentence of the above quot a
capacity to add value in economic activityo,
employment opportunities

A further insightinto this issuas provided by Figure 13, whichomes from a Department of
Labour (2011) report oNle w  Z e ashillacimatlengesover thenext decadelts framework
separates the supply of skilfagain conceptualised as embodied human capgitat) the
demand for skillg§conceptualised as requirements for specific jobs). The matching of skills to
jobs is then achieved biyhe labour markebringing together supply and demard this
framework, he supply and demansides of the labour market aassociatedespectively wh
issues obnrgoingdevelopment of the labour force and utilisation of skills by workplaces, with
the latterconceived as the major determinantvairkplace (and hence nationghoductivity.
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Figure 13
A Conceptual Framework of Skills and Productivity
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Source Department of Labour (2011, p. 8).

The separation of a market into supply and demand is a basic analytical tool in ecohomics.
the case of labour market skills, however, it cannot be assumed that the determinants of the
supply side are independent of the determinants of the demand side. Enterprises will not invest
in technologically advanced physical capital if they are notident theycanemploy workers

with the necessary competencies to operate that capital. Potential employees will not forgo
earnings to be educated with advanced competencies if they are not confident there will be jobs
with the necessary income premium Wworkers withthose competencie$he result can be
dmarket failur@ as observed by Buchanan (2006, p. 12):

Problems of labour productivity and decewdrk arise from many sources. At thenost
abstract, however, they refletiarket failure. It has longeen recognisethat, in the area of
work and educatiormarkets often lead to the ungmovisionof jobs and skills.

Consequently, this report argubsit defining skills usingonly human apital theorywithin a

labour market context snimpoverishedspproach. This is showin Figure 14 Comparingt

with Figure 11the impoverished modé&sesthe directconnectionga) between employment
opportunities and individual abil ib)beteeen ( Roy d
employment opporturigs andeducation investmert Spenceds si;gallawsl i ng r
only indirect connections operating through the labour market
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Figure 14
An Impoverished Model of Employee Skills

Individual Education
Abilities Investment

As a consequence, ghimpoverishedapproach loses sight of the detailed questions around
matching employment opportunities with individual abilities and with trusted qualifications. It
inevitablyends upencourag students anddeicators to remain separated from employers as
policy focuses on developing generic human capital that may or may not match the
requirements of changing workpladds. short, the impoverished model in Figure 14 is unable

to help analysis of the most press problems of weak education employment linkages
identified by Boweret al. (2011) at the end of the previous section.

This reportthereforereturns to thecomprehensivehreeelement model of Figure 1The
following chaptemill integrate that model wh the model of employers introduced in Figure 4
of Chapter3 to produce what Buchanan (2006) and others have tetineeskill ecosystem
model of skills and jobs.

Thus, a former Minister for Tertiary Education in New Zealand madmlio&ving observation on

funding policies intended to increase participation in tertiary education without any attention to

mat ching individual abilities and empl oyment |
of fice in 1999, we skemetws 6t hsayts ttehme o& b unusndo ng ma:
to stay current with the changing skills needs of a labour market, and the changing interests and
ambitions of potential studentso (Cullen, 2007
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Chapter 5

The Skill Ecosystem Model

The previous chaptearguel that defining skills using only human capital theory is an
impoverished approadhor understanding skills delkhiel opme
chapter offers an alternative framework, known as the skill ecosystem model. Section 5.1
explains the conceépf a skill ecosystem drawing on a research programme led by John
Buchanan for th&dSW Board of Vocational Education and Training in Australiae skill
ecosystem approach has recently been advocated in New Zealand by the Committee for
Auckland (2012).ts report which concludes thaprogresson implementingvidely accepted

ideas for improving thekills development e@ystem in Aucklands hindered bya lack of
coordinated effortis considered in Section 5.3ection 53 then uses the models in theotw
previous chapters to developh i s  getsiondoy theskill ecosystenmodel. This version
highlights the fundamental coordination problem that a skill ecosystem has to &ddhesdy,

the matching of physical capital investment by employers witthtimean capital investment

by employeesThe chapter finishes i8ection 5.4with a discussion of twoecentapplications

of this version of the skill ecosystem madEehe first application waan OECDstudyof green

skills development in Sydney, Australemdthe second ia DairyNZ study of skills utilisation

on New Zealand dairy farms

5.1 The Buchanan Model of Skill Ecosystems

An early use of thé s ki | | phrasesvassbfireegofil (1999)n aninfluential article on

Al eating seHsustaining, high-skill ecosystem® Finegold researchedfit h e dense
concentrations of biomedical and computer hardware and software firms clustered in Northern
and Southern Califor nsustaminghigghk c hl hadobgsbems a
61). In proposig this label, Finegold was satbnsciously moving awayrom former
frameworls based on lowskill versus higkskill equilibria.In part, this was because that dualist
approach had failed to recognise the importance of intermediate or medium skillsahdat h

been able to analyse problems in creating supply and demand for the biglhesieeded to

generate major research breakthroughs, new forms of business services and flexible, high
technology startips Finegold (1999, p. 63) continued:

A third shatcoming with the low/higkskill equilibrium framework is, as suggested by the

term O6equilibriumé, that t heAlthaugtatheresie serywas mc
strong inertial forces slowing any change in the skill composition of a nationadragpthe

rapid pace of change in technology and global competition reduces the value of static
frameworks. This is particularly the case for the higis&dt, most knowledgentensive

portions of the economy on which this article focuses. Hence theatetasthange the focus

from equilibria to ecosystemsBoth concepts highlight the interdependence of actors in a

system, but in the study of ecosystems the focus is on continual evolution; in theskilhigh

systems, as we shall see, equilibrium is tylprcassociated with stagnation or death of a

sector.

The Department of Labour framework in Figure 13 of the previous chapter remgnise
dynamismwhen it albws innovation to affect the goning development agkills in the labour
force, butis fundamentafan equi | i bri um model : At he | abour
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Finegold drew on Marshall dés (1920) model of
firm clustering and Porterdés (1990) di-amond
sugaining highskill ecosystems with four elements (Finegold, 1999, pp/ B6

Catalysts t o Atrigger the dewalldpmarter@fri skeco

Nourishment particul arly Athe synergistic rela
universitiesand the surrounding firms that hire their graduates and support their
researcho

1 Supportive environment parti cul arly fAbasic infrastru
to knowledge workers, and a regulatory regime that supports reskk i n g 0

1 Interdependenge particul arly fAa high degree of ¢
facilitates the | earning processo.

Finegold used his model to draw four policy recommendatmmthe UK (idem, pp. 7779):

1 Increase funding for basic research andyaetue capital.
1 Expand the supply of entrepreneurial skills.
1 Foster regional networks.

1 Foster individual networks.

Thelast two bullet pointen networksarekey elemergof theconclusions reached this report
(seeChapterpand earl i er work in the EEL. project by

In 2000, the New South Wales Board of Vocational Education and Training commissioned a
multi-disciplinary team of researchers from the Australian Centre for Industrial Relations
Research ahTraining at the University of Sydney and from the Research Centre for Vocational
Education and Training at the University of Technology Sydney to undertake a project on
linkages (present and future) between work and sHilie aim was tadescrite policy options

for shaping those connections inthe futdrdhe pr oj ect drew on Finego
metaphor; Buchanaet al (2001, p. 11):

Understanding how both égeneral trendsd and
using the notiono f 6s kil |l i ie clustery ofthighnmtérmediate and low level
competencies in a particular region or industry shaped by interlocking networks of firms,
markets and institutions

The report identified five key features structuring askillecesyst ar gui ng t hat fie
interaction between these irHecking forces is necessary to understand changes to approaches
to skildl formation for a particular region o

1 Dbusiness settings (eg type of product market, competitivategtes, business
organisation/networks, financial system);

institutional and policy frameworks (VET and NIET);

modes of engaging labour (eg labour hire);

structure of jobs (eg job design, work organisation);

= 4 -4 -2

level and type of skill formation (egprenticeships, informal etine-job training).
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Subsequently,wo pilot programmes tésd the skill ecosystem ideaeeBuchanan (2006),
Windsor and Alcorso (2008) and Buchanan and Jakubauskas (2010,-49@). #gurel5
depictsthe model of ahigh skill ecosystenproducedfrom that research It highlights four
different groups of actors and how each group must be motivated by mutually reinforcing
advantages for the high skill ecosystem to flourish.

Figure 15
Depiction of a High Skill Ecosystem

Firms — see comparative advantage through
addressing skill development and business
performance in tandem to generate Innovation

and growth " 2
. High skill

Ecosystem
Flourishes

Education and training f Policy settings
—-responsive delivery at VET, employment and

all levels that individuals industry policies support
and employers value high skills strategy

Individuals — invest in skills because
rewarding jobs/career opportunities
EICEVEIEL]

Source Windsor and Alcorso (2008, p. 5).

5.2 The Committeefor Auckland 6 Approach to Skill Ecosystems

Established in 2003, the Committee for Aucklatescribes itself aan independent, cross

sector goup of senior Auckland leadengho work to identify issuegienerate good ideas, and

move these ideas into action to leverage influence in the enhancement and development of
Auckland as an exting and dynamic place to livev{vw.committeeforauckland.co.jpzin

2012, the Committee for Auckland, in association wité Ministry of Business, Innovation

and Employment (MBIExnd the Auckland Council, launched the Auckland Skills Projduw.
projectreviewed key international documents antérviewed nore than 50ocal significant

employers as part of its explorationAfickla nd 6 s s ki | | s dFendiegs fomment
the study were published by Committee for Auckland (2@12) summarised bgovenet al

(2012).

The report quotes a recent OECD studytosuggdstat fA New Zeal and perf ol
matching skills acquired in education and on
(Committee for Auckland, 2012, p..9he OECDcomparisons are shown in Figur@ Which

shows the percentage of workewho report either a higher (in the top chart) or a lower (in the

bottom chart) qualification than the most commonly regmbgialification in their occupation.
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Figure 16
Indicators of Qualification M ismatch?, OECD and SelectedCountries, 2005

Notes: (a) Overqualified workers are those whose qualifications are higher than required by
their occupation. Undeagualified workers aréhose whose qualifications are lower
than required by their occupation. The modal qualification in each occupational
groupat thetwo-digit level is used to measure qualification requirements.

(b) Trainees and apprentices are excluded.
(c) Unweighted average of OECD countries shown.
Source Quintini (2011, Figure 1, p. 1p
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