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Inherent Limitations

This report has been prepared as outlined in the Scope Section. The services provided in connection
with this engagement comprise an advisory engagement, which is not subject to assurance or other
standards issued by the Australian Auditing and Assurance Standards Board and, consequently no
opinions or conclusions intended to convey assurance have been expressed.

The findings in this report are based on both a quantitative and qualitative study and the reported
results reflect the perceptions of multiple stakeholders but only to the extent of the sample surveyed,
being the Department of Education and Training’s approved representative sample of key
stakeholders. Any projections made are subject to the level of bias in the method of stakeholder
selection.

No warranty of completeness, accuracy or reliability is given in relation to the statements and
representations made by, and the information and documentation provided by, the Department of
Education and Training and other stakeholders consulted as part of the process.

KPMG have indicated within this report the sources of the information provided. We have not sought
to independently verify those sources unless otherwise noted within this report.

KPMG is under no obligation in any circumstance to update this report, in either oral or written form,
for events occurring after the report has been issued in final form.

The findings in this report have been formed on the above basis.
Third Party Reliance

This report is solely for the purpose set out in the Scope Section and for the Department of Education
and Training’s information, and is not to be used for any other purpose or distributed to any other
party without KPMG's prior written consent.

This report has been prepared at the request of the Department of Education and Training in
accordance with the terms of KPMG’s engagement letter/contract dated 18 June 2018. Other than
our responsibility to the Department of Education and Training, neither KPMG nor any member or
employee of KPMG undertakes responsibility arising in any way from reliance placed by a third party
on this report. Any reliance placed is that party’s sole responsibility.
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EXBCULIVE summary

This study examined the potential skills needs in a selection of international economies to help inform
the development of International Skills Training (IST) courses. The IST program is an Australian
government program designed to promote international education exports through off-shore delivery,
and also to assist labour markets in emerging economies to up-skill their workforce and grow the
skilled labour market.

This analysis included research and data collection/interpretation, combined with stakeholder
consultations across government, training organisations and industries. The stakeholder consultations
were designed to collect expert opinion of - and experience in - where skills needs are perceived in
different countries, and how these needs might be best addressed through education and training.

A select group of countries were examined in this report. These countries were from the Asia Pacific,
the Middle East and Latin American regions.

The key themes emerging from this study highlight the growing need for up-skilling in service
industries such as transport and logistics, health services, and tourism. Specific occupations that have
presented opportunities are care workers (discussed further in case study 1) and tourism advisors
(discussed further in case study 3).

Industries that show multiple demand for up-skilling, in order of global need, include:

Transport and Logistics
Tourism

Construction

Aged Care

Health Services

Retail and Wholesale
Food and Beverage
Child Care

OND>OoEWN =

There are a number of key occupations (listed below) that support these industries. Training in these
occupations for either currently unemployed persons, or to up-skill the existing workforce, is needed
to improve industry performance and enhance economic growth in emerging economies. The
priorities for these occupations are tied to the key industry opportunities shown above.

freight handlers
e supply and distribution managers

skilled transport workers such as truck
drivers

electricians (multiple skill levels)
plumbers (multiple skill levels)
sales representatives

retail managers

personal care workers wholesale managers

aged care service managers food preparation assistants
tourism and travel advisors cooks

tour guides and charter tour bus operators waiters

child care workers
child care service managers
building construction labourers

health care assistants
medical assistants
nurses (multiple skill levels)

This detailed analysis examines the skill needs in different countries across a number of different
industries. The key findings by country and industry are presented in Section 2 of this report.
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. Introduction

The purpose of this report is to identify potential skills needs in a selection of economies in order to
provide an informed evidence-base of where to target International Skills Training (IST) courses. The
IST program was launched by the Australian Government in April 2017, with the objective of providing
a quality delivery model, which matches the requirements of strengthening international capacity, and
meeting needs through competency based industry-aligned courses. |IST courses are another option
of non-Australian Qualification Framework (AQF) vocational education and training (VET) delivery
exports by Australian Registered Training Organisations (RTOs).

Greater promotion of Australian VET exports abroad has multiple benefits to both Australia and its
trading partners. Improved exports are a source of revenue for the nation, and as a key exporter of
education, further strengthening of this comparative advantage is a strong strategy for the economy.
Additionally, Australia’s role in providing education and training to emerging economies can assist in
their economic development through up-skilling their labour force.

To achieve these goals, the policy involves developing IST courses that are suitable for international
economies, to meet their economic and labour force requirements. The AQF represents a very high
standard of education, training and qualification in Australia. However, delivery of AQF to emerging
economies as they are delivered in Australia has been recognised as a challenge due to high costs for
delivering, monitoring and accrediting qualifications abroad. The IST courses aim to deliver the quality
of education that Australian RTOs are recognised for internationally, with a product that is fit-for-
purpose globally.

A pilot of the IST program involved delivery of international training and assessment courses (ITAC) by
several RTOs. This pilot program was delivered to learners from Chile, China, Colombia, India,
Mexico, Peru, Saudi Arabia, the Solomon Islands, and South Korea between October 2015 and
January 2017. The ITAC suite was designed to provide training and assessing skills, to facilitate
further learning in these economies, and to open up new avenues for human capital development
through professional development and up-skilling of the labour force. (Note that the use of the term
ITAC has been discontinued since the IST courses were officially launched in April 2017).

The Department of Education and Training is now seeking an understanding of other potential
industries and countries that might benefit from access to Australian IST courses. In this study, KPMG
has conducted desktop research, consulted with a variety of stakeholders and analysed this
information to determine potential global skills needs. This study represents a cohesive analysis that
incorporates both research and data analysis, and consultation with multiple stakeholders across
government, industry and the VET sector. This provides a solid evidence-base to move the IST
program forward. The scope of this study, the conceptual framework guiding the methodology, and
the structure of this report are presented below.

[T Scope

Analysing skills needs is a complex exercise and can be approached with a variety of techniques.
While analysing global skills needs and the complexity of labour markets across the globe, there is a
very broad range of possible research avenues to understand drivers for skill demand, industry needs
and education and training institutes. The scope of this report seeks to identify:

e Industry sectors requiring a greater number of skilled workers

e Specific occupations for which there is a shortage or growing need

e Skills needs in priority countries/regions

e Future skills shortages and demands in Australia.
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The approach used to analyse skills needs has included desktop research, stakeholder consultations,
and analysis of the collected data to achieve the Project’s outcomes.

e Desktop research has included analysis of economic data, examination of country/industry specific
articles, and a meta-analysis of previous studies that examine skills gaps in the countries of
interest (described further in the Regional Analysis section).

e Stakeholder consultations were conducted to collect direct observations and understandings from
government, training organisations and consultants, and industry organisations and companies.
(Further information on the consultations is discussed in the Appendix).

At the industry level, preliminary ideas of potential target sectors were provided by the Department,
based on their research and feedback from education and training stakeholders. While KPMG has
considered these sectors, a broader scope was maintained during consultations with various
stakeholders. The priority industries presented in the Key Findings have been determined as the study
has progressed, and are explained in Section 3.

The potential countries that the IST courses could be delivered to, and hence the total countries of
interest to research, is very broad. Within the scope of this study are the 20 countries agreed with the
Department — listed in the key findings on page 5 and discussed in detail in Section 4.5: Regional
Analysis. This sample of countries includes key countries to which off-shore education is currently
being delivered, and present a diverse range of economic development and labour market structures.
Note that there are many countries not included within the scope of this report to which the IST
program could target.

12 Conceptual Framewark

This study starts by introducing a conceptual framework for analysing skills gaps, which has been
adapted from OECD Skills for Competitiveness report (OECD, 2012). This framework is used to
understand the tools and governance mechanisms around labour market skills, and the interaction of
multiple variables.

Specifically, in this study we have used this framework when considering the needs across particular
countries or specific industry sectors. That is, the first step in examining a potential skills need (and
whether there is scope to help address this need) is to identify where a particular country or industry
currently sits on the conceptual framework as depicted on the following page.
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Figure 1: Labour market — conceptual framework
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This report now steps through the four spectrums identified in the diagram above, in turn.

1. High skill equilibrium

The high skill equilibrium is the optimal state for an economy and its labour force to be in. A high
demand for skilled labour means that firms are more productive, pay higher wages, and are more
likely to continue innovating and advancing. This demand is met by a high supply of skilled labour,
which is typically due to broad access to education and the high quality of education and training
institutes. Government policies that help achieve a high skill equilibrium have significant benefits for
an economy.

2. Low skill equilibrium

The low skill equilibrium is a sub-optimal ‘trap’ into which a local labour force can fall. In this
environment, employers remain competitive by keeping salaries low. This in turn reduces the
incentive for individuals to pay for, or invest time into, up-skilling. This is because they know that
employers will not be willing to pay wages that match (and compensate them for) their improved
ability. This cycle is then maintained — forming an equilibrium.

This occurs regularly in regional areas when labour mobility is low, the quality of education is poor,
and firms have limited access to capital and technology.
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3. Skill shortage

This is a situation where there is demand from businesses (employers) for more skills, but there is
inadequate supply. Understanding drivers of skill demand and supply is essential to determine labour
market adjustments that will close skill gaps.

A wage response that attracts more highly skilled workers may push the industry/country closer to
the High Skill Equilibrium. On the other hand, if the market responds by reducing industry activity or
employing lower skilled workers (reducing productivity), this can drive the industry/country closer to
the Low Skill Equilibrium.

4. Skill surplus

A skills surplus occurs when supply of skilled labour is higher than the demand from businesses.
From this situation, businesses will either need to innovate and upgrade to utilise the extra skills
(pushing the industry/country closer to the High Skill Equilibrium), or the level of skilled labour may not
be maintained as attitudes to education and training fall (leading towards the Low Skill Equilibrium).

Another consequence of a skill surplus is that workers may migrate to other regions where skill
demand is higher. This can provide opportunities for remittances which can still benefit the local
economy.

13 Reportstructure

This report has been designed to begin with the broad, key findings, and then gradually provide more
detail to support the analysis. The contents are structured as follows:

e This section, Section 1, discusses the scope of this research and the conceptual framework
applied to the analysis.

e Section 2 reports the key findings across countries of interest and sectors, and includes
considerations on how the International Skills Training Initiative may be positioned.

e Section 3 summarises the skills needs identified across industries and occupations, and
elaborates on the opportunities for vocational education and training exports.

e Section 4 discusses five case studies that address some specific global skills needs and trends in
training and up-skilling.

e Section 5 contains a detailed regional analysis including the countries of interest identified in the
scope section.

e Finally, the appendices contain occupation and industry classifications, a summary of the
consultations conducted for this research, a glossary of key terms and a reference list of sources
used in this study.

Specifically, the findings and analysis are initially presented at a broad level, with additional layers and
details presented in the subsequent sections.
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2. KBy Findings

This section provides an overview of the key industries identified in our research and consultation.
These key industries are indicated by country in terms of the potential “strength” in industry demand.

Table 1: Key industries across countries-of-interest

Agriculture
Manufacturing
Advanced
Manufacturing
Hotels &
Accommodation
Child Care
Aged Care
Beverage
Wholesale
Transport &
Logistics
Health Services
Construction

India

Bangladesh

Sri Lanka

South Asia

Pakistan
United Arab Emirates

Saudi Arabia

Brazil
Colombia
Mexico

Peru

Latin America

Chile

China

Thailand

Korea

Solomon Islands
Indonesia

Malaysia

Singapore
I

Australia’s Strength in
Training / Industry

Asia Pacific

. Moderate Industry demand
Very strong Strong industry ) ) .
Industry Demand . industry not identified
industry demand demand
> demand
G
|
Australia’s Strength
] . . strong moderate
in Training / Industry
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The key findings in the table above present a high-level overview of sectoral skills needs across
countries, accounting for trends observed in employment, productivity, meta-analysis of existing
studies on skills gaps, and opinions from stakeholders across training institutes, government, and
industry. (Note that a light blue square does not necessarily indicate that there is no skills-needs or
role for education or training, but rather that particular sector within that particular national economy
has not been an emerging theme across this study).

The strength of the findings in the table above have been developed by applying a ‘rating’ to the level
of demand identified across four avenues: economic data, desktop country/industry research, meta-
analysis of previous studies, and stakeholder consultations. With additional meta-analysis and
consultations and an update of the data, the strength of some skills needs presented in this 2018
report have increased, while some skill needs that were not identified previously have now emerged.

Broadly, there are potential opportunities for Australian training providers to up-skill workers across
most sectors — as advanced economies typically have best-practices in many production and service
roles.

It is important to note that there are limitations to anticipating future skills needs, and current
economic trends can shift within economies. Case Study 2 discusses some of the potential impacts
of technological change on the skills needed in the future and how these skills might be taught, while
Case Study b5 highlights the opportunities and challenges that Industry 4.0 (the Fourth Industrial
Revolution) will present. Additionally, data used in the analysis has considered labour productivity in
each country and benchmarked it against the same measure in an advanced economy. This can
provide an indication of the development path economies will take, and hence the short-and-medium-
term industries that will demand skills.

21 Key Themes

The key themes emerging from this study highlight the growing need for up-skilling in service
industries such as transport and logistics, health services, and tourism. Specific occupations that have
presented opportunities are care workers (discussed further in Case Study 1) and tourism providers
(discussed further in Case Study 3). Further occupational detail is discussed in Section 3.

Industries that show multiple demand for up-skilling, in order of global need, include:

1. Transport and Logistics 5. Health Services

2. Tourism 6. Retail and Wholesale
3. Construction 7. Food and Beverage
4. Aged Care 8. Child Care

Of the original 12 industries presented in Table 1, the eight priority industries in the box above
represent sectors that repeatedly emerged — through research and consultation — as having significant
industry need and/or a need for up-skilling. These eight key industries are ordered above according to
the strength of industry demand for skilled labour, and are described in turn below.

211 Transportand Logistics

Transport and logistics is a critically important sector to global economies. Many emerging economies
can benefit from up-skilling in this sector — to better coordinate movement of goods domestically and
their exports abroad, to help source imports from trade partners, and to better connect to global value
chains.

Occupations needed include freight handlers, supply and distribution managers, and skilled transport
workers such as truck drivers. Noting that this sector is likely to be significantly influenced by
technological advances and implementation (such as autonomous vehicles), and thus required skill
sets are likely to continue to evolve.
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212 Tounsm

Tourism is a booming sector in many economies, due to the growth in middle-income populations,
and the reduction in barriers such as cost of travel. A strong tourism industry can complement the
unigue qualities of various regions and countries. Further, many emerging countries are now more
targeted in their approach to tourism as an important contributor in a strong diversified economy. This
industry requires skilled workers who can liaise with tourists and support the promotion of other
interconnected industries that benefit from tourism such as food and beverage, and hotel and
accommodation.

Tourism and travel advisors, tour guides, charter and tour bus operators, tour coordinators, and
cultural guides are occupations necessary to improve tourism industries and better attract foreign
visitors while maintaining a sustainable sector.

213 Construction

Many countries seek to attract foreign direct investment and to improve the capital stock across all
sectors of the economy. Construction industries are essential in this role, and there are major up-
skilling requirements to build more ‘efficient’ buildings and civil infrastructure, improve work practices
and increase access to basic necessities and improve quality of life.

There are many technical roles required for this industry, such as earth moving, crane and other heavy
plant and machinery operation, welders, electricians and plumbers of varying skill levels. Building
construction labourers are lower-skilled roles that are, nonetheless, essential to support construction
and demolition activities and these present a high volume of demand by employers.

214 Aged Care

Aging populations and changes to family structures means that there is growing demand for care
services for the elderly. Better access to care services (and trained carers) was identified as a growing
need across many of the countries researched, and was seen as beneficial through offering a better
quality of life to those under care and also allowing younger generations to further participate in the
workforce.

Personal care workers and aged care service managers are occupations that will likely face major
shortages as this sector grows.

219 Health Services

A variety of health services have rapidly growing demand in emerging economies, and are essential to
improve quality-of-life for citizens. Many high-skilled occupations in this industry require extensive
study and training. However, there are also up-skilling opportunities in low to moderately skilled health
occupations which provide patient care and essential support services to medical professionals.

Health care assistants, medical assistants and nurses are roles that require training and up-skilling in
many economies to improve health care services.

216 Retalland Wholesale

The nature of wholesale and retail is shifting in many economies, particularly as retail businesses
consolidate and sections of the economy shift from the informal to the formal sector. Increasing
disposable income in populations also encourages greater need for better customer service and

quality of goods and services.

Occupations needed in this sector include sales representatives, supply chain managers, retail
managers and wholesale managers.

KPMG | 7

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are reg trademarks or trademarks of KPMG International.
Liability limited by a scheme approved under Professional Standards Legislation.




The Global Demand for Skills — January 2019

217 Foodand Beverage

Food and beverage industries are changing in emerging economies due to increased tourism,
increasing discretionary incomes of populations, and establishment of franchises and other
international businesses. Up-skilling in this sector is required to meet the higher standards of
customer service expected, and also to raise the quality of food preparations standards and hygiene.

Occupations in this sector include food preparation assistants, cooks, waiters and similar service staff.

218 ChiaGare

Access to quality child care is also experiencing growing demand in many emerging economies.
Similar to aged care, child care can allow parents to participate further in the workforce. Additionally,
pre-school care is increasingly being recognised as an important period in a child’s development, and
parents with increasing incomes want the best for their families. These factors are driving a growing
need for trained childcare providers across many economies.

Up-skilling is required for child care workers and for child care service managers to meet the needs of
parents and changing communities.

219 Other sectors / occupations

KPMG notes that mining and business service industries are not presented in the key findings. While
these sectors are important in many economies, and Australia does have expertise in these areas that
could be offered to emerging economies, there are several reasons for not targeting them in the
context of the IST program.

e Mining is typically a capital intensive industry (discussed on page 14), meaning that fewer workers
are required per unit of economic activity than in other sector. For many of the workers that are
required, many of the skilled roles in demand require an advanced level of education and
experience. Additionally, mining activities are generally operated by large multinational companies,
who often have their own, well-established training processes.

e Business services are important industries, and have experienced significant growth in many
countries. For the current delivery of off-shore education by RTOs, business related courses are
the most popular, indicating a market that is perhaps already being accessed. In addition, many
students study certificates or diplomas in business for the purpose of further education such as a
bachelor degree. This means that the existing qualification framework is currently contributing to
the up-skilling of workers in this category.

If we also consider skills more generally (and less sector specific), a particular style of opportunity for
Australian off-shore delivery of training is that of ‘enabling’ occupations. This type of training does not
necessarily meet a specific, technical industry need, but addresses skills gaps at an institutional level.
The ITAC suite delivered in the IST pilot program could be an example of an enabling occupation, as

educating trainers and assessors will enable further training across many disciplines/industry sectors.

A targeted business area that could be considered in this space is entrepreneurship — which has been
mentioned several times across consultations — and could help address current informal practices /
prevalence issues in a country. Potential entrepreneurs require some business skills, but could
undertake additional training in a specific economic setting and in a way that complements the
existing business skills that are held by workers.

Interestingly, Information Technology was also identified by a number of stakeholders as a necessary
enabling skill across most disciplines, not just a stand-alone career path. This is because (as
elaborated more in the Industry 4.0 case study in this report), with the continued advancement of
technology across all industries, training providers will need to factor in appropriate technology skills
to meet the changing profile of the workforce and deliver relevant training both onshore and offshore.
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2.2 Australias strengths

Understanding Australia’s industry and training strengths is important when determining how
Australia is positioned to address skills needs in the selected economies.

The purple row at the bottom of Table 1 of the Key Findings page rates Australia’s recognised level of
strength in providing education and training for each industry. These strengths have been rated based
on a combination of how well Australia performs in the sector and international stakeholder views on
Australian training. A classification of 'very strong’ indicates that Australia currently exports VET for
this sector, has a high value-added domestic industry, and aligns with the Industry Growth Centres
initiative determined by the Department of Industry, Innovation and Science. ‘Strong’ indicates that
two of this criteria are met, and ‘moderate’ indicates one element of this criteria is met. One limitation
of this method is that it considers Australia’s strength unilaterally, while further analysis would expect
to find differences in Australia’s relative industry and training strength with Australia’s bilateral
relationships across the globe.

Despite differences across the sectors, Australia’s education system in general is recognised as a
strength. In particular, our competency based system is seen as a key strength across many different
types of courses. Competency prioritised over curriculum often means that students are both well
placed to meet the needs of industry, and can better adapt as occupations change their skill
requirements.

However, stakeholders have indicated that to remain competitive and current, Australia’s education
system must continue to develop. There were many positive comments around the competency
focus of Australian VET training and the integration with industry — and this is definitely seen as a
strength both domestically and overseas. There were a few cases where it was noted that the quality
of training across Australian VET providers and the quality of graduates varied significantly — as with
any industry, there are likely differing levels of quality and delivery. Thus, it is important that Australia
continue to support our Australian providers in delivering a high quality product to the overseas
market, to continue to build on our already strong international reputation.

KPMG | 9

firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
ved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.

scheme approved under Prc onal Standards Legislation.

© 2019 KPMG, an Australian partnership and a membe
("KPMG International”), a Swiss entity. All rights
Liability limited by




The Global Demand for Skills — January 2019

3. SKIISNeeds

This section elaborates on the key findings presented earlier, by mapping the recommended priority
industries to associated occupations and articulating where Australia VET providers could be best
positioned to provide up-skilling and professional development opportunities.

3.1 Industries and Occupations

An understanding of the occupations associated with priority industries is important for developing
and providing training services to these industries.

Consultation and research has shown that occupation definitions differ significantly across countries.
Different countries each have varied methods, procedures and standards for defining industry sectors
within their economies. Information from data analysis, literature review, and consultation has been
matched where possible to the International Standard Classification of Occupations (ISCO), to provide
the most globally standardised approach.

The table below presents the occupations associated with the priority industries identified in
Section 2 as having skills needs in the selected economies. The associated skill levels for these
occupations are discussed below to provide an understanding of education requirements for each
occupation.

Table 2: Occupations within priority industries

Industry Occupations Example tasks
Personal care ® Assist with routine personal care and activities of daily living
workers (Home 2 ® Provide emotional and psychological support, therapeutic and personal care needs
or facility based) o o )
® Maintain a clean and hygienic living environment
’ég?s ® (Coordinate residential and care services for elderly
Agedlcare ® Supervise work activities of medical, nursing, technical services, maintenance and
services 3 other personal services
manager - - : )
anage ® Administer welfare programs, and perform administrative tasks such as budgeting
and reporting
Child care ® Facilitate programs to build physical, social, emotional and intellectual development
services 3 of young children
managers ® Oversee provision of care for day care centres and services
hil ) )
gar: ® Assist children to wash, dress and feed themselves
Child care 2 ® Assist preparation of materials and equipment for education and recreation
workers ® Manage children’s behaviour and social development
® May work at a commercial or residential location
; SUDPW, ® Facilitate purchasing, storage and distribution plans
dlstr;l;gcizg Emel 3 ® Oversee dispatch of road vehicles, trains, vessels or aircraft
managers ® Maintain record systems of goods movements
Trade ® Freight handling, including loading and unloading goods from transport vehicles
izgistics Freight handler 1 ® (Carrying, stacking and sorting goods in warehouses
Use of conveyor belts, pipes or hoses to transport commodities such grain, sand,
coal, petroleum and other solids and liquids
Forklift truck 9 ® Operate forklift to load and unload goods
driver ® Perform routine maintenance
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Example tasks

® Drive heavy motor vehicles to transport goods, liquids and heavy materials over
short or long distances
Hea\{y truck 2 ® Determine appropriate routes, do minor maintenance and organise major
drivers maintenance
® Stow goods securely, assisting with loading and unloading and complying with load
limits
. ® (Operate and monitor excavating machinery equipped with moveable shovels,
Earth moving
concave steel blades or power rollers for movement of earth
and related 2
plant operator ® Follow occupational health and safety requirements associated with dangerous
machinery
R : . L )
Crane, hoist and Ogsei'[iz[r? 2tauti|orr:]aerzta;r?dr?noaﬂ?i;rsanes or other hoisting equipment to move and
related plant 2 P auip
operators ® Follow occupational health and safety requirements associated with dangerous
- machinery
'% Build Mix, pour and spread materials such as concrete, plaster and mortar
uilding . )
% construction 1 Load and unload construction materials
§ labourers Dig and fill holes with handheld tools and spreading sand, soil, gravel and similar
materials
Building and Install, maintain and repair electrical wiring systems and related equipment
related 2 ) )
o Inspect electrical systems, equipment and components for hazards
electricians
® |nstall, repair and maintain pipe systems, drains, gutters and related fittings and
Plumbers and ) fixtures
pipe fitters ® |nstall gas appliances, dishwashers, water heaters, sinks and toilets
® |nspect and test installed systems and pipes
® Sell goods and services to meet customer needs
Sales 2 ® Process sales including various payment methods, issuing invoices and recording
Representatives sales
Retail ® Assist with stock management and display of goods
Retail and ® Organise and coordinate operations to sell goods on a retail or wholesale basis
wholesale trade 3 ® Determine product mix, stock levels and service standards
managers ® Train and supervise staff
® Prepare and cook to order a limited range of foods or beverages
Food ® QOperate high-volume single process cooking equipment such as grills and deep-
preparation 1 fryers
assistant ® Take customer orders and serving food and beverages
® (Clean food preparation areas and maintain food standards
Food and ® Prepare and cook meals according to recipes or as instructed by chef
beverage Cook 2 ® Check quality of food and coordinating kitchen helpers
® |nspect and clean kitchen and equipment to ensure sanitary food practices
® Serve food and beverages in commercial dining and drinking places such as
) restaurants and clubs
Waiters and . .
bartenders 2 Greet customers, advising of menu and taking orders
® Prepare and clear tables, collecting payments for sales, meeting alcohol serving
laws
® Provide information about local and regional attractions, sightseeing tours,
) restaurants entertainment activities and issuing literature
Tourism and . ) i i o
wraviel acivisers 2 Prepare itineraries, making reservations and issuing tickets for vouchers
Toursm ® Help customers with travel documentation, relevant government regulations, and
guidance for emergency situations such as lost luggage
Gallery Greet visitors and planning, organising and conducting tours
r?useumdand 2 Arrange transportation and accommodation for visitors following planned itineraries,
our guides

and arranging entry to places of interest
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Industry Occupations Example tasks

® Answer questions, providing commentaries, issuing brochures and tour literature,
show audio-visual material

Stop to pick up and set down passengers, collecting fares and giving change

Charter afﬁd tour 2 ® Advise passengers on destinations, maintain conduct of passengers, provide tour
bus driver commentaries, and assist with baggage and accommodation

® May maintain, service and clean coaches

® Provide treatment, support and care services for people who are injured, ill, ageing
or have a physical or mental impairment

Nurse 4 ® Coordinate patient care with various health care professionals and teams

Monitor pain, cleaning and dressing wounds, providing various therapies including
drugs

Perform basic clinical and administrative tasks to support patient care
Prepare patients for examination and treatment
Health Medical ® Assist medical doctors and other healthcare professionals in performing various

Services assistant 3 procedures

Maintain clean and hygienic environments

Administrative task such as recording patient information and scheduling
appointments

Health care ® Provide direct personal care and assistance to patients in medical, rehabilitative and
assistants 2 residential care facilities
(including ® Follow care plans established by nursing and health professionals

Nursing aide)

® Maintain a hygienic environment and monitoring patient’s conditions
Source: International Standard Classification of Occupations (2012)
Note: Where possible, ISCO definitions are used. Tourism occupations refer to ANZSIC definitions.

311 Occupations and skillevel

The skill level (as indicated in the third column of the table above) provides an indication of the
education, training and experience required for various occupations. As recognised earlier, these will
depend on the national context, development of the economy and unique variations in industry
structure.

Skill level 1

These are the least ranked occupations of all skill requirements. However, they can typically be
overlooked in training and education agendas and miss a valuable area to improve support workers
and provide a starting point for up-skilling emerging economy industries.

Skill level 2

Occupations at this skill level typically require the first stage of secondary education. Importantly,
most roles that require some level of customer service or interaction with clients are at this skill level
or above. These roles are growing in demand as more economies grow their service industries such
as retail, tourism and food and beverage sectors.

Skill level 3

At this skill level, workers often need complex technical and practical skills, combined with significant
factual and procedural knowledge in a specialised field. Vocational education and training could either
improve existing training that workers have in this sector, or focus on some specific tasks that fit
within a training schedule.

Skill level 4

This skill level is typically achieved after 3-6 years of higher education for a first degree or higher
education, and often requires further on-the-job training or extensive experience in relevant, less
skilled roles.
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Occupations at skill level 4 would not be expected to be the target for the IST program. However,
there are many important supporting roles that have skills shortages in emerging economies, which
are highly-demanded occupations that complement these higher-skilled roles.

In summary, the courses that are designed to meet skills needs require consideration of the skill level
of that occupation. While many economies typically emphasise growth of highly skilled occupation
industries (i.e. Skill level 4), there are major demands for training and education that raise the basic
skill level of global labour forces.

3.2 0ppartunities and Ghallenges for Australian VET

Once skills needs have been broadly analysed across regions and sectors, the challenge of how to
address these needs can be approached with a range of strategies. As noted by the Asian
Development Bank:

There is no ‘one-size-fits-all’ solution in addressing skills mismatch in Asia. Asian
economies are diverse, fast growing, and rapidly evolving, and they face increasingly

varied skills requirements.
Asian Development Bank (2015, p25)

The quote above could be applied to all regions, and highlights the need for flexibility in addressing
skills needs in economies. This reflects a key strength that the IST program can provide in providing
education and training services that fit the economic and institutional context of economies.

In particular, IST programs are designed to assist in human capital development. This ranges from
capacity building and up-skilling in countries with a greater number of low-skilled workers (such as
India) through to providing professional development in countries where technical education is
provided by a university trained teacher (such as in countries of Latin America and South Korea).

IST courses are based on a competency-based industry-aligned model, which is a different mode of
learning and training applicable across the range of human capital development. For example, for
those building capacity or up-skilling, this can mean that IST courses better align with industry needs
and, as such, produce workers that are more “job ready”. For those accessing professional
development in countries where technical education is provided by a university trained teacher, IST
provides an international perspective of training that can inform their teaching practices and
processes.

321 Economic structure and assessing training needs

In assessing a country’s specific educational needs, the current stage of economic development in
the country and across industries should be considered. The World Development Report on Jobs
(World Bank, 2013) examined labour markets, economies and the impact of jobs around the world.

Figure 2: Economic development and skill needs

JOBS CHALLENGE WHAT ARE GOOD JOBS FOR DEVELOPMENT?
AGRARIAN ECONOMIES More productive smallholder farming, Urban jobs connected to global markets
CONFLICT-AFFECTED COUNTRIES | Jobs demobilizing combatants, Jobs reintegrating displaced populations,
Jobs providing alternatives to confrontation
URBANIZING COUNTRIES Jobs providing opportunities for women, Jobs moving the country up the export ladder,
Jobs not leading to excessive congestion, Jobs integrating rural migrants
RESOURCE-RICH COUNTRIES Jobs supporting export diversification, Jobs not subsidised through transfers
SMALL ISLAND NATIONS Jobs connected to global markets, Jobs not undermining fragile ecosystems
COUNTRIES WITH HIGH YOUTH Jobs not supported through rents,
UNEMPLOYMENT Jobs not allocated on the basis of connections
FORMALIZING COUNTRIES Jobs with affordable social benefits,
Jobs not creating gaps in social protection coverage
AGING SOCIETIES Jobs keeping the skilled active longer,
Jobs reducing the cost of services to the elderly

Source: Figure 14, page 20, World Development Report 2013
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The World Bank report found that the jobs that were good for the development of a country are tied
to the development stage of that country. This is also reflected in the skill needs found in different
countries. The current stage of economic development across industries within the country should
also be considered — along with the perceived current labour and capital requirements of the
industry/country.

For example, where there is insufficient capital — such as machinery, vehicles, plant, buildings and
infrastructure — the priority for that economy could be foreign direct investment or access to better
technology. Training and education will be required to improve industry performance, but new
investment may need to be made initially, so that the better-skilled workers have the equipment and
machinery they need.

The capital intensity of an industry can provide an indication of the potential labour market training
opportunities/benefits across different sectors for a particular country. Generally, the less capital-
intensive an industry (and the more labour intense), the more potential there is for up-skilling of the
labour force that can improve industry performance. The capital intensity ratio for selected Australian
industries is shown below.

Figure 3: Capital intensity ratio for selected Australian industries
Agriculture
Mining

Textile and clothes manufacturing

Heavy Manufactures

Construction

Retall, hotel, & food services

Health and social services

1 2 3 4
Capital intensity ratio

en
(=1

Source: KPMG calculations, ABS catalogue 5209.0.55.001
Note: Capital intensity is calculated by dividing income to capital over income to labour.
Higher values indicate that more capital is needed relative to labour.

These ratios show that agriculture and mining in Australia have very high demands for capital (such as
heavy machinery and infrastructure). While this data reflects Australia’s economy, emerging nations
will trend towards this ratio as structural adjustments occur in the economy.

For services such as retail, hotel, food, health and social services, these sectors are much more
labour intensive. This means that strategies to improve industry performance have a very strong focus
on up-skilling the labour force. It is not surprising that many of these sectors have been identified as
those with opportunity for Australian VET delivery in emerging economies.

Thus, at the sectoral level, there are multiple opportunities for delivery of training to up-skill labour
forces across emerging regions. Broadly, as an advanced economy, Australia has strength in service
industries and many emerging economies have a growing need to train the labour force in these.
Particular key opportunities are in aged care, child care and tourism (discussed further as case studies
in Section 4).
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3.2 Global skilled labour negds

The later sections of this report target a number of different economies — as identified in the scope —
to present the key findings for the IST program. Before focussing the analysis on target countries, it is
useful to look more broadly at skills needs across the world. Research by McKinsey (2013) has asked
industry sectors if they believed their new employees were ready for work. On average, 43 per cent
of businesses across all sectors responded in the affirmative, leaving 57 per cent who believed their
new employees needed to be better prepared for employment.

The McKinsey (2013) study identified the greatest skills gaps in hotel and restaurants, agriculture,
wholesale and retail trade, and real estate and business services, with only around one-third of
businesses considering their new employees to be ready for work. While a higher proportion of new
employees in health and social work, financial intermediation and education were considered to be
prepared — still only around half of the businesses surveyed in this group identified their new-
employees as ready for work — highlighting that new employees’ skills are not being identified as
meeting those of industry.

Figure 4: Employee preparedness by sector

Hotels and restaurants
Agriculture, hunting, forestry, and fishing
Wholesale and retail trade ayerage
Real estate, renting, and business activities
Transport, storage, and communications
Construction
Manufacturing
Other
Health and social work -
Financial intermediation :-
Education |7 7 N
% 20% 40% 60%

% of employers who stated that new-hire employeeswere prepared

Source: McKinsey (2013)

Note: Average from employer surveys in United States, India, Germany, Mexico, Saudi Arabia,

Turkey, Brazil, United Kingdom, Morocco. Minimum of 100 firms surveyed per sector. Higher percentage indicates more firms
in that sector were satisfied with skills and ability and new hires.

The World Economic Forum also recently published a report examining the future of jobs (2016). This
report identified a number of key job families that, in general, are likely to continue to grow
worldwide. In particular, Computer and Mathematical, Architecture and Engineering, Management,
Business and Financial Operations, and Sales and Related roles were all seen as areas of growth.
While these were all identified as areas of growth, there were differing levels of expected recruitment
ease identified across these and other job families, as shown in the chart replicated below.
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Figure 5: Ease of Recruitment 2015-2020 Perception Rating (-2:“very hard” to +2:“very easy” scale)
1.0
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Source: World Economic Forum (2016)

More recently, in 2018, the Manpower Group published the results of a survey of almost 40,000
employers across the globe, which examined the levels of difficulty faced when filling job vacancies.
Almost half of these companies indicated that they have difficulty finding the skills that they need.
This is not confined to one industry or one type of skill — the survey found that gaps have been
identified across manufacturing, mining, transport & logistics, trade and many service industries.

Similar to many of the findings in the country specific analysis presented in later chapters of this
report, the Manpower Group survey found that the rise of consumerism is a strong driver of demand
for service delivery skills such as sales representatives and transport & logistics. Further, the survey
found that many of the roles in demand required post-secondary training, but more often in the trades
space rather than full university degrees. The survey also found that many businesses envisaged
workers needing continual skills development, as roles continue to evolve and are augmented with
technology.

These studies all indicate some general trends across the world in terms skill needs. As economies
continue to develop, there will likely be more movement away from the traditional agriculture,
resources and basic manufacturing industries towards advanced manufacturing, technology and
consumer/service sectors. This shift in demand drives shifts in skill needs.

Looking at the counties of interest for this study, there are a number of sectors identified in the key
findings table as having existing or emerging skill needs. These are predominantly due to either a
demographic or income change (aging population or emerging middle class) driving higher demand for
services, and/or technological advancement. However, many of these economies/industries may have
a tendency to move towards a low-skill equilibrium, where there is little incentive or willingness to pay
for up-skilling. A combined effort is needed to guide the country/industry, instead, towards a high
income equilibrium — with particular emphasis on the need of co-operation and understanding
between the Australian government / RTOs, the target country government and local industry.
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323 Global competition

Another important factor to consider is competition from global providers of skilled training, as well as
countries (or industries) where domestic delivery of skilled training is strong. Through consultations
and research, it is apparent that there are a number of strong competitors that already have a footprint
in a number of the selected economies. Germany, for instance, has been highlighted on numerous
occasions as being the benchmark leader in skills training and delivery in the advanced manufacturing
and technology space.

The German Corporation for International Cooperation (German acronym GlZ), for example, is an
international enterprise owned by the German Federal Government operating in many fields and
countries. GIZ is a service provider in the field of international education and provides tailor-made
programs for countries and industries that have certain specific skilled-labour needs. Strong industry
cooperation in this space has led to successful delivery and implementation of these skilled training
programs.

Japan has also been reported as another country that is very active in the offshore delivery of skilled
training. Japan not only operates in the industrial and manufacturing space but also in the services
sector. For example, training healthcare professionals in their country-of-origin and providing practical
internships/placements in Japan has been one of the key programs of the Japanese. Japan is a strong
competitor in this area in Indonesia.

In selected countries, such as Singapore and South Korea, domestic delivery of skilled training is
relatively strong and reputable. South Korea, for example, has a well-developed VET system of their
own and the suitability of non-AQF delivery of training has been questioned by stakeholders. The
implication here is that, going-forward, these countries might not be the optimal choice for offshore
Australian training programs due to the growing strength of domestic providers. In markets such as
these, it might be that the delivery models need to be reassessed/redesigned as appropriate — such
as implementing or strengthening provision through joint ventures with domestic training providers or
industry/government.

Australia’s training programs are viewed, globally, as highly regarded and reputable. With this strong
foundation, opportunities exist in international markets. Training providers should leverage this
reputation and continue to work closely with industry to deliver practical, needs-based, dynamic and
flexible training programs.
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4. (ase oludies

This section presents five case studies highlighting some key themes and trends identified in the
research.

e Case Study 1 presents trends in care worker occupations, including aged and child care services.

e Case Study 2 discusses the impact of technology on labour requirements, and the types of
occupations that are most vulnerable to disruption.

e Case Study 3 examines the skill needs in tourism and the associated industries of hotel, food and
beverage and transport, which all generally experience significant growth as income levels rise
across economies.

e Case Study 4 discusses the need for soft skills, a recurring theme from stakeholder discussions,
which points to important implications for determining and delivering skills training.

e (Case Study 5 examines Industry 4.0 — the Fourth Industrial Revolution — and the opportunities and
challenges it may present to the global workforce.

41 (Gase study 1. Care Workers

The world’s population is both ageing and becoming wealthier, and these two factors contribute to
the increasing demand for more care givers. A common theme across our consultations (particularly
mentioned by those in-country and a number of RTOs) is the need for early childcare and aged care
skills, and Australia’s strengths in providing this training. Research has shown that there is a need for
training workers at multiple skills levels such as:

Managers for
aged care and

Nurses and

Personal care Child care health care

assistants

child care
services

workers workers

The case for industry demand for these occupations is described below.
Aged care

Data from World Population Prospects show that population ageing is taking place in most countries
regardless of their degree of development — the number of older people in the world is increasing and
is projected to grow by more than 50 per cent between 2015 and 2030 (United Nations, 2015).

The Department of Employment’s labour market research into personal care workers in Australia
indicates that the personal care workforce is large and employment growth is strong as Australia's
population ages and services continue to become more accessible. Interestingly, most employers in
the aged care sector in Australia indicate that they require workers who hold a Certificate Ill in aged
care or community care (Department of Employment, 2014).

Figure 6 outlines the average old-age dependency ratio by the regions of interest for this study, over
the period 2015-35." Over the next 20 years, the average old-age dependency ratio is projected to have
the fastest growth in the Asia Pacific countries of interest, followed by Latin America and South Asia.

While the old-age dependency ratio for Australians is currently relatively high compared to the regional
averages for the other countries of interest, it is projected to rise more modestly over the next 30 years.
This means that the countries of interest in the Latin America and Asia Pacific regions are expected to
have a similar average old-age dependency ratio as Australia by 2035.

' The old-age dependency ratio is the percentage of old population (aged 65 years and over) divided by the percentage of the
working age population (aged 15-64 years).
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Figure 6: Average regional old-age dependency ratio by countries of interest
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Middile East

= = = Australia Asia pacific Latin America

Sources: World Population Prospects, the 2015 Revision (United Nations, 2015), KPMG estimates
Note: The old-age dependency ratio is the percentage of old population (aged 65 years and over) divided by the percentage of
the working age population (aged 15-64 years)

Of the studied regions, the old-age dependency ratio in China, Singapore and Thailand is expected to
grow faster than other countries in Asia Pacific. China’s education system is not producing enough
relevant skilled workers to meet the growing need for aged care workers with the population of
elderly estimated at over 200 million. This will continue to be a challenge as China’s old-age
dependency ratio is projected to increase from 14 elderly per 100 working-age population to 27 per
100 working-age population by 2030 (UN, 2016). Similarly, India has a vast population and is projected
to have an increasing ratio of elderly from 10 per 100 in 2015 to 14 per 100 in 2050.

The increasing old-age dependency ratio indicates that the working population in these countries will
face a greater burden to support their older population, and will likely need more workers in areas
such as health and aged-care. Roles in demand will include professions such as doctors, facility
managers, nurses, physical therapists, and also low-skilled roles such as bedside assistants.
According to the PRC Ministry of Civil Affairs, the current supply of low-skill caregivers will not meet
10 per cent of demand, and a caregiver in Beijing earns four times more than a university graduate
(ADB, 2015).

The average old-age dependency ratio in the Middle East is lower than other areas, ranging from 5 to
13 persons per 100 working-age population over the period 2015-35. However, the old-age
dependency ratios are projected to increase across all regions, indicating that greater aged care
services will be needed across all regions, albeit to varying degrees.

The need for aged-care services and better training was also a theme echoed across many of the
stakeholder consultations. Australia’s relatively high quality of services and good reputation for
delivering training was repeated as an opportunity to provide quality aged care training in emerging
economies. However, it was commented that Australian providers both in Australia and abroad need
to be careful in their structuring of their courses. There is a growing concern that some courses are
being delivered through more hours of “homework”, such as learning about effective manual
handling via YouTube at the expense of face-to-face teaching.

A key constraint to providing this training overseas was identified as access to facilities to conduct
training, such as training beds and practice dummies. Also, the availability of specialised equipment
and medical equipment needs to be considered for some aspects of training. A further consideration
for all providers is the differences in culture — for example, some countries have strict caste systems
while some countries may be more naturally caring. Education providers must be cognisant of any
cultural differences so that courses can be designed or delivered in the best way for the country in
question.
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Child care

The need for care workers will also likely extend to care of the younger and disabled population. In
contrast to the aged-care drivers, a significant driver for these care workers is the changing nature of
the emerging economies.

Figure 7 outlines the average child dependency ratio by major area over the period 2015-35.
According to data from World Population Prospects, the 2015 Revision (United Nations, 2015), over
the next 20 years the average child dependency ratio in all regions is expected to fall steadily. In 2015,
countries in South Asia will experience a higher average child dependency ratio compared to other
areas in the world, accounting for 46 children for every 100 (working-age) people and is expected to
drop to 34 children for every 100 (working-age) people in 2035. A higher child dependency ratio in
South East Asia implies that a higher social support in child-care and schooling is likely to be required
in this area. In 2015, the child dependency ratios in Australia and China were lower than the average
ratio in other areas, accounting for around 28 and 23 children for every 100 (working-age) people
respectively, and are expected to remain at these levels for both countries over the next 20 years.

Figure 7: Average child dependency ratio by Regions/Countries of interest
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Sources: World Population Prospects, the 2015 Revision (United Nations, 2015), KPMG Estimates
Note: The child dependency ratio is the percentage of children (aged 0-14 years old) divided by the percentage of the working
age population (aged 15-64 years)

The Department of Employment’s latest report into Child Care occupations in Australia indicates that,
while child care workers were in national shortage almost consistently over the decade to 2013, there
has been a marked easing in the labour market for child care occupations over recent years and
widespread shortages have abated (Department of Employment, 2015). Similarly, shortages of child
care centre managers occurred continuously between 1996 and 2011, but the latest research does
not indicate that there are significant recruitment problems (Department of Employment, 2015).

The need for child-care services and better training across the globe was also a theme echoed in
many of the stakeholder consultations. A key driver of this is the growing incomes of populations, and
increase in the size of the middle class in many economies. These households are increasingly
seeking better quality of early childhood care to promote the best upbringing for their families.
Additionally, cultural shifts are seeing more women enter the workforce who would otherwise raise
families, further driving demand for childhood care.

In summary, demographic and economic shifts are seeing new demand for aged care and child care
services. Many of these services require skill sets that are new to emerging economies, so the
demand for up-skilling care workers is expected to increase in both the short and medium term. Data
reviewed in this research have been incorporated into the key findings in section 2. Australia’s well
established practices for care workers present an opportunity for offering training to emerging
economies.
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4.2 (ase study 2: Technology and changes to Skill nesds

The analysis in this report has aimed to identify the current skills needs in a number of selected
economies, and anticipate some future trends. Technology has a major role to play, both as emerging
economies ‘catch-up’ to processes and techniques that advanced economies use, and for current jobs
and tasks that will be ‘re-invented’ globally.

The World Development Report 2016 focuses on technological change, economic development, and
how jobs will change in the future. Advances in artificial intelligence, falling ICT prices, and greater
internet access all highlight the potential that technological change has to alter skill needs in the
workforce (World Bank, 2016a). This change may either replace labour, augment labour, do some
combination of both, or leave labour unchanged.

Cognitive, non- Researchers

routine tasks Teachers
Managers

Augment labour gy 2

Cognitive, routine Bookkeepers
- Proofreaders

Clerks
Replace labour
Manual. routine Machine operators

iaE Cashiers
Typists

No change to Manual, non- Cleaners

Hairdressers

labour routine tasks
Street vendors

Cognitive tasks include analytical skills and also often require high socio-emotional skills, while manual
tasks typically require more physical activity. Routine tasks involve repetitive actions or processes
while non-routine tasks are variable and require adaptation to achieve their outcome.

Occupations that are augmented by technology, and have limited possibility of automation, will
benefit the most from technological progress — such as researchers, teachers and managers. Training
for these occupations can deliver long term benefits, but will need to adapt to changing technology,
and also develop a high level of 'soft skills’ (see Case Study 4).

Routine tasks are the most susceptible to automation and are expected to have major impacts in
emerging economies that receive new technology, or as new frontier technologies are developed.
Potential job losses include bookkeepers, machine operators and cashiers.

The list below includes occupations with a high probability of automation and a low level of ICT
intensity. This suggests that although there might be short to medium term opportunities in emerging
economies, demand may weaken in the long term.

e Agricultural workers e Drivers

e Subsistence farmers e Transport and storage labourers
e Cooks e (leaners

o Metal-processing operators e Garment workers

e Food processors e Protective services workers

Some occupations are relatively limited by the impact of technology, such as cleaners and
hairdressers. This is because they involve non-routine tasks that cannot be easily automated.
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At the industry level, the World Bank (2016a) estimates that retail and wholesale trade, transport, and
insurance and banking are the most amenable to digital technology, meaning that education or
training directed there should keep mindful of changes to the industry. The least amendable industry
is construction, suggesting that training in this sector could remain relevant for longer (World Banks,
2016, p251).

Figure 8: Expected labour market disruption and quality-adjusted years of education
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Note: Labour market disruption weighs job automation probability and ICT intensity. Adaptability weighs years and quality of
education. Countries analysed are not exhaustive and only countries in the scope of this report have been labelled.

Factoring in the expected labour market disruption from automation, and the adaptability of the
education system, the World Bank (2016a) analyses potential technological impacts across countries.

e There is a clear positive trend for advanced economies, as these economies with more labour
market disrupting technology typically have better educational institutions that can adapt.

e Conversely, emerging economies that have less access to technology often have a less
developed education framework.

e Latin American countries — Chile and Mexico — have a moderate level of expected market
disruption but limited adaptability of education, suggesting that there is potential for importing
education and training to better adapt with new technology.

e [ndia sits slightly below the trend line, indicating that the education system will be challenged to
adapt to skills needs from new technology — which will have a significant impact given India’s
population of over 1.2 billion.

In summary, while the future is difficult to predict, we can anticipate some of the impacts that
technology will have across industries and occupations by examining existing ICT intensity and
industry structures, and identifying whether tasks are cognitive, manual, routine or not. These impacts
have been considered in KPMG's key findings on page 5.

Providing education and training that meets skills needs and complements changes in technology can
assist economies to reach the high-skill equilibrium discussed in the conceptual framework, with
productive outcomes for the economy.
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4.3 0ase study 3. Tourism

Over the last decade, the tourism industry has grown rapidly across the world. Figure 9 outlines the
trend in the average number of tourists by the regions/countries of interest for this study over the
period 2005-14.

Figure 9: Average number of tourists (million) by major area
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According to data from World Bank and Yearbook of Tourism Statistics, countries of interest in the
Asia Pacific will play a major role as tourist destinations in the world. China, Malaysia and Thailand had
the highest number of international visitors in 2014 compared to the other countries of interest
examined in the Asia Pacific region. Tourism has generated large foreign exchange revenues and also
contributed to the socio-economic development of these countries. In addition, the average number
of international tourists visiting the Asia Pacific countries of interest has grown at an average annual
rate of five per cent over the last 10 years.

e The countries of interest in the Middle East region experienced significant growth in the number
of overseas visitors compared to other regions. For instance, since 2005, the numbers of visitors
in Saudi Arabia and United Arab Emirates have grown at average annual rates of 11 and 12 per
cent respectively. This indicates that the tourism industry in the Middle East likely needs
employees to not only meet the current need, but to also maintain growth into the future.

e Tourism in the Latin American countries-of-interest was also strong. In particular, since 2004,
Mexico has welcomed over 20 million international tourists each year, reaching 30 million in 2014.
In contrast Brazil, Peru, Colombia and Chile attracted less than 15 million total annual visitors
between all of them, over the same period.

e |n 2014, Australia welcomed around 6.8 million tourists, an increase of about eight per cent from
2013. There are a number of different factors that influence the performance of the Australian
tourism industry. Among others, exchange rates, airfares and domestic discretionary income are
the main drivers of the growth of the Australian tourism industry, according to 2015 forecasts by
Tourism Research Australia.

e |ndia had the highest number of overseas visitors among the countries of interest in South Asia, in
2014. In that year, visitor numbers reached around 7.6 million, an increase of about 10 per cent
from 2013.

Figure 10 shows the levels and recent changes in the number of international tourists by most visited
countries — China, Malaysia, Mexico and Saudi Arabia — in the countries of interest for the period
2005-14.
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Figure 10: Countries with the highest number of tourists (million)
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e |n 2014, China welcomed the highest number of international tourists amongst the countries of
interest in this study, accounting for around 56 million. However, the total number of overseas
visitors to China has declined slightly after 2012.

e Within the Asia Pacific region, Malaysia was ranked high in terms of the total number of
international tourists as well as growth in the travel and tourism industry. In 2014, Malaysia
welcomed around 27 million tourists, an increase of about 12 per cent from 2010. The main
drivers of growth in Malaysia's tourism industry are infrastructure investments and government
expenditures on tourism promotion (Giap, et al., 2016).

e Mexico's tourism industry was ranked first in terms of the number of international tourist arrivals
amongst the Latin American countries-of-interest in this study. According to recent research, the
sector represents nearly 6.8 per cent of GDP in Mexico, reflecting the economic activities
generated by restaurant and hotels industries as well as airlines and other transportation services
industries (World Travel & Tourism Council, 2015). The sector has been growing at an annual
average rate of 3.5 per cent since 2005. The increased promotional efforts by SECTUR and the
Tourism Promotional Board in Mexico has been one of the main drivers of growth in the Mexico
tourism sector.

o Qver the past few years, Saudi Arabia has endeavoured to diversify its economy, with an
emphasis on services such as tourism. The Saudi Arabian tourism industry welcomed more than
18 million international tourists/pilgrims visiting Makkah and Madinah in 2014, contributing nearly
2.7 per cent to the total GDP (Jeddah Chamber, 2016). The sector has been growing at an annual
average rate of 11 per cent since 2005. To maintain the high growth rate in future, the Saudi
government has invested in infrastructure projects and organised training programs for employees
in tourism organisations to meet both the skilled workers and infrastructure demand of the future.

These trends show the importance of tourism and related industries and highlight the up-skilling that
will be required as nations attract more tourists, and want to improve the experiences of visitors.

Occupations that will require up-skilling include:

Gallery, Cooks and food

museum and
tour guides

Commercial
cleaners

Wiaiters and
bartenders

Tourism and

preparation

travel advisors :
assistants

There is widespread agreement that skill development for employees of tourism organisations - such
as cultural establishments, museums and art galleries, restaurants and bars - play an important role in
the development of the tourism industry in each country. In the increasingly competitive environment
of today’s tourism sector, countries seeking to maintain or improve their position in the tourism
industry will continue to develop a skilled tourism-related workforce.
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4.4 (ase study 4. Soft SKillS

Research of skills-gap literature and consultation with stakeholders has repeatedly identified that ‘soft
skills" are in demand by employers globally, and that Australia has a strong reputation for developing
these qualities through our education and training system. Hence, consideration of soft skills should
be considered as an important element in the design of courses that need to meet international up-
skilling requirements.

What are they?

Developing ‘soft skills’ is an essential part of improving human capital in an economy’s labour force.
Also known as ‘generic skills’, they refer to traits and qualities of employees that do not explicitly
relate to or describe the task or occupation they perform. These skills complement technical,
vocational and academic skills (Lippman et al., 2015). There are several broad and varied definitions of
soft skills, but Lippman et al. (2015) summarise them concisely in the list below.

Social Skills

Communication Self-control

Higher-order Positive self-
thinking skills conception

Why do they matter?

Soft skills are becoming increasingly important not just for advanced nations, but for all economies as
technology and globalisation change the skills that workers need. A survey by Manpower in 2018
indicates that more than half (56%) of employers across the world indicate that their most valued
human strengths are communication skills (written and verbal), followed by collaboration and problem-
solving.?

When understanding the skills gaps in an economy or industry, there can potentially be availability of
labour with technical or core skills to perform the task, but not the softs skills to apply them
effectively and be useful in an organisational or applied context.

Research by Autor and Price (2013) distinguishes tasks — a unit of work that produces output — from
skills — the worker's stock of capabilities to perform tasks, and present a historical trend to identify the
path of skill needs of an advanced economy. Figure 11 shows that non-routine analytical and
interpersonal tasks heavily outweigh routine and manual tasks due to automation of processes,
access to computers, and off-shoring jobs. This highlights the importance of soft skills, and that
emerging economies need to teach more than core skills in order to develop their workforce and
improve labour productivity.

2 Skills Revolution 2.0: Robots Need Not Apply, ManpowerGroup, 2018
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Figure 11 Worker tasks in the US economy (1960-2009)
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Furthermore, routine cognitive and routine manual tasks are the most likely to be automated as
technology advances (see Case Study 2). This emphasises the importance of improving soft skills, not
just for addressing current skills gaps in emerging economies, but also for maintaining relevance as
the economy develops and labour skill demands change.

What can Australian RTOs do?

Educational institutions at all levels have an important role to play in not only developing literacy,
numeracy, ICT and native and foreign language skills — but also encouraging soft skill development
(Development Economics, 2015). However, the context of the local culture and business norms is
critically important when addressing soft skills. The pivotal study by Hofstede et al. (1991) matches
organisational design and summarises multiple factors that need to be considered. Stakeholders
interviewed by KPMG noted that soft skills cannot be ‘forced’ into a unique cultural setting, but need
consideration of cultural organisational factors such as power distance, collectivism vs individualism
(whether the person or group is the primary entity), gender roles, and uncertainty avoidance (society’s
tolerance for uncertainty).

At the industry and occupational level, roles that require communicating complex ideas, customer
service, and critical thinking will increasingly demand greater soft skills. Service industries particularly,
such as those listed below, will need to develop these traits in students and workers who receive
training.

High demand for soft
skills are needed in: Aged Care

Tourism Child care Retail

International stakeholders noted that graduates from the Australian education and training system are
well developed in soft skills. While this is a culmination of the economic and cultural position,
identifying ways that these skills can flow to other foreign labour markets can benefit these
economies significantly. One channel through which Australian distinguishes itself in this regard,
according to stakeholders, is the robust English language training support provided alongside skill
development.

In summary, identifying ways that soft skills can be transferred through international education
presents an important complement to core skills, and will benefit both business and workers.
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45 (ase study o: Industry 40

Industry 4.0, or the Fourth Industrial Revolution, is a major industrial transformation that will drastically
alter the way businesses operate in the globalised environment. In essence, Industry 4.0 refers to the
next phase of ‘digitisation” in industry® driven by big data, computational power, and artificial
intelligence, amongst others.

The Department of Industry, Innovation and Science refers to Industry 4.0 as the current trends of:
e Advanced automation and robotics;

e Machine-to-machine and human-to-machine communication;

e Artificial intelligence and machine learning; and

e Sensor technology and data analytics.

The four key drivers enabling these trends are:

—_

Rising data volumes, computational power and connectivity

Emerging analytics and business-intelligence capabilities

3. New forms of human-machine interaction, such as touch interfaces, augmented and virtual reality
systems

4. Improvements in transferring digital instructions to the physical world, such as robotics and 3D

printing

N

Figure 12 below depicts the transformation from the First to the Fourth Industrial Revolution

Figure 12 Industrial Revolutions — innovation across industries
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Source: Adapted from Schwab, K. (2017) The Fourth Indsustrial Revolution

The adoption and deployment of Industry 4.0 in Australia and globally has the potential to boost
productivity across industry groups in emerging and advanced economies. A report by Nokia Bell Lab
researchers*, which analysed the potential impact on productivity of the fourth industrial revolution,
found that emerging digital technologies in energy, transport, health and communication has the
potential to significantly boost productivity by the late 2020s.

Figure 13 below illustrates the ‘jump’ in productivity occurring around 2028-2030 when projected
diffusion of such technologies in the relevant industries surpasses 51 per cent.® Similarly, a World
Economic Forum (WEF) White Paper® - in collaboration with McKinsey & Company - on the next
economic growth engine postulate that after a decade of stagnated productivity, Industry 4.0 is
expected to create up to $3.7 trillion in value by 2025. Technologies such as advanced robotics, the
Internet of Things, and additive manufacturing are already helping to generate net productivity
increases.

8 Industry 4.0 will affect all industries although the most significant impact is likely to be on the Manufacturing sector.

4 Will Productivity Growth Return in the New Digital Era? An analysis of the potential impact on productivity of the fourth
industrial revolution (Saniee et al. 2017).

® Whilst this study is based on the U.S. economy, the authors note that similar productivity gains are anticipated in India, China
and other nations.

8 World Economic Forum (2018). The Next Economic Growth Engine — Scaling Fourth Industrial Revolution Technologies in
Production.
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Figure 13 Projected diffusion of key enabling digital infrastructure network technologies
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To support this growth, it is envisaged that the adoption and deployment of Industry 4.0 will lead to a
significant demand for skills associated with such technologies. The growing utilisation of digitisation,
connectivity, and analytics (‘smart’ systems) will increase the demand for employees with
competencies in such areas. This will require, not just industry-specific skills, but also additional
competencies embedded in ‘smart’ systems and processes, for example. The World Economic
Forum’s Future of Jobs report (2016), details that disruptive changes to business models, as a result
of the current transition to Industry 4.0, will have profound implications on the employment landscape
over the coming years, and that talent shortages are expected to get worse over the next five years. ’

Whilst Industry 4.0 will primarily have the largest impact on the Manufacturing industry, it is
extremely likely that all other industries such as Construction, Transportation and Logistics, Retail and
Wholesale, Food and Beverage, and Agriculture will also be ‘disrupted’ as a result of the key drivers
underlying these trends. The Construction industry is a good example of how Industry 4.0 will
transform the entire industry with technologies including building information modelling,
prefabrication, robotic equipment, and 3D printing. The Energy industry is another good example with
‘smart’ grids and real-time data key elements of future energy systems design. These are not
standalone examples, even stakeholders in traditional "“soft-skill” industries such as care providers,
also indicate that workers will need to be IT literate — with robotics and technology already assisting
with care provision (such as medication administration, physical care and record keeping).

Early adopters of Industry 4.0 are already visible among organisations in the United States, Europe,
and Asia. Countries like Germany are investing heavily to incorporate Industry 4.0 and they will be
well-placed to meet the opportunities and challenges that Industry 4.0 will present going forward.
Australia has to be prepared to meet the changing profile of the workforce and deliver relevant
training both onshore and offshore to meet these future industry needs. Through consultations and
research, it is clear that Industry 4.0 is on the radar and agenda of a number of the selected
economies. As the skills and competencies needed to thrive are redefined, there will be a growing
demand for skilled labour with the know-how of operating in the Fourth Industrial Revolution, and
consequently a demand for delivery of training the modern workforce.

7 World Economic Forum (2016). The Future of Jobs — Employment, Skills and Workforce Strategy for the Fourth Industrial
Revolution.
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0. Regional Analysis

This section breaks down the analysis by region/country of interest. In particular, this section provides
detailed analysis of each country of interest, in terms of the economic structure and trends, and
potential skills gaps.

o background

The countries selected are emerging economies, which are each at various stages of economic
development and present different needs for human capital development.

\, _\ * ﬂ";). , Asia Pacific
» ‘\ ,-r",'
€ South \3 .

Asia
Latin
America

Australia

[ .

Note that South Asia is typically considered part of Asia Pacific, but is examined separately in this report.
The regional analysis does not include all countries, but only those identified in the scope.

As discussed in the scope, the regions/countries of interest examined in this analysis are:

The Latin American countries of Brazil, Peru, Mexico and Colombia

The Middle Eastern countries of Egypt, Saudi Arabia and United Arab Emirates

The South East Asian countries of India, Bangladesh, Sri Lanka, and Pakistan

The Asia Pacific countries of China, Thailand, Korea, Indonesia, Malaysia, Singapore, Vietnam, and
Solomon Islands.

e Australia is provided as a reference point, to identify comparisons between economic structures
and understand how Australia is positioned to export VET to the countries of interest.

Each country is analysed by considering economic data, desktop research on countries/industries,
meta-analysis of existing skill-gap research, and information from stakeholder consultations. These
four types of research are now discussed in turn.
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h11  Data(economic and employment backdrop)

Several data sources are used in this analysis in reference to drivers for the demand and supply of
skilled labour presented in the conceptual framework for skills-gap analysis (see Figure 1 on page 3).

The analysis considers labour productivity across regions, to provide a macro perspective on potential
aggregate skills needs and a comparison between emerging economies and Australia as an advanced
economy. Low labour productivity can suggest a low-skill equilibrium, where wages remain low and
dis-incentivise up-skilling. Where available, data from the World Bank Enterprise Survey on skills gaps
as a major constraint are provided across regions. The firm’s perspective on skills gaps between
manufacturing/service, exporting/non-exporting, and domestic/foreign owned businesses are
presented. This data makes an explicit connection to a skills shortage as identified in the conceptual
framework, as firms are wanting more skilled labour but the supply is not available.

For each country, several sets of employment data support the analysis. Employment by sector
shows the size of each industry’s labour force, and shows any trends in decline or growth. Data on
occupations shows the mix of occupations that make up the labour force.

Data on informal employment across sectors is estimated by the International Labour Organization
and provides an important insight into skill needs. Economy sectors with significant informal
employment typically have poor employee protection, low productivity, and poor linkages with the
formal sector (OECD, 2009). Transactions occurring in the informal economy are not tracked, which
creates additional challenges for monetary policy and monitoring inflation (Maddah & Sobhani, 2014).
Additionally, they do not pay taxes, so governments have a further incentive to address formalised
economic activity. Depending on the demand for skilled labour, informal employment can imply either
a skill gap, or low-skill equilibrium for that sector within the economy.

Several data sources are used, but care has been taken to apply a consistent analysis between
countries. Page 108 in the appendix contains industry and occupation classifications of data used.

012 Deskiopressarch

Desktop research (an environmental scan) was also undertaken, with a focus on the countries and
sectors of interest. This research was used to identify industries that have been highlighted in the
different regions by recent media, business or government articles. This information was used to
further inform the strength of demand identified in the regional analysis and in the key findings table
(see Table 1 on page 5).

013 Meta-analysis (examples of kil Shortages)

The meta-analysis has considered existing studies that identify skills gaps and opportunities for
Vocational Education and Training (VET). A significant amount of research has been done in this
space, however it varies between countries and sectors. Organisations that have conducted
researched include the World Bank, the Organisation for Economic Cooperation and Development,
Siam Commercial Bank, World Trade Organisation, and many academic institutions. Several methods
have been used, including surveys, interviews, literature reviews, econometric modelling and other
data analytic tools.

The meta-analysis does not present an exhaustive or conclusive identification of skills gaps — but
highlights areas that have been identified as important by various institutions. As the type of
information report varies, they have been applied according to the conceptual framework presented
on page 3 and weighed against other sources to inform the key findings.
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014 Stakeholder consultations

KPMG has interviewed a range of stakeholders across government, training organisations and
industry to develop an enhanced view of where skills needs are in each country, and how Australian
education providers might be positioned to address them. Each country summarises observations
from stakeholders with some form of exposure to that economy’s labour force.

e Training stakeholder organisations primarily include RTOs that have experience in delivering
international education off-shore in the countries of interest.

e Government stakeholders have included internationally posted staff from the Australian
government, experts in the Australian Qualification Framework (AQF), experts in VET in Australia
and abroad, and others.

e |ndustry stakeholder consultations have included peak bodies that represent business or industry
sectors, and businesses with international engagement — either through foreign direct investment
or supply chain management. Page 107 in the appendix presents a summary of the consultation
methodology.

0.2 ASlaPaclic
[Australia, China, Indonesia, Malaysia, Singapore,
SouthKorea, Vietnam, Thailand, Solomonlsiands)

The analysis into the Asia Pacific region has included Australia, China, Indonesia, Malaysia, Singapore,
Korea, Vietnam, Thailand and Solomon Islands. Note that while India, Pakistan, Bangladesh and Sri
Lanka are part of the Asia Pacific region, they are addressed separately as South Asia in section 5.2.

Analysis on Australia is provided for two purposes. The first is to identify strengths in Australian
industries - to signal our expertise in supporting the development of quality and targeted education.
The second is to provide a benchmark for the skill gap analysis across the countries of interest. As an
advanced economy, Australia has a high level of economic development, access to technology and
capital, and high labour productivity. The economic factors provide a guide for how up-skilling can
enhance labour productivity and economic growth (as discussed in the conceptual framework in
Section 1.2).

021 KeyThemesinthe Region

The countries studied in Asia Pacific have presented a range of themes, with no single trends that fit
all economies. Some countries, such as Singapore and Korea, are relatively more developed, and any
development of training products for these markets will need to strongly consider the existing
qualification frameworks. Additionally, any training products should clearly target specific skills needs,
as the skill needs in these economies are unlikely to be as broad as those identified in less developed
economies.

Agriculture is a major employer in many parts of the region, with notable exceptions in Singapore and
Korea — largely due to limited land for cultivating. Many parts of the Asia Pacific region have been
building a variety of manufacturing industries. Low exchange rates and increasing openness to trade
have made countries become important links in global supply chains. In addition to raising the quality
of products that are produced, global value chains also require more skills in transport and logistics
industries, which represent an important skill need to complement other sectors of the economy.

One common trend in the region is an increasing need to provide better services to citizens, including
social, health, aged care and child care. A combination of demographics and rising incomes highlight
this need for better services, and will require up-skilling of the labour force to deliver.
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Figure 14: Projected share of middle class by region
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Middle class is defined as households with daily expenditure between US$10 and US$100 in purchasing power parity terms.
28% of the world's middle class was living in the Asia Pacific in 2009, the projections estimate

that this share will increase to 66% in 2030.

Figure 14 estimates that by 2030, the majority of the world's middle class population will live in the
Asia Pacific region. The associated growth in household wealth further emphasises the need for
better quality products, and higher standards of social services mentioned earlier. As discretionary
incomes rise, demand for tourism goods and services will increase in the region, creating a need for
up-skilling in sectors such as food and beverage, hotel services, and arts and recreational services.

Looking at the current state of labour markets in the region, firms’ perspectives of skill gaps varies
significantly across the Asia Pacific region as shown in Figure 15. A high percentage of businesses in
the Solomon Islands identified gaps in labour force education, particularly for manufacturing firms (at
34 per cent) and foreign owned firms (at 44 per cent). Moderate skills needs are reported by
businesses from Vietnam, Malaysia, Indonesia and Korea. Interestingly, very few businesses in China
and Thailand reported education of the labour force as a major constraint.

Figure 15 Per cent of Asia Pacific firms identifying an inadequately educated workforce as a major
constraint
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Firms' perspectives are not the only indication of skills gaps and needs for improving education and
training. Figure 16 shows the labour productivity across the region, measured as USD of GDP output
per worker. Note that while few firms in China reported skills gaps as a constraint in China, labour
productivity in China is only USD $23,073, compared to USD $72,681 in Korea and USD $99,716 in
Australia. Two key effects may cause this are: need for more investment and capital, and a low skill
equilibrium in many sectors of the labour market, due to low demand and low supply of skilled labour
(described in section 1.2). Similarly, relatively few businesses in Thailand and Vietnam reported skills
gaps but are in low labour productivity economies. Strategies for these economies are likely to need a
combination of better access to finances and improvement in human capital through up-skilling.

Figure 16 Labour productivity per person employed in 2015 US$ (converted to 2015 price level with
updated 2011 PPPs)
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Both Australian government stakeholders and training stakeholders discussed the fact that the
challenge in many Asia Pacific countries of promoting VET to students and parents when pursuing
university education has greater prestige attached. This trend was also discussed in South Asia,
further highlighting the need to develop strategies to address this. The problem can relate in-part to a
low skill equilibrium in the economy, where firms are not willing to pay higher wages in some
industries, hence the incentive to study and train for them is limited (and the prestige is low). Training
stakeholders have noted the effect that strong government to government relations can have.
Government endorsement of a program or initiative in many Asian economies provides significant
value to a product, and can motivate action by industry and the community.
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0.2 Australia

Having a US$1.2 trillion mixed market economy measured by GDP (PPP) as of 2017, Australia has
experienced controlled inflation, low unemployment and public debt and continuous growth in the
past two decades. A reduction in international prices for Australian key export commodities, along
with a drop in the demand for Australian resources from China (Australia’s biggest export destination),
means that the Australian economy is facing slower growth in 2018. KPMG Economics forecasts real
GDP growth for the Australian economy to be about 2.8% for FY2018 and 2.9% for FY2019.

5.2.2.1 Economic and employment backdrop

The services sector is a significant part of the Australian economy, representing more than

70 per cent of GDP and 75 per cent of Australian jobs in 2016. This sector provides a range of
services including but not limited to banking, insurance, travel and telecommunications. In
comparison, the industrial and agriculture sectors represented around 26 per cent and 4 per cent of
Australia’s total GDP respectively.

Figure 17: Australia’s Economy and Industry

Economic data

US51.235 trillion (2017 est.)
US51.209 trillion (2016 est.)
US51.179 trillion (2015 est.)

Gross Domestic Product (PPP)

Agriculture: 3.6%
GDP composition by sector (2017 est.) | Industry: 26.1%
Services: 70.3%
2.2% (2017 est.)
GDP growth 2.5% (2016 est.)
2.4% (2015 est.)
GDP per capita U5549,900 (2017 est.)
Education expenditure 5.2% of GDP (2014)
Ease of doing business 10(2014)
Major agricultural products wheat, barley, sugarcane, fruits; cattle, sheep, poultry
Industries mining, industrial and transpartation equipment, food processing, chemicals, steel
Major export partners China 33.5%, lapan 14.6%, South Korea 6.6%, India 5.0%, Hong Kong 4.0% (2017)
Major exports iron ore, coal, gold, natural gas, beef, aluminium ores and conc®, wheat, meat {excluding beef), wool, alumina, alcohol
Major import partners China 22.9%, US 10.8%, lapan 7.5%, Thailand 5.1%, Germany 4.9%, South Korea 4.5% (2017)
motor vehicles, refined petroleum, telecommunication equipment and parts; crude petroleum, medicaments, goods
Major imports
vehicles, gold, computers
Country Profile Sources:
C1A World Factbook, , availabile st it fwees ciagouf|Bxary/publication: the-veneld-fac gensfar htmi, accesied on 07 Jenuary 2019
OECD, Warld Indicaters of Skills for £ ¥ {WISE] I P/ fstats. oecd Indes.aspxMveryld=627758, sccessed on 21 August 2018,
ILOSTAT Database, Country Data, lable at hitp://wwew. lo.org/ lostatfacey/help_| fdata_bry_country?_adf.curl-statesy f_4&_afrioop accessad on 21 August 2016
*aluminium ores and conoentrates |Bauxme),

Australia is a major exporter of natural resources, energy and food commodities including coal, iron
ore, gold, meat, wool, alumina, wheat, machinery and transport equipment to Asian countries and U.S

Trade and other market services (part of the broader services sector) is the highest employing sector
in Australia, accounting for over 40 per cent of Australia’s total workforce over the past two decades.
This sector employed over 5.4 million employees in 2017.

The public and other social services sector has maintained its place as the second highest employer in
the country, accounting for approximately 30 per cent of total workforce over the past decade.
Overall, this sector employed nearly 4.1 million employees in 2017.

Both the trade and other market services and public and other social services registered growth in
employment in the past two decades. These sectors grew at an average annualised growth rate of
1.9 per cent and 2.9 per cent respectively, between 1998 and 2015. Employment in the agriculture
and manufacturing sectors has either decreased or remained constant since 1998.
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Figure 18 Employment by Sector (1998 — 2014) Figure 19 Labour force by occupation (2003 — 2007)
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ILO occupation data is limited to the years 2003 to 2007, showing a slight decrease in the labour force
share of elementary occupations as well as plant and machine operators, and a small increase in the
share of managers, professionals and technicians occupations.

5.2.2.2 Examples of skills shortages

Even with a very low aggregate unemployment rate, competition for professional positions in
Australia has remained strong over the past few years. Australian employers have been facing hiring
difficulties for suitably skilled employees.

In the context of skill shortages in Australia, the Department of Employment (2016) identified skill
shortages in over one-third of the occupations that they assessed in 2015-16. These occupations are
listed in the table below.

Interestingly, of the 25 occupation categories identified as having national skill shortages in 2015-16,
22 were technician and trade occupations, with the remaining three in the professionals category.

Table 3: Occupations experiencing skill shortages, 2015-16

Technicians and Trades Professionals

1. Chef 9. Locksmith 17. Fibrous Plasterer 1. Audiologist
2. Cabinetmaker 10. Metal Machinist 18. Glazier 2. Optometrist
3. Arborist 11. Motor Mechanics 19. Hairdresser 3. Sonographer
4. Automotive Electrician 12. Painting Trades Worker 20. Stonemason
5. Bricklayer 13. Panel beater 21. Vehicle Painter
6. Butcher or Smallgoods Maker 14. Roof Tiler 22. Wall and Floor Tiler
7. Airconditioning and Refrigeration 15. Sheet metal Trades

Mechanic Worker
8.  Civil Engineering Draftspersons 16. Solid Plasterer

and Technicians

Source: Department of Jobs and Small Business, Skill Shortage Ratings

A similar pattern was again observed in 2016-17. However, the number and mix of occupations with
skill shortages have changed somewhat.
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Table 4: Occupations experiencing skill shortages, 2016-17
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Technicians and Trades Professionals
1. Cabinetmaker 12. Roof Tiler 22. Fitter 1. Audiologist
2. Arborist 13. Sheet metal Trades Worker 23. Carpenters and Joiners 2. Optometrist
3. Automotive Electrician 14. Fibrous Plasterer 24. Plumbers 3. Architect
4.  Bricklayer 15. Glazier 25. Welder 4.  Surveyor
5. Butcher or Smallgoods 16. Hairdresser 26. Telecommunications 5. Veterinarian
Maker 17. Stonemason Trades Workers
6. Airconditioning and 18. Vehicle Painter 27. Baker
Refrigeration Mechanic 19. Wall and Floor Tiler 28. Pastry cook
7. Locksmith 20. Aircraft Maintenance Engineer ~ 29. Metal Fabricator
8. Metal Machinist (Avionics) 30. Construction Estimator
9.  Motor Mechanics 20. Aircraft Maintenance Engineer ~ 29. Metal Fabricator
10. Painting Trades Worker (Mechanical)
11. Panel beater

Source: Department of Jobs and Small Business, Skill Shortage Ratings

The Department of Employment’s Survey of Employers who have Recently Advertised (SERA) also
identified the average number of applicants, vacancies filled and suitable applicants per vacancy by
selected occupation clusters in 2015-16. As is evident from the figure below, a large number of
engineers and accountants are competing for vacancies in the Australian job market, while there are
only a few applicants competing for other vacancies in areas such as construction trade, automotive
trade and health. The research also shows that while around 70 per cent of all vacancies were filled in
2015-16, the number of suitable applicants for each skilled vacancy remains very low — with only
around two suitable applicants per vacancy.

Findings from the Department’s SERA survey also reveals that a lack of experience and/or
employability skill factors (such as communication skills, teamwork, reliability or English proficiency)
are given as the major reasons as to why so few applicants were considered to be ‘suitable’. In this
context, Healy, Mavromaras, and Sloane (2015) note that a high demand for specific skills in a large
number of vacancies in Australia is the most important cause of skill shortages.

Figure 20: Average number of applicants, vacancies filled and suitable applicants per vacancy, 2015-16
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Looking forward, the Department of Education (2016) expects future employment growth for both
technician and trade workers and professionals to be strong, up by 5.5 per cent and 14.5 per cent
respectively over the five years to November 2020. Higher levels of education are expected to help
boost the supply of professionals. In contrast, technicians and trade occupations are expected to
continue to face recruitment challenges with low levels of apprentice and trainee completions.

KPMG | 36
© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative

("KPMG International ), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.
Liability limited by a scheme approved under Professional Standards Legislation.



The Global Demand for Skills — January 2019

023 Ohina

China is the largest country in the Asia Pacific region examined in this study, with a population of over
1.4 billion. According to the CIA World Factbook (2018), the key challenges for the Chinese
government are: “(a) reducing its high domestic savings rate and correspondingly low domestic
household consumption; (b) managing its high corporate debt burden to maintain financial stability; (c)
controlling off-balance sheet local government debt used to finance infrastructure stimulus; (d)
facilitating higher-wage job opportunities for the aspiring middle class, including rural migrants and
college graduates, while maintaining competitiveness; (e) dampening speculative investment in the
real estate sector without sharply slowing the economy; (f) reducing industrial overcapacity; and (g)
raising productivity growth rates through the more efficient allocation of capital and state-support for
innovation.”

5.2.3.1 Economic and employment backdrop

China has achieved significant economic growth over many decades, with GDP growing almost

10 per cent on average over the last 35 years. In 2014, China overtook the USA and became the
world's largest economy (on a purchasing power parity basis). While China's GDP growth has slowed
somewhat in recent years, it has still been strong at around 7 per cent per year.

Figure 21: China Economy and Industry

Economic data

_ US$23.16 trillion (2017 est.)
Gross Domestic Product (PPP) US$21.7 trillion (2016 est.)
US$20.3 trillion (2015 est.)

Agriculture: 8.3%
GDP composition by sector Industry: 39.5%
Services: 52.2% (2017 est.)

6.9% (2017 est.)
GDP growth 6.7% (2016 est.)
£.9% (2015 est.)

GDP per capita US$16,700 (2017 est.)
Education expenditure N/A
Ease of doing business 90 (2014)

Industry structure

world leader in gross value of agricultural output; rice, wheat, potatoes, corn, tobacco, peanuts, tea, apples, cotton,

paajiE e rituEal prosice pork, mutton, eggs; fish, shrimp
world leader in gross value of industrial output; mining and ore processing, iron, steel, aluminum, and other metals,
z coal; machine building; armaments; textiles and apparel; petroleum; cement; chemicals; fertilizer; consumer products
Industries
(including footwear, toys, and electronics); food processing; transportation equipment, including automobiles, railcars
and locomotives, ships, aircraft; telecommunications equipment, commercial space launch vehicles, satellites
Major export partners US 19%, Hong Kong 12.4%, lapan 6%, South Korea 4.5% (2017)
Major exports electrical and other machinery, including computers and telecommunications equipment, apparel, furniture, textiles
Major import partners South Korea 9.7%, Japan 5.1%, US 8.5%, Germany 5.3%, Australia 5.1% (2017)
Mo aport electrical and other machinery, including integrated circuits and other computer components, oil and mineral fuels;

optical and medical equipment, metal ores, motor vehicles; soybeans

‘Country Profile Sources:

Cla World Factbook, |, available at hitps://wwwi.cia gov/library/publications/resources/the-worid-factbock/geos/ar.html, accessad on 21 August 2018,

OECD, World Indicators of Skills for Employment {WISE), available at http//stats oecd org/fIndex aspx?Queryid=62775¢, accessed on 21 August 2018

ILOSTAT Database, Country Data, available at http://www.ilo.orgfilostat/faces/help_home/data_by_country?_adf.ciri ¥ smdf_a%_afrLoop: 1607009, accessed on 21 August 2018

The Chinese economy is the largest manufacturing economy in the world. In 2017, the industry sector
in China contributed to around 40 per cent of total China GDP and over 28 per cent of employment.
The services sector in China is also a significant, and growing part of the economy. This sector
contributed to just over half of China’s total GDP in 2017, and employed around 43 per cent of the
workforce in 2016.

Despite only contributing to around 9 per cent of China GDP in 2015, the agriculture sector is the
highest employing sector in the economy. Agriculture employed over one-third of all workers in the
economy in 2015.
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Agriculture’s share of employment has reduced significantly over the past decade, from around half of
all workers in 2003 to just over one-third in 2011. In contrast, the services sector has become a more

prominent employer, increasing its share of workers over the same period, from just over one-quarter
of workers in 2003, to an estimated one-third of workers in 2011.

Figure 22: Employment by sector (2003-2011) Figure 23: Labour Force by occupation
(2015)
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China is a mid-skilled economy, with skilled agriculture workers contributing to almost two-thirds of
the China labour force. Higher-skilled occupations — professionals and managers — made up less than
7 per cent of the labour force in 2005.

With growth in services activity and only around 9 per cent of the labour force in service and sales
worker occupations, this indicates a potential skill gap.

Compared to other Asian economies, China’s informal sector is relatively small, accounting for just
under one-third of total non-agriculture employment. However, within this group, the trade sector has
almost two-thirds of its workers employed in the informal economy. A predominantly informal sector
can encourage sectoral low-wage: low-skill equilibriums, where there is little incentive for employers
to pay higher wages and employees to up skill.

Figure 24: Share of employment in informal sector (2010)

Services other than trade or
transportation
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Source: International Labour Organisation (2016)
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5.2.3.2 Examples of skills shortages

Research by EDFI (2016) studied a leading German owned wooden toy manufacturer in Beilun, East
China. They identified challenges in recruiting and retaining quality workers with mechanical skills and
knowledge of working with wood. Young Chinese people are less willing to work in dusty and noisy
environments — and prefer plastic injection moulding companies or white-collar jobs. One strategy the
company pursues to address this is increased automation (EDFA, 2016). Specific skills gaps identified
in the study include departmental managers, global marketing specialists with work experience,
carpenters, machine adjusters and R&D specialists for new, non-wood technologies.

The A.T.Kearney Global Retail Development Index rates developing and emerging economies
according to their attractiveness for investment and transformation potential of the retail sector. In
their 2015 report, China was identified as the most attractive retail development market. China was
ranked high in market attractiveness, and also ranked high in urgent need for market transformation
(A.T.Kearney, 2016). In their retail labour market strategy, they identify the need for a shift from
expatriate to local staff. Shifts have been occurring in major retailers such as Walmart and Marks &
Spencer. However, high expansion strategies have been slowing down, highlighting a need for stores
to improve efficiency as China’'s economy slows.

A regulatory change identified by A.T.Kearney (2016) is the opening of e-commerce retailers to
provide direct access to foreign brands — known as the traditional daigou market. This will create a
change in the demand for wholesale sector workers with a need to engage in IT, logistics and
e-commerce skills.

The Asian Development Bank (ABD) present a case study on China in their Challenges and
Opportunities for Skills Development in Asia report. They describe the labour force skill structure as
being more ‘hour glass’ shaped when a pyramid shape is optimal, meaning there is a lack of mid-
skilled workers such as qualified technicians and expert technicians (ADB, 2015).

Research into China's skills gaps by McKinsey (2013) identify priority sectors and education gaps in
2020. Figure 25 shows that the greatest need is expected to be in manufacturing, health and social
services, and education. Manufacturing workers will require up-skilling as the economy shifts from
investment led growth to consumption led growth, and growing wages means that higher
productivity will need to characterise the worker instead of low-cost, labour intensive manufactures
(McKinsey, 2013).

Figure 25 Projected demand for workers in 2020 Figure 26 China labour demand and supply
by education in 2020
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Research also shows that a large skill shortage in the China labour force is expected to be VET
graduates, with a shortfall of 16 million workers expected in 2020 (McKinsey, 2013). This highlights
the importance of providing VET that can meet the needs of industry, and attract students, to prepare
them for greater value-added employment.

An important issue in identifying the skills gaps is the geographical distribution of labour, education
and training. Big cities such as Beijing and Guangzhou attract many students, and produce the higher
number of university and vocational training graduates (McKinsey, 2013). However, there is an over-
supply of skilled labour in these areas, without the jobs to meet it. Conversely, small and mid-size
cities face a major lack of graduates and up-skilled workers, which are needed to provide skills for
industry and promote economic growth. The urban population is expected to shift from 36 per cent to
62 per cent by 2020 — which will enhance geographical skills gaps and meet a physical constraint in
providing space and facilities for skilled workers (McKinsey, 2013).

5.2.3.3 Stakeholder experiences

China is a major international student market, and has a diverse range of skill needs and changes to
future labour demands.

At the sectoral level, Australian government and education stakeholders have identified hospitality and
manufacturing industries needing better skills. Additionally, hospitality, aged care, transport and
logistics and early childhood care are recognised as skills gaps in China’s labour force that Australian
providers could potentially be well positioned to address. Broader analysis of China’s policy agenda,
such as the Belt and Road Initiative, indicate significant potential opportunities in areas such as civil
engineering, building and construction.

Regarding the issue of whether Australian delivered training should be part of the AQF, there has
been a mix of responses. Australian government stakeholders have noted that some components of
qualifications are not needed in a Chinese industry context, such as English language skills and
understandings of Australian-industry specifics.

Australian government stakeholders have noted that China develops 15 to 25 year education plans,
with rolling five year plans. This means that sustained policies are required by other governments if
they wish to tie in and address China's training and education plans. Due to the very large population,
and up-skilling requirements, an off-shore education and training strategy was emphasised to be
important for meeting China’s needs. Australia’s connection to industry is a strength, and is a quality
that China would like to develop — such as providing apprenticeships to combine training and industry.

As in many other countries, the challenge of applying high Australian standards of skills to a unique
and different regulatory environment needs to be tackled. For example, there are five different
building industry standards in China — this will greatly impact how skills are taught and how their
relevance across the whole economy are received.

Training stakeholders have emphasised the importance of China and the significant potential for VET
delivery, but noted important challenges and considerations for the market. Firstly, China’s
government has been working to establish a qualification framework. While there is a significant
amount of development still required, introduced VET should keep aware of developments. Secondly,
many companies find it easier to simply hire uneducated workers ‘off the street’ and train them in
their preferred practices.

In positioning VET products for China’'s market, training stakeholders have identified several factors to
meet industry need. In regards to automotive skills — while China has recognised strengths in this and
many manufacturing skills, the needs will quickly change. A growing middle class purchasing valuable
cars in greater volumes will require better customer service skills to service and maintain these
vehicles. This combining of skills reflects the unique skills gaps that can arise in many emerging
economies.

Hotel industry stakeholders have highlighted how multinational companies typically do a lot of
in-house training for new staff. This training is very task specific, and typically does not conform to
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any qualification framework. However, it can raise the standard of the industry and train workers with
transferable skills that benefit other hotel companies. Note was made that often entry-level staff are
local workers, but mid- and senior-management can be expatriates or internationals — which can
impact the development of local skills in the industry.

Multiple stakeholder groups have commented on clearly identifying training products and how they fit
into the existing qualification frameworks. Many students do not get the opportunity to follow-up an
Australian VET course delivered offshore with further study or migration to Australia — but they are still
willing to pay a premium for the potential path. These expectations need to be carefully managed to
help ensure the opportunities provided by new courses are not misleading.
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Indonesia is a major emerging economy located in Southeast Asia. Indonesia comprises a group of
13,677 islands, with only 6,000 of these inhabited. There are five main islands: West Papua, Java,
Kalimantan, Sulawesi, and Sumatra. It is the fourth most populated country behind China, India and

the USA.

5.2.4.1 Economic and employment backdrop

Indonesia is a rapidly growing economy and was the third-fastest-growing member of the G20 in
2014. In 2011, Indonesia was identified as one of six key emerging economies dubbed CIVETS® and
then maintained a status of investment focus being classified in MINTS® in 2013. These economies
are seen as potential significant contributors to future world growth, having young and growing
populations, relatively advanced financial systems and diverse economies.

The CIA (2016) identifies Indonesia’s key challenges as: “poverty and unemployment, inadequate
infrastructure, corruption, a complex regulatory environment, and unequal resource distribution

among its regions”.

Figure 27: Indonesia Economy and Industry

Economic data

US53.243 trillion {2017 est.)

Gross Domestic Product (PPP) US$3.087 trillion (2016 est.)
US52.944 trillion (2015 est.)
Agriculture: 13.9%

GDP composition by sector Industry: 40.3%
Services: 45.9% (2017 est.)
5.1% (2017 est.)

GDP growth 5% (2016 est.)
4.9% (2015 est.)

GDP per capita US$12,400 (2017 est.)

Education expenditure 3.6% of GDP {2015)

Ease of doing business 114 (2014)

Industry structure

rubber and similar products, palm oil, poultry, beef, forest products, shrimp, cocoa, coffee, medicinal herbs, essential

Ik acse il prodic oil, fish and its similar products, and spices

Indstias petroleum and natural gas, textiles, automotive, electrical appliances, apparel, footwear, mining, cement, medical
instruments and appliances, handicrafts, chemical fertilizers, plywood, rubber, processed food, jewellery, and tourism

Major export partners China 13.6%, US 10.6%, lapan 10.5%, India 8.4%, Singapore 7.6%, Malaysia 5.1%, South Korea 4.8% (2017)

Major : mmgral fuels, animal or vegetable fats {includes palm oil), electrical machinery, rubber, machinery and mechanical
appliance parts

Major import partners China 23.2%, Singapore 10.9%, Japan 10%, Thailand 6%, Malaysia 5.6%, South Korea 5.3%, US 5.2% (2017)

Major imports mineral fuels, boilers, machinery, and mechanical parts, electric machinery, iron and steel, foodstuffs

Country Profile Sources:

cia world Factbook, , available at hrtps:/Awww.cla.gov/library/ publications/ resources/the-world-factbook/geaos/ar.htmi, accessed on 21 August 2018,

0Eco, World Indicators of tkills for Employment {WISE), available at http-//ststs necd org//Indax aspx?Oueryld:
ILOSTAT Database, Country Data, available at http/fwww.ilo.orgfilostat,/faces/help_home/data_by_country?_adf.cirl-st: if_4&_afrLoop

75#, zrcessed on 21 AUEUST 2018

1607009, sccessed on 21 August 2018

Indonesia’s service sector contributed to around 46 per cent of GDP and employment in 2017. Of
this, trade and other market services employs the bulk, or almost one-third of Indonesia’s total

workforce.

The industry sector in Indonesia contributes around 40 per cent to GDP, with a smaller share of the
workforce. This is likely due to the industry sector being much more capital intensive, or conversely,
the much higher labour intensity of the services sector. In contrast, while agriculture contributes a
modest 14 per cent of GDP, it employs around one-third of the workforce.

Significant growth in the trade and other market services workforce and a decline in the agricultural
workforce has brought these two sectors almost level in terms of the size of their workforces. While

8 Colombia, Indonesia, Vietnam, Egypt, Turkey and South Africa
9 Mexico, Indonesia, Nigeria and Turkey
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employment in the agriculture sector has declined modestly in terms of levels, the services workforce
has increased by around 50 per cent in total since 1998. The construction, mining and utilities sector
has also seen significant growth, doubling its workforce over this period (albeit from a lower base).

Figure 28: Employment by sector (1998-2014) Figure 29: Labour Force by occupation
(2007- 13)
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Sources: World Bank Enterprise survey (2016), International Labour Organisation (2016)

With rapid growth in an economy, access to an appropriately skilled workforce sometimes lags. Thus,
these Indonesian sectors may be observing skills gaps, which unless addressed, could push them
into a low-skill equilibrium — a cycle that often requires intervention to break.

This is somewhat reflected in the occupation mix data, there has been a slight decline in the share of
skilled agriculture workers in 2013 compared to 2007. All other occupational shares have remained
relatively constant, indicating that the workforce is not really responding to the changing structure of
the economy.

Figure 30: Share of employment in informal sector (2010)

Source: International Labour Organisation (2016)

Despite solid growth in total Indonesian employment — growing by a total of 30 per cent since 1998,
Figure 30 indicates that a significant proportion of the workforce are still employed in the informal
economy. Almost three-quarters of all employees in non-agricultural activities work in the informal
sector. Trade and construction both have the majority of their workforce in the informal economy, at
91 per cent and 92 per cent respectively.
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5.2.4.2 Examples of skills shortages

Research by the World Bank provides extensive analysis of the Indonesian labour force and trends in
skill-gaps for the economy. Their research has highlighted that while Indonesia has experienced
strong economic growth, it has not been balanced with the right labour market, which they describe
as ‘jobless growth’ (World Bank, 2010). The Employer Skill Survey conducted as part of the World
Bank's study highlights the perceptions of industries in Indonesia to identify trends in skills shortages
and anticipate future needs.'® Research into Indonesian firms has investigated the impact of multiple
drivers on staffing changes and skill demand (see Figure 31 and Figure 32).

Figure 31: Main Reason for staffing changes

Changes in demand for 62%
products 299,
Demand for higher quality 47%
products 259,
Economic cycle 42%
22%
New product / skill needs 249 m Manufactures

299, m Non-education services
Other 219%
46%

New production methods 16%

10%

/
(4]

el

0 20% 40% 60% 80%

Share of firms identifying the variable as relevant
Source: World Bank (2010)

Figure 31 shows that for manufacturing firms, 62 per cent said that the change in product demand
and 47 per cent said a demand for higher quality products were key drivers for changing staff. This
reflects that businesses are facing higher expectations for quality, and that skilled staff are also
needed to meet this requirement.

Understanding the reason for staff changes in the services sector is less clear, as there is a broad mix
of services in the category and a high number of firms put ‘other’ as a reason. A significant number of
service firms did identify new products/skill needs, changing demand for products and higher quality
products as a driver. This also indicates that consumers are changing their preferences in Indonesia,
and businesses need appropriately skilled workers to adapt.

A breakdown between exporting and non-exporting firms and their drivers for staffing changes was
also provided. A key trend in this data is that demand for different products and better quality
products is a driver for labour changes in exporting firms, with 53 per cent of firms identifying this as
the case (World Bank, 2010, p51).

Figure 32 shows an aggregated summary of the drivers for skill demand across exporting and
importing firms. Key trends are the quality of products and more competitive business environments.
A further breakdown of manufacturing and service subsectors is provided in the report. There is a
noticeable impact of new technology brought from overseas influencing the skill needs of machinery
and metal fabrication manufacturing businesses (World Bank, 2010, p52). Nearly all manufacturing
sub-industries identified higher quality products as a need for increased skilled labour.

% This survey had 473 respondents out of 500 across 5 provinces: Kepulauan Riaou (15%), DK Jakarta (18%), West Java
(35%), East Java (24 %), Banten (8%). The majority of respondents were manufacturing firms (57 %) with the rest consisting
various non-education services.
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For the service industry, technology has less of an impact. A couple of emerging themes are the
higher quality standards for products, particularly in the health, real estate and transport sectors. Most
service industries report increased competitiveness as a driver for skill needs. On the labour supply
side, 87 per cent of construction firms, 60 per cent of health service firms and 59 per cent of financial
service firms indicated that an increased supply of skilled workers influenced their skill needs (World
Bank, 2010, p54).

Figure 32: Drivers of firm's increased use for skills in Indonesia

Higher supply of skilled 57%
workers 45%

Higher export orientation

”

7%
More competitive
business environment

Higher quality standards
for products

Change in workplace 36%
organisation 26%
New homegrown 55%
technology 329 W Exporter
New technology imported 259 m Non-exporter
from abroad 15%

0% 20% 40% 60% 80% 100%
Share of firms identifying the variable as relevant

Source: World Bank (2010)

In other studies that focus on Indonesia, empirical evidence suggests that it is issues regarding the
relevance and quality of education and training, rather than quantity that is leading to skills gaps. An
IMF survey shows that finding the right candidate for a high profile position like a director is perceived
to be difficult by over 80 per cent and for professional jobs by 60 per cent of respondents. The study
also identified gaps in computer and English skills which are likely to affect the export and
technologically oriented sectors. While English remains the largest gap, other gaps identified are in
creativity and some technical skills for young workers.

Indonesia’s TVET system is also seen as problematic in its operation. With severe underfunding, it
has limited capacity and produces relatively low-skilled workers, earning a relatively poor reputation.
This is compounded by a lack of incentive for curriculum designers to implement what is demanded
by industry. The supply side approach has led to a fragmented system with gaps, duplications and
policy inconsistencies disadvantageous to learners (Ramos, 2016).

Di Gropello (2011) research points towards both relevance and quality concerns around workforce
skills. In this paper, quality was identified as a critical issue especially for upper-secondary education
graduates. Despite improvements in educational attainment, Indonesian youth still have intense skills
gaps that present challenges in employment prospects to its workforce. Young workers (27 and
below) exhibit lower sense of preparedness or qualification for their job or professional life in general
and data shows that more than 40 per cent of young workers very much agree that there is a need to
improve their skills to help improve their performance.
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5.2.4.3 Stakeholder experiences

Australian government stakeholders identify Indonesia as a priority country with which to build
relationships, given their close proximity and strong trade relationship.

Multiple stakeholders commented that industry-specific skill needs are broad, but some specific
examples included aquaculture, civil construction and automotive manufacturing.

Training stakeholders have noted that there is potential to be explored in Indonesia, but that a low
willingness to pay for training currently exists. Furthermore, a highly complex regulatory system is
also increasing the barrier to entry of Australian providers. However, opportunities should be explored
given their close proximity, and that the government is eager to engage in strategies to motivate idle
youth. As travel expenses are one of the most significant barriers for off-shore education delivery,
Indonesia’s proximity is an important factor. Proximity, and the trust resulting from it, also provides
Australia with an edge over major competitors such as Germany.

Also noted, was that high risk skills — such as electrical and construction — are in demand but face
significant challenges from poor regulation and low occupational health and safety standards.

High level instruments such as ASEAN Mutual Recognition Agreements and President Widodo's VET
revitalisation instructions, as well as projects such as KOMPAK (a project funded by DFAT to develop
national competency standards) have also enabled the identification of priority sectors for Indonesian
VET. These include fisheries, agriculture, power and electricity, electronics, automotive,
telecommunications, creative industries, logistics, tourism, construction, engineering, nursing,
architecture, surveying, dental practitioners, medical practitioners and accountancy.
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Malaysia is made up of two parts: the peninsula south of Thailand and the northern third of the island
of Borneo. Malaysia has undertaken significant structural change over the past half century, moving
away from being a country dependent on primary production / raw materials to its current form as a
middle income, emerging, and multi-sectoral economy.

5.2.5.1 Economic and employment backdrop

Malaysia has set itself a target of achieving high-income status by 2020. In May 2015, The Diplomat
(2015) reported that, according to analysts, “Malaysia was on track to achieve its goal of first-world

status by 2020".

It also reported that the IMF identified structural reforms as key to achieving this goal, saying that
“continued investment in infrastructure and in research and development can help spur home-grown
innovation and increase incomes. Together with improvements in the quality of education, these
efforts can help raise labour productivity, support higher sustainable growth, and foster a more

inclusive society.”

Figure 33: Malaysia Economy and Industry

Economic data

Gross Domestic Product (PPP)

US$930.8 billion (2017 est.)
US$893.1 billion (2016 est.)
US$850.3 billion (2015 est.)

Agriculture: 8.4% [

Industry structure

Major agricultural products

GDP composition by sector Industry: 36.9%
Services: 54.7% (2017 est.)
5.9% (2017 est.)
GDP growth 4.2% (2016 est.)
5% (2015 est.)
GDP per capita US523,000 (2017 est.)
Education expenditure 4.8% of GDP (2016)
Ease of doing business 18 (2014)

Peninsular Malaysia - palm oil, rubber, cocoa, rice; Sabah - palm oil, subsistence crops; rubber, timber; Sarawak - palm
oil, rubber, timber; pepper

Peninsular Malaysia - rubber and oil palm processing and manufacturing, petroleum and natural gas, light
manufacturing, pharmaceuticals, medical technology, electronics and semiconductors, timber processing; Sabah -

industucs logging, petroleum and natural gas production; Sarawak - agriculture processing, petroleum and natural gas
production, logging

Major export partners Singapore 15.1%, China 12.6%, US 9.4%, Japan 8.2%, Thailand 5.7%, Hong Kong 4.5% (2017)

fasjorex sem;co_nductors and glectronlc_eqmpment, palm oil, petroleum and liquefied natural gas, wood and wood products,
palm oil, rubber, textiles, chemicals, solar panels

Major import partners China 19.9%, Singapore 10.8%, US 8.4%, Japan 7.6%, Thailand 5.8%, South Korea 4.5%, Indonesia 4.4% (2017)

Major imports electronics, machinery, petroleum products, plastics, vehicles, iron and steel products, chemicals

Country Profile Sources:
Cla world Fecthook,
DECD, World

»available at htrps://www.cia gov/library/publications/resources/the-world-factbook/zeos/ar.himl, accessed on 21 AUGUST 2018,
icators of skills for Employment (WISE}, available at http://stats.oecd org//index. aspx?Cueryld=62775#, actessed on 21 August 2048
ILOSTAT Database, Country Datz, svailable at hiop:/www.ilo.org/ostat/faces/help_home/data_by_country?_adf.crrk ydi f_4B_afrLoop:

8031607009, accessed on 21 AUgUst 201B.

Malaysia’'s economy is highly export oriented, with exports of electronics, oil and gas, palm oil, and
rubber significant contributors to the economy. Overall, exports make up around 75 per cent of

Malaysia's GDP.

The government is highly dependent on oil and gas activity in Malaysia, earning just under one-quarter
of its revenue from this sector in 2015.

In terms of sectoral activity, the services sector in Malaysia contributed over half of GDP in 2017, with
the industry sector contributing over one-third and the agriculture sector contributing the remaining

8 per cent.

In contrast to other emerging countries in this region, Malaysia’s services sector is the highest
employer in the country (and has been for over 15 years). Trade and other market services employ
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over 40 per cent of Malaysia’s workforce, while the public and other social services employ around
20 per cent. Trade and other market services has also had the fastest growing employment of all
sectors in the economy, more than doubling its workforce over the past 15 years.

Figure 34: Employment by sector (1998 - 2014) Figure 35: Labour Force by occupation
(2003-10)
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In line with the strong growth in services, there has been an increase in the service and sales workers
share of the labour force, increasing from 14 per cent in 2003 to 17 per cent by 2010.

The economy has become slightly higher skilled, with an increase in the share of the labour force held
by technicians and associate professionals and a decrease in craft and related trades workers, skilled
agriculture workers, and plant and machine operators and assemblers.

Figure 36 shows that in 2015, around 27 per cent of businesses in the Malaysian economy were
unregistered when they first started operating. Nearly 40 per cent of firms identify as facing
competition from unregistered or informal businesses, indicating that the informal economy is still a
significant part of the Malaysian economy.

Countries with skills mismatch are often characterised by a higher informal sector (OECD, 2014). As
the economy continues to develop, parts of the informal sector will likely move into the formal
economy. This will potentially include regulatory reform and create demand for up-skilling of both
workers and management.

Figure 36: Informal economy share (2015)
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5.2.5.2 Examples of skills shortages

The Asian Institute of Finance (2015) conducted a study on skills gaps in the Malaysian financial
sector and concluded that the majority of managers and HR directors observe a lack of competent
and skilled employees. Moreover, almost all respondents (94 per cent) reported the talent shortage as
impacting the productivity of their business, with greater than 50 per cent of the respondents
believing employees skill deficiencies are impeding performance. The report also revealed that 93 per
cent of employers surveyed reported that talent shortages are affecting their business productivity.
Employers cite a lack of critical thinking, communication and language proficiency skills in graduates
as particularly detrimental (Ramos, 2016).

A study by Anuar et al. (2016) focused on Small and Medium Enterprises (SMEs) and concluded that
there is a high degree of skills mismatch in Malaysia. On one hand, there is a pool of highly skilled
individuals who feel they are underemployed in the SMEs — while they have the ability to handle
complex tasks, this is not a requirement of their current position. On the other hand, some employees
are under-skilled for their current job and they lack the skill requirements for their job. The effect of
under-skilling is to reduce productivity and slow the rate of technology adoption. That there is a skills
shortage is most clearly evidenced by the fact that Malaysia’s Higher Education Blueprint 2015-2025
found that there is an undersupply of technical education and vocational training (TVET) workers in

10 of the 12 national Key Economic Area sectors (Ramos, 2016).

5.2.5.3 Stakeholder experiences

Training stakeholders are currently working in Malaysia to train trainers, a task that plays an important
role in facilitating further training. It was also identified that the Malaysian government has been
working to improve their VET system — highlighting that international training providers need to
consider local frameworks when developing/delivering training in Malaysia. Training stakeholders are
also aware that many other foreign training providers are operating in Malaysia, creating a high degree
of competition in the VET market.

Industry stakeholders have noted that while there is a need to provide up-skilling in some high-risk
industries, care needs to be taken to protect Australia’s training reputation (which is currently quite
positive). An example of a successful collaboration on this front is through the ‘safer together’
initiative promoted by Queensland natural gas and exploration industries, which is working to improve
OHA&S in Malaysia.

Along with other Indian Ocean neighbours, Australian government stakeholders noted that Malaysia is
part of the multilateral port and logistics occupation standardisation, presenting further opportunities
for up-skilling in this sector — and also advanced skill levels in trade-relating sectors.

Other industries in Malaysia identified as having potential for up-skilling include aquaculture, tourism,
civil construction and automotive manufacturing.
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026 Singapore

Singapore is a highly developed, trade-oriented economy that is located in South-eastern Asia,
between Malaysia and Indonesia. Since becoming independent in 1965, Singapore has re-invented
itself from a small domestic-focussed economy with high levels of poverty, into a high income
economy'". Singapore is a strong open economy that enjoys high per capita GDP and a low rate of
unemployment.

5.2.6.1 Economic and employment backdrop

CIA (2018) has identified a number of challenges for Singapore including: dependence on foreign
labour, weak productivity, and increasing Singaporean wages.

To maintain its competitive position despite rising wages, Singapore is focusing on high value-added
activities in the manufacturing and services sectors. It is also seeking to strengthen its position as
Southeast Asia's leading financial and high-tech hub. Further, many sectors such as financial services,
telecommunications, and power generation and retailing are now (or are in the process of becoming)
accessible to both domestic and foreign service providers.

Figure 37: Singapore Economy and Industry

Economic data

U55527 billion {2017 est.)
Gross Domestic Product (PPP) U55514.7 billion (2016 est.)
US$503.4 billion (2015 est.)

Agriculture: 0%
GDP composition by sector Industry: 24.8%

Services: 75.2% (2017 est.)

3.6% (2017 est.)
GDP growth 2.4% (2016 est.)
2.2% (2015 est.)

GDP per capita US593,900 (2017 est.)
Education expenditure 2.9% of GDP (2013)
Ease of doing business 1(2014)

Industry structure

Major agricultural products vegetables; poultry, eggs; fish, ornamental fish, orchids

electronics, chemicals, financial services, oil drilling equipment, petroleum refining, biomedical products, scientific
Industries instruments telecommunication equipment, processed food and beverages, ship repair, offshore platform

China 14.7%, Hong Kong 12.6%, Malaysia 10.8%, US 6.6%, Indonesia 5.8%, Japan 4.7%, South Korea 4.6%, Thailand 4%

Major export partners

' B (2017)

4 machinery and equipment (including electronics and telecommunications), pharmaceuticals and other chemicals,
Major exports 2

refined petroleum products, foodstuffs and beverages

Major import partners China 13.9%, Malaysia 12%, US 10.7%, Japan 6.3%, South Korea 5% (2017)
Major imports machinery and equipment, mineral fuels, chemicals, foodstuffs, consumer goods
Country Profile Sources:
cia World Factbogk, , availeble at https://www.ciz.gov/library/publications/resources/the-world-factbook/gecs/ar.htmi, accessed on 21 August 2018.
OECD, \‘\arld |'\dlCutO|'S of Skills for Employment [WISE|, available at nttp.n’ stats.oecd.org//Index.aspx?Queryld=62775#%, accessed on 21 August 2018,
ILOSTAT Database, Country Data, availzble at http://www ilo.org/ilostat/faces/help_home/data_by_country?_adf.crl ¥ F_al_afrioop 1807009, zccessed on 21 August 2018,

Singapore’s economy is very service focussed, with this sector contributing to around three quarters
of both GDP and employment in 2015. Major services in Singapore include trade, financial and
business services, transport, and accommodation and food services.

The industry sector is also an important component of the Singapore economy, providing around one-
quarter of total employment and GDP in 2017. Employment in the construction sector has grown over
the past 15 years, to now be an equivalent sized employer as the Singapore manufacturing sector. In
contrast to many of the other economies in this region, the agriculture sector is very small in
Singapore — in terms of both output and employment (the result of a scarcity of land).

" A high-income economy is defined by the World Bank as a country with a gross national income per capita
above US$12,475 in 2015.
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Figure 38: Employment by sector (1998 - 2014) Figure 39: Labour Force by occupation
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Also in contrast to a number of other countries in this region, the Singapore economy is also relatively
high-skilled, with over half of the labour force in occupations such as managers, professionals, and
technicians and associated professionals. Only 7 per cent of the labour force are classified in
elementary occupations. This up-skilling of the labour force appears be a growing trend, with medium
skill = such as service and sales workers, and plant and machine worker — categories shrinking as a
share of the total labour force.

One impact of this is the potential for a mismatch between a higher educated population and the
more practical skill needs for the growing services and industry sectors of the economy — such as
food services, construction, and manufacturing skills.

5.2.6.2 Examples of skills shortages

OECD (2015) survey showed that adults in Singapore exhibit below-average proficiency in literacy and
numeracy, but above-average proficiency in problem solving in technology-rich environments
compared to OECD average. The below average proficiency is attributed to the prevalence of adults
whose native language is different from that of the assessment (English).

In addition, the OECD recorded a higher dispersion of proficiency scores in Singapore than in most
other economics. Singaporean adults recorded a 26 per cent lack of literacy skills and 28 per cent had
poor numeracy skills and the figures dramatically increased with age.

Approximately 44 per cent of employers in Singapore reported experiencing difficulties in filling a
position due to lack of skilled/talented workers (Aring, 2012). This survey included businesses in the
agriculture, construction and manufacturing sectors.

5.2.6.3 Stakeholder experiences

While Singapore has not been a core focus across the stakeholder consultations, many trends and
needs identified for South East Asia — particularly for service industries — apply to Singapore.

Training stakeholders have also identified that the establishment of international hotel chains in
Singapore set a high occupational standard not just for Singapore but also for the broader region. As a
highly international country, advances in Singapore have the potential to spill-over to other local
economies.

2 Generated by: SingStat Table Builder, Date generated: 15/09/2016, Contact: info@singstat.gov.sg
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South Korea is a high income economy located on the southern half of the Korean peninsula, in

northeast Asia.

CIA (2016) identifies South Korea’'s long terms challenges as including: “a rapidly aging population,
inflexible labour market, dominance of large conglomerates, and the heavy reliance on exports”.

A further challenge for South Korea is through its culture of identifying higher education as a necessity
for socioeconomic success, and the consequential social stigma associated with vocational careers.
This has led to labour market mismatch, with labour shortages in vocational occupations and an
oversupply of university graduates in South Korea.

5.2.7.1 Economic and employment backdrop

South Korea is a high-tech industrialised economy, with a high dependency on exports. Exports
contributed to around half of GDP in 2015, and include electronics, refined petroleum, automobiles

and ships.

Figure 40: South Korea Economy and Industry

US52,025 trillion (2017 est.) 7, AN
Gross Domestic Product (PPP) US51.973 trillion (2016 est.) /;/ \\\\
Us$1.92 trillion (2015 est.)
v/
Agriculture: 2.2% \\\ fé’
GDP composition by sector Industry: 39.3%
Services: 58.3% (2017 est.)
3.1% (2017 est.)
GDP growth 2.8% (2016 est.)
2.8% (2015 est.)
GDP per capita US533,400 (2017 est.)
Education expenditure 5.1% of GDP (2015)

Ease of doing business

Industry structure

5 (2014)

Major agricultural products rice, root crops, barley, vegetables, fruit, cattle, pigs, chickens, milk, egas, fish
Industries electronics, telecommunications, automobile production, chemicals, shipbuilding, steel
Major export partners China 25.1%, US 12.2%, Vietnam 8.2%, Hong Kong 6.9%, Japan 4.7% (2017)
R o semlconfjuctors, .petrochemlca!s, automobile/auto parts, ships, wireless communication equipment, flat displays, steel,
f electronics, plastics, computers
Major import partners China 20.5%, Japan 11.5%, US 10.5%, Germany 4.2%, Saudi Arabia 4.1% (2017)
de oil/petrol ducts, semiconductors, natural gas, coal, steel, ters, wirel icati
Nt imnorts crude oil/petroleum products, semiconductors, natural gas, coal, steel, computers, wireless communication

equipment, automobiles, fine chemicals, textiles

Country Profile Sources:
Cla world Facth

ik, | available et hrtpsy/ fwww.cia gov/library/publications/resources/the-world-factbook/geos/ar. himl, aocessed on 21 AUZUST 2018.

OECD, World indicators of skills for Employmant {WISE), available at http://stats cecd.org/findex aspx?Oueryid=62775#, accessed on 21 August 2018

ILOSTAT Datzbase, Country Dats, available at http:/fwwow.ilo.org/lostar/faces/help_home/data_by_country?_adf.cori-statesy F_a&_sfrioop:

31607009, accessad on 21 August 2018,
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Like Singapore, services dominate the South Korean economy, contributing to around 60 per cent of
GDP and over 70 per cent of employment. Trade and other market services is the largest employer in
South Korea. The two fastest growing sectors are trade and other market services and public and
other social services, growing by 26 per cent and 64 per cent in total over the past 15 years.

Industry employment — in manufacturing and construction, mining and utilities - has been relatively
stable. Agriculture, although only a small part of the Korean economy, has observed a further
contraction in employment over the last 15 years.

Figure 41: Employment by sector (1998 - 2014) Figure 42: Labour Force by occupation
(2003-08)
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In line with the economic dominance of the services sector, the largest occupation observed in South
Korea is that of service and sales workers, which make up almost one-quarter of the labour force.
Another quarter of the labour force is spread across the high-skill categories of managers,
professionals, or technicians and associated professionals. Only 12 per cent of the labour force were
identified in the low skilled “elementary occupations” category.

It is also interesting to note that, despite the significant growth in the services sector compared to the
rest of the economy, no major changes in the occupation composition of the labour force have been
observed over the last five years (between 2003 and 2008).

Given the cultural preference for higher education and the significant and growing need for sales and
service workers, there is a distinct potential mismatch between the skill needs and the educational
attainment of the population. This indicates that South Korea is likely to be both on the skills gaps —
for sales and services staff - part of the labour market conceptual framework (outlined on page 3) and
on the skill surplus — professionals and managers — parts of the framework. There may be a need for
encouraging a movement towards vocational training and away from higher education to help South
Korea attain a High Skill equilibrium.

5.2.7.2 Examples of skills shortages

OECD (2015) found that skills among the Korean adult population remains low compared with other
regional countries. Even though Korea has a larger proportion of educated population, about 30 per
cent of Korean college graduates thought that there was a mismatch between their college majors
and jobs.

Since wages is a measure of value of a worker to the firm, Lee and Lee (2015) analysed the
relationship between skills attainment and earning to evaluate the effect of skills mismatch using
Korean data from the Programme for the International Assessment of Adult Competencies (PIAAC).
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They found that 27 per cent of full-time workers aged 25-54 in Korea are overeducated for their job
requirements, while 15 per cent are undereducated. For undereducated workers, they suffer a wage
penalty for the deficit of education.

Since the late 1980's and early 1990s, South Korea has also been accepting foreign workers to assist
businesses fill vacancies — particularly in the low skilled labour market. This trend appears to be
continuing, with the government announcing at the end of 2017 that it would again accept 56,000
foreign workers in 2018 to help tackle labour shortages — particularly in its manufacturing sector, with
some working in farming, fishing, construction and services. While businesses are continuing to
demand access to more (cheaper) foreign labour, the government is seeing some public backlash
over 'foreigners taking locals’ jobs’

5.2.7.3 Stakeholder experiences

At the Korean sectoral level, Government stakeholders have identified opportunity for up-skilling in

areas of hospitality, childcare and cookery — particularly as Australia has a reputation for high quality
training in these industries. Welding and IT skills were also seen as a gap in Korea where Australian
training providers could potentially assist.

Like much of the region, aged care is expected to grow as longevity increases. The Korean Ministry of
Health and Welfare has developed policies to address dementia and provide long-term care insurance.
Korea currently has a caregiver for the elderly qualification, but the Korean government does have
scope to increase the level of aged care program. The greatest challenge in this regard is finding
youths willing to learn this service.

The suitability of non-AQF delivery of training was questioned by Australian government stakeholders
and training stakeholders, as Korea has a well-developed VET system of their own, and the primary
benefit for Australian VET is seen as the opportunity to travel or to participate in professional
development that informs work practices.
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0.8 Vigtnam

Vietnam is a country in south-eastern Asia, and shares a border with China, Laos, and Cambodia.
Similar to many of the other countries examined in this region, Vietnam has experienced strong
economic growth over the past few decades, transforming from one of the poorest countries in the
world to its current status as a lower middle income country.

5.2.8.1 Economic and employment backdrop
Vietnam has achieved strong economic growth, averaging 6.2 per cent GDP growth since 2000.

Vietnam has a strong agricultural and fisheries export sector — including the export of seafood, rice,
and coffee. Vietnam has also been building its regional presence as a foreign investment destination.

Industry is also an important, and growing, part of the Vietnamese economy — particularly in the areas
of manufacturing, information technology and high-tech industries. Vietnam is also one of the region’s
largest oil producers.

While still a strong part of the economy, agriculture's share of the economy has fallen from around
one-quarter of GDP to 17 per cent over the past 15 years. In comparison, over the same period,
industry's share has grown from around one third to almost 40 per cent. Services are also a growing
part of the economy, estimated to contribute just over 41 per cent of GDP in 2017.

Figure 43: Vietnam Economy and Industry

Economic data

US5647.4 billion {2017 est.)
Gross Domestic Product (PPP) US$609.5 billion (2016 est.)
US5571.4 billion (2015 est.)

Agriculture: 15.3%
GDP composition by sector Industry: 33.3%
Services: 41.3% (2017 est.)

6.8% (2017 est.)
GDP growth 6.2% (2016 est.)
6.7% (2015 est.)

GDP per capita US$6,900 (2017 est.)

Education expenditure 5.7% of GDP (2013)

Ease of doing business 78 (2014)

Major agricultural products rice, coffee, rubber, tea, pepper, soybeans, cashews, sugar cane, peanuts, bananas; pork; poultry; seafood

Hidiistrios food.processing, garments, shoes, machine-building; mining, coal, steel; cement, chemical fertilizer, glass, tires, oil,
mobile phones

Major export partners US 20.1%, China 14.5%, Japan 8%, South Korea 6.8% (2017)

Major exports clothes, shoes, electronics, seafood, crude oil, rice, coffee, wooden products, machinery

Major import partners China 25.8%, South Korea 20.5%, Japan 7.8%, Thailand 4.5% (2017)

machinery and eguipment, petroleum products, steel products, raw materials for the clothing and shoe industries,

Major imports : % S
. P electronics, plastics, automobiles

Country Frofile Sources:

cia world Factbook, |, available at https://www.cia.gow/library/publications/resources/the-world-factbock/geos/ar html, accessed on 21 August 2018,

OECD, World Indicators of skilis for Employment {WISE], availzble st hrtp://stats.oecd org//index.aspx?Quaryld=627754, accessed on 21 August 2018,

ILOSTAT Database, Country Data, availabla 2t hetp:/ feaww ilo_org/ilostat/faces/help_homs/data_by_country?_adf ctrl F_al_afrL 1607008, sccessed on 21 AUEust 2018

Despite only contributing to around 15 per cent of GDP, agriculture is still the main employing sector
in the economy, employing around 40 per cent of all workers in Vietnam. Similar to its contribution to
GDP, the services sector is also a growing contributor to Vietnam employment, increasing its share of
employment from around 25 per cent in 2004, to now employ 34 per cent of the Vietnam workforce.

While employment in the agriculture sector has remained relatively stable, significant growth in
employment has been observed the rest of the economy since 1998. Construction employs almost
four times as many workers in 2014 as it did in 1998. Employment has more than doubled across the
manufacturing, trade and other market services, and public and other social service sectors since
1998.
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Figure 44: Employment by sector (1998 - 2014) Figure 45: Labour Force by occupation
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Vietnam'’s labour force is relatively low skilled, with around 40 per cent of the labour force in
elementary occupations. Only 10 per cent of occupations are in the high skilled categories of
managers, professionals, or technicians and associated professionals.

There appears to have been a significant switch between the share of elementary workers in the
labour force and the share of medium skilled categories of plant and machine operators and
assemblers, and skilled agriculture and forestry and fishery workers. This could reflect the
government'’s VET priorities introduced in “MOLISA’s Master Plan for the Development of a Network
of Vocational Colleges, Vocational Secondary Schools, and Vocational Training Centres”. Under this
plan, the number of vocational training students is targeted to increase 10 per cent annually. Thus, in
contrast to some of the other economies examined in this region, the Vietnam government is actively
promoting the VET sector to help address existing skills gaps. With a continued focus on up-skilling
the economy, Vietnam has the potential to move towards a more high skill equilibrium.

Vietnam'’s informal sector employs a relatively large proportion of employees. Overall, two-thirds of all
employees in non-agricultural activities are part of the informal economy. Similar to many other Asian
countries, employment in construction is largely informal (90 per cent). Further, almost three-quarters
of employees in the trade and transportation sectors are employed in the informal economy. As the
Vietnamese economy continues to develop, parts of the informal sector will likely move into the
formal economy. This will potentially include regulatory reform and create further demand for
up-skilling of both workers and management.

Figure 46: Share of employment in informal sector (2010)
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5.2.8.2 Examples of skills shortages

A media release by the Ministry of Labour in Vietnam has highlighted the government'’s attention to
improving education and up-skilling workers to be better prepared for industries. They mention that of
the 53 per cent of the workforce that has been trained, only 20 per cent of this group underwent
training for three months or longer. This was identified as a reason for insufficient skills in the labour
force, and that improvements to VET were necessary to better prepare workers (MOL, 2016).
Reforms to VET have occurred over the past two years, and further improvements to training have
been recognised as a strategy for better integrating into the world economy.

The ILO has connected skills mismatch to low labour productivity in Vietnam. Vietnam has one of the
lowest labour productivity in the Asia-Pacific region, with output per worker 15 times lower than in
Singapore (ILO, 2013).

Data from the General Statistics Office of Vietham shows that there is a higher proportion of
untrained workers in Vietnam than trained workers. In addition, Vietnam's Central Institute for
Economic Management (CIEM) conducted research with the support of the World Bank (2012) and
also identified a mismatch between supply and demand of skills. They noted that around 47 per cent
of firms claimed that the education system failed to meet the skill needs of the workplace.

Research by the World Bank (2014) has highlighted a lack of skills at several occupational levels.
Notably, 83 per cent of technicians and 80 per cent of professional job applications were said to have
a lack of required skills for the position. For craftsmen, a significant 40 per cent of applicants lacked
the required skills. However, 41 per cent of businesses also noted a lack of applicants for craftsmen
occupations. This highlights both a skill gap in the ability of workers and a skill shortage in the volume
of workers required by some industries (World Bank, 2014). According to the World Bank survey:

e Many Vietnamese firms report a shortage of workers with the right skills
Skills gaps are particularly acute among applicants for jobs in technical, professional and
managerial positions
A shortage in applicants is common among more elementary occupations

e Employers identify job-specific technical skills as the most important skill.

Good performance is observed by management staff in terms of information skills, negotiation skills,
understanding of system, and ability to apply technology to assigned tasks. However, poor
performance is observed in terms of time and human resource management; teamwork skills; and
the ability to teach new skills, exercise leadership, improve and design systems, and to select
technology (TDRI, 2012).

5.2.8.3 Stakeholder experiences

Vietnam government stakeholders have identified a number of priority industries for the next two to
five years. These include mechanical, electronic, construction, automobile mechanic, IT, media,
communications, tourism, commerce and retail, transport and logistics, telecommunications, and
high-tech agricultural industries.

The Vietnam government has strongly identified the need to develop human capital in the economy,
to become a more competitive economy and to facilitate sustainable economic growth. They note
that only 20 per cent of workers have professional skills, and that enterprises typically avoid recruiting
“trained’ workers as they usually require re-training to meet their needs.

Australian education providers are well received in Vietnam by parents, students and the government.
However, VET has significant limitations in being affordable for potential students and workers. The
Vietnam government notes that the Australian government budget per student vastly exceeds the
Vietnamese government budget per student — highlighting the costs issue.

Looking at international competitors in the VET space, the Vietnam government identifies Japan and
Korea as two key competitors. Germany, Canada, UK, Singapore and Taiwan also have a significant
presence in the VET market.
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Australian government stakeholders note that limited presence of Australian multinational companies
in Vietnam may have an impact on accessing VET markets. This is emphasised due to the high
amount of informal learning that occurs for workers, as Vietnam industry prefers to take unskilled
workers and then train them using their own processes.

For the agricultural sector, Australian government stakeholders mentioned that Vietnam may
participate in a program where farmers are brought to Australia to learn better techniques and
practices. This program was previously undertaken for Israel and has the potential to deepen training
opportunities.

Training stakeholders are aware that Vietnam is investing in its own teachers to learn about the
Australian education system. This highlights the recognised quality of Australian education providers.
The competency based VET system that Australia utilises also has strong appeal to countries, such as
Vietnam, that have large informal markets and developing education industries.
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029 Thalland

Thailand is located in south-eastern Asia, sharing a border with Myanmar, Laos, Cambodia and
Malaysia. Similar to Vietnam, Thailand has achieved strong economic growth over the past few
decades, achieving average annual growth of 7.5 per cent in the late 1980s and early 1990s. Thailand
is classed as an upper middle-income economy.

5.2.9.1 Economic and employment backdrop

Exports are an important part of Thailand’s economy, contributing to more than two-thirds of GDP in
2017. Exports of Thailand goods include electronics, agricultural commodities, automobiles and parts,
and processed foods.

Tourism is also a significant part of the Thailand export market, with visitor exports estimated to have
generated over 19 per cent of total exports in 2017 (World Travel & Tourism Council , 2018). It is
estimated that the direct contribution of all travel and tourism in Thailand was close to 10 per cent of
GDP in 2017.

Figure 47: Thailand Economy and Industry

Economic data

Uss$1.229 trillion (2017 est.)
Gross Domestic Product (PPP) US51.185 trillion (2016 est.)
Uss1.148 trillion (2015 est.)

Agriculture: 8.2%
GDP composition by sector Industry: 36.2%
Services: 55.6% (2017 est.)

3.7% (2017 est.)
GDP growth 3.2% (2016 est.)
2.9% (2015 est.)

GDP per capita US$17,800(2017 est.)
Education expenditure 4.1% of GDP (2013)
Ease of doing business 26 (2014)

Industry structure

Major agricultural products rice, cassava {manioc, tapinca), rubber, corn, sugarcane, coconuts, palm oil, pineapple, livestack, fish products

tourism, textiles and garments, agricultural processing, beverages, tobacco, cement, light manufacturing such as
Jewellery and electric appliances, computers and parts, integrated circuits, furniture, plastics, automohiles and
automotive parts, agricultural machinery, air conditioning and refrigeration, ceramics, aluminium, chemical,

Industries - 4 s -
environmental management, glass, granite and marhle, leather, machinery and metal work, petrochemical, petroleum
refining, pharmaceuticals, printing, pulp and paper, rubber, sugar, rice, fishing, cassava, world's second- largest tungsten
producer and third-largest tin producer

Major export partners China 12.4%, US 11.2%, Japan 9.5%, Hong Kong 5.2%, Vietnam 4.9%, Australia 4.5%, Malaysia 4.4% (2017)

automohiles and parts, computer and parts, jewellery and precious stones, polymers of ethylene in primary forms, refine
Major exports fuels, electronic integrated circuits, chemical products, rice, fish products, rubber products, sugar, cassava, poultry,
machinery and parts, iron and steel and their products

Major import partners China 20.0%, Japan 14.5%, US 6.8%, Malaysia 5.4% (2017}

machinery and parts, crude oil, electrical machinery and parts, chemicals, iron & steel and product, electronic integrated
Major imports vircuit, automobile's parts, jewellery including silver bars and gold, computers and parts, electrical household appliances,
soybean, soybean meal, wheat, cotton, dairy products

Country Profile Sources:

1A World Factbook, , available athttps:/ fwiww.cla.gov/librany/p es/th Ad-F: geos/ar htmi, accessed on 05 July 2016.
OECD, Warld indicators of Skiils for Employment {\WISE], lable at http://stats.oscd org// aspdueryld=627T5, accessed on 05 July 2016,
ILOSTAT Database, Country Data, available at hitp:/fwww. lo.orgfilostat/faces help_homa/data_by_country?_adf.ctrl. yodsmimdf 48 afrl L0700, act don 05 July 2016,

Services constituted around 56 per cent of GDP in 2017. Within services, the most important are
wholesale and retail trade; transport, storage and communication; hotels and restaurants; and public
administration, defence and social security.

In line with Thailand’s export-orientation, the industry sector is also an important part of the Thai
economy. In 2017, industry (which includes the manufacture of many exports) contributed to around
36 per cent of GDP. Agriculture also makes a significant contribution - around 8 per cent of GDP.

Prime Minister Thaksin Shinawatra came into power in Thailand in 2001 and brought with him a
business focus and the objective to grow the economy. During this period, Thailand experienced
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reduced uncertainty and increased overall employment. However, with a focus also on efficiencies,
the government reduced its labour force, with most of this labour absorbed into the trade and other
market services sector (a sector that has experienced strong growth since 2002).

Thailand is the largest rice exporter in the world, and it is not surprising to note that agriculture is the
largest employer. Employment in agriculture has remained relatively stable over the past 15 years,
with a slight dip observed in 2014.

Manufacturing employment levels have also been relatively stable. However, research by the OECD’s
Programme for International Student Assessment has highlighted that there is a gap in the basic
demands of industry.

Figure 48: Employment by sector (1998 - 2014) Figure 49: Labour Force by occupation
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In terms of the composition of the labour force, the largest proportion of workers in Thailand are in
the skilled agriculture and forestry occupation. There has been a decrease in this occupation’s share
of the labour force, falling from 41 per cent to 35 per cent between 2003 and 2011. Given strong
growth in employment in the trade and other market services sector, it is unsurprising that the service
and sales worker occupations has also grown as a share of the total labour force (from 13 per cent to
20 per cent by 2011).

Thailand’s informal sector accounts for around 40 per cent of total non-agriculture employment.
Within this group, the trade sector has two-thirds of its workers employed in the informal economy.
Around half of all workers in the transportation and construction sectors are also employed in the
informal sector.

As the Thailand economy continues to develop, and tourism continues to be a significant part of the
economy, there will likely be more demand for up skilling in services skills, such as hospitality, food
and beverage, and tourism.
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Figure 50: Share of employment in informal sector (2010)

Source: International Labour Organisation (2016)

5.2.9.2 Examples of skills shortages

Zeufack (2006), in association with the World Bank, note that it takes about seven weeks to fill a job
in Thailand and about 90 per cent of firms had a vacancy to fill in the skilled production worker
category for two years running. “Applications not having the right skills” and/or “applications not
having the right technical skills” were cited as the major cause for prolonged open vacancies.

The Australian Trade Commission report on ASEAN workforce skills — employer survey 2013, notes
that Thailand indicated the strongest requirement for English language training across all industries.
Also Thailand faces an uneven quality and quantity (shortage) of skilled workers, with quality
discrepancies more severe in science, technology and related fields. Walsh (2014) confirms this
finding by showing that the percentage of skills gaps in the Thailand IT sector is 25 per cent. A similar
conclusion is reached by the Economic Intelligence Centre that shows there is a lack of skills to meet
employer’s needs, particularly for technicians, engineers and scientists. This is concretely
demonstrated by a study of Japanese manufacturing firms in Asia. It found that Japanese firms in
Thailand experienced the most difficulty in recruitment of regular staff and employing engineers with
sound practical skills and language ability (Ramos, 2016).

5.2.9.3 Stakeholder experiences

Australian government stakeholders referred to a broad collection of priority industries that the
Thailand government has identified. These include logistics, medical professions, aviation and
advanced manufacturing. Aviation was identified due to the need for aircraft maintenance and other
procedures to meet international standards. More broadly, it was identified that most industries need
up-skilling due to the labour productivity gaps between Thailand and advanced economies.

The Thai government are focussing on a strategy called ‘Thailand 4.0" which aims to bring Thailand
out of the middle income trap through advances in innovation and creativity. This is part of a 20-year
strategy that builds on ‘Thailand 1.0, 2.0 and 3.0" which focussed on agriculture, light industry and
heavy industry respectively. The direction suggests services will play a significant role in the future
Thai economy and workers will likely require significant up-skilling.

Training stakeholders have identified aged care, in particular, as a skill gap in Thailand. They also noted
that other services skills, such as hospitality, food and beverage, and tourism had potential training
needs in Thailand.

Manufacturing industry stakeholders noted that they engage directly with factories in Thailand, hence
skills in communication, logistics and quality control are valuable for this industry. Components for
manufactures are also frequently sourced from Thailand, further highlighting the need for good
logistics and transport practices to best engage with global value chains.
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0.210 Solomonisiands

The Solomon Islands are a group of islands in the South Pacific Ocean, lying to the east of Papua New
Guinea or approximately 2,000 kilometres to the north-east of Australia.
5.2.10.1 Economic and employment backdrop

The Solomon Island economy is largely dependent on agriculture, fishing, and forestry. Over three-
quarters of the Solomon Island labour force is engaged in subsistence and fishing.

The Solomon Islands export forestry and agriculture products, and has a strong tourism sector. The
economy depends on imports for most manufactured goods, fuels and chemicals.

Figure 51: Solomon Islands Economy and Industry

Economic data

US§1.324 billion (2017 est.)

Gross Domestic Product (PPP) US$51.28 hillion (2016 est.)
U551.248 billion (2015 est.)
Agriculture: 34.3%

GDP composition by sector Industry: 7.6%

Services: 58.1% (2017 est.)

3.2% (2017 est.)
GDP growth 3.5% (2016 est.)
2.5% (2015 est.)

GDP per capita Us$2,200 (2017 est.)
Education expenditure 10% of GDP (2010)
Ease of doing business 87 (2014)

Industry structure

Major agricultural products

cocoa, coconuts, palm kernels, rice, fruit; cattle, pigs; fish; timber

Industries fish (tuna), mining, timber
Major export partners China 64.5%, Italy 6.2%, Switzerland 4.6%, Philippines 4.4% (2017)
Major exports timber, fish, copra, palm oil, cocoa, coconut oil

Major import partners

China 21.9%, Australia 19.6%, Singapore 10.7%, Vietnam 7.5%, NZ 6.2%, Papua New Guinea 5%, South Korea 4.7%
(2017)

Major imports

food, plant and equipment, manufactured goods, fuels, chemicals

Country Profile Sources:

Cla World Factbook, , available &t https://www._ciz.gov/library/ publications/reseurces/the-world-factbook/geos/ar.html, accessed on 21 August 2018,
‘DECD, World Indicaters of skills for Employment (WISE), available at httpz//stats.cecd.org//fIndex aspx¥Queryid=82775#, accessed on 21 August 2013,
ILOSTAT Database, Country Data, available at http:/fwww.ilo.orgfilostat/faces/help_home/data_by_country?_adf.ctri F 48 _afrL

1607009, sccessed on 21 August 2018,

5.2.10.2 Examples of skills shortages

A report commissioned by AusAID looked at skills gaps in the Solomon Islands using a range of
indicators (Curtain, 2013). Using business survey data, the greatest shortages were found in finance,
construction and management roles. There were also moderate skills gaps in logistics and
manufacturing roles. A further breakdown of construction roles that were hard to fill included
designers, trades, and directors (Curtain, 2013).

5.2.10.3 Stakeholder experiences

Training stakeholders identify that the Solomon Islands, like many pacific islands, have unique
economic and labour force requirements due to their geographic traits. Generally, most trades have
skills gaps, particularly plumbing.
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h3 SouthAsia
(Bangladesh, Indlia, Pakistan. SriLanka)

In the South Asia region, this study has considered India, Bangladesh, Pakistan and Sri Lanka.

041 KeyThemesinthe Region

At the sectoral level, agriculture is a significant employing industry in South Asia. However, it does not
always reflect a significant share of GDP, which can be one major factor in explaining the labour
productivity gaps shown in Figure 53. Trade and other market services are major employers in the
region, and typically have the greatest growth in employment and contribution to GDP.

Significant sections of the economies in South Asia consist of informal employment. This presents
major opportunity for improving work practice, building formal sectors, and up-skilling labour. For
example, an estimated 93 per cent of India’s construction workers are informally employed, which
suggests major skills gaps in providing business and residential construction services for a population
of over 1.3 billion.

Remittances are also a significant contributor to GDP in South Asian economies. Due to the high
availability of labour, many workers from India, Sri Lanka, Bangladesh and Pakistan travel abroad for
work and send money back home to families. This highlights the need for up-skilling strategies to
address both local and regional skills gaps, to allow skilled workers to achieve higher wages, and
meet international or country-specific occupational standards.

Most firms that explicitly acknowledge skills gaps in South Asia are foreign owned and/or export
focussing businesses. Figure 52 shows the distribution of skills gaps in South Asia across several
business types. Comparing countries within South Asia, Pakistan has the greatest acknowledged
skills gaps on average, with particularly high skills gaps identified by foreign-owned businesses. India
has a relatively low share of businesses identifying workforce education as a skill gap, however, the
associated volumes of under-skilled labour in this country present a major need for improved
education and training.

Figure 52 Per cent of South Asia firms identifying an inadequately educated workforce as a major
constraint

60% m Manufacturing
% Services
m Exporting
#% Non-exporting
m Domestic

w Foreign owned

40%

20%

0%
India (2014) Sri Lanka (2011)  Pakistan (2013) Bangladesh (2013)

Source: World Bank Enterprise surveys (2016)
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Figure 53 Labour productivity per person employed in 2015 US$ (converted to 2015 price level with
updated 2011 PPPs)
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Labour productivity indicates the average output per worker, and shows broad comparisons between
the labour forces of different economies. Figure 53 shows that labour productivity is significantly
lower in the selected South Asia countries than in Australia — which is expected between advanced
and emerging economies.

Sri Lanka has the highest labour productivity in the group, and along with India, has been experiencing
a positive trend in recent years. Labour productivity growth is relatively stagnant in Pakistan and
Bangladesh, suggesting a more immediate need for strategies to improve productivity. Note that up-
skilling is only one component of improving the effectiveness of a labour force. Additional
considerations are the availability of capital (such as machinery, plant, vehicles and other
investments), and the quality of institutions (protection of property rights, adequate social services,
law and order, government corruption).

Training and government stakeholders have identified many skills gaps and opportunities across the
region, including retail, construction and many different trades. ldentifying the correct training product
was frequently discussed, and focussed on the very different employment structures and job roles in
the region, in addition to the need for the labour force to have the flexibly to work in other countries.
This feedback has been incorporated into the key findings on page 5 and is discussed further in the
following section.
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India is located in South Asia, sharing a border with Pakistan, China, Nepal and Bangladesh. India’s
economy encompasses a wide-ranging set of activities — from traditional farming and handicrafts
through to modern industries and services.

5.3.2.1

Economic and employment backdrop

India’s service sector contributed to over 60 per cent of the country’s GDP in 2017, with industry
providing just under a quarter of GDP and agriculture providing the remainder (15 per cent).

Despite its lower contribution to GDP, the agriculture sector provides the bulk of employment
opportunities, accounting for almost half of the entire workforce in India.

The CIA World Factbook lists the key challenges to India’s longer term growth prospects as " India's
discrimination against women and girls, an inefficient power generation and distribution system,
ineffective enforcement of intellectual property rights, decades-long civil litigation dockets, inadequate
transport and agricultural infrastructure, limited non-agricultural employment opportunities, high
spending and poorly targeted subsidies, inadequate availability of quality basic and higher education,
and accommodating rural-to-urban migration”(CIA, 2018).

Figure 54: India Economy and Industry

US55.459 trillion (2017 est.)

Industry structure

Gross Domestic Product (PPP) Us$8.831 trillion (2016 est.)
US$8.165 trillion (2015 est.)
GDP composition by sector Industry: 23%
Services: 51.5% (2016 est.)
GDP growth 6.7% (2017 est.)
GDP per capita US57,200 (2017 est.)
Education expenditure 3.8% of GDP (2013)
Ease of doing business 142 {2014)

Major agricultural products rice, wheat, oilseed, cotton, jute, tea, sugarcane, lentils, onions, potatoes; dairy products, sheep, goats, poultry; fish
i textiles, chemicals, food processing, steel, transportation equipment, cement, mining, petroleum, machinery, software,
pharmaceuticals
Major export partners US 15.6%, UAE 10.2%, Hong Kong 4.9%, China 4.3% (2017)
etroleum products, precious stones, vehicles, machinery, iron and steel, chemicals, pharmaceutical products, cereals,
Major exports p p - P ¥ - Yo s . P p , ,
apparel
Major import partners China 16.3%, US 5.5%, UAE 5.2%, Saudi Arabia 4.8%, Switzerland 4.7% (2017)
Major imports crude oil, precious stones, machinery, chemicals, fertilizer, plastics, iron and steel
Country Profile Sources:
cla world Fac! , Fvailable at https:/fwwnw.cia gov/li ications/resources/the-warldfacthook/z=os/2r htm, zccessad on 21 August 2018

OECD, Wor
ILOSTAT Dats

tors of skills for Employment (WisE], available st
, Country Data, availzble at hetp:fwwwilo.orgfilostat/faces/halp_homa/data_by_country?_adf.ctrl-stats=yddsm3mdf_48_sfrLoop=404023031607008, sccessed on 21 AUgust 201E.

offstats.oecd.org//index. aspx?Queryld=62775%, accessed on 21 AUZUST 2018.

Despite continuing to maintain its status as the highest employing sector in India, agriculture sector
employment has declined, falling by an average of just under 2 per cent per year annually between
2005 and 2010. The other industry to register a decrease in employment is manufacturing, shrinking
at an average of around 1 per cent per year.

The fastest growing sector has been construction, growing at a compound rate of just over
11 per cent annually, albeit from a relatively small base. This has brought employment in the
construction sector up to almost the same level as employment in manufacturing.

The trade and other market services sector has maintained its place as the second highest employer
in the country, having also grown over this period, albeit at a more modest compound rate of 1.5 per

cent per annum.
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Figure 55: Employment by sector (2005 - 10) Figure 56: Labour Force by occupation
(2005-10)
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India’s population are employed across a range of different occupations. In line with the dominance of
agriculture employment, skilled agriculture and forestry and fishing workers make up around one-third
of the India labour force. Elementary occupations generally require only basic skills, and these
occupations are also around one-third of the India labour force, indicating a huge potential to up-skill
the labour force.

Between 2005 and 2010, the share of elementary occupations, managers, and professionals all
increased, while the share of plant and machine operators and assemblers, and service and sales
occupations in the labour force decreased. With the decrease in agriculture employment, the
proportion of skilled agriculture and forestry and fishery occupations in the labour force also fell, from
38 per cent to 32 per cent over the same period.

Figure 57: Share of employment in informal sector (2009-10)
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Source: International Labour Organisation (2016)

Figure 57 shows the proportion of employment in the non-agriculture informal sector. Across all non-
agriculture industries, a staggering 84 per cent of all employment is in the informal sector. Of this,
nearly all employment in both the trade and construction industries is in the informal part of the
economy. A significant share of employment in the informal sector may indicate a significant sized
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informal economy. Drawing these activities into the formal economy will likely require regulatory
reform and up-skilling of both workers and management.

5.3.2.2 Examples of skills shortages

The National Skill Development Corporation (NSDC) has been set-up in India to address skills gaps
and build training capacity to meet the needs of industry. They have a mandate to train 150 million
people by 2022. NSDC have published a large range of analysis of labour markets in India across
regions and sectors.

KPMG India was commissioned by NSDC to report on the construction industry labour market. Their
research highlighted that the construction workforce is expected to grow from 45 million in 2013 to
76 million by 2022. The presents a major need for up-skilling, particularly as 83 per cent of the sector
is estimated to be unskilled (KPMG, 2013). Of the construction workers, approximately 90 per cent of
the workforce are engaged in building construction, with small shares in demolition, plumbing and
electrical activities. Approximately 10 per cent of the labour force are engaged on infrastructure
projects, such as roads and railways (KPMG, 2013).

Figure 58: Construction employment in India (2011)  Figure 59: Transport and Logistics occupations
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Another study commissioned by NSDC analysed skills gaps in the transport and logistics industry
(KPMG, 2013). This study presents forecasts on the number of workers required in sub-sectors of this
industry (see Figure 59). Of the forecasted 28.4 million workers in the sector, the dominant employing
groups include passenger road transport (54.9 per cent) and road freight (34.8 per cent). Skills in
related occupations are expected to be in high demand over the medium-term.

Research by KPMG into the retail sector in India identified the growth of the middle class as
determining major skill changes in the Indian economy (KPMG, 2014). It is noted that rising incomes
and purchasing power, increased real estate infrastructure investment, and efficiencies achieved
through supply chain developments will increase demand for retail skills significantly. The Indian retail
sector was estimated to be 12 to 15 million fragmented outlets, worth USD $534 billion in 2013-14.
Consolidation of the industry, and a shift from informal sector outlets is expected to increase demand
for retail skills that can improve productivity in the sector (KPMG, 2014).

EIU (2015) identify skill shortage in many trades across India, particularly in construction — with
employment expected to grow at six times the rate of IT roles up to 2022. An estimated 83 per cent
of construction labourers are characterised as unskilled, and typically representing poor segments of
the population (EIU, 2015). Cited in the report, a major construction company noted that construction
management degrees are very new to India, so the skill gap has not been closed yet and this will
likely take some time. Particular skills needed within this sector include procurements, supply chain
management, and equipment selection and design (EIU, 2015).
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International mobility is a major factor for the Indian labour force, with 4.2 million Indian nationals
migrating to developing economies, and 10 million migrating to emerging economies in 2013 (ASB,
2015). This highlights the needs for up-skilling not only to meet the local labour force needs, but also
to meet many other skills gaps across the region.

5.3.2.3 Stakeholder experiences

Australian government stakeholders have provided a range of insights into up-skilling India’s labour
force. India has ambitious growth goals, such as up-skilling multi-millions of workers and improving
living conditions (e.g. a toilet in every building). As an emerging economy, India is experiencing major
growth in its middle-class population, which will increase demand for quality across many goods and
services.

Regarding industry-specific skill demands within India, several were noted by Australian government
stakeholders. Mining and mineral exploration was seen to be a growing sector that Australia’s
strengths are particularly well matched to. Tourism, hospitality and retail were seen as important
service-based growth areas. Interestingly, India’s Defence sector is receiving policy attention and is
driving the need for up-skilling in sectors such as advanced manufacturing and naval operations. There
are also potential skills gaps in nuclear and uranium industries, which have recently entered trade
deals with Australia.

Politically, unemployment is a major issue noted by Australian government stakeholders. While broad
up-skilling will have positive effects on the economy, there is likely to be short-term adjustments and
jobs losses if occupations consolidate. This touches on many political and development challenges in
addressing skill needs. Also, a shift of many government provided jobs and services to the private
sector is changing the skill needs of the labour force.

Training stakeholders have emphasised the complexity of the Indian market, which presents a need
for targeted and flexible training. On the issue of competitors from other international VET providers,
training stakeholders have noted that the volume of up-skilling is so great that plenty of market
potential is available for the right product. To that end government stakeholders have indicated that a
collaborative approach with countries such as Germany, Singapore and Japan may be advantageous.

Manufacturing industry stakeholders have noted that transport and logistic skills are in urgent need in
India. There are ports where large queues of trucks wait for days, and product can become spoilt,
particularly if it rains. This is frustrating businesses looking to build their supply chain.

Multiple stakeholder groups have emphasised the different structure of the labour force, and the need
to deliver training accordingly. Many skill sets and occupations performed by a single worker in
Australia are often done by many workers in India. For example, an Indian retailer can have separate
workers for greeting, customer service, point-of-sale operation, bagging and packaging, shelf-stocking
and other functions — while in Australia all or most of these tasks may be performed by the same
worker. This highlights the need for up-skilling to target not only growth industries, but the
particularities of the labour structure.
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033 Bangdladesh

Bangladesh sits between India and Myanmar in South Asia. The CIA World Factbook describes it as a
country with “political instability, poor infrastructure, corruption, insufficient power supplies, and slow
implementation of economic reforms” (CIA, 2018).

5.3.3.1 Economic and employment backdrop

Despite this difficult setting, Bangladesh has achieved around 6 per cent economic growth annually
since 1996.

The service sector is an important part of the Bangladesh economy, contributing to more than half of
GDP in 2017. The largest individual contributors to GDP growth in Bangladesh in the same year fall
outside of this sector, achieved through garment sector exports and remittances from overseas
Bangladesh workers.

On the employment front, it is the agriculture sector that dominates in terms of numbers of
employees, with rice the most important individual agricultural product.

Figure 60: Bangladesh Economy and Industry

Economic data

US$687.1 billion (2017 est.)
Us$641 billion (2016 est.)
U55599.9 billion (2015 est.)

Gross Domestic Product (PPP)

Agriculture: 14.2%

GDP composition by sector Industry: 29.2%
Services: 56.5% (2017 est.)
7.1% (2017 est.)
GDP growth 7.2% (2016 est.)
6.8% (2015 est.)
GDP per capita US$4,200 {2017 est.)
Education expenditure 2.5% of GDP (2016)
Ease of doing business 173 (2014)

Industry structure

Major agricultural products rice, jute, tea, wheat, sugarcane, potatoes, tobacco, pulses, oilseeds, spices, fruit; beef, milk, poultry
jute, cotton, garments, paper, leather, fertilizer, iron and steel, cement, petroleum products, tobacco,

Industries pharmaceuticals, ceramics, tea, salt, sugar, edible oils, soap and detergent, fabricated metal products, electricity,
natural gas

Major export partners Germany 12.9%, US 12.2%, UK 8.7%, Spain 5.3%, France 5.1%, Italy 4.1% (2017)

Major exports garments, knitwear, agricultural products, frozen food (fish and seafood), jute and jute goods, leather

Major import partners China 21.9%, India 15.3%, Singapore 5.7% (2017)

Major imports cotton, machinery and equipment, chemicals, iron and steel, foodstuffs

Country Profile Sources:

©la world Factbook, | available at https://wunw.cia.gov/library/publications/resources/the-warld-facthook/gzos/ar. html, accessed on 21 August 2018,

OECD, World Indicators of skills for Employmant

[WISE], availzblz at http://stats.oecd.org//Index. aspx?Queryld=62775#, accessed on 21 August 2048

ILOSTAT Database, Country Data, available at hitp://wwwi.ilo.org/ilostat/faces/help_home/data_by_country?_adf.ctrl-state=yddsm3mdf_4&_afrloop=404028031607002, accessed on 21 August 2018,
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Figure 61 shows that employment in the agricultural sector significantly declined between 2000 and
2003, and while this sector still remains the dominant employer in the country, employment in the
trade and other market services sector has grown over this same period.

Figure 61: Employment by sector (2000-10) Figure 62: Labour Force by occupation
(2003-11)
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There has been an increase in the share of higher-skilled occupations in Bangladesh, with technicians
and associate professionals, professionals and managers more than doubling their workforce
contribution from an overall 8 per cent in 2003 to 20 per cent in 2011. Of the lower-skilled workers,
craft and related trades fell from 22 per cent of the total labour force in 2003 to only 13 per cent in
2011, and the share of skilled agriculture and forestry and fishery workers decreased significantly
from 51 per cent of the labour force to 30 per cent over the same period. While data reclassifications /
inconsistencies may be impacting the exact size of these changes'3, it is likely that the trend of a
movement to higher skilled occupations is real.

Figure 63: Informal economy share (2013)
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Source: World Bank Enterprise survey (2016)

3 For example, there were no unclassified or elementary occupations in the 2003 data set.
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Figure 63 shows that in 2013, around 14 per cent of businesses in the Bangladesh economy were
unregistered when they first started operating. However, nearly 40 per cent of firms identify as facing
competition from unregistered or informal businesses, indicating that the informal sector is still a
significant part of the Bangladesh economy. Similar to India, as the economy continues to develop,
parts of the informal sector will likely move into the formal economy. This will potentially include
regulatory reform and create demand for up-skilling of both workers and management.

5.3.3.2 Examples of skills shortages

Research by EDFI (2016) presents a case study on a garment manufacturer in Chittagong, where it
was easy for the company to find workers, but they required in-house training to be prepared for the
roles. Specific skill shortages include fashion-design skills, production mid-management, and more
broadly basic hygiene and sanitary knowledge for the very unskilled portion of the workforce (EDFI,
2016). One strategy to address this skill gap was collaborating with a local polytechnic to teach their
own sewing machine operator course. The garment manufacturer also noted a significantly lacking
textile industry to produce high quality fabrics. They would like to source locally, but need to import
from China where better spinning facilities produce superior fabrics that the company needs.

Research by The Economist Intelligence Unit (EIU) notes that for agricultural workers in northern
Bangladesh, high illiteracy rate and low income cause an inability for workers to utilise media — which
significantly limits their productivity improvements. The study, commissioned for British Council
referenced Australia’s MySkills program as a positive initiative, and further identified that TVET
courses in mechanisation, fertilisers, crop diversification and irrigation could improve yields and help
the economy (EIU, 2015).

5.3.3.3 Stakeholder experiences

Many of the India labour market trends discussed by stakeholders are also present in Bangladesh.

As in other parts of South Asia, much of the labour force travel to the Middle East for work and send
remittances back. This has been noted by Australian government and education stakeholders, and
broadens the up-skilling requirements for the local labour force beyond the domestic economy needs.
In addition, it has been noted that Bangladesh may have skill shortages in textile manufacturing.
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034 Pakistan

Pakistan is located in South Asia, with Iran and Afghanistan to the west, China to the north, and India
to the east. The CIA World Factbook identifies Pakistan as having “a challenging security
environment, electricity shortages, and a burdensome investment climate (which has) deterred
investors” (CIA, 2016). Low levels of investment has, in turn, meant low growth and
underdevelopment across the country.

Pakistan has a growing and rapidly urbanising population, which will drive higher demand for goods
and services, and also require much stronger economic growth to support.

5.3.4.1 Economic and employment backdrop

Pakistan recorded relatively weak annual growth, averaging only 3.5 per cent per year from 2008 to
2013. After the implementation of a three-year government/IMF co-ordinated economic reform
program started in 2013 — which helped with the macroeconomic stability of the country and boosted
the credit rating, real annual GDP growth has improved. According to the World Bank expected
growth in 2018 is forecasted to be 5.5 per cent.

Figure 64: Pakistan Economy and Industry

Economic data

US551.055 trillion (2017 est.)
Gross Domestic Product (PPP) U551.011 trillion (2016 est.)
US$972 hillion (2015 est.)

Agriculture: 24.7%
GDP composition by sector Industry: 13.1%

Services: 56.3% (2017 est.)

5.3% (2017 est.)
GDP growth 4.5% (2016 est.)
4,1% (2015 est.)

GDP per capita US55,400 (2017 est.)

Education expenditure 2.8% of GDP (2017}

Ease of doing business 128 (2014)

Industry structure

Major agricultural products cotton, wheat, rice, sugarcane, fruits, vegetables; milk, beef, mutton, eggs

- textiles and apparel, food processing, pharmaceuticals, surgical instruments, construction materials, paper products,

Industries 3% :
fertilizer, shrimp

Major export partners US 17.7%, UK 7.7%, China 6%, Germany 5.8%, Afghanistan 5.2%, UAE 4.5%, Spain 4.1% (2017)

NiloE oS .lextiles {garments, bed linen, cotton cloth, yarn), rice, leather goods, sporting goods, chemicals, manufactures, surgical
instruments, carpets and rugs

Major import partners China 27.4%, UAE 13.7%, US 4.9%, Indonesia 4.3%, Saudi Arabia 4.2% (2017)

s petroleum, petroleum products, machinery, plastics, transportation equipment, edible oils, paper and paperboard, iron
RACLY and steel, tea

Country Profile Sources:

Cla world Factbook, |, available at httpsy//www.cia.gov/library/publications/ resources/the-world-facthook/geos/ar html, accessed on 21 August 2018,

QECT, World & rs of skills for Employment [WISE], availzble at http://stats.cecd.org//indes.aspr?Queryld=62775#, accessed on 21 August 2016,

ILOSTAT Database, Country Data, availzblz at htpy/fwww ilo.org/ilostat/faces/help_home/data_by_country?_adf ctrl-state=yddsm3mdf_4&_afrloop=404023031607008, sccessed on 21 AUgust 2018,

Like many other countries in this region, the Pakistan economy is heavily dependent on agriculture
activity. This sector contributes around one-quarter of GDP and almost half of employment. Services
contribute over half of GDP and just over one-third of total employment.

Textiles and clothing are the largest exports for Pakistan, and are key revenue earners along with
remittances from overseas workers (which average more than $1.5 billion per month).

Figure 65 highlights the dominance of the agriculture sector as an employer. Agriculture employs the
largest workforce followed by trade and other market services.

Between 1998 and 2002 employment growth was relatively subdued across all sectors. Since 2002,
there has been steady growth in employment across the economy. The agriculture and construction
sectors have each achieved close to 5 per cent average annual employment growth between 2002
and 2008.
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Figure 65: Employment by sector (1998 - 2008) Figure 66: Labour Force by occupation
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The second figure above examines the skill levels across the economy, as indicated by the
employment composition. Reflective of the agriculture sectors significant share of employees, skilled
agriculture and forestry and fishery workers contribute to over one-third of occupations in the labour
force. Elementary occupations are the next highest group, with around one-fifth of the labour force in
this category. Higher-skilled workers — in the form of technicians and associate professionals,
professionals and managers — are a small part of the labour force, indicating significant capacity for up
skilling of the Pakistani workforce.

Figure 67: Share of employment in informal sector (2010)
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Source: International Labour Organisation (2016)

Figure 67 indicates that Pakistan has a relatively large informal sector, with almost 80 per cent of total
non-agriculture employment identified as working in the informal economy. The share of employment
in the informal sector is the highest in construction (97 per cent) followed by trade (96 per cent) and
transportation (85 per cent).
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Pakistan’s official unemployment rate in 2015 was estimated at 6.5 per cent. However, it is unlikely
that this figure fully captures the informal sector, or the fact that underemployment remains high. A
large informal sector or high levels of underemployment can conceal deeper employment issues, and
underlying skills gaps.

This is supported by the World Bank Enterprise surveys (2016) which show that Pakistan has the
largest number of firms who reported failure to secure the right skills to fill job vacancies (as shown in
Figure 52). Pakistan achieved the highest percentage of firms in Asia reporting an inadequately
educated workforce as a major constraint, this was an issue particularly identified by “foreign owned”
firms in Pakistan.

5.3.4.2 Examples of skills shortages

Research by EDFI (2016) presents a case study of Engro — a group of fertilisers, foods, energy, and
petro-chemicals businesses — operating in Pakistan. With a good reputation, they are able to source
highly skilled engineers and business graduates. As a pioneering firm in many specialist industries,
such as energy generation from permeate gas, they have to train new workers in-house. With
fertiliser production operations in rural Ghotki District, they also experience a geographic challenge
due to the low levels of educational attainment in the local population. Specific skills gaps highlighted
include agronomists, experienced fertiliser experts, chemical plant operators and maintenance
technicians.

Research by CARE (2015) into human capital development in Pakistan highlights the issue of gender
equality and the impact on up-skilling and education. Of their sample of businesses interviewed, the
only firms that employed women were garments industries in the textile sector. However, economic
compulsions can override cultural constraints, particularly in rural communities — presenting a possible
openness to more VET participation (CARE, 2015).

Training infrastructure was also identified as an issue, with one Pakistani training institute noting that
they offered a computing course, but no training computers were provided. Another training centre
offers auto-mechanic courses, but only has a tractor engine to study on (CARE, 2016).

5.3.4.3 Stakeholder experiences

As in other parts of South Asia, much of the labour force in Pakistan also travel to the Middle East for
work and send remittances back. This has been noted by Australian government and education
stakeholders, and broadens the up-skilling requirements for the local labour force beyond the
domestic economy needs.

Stakeholders identified family-subsistence agriculture as a potential issue in Pakistan, seeing
developing Agriculture as an area ripe for opportunity. Other industries were also identified as having
opportunity in Pakistan, such as hospitality and tourism; and car assembly. Pakistan was seen as a
potential low cost hub for manufacturers, with a reasonable friendly regulatory environment.

Australian government stakeholders and training stakeholders have noted that political and economic
problems in Pakistan make many foreign business ventures, including VET, a challenge. Despite this,
up-skilling opportunities are certainly present, and the government particularly identifies VET as a
strategy to address youth unemployment and prevent radicalisation.
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040 Jlanka

Sri Lanka is an island in South Asia, lying to the south east of India. With the Sri Lanka government'’s
focus on reconstruction and development projects, the country has recently achieved relatively strong
economic growth. However, the country is facing a budget challenge with high deficits and low tax
revenues.

5.3.5.1

Growth in the Sri Lanka economy has slowed as it attempts balance the countervailing forces of
economic growth and fulfilment of obligations under the IMF program it began in 2016. The growth
that has occurred has been largely through activities in the services sector, contributing to over 60 per
cent of GDP in 2017. Industry sector activity contributed around 30 per cent of GDP, while agriculture
only contributed to around 8 per cent of total GDP.

Economic and employment backdrop

Despite its small share of GDP, agriculture employs a disproportionate percentage of the Sri Lankan
labour force; roughly on par with that of the industry sector at 26 per cent.

Figure 68: Sri Lanka Economy and Industry

Gross Domestic Product (PPP)

US$274.7 billion (2017 est.)
Us$263 billion (2016 est.)
US$250.4 billion (2015 est.)

Agriculture: 7.8%

GDP composition by sector Industry: 30.5%
Services: 61.7% (2017 est.)
3.1% (2017 est.)
GDP growth 4.5% (2016 est.)
5% (2015 est.)
GDP per capita US512,800 (2015 est.)
Education expenditure 3.5% of GDP (2016)
Ease of doing business 99 (2014)

Industry structure

Major agricultural products rice, sugarcane, grains, pulses, oilseed, spices, vegetables, fruit, tea, rubber, coconuts; milk, eggs, hides, beef; fish
processing of rubber, tea, coconuts, tobacco and other agricultural commodities; telecommunications, insurance,

Industries banking; tourism), shipping; clothing, textiles; cement, petroleum refining, information technology services,
construction

Major export partners US 24.6%, UK 9%, india 5.8%, Singapore 4.5%, Germany 4.3%, Italy 4.3% (2017)

Major exports textiles and apparel, tea and spices; rubber manufactures; precious stones; coconut products, fish

Major import partners India 22%, China 19.9%, Singapore 6.9%, UAE 5.7%, Japan 4.9% (2017)

Major imports petroleum, textiles, machinery and transportation equipment, building materials, mineral products, foodstuffs

Country Profile Sources:

k, , svailable at https:/fwww.cia gov/library/publications/resources/the-world-factbook/zzos/ar htm|, accessed on 21 August 2048
tors of Skills for Employment (WISE), availsble at hitp://stats.oecd.org//Index. 2spx?Queryid=62775#, accessed on 21 August 2018

ILOSTAT Database, Country Dats, available at hotp:/fwww ilo.orgfilostat/faces/halp_home/data_by_country?_adf.ctrl-state=yddsm3mdfi_4&_afrloop=404028031607002, sccessed on 21 AUgust 204E.
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Employment in the trade and other market services sector was the fastest growing, more than
doubling between 1998 and 2014. While there was also significant growth in employment in the
public administration and other social services, manufacturing, and construction sectors, there was a
slight decline in agriculture employment.

Figure 69: Employment by sector (1998 - 2014) Figure 70: Labour Force by occupation
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The share of the labour force made up by elementary occupations decreased from 25 per cent in
2003 to 20 per cent by 2012. There also has been a significant decrease in the proportion of
managers from 8 per cent in 2008 to only 2 per cent in 2012. This decrease was compensated by a
proportionate increase in service and sales workers. With strong growth in both the trade and market
services sector, and the service and sales workers occupation — this may indicate a developing need
for more workers with these skills.

Figure 71: Share of employment in informal sector (2010)

Source: International Labour Organisation (2016)

A relatively large proportion of economic activities in Sri Lanka take place in the informal sector, with
over 60 per cent of total non-agricultural activity employment in the informal economy. Almost all
construction workers are part of the informal economy, along with almost 80 per cent of all trade and
transportation workers.
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5.3.5.2 Examples of skills shortages

Sri Lanka's education system is failing to develop the right skills that prepare workers for their
respective jobs, especially in technical skills such as the ability to write and effectively communicate.
The national Planning Department estimates that about 152,000 individuals join the labour market
each year without training. A report by KPMG (2007) reveals there is a prevalent skills gap at the
expert level, where only 10 - 40 per cent received training. Training was also limited at the
intermediate level.

A comprehensive study commissioned by the World Bank analyses skills gaps and VET in Sri Lanka
and presents a range of challenges for the labour force (Dundar et al., 2014). Nearly all individuals with
higher education use cognitive skills, however, only 52 per cent of those who possess primary and
secondary education use cognitive skills. Every 1 in 10 respondents cited limited literacy as an
impediment to their job search or career growth. Other skills gaps identified include:

only 16 per cent of workers can use computers

only 24 per cent are proficient in English

only 77 per cent of workers actively use teamwork skills

only 50 per cent actively use presentation skills

only 28 per cent of the urban population and 8 per cent of rural residents use computers.

Several skills gaps are discussed at the sectoral level. Tourism is identified as a skill gap that the local
TVET system has not addressed (Dundar et al., 2014). Manufacturing industries have experienced an
increase in skilled labour constraint from 21 per cent in 2004 to 26 per cent in 2011. Sri Lankan
government expenditure on training is particularly high in agricultural, health and construction relative
to other industries (Dundar et al., 2014), highlighting their economic/skilling priorities.

5.3.5.3 Stakeholder experiences

Australian government stakeholders noted the missing middle-ground between a university elite
system and the very low-skilled mass of workforce in Sri Lanka. This presents a significant need for
VET to fill the gap. Sri Lanka is also a recipient of foreign aid, as recognised by the World Bank.
Combined with many aid projects from places like the UK, Germany and Israel, this makes a private
sector venture into VET a challenge.

As in other parts of South Asia, much of the Sri Lanka labour force travel to the Middle East for work
and send remittances back. This has been noted by Australian government and education
stakeholders, and broadens the up-skilling requirements for the local labour force beyond the
domestic economy needs.

Australian government stakeholders noted that Sri Lanka is one of the Indian Ocean Rim Association
(IORA) countries that is participating in transnational standardisation of port operation occupations.
This can assist in better identifying skills gaps with industry and potentially allowing VET to be
properly targeted.
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04 Latin America
(Brazil, Chile, Colombia, Mexico, Peru)

The Latin America countries that have been researched for this study include Brazil, Chile, Colombia,
Mexico and Peru.

041 KeyThemesinthe Region

Analysis of employment data in Latin America shows that service sector jobs (both in trade and other
market services and public and other social services) are generally the main employers across the
region, and are the ones that have experienced the greatest growth over the past decade.

There are very high levels of informal employment across the region, in many of these service sectors
and also, particularly, in construction.

Analysis by the OECD on region-wide skills gaps in Latin America has highlighted that while there are
fewer industries with skills gaps, these skills gaps are concentrated and more severe (Melguizo et al.,
2016). Their analysis identifies two advanced manufacturing industries — machinery and motor
vehicles — as having the largest gap in adequately trained workers.

Industry and government stakeholders have identified aged care, health services and mining related
industries as potential skills gaps and opportunities for training. However, there is a significant issue in
identifying who is willing to pay — students, government or industry.

Figure 72 Per cent of Latin American firms identifying an inadequately educated workforce as a major
constraint
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Source: World Bank Enterprise Survey (2016)

According to World Bank survey data, high percentages of firms have reported inadequate education
of the labour force as a major constraint in Latin American countries. Figure 72 shows that this
constraint is extremely high in Brazil, with 90 per cent of exporting firms and 93 per cent of foreign
owned firms citing this problem. This indicates that there are major labour market skill mismatches,
which will require a combination of labour force adjustments, up-skilling and targeted labour market
and education policies.
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These skills gaps are reflected largely throughout the region. Significant gaps were also identified by
64 per cent of exporting businesses in Chile, 51 per cent of service firms in Colombia, 45 per cent of
exporting firms in Mexico and 45 per cent of foreign owned firms in Peru, each identifying workforce
education as a major constraint.

Figure 73 Labour productivity per person employed in 2015 US$ (converted to 2015 price level with
updated 2011 PPPs)
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Labour productivity in Latin America is lower compared to advanced economies such as Australia.
Brazil, Colombia and Peru sit at the lowest level of productivity, with workers in these economies
producing around US $27,000 of output per worker, compared to US $99,717 in Australia. Chile has
improved significantly over the past two decades. In contrast, Mexico’s labour productivity has
declined since its peak in 1980, which has been attributed in some analyses to a significant increase
of informal employment (McKinsey, 2014). This shows a need for better access to capital and
technology, and an improvement in human capital through up-skilling in these economies — particularly
in Brazil with a population in excess of 200 million.

In KPMG's consultations, training stakeholders have highlighted the distance to market for VET
delivery as a barrier. As travel is one of the major costs for off-shore training, this presents a major
challenge for Australian education providers delivering in Latin America. These costs significantly
affects our competitiveness against more local international educators, particularly from the US and
Canada.
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042 Brazl

The largest country of South America, Brazil has borders with all South American countries other than
Ecuador and Chile. Brazil has a $3.2 trillion economy, measured by GDP (PPP), making it the largest
economy in Latin America, and 7th largest economy in the world in 2015, according to the World
Bank (2016). Over the past decade, Brazil has experienced fast economic growth and a high rate of
poverty and inequality reduction. Economic growth in Brazil from 2003 to 2014 has lifted 29 million
Brazilians out of poverty (World Bank, 2016b).

5.4.2.1 Economic and employment backdrop

Brazil's economy has strong services, mining, manufacturing and agricultural sectors. Despite two
quarters of recession in 2008, Brazil was one of the first economies in the world to begin a gradual
path of recovery. In 2010, Brazil's economy experienced its highest annual GDP growth rate (7.5 per
cent) in the past 25 years. In 2015 and 2016 it experienced its worst ever recession (as reflected in
the table below). Action by the Central Bank in 2017 and economic reforms in 2016 have boosted
recovery efforts as reflected by the positive annual growth in 2017.

Figure 74: Brazil Economy and Industry

Economic data

USS$3.24 trillion (2017 est.)
Gross Domestic Product (PPP) US$3.357 trillion (2016 est.)
US$3.48 trillion (2015 est.)

Agriculture: 6.2%
GDP composition by sector Industry: 21%
Services: 72.8%

1.0% (2017 est.)
GDP growth -3.5% (2016 est.)
-3.6% (2015 est.)

GDP per capita USS15,600 (2017 est.)

Education expenditure 5.9% of GDP {2014)

Ease of doing business 120 (2014)

Industry structure

Major agricultural products coffes, soybeans, wheat, rice, corn, sugarcane, cocos, citrus; beef

industries textiles, shoes, chemicals, cement, lumber, iron ore, tin, steel, aircraft, motor vehicles and parts, other machinery and

equipment
Major export partners China 21.8%, US 12.5%, Argentina 8.1%, Netherlands 4.3% (2017)
Major exports transport equipment, iron ore, soybeans, footwear, coffee, automobiles
Major import partners China 18.1%, US 16.7%, Argentina 6.3%, Germany 6.1% (2017}
Major imports machinery, electrical and transport equipment, chemical products, oil, automotive parts, electronics
Country Profile Sources:
Cla world Factbook, , 2vailable at https:/fwww.cia.zov/librany/publications/resources/the-world-factbooky farhtmi, accessed on 21 August 2018,
OECD, World Indicators of Skills for Employment [WISE), available at http://stats.oecd.org//Index aspx?Queryld=62775%, accessed on 21 August 201E.
ILOSTAT Database, Country Data, available st http:/fwww ilo_orgfilostat/faces/help_homs/deta_by_country?_zdf ctri-state=yddsm3mdf_£&_afrl 1607009, accessed on 21 August 2018,

Brazil's service sector is the largest component of GDP, contributing to around 73 per cent of the
country’s GDP in 2017. The industrial and agriculture sectors represented around 21 per cent and
6 per cent of Brazil's total GDP respectively.

The trade and other market services (part of the broader services sector) is the highest employing
sector in Brazil, accounting for over one third of Brazil's total workforce from the beginning of this
decade.

Over the past five years, Brazil has experienced employment growth in the services sector, while the
agriculture and industry sectors have experienced 17 per cent and 11 per cent decreases respectively.

A transfer in employment from public and other social services to trade and other market services
could partially reflect impacts from the South American economic crisis of 2002, or be a data issue.
Regardless, growth in both service categories have increased steadily since 2002, and are likely to be
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the source of skill needs, with 76 per cent of service firms identifying workforce education as a
constraint (see Figure 72).

ILO occupation data is limited to the years 2003 to 2007, but shows a significant drop in the labour
force share of service and sales occupations, and a large increase in the share of elementary
occupations.

Figure 75 Employment by Sector (1998 — 2014) Figure 76 Labour force by occupation
(2003 - 2007)
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Sources: World Bank Enterprise survey (2016), International Labour Organisation (2016)
Figure 77 shows that over 40 per cent of employment in all non-agriculture industries is in the

informal sector. Construction has the greatest share, with over two-thirds of construction workers
employed in the informal sector.

Figure 77 Share of employment in informal sector (2009)

Source: International Labour Organisation (2016)

5.4.2.2 Examples of skills shortages

In the context of skills gaps in emerging economies, research commissioned by EDFI presents a case
study of a private hospital in Sado Paulo (EDFI, 2016). They found that recruiting high-qualification
professions such as doctors and healthcare specialists is not a problem. However, the hospital
struggles to fill positions in low to medium qualified work, such as auxiliary medical tasks, nursing
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work, and technical support services. These roles also typically experience a high turnover rate, which
exacerbates the challenge of finding skilled workers. The hospital has addressed this issue by
developing in-house training structures, but there is a greater demand anticipated for quality
healthcare workers as the population grows, and better quality healthcare above what public health
provides is demanded. The study also considers broader roles than healthcare, and identifies skills
gaps in technical support functions — such as electricians and plumbers — and specialist mechanics
such as air-conditioning mechanics and x-ray mechanics.

In a survey by McKinsey (2013), 43 per cent of Brazilian youths said they did not do post-secondary
education or training because they could not afford it, while 25 per cent said lack of time due to work
prevented them.

The survey also identified occupations that appeared attractive to youths, providing an indication of
where the future labour force might develop, and sectors that may have a shortfall. Perceptions of
attractiveness were lowest for health care technicians, electricians, mechanics, construction and
customer service occupations. Perceptions of attractiveness for occupations needing a degree were
14 percentage points higher than occupations requiring VET.

Of note, teachers also had a relatively low perceived attractiveness (McKinsey, 2013). This could
highlight a broader issue in developing a strong base of teachers and trainers to facilitate further
learning in the economy.

Figure 78: Youth perception of occupations in Brazil
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Source: McKinsey (2013)

Note: Degree average includes perception on 6 occupations (engineer, doctor/surgeon, lawyer, financial analyst, school teacher,
accountant) that require bachelor or professional degree. VET average includes perception on 12 occupations (web developer,
graphic designer, IT technician, social worker, and roles shown on graph) that require a certificate or no training

5.4.2.3 Stakeholder experiences

Latin America can be a more challenging market to promote Australian education too. However,
growth in the Brazilian mining industry was raised by a number of stakeholders as a potential
opportunity for Australians to up-skill workers. Delivery of training was suggested to have more
potential if done through direct collaboration with industry, as it can be a challenge to promote the
value of Australian education to a more distant market.

Australian government stakeholders in Brazil have noted that there is a major shortfall in skill supply
compared to demand. Several factors contribute to this across schooling and VET. Many school
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students only attend half-days due to financial constraint and lack of teachers. From the private school
system, most students aim for university degrees and careers, leaving a gap in well-resourced VET
students. Stakeholders have also suggested that during the economic downturn in Brazil many people
chose to up skill, increasing both qualifications and potential underutilisation.

The Brazil Federal Government has been focussing on developing VET, with expansions to the
technical training system through Federal institutions. There is an industry system to provide training
called SENAI (translates to National Service for Industrial Training) from one-day workshops to
diplomas. However, these programs are still not meeting the up-skilling that the Brazil labour force
needs.

For Australian VET, there is limited market penetration and knowledge of the quality is not well known
across Brazil. Most students from Brazil look to the United States and Europe for higher education.
Austrade, DFAT and Australian education stakeholder groups are working to change and improve this
knowledge. Improving the professionalisation of VET, and encouraging women to pursue VET careers,
are recognised as potential opportunities for the sector in Brazil. However, challenges of difficult
business environments, language barriers, and local financing for courses will require long-term
investment with a large appetite for risk.

Education stakeholders have also identified mining as a skills need in Brazil. More broadly, they have
echoed the challenges of entering the South American market including that travel by Australian
teachers represents a major cost component of off-shore VET delivery. Direct-to-industry-training
could be a preferred option.

Hotel industry stakeholders have noted the effectiveness of in-house training and working for an
international hotel chain to build a positive skill set for the industry. These skills are transferable to
other parts of the industry. However, the industry perspective on Australian VET providers providing
VET to major hotel chains is that opportunities are limited, despite the high standards of the Australian
hotel and hospitality industry (see case study 3: Tourism, for further discussion).
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Chile is located in South America, sharing a border with Argentina, Bolivia and Peru. The World Bank
ranked Chile as a high-income country and one of Latin America’s fastest-growing economies over
the past decade. However, the economy of Chile has experienced a steady decline in annual GDP
growth in recent years. In 2017, the annual GDP growth rate fell to an estimated 1.5 per cent due to
the declining price of copper which, according to the CIA World Factbook, constitutes 20 per cent of
government revenue as Chile's top export.

5.4.3.1 Economic and employment backdrop

Chile’s economy is characterised by large services, mining and manufacturing sectors, and a high
level of wholesale and retail trade. The largest sector in terms of GDP was the services sector,
contributing to over 60 per cent of the country’s GDP in 2017, with industry providing over one third
of GDP and agriculture providing the reminder (4.4 per cent).

Figure 79: Chile Economy and Industry

Economic data

US$451.1 billion (2017 est.)

Gross Domestic Product (PPP) US$445.4 billion (2016 est.)
US$435.4 billion (2015 est.)

GDP composition by sector Agriculture: 14.3%, Industry: 39.6%, Services: 46.1% (2015 est.)
1.5% (2017 est.)

GDP growth 1.3% (2016 est.)
2.3% (2015 est.)

GDP per capita US524,500 (2017 est.)

Education expenditure 4.9% of GDP (2015)

Ease of doing business 41 (2014)

Industry structure

Major agricultural products grapes, apples, pears, onions, wheat, corn, oats, peaches, garlic, asparagus, beans; beef, poultry, wool; fish; timber
Industizes copPer, lithium, other m'l_nerais, foodstuffs, fish processing, iron and steel, wood and wood products, transport
B equipment, cement, textiles
Major export partners China 27.5%, US 14.5%, Japan 9.3%, South Korea 6.2%, Brazil 5% (2017)
Major exports copper, fruit, fish products, paper and pulp, chemicals, wine
Major import partners China 23.5%, US 18.1%, Brazil 8.6%, Argentina 4.5%, Germany 4% (2017)
Wil oport petroleum and petroleum products, chemicals, electrical and telecommunications equipment, industrial machinery,

vehicles, natural gas

Country Profile Sources:

cia world Factbook, |, available at hitps://www.da.g!
OECD, world Indicators of skills for Employment |

ibrary/publications/resources/the-world-factbook/geos/ar html, acoessed on 21 AUBUST 2015,
£, available at http://stats oecd org//Index. aspu? Queryld=62775%, accessed on 21 August 201E.
ILOSTAT Database, Country Data, available st http:/fwww.ilo.org/itostat/faces/help_home/data_by_country?_adf.ctrl. i F_aB:_afrioop:

1507008, sccessed on 21 AUgUSt 2048,

The trade and other market services sector is the largest employing sector in Chile, accounting for
approximately 40 per cent of the total workforce since 2009. This sector employed over 3.3 million
employees in 2017. The public and other social services sector has maintained its place as the second
highest employer in the country, accounting for approximately 28 per cent of total workforce over the
past decade. Overall the sector employed nearly 2.3 million employees in 2017.
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All industries registered growth in employment except agriculture. The fastest growing sectors
between 1998 and 2015 were construction, trade and other market services, and public and other
social services which grew at an average annualised growth of 3.5 per cent, 3.4 per cent and 2.8 per
cent, respectively.

Figure 80 Employment by Sector (1998 — 2014) Figure 81 Labour force by occupation (2003 -
2011)
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Chile’s population are employed across a range of different occupations. Skilled agriculture and
forestry workers make up over a third of the labour force, with another third consisting of a
combination of service and sales workers, and craft and related trades workers. Between 2005 and
2011, the service and sales workers share of the labour force increased, while the skilled agriculture
and forestry workers share decreased. All other occupation shares remained relatively constant.

Figure 82 Informal share of the economy (2010)

Informal
Sector
4%

Firms
competing
against

unregistered
firms
56%

Firms formally
registered
96%

Source: World Bank Enterprise survey (2016)

Figure 77 shows that in 2010, only around 4 per cent of businesses in the Chile economy were
unregistered when they first started operating. However, over half of businesses reported facing
competition from unregistered or informal businesses, indicating that the informal economy is still
seen as influential in the Chile economy.
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5.4.3.2 Examples of skills shortages

Even though general admission in schools is high, there is uneven distribution of quality. This is
leading to skills mismatch that is impeding productivity (OECD Economic Surveys Chile, 2015). The
mismatch between the supply and demand of skills in Chile is reducing efficiency and productivity.
Inconsistent quality of the educated workforce is spilling over into lower productivity, and affecting
opportunities for innovation.

About 42 per cent of large and medium companies in Chile are facing challenges in finding the
required personnel and over 87 per cent of survey respondents believe that addressing skills gaps is
vital for their company (Porter, 2013). A report by the World Economic Forum, indicated that around
25 per cent of firms reported skill shortages, and that it was socio-emotional skills that were the most
lacking.

Surveying the employees themselves, the Randstad Workmonitor report (2012) shows that about

41 per cent of Chilean employees agree or strongly agree that they are underqualified for their
occupation. Additionally, 53 per cent of employees agree or strongly agree that their employer has
trouble finding the right person for some jobs (Randstad, 2012). This highlights a broad theme of skills
gaps that are identified from an employee’s perspective.

5.4.3.3 Stakeholder experiences

Similar to Brazil, education stakeholders have also identified Mining as a skill need in Chile. Australian
government stakeholders have supported mining as a skill need, and also extended the need to
mining equipment, technology and services — with a view to better integrating global value chains into
the Chile economy. Further, as part of a regional priority, Australian government stakeholders have
identified both agriculture and health services as areas which could be up-skilled in Chile.

Aged care training was also identified as a potential training market in Chile by training stakeholders.
However, they again identified a notable barrier as the cost associated with teachers travelling to
Latin America.

Also discussed earlier, hotel industry stakeholders have noted the effectiveness of in-house training
and working for an international hotel chain to build a positive skill set for the industry (see case
study 3: Tourism, for further discussion). Workers trained by reputable companies then have sought-
after industry skills and are able to improve local practices.
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044 Colombia

Colombia is located in South America, sharing land borders with Brazil, Ecuador and Peru. Colombia
has a $714 billion economy measured by GDP (PPP), making it the third largest economy in Latin
America after Brazil and Mexico.

5.4.4.1 Economic and employment backdrop

Colombia has experienced robust economic growth, driving higher living standards over the past
decade. The main drivers of Colombia’s economic growth are the garment, construction and services
sectors. In 2015, Colombia experienced a slowdown in economic growth due to modest declines in
government consumption and investment as well as a massive decline in exports. The average annual
GDP growth contracted from 2 per cent in 2016 to 1 per cent in 2017.

Colombia’s services sector remained the main engine of economic growth, contributing to over half of
the country’s GDP in 2017. Industrial and agriculture sectors represented around 31 per cent and
7 per cent of Colombia’s total GDP respectively.

Figure 83: Colombia Economy and Industry

US$714 billion (2017 est.)

Gross Domestic Product (PPP) US5699.7 billion (2016 est.)
US5679 hillion (2015 est.)
PR 145 -
GDP composition by sector Industry: 31.3%
Services: 61.4% (2017 est.)
1.8% (2017 est.)
GDP growth 2% (2016 est.)
3.1% (2015 est.)
GDP per capita US514,500 (2017 est.)
Education expenditure 4.5% of GDP (2016)
Ease of doing business 34 (2014)

Industry structure

Major agricultural products coffee, cut flowers, bananas, rice, tobacco, corn, sugarcane, cocoa beans, oilseed, vegetables; shrimp; forest products
Industries textiles, food processing, oil, clothing and footwear, beverages, chemicals, cement; gold, coal, emeralds

Major export partners US 28.5%, Panama 2.6%, China 5.1% (2017)

Major exports petroleum, coal, emeralds, coffee, nickel, cut flowers, bananas, apparel

Major import partners US 26.3%, China 19.3%, Mexico 7.5%, Brazil 5%, Germany 4.1% (2017)

Major imports industrial equipment, transportation equipment, consumer goods, chemicals, paper products, fuels, electricity

Country Profile Sources:

clawaorld Factbook, |, availablz at httpsy/ /www.cia gov/library/publications/reseurces/the-world-factbook/geos/ar html, accessed on 21 August 2018.

QECD, World Indicators of Skills for Employment (WISE), available at http://stats.oecd.org//Index aspx?Queryid=62775#, accessed on 21 August 2018
ILOSTAT Datzbase, Country Dats, svailable at http//fwwow.ilo.orgfilostat/faces/help_home/data_by_country?_adf.ctrd yoid: di_48_afrLs

09, accessad on 21 August 2014.
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Over the past decade, the trade and other market services sector has employed the largest workforce
and has experienced the highest growth in employment since 2006. In 2017, the trade and other
market services sector employed over 9 million employees, accounting for approximately 45 per cent
of total employment.

The public and other social services sector is the second highest employing sector in Colombia, also
experiencing steady growth in employment since 2006. Employment in the agriculture, manufacturing
and construction sectors have all also increased since 2006. In 2017, the agriculture, manufacturing
and construction sectors employed 7.7 million workers, as a group accounting for over one third of
total employment in Colombia.

Figure 84 Employment by Sector (2001 — 2014) Figure 85 Labour force by occupation
(2009 - 2010)
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Colombia’s workers are employed across a range of different occupations. Higher-skilled occupations
including technicians and associate professionals, professionals and managers are only a small part of
the labour force in Colombia, accounting for approximately 10 per cent of the labour force. Most of
the labour force are in service and sales, or skilled agriculture and forestry and fishing occupations —
with these combined making up over half of the labour force in Colombia. This indicates that there is a
significant capacity for up skilling of the county’s workforce.

Reflective of the services sector’s significant share of employees, the share of service and sales
occupations have increased between 2003 and 2011, while the share of skilled agriculture and
forestry and fishing workers and managers decreased. The share of other occupations in the
economy remained constant.

Almost two-thirds of Colombia’s non-agriculture workforce are employed informally. This share differs
across individual sectors, with almost three-quarters of workers in the construction, transportation
and trade sectors employed in the informal workforce.
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Figure 86 Share of employment in informal sector (2009)

Source: International Labour Organisation (2016)

5.4.4.2 Examples of skills shortages

According to the International Monetary Fund (2015), in 2012, only about 16 per cent of the employed
population in Colombia was skilled, compared to the 19 per cent on average in the region (Mexico,
Brazil, Chile and Peru). Also the quality of education in Colombia, measured by math Pisa scores, is
among the lowest in the world and this will also impact productivity. To support this, Aring (2012)
showed that in 2010, 38 per cent of firms identified labour skill levels as a major factor in productivity.

OECD (2013a) found that tertiary qualifications often do not tally with the expected skill requirement
of the labour market, with around 45 per cent of firms identify an inadequately educated workforce as
a main restriction, up from 30 per cent in 2006 (compared with 20 per cent in OECD economies). In
addition, the report also noted that high minimum wages are pushing low skilled workers, youth, and
those in less developed regions into the informal sector.

5.4.4.3 Stakeholder experiences

Education stakeholders have identified mining as a skill need in Colombia. Direct-to-industry-training
could be a preferred option due to the factors associated with institutional training delivery to South
America.

As part of a regional target, health services and agriculture have been identified as priority markets in
Colombia by Australian government stakeholders. More specifically for Colombia, oil and gas
industries were identified as a priority.
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045 Mexico

Mexico is located in North America, sharing a border with Guatemala and Belize on the south, the
Gulf of Mexico on the east, United States on the north, and the North Pacific Ocean on the west.
Mexico has a $2.4 trillion economy measured by GDP (PPP), making it the second largest economy in
Latin America after Brazil, and 11t largest economy in the world in 2017, according to the World
Bank. With $19,900 GDP per capita in 2017, Mexico is classified as an upper middle income country
by the World Bank.

5.4.5.1 Economic and employment backdrop

Putting over 90 per cent of trade under free trade agreements with 46 countries caused the Mexican
economy to evolve into a manufacturing oriented economy and it was expected that the economy
would experience stronger growth due to increased demand for Mexican exports and investment. In
reality, since 2013, growth has averaged 2 per cent annually falling short of private sector
expectations. According to the CIA impediments to growth include “falling oil production, weak oil
prices, structural issues such as low productivity, high inequality, a large informal sector employing
over half of the workforce, weak rule of law, and corruption” (CIA World Factbook, 2018).

Figure 87: Mexico Economy and Industry

Economic data

U$52.458 trillion (2017 est.)
Gross Domestic Product (PPP) US52.389 trillion (2016 est.)
US52.313 trillion (2015 est.)

Agriculture: 3.9%
GDP composition by sector Industry: 31.6%
Services: 64% (2017 est.)

2% (2017 est.)
GDP growth 2.9% (2016 est.)
3.3% (2015 est.)

GDP per capita U5519,900 (2017 est.)
Education expenditure 5.3% of GDP (2014)
Ease of doing business 39 (2014)
Major agricultural products corn, wheat, soybeans, rice, beans, cotton, coffee, fruit, tomatoes; beef, poultry, dairy products; wood products
% food and beverages, tobacco, chemicals, iron and steel, petroleum, mining, textiles, clothing, motor vehicles, consumer
Industries .
durables, tourism
Major export partners Us 79.9% (2017)
y manufactured goods, electronics, vehicles and auto parts, oil and oil products, silver, plastics, fruits, vegetables, coffee,
Major exports ¥ L . 3 7
cotton; Mexico is the world's leading producer of silver
Major import partners US 46.4%, China 17.7%, Japan 4.3% (2017)
o metalworking machines, steel mill products, agricultural machinery, electrical equipment, automobile parts for
Major imports

assembly and repair, aircraft, aircraft parts, plastics, natural gas and oil products

Country Profile Sources:
cia world Facthaok, |, available at https:/fwww.cia.gov/library/publications/rescurces/the-world-f: geos/ar.html, accessed on 21 August 2048,
QECD, warid indicators of skills for Employment (WisE), vailable at hitp://stats.oecd.org//Index aspx?Quenyid=62775F, atcessed on 21 August 2018,

ILOSTAT Database, Country Dats, available 3t http://www.ilo.orgfilostat/faces/help_home/data_by_country?_adf.ctri-state=ydd df_4&_sfrLoop 005, accessed on 24 August 2018,

Mexico's economy is characterised by large services sector, and a high level of wholesale and retail
trade. The largest sector by GDP was the services sector, contributed to nearly two thirds of the
country’'s GDP in 2017, with industry providing just under one third of GDP and agriculture providing
the reminder (3.9 per cent).

Consistent with other markets examined in this region, Mexico employs the greater proportion of
workers in the trade and other market services sector followed by the public and other social services
sector. The trade and other market services sector employed over 20.8 million employees in 2017,
accounting for approximately 40 per cent of total workforce. The public and other social services
sector employed over 20 per cent of total workforce over the past decade. In 2015, this sector
employed around 11 million employees.
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There has been a general increase in employment in both service sectors and the construction,
mining and utilities sector. In contrast, employment in the agriculture and manufacturing sectors in
Mexico have been flat or decreasing.

Figure 88 Employment by Sector (1998 — 2014) Figure 89 Labour force by occupation (2003
—-2008)
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The Mexican labour force appears to be dominated by medium skilled occupations. In line with the
dominance of the services sectors, service and sales occupations and craft and related trades
workers make up over one third of the labour force in Mexico. Low skilled, elementary occupations
are around one fifth of the Mexican labour force. Higher-skilled workers including technicians and
associate professionals, professionals and managers are also only about one-fifth of the labour
market. Further, the occupational composition of the Mexican labour market has been fairly stable
between 2003 and 2008. With a fast growing services sector, and no real change in the proportion of
sales and service occupations, this could indicate a potential existing or future gap for these skills.

Figure 90 Share of employment in informal sector (2009)

Source: International Labour Organisation (2016)

Over half of all workers in the Mexican non-agricultural sector are employed in the informal economy.
Of this group, almost 80 per cent of construction sector employees are part of the informal economy.
Employment in the trade and transport sectors is also predominately informal employment, with

64 per cent and 57 per cent informal sector employment, respectively.
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5.45.2 Examples of skills shortages

A report by the OECD in 2015 showed that Mexico has relatively low education quality and quantity
compared to the OECD countries. For example, in 2012, only 19 per cent of adults aged 25-64 years
held upper-secondary or post-secondary non-tertiary degree as their highest-level of education and, in
addition, 18 per cent had a tertiary degree. These numbers are well below the OECD averages of

44 per cent and 32 per cent, respectively. Moreover, the skills that the workers have are frequently
not what employers are looking for. Almost one-third of Mexican firms report facing difficulties in
securing the workers with the skills needed for their vacancies.

Mexico appears to be trapped in a low-skill equilibrium, evidenced through the dominance of
employment in low-cost, low-skill labour (McKinsey, 2014). Poor schooling and education is also likely
to contribute to this. For instance, in 2012 only 22 per cent of all 25-34 year olds attained upper
secondary or post-secondary non-tertiary education. The International Labour Organization data shows
that in 2013 more than half of the work force (54 per cent) had an informal employment relationship, a
much higher rate than the average of emerging markets.

McKinsey (2014) suggest that improved vocational education and training in Mexico may go some
way towards changing this. However, training on its own will likely not be enough, it needs to be

combined with other policy approaches including better quality infrastructure and safety standards,
and cheaper access to electricity.

5.4.5.3 Stakeholder experiences

Education stakeholders have noted direct-to-industry-training could be a preferred option due to the
constraints (including cost) associated with Australian institutional delivery to South America. As in
other South American countries, cultural differences in time management need consideration when
training and up-skilling the local labour force.

Australian government stakeholders have identified a number of priority sectors that could present up-
skilling opportunities. These sectors include aerospace, automotive, agriculture, oil and gas, which can
improve connection to global value chains for Mexico’s economy. Agriculture and health services are
also identified priorities as they can improve the local quality of life.
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Peru is located in the west of South America, sharing a border with Ecuador, Colombia, Brazil, Bolivia
and Chile. Peru has a $424 billion economy, and is classified as an upper middle income country by

the World Bank.™

Peru has been one of the fastest growing economies in Latin America, with an average annual GDP
growth rate of 5.6 per cent from 2009-13. After a slowdown in GDP growth in 2014, increased
inventories as well as metals and minerals exports contributed to economic recovery in 2015.
However, falling mining investment and commodity prices have hindered growth rates.

5.4.6.1 Economic and employment backdrop

Peru’s services sector is a significant part of the Peruvian economy, contributing to over 56 per cent
of the country’s GDP in 2017. Industrial and agriculture sectors represented around one third and
7 per cent of the total Peruvian GDP, respectively.

Figure 91: Peru Economy and Industry

Economic data

US$424.6 billion (2017 est.)

Gross Domestic Product (PPP) U55407.8 billion (2016 est.) ) %

U55394.9 billion (2015 est.) {&;}.
=

Agriculture: 7.5%

GDP composition by sector Industry: 36.3%
Services: 56.1% (2017 est.)
2.5% (2017 est.)

GDP growth 4.1% (2016 est.)
3.3% (2015 est.)

GDP per capita US513,200 (2017 est.)

Education expenditure 3.8% of GDP (2016)

Ease of doing business

Industry structure

35 (2014)

artichokes, asparagus, avocados, blueberries, coffee, cocoa, cotton, sugarcane, rice, potatoes, corn, plantains, grapes,

Major agricultural products oranges, pineapples, guavas, bananas, apples, lemons, pears, coca, tomatoes, mangoes, barley, medicinal plants,
quinoa, palm oil, marigolds, onions, wheat, dry beans; poultry, beef, pork, dairy products; guinea pigs; fish
mining and refining of minerals; steel, metal fabrication; petroleum extraction and refining, natural gas and natural gas
Industries. liquefaction; fishing and fish processing, cement, glass, textiles, clothing, food processing, beer, soft drinks, rubber,
machinery, electrical machinery, chemicals, furniture
Major export partners China 26.5%, US 15.2%, Switzerland 5.2%, South Korea 4.4%, Spain 4.1%, India 4.1% (2017)
copper, gold, lead, zinc, tin, iron ore, molybdenum, silver; crude petroleum and petroleum products, natural gas;
Major exports coffee, asparagus and other vegetables, fruit, apparel and textiles, fishmeal, fish, chemicals, fabricated metal products

and machinery, alloys

Major import partners

China 22.3%, US 20.1%, Brazil 6%, Mexico 4.4% (2017)

Major imports

petroleum and petroleum products, chemicals, plastics, machinery, vehicles, TV sets, power shovels, front-end loaders,
telephones and telecommunication equipment, iron and steel, wheat, corn, soybean products, paper, cotton, vaccines
and medicines

Country Profile Sources:

Cla World Factbook, |, avsilable at https:/fwww_cia gov/library/publications/resources/the-world-factbook/geos/ar. html, accessed on 24 August 2048
DECD, World Indicators of skills for Employment (WISE), bie at http://stats.oecd orgl/findex aspx?Queryid=82775#, acceszed on 21 August 2013,
ILOSTAT Database, Country Date, available at htep://www ilo.orgfilostat/faces/help_home/data_by_country?_adf.ctri-state=ydd. df_a&_afric

- 16 , accessed on 21 August 2048,

The trade and other market services employed more than 6.9 million metropolitan workers in 2017,
accounting for almost half of the total metropolitan workforce. The public and other social services
sector is the second highest employing sector in metropolitan Peru, employing nearly 3 million
workers in 2017, and accounting for around one-quarter of the total metropolitan workforce.

According to the Household Income and Expenditure Surveys (HEIS), when also including the non-
metropolitan population (on a self-reporting basis), the trade and other market services continues to
maintain its status as the highest employing sector in Peru, contributing to 40 per cent of total Peru

14 The World Bank, Data by country: Peru. Retrieved on 1 October 2011.
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employment in 2013. When non-metropolitan employment is included, it is estimated that agriculture
contributes to around one-quarter of employment, while public and other social services contributes

just under 20 per cent.

Figure 92 Employment by Sector (1998 — 2013)
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Figure 93 Labour force by occupation
(2004 - 2013)
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Elementary occupations are almost one-third of the Peruvian labour force in 2013. Medium skilled
workers in the form of skilled agriculture and forestry and fishery workers, and service and sales
workers, make up another third, while higher-skilled workers (technicians and associate professionals,
professionals and managers) contribute to around one-quarter of the labour force. This mix of workers
has been fairly stable since 2009.

Over two-thirds of all workers employed in non-agricultural activities are employed in Peru’s informal
economy. Informal sector activities are particularly predominate in the transport, trade and
construction sectors, with over three-quarters of all workers in these sectors employed in the informal
economy.

Figure 94 Share of employment in informal sector (2009)
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Sources: International Labour Organisation (2016)
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5.4.6.2 Examples of skills shortages

The 2011 World Bank report on Peru identified the most important deficiency in Peru as the lack of a
core set of cognitive and socio-emotional skills, which are highly valued by the labour market and
demanded by employers. Additionally, information failures in the post-secondary skills formation
process often leads to sub-optimal performance by many young Peruvians. Lastly, information
asymmetry in the job matching process impedes the ability of workers to demonstrate their skills to
potential employers resulting in skill mismatch.

Analysis by the World Bank (2011) recognises that many youths in Peru do not have access to enough
knowledge about the labour market and what careers they could pursue. Perceived job opportunities
were measured by asking individuals whether they believed their career prospects would be the
worse or much worse without studying a college degree. A significant share of respondents did not
value tertiary education, including courses for technical and computing skills (see Figure 95). This
highlights a serious concern for addressing skills gaps, and requires better communication between
training institutes and students, and between industry needs and course content.

Figure 95: Perceived labour opportunities in Peru without tertiary education

Technical
Pedagogy 67.0% |
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Business and secretary
Tourism
Art
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Careerwould be worse or much worse without studying a college
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Sources: World Bank (2010)

A report by Manpower Group (2013) reveals that about 28 per cent of Peruvian firms have difficulties
in filling jobs due to lack of the right skills and about 34 per cent report high or medium to the severity
impact caused by talent shortages.

5.4.6.3 Stakeholder experiences

Similar to other parts of South America, education stakeholders have identified mining as a skills need
in Peru. A broad challenge is the distance to market for establishing Australian VET. Direct-to-industry-
training training could be a preferred option due to the factors associated with delivery to South
America.

Australian government stakeholders identified tourism as a potential growth market due to regions of
excellence in craft, but up-skilling in tourism related industries would be needed. Oil and gas is
another sector identified, which could allow better integration into global value chains if better skills
are available.
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00 Miadle East
[Saudi Arabia, Egypt, United Arab Emirates)

This study has researched the Middle Eastern countries of Saudi Arabia, Egypt and the United Arab
Emirates.

001 KeyThemesinthe Region

Many workers are expatriates from other countries, particularly from South Asia. This means that the
consideration of supply and demand of skilled labour needs to consider this high volume of
internationally mobile labour.

High dependence on expatriate workforces can also present significant policy issues for local
governments in areas such as high youth unemployment of national workforces. This is particularly
evident in Egypt where 42 per cent of 15-24 year olds in the labour force are unemployed, and also in
Saudi Arabia with 28.5 per cent youth unemployment (ILO, 2016). As in many countries, this has been
identified as an important issue to address, as a generation of low-skilled and disenfranchised workers
can have negative long-term impacts on the economy.

Most economies in the region are heavily dependent on oil, which presents significant risks from
fluctuating oil prices. Policies to diversify economies and address this issue have had varying degrees
of success. Further attention in this area could be expected in the region, and a variety of strategies
would need to be considered including attracting foreign investment, up-skilling of the labour force,
and improving policy environments for other industry.

In identifying direct skill shortages, limited data on the Middle East was available from the World Bank
enterprise surveys. However, businesses in Egypt identified inadequate education to be a larger
constraint in manufacturing firms than in service sectors. Interestingly, domestic firms identified low
education as a greater problem than foreign owned firms. One explanation for this could the
availability of higher-skilled expatriates from advanced economies that foreign firms can access.

Figure 96 Per cent of firms identifying an inadequately educated workforce as a major constraint
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Figure 97 Labour productivity in the Middle Eastern Countries of Interest
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Labour productivity data of Middle Eastern countries has to be carefully interpreted. Major oil
discoveries and production in the UAE and Saudi Arabia can lead to a temporary “improvement” in
labour productivity. This effect is exaggerated as this industry is relatively capital intensive (discussed
in section 3).

As mentioned earlier, diversity of industries is still a consideration for these countries, and improving
labour-productivity in non-energy sectors presents an up-skilling opportunity for training and education
providers. Labour productivity in Egypt is approximately half the level of Australia’s, and it has scarcely
improved over the past few decades. This presents a significant need to up-skill sectors of the
Egyptian economy.

Turning to soft skills, a survey of employers in the Gulf Cooperation Council asked which skills the
national labour force had a strength in. The top three skill identified were local knowledge, network,
and problem solving. The bottom three skills identified were communication, sound ethics and work
culture (EY, 2015). Importantly, of the survey respondents which included 101 medium and large
businesses across the region, only 5 per cent said ‘ease of training’ was a strength of locals, while no
businesses in Saudi Arabia identified this as a benefit of hiring nationals (EY, 2016). This highlights a
challenge that vocational education and training has in up-skilling the workforce in the region.

Another key challenge identified by training stakeholders is the risk of pursuing training and education
options in the Middle East. This is due to uncertain political and economic environments, and also
cultural differences that need to be considered when doing businesses (discussed briefly in Case
Study 4: Soft Skills). Economic and political stability is important for an up-skilling strategy to meet the
needs of the region.
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002 SaudiArabia

Saudi Arabia is a Middle Eastern country that borders a number of other nations including Egypt, Irag
and the United Arab Emirates. It is an oil-based economy, with the petroleum sector accounting for
approximately 87 per cent of government budget revenues, 42 per cent of GDP and 90 per cent of
export earnings (CIA, 2018).

5.5.2.1 Economic and employment backdrop

Saudi Arabia’s economy has only minimal agricultural activity, with the majority almost evenly
balanced across industry and services. However, employment is much greater in the service sector,
as mining is capital intensive and requires a relatively smaller labour force.

Key challenges noted by the CIA World Factbook include adjusting the economy to have private
sector involvement, managing a foreign workforce in excess of six million, and improving large youth
unemployment with greater education and technical skill training (CIA, 2018).

Figure 98: Saudi Arabia Economy and Industry

Economic data

US$1.774 trillion (2017 est.)
Gross Domestic Product (PPP) US$1.744 trillion (2016 est.)
Us$1.676 trillion (2015 est.)

Agriculture: 2.6%
GDP compaosition by sector Industry: 44.2%
Services: 53.2% (2017 est.)

-0.7% (2017 est.)
GDP growth 1.7% (2016 est.)
4.1% (2015 est.)

GDP per capita USS54,800 (2017 est.)

Education expenditure 5.1% of GDP (2008

Ease of doing business 49 (2014)

Major agricuttural products wheat, barley, tomatoes, melons, dates, citrus; mutton, chickens, eggs, milk

crude oil production, petroleum refining, basic petrochemicals, ammonia, industrial gases, sodium hydroxide (caustic

lidien e soda), cement, fertilizer, plastics, metals, commercial ship repair, commercial aircraft repair, construction
Major export partners Japan 12.2%, China 11.7%, South Korea 9%, India 8.5%, US 8.3%, UAE 6.7%, Singapore 4.2% (2017)

Major exports petroleumn and petroleum products 90% (2012 est.)

Major import partners China 15.4%, US 13.6%, UAE 6.5%, Germany 5.8%, Japan 4.1%, India 4.1%, South Korea 4% (2017)

Major imports machinery and equipment, foodstuffs, chemicals, motor vehicles, textiles

Country Frofile Sources:

ClaWworld Factboek, , available at https:/fwww.cia gov/library/ publications/resources/the-werld-factbook/geos/ar htmi, accessed on 21 August 2018

CECD, World Indicators of Skills for Employment (WISE), avsilzble =t &ts.oecd.org//Index aspxPQueryld=62775#, accessed on 21 AUEust 2045,

ILOSTAT Database, Country Dats, available st hitp://www ilo org/filostat/faces/help_home/data_by_country?_adf ctrl-st: d df_48_afris 1€07008, acczssed on 21 August 2015
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Figure 99: Employment by sector (1999 - 2014) Figure 100: Labour Force by occupation
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At the industry level, there has been a general increase in employment between 1999 and 2017, with
construction, mining and utilities, trade and other market services, and public and other social services
growing significantly between 2009 and 2017. QOverall, services remain the greatest employer,
accounting for almost three-quarters of total employment in 2017.

Across occupations, service and sales occupations constitute the largest proportion of the labour
force, but decreased marginally from 41 per cent in 2006 to 37 per cent in 2013. Broadly, the
proportion of occupations are relatively unchanged from 2006 to 2013.

Data on informal employment and the informal economy is unavailable for Saudi Arabia. However, the
share of informal activity in the economy is believed to be relatively low, and modelling by Elgin and
Oztunali (2012) estimated the size of the informal economy to be 17 per cent in 2008 — which is
equivalent to most advanced economies. Note that their methodology differs from data presented by
the ILO (used when examining other regions), therefore direct comparisons cannot be made.

5.5.2.2 Examples of skills shortages

Research by Abdulgadir (2015) indicates that Saudi Arabia faces significant skills gaps, with firms
complaining that Saudi Arabia’s educational system fails to adequately train students to meet firms’
expectations. In addition to the training system, Abdulgadir noted that there are social, cultural and
economic factors driving skills gaps, which includes entrenched perceptions preventing locals from
pursuing certain skills. Unemployment among those with tertiary education is particularly high
reaching 43 per cent in Saudi Arabia in 2014 (Vieira, 2014).

IMF (2015) noted that increasing unemployment in Saudi Arabia is being driven by skills mismatch.
Employers are favouring the high quality and cheap labour from abroad. The biggest occupational
group for expatriates, constituting 30 per cent, is in “basic engineering”. In contrast, nationals in
‘basic engineering’ jobs make up less than five per cent of the total nationals workforce.

Although there has been an increase in the quality of education in Saudi Arabia, especially in technical
and vocational education, the enrolment of women still lags behind. Unemployment among the youth
is also high, with 30 per cent of the youth unemployed (Vieira, 2014).

Although Saudi Arabia uses a significant expatriate labour force, up-skilling the national workforce is
important to the economy and recognised by the government. The Ministry of Labour in Saudi Arabia
has set policies such as ‘Saudization’, which required companies to hire a quota of the local labour
(Evosys, 2015). Policies like this have created challenges for companies to source skilled labour, and
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have led to the identification of a need for government to further develop the Saudi Arabia education
and training system to create skilled local workers (Evosys, 2015).

5.5.2.3 Stakeholder experiences

Australian government stakeholders have identified premium agriculture, construction, aviation,
financial services, tourism, aged care and health services as sectors in Saudi Arabia and the Middle
East that may present up-skilling opportunities.

The combination of Saudi Arabia expecting 84 new hotels, with over 27,000 rooms, to open this
year'®, and the push to make Saudi Arabia the “Destination for Muslims”'® should see a continued
need for more workers with skills in tourism and hospitality. However, while supply is growing,
demand may be a little slower, with hotel occupancy rates lower in 2018 than the previous year.

Training stakeholders also noted a major focus on health services endorsed by the government, which
are likely to have significant skills gaps in meeting future demand and utilising infrastructure capacity.
Also mentioned by training stakeholders is the development of the OGM Technical Institute which is
delivering Australian courses to Saudi nationals. Understanding how this institute is operating and
how the market is receiving these products can assist in determining how to address skills gaps in
Saudi Arabia.

'5 https://gulfnews.com/business/tourism/saudi-needs-to-evolve-tourism-regulations-to-capture-opportunity-1.60690335
18 http://www.arabnews.com/node/1416356/saudi-arabia
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Egypt links the Middle East and Africa, bordering Sudan, Libya, and Israel and the Gaza Strip. Egypt
pursued reforms between 2004 and 2008 to improve the business environment. However, political
and economic uncertainty since 2011 have negatively impacted economic growth, tourism and
unemployment (CIA, 2018).

5.5.3.1 Economic and employment backdrop

Egypt is part of the CIVET group of emerging economies, which are recognised by investors to have
significant medium-term potential and are targets for new investment.

Egypt has a greater portion of economic activity in the agricultural sector relative to other Middle

Eastern countries at 12 per cent. Services form a greater share of GDP than Industry at approximately

56 per cent and 33 per cent respectively. With regards to employment services consume half the
labour force with an even split between industry and agriculture.

Figure 101: Egypt Economy and Industry

Economic data

U5$1.201 trillion (2017 est.)

Gross Domestic Product (PPP) U5$1.152 trillion (2016 est.)
U5$1.103 trillion (2015 est.)
Agriculture: 11.9%

GDP composition by sector Industry: 33.1%
Services: 55.7% (2017 est.)
4,2% (2017 est)

GDP growth 4,3% (2016 est.)
4,4% (2015 est.)

GDP per capita US$12,700 (2017 est.)

Education expenditure 3.8% of GDP (2008)

Ease of doing business 112

Industry structure

Major agricultural products cotton, rice, corn, wheat, beans, fruits, vegetables; cattle, water buffalo, sheep, goats

: textiles, food processing, tourism, chemicals, pharmaceuticals, hydrocarbons, construction, cement, metals, light
Industries

manufactures

Major export partners UAE 10.9%, Italy 10%, US 7.4%, UK 5.7%, Turkey 4.4%, Germany 4.3%, India 4.3% (2017)
Major exports crude oil and petroleum products, fruits and vegetables, cotton, textiles, metal products, chemicals, processed food
Major import partners China 7.9%, UAE 5.2%, Germany 4.8%, Saudi Arabia 4.6%, US 4.4%, Russia 4.3% (2017)
Major imports machinery and equipment, foodstuffs, chemicals, wood products, fuels

Country Profile Sources:

Cia world Factbock, |, availzble at https://www.cia.

flibrary/publications/resources/the-world-factbook/geos/ar.html, accessed on 21 August 20138,

OECD, world indicators of skilis for Employmeant [WISE), avzilable at http://stats.oecd.org//index.aspr?Oueryld=62775%, accessed on 21 AUGUST 2018,

ILOSTAT Database, Country Data, available st hetpy/ fwww ilo.org/ilostat/faces/halp_homa/data_by_country?_adf.crrl d mdf_4& _afrioop

1607008, sccessed on 21 August 2018,

Employment in trade and other market services has grown significantly over the past 15 years, and in
2015 these services overtook agriculture as the highest employing sector in Egypt.

All other employment sectors grew steadily between 2008 and 2010. However, a noticeable dip
occurred in 2011 where the political crisis occurred, and employment growth in all sectors except
trade and other market services as well as the public sector have been relatively flat since that time.

At the occupation level, skilled agricultural and trades workers account for the largest share of the

labour force, however, this share has decreased from 41 per cent in 2003 to 17.6 per cent in 2016.
Sectors to gain labour force share are elementary occupation and plant and machine operators and
assemblers, which grew from two per cent and six per cent to 11.1 per cent and eight per cent,

respectively.
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Figure 102: Employment by sector (1998 - 2014) Figure 103: Labour Force by occupation
(2003-11)
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Informal economy and employment data is unavailable from ILO. However, the study by Elgin and
Oztunali (2012) estimated the informal economy in Egypt to be around 32 per cent, which is
approximately double the same estimate made for Saudi Arabia. This follows Egypt’s low labour
productivity/skill levels observed in Figure 97 and suggests a broad need for up-skilling in the labour
force.

5.5.3.2 Examples of skills shortages

A report by ILO (2015) shows that unemployment in Egypt is high among youths and those in the
professionals sector (47 per cent), followed by technicians and associate professionals (30 per cent).
This increase in unemployment is attributed to a disconnected education and training system that
does not deliver labour market relevant skills.

Echoing the same sentiment is Wally (2012) who argues that the general education schools and
technical and vocational schools in Egypt do not provide sufficient skills that are demanded by the
market. Additionally, there is a significant lack of language and technical skills, sufficient life skills
training such as problem solving and the ability to apply knowledge to real problems, as well as
extremely limited access to information technology. Only about two per cent of those who were
unemployed used computers to search for jobs.

Addressing the UN, Salama (2015) noted the following from the Egyptian labour market:

e 790,000 school and university graduates are competing for over 200,000 jobs every year

e 15 per cent of employers identify that graduate specialisations do not meet the requirements of
the labour market

e 30 per cent of graduates believe their specialisations are not relevant to the labour market
more than 60 per cent of employees are not working in their specialisation field

e only 21 per cent of employers say there is cooperation between their organisations and
educational institutions.
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5.5.3.3 Stakeholder experiences

As in other parts of the Middle East, Australian government stakeholders have identified premium
agriculture, financial services, and health services as sectors in Egypt that may present up-skilling
opportunities.

Training stakeholders have suggested that mining and other resource and energy industries may have
opportunities for up-skilling. An additional consideration noted by multiple training stakeholders is the
importance of cultural awareness when delivering training that is suitable for the local economy.
Challenges can include a mismatch between government priorities for training and youth not willing to
participate in VET. This presents a significant risk for international training providers and can deter the
willingness to enter the market.
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004 United Arab Emirates

The United Arab Emirates (UAE) border Saudi Arabia and Iran in the Middle East. It is a relatively open
economy in the region, and has made efforts to diversify away from oil and gas industries.

5.5.4.1 Economic and employment backdrop

The GDP of the UAE economy is evenly spread across industry and services, with a very small
agriculture sector. Employment is dominated by services, despite industry presenting a sizeable
component of GDP.

The CIA identify dependence on oil, inflation pressure and a large expatriate workforce as key
challenges the UAE economy faces. Future economic plans are to continue economic diversification,
up-skill the work force through better education and increase private sector employment (CIA, 2018).

Figure 104: United Arab Emirates Economy and Industry

Economic data

US$691.9 billion (2017 est.)
Gross Domestic Product (PPP) US$682.8 billion (2016 est.)
US$662.7 billion (2015 est.)

Agriculture: 0.9%
GDP composition by sector Industry: 49.8%
Services: 49.2% (2017 est.)

1.3% (2017 est.)
GDP growth 3% (2016 est))
3.8% (2015 est.)

GDP per capita US$68,200(2017 est.)
Education expenditure N/A
Ease of doing business 22(2014)
Industry structure
Major agricultural products dates, vegetables, watermelons; poultry, eggs, dairy products; fish
: petroleum and petrochemicals; fishing, aluminium, cement, fertilizers, commercial ship repair, construction materials,
Industries 4 8
handicrafts, textiles
Major export partners India 10.1%, Iran 9.9%, Japan 9.3%, China 5.4%, Oman 5.0%, Switzerland 4.4%, South Korea 4.1% (2017)
Major exports crude oil 45%, natural gas, reexports*, dried fish, dates (2012 est.)
Major import partners China 8.5%, US 6.8%, India 6.6% (2017)
Major imports machinery and transport equipment, chemicals, food
Country Profile Sources:
CIA World Factbook, , available at https://www.cia.gov/library/publications/resources/the-world-factbook/geos/ar.html, accessed on 07 January 2019.
OECD, World Indicators of Skills for Employment (WISE), available at http://stats.oecd.org//Index.aspx?Queryld=62775#, accessed on 21 August 2018,
ILOSTAT Database, Country Data, available at http://www.ilo.org/ilostat/faces/help_home/data_by_country?_adf.ctrl _48_afrLoop 8031607009, accessed on 21 August 2018

*Reexports occur when previously imported goods are then exported - using the economy in question fortransit only

Employment was dominated by the construction, mining and utilities sector in 2005, however this has
declined significantly and the latest year of data shows a 63 per cent reduction in this sector’s
employment in 2008 (see Figure 105). Trade and other market services and public and other social
services remain significant employers, together representing 71 per cent of the labour force in 2008.
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Figure 105: Employment by sector (2000 - 2008) Figure 106: Labour Force by occupation
(2005-11)
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Occupation data was limited for UAE, so an alternative set is presented in the figure above."” In 2008,
the data shows that skilled agricultural and trades workers were the most common occupation in the
UAE, at 29 per cent of the total labour force. A significant proportion of the labour force (24 per cent)
were also managers, professionals and technicians, which are part of the higher skill-level band. Only
13 per cent of the labour force fall in the lowest skilled — elementary occupations — group.

Similar to Saudi Arabia and Egypt, informal economy and informal employment data is not available for
UAE. Using the alternative measure by Elgin and Oztunali (2012), the UAE's informal economy is
estimated to be 22 per cent in 2008. This suggests that a significant component of economic activity
in the informal sector could be the target of up-skilling policies.

5.5.4.2 Examples of skills shortages

UAE employers are experiencing difficulty filling open positions as they struggle to find employees
with the relevant skills. A workforce planning study, which was launched by Dubai International
Academic City (DIAC), found the following.

e The enrolment rate in technical and vocational training (VET) has been marked at 1-3 per cent,
considerably lower than the global average of 10 per cent. In some developed economies like
Germany and Japan, it is as high as 40 to 50 per cent.

About 25 per cent of males do not reach grade 12.

e Enrolment of nationals in private schools is high in the UAE (55 per cent), which is more than in
Saudi Arabia (11 per cent).

e Private sector enrolment in the UAE is valued at USD $2.8 billion and is growing at 10 per cent
making the country one of the largest education sectors in the GCC.

e The total number of students in the GCC Education sector is expected to grow at a CAGR of
2.7 per cent between 2011 and 2016, and reach 11.6 million in 2016.

7 This data is more aggregated than the set used for other countries, and only has a single year available.
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5.5.4.3 Stakeholder experiences

As in other parts of the Middle East, Australian government stakeholders have identified premium
agriculture, financial services, and health services as sectors in UAE that may present up-skilling
opportunities.

Training stakeholders have suggested that mining and other resource and energy industries may have
opportunities for up-skilling. An additional consideration noted by multiple training stakeholders is the
importance of cultural awareness when delivering training that is suitable for the local economy. As in
other parts of the Middle East, a mismatch between government priorities for training and youth not
willing to participate in VET can deter the willingness of RTOs to enter the market. An example of this
can be where training contracts include a ‘pay-for-completion’ requirement, which can result in
significant losses outside of the RTO's control.
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Appendix A Consultation summary

KPMG has consulted with a range of stakeholders across government, training organisations and
industry, to provide insights into global skills gaps and how they can be addressed. Interviews were
made either in person, via telephone call or teleconference, or emailed questionnaires, and were
conducted over two rounds in 2016 and 2018. Questions were provided to participants in advance, to
allow preparation for responses and to offer context to the research and the International Skills
Training (IST) Initiative. Question structures varied depending on the stakeholder, allowing broader
questions for more general stakeholders, and targeted questions for industry or region specific

stakeholders.

A variety of perspectives have informed the conclusions in this report. Government perspectives have
provided insights into policy approaches to up-skilling, and government-to-government relationships
with countries of interest. The training stakeholder group has included registered training
organisations, digital education experts and international consultants across training roles. Industry
consultations have provided insight into business perspectives of global up-skilling and VET across
food and beverage, construction, mining, healthcare services, transport, hotel and manufacturing

industries.

KPMG notes that consultations did not include any foreign governments, '® or foreign, non-
international companies. This was outside the scope of the study but could be useful for future
research and to better understand how the IST program can be developed and brought to

international VET markets.

Table 5: Summary of Stakeholder Consultations

Stakeholder group: Government Training Industry
Consultations (2016): 13 8 6
Department of TAFE Directors Australia, Australian Industry Group,
Education and Australian Council for Private Energy Skills Queensland,
Training, Austrade, Education and Training, International hotel
Organisations: Department of Registered Training companies, international
Industry, Innovation Organisations (RTOs) and food and beverage company,
and Science. other Education Training international manufacturing
Specialists. company.
Consultations (2018): 1 6 4
Department of TAFE Directors Australia, Transport company, Master
Education and Australian Council for Private Builders Australia,
Training, Austrade, Education and Training, Healthcare company, Global
Organisations: Department of Jobs Registered Training training and skills
and Small Businesses Organisations (RTOs) and consultancy
other Education Training
Specialists.

'8 With the exception of written responses provided by the Government of Vietnam.

KPMG | 107

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Liability limited by a scheme approved under Professional Standards Legislation.




The Global Demand for Skills — January 2019

Appendix B: Data Classiiications

This appendix contains industry and occupation classifications used in this report.

Bl Industry Definitions

Economic and employment backdrop sectors

Broad Sector ‘ Definition

Trade and other Includes trade, transport, hotel, food and business service
market services

Public and other Includes public administration, defence, education, health, personal and household
social services services, and international organisations and extra-territorial bodies

ANZSIC and ISIC industries

Below are definitions to the industries and classifications used throughout this report. Definitions are
taken from the International Standard Classification of All Economic Activities (ISIC) revision 4, the
Australian New Zealand Standard Industry Classification (ANZSIC) and the World Trade Organisation.

Industry ‘ Definition

Agriculture The full sector name is agriculture, forestry and fishing, and includes the exploitation of
vegetal and animal natural resources, comprising the activities of growing of crops,
raising and breeding of animals, harvesting of timber and other plants, animals or animal
products from a farm or their natural habitats.

Basic This industry includes the physical or chemical transformation of materials, substances,

Manufacturing or components into new products. It includes generally smaller goods and less
sophisticated technology for production, and excludes advanced manufactures described
below.

Advanced There are multiple definitions, this report adopts the Australian Bureau of Statistics

Manufacturing definition of the Advanced Manufacturing growth Sector described as any manufacturing

process that takes advantage of high-technology or knowledge-intensive inputs as an
integral part of its manufacturing process. It includes chemical and medicinal
manufacturing, vehicle and transport manufacturing, professional and scientific
equipment manufacturing, computer and electronic manufacturing and specialised
machinery and equipment manufacturing.

Hotels and This industry includes the provision of short-stay accommodation for visitors and other
Accommodation travellers.

Child Care This industry consist of businesses providing day care of infants or children, such has
before and after school care, child care services, and children’s nursery operations.

Aged Care This industry consists of businesses that provide residential aged care often combined
with nursing, supervising and medical care.

KPMG | 108

© 2019 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
("KPMG International”), a Swiss entity. All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International.
Liability limited by a scheme approved under Professional Standards Legislation.



The Global Demand for Skills — January 2019

Industry ‘ Definition

Food and This industry includes food and beverage serving activities providing complete meals or

Beverage drinks fit for immediate consumption, whether in traditional restaurants, self-service or
take-away restaurants, whether as permanent or temporary stands with or without
seating. Decisive is the fact that meals fit for immediate consumption are offered, not
the kind of facility providing them.

Tourism Tourism has multiple definitions, but for this report primarily consist of recreational and

cultural activities for tourists, and associated support services. The WTO refers to
activities of persons travelling to and staying in places outside their usual environment for
not more than one consecutive year for leisure, business and other purposes. However,
hotels, transport, food and beverage are reported separately, hence excluded in this
category.

Retail, Wholesale

This section includes wholesale and retail sale (i.e. sale without transformation) of any
type of goods and the rendering of services incidental to the sale of these goods.
Wholesaling and retailing are the final steps in the distribution of goods. Goods bought
and sold are also referred to as merchandise.

Logistics

This section includes the provision of passenger or freight transport, whether scheduled
or not, by rail, pipeline, road, water or air and associated activities such as terminal and
parking facilities, cargo handling, storage etc. Included in this section is the renting of
transport equipment with driver or operator. Also included are postal and courier
activities.

Health

This section includes the provision of health and social work activities. Activities include a
wide range of activities, starting from health care provided by trained medical
professionals in hospitals and other facilities, over residential care activities that still
involve a degree of health care activities to social work activities without any involvement
of health care professionals. Excluded are aged care and child care which are identified
separately.

Construction

This section includes general construction and specialised construction activities for
buildings and civil engineering works. It includes new work, repair, additions and
alterations, the erection of prefabricated buildings or structures on the site and also
construction of a temporary nature.
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B2 Occupation classirications

Below are the occupation classifications, typical skill level and description according to the
International Standard Classification of Occupations (ISCO). The four skill levels relate to the typical
tasks the occupation requires, and the level of education needed. Further details are available on the

ILO website.™®

Occupation Skill ‘ Description

Managers 3 Managers plan, direct coordinate and evaluate the overall activities of enterprises,
governments and other organisations.

Professionals 4 Professionals increase the existing stock of knowledge; apply scientific or artistic
concepts and theories; teach about the foregoing in a systematic manner; or
engage in any combinations of these activities.

Technicians 3 Technicians and associate professionals perform technical and related task

and Associate connected with research and the application of scientific or artistic concepts and

Professionals operational methods, and government or business regulations.

Clerical 2 Clerical support workers record, organise, store, compute, and retrieve information

Support and perform a number of clerical duties in connection with money-handling

Workers operations, travel arrangements, requests for information and appointments.

Service and 2 Services and sales workers provide personal and protective services related to

Sales workers travel, house-keeping, catering, personal care, protection against fire and unlawful
acts; or demonstrate and sell goods in wholesale or retail shops and similar
establishments, as well as at stalls and on markets.

Skilled 2 Skilled agricultural and fishery workers grow and harvest field or tree and shrub

Agricultural crops, gather wild fruits and plants, breed, tend or hunt animals, produce a variety

workers of animal husbandry products, cultivate, conserve and exploit forests, breed or
catch fish and cultivate or gather other forms of aquatic life in order to provide food,
shelter and income for themselves and their households.

Craft and 2 Craft and related trades workers apply specific technical and practical knowledge

related trades and skills to construct and maintain buildings; form metal; erect metal structures;

workers set machine tools or make, fit, maintain and repair machinery, equipment or tools;
carry out printing work; and produce or process foodstuffs, textiles, wooden, metal
and other articles, including handicraft goods.

Plant and 2 Plant and machine operators and assemblers operate and monitor industrial and

machine agricultural machinery and equipment on the spot or by remote control; drive and

operators and operate trains, motor vehicles and mobile machinery and equipment; or assemble
assemblers products from component parts according to strict specifications and procedures.

Elementary 1 Elementary occupations involve the performance of simple and routine tasks which

occupations

may require the use of hand-held tools and considerable physical effort.

Armed forces
occupations

Armed forces occupations include all jobs held by members of the armed forces.
Included are regular members of the army, navy, air force and other military
services, as well as conscripts enrolled for military training or other service for a
specified period.

19 http://www.ilo.org/public/english/bureau/stat/isco/intro.htm
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33 (0Ssary and Acronyms

AQF Australian Qualifications Framework — is the national policy for regulating and quality
assuring Australia’s education and training system.

Global Value Global value chains involve the production of a final good comprising different stages from

Chains different geographic regions. They require international coordination, and can maximise

competitive advantages of multiple economies.

Industry value
add

The contribution or output of an industry, less the intermediate inputs from other industry
sectors. The sum of all value-add across all industries equal Gross Domestic Product.

Informal Also known as the informal sector, is economic activity that is not taxed, or monitored by

economy government or captured in the national GDP. There are multiple economic and policy
challenges associated with the informal economy. Note that measures of informal
economy differ between sources.

Informal Informal employment includes workers who are employed by a business or operation in

employment the informal economy. These workers typically do not pay tax, are not protected by
regulations or standards, and receive low wages.

IST International Skills Training courses program - this is an Australian Government initiative to
develop international courses designed to be delivered offshore by Australia RTOs. The IST
is the key motivator for this study.

ITAC International Training and Assessment Courses - this was the pilot program for the
Department of Education and Training's IST initiative delivered to learners from Chile,
China, Colombia, India, Mexico, Peru, Saudi Arabia, the Solomon Islands, and South Korea.
The term ITAC was discontinued when the IST courses program was officially launched in
April 2017.

Labour This is a measure output per one unit of labour, and higher values indicate better

productivity performance of an economy. Education, skills, access to capital and technology all impact
labour productivity.

OECD Organisation for Economic Co-operation and Development

RTO Registered Training Organisation — is an organisation registered in Australia to deliver VET
and issue qualification or statements of attainment.

Skills gaps This is where the demand for skilled labour exceeds the supply of skilled labour as
described in the conceptual framework on page 2.

Soft Skills Also known as ‘generic skills’ these are personal attributes that improve the employability
of workers. They differentiate from core or technical skills.

VET Vocational Education and Training — includes a variety of courses and education services to

provide job-ready training and build competency for many different vocations.
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