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Basic principles

How to measure skill needs

@ Skills are the ability to apply knowledge and abilities to
problem solving and complete tasks.

@ Skills can be grouped in 3 main categories

e Technical/practical: manual dexterity, ability in the use of
tools and instruments etc.

e Cognitive: use of logical, theoretical and creative thinking etc.

e Social: ability to interact and communicate with others

o It is difficult to measure skills directly. Skill needs are
generally assessed indirectly
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How to measure skill needs

@ The first approach in measuring skill needs is analysing
individual characteristics

o Ask people what they do and who they are
@ Level of knowledge

e Education and qualification
o Direct assessment (numerical skills, literacy etc.)

e Competence/skills

e Occupation

e Ability to perform some tasks

o Skills (cognitive, technical social)
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@ The second approach in measuring skill needs is using
information provided by employers on their employees

e Ask employers what their employee do and how they do it
(greater dimension of subjectivity)

Employees qualification (educational attainment)
Occupation
Earnings

Training

Generally employers think in terms of occupation and/or tasks.

e However occupations are an indirect (weak) measure of skills
(which are of a more transversal nature).

e Skills that are necessary for a given occupation change over
time.
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The literature and the international experience focus on three main
approaches for measuring skill needs at enterprise level using
surveys

@ Investigating vacancies: flow approach

@ Investigating firms' occupational structure and its change:
stock approach

© Investigating firms' training policies: stock and flow approach
The three approaches are assessed considering some key aspects:
@ Timing: This implies:

e The amount of time that a particular survey should take in
order to be implemented.

o Frequency of the survey (annual, biennial etc.)

o Lag between data collection and result release.
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@ Data collection method: the three approaches mentioned
above are likely to be best implemented by collecting data
with different methodologies (CATI, face to face interviews
etc.).

@ Degree of subjectivism: measuring a phenomenon implies
maximising ojectivism and minimising subjectivism.
@ Coverage: the degree of which a certain survey is already

conducted at European level and/or by certain Member
States.

@ Costs:

© Direct costs: directly imputable to the conduction of the
survey,

@ Indirect costs: not directly related to the survey (i.e. costs
borne by entrepreneurs in answering the survey).
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@ Timely information on employer skill needs.

@ Can be noisy as is affected by business cycle effects, by
change in government policies and regulations.

@ Skill needs are generally assessed within hard to fill vacancies
@ Vacancies investigated can be:

@ Current vacancies: posted at the moment of the
survey/interview. They are objective but silent on the future.
Example UK NESS

@ Future vacancies: (generally within 1 year). Look at the future
but introduces subjectivism (entrepreneurs’ expectations).
Examples “Excelsior” in ltaly and “Panel enterprises forecasts”
in France.
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@ Timing The focus is on the short term. The time dimension is
critical

e The survey must be repeated frequently over time (at least
annually).

o The survey is held in the same period every year (seasonality)

e The survey should be held in the same period of the year in
every country (for comparison across countries)

o Lag between data collection, elaboration and publication of
results should be minimal.

@ Data collection method Constraints in terms of time and
frequency suggest CATI or web based interviews.
@ Degree of subjectivism Current vacancies are objective,

analysing future vacancies in inherently subjective (employers
need to make forecasts).

@ Coverage Good both at European and national level.
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Analysing vacancies

Costs

@ Direct costs.

e Being focused on the marginal side of the market, coverage
should be extensive.

e The needs in terms of timing and frequency of the survey
require an efficient and costly organisation.

e Elaboration costs are high due to the high frequency of the
data and to the short lag between data collection and data
analysis.
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@ Indirect costs. Different burden on employers when
considering current vacancies or future vacancies.

e Current vacancies are only a description of the current
situation.

e Future vacancies employers' are asked to make forecasts about
the future. This is easier for big firms that have a personnel
dept., harder for small firms.

@ Limitation they may not allow to have a clear assessment of
structural problems.
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@ Approach centred on stocks.

e Analysis of the workforce composition in terms of occupational
structure

e Analysis of the evolution over time of this occupational
structure.

@ Very useful when mixed with the flow approach

@ Note that the change in the occupational structure responds
to structural factors such as technological progress, trade
(globalisation), work and firm organisation etc.,

o Necessary to estimate these factors: sector of production,

firms’ organisation and innovations, relevance of foreign trade
etc.
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Analysing occupational structure

@ The major example is the OES conducted in the US,
semi-annual mail survey that measures occupational
employment and wages in 200 000 nonfarm establishments.
3-year window for a total of 1 200 000. It collects information
on occupation and on associated earnings.
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vacancies or difficulties in the recruitment of labour.

o Skill gaps are typically referred as the distance existing
between the competencies and qualification of the existing
workforce and the production or organisational needs on the
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@ Skill shortages are generally assessed by analysing hard to fill
vacancies or difficulties in the recruitment of labour.

o Skill gaps are typically referred as the distance existing
between the competencies and qualification of the existing
workforce and the production or organisational needs on the
firm.

@ Skill shortages are mainly a flow problem
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Skill shortages vs. skill gaps

@ Skill shortages are generally assessed by analysing hard to fill
vacancies or difficulties in the recruitment of labour.

o Skill gaps are typically referred as the distance existing
between the competencies and qualification of the existing
workforce and the production or organisational needs on the
firm.

@ Skill shortages are mainly a flow problem

@ Skill gaps are generally a stock problem
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@ Timing: employment structure changes slowly over time, thus
low frequency. Considering the complexity of such surveys
every 3-5 years should be fine. Important that the frequency is
constant.
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@ Data collection method Requires detailed information that
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surveys could be more suitable, in particular for big companies
that have detailed organization chart.

o Degree of subjectivism: rather objective. If skill gaps are
assessed then a certain degree of subjectivism is included.
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@ Timing: employment structure changes slowly over time, thus
low frequency. Considering the complexity of such surveys
every 3-5 years should be fine. Important that the frequency is
constant.

@ Data collection method Requires detailed information that
could be difficult to obtain using CAT]I interviews. Postal
surveys could be more suitable, in particular for big companies
that have detailed organization chart.

o Degree of subjectivism: rather objective. If skill gaps are
assessed then a certain degree of subjectivism is included.

e Coverage Low National level (UK and Germany). At
European level there is the “Structure of earning survey (2002
and 2006)". It is focussed on earning but also has detailed
information on earnings
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o Costs

Emilio Colombo Problems and methods



Vacancies
Occupational structure

Approaches Training

Analysing occupational structure

o Costs

e Direct costs. Necessary much and detailed information;
however low frequency helps costs, also no need of short lags
between data collection and processing. Postal surveys are
cheap but low response rates.
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Analysing occupational structure

o Costs

e Direct costs. Necessary much and detailed information;
however low frequency helps costs, also no need of short lags
between data collection and processing. Postal surveys are
cheap but low response rates.

e Indirect costs. Heavy burden on employers. Mainly on small
firms that do not have a personnel dept. Moreover in small
firms classification distinction is often vague. In the US
employers are “helped” by sector specific surveys that provide
specific examples of each occupation.
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Analysing firms’ training

@ Investigate firms’ policies in terms of training of the workforce.
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Analysing firms’ training

@ Investigate firms’ policies in terms of training of the workforce.

@ Can be focussed on stocks or on flows (training on new
hirings).

@ Timing: depends on whether the survey is focussed on stocks

or on flows. In the first case there low frequency is
appropriate, in the second case high frequencies needed.

@ Data collection method CATI interviews are the most utilised
method.

@ Degree of subjectivism. If on past practices, objective, if on
future subjective

e Coverage National level, several countries (Germany, Italy, UK
etc.). At European level this issue is well covered by European
Continuing Vocational Training Survey (CVTS) .

Emilio Colombo Problems and methods



ies
ational structure

(0]
Approaches Mg

Analysing firms’ training

@ Costs. Direct costs: similar to the vacancy survey if the focus
is on flows, closer to the employment survey if the focus is on
stocks Indirect costs: as above.
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Analysing firms’ training

@ Costs. Direct costs: similar to the vacancy survey if the focus
is on flows, closer to the employment survey if the focus is on
stocks Indirect costs: as above.

o Limitations: difficult to distinguish between the need for new
skills and the simple updating of existing skills.
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