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France, show a tendency for {iie education premium o decline. During the 1980
France experienced a decrease in the average return from education along with
deflation in the “value” of university degrees. From 1970 to 1993 the wage diffe
tial between university degree holders and those with no college education fell
average annual terms by 1 per cent for the shorter university degree programmes
by 2.5 per cent for the longer programmes.® In the Netherlands, too, the premi
for college-level education has been flattening out. In Italy the differential
various job skill categories rose in 1986-87 but has declined since. 40
The premium on experience (usually measured as age minus the number
years of schooling plus six to account for the pre-school years) tends to be higher
workers with lower educational qualifications in most OECD countries. In
United States, the earnings ratio of men with 12 years of schooling aged 45-541
those aged 25-34 rose to 1.33 in 1987 from 1.23 in 1979 — an increase of 8.1
cent. In contrast, the premium on experience for workers in similar age grt
16 years of schooling increased by only 1.4 per cent*! In Japan the
experience fell for all educational groups. In France it has begun to
1980s and the rate of rise has been higher for the less educated than
educated.#? &
A combination of an increasing premium on
Ppremium on experience suggests that the employment si
educational qualifications and no experience in the





image7.jpeg
Table 22, Annual growth rate of employment in selected manufacturing sectors in some
& countries (in percentages)
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Bangladesh (1985.92) 563 03 103 219
Chile (1980.95) 19 3 -18 25
China (1980.94) 188 [ 71 75
Colombia (1980-95) 14 20 04 37
Costa Rica (1984.93) 98 24 143 42
Egypt (1980.94) 12 5s 27 120
Indonesia (1980-95) 23 89 88 160
Korea, Rep. of (1980-95) 02 96 48 Ll
Malaysia(1980-95) 75 76 125 19
Philipgines (1983.95) 82 11 71 132
Singapore (1981.95) 36 93 11 37
Sri Lanka (1985.93) 276 13 83 9%
Taiwan, China (1980-95) -8 25 13 23
Uruguay (1980-95) 08 21 21 75
Venezuela (1980-95) a1 [N 09 37
Souree: Caetaed rom UNIDO) sl Saisics Diabase 1997 Viemnn, 1997,

educated has grown with the rising intensity of capital formation in office. and
computer technologies /' As many traditional production functions are displaced by
machines, there has been a fall in employment of production workers has been
accompanied by a redefining of much production work, as the Itroduction of new
fechnology and new forms of work organization (which tend to complement IT)
requires production workers to be more skilled and knowledgeable (sce box 2.3),

In advanced economies, the pervasiveness of IT affects almost every industry
and service, their interrelationships and the way of life in industrial societies. There
have especially been profound changes in the workplace, with jobs being destroyed
and jobs being created./The “workplace™ itself has undergone major changes with
the introduction of new information and communications technology and accom-
panying changes in work organization. As Wnany recent studies show, a radical

“development has been the birth of the “virtual workplace” — a high-tech informa-
tion and Knowledge-intensive_organizdiional culture Which does away ‘with_the
necessity of physical contact for work or busmes%hough this is still a very limited.
practice it is expected to increase, and with it the mobility and dynamic requirement
of the new type of office worker.!3

IT is expected to continue to diffuse rapidly over the next decade. The fast
and continuously changing character of IT implies that today's skills m_gy_b_eoomc‘
obsolete tomorrow. 17 is not always that “higher” sKills are required, but “different’
skills definitely are. To keep up with these fast-changing skill requlrcmcnts needs

CONMNUOUS refraining. . \ ;
New technologies allow globalization of production, which then leads to the

iffusion of IT in developin, g
larly the newly industrializing ones, have made the use of IT one of the central tools

well /Some developing countries, particu- -
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S in the United State.
2 sructure of employment in s,
s in the fastest growing occupations in the
The United States Burcau of Labor Statistics  Emplovmert 185€ 7500
(BLS) has predicied that the fastest growing s ofjobs
(hccupﬂllnnnlpgrnup in the US economy in the  Numbersin thousa -
period 1996-2006 will be high-skilled com-
puter professionals. In the computer and data-pro-
cessing industry employment s expected to
double its size to 2.5 million. The demand for
computer engineers, computer systems analysts
and computer scientists is spurred by the spread
of new information and communications

technology.

Low-skill service sector occupations (e.g.
personal and home-care aides, who look after an
increasing number of elderly people and recuper-
ating patients) are also expected to have a high

growth rate. O Computer Compiter, Systerme Personal  Physical

home therapy

The largest employment decines are predicted Scleriiais: eognéscs Sanalystnganc horss sidesnd
aseis

amongst the low-skilled manufacturing workers
— sewing machine operators. textile machine 1905 82006 () Percentage change
operators, textile setters, electric and electronic
equipment assemblers. Technological and organ-
izational change is expected also to affect the em- In terms of education and training, the categories
ployment of white-collar workers, such as typists  that are expected to grow the fastest are those which
and accounting and auditing clerks. require a bachelor's and associate degree.

Source: G, Silvesti: “Occupational employmen projections (0 2006",in Monthly Labor Review (Washington, DC), Vol. 120, No. 11, |
1997, pp. 58-83,

member _cou; manufacturi

industry was more t (figure 2.2). Employment in unskilled manu;
turing fell by 20 per cent.3 There is also evidence of widesprea
substitution of s| abour for unskilled labour.#

_In developing countries the shift in the structure of employment in manufa

turing has been varied. The proportion of employment in “high-skilled"S manuf;
turing industry has increased sharply in the fast-growing East and South~E’§s( Asi:

economies. It has also grown, though less significantly, in some Latin A -
African and South Asian countries. In some other developing countries such 4
Bangladesh, Kenya and Mauritius, there has been a shift away from “high-skilled

manufacturing employment (table 2.1).

Table 2.2, which focuses on the rate of growth of emplo ‘ment in a few hj

and low-skill sectors, shows that employment in the traditio,
most of the East and South-East Asian and Latin Ameri ountries; i
ia a i how very high rates of growth of
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on-electricg

Wearing apparel sector, In the high-skill sectors of electrical and
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ion, technological change and demand for skilled labour

Because the new forms of work organization

ossibility & level of productivity of its poorly educated workforce significantly and
ng equal by 35 per cent.25

ff-the-job Though considerable progress can be made with a poorly educated labour
Jorce, particularly in the early stages of restructuring, in the long run firms which

But it is not always clear how much education and what forms of education
are required for appropriate training to be successful. Team-working and continuous
improvement require an ability to analyse problems, to communicate ideas and to

""::im Box 2.6. Training for new forms of work organization in developing countries
, have
mple, Though the area alowed it (0 recmit reltively  established specifically for this purpose.

work[§ | highly educated labour, Ford initially invested
heavily in training in its Hermosillo plant in Mex-
ico. Of a total labour force of 1,600, 300 of the
first intake went to Japan; a further 278 visits
were made to Ford's Spanish plant and 22 to its
Belgian plant. Significantly, none were sent to the
United States or the United Kingdom since these
were scen as representing the old patterns of mass
production work organization. All new workers
received 684 hours of intensive classroom train-
ing before starting, covering multidisciplinary
technical and social skills; 35 hours were devoted
fo group concepts and 16 hours to group problem
solving. After this many workers received addi.
tional training in special areas.

In its Indian plant Whirlpool, the white-goods
manufacturer, recruits only literate workers. All
workers are provided with three months’ full-time
training on product knowledge and
skills after recruitment. A training centre has been

after, there is nine months' on-the-job
and a further two years' probation.
gramme began by using external cop
cies to identify training needs and
for executives, workers and desi A full
programme was then established in which
worker received 80

ns
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so extensive in the minority of firms which adopf

in developing countries.
as been linked to the
Although this clearl
of training in othef
osts on the.

tries have, like their N ;
of the workforce. Training is al ]
e (::s of work organization in export proces_smg zf)n_es S
The rise in this firm-level investment in training
nfluence of the global standards of multinational corporations.
was an important factor in some firms, however, new tjonns
Jocally owned firms arose from demand for better quality and lower ¢

external and domestic ‘market.2®

new for

Need for targated training

There has to be a close relationship between a firm's new organizationa

practices and its training system and training objectives. Introduction of new or;

{zational measures along with more and improved training for workers may not I
{o the desired outcome if they do not complement each other closely. That is,
issue is not merely more training, but focused training. Training can become an e
in itself and can be increasingly used as a substitute for difficult changes on the
floor. In this way unfocused training can lead to waste. Instead, training progra

have to be carefully tailored to the critical success factors which drive each com
pany’s strategic vision.?”

As increased productivity arising from the new forms of work organizatio
prompts more firms (o adopt these practices, the demand for skilled labour rises. By
this has to be complemented with further training or worker education programme
Most firms in both developed and developing countries which have successfu
implemented new organizational techniques have invested considerable time a
resources in training (see table 2.4 showing the difference in training practi
between top performance firms and average performance firms). At the same timef -
firms which follow an active training policy are more likely to report increase
productivity arising from new forms of work organization than those which attad
less importance to training 28

What work now demands from employees

The changes in technology and work organization, often complementing |
other, have resulted in a shift in the nature of skill demand. The changing ¢
of new technologies requires workers who can learn and adapt to th
quickly and efficiently. Though the skill itself may not be “higher”,
master it quickly and use it productively calls for a high level of
familiarity that favours the higher skilled. The discussion on
work organization is therefore increasingly focused on skills,
sections of the workforce differently. ,
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_ The demand for professionals and technicians has increased in all countries,
as their analytical, cognitive and behavioural skills equip them better to adapt to
more sophisticated technology. However, even within these high-skilled jobs the
trend is increasingly towards multi-skilling — combining specialized professional
expertise with business and management skills,

Production workers, whose employment growth rate has been low and often
negative, have been the most affected by these changes in technology and work
organization. Within production workers there are more skilled (manual, craft-based

skills) and less skilled components. There is not enough statistical evidence to estab-
lish which components are experiencing the greatest decline in employment, but
there is evidence that there has been a change in the overall definition of production
work — with the trend now being towards up-skilling and mu](i-sl»dl]ing. A study of
56,000 production workers over an eight-year period shows that skill requirements in
production jobs have changed across the board. It is not only that each Job has
experienced up-skilling, but the overall distribution of production jobs has shifted
from the less skilled towards the more skilled.? “Under the new system of
bl the production worker becomes an analyst, a role involving a different level
e 1 ATl et b e befe’ss o io-er o TaEine oA
o employment for clerical workers has not shown any consistent pat-
nasog:me‘; a study on the changing role of clerical workers between 1990
e a.;t that their employment will fall dramatically as computers do
and 2000has o work. There is evidence that in some service companies espe-
imoi® ouige ofiee W CELE st of ciarical frsasions o ko
cially there has el kills are increasingly required.3!
2 d diagnostic s m' = * oy
edge and social an s in work require employees increasingly to possess

mm ﬁ:;l:::ug;d by continuous training and retraining by the firms.
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roduction of Mo rm ap-
ctivity. There has
f skills and responsi-
kers, The integration of
functions unde work systems means that
production  workers must be trained to use
measuring equipment, T out statistical process
eeol procedures, adjust_equipmerts read de-
Gins and charts and perform MINOt ‘maintenance
The development of team working and guality
circles also involves the use of more general abili-
|| ties such as communication conflict resolution,
negotiation, problem-solving and working collec-
| tively. Workers are given more responsibility for
the day-to-day running of work
T Yempower” production workers with these
new responsibilities, companies have invested
| Widely in enbancing the skill content of produc-
|| tion workers. There is widespread evidence of in-
Soximent in education and training in assemblers
e firet-tier suppliers in the Brazilian automobile

Ihe jobs of prodt
rot-t

produ

tion wor

| Source: 1. Humptvey: Globalisaion and supply chain nefworks in

| Production and Local

| 1995 (Geneva. International Inttute for Labour Studies). pp

Soc: New Perspectives on Enterprises Networks,

< have not only in-
including numeracy
raised the number of

industry. Leading companie
vested in basic cdhuca;‘mnc.
acy § ut hav
e 4:1 ";m \raining for direct production
50 hours. per year, Insoing
\his has been accompanied by a
% Job categories and promotion
ti-skilling, education and

workers 10
companies
restructuring
linked directly 0 mu!
training £
‘Multi-skilling and investment I training, how-
ever, do not target workers lower down in the sup-
ply chain. A study of one assembler and three tiers
P its suppliers, for example. suggests that invest-
ment in training for technical skills was particu-
Jarly strong among the assemblers; in the first-tiet
suppliers, training was clearly important for com-
panies producing critical parts and those in the
metalworking sector, but less in the electrical and
plastic parts sector. Among the second-tier suppli-
P e and subcontracting workshops supplying both
the first and second tiers, work and labour
Conditions were much worse, with the preence of
clandestine workshops and child labour.

e auto industry: Brazil and India, International Workshop, Global
Employment and Local Development Policy, Geneva, 9-10

2931

ever, some firms, especially small ones,

the high level of training needs. In:
they are increasingly engaging
workers.3?

In subcontracting, specialization a
part of the value-added chain. A decline in vertical integration has made the relation
its suppliers more important.33 ‘While many such subcontra
and technicians and low-skilled clerical and service wo
firms (often operating in the informal sector in developing.«

between the firm and
are skilled professionals
others are small and micro

find it more and more costly to cope wit
stead of spending on training of the workfor
subcontractors and temporary and part-timg

has led firms to focus on a progressively st

countries). They possess a pool of manual skills, but in contrast to the high-technolog

sector these firms are characterized by traditionally acquired skills, a low resource bas

and poor work conditions; this is the

forms of work organization (discussed in detail in Chapter 7).

Rising wage differentials:

Technological change and new forms of work organization which shift

other side of the coin of high-tech sectors and n

Is there a skill gap?

demand for labour towards higher skills result in income inequalities if they imply

acceleration in the demand for skilled labour that exceeds the supply — i.e. a ski





image5.jpeg
on, technological ohange gy

80X2.8. Changjp,

Comparison of two survey,
nited Kingdom in 1986 ynd § gendicted in the
with interesting findj, has come

85 0n the 1o, 128
Skl he groups affeensy e increasing use g

Kingdom.

'9 work skijls [

demang fo, Skilled latso,,

— &%

N the United Kingdom

. 3
In terms of qualification levels for new re.

fruits, whereas 62 per cent of jobs required at

i least some qualify
Tty Portance of .o qualification in 1986, by 1997 the
| dem kql.;d,.,-!m,(,,‘s . ork, gharance of acy figure had risen 10 69 per cent. For “high-
work skills lhdlamcha“gmg most s, Pe of level” qualifications (above A-level) the pro-
* There has been a notable gagpee EifCanty: Portion rose from 20 to 24 per cent
Cent 0 57 per cent in iy CASE from 67 per " b

The proportion of jobs “using” high-level skills
(considered “essential” or “fairly necessary”)
rose from 16 per cent in 1986 to 18.5 per cent
in 1997,

® There has been increasing use of computers,

and at greater levels of complexity, during the
1990s.
More importance has been attached to the ex-
ercise of communication skills, social skills
and problem-solving skills.

The workers who are more likely to lose out on
improving their skills are those in part-time
jobs, the” self-employed and those over S50

|

years of age.
Source: F. Green et
Centre for Econome.
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&ap. Evidence from many OECD countries shows that this has indeed been the case.
since the 1980s, with wage differentials between skilled and unskilled workers
rising. In the 1980s, this widening wage differential was sometimes accompanied by
a decline in the real earnings of the less skilled.34
From 1980 to 1990, Canada, the United Kingdom and the United States exhib-
ited the highest increase in wage inequality among developed countries. In the more.
recent period (1990-95), the movement of wage differentials has been somewhat varied
(see table 2.5), though many countries continue to exhibit high earnings inequalities.
The wage inequalities that exist between labour categories (as measured by
average hourly wage differences between the various categories of the labour force)
can be decomposed into a premium ascribed for the level of education and another
for the level of experience. ;

In some OECD countries the premium on higher education increased during
the 1980s following a decrease over previous periods.3S According to a recent study,
individuals with university qualifications typically earn 50 to 100 per cent more than
those with only a secondary education.36 In the United States the premium for
college education climbed from 13 per cent in 1979 to 38 per cent in 1987 and
53 per cent in 1993;37 between 1979 and 1994 the weekly earnings in real terms f‘m'
college graduates rose by 5 per cent, Whﬂaes those of high-school graduates without a
college education dropped by 20 per cent. X 9

2 In contrast, sol:ne countries, such as Japan, are characterized by the :.::hﬂﬁ o
of the wage differentials as a function of the level of education. Others, L





