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            Foreword

         

         The Importance of Highly Pro-active Skills Policies

         As an experienced member of the EU Council of Ministers of Labour, I would like to address the difficulties many governments face when trying to adapt their workforce to the challenges posed by the introduction of new technologies. New training methodologies need to be developed and the mind-sets of businesses and employees changed. While industry will have to invest in the continued acquisition of new skills by its employees, the workforce will have to embrace change and seize the opportunities posed by continuous lifelong learning. The development of new skills should be considered an investment in the future prosperity of the company/industry and not as an additional cost.

         As can be observed in the case of the Luxembourg Digital Skills Bridge pilot, the aim of the government will be to provide people with a safety net while they are transitioning to a new position/job. The Ministry of Labour, Employment and the Social and Solidary Economy actively encourages businesses to define their digital strategy and to assess their skills needs. Financial support is provided to those wishing to facilitate employee mobility. First conclusions are expected to be drawn by the end of the year/beginning of next year and will be shared with other Member States. We greatly appreciate the efforts being made by the OECD to help States. Upskilling has become, more than ever, the indispensable response to the ongoing technological and economic transformation. It is an essential element of a new ‘social contract’ which the new technological changes require if we want them to represent an opportunity for all. Employment policies must be adapted in order to fully take into account these new developments that have a strong impact on companies as well as on society as a whole.

         Luxembourg as a very open economy has made the choice of becoming an advanced digital society. This certainly means a high level of investment into digital infrastructures but above all to help citizens as well as workers and entrepreneurs to be ready for the future. To do that successfully we are convinced that confidence is key. This can only be achieved through dialogue with all stakeholders. It is the best way to make the digital society as inclusive as possible.

         Nicolas Schmit

         Minister of Labour, Employment and the Social and

Solidarity Economy

Luxembourg

         When Your Knowledge Becomes Obsolete

         As many countries anticipate stagnating growth rates in the coming years, Upskill, A 6 Step Solution to Sustaining Economic Opportunity for All, lays out a simple but effective strategy for human capital investment. This book offers a superb incentive for governments, industry and social society to work together to ensure not only continued economic well-being, but meaningful work for the individual.

         The authors, Laurent Probst and Christian Scharff, outline key issues that influence local economies today. The straight-forward six-step summary is augmented by an assessment of innovative solutions that can be used to activate key drivers. Uncomplicated math shows the financial advantages, including the vast potential savings associated with providing a rich, rewarding technical development path for workers.

         This book, describes the need to unleash upskilling potential through:

         
            − governments fostering continuous upskilling through innova tive policies that support life-long learning

            − organisations matching their digital investment with sustain able technical upskilling initiatives for their people

            − markets investing in, and profiting from, funds that use sustainable approaches to optimising human capital potential

            − unions, communities and individuals collaborating to form a more innovative mind-set around diversity

         

         The benefits are clear. Progress is created or at least driven, through tipping the focus away from short-term band-aid measures. Upskilling workers in the ubiquitous technology platforms that intersect with industry today, provides a local, readily available workforce. Supporting workers to participate actively in technical upskilling delivers purpose-filled jobs that build pride. Upskilling fuels local economic growth and energises the dissemination of ideas; it is an integral component in creating a lasting foundation for global prosperity.

         In an article in Scientific American Dec. 15, 2018, on the Rise of Knowledge Economics, C. Hildago asked if we are moving towards measuring Gross Domestic Knowledge as accurately as we measure GDP? This book illustrates aspects of this evolution of Knowledge Economics.

         This book addresses one of the most critical but soft infrastructure issues of society today, the life cycle of practical skills and/or the sustainable span of professional knowledge. Of course, this issue is not new, but evidence is mounting that the situation is much more serious today than 25 years ago, when we started to address this at Skandia, Sweden. We are heading toward Knowledge Economics and the related challenges for all stakeholders and, most of all, for Future Generations.

         With professor Paul M. Romer we addressed the power of innovation and thought leadership in Skandia. Paul M. Romer started developing his theory of endogenous growth and creation by purposeful activities in the marketplace. Romer’s findings allow us to better understand which market conditions favour the creation of new ideas for profitable technologies. His work helps us design institutions and policies that can enhance human prosperity by fostering the right conditions for technological development. Romer also demonstrated how such endogenous technological change can shape growth, and that policies which are outlined in this book are necessary for this process to work well. This year (2018), he was awarded the Nobel Prize for his work on Knowledge Economics.

         Society’s Intellectual Capital, as well as that of organisations, is very dependent on our deeper understanding of how to effectively design and implement upskilling initiatives; 6 steps and beyond. That is what this important book is about. Intellectual Capital might also be described as the root of all fruitful endeavours. Roots are often invisible and difficult to measure. The epistemological roots of Intellectual Capital (IC) come from insights derived from the value of brain power or knowledge. The human being is surrounded by systems and technology that can be referred to as Structural Capital. Although our Human Capital is working six to ten hours per day, our Structural Capital might work around the clock; three, four or more times, in terms of productivity. The formula then becomes Human Capital is multiplied by Structural Capital (HCxSC).

         But it is not only about skills, competency or the individual. It is about societal welfare. An erosion of either of these two major components will lead to an imbalance in the holistic Intellectual Capital ecosystem of an enterprise, society, region or nation. We see that this has happened throughout the centuries, mostly due to lack of understanding of strategy around human capital management and how to navigate from a longitudinal viewpoint.

         On another level, it might be related to the behaviour of millennials or generation Zs, born around 1995 to 2009. They will be the leaders of our society tomorrow. With their high IT literacy causing a different attention span, learning style, and mode of interacting, we are sure to see a much more individualistic thrust to societal development and business enterprise. New models of employment, such as contracts based upon deliverables, or value creation, will emerge. Out of this, we already see the development of the GIG economy (PWC report 2018), where short-term contracts and temporary positions become the rule, not the exception.

         Today, we know more. The global competition for knowledge is increasing. China is predicted to become the next scientific super power. So how do we prevent obsolescence?

         We must begin to focus on continuous renewal. It is through renewing systems, both political, business, and skills that we will create the new paradigm. This is critical. We can see that our society is already far beyond Industry 4.0. We are in an era of intangibles and intellectual capital. Just look at the investment flow into fibre optics, internet, big data, coding, health, autonomous cars, intelligence defence, etc.

         UNDP, UNESCO, UNEVOC, WEF, Google, Weibao and others have begun to address the need for innovative knowledge approaches. When and where will we see the Netflix of education? Already since 2016, MBRF (Mohammed Bin Rashed Al Maktoum Foundation), the Knowledge Foundation of Dubai, has collaborated with the UNDP to refine and progress the new knowledge navigation system using a GKI (Global Knowledge Index) system.

         The SDG (Sustainable Development Goals) efforts will include addressing both the Human (HC) and Structural Capital (SC) within Intellectual Capital. In Skandia we started to work on these aspects in 1991 by appointing a Director of Intellectual Capital. We also started looking at the accounting and mapping systems as critical for knowledge navigation, following the development of the innovative Organisational Capital renewal tool, called Skandia Future Centre. Now these approaches have been followed globally in many nations, institutions and enterprises.

         One of the cutting-edge dimensions for this pioneering societal innovation was generating Competency Insurance. This system was modelled after a pension savings plan, except using knowledge. It enabled participants to finance their knowledge renewal, when at risk of becoming obsolete. The Competency Savings System was owned jointly by the employee, employer and a third-party Savings Foundation, and supported by a governmental tax law. Up to 10% of the employee’s gross salary was allowed. The savings was comprised of a contribution of up to 5% by the employee which was matched by the employer. The contribution was tax deductible for the employer, and the employee was only taxed when the amount was withdrawn for educational purposes.

         The system was prototyped with Skandia staff in the late 1990´s. It attracted attention from unions, politicians and employers. Bonniers, Swedbank, City of Stockholm, and Robur were other employers that participated in the plan along with Skandia. Within a few years, the system had about 20,000 individuals participating. Unfortunately, due to political and governmental initiatives, it could not be scaled up. A clear signal that without the collaborative participation of all stakeholders (government, business, unions, associations, individuals, etc.) most efforts will be doomed.

         Given the shift in the employment market, with growing self-employment in the GIG economy, it might now be a good time to launch a modernised version of this approach. It could be a societal innovation initiative (emerging out of Luxemburg)?

         
             

         

         Leif Edvinsson, Professor Emeritus,

University of Lund, Sweden and Hong Kong Polytechnic University, Brain of the Year Awardee, 1998, by Brain Trust, UK.

         
             

         

         
             

         

         
             

         

         Reference: THE PRIZE IN ECONOMIC SCIENCES 2018. THE ROYAL SWEDISH ACADEMY OF SCIENCES, www.kva.se, https://6702d.https.cdn.softlayer.net/2019/10/pop_ek_en_18.pdf
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               Figure 01: Upskill! A 6 Step Solution

            

         

      

   


   
      
         
            Introduction: Time for Action

         

         If ever there was a time for government, business and social society to work together, it is now. This book looks at the alarming skills shortage, the increasing demand for talent and the high vacancy rate in technical jobs throughout the Western world. The frightening implications of this continuing trend coupled with unemployment – especially in youths and older workers – is not to be dismissed. This book affords the reader a view of the ‘organisational pain’ being produced by massive layoffs triggered by skill obsolescence in industries that are falling short in recruiting resources for key and critical jobs.

         These trending factors are causing governments to reconsider their structures, policies and systems. The elements that comprise this unprecedented challenge include:

         
            	high percentages in NEET (Not in Employment, Education or Training) – leading to a disenfranchised and demotivated youth

            	vocational training inefficiencies and wasted training funds – caused by participation in knowledge or skills acquisition in the wrong domains

            	higher unemployment insurance – increasing subsidy and support costs, and impacting mental health and well-being in a large segment of the population

            	losses in the tax base and revenue – impacting regional economic well-being (personal and corporate tax loss) caused by vacant positions, and migration of jobs and industries to regions or countries where skilled workers are more available.


         

         About this Book

         Our hope is that this book hastens the adoption of our radical vision of government, business and society working together, in lock-step, to ensure a brighter future for all. We also hope that you enjoy reading the concepts and examples we have compiled here. To that end, we have moved all references to the Appendix in the hope that you will have a stress-free, uninterrupted and enjoyable read.

         Gravest of Situations (Section I)

         In Section I, we look at the early warning signs presenting themselves in most developed countries. Overqualified workers are jobless; their skill-set or experience not suited to the jobs available1. Large numbers of youth, emerging from years of unfocused education (not tied to market projections or needs), are finding themselves unemployed and unemployable. The Middle East, where 60% of the population is under 25, sees a growing educational gap in soft skills and STEM (Science, Technology, Engineering & Mathematics) subjects. The impact on business revenue and GDP, as populations migrate and businesses move, is undeniable. Faced with a new marketplace reality, Ministries of Labour, Economy and Education are finding that what worked in the past is beyond inadequate; that curative solutions for unemployment are ineffective. They must now find a balance between offering ‘the expected’ support to unemployed workers, while providing visionary leadership for upskilling toward the ephemeral ‘future jobs’ perspectives.

         Finally, we look at HR as it becomes integral to strategy setting and implementation. Management is realising that HR is one of the most strategic departments in the company. The cost of not upskilling the employee population is massive. A recruitment manager in a large French utility company, sums it up effectively, “I now understand that we must change our recruitment criteria. We have spent much time investigating hard skills (eg accountancy), but we must now look at soft skills and the ability to learn and grasp new knowledge, so that we build a workforce that can evolve into the new jobs we cannot even forecast today.”
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               Figure #02: Automation of Jobs

            

         

         The message in the first section of this book is clear: Change now … or become obsolete. Government, business and individuals must work together to implement a holistic and sustainable solution. Distributing power and accountability between these groups will combat the widening gap between obsolete workers and the market’s demand for workers who can fill new jobs.

         6 Steps, The Upskilling Solution (Section II)

         Fundamental to every journey is a map that points the way. Section II explains a solution that is already being used by a few visionary governments and businesses to: 1) alleviate economic stress, 2) address current challenges, and 3) rewrite the predicted pessimistic future. Communication is integral to the successful  implementation of upskilling initiatives, and the heart of this model. Like most organisational change initiatives, engagement and accountability are central to success. This type of initiative requires government, business and individual workers to question their habits. Working together to create sustainable economic opportunities and jobs, demands that leaders and sponsors act as role models. Everyone has a part to play. Each group must take steps to align strategically to ensure full and meaningful use of resources. In the Return on Investment chapter, we provide details regarding the savings garnered by strategic investment in upskilling – for the company and government. The savings are not insubstantial; every €1 spent to upskill an at-risk worker nets out €2 in savings and revenue generation.

         Our roadmap is built on simple principles. Anyone who has organisational development or change management exposure will recognise and embrace the familiar operational elements. This approach obliges key stakeholder groups to put away ineffective agendas and antagonistic strategies. It compels everyone to have conversations that create understanding and buy-in for the new paradigm.

         Section II provides enough detail and examples for any group to establish an upskilling initiative in their region. For the visionary few who understand that a sustainable and continuous upskilling model is our only recourse, this section outlines key activities, milestones and also provides notes on rationale for each step. This roadmap aligns and shifts the goal posts to ensure easier and quicker implementation.

         Upskilling Ecosystem Paradigm Shift (Section III)

         Throughout history, we have dismissed thousands of inventions and new systems as not feasible or even impossible. Yet no matter how phobic we are, or the breadth of change we must undertake, eventually we realise the value of taking a different, more effective approach. Some readers may not believe that people can come together to work for their own greater good. Section III is all about dispelling that belief. It delivers the good news of upskilling. It furnishes details regarding some of the most important elements associated with upskilling and ample examples of how upskilling is working around the world.
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               Table #01: Stakeholder Actions

            

         

         The numbers are clear. This model, correctly implemented, allows companies and countries to be more competitive, as well as save corporate and tax-payer funds. It improves GDP, empowers the underrepresented, and attracts commerce and industry to job centres of excellence. It even, in an indirect manner, strengthens democracy.

         Upskilling Defined

         The origins of the word ‘skill’ can be found in Old Norse (skil), Icelandic and Faroese (skilja), and Swedish (skäl), from as early as the 12th century. The root meaning implies an ability to assess something critically; ‘power of discernment’, ‘ability to make out, adjustment’, ‘to separate; understand’. Most dictionaries define ‘skill’ as the knowledge and ability that enables one to do something well; expertise, or type of work or activity which requires special training and knowledge. In America, it is even more focused on outcomes: ‘great ability or proficiency; expertness that comes from training, practice, etc’. As a verb, skill implies training a worker to do a particular task.

         Interestingly we see in these definitions, three thought-provoking notions: knowledge, ability, and quality of outcome. In the past, the word skill related specifically to the acquisition of applicable knowledge and a person’s ability to transform it into real knowhow. Craftsmanship was synonymous with this concept of superior work. For example, the quality of the cut of a diamond is linked to the skill of the craftsman.

         Although skill continues to be associated with craftsmanship and manual work, today it is used to describe a high level of excellence, distinct from knowledge, in a variety of professions (both for blue- and white-collar workers) and is recognised by a diploma or professional certification. It adds the layer of ‘ability to perform an activity or task effectively’ that goes above and beyond knowledge.

         Upskilling or Reskilling?

         For most people, ‘reskilling’ is associated with difficult situations in which people lose their jobs during specific crises or unfortunate business catastrophes and require retraining to find a new one. Its negative connotation is associated with a small, unemployable group of under-qualified workers who lacked abilities. For example, during World War II, millions of American workers were reskilled to fill vacancies in military manufacturing. In the 70s, the iron and steel industry crisis led to imagining different solutions for people; one solution was reskilling.

         Using the word ‘upskilling’ allows us to clearly delineate from reskilling and its negative implication. Upskilling suggests a worker’s clear intent to expand capacity and therefore, employability; to advance and progress their competency portfolio, including technical, soft and digital skills. By upskilling, an employee can offer more to a company and their employment would generally be more interesting and sustainable. In the OECD Report on Automation, close to 40% of all employees in Germany have undergone at least one occupational re-qualification for professions with systematically lower risk of automation2.

         Upskilling implies re-qualification, which is an important tool in the transition to jobs that are less likely to be automated. Upskilling, as well as indicating progression, also suggests a more positive dimension and better situation for the future. This is very important in terms of employee buy-in. When tested with corporate HR directors and employee groups, there was a clear preference and positive reaction to ‘upskilling’ rather than ‘reskilling’.

         Finally, our underlying premise is that today realistically, the entire workforce will be required to expand or augment their skills regularly. Upskilling means a lower dependence on market conditions and increased added-value for the individual. It indicates a more positive future situation and therefore is more appropriate in this context. 80% of CEOs in the last PwC survey, clearly indicated a concern with talent availability and their feeling of accountability for ensuring that current workers are requalified regularly3. Thus, upskilling is more appropriate to use in this context than a word originally associated with just a small group who have lost their jobs.
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            Chapter 1: Realities of The Digital Age

         

         Today technology is invading both our private and professional lives. The ongoing acceleration of new technology enables drastic productivity improvements but is challenging both individuals and corporations. We are being forced to learn an ever-growing number of applications. We must adapt to new, and increasingly frequent, technology and system updates as the digital revolution becomes a fixture in our daily lives. At the same time, some elements of almost every job in the marketplace are being transformed or usurped by innovative hardware and/or software solutions. This acceleration of the ‘technologically unfamiliar’ is intensifying the challenge of finding people who are qualified to fill openings, and capable of working in the shifting digital landscape. It is transforming not merely the workers’ profiles but the organisation itself.

         Velocity of Technology Development

         In the last century, the development and introduction of technology was rather slow. It took over 150 years to go from the invention of the first commercially viable steam engine (Thomas Newcomen, 1712), to the first successful internal combustion engine (Etienne Lenoir, 1859), and finally to a more modern version (Nicolas Otto, 1876). Progressing from celluloid (Parkesine,1856) to the first digital camera (Steven Sasson, 1975) also took over 100 years. Lately, we have seen some impressive progress, with the evolution of many technologies in a single work generation. Possibly one of the most striking, certainly the most recognisable technology advance was the move from being earth-bound to manned spaceflights. In under 60 years, we went from the first manned flights (Wright Bros, 1903), to the invention of the jet engine (patented by Hans von Ohain in 1930, it did not fly until 1941), to a manned spaceflight in 1961 by Russian cosmonauts.

         In 1965, Gordon E. Moore, in his eponymous law, observed that the number of transistors on integrated circuits double every two years. This indicates the pace of growth in the quality computing power, storage capacity and efficiency. 40 years ago, in the 1980s, we saw the advent of the personal computer. In the last two decades we have gone from the invention of the ‘mobile phone’ to the ubiquitous smartphone (hand-held computer). Although it didn’t exist ten years ago, it is now owned by over 2.5 billion people world-wide.

         While developments of this magnitude would normally occur every 10 to 15 years, in the last decade the pace of change has accelerated to a two- to four-year cycle. This acceleration is not just challenging workers to adapt at an always faster pace, it is also threatening organisational direction, mission, and job stability. Unlike past decades, where only individual elements of the organisation were impacted by changing technology, today, this evolution impacts everything about the organisation, everyone in it, and the associated value chain.

         According to the OECD (Organisation for Economic Co-operation and Development), 30% of current jobs in member states are at stake due to automation4. On the other side of the coin, the Belgian Prime Minister was asked why their 2018 GDP growth rate was suffering at only half that of other OECD countries and far below some other EU economies. His response was that over 130,000 jobs remained vacant in Belgium5. What percentage of this is caused by lack of technical skills or required competencies that do not exist in the workforce?

         The EU white paper on the Growth of Europe (2017), estimates a potential gap of 700,000 IT workers in the EU by 2025-306. If countries and companies are not able to source talent capable of running their factories, processes and sales, competitors elsewhere in the world will. Our new market is driven by competencies and the ability to quickly acquire technical skills.

         The Transformative Technologies and Jobs Of The Future report, published for the G7 Innovation Ministers’ meeting in Montreal, Canada (2018) shows predictions, derived from a Frey and Osborne paper, regarding the average risk of automation by industry7. It indicated that about 47% of jobs, especially those in service-provision, transportation, logistics, administrative support and production, are at risk8.
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               Figure #03: Average Risk of Automation/Industry

               Source: OECD (2017e), “Going Digital: The future of work for women”, https://www.oecd.org/going-digital/Going-Digital-the-Future-of-Work-for-Women.pdf.

            

         

         We are in a time of high variability, high disruption and high volatility. ‘Protected’ playgrounds are not only being attacked by direct competition, but also by new entrants leveraging their technological advantages. Business models are blurring between sectors, as new entrants like Apple Pay or WeChat in China upset the existing payments service industry. Other enabling technology is causing (or in some cases, forcing) businesses to evolve. Telco’s are performing distance-medical intervenes in Africa and South America. Tech companies, like Cisco, are developing and offering huge educational curricula, and Alibaba is becoming the top money market fund in China. Even hair dressers, in a traditionally low-tech industry, are beginning to use smart mirror technology to perform hair style diagnostics, easily showing a specific hair style or colour on their client.

         This increased focus on technology systems, is sparking another trend. Organisations are incorporating digital into their strategic plans. The number of Chief Digital Officers (CDOs) is growing as companies realise the importance of this role. CDOs and their teams develop and introduce new technology to improve productivity through automating jobs. They insert technology that increases client satisfaction through faster reaction time and better response time to requests. ICT and the CDO use digital avenues to launch new products. This is all ground-shaking.

         The list continues in the office; automated client interfaces classify client requests, offer automated answers via chatbots, determine the potential availability of sales-people for calls and establish client profiles. Sales representatives take orders on tablets, where client information such as last quarter’s purchases and consumption trends are available at their finger-tips. Real-time figures allow them to know the exact moment to adjust pricing and to create tailored promotions for merchandise. Tomorrow, sales people will even become more productive and travel more safely thanks to autonomous cars and trucks.

         Robotic Process Automation (RPA) is being used for many repetitive tasks associated with accounting, blockchain, and to secure data for sensitive topics like parts in the health industry or product origins for prepared foods. In the field, technicians wearing augmented reality (AR) 3D goggles, share what they see with specialist working remotely, and perform repairs based on advanced diagnostics only possible with the advent of recent tech evolutions. On the shop floor, smart factories are making extensive use of Industry 4.0 concepts like data monitoring, analysis of robot speed, raw material consumption, labour costs, and quality. Temperature is managed via Internet of Things (IoT) wired devices. IoT has also allowed the advent of 3D printing, predictive maintenance, automated conveyers and warehouses with automatic guided vehicles (AGV) … to mention just a few time-saving advances.

         A clear sign that the current trend will continue is the relentless testing and adoption of new tools. Interfacing new tech with company ERP systems is becoming the norm. Organisations are investing large amounts of funds in technology because it’s strategic. Yet they have hit a wall. Lower and lower numbers of qualified workers delay production and product development. This shortage causes sales to decrease, impacting the bottom-line. To address their shortfalls in the talent market, companies use wage augmentation and other strategies to steal each other’s staff, which fuels even more personnel ‘volatility’.

         Studies across Europe reveal a shocking picture of the current technological landscape. 14% of jobs suffer from a very high risk (70%+) of being automated. An additional 32% of the remaining jobs have a high probability (50% to 70%) of being partly automated or face significant changes to their content9. According to the 2017 Report on Employment Orientation, 35% of the working population in France has no, or very limited, digital skills, and a full 40% of French workers who have not completed their BAC, are at high risk of losing their jobs due to automation9.

         Technical competencies, creative problem-solving and collaborative skills are becoming the most important success factors in the workplace. They are an integral component in the strategic agenda of most companies, but the OECD Report on Automation (March 2018), indicates that a mere 31% of at-risk employees (job loss through automation) had received professional training in the past 12 months2. On average, these employees only received 25 hours of training per year as compared with the 59 hours enjoyed by the least exposed employees. This is a clear indication that training is focused on those who need it least. Exposing populations that have a higher than average chance of unemployability, are receiving less or, in some cases, going without. All the while, there is an ever-expanding gap between competencies that are available on the market and those which are needed.

         Shrinking Talent Pool

         The problem of not being able to find the right talent is reaching critical proportion. But why is this happening? While demand is reaching peak levels in most economies; many countries such as Japan and most of Europe have had low birth rates for decades. The declining percentage of ‘young’ (children aged 0 to 15 years) is occurring in tandem with a growing ‘elderly’ population (population over 65). There is great doubt whether younger generations will have the time, training, or the motivation to take over the millions of high-skilled jobs left behind. Indicators include:

         
            1. OECD countries: the young population decreased from a low of 29% (1970), even farther to 18.4% (2014)

            2. France: the elderly population has moved from 13% to almost 18%

            3. USA: the majority of baby boomers will be retired by 2030, moving the elderly from 9.8% to 14.5% of the population. The birth-rate is tumbling. This category (0 to 15 years) has moved from 27.8% (1970) to 19% (2014) of the population

            4. Japan: the percentage of young people stood at a low of 12.9% (2014). Conversely, the elderly population increased from 7% to 25%

            5. Globally, the 2017 UNFPA statistics for people aged 60 or older paints a clear picture10

            
               - In 1990, there were 500 million people who were 60 or older. In 2017, there were 1 billion in that category. This figure is forecast to reach 2.1 billion by 2050

               - 5.4% of the population falling within the 70+ age category in 2018, will grow to represented 11.2% of world’s population by 2050

               - At the same time, the percentage of active population (people between 20 and 69 years) will drop sharply in most production and research countries

            

         

         In a booming job market, these figures are cause for alarm. Demographic shifts are clearly a growing issue in most OECD countries. For most companies, talent pools will shrink in proportion to the ageing population. In some countries like Japan, Singapore, Korea or Southern Europe, there will be more than a 10% drop in the active population. Only two countries on this list have stable or increasing active populations right now; India and Israel. The rest of the world will see a decrease in available talent and will face the challenges associated with an ageing workforce.

         It wasn’t very long ago that workers anticipating retirement, would slow down as they approached 50 or 55. For many today, this way of working will shortly be, or is already, history. In 2016, the effective average retirement age, with very few exceptions, was over 60 in OECD countries (OECD Pensions at a Glance). There are even more changes to come on this front. Countries like Japan are moving the retirement age at 70. The Netherlands will link retirement to life expectancy after 202213. This means that those who entered the workforce at age 20 in 2016, are unlikely to retire before 71… and life expectancy is on the rise. The 25 years between 1983 and 2008 saw an increase of six years in average life expectancy (OECD Health stat). Companies will be forced to invest sizeable amounts of time and money to ensure that workers are able to adapt to new ways of working and new technologies throughout their longer careers. Recruiting will become more and more challenging.
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               Table #02: Percentage of Active Population

               Source: OECD data

            

         

         Constricting Immigration

         There has never been a more challenging time for HR professionals. The last PwC CEO Survey showed that already today, over 45% of CEOs are concerned that there is great potential that digital skills may be unavailable in their workforce. Turnover is also a worry, with 50% of CEOs struggling to find digital talent. Finally, a full 80% are concerned with the availability of key skills for their company3. This is a shocking comparison to the figure of 51% in 2011, but quite understandable when we take into consideration all the data at our disposal.

         Another aspect of the new reality is the wave of strong protectionist border policies. The Winter 2017 cover story Will Stronger Borders Weaken Innovation for Strategy+Business, uncovered some interesting statistics on immigration, restrictive policies and creativity12.

         
            “The UK Brexit decision in June 2016, followed by the election of President Donald Trump, on his ‘America First’ platform, and the high proportion of multilateral agreements rejected in the last 2 years (eg Iran, EU-US, China-US) also have immediate consequences on talent migration. Our current innovation models are based upon an almost free flow of money, information and talent. This model is clearly at risk today.

            Immigrants in the USA only make up 16.9% of the overall workforce, but they hold an outsized share of jobs in the high-tech, science and engineering sectors. They account for 32% of workers in computer- and mathematical-related positions according to the Migration Policy Institute.12”

         

         While we might be able to turn a blind-eye to a single source, multiple references and research corroborate that the decrease in immigration may indeed adversely impact economies. Results from a survey conducted in March 2017 by the American Association of Collegiate Registrars and Admissions Officers, indicate that 39% of institutions have seen a significant decline of between 10% and 30% in international applications over the previous year. In the UK, Cambridge reported a drop of 17% in EU undergraduate applications between 2017 and 2016.

         Clearly, some understand the danger. In 2016, Scotland announced that students from EU countries who start their course during the 2017-2018 academic year would not be charged tuition fees. This measure was prolonged post-Brexit, to ensure EU students still come to study in Scotland13. Australia recently announced that it will allow a three-year extension to tourist visas, contingent on the visa-holder working at least six months in a rural area. This policy is specifically aimed at resolving the endemic worker shortage there. Japan, too, is signalling that it will soon soften its immigration policy as it struggles to resolve its tight labour market. In a highly competitive employment market, less talent migration is not good news for most companies.

         So being a worker today is not that easy. Technology, digitalisation, and new ways of working are all impacting general competencies at an unheard-of pace. Companies are investing in training for the workers who already have the skills to ‘survive’ rather than high-risk employee groups who are likely to be left behind. This scissor effect is impacting our capacity to recruit new talent at a time when business is desperate for workers who can keep up with the rapid introduction of new technology. And it’s happening everywhere. We observe the exact same cycle in countries around the world. The new paradox is that countries or regions suffer with unemployment, while business struggles to find suitable workers to fill vacancies. Add to this, the growing preference for freelance work and we see shrinking talent pools where employers have traditionally expected to find most of their full-time talent.

         The Domino Effect of Unemployment

         The political community recognises that upskilling is a critical global topic. An abundance of recent research provides evidence of a skills shortage in the jobless population, while organisations struggle to fill high-demand jobs. In the USA there were more jobs than workers available (April 2018):

         
            	vacant jobs reached an all-time high of 7.195 million

            	unemployment stood at 4% (6.56 million workers)

            	wages hit an all-time high in all categories – from low- to high-skilled workers

         

         In Japan (August 2018), unemployment reached a level not seen since 1974. A low of 2.4% meant that there were 164 jobs on offer for every 100 workers14. In the EU28, the job vacancy rate in Q1 2018 reached an average of 2.2% (Eurostat). It was 3.5% for Belgium and 2.9% in Germany; quite a high percentage for these countries.

         Two in-depth white papers were presented at the 2018 World Economic Forum: Towards a Reskilling Revolution15, and Eight Futures of Work20. These papers examined the broad implications of Artificial Intelligence (AI) and automation technologies on the global economy. The goal was to provide individual workers, companies, and governments with the tools necessary to begin thinking about reskilling pathways and job transition opportunities. The OECD has shifted a major part of its staff to work on this topic. It has opened several fellowships on the future of work. The European Commission has also been looking at this topic for years, producing several white papers and books.

         Finally, most research and strategy firms are weighing in with surveys and studies on this topic. PwC’s Future of Work, A Journey to 202217, Mc Kinsey’s Future of Organisations series18, and Bain’s Workforce of the Future23, are just a few that link adaptable, technology-based capability, soft skills development (such as innovation and creativity) and complex problem-solving, with employability. We see many who expect this new tech wave to consistently include massive layoffs. From the attention it garners, it is certainly a critical problem for the State, especially since forecasts indicate that the middle class will be most impacted. This wide-spread job loss will not only cause issues for individuals and families but could potentially change the social balance – which is the foundation of democracy. Many countries have spotted its importance. It has led to the:

         
            - development and publication of the Norwegian Strategy for Skills Policy 2017-202120

            - launch of a Canadian Skills Strategy that provides, among other incentives, a 2-week work permit process for highly skilled workers and a dedicated service channel for organisation intent on bring large investments to Canada21

            - appointment of a High Commissioner for Competencies and Inclusion in France22

            - creation of special taskforces in the USA; ‘Reskill the US Worker’23 and apprenticeship expansion to promote apprenticeships in sectors that are at risk due to insufficient workers24

            - allocation of a personal training budget for each worker in Singapore25

            - design of a competency plan for Bade Wurttemberg Land, followed by the set-up of training factories26

            - increase in unemployment benefits and personal or group career guidance via specialised agencies and outplacement plans in many countries

         

         In fact, in the last decade, most countries have developed variety of incentives to encourage people to get back to work, and for employers to hire, train, and help employees manage their careers. States and communities have been quite active but are experiencing different levels of success with approaches aimed at addressing these widespread issues. Practically everyone, both in business and public spheres, acknowledges that this topic is key for our future.

         Main Messages

         Knowledge obsolescence is now a tangible issue for economies and companies. It carries the risk of massive layoffs while at the same time, difficulty in finding qualified people for specific areas can mean that many jobs remain vacant indefinitely. The impact on business and national economies cannot be underestimated. The convergence of these factors could generate disastrous social and economic effects if not addressed properly. If organisations are to confront these challenges effectively, management, the CEO and the whole C-Suite, must be conversant in every aspect of their business and market variabilities in their sector. They must understand, in detail, how their organisation and the market, are being influenced by technology and by changing market needs. We have a somewhat unique convergence of economic, technological and workplace factors today.

         
            - New technology introduction is accelerating in both business and social settings

            - Most economies around the world are performing better, yet the massive migration of workers has diminished

            - Populations are plummeting in developed countries, but increasing in emerging markets

            - Low-level, repetitive jobs are at high risk of becoming obsolete. Some are already being replaced by automation, pushing thousands of workers towards the unemployment line. All projections clearly show that many jobs will at least, in part, be automated in the coming years

            - Although unemployment levels are hitting record lows around the world, job vacancy rates have reach shockingly high proportions. The abilities of the unemployed do not match the skills required by vacant jobs, making it difficult for them to return to work

            - Most economies are suffering from a talent scarcity. The same industry can be undergoing layoffs while other areas lack the qualified and competent talent required

            - Technical competency and soft skills have become the most important success factors for workers today

         

         Workers who have the highest risk of being left behind and therefore need training in this area the most, are the least likely to receive it. Company training programmes are supporting skilled workers and leaving the weakest groups alone and unprepared. This brings the potential for certain groups to suffer from high levels of chronic unemployment.

         We live in interesting times. CEOs are clear on the challenge. In the 21st PwC CEO survey, 80% indicated a concern with talent availability and their feeling of accountability for reskilling current workers27. The war for talent has evolved to what may become devasting proportions. Coupled with the tension in economic well-being, this necessitates swift and decisive action. Action that is collaborative and coordinated; engaging governments, business,  associations, unions, individuals and the community at large to engage in the solution.
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