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1 INTRODUCTION

1.1 About this Report

This report provides an overview of responses to the Asia Business Council Consultation

Questionnaire on Education and Training.

The findings presented in this report are based on 25 completed questionnaires (out of a total of 40)
from a range of large businesses primarily headquartered in Asia. Despite caution being needed when
interpreting results based on such small samples, careful analysis of the survey findings reveals some

interesting views emerging amongst the responding Asia Business Council members with respect to:
e Training practices and strategies,
e Emerging skills shortages,

e Government investment in training, and

e The quality of the education and training sector.

Where possible the report has attempted to make inferences and draw out common themes from the
survey data, often relying on free text responses to open ended questions to do so. As such the

commentary provided in this report is based on a hybrid of quantitative and qualitative analysis.

For ease of reference, the report is structured in the same order as the sections of the questionnaire.
Section 2 profiles responding organisations, Section 3 covers overall employer perceptions of training,
Section 4 investigates education and training in more detail, with reference to key topics of interest to
the Asia Business Council and Section 5 summarizes the key points.

Throughout the report, the actual number of respondents is presented in parenthesis.

Unless otherwise specified, where average ratings are presented in the text, these are based on a
converted five-point scale where one is the negative end of the scale (e.g. very dissatisfied, not at all
important, etc). and five is the positive end of the scale (e.g. very confident, strongly agree, etc).

1.2 Survey Background

The Asia Business Council is committed to the continued economic growth and development of Asia.
During the May 2001 Forum, a spirited discussion about human resource development as it relates to
competitiveness took place. The Council decided to pursue several facets of this relationship further

in order to deepen its understanding of how investment in people can foster growth.

One facet of human resource development is the type and quality of training programs that are

available within a firm or an economy for adults once they are out of school and engaged in the
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economy. The Council decided to survey members to ascertain the degree to which the following
questions were important to economic growth broadly and our member firms specifically.

Overarching questions include:

e How are the training needs of Council member employees changing over time?

e How is globalisation affecting the skills requirements in Council member firms?

e  What kinds of higher level management skills do Council member employees need?

e How do the management skills Council member firms require differ across authority level within
the company?

e What kinds of programmatic support do Council members look to member governments to

provide?

The National Centre for Vocational Education Research (NCVER) of Australia was engaged to
undertake this work as they have a strong international track record in research and analysis in the
area of skills enhancement. The study, which was developed in cooperation, with the Council will
allow Council members to explore the training needs of the member companies and the degree to

which these needs are being met.
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2 RESPONDENT PROFILE

The sample for the survey covered a range of large companies primarily headquartered in Asia,

operating in various industry sectors, with various mixes of white- and blue-collar workers.

Nearly all (23 from 25) of the responding organisations had a head office in Asia, with employees in a
spread of overseas locations, but particularly in other Asian countries, North America and Europe.

About one third of respondents had overseas operations in other Asian countries only.

All but three responding organisations had more than 500 employees and all but two had employees

located overseas.

Responding organisations were mostly likely to operate in the financial (10), utilities (5),
manufacturing (11) or business services (10) industries. On average, responding organisations

operated in at least three industry sectors.

About one third of companies reported had an exclusively white-collar workforce, predominantly in
the business services and financial sectors and a third reported having mainly blue collar employees.

Of those with mainly blue collar employees, most operated in the manufacturing sector.

All but three responding organisations are members of an industry association that includes training as

part of its activities.

The geographic distribution of responding organisations is detailed in table 1 and shows that although
most organisations have their head office based in Asia, the USA and the UK (along with China) are

prominent countries where they have other operations indicating the diversity of Council Members.
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Table 1: Geographic distribution of responding organisations

Head office of responding  Other operations of responding

Country organisations organisations
China 1 17
Hong Kong SAR 4 10
India 6
Indonesia 1 10
Japan 3 11
Malaysia 12
Philippines 3 10
Singapore 3 13
South Korea 2 6
Taiwan 4 10
Thailand 2 11
Vietnam 11
Other Asian countries 8
United Kingdom 13
The Netherlands 1 3
Other European countries 9
USA 1 14
Other Americas 8
Australia 8
Oceania 5
Middle East 7
Africa 4
Total 25 206

It is important to note that the education and training systems vary among the countries where
responding companies have their head office or have other operations. In some countries, there are
relatively low levels of government funding for post-compulsory education and training, or the
funding that is provided is directed mainly for young people who have not yet entered the workforce.
In these countries, the cost of organising and delivering training rests largely with the company or the
employee. On the other hand, there are countries where there are relatively higher levels of
government funding and an established infrastructure for education and training, including
possibilities for training employees who are already in the workforce. In these countries, flexibility
and access to a range of options are more likely to be available. For example, it is more likely that
costs can be shared among companies, governments and employees, or that companies can enter into
partnerships with specific education or training institutions to help meet the training requirements of
existing employees or to ensure a supply of graduates with the qualifications and skills needed by the

company.
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3 PERCEPTIONS OF TRAINING

Respondents were asked to rate their agreement with a series of statements regarding training, and the
benefits of formal and informal training, using a five point scale. For the presentation of these results
the questionnaire scale has been converted such that one is strongly disagree and five is strongly

agree.

The values presented in Figures 1 and 2 are the mean scores for each statement across all respondents.
As can be seen from Figure 1, the highest levels of agreement were for statements linking training to
staff retention and profitability and the lowest level of agreement was for the statement that high

turnover meant that it was hard to “justify spending a lot of money on training.”

The responses indicate clearly that companies generally believe they have a responsibility to invest in
training, but that individuals also have a responsibility to invest in their own training. The value given
to lifelong learning, which is important in adapting to rapid technological and structural change, is

also evident.

Figure 1: Agreement with statements relating to training (general)

B1j - With high turnover can't justify spending a lot of money on training

B1h - Don't like to share info about our training

B1k - Better to recruit trained people

B1l - Delivery to remote sites is a real problem

B1m - Not worth chasing govt funds bc of bureaucracy

B1d - On-the-job skills more useful than from the formal system

B1i - Promotes a culture of lifelong learning

B1c - Employees have responsibility to invest own time,effort & money

B1g - Responsibility as corporate citizens to invest in training

B1f - Competency based training is a vast improvement over curriculum based

B1b - Company has culture in investing through training

B1n - Investment in training is an important staff retention tool

B1a - Trained employees will be critical to profitability

B1e - Important that people think for themselves on the job

1.0 1.5 2.0 25 3.0 3.5 4.0 4.5

Agreement Rating

(1= strongly disagree and 5 = strongly agree)
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The results presented in Figure 2 show higher levels of agreement for statements relating to the

benefits of training, with the highest rating going to the role of training in remaining globally

competitive.

Figure 2: Agreement with statements relating to benefits of both formal and informal training

costs

B2d - Minimises exposure to employee-related
liabilities

B2f - Allow s you to get the best out of new
technology

business

B2c - Improves product quality & delivery

B2i - Is an important tool for attracting and keeping
high calibre staff

B2h - Is a major element of competitive advantage

B2a - Is an essential element of staying globally
competitive

B2b - Is the best way to improve efficiency & cut

B2g - Provides a more flexible w orkplace

B2j - Is a lever for staff performance

B2e - Brings new ideas & innovation to the
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Figure 3 shows the relative importance of selected factors in influencing organisations’ training
agendas. As can be seen respondents tended to rate the growing casualisation of jobs and outsourcing
of non-core activities as less important influences on organisational training agendas. Issues such as
competitiveness, staff attraction and retention, and changing technologies were considered as more

influential.

Figure 3: Importance rating in terms of influencing training agenda

casualisation of jobs T

core activities '
B3e - Workplace 38

export focus '
B3f - Grow th of
computers/IT

B3g - Attracting and 44
B3h - Emergence of the 44
B3a - Increasing

competitiveness in market
place

4.6

1.0 1.5 20 25 3.0 3.5 4.0 4.5 5.0

Importance R ating

(1=Not at dl important andb = Veryimportant)

Three quarters of respondents (18) nominated the growing emphasis on customer service and

changing management practices as the other main forces impacting on their company’s need to train.

The major issues confronting companies in making training happen were the cost of training (18) and

the time it takes (19). In some countries, some of the direct costs of training (as distinct from the
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labour costs) are borne by governments, which can offset the costs to employers or employees. Few

respondents nominated the suitability of graduates (5).

4 EDUCATION AND TRAINING

This section summarises responses on Member views to education and training. It covers issues such
as Members’ training practice and strategies, skill shortages, investment in training, training delivery,
qualifications/credentials, recruitment and the quality of the training provided. It also compares the

perceptions of training identified in the previous section of the questionnaire with details of the actual

training issues and practices covered in this section.

4.1 Emerging Skill Shortages

The issue of emerging skill shortages is encapsulated by the quote on the Asia Business Council
website from Tharman Shanmugaratnam, Singapore’s Senior Minister of State for Education, who
said, “The existing education system has produced reliable managers for predictable times, but it now
needs to produce a new breed of leaders who have a certain ruggedness, an ability to respond to

situations quickly.”

The great majority of firms identified skill shortages that may emerge in the next three years, with the
shortage mainly in workplace skills, particularly at the decision-making and people management
level. This is consistent with perceptions that training should equip employees to think for themselves
on the job (refer back to Figure 1), and that changing management practices are driving a need to

train.

Respondents identified the emerging shortages as most likely to be in leadership skills (19) and soft
skills (14), followed by advanced technical skills (10) and information technology/computer-related
skills (10).

Several respondents indicated that the IT/computer related skill shortages were likely in specific
applications, rather than in general programming languages or common packages. The picture is one
of the current system producing sufficient numbers of candidates with sound entry-level skills,
including base technical expertise. This is evidenced by the small proportion of respondents
nominating trade skills (3), numerical/analytical skills (5) or automation/mechanical skills (1) as the
likely areas of emerging skill shortages in the next three years and the decreased emphasis on graduate

level training and postgraduate level training programs in the next three years.

Nearly all respondents (24) felt that there would be more emphasis on leadership development skills
in the next three years, followed by soft skills (19) and skill upgrades (18). This further supports the
view that employees will come into the workplace with adequate base training, but will need

“rounding out” in the workplace through training in specific technical, leadership and soft skills.
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Typically, the strategies put in place by responding organisations to address emerging skill shortages
revolved around providing more staff training (15), relying more on computer-based self-paced
learning (11) attracting skilled staff by increased remuneration (11) and improving links with schools

to promote career options (9).

Interestingly, lack of internal training expertise (10), a skill-shortage in itself, was commonly

mentioned as the one of the main obstacles to overcoming emerging shortages.

There was no sense among responding organisations that their respective industry associations
understood or were able to react to issues relating to emerging skills shortages, with only around half
indicating that they are confident that their industry association has adequately anticipated the future
skill needs of the industry. For instance, almost all organisations identified shortages in workplace
skills, particularly at the decision making and people management level. However, these same
organisations did not think their respective industry associations understood, were able to react to,

anticipate or able to put strategies in place to help address this emerging skill shortage.

These findings are significant because one of the models for addressing training issues involves
representative industry associations providing strategic direction and advice. Such models are found,
for example, in a number of northern European countries, Germany particularly, and to a lesser extent
in Australia and New Zealand. Of course such models are feasible only where there are a sufficient
companies to form an industry association and where the infrastructure is in place to translate strategic

advice into training practice.

4.2 Training Planning

The majority of organisations (19) had a skills acquisition/training plan to address future needs, with

the emphasis most likely to be on just-in-time training (15) and in-house training (12).

Typically, the horizon for training plans was 1 to 2 years (11), with only one responding organisation

taking a long-term view (beyond five years).

The emphasis on just-in-time training and the relatively short-term horizon is consistent with issues
relating to rapidly changing training requirements and the relative uncertainty of ongoing funding for

training (given the strong link between training investment and the overall bottom line).

The focus on in-house training is consistent with the need for company specific, workplace-level,
targeted training, where the training program is often linked to some wider quality, business or
structural initiative. Respondents indicated that the education system or external training providers do

not necessarily offer this type of training.

Seven respondents indicated that their training plan involved outsourcing some components of their

training. This may be linked to the lack of internal training expertise.
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4.3 Training Delivery

The picture is one in which areas of emerging skill shortages are covered mainly by in-house training,
with increased onus on the individual to invest time and effort in keeping skills up to date, and the
employer acting as the facilitator, particularly in terms of providing on-line or computer based

training for self-paced learning.
On-line and computer based training

A strong and consistent theme is that of the increasing use of computer based or on-line media for
training delivery. This is seen to impact positively on the ease of training delivery to remote sites,
with just over half (13) of the responding organisations already using an on-line training program,
mostly to deliver technical training. All except one respondent expects this mode of training delivery

to grow in their organisation, mainly for reasons relating to flexibility (17) and ease of access (17).
In-house training

Given that in-house training expertise is generally limited, in-house training is being delivered for the
majority of respondents (20) in conjunction with a private training institute. Where a private training
institute is not used for in-house training, the quality of training provided by private trainers is not the
issue, rather, private trainers are not used because they do not necessarily understand the “culture” and
requirements of the organisation they are delivering the training to and therefore the training itself

tends not to be sufficiently enterprise-specific.

In—house training programs are most prevalent for soft skills (24) and leadership development skills
(23), followed by workplace compliance (20), IT/Computer skills (19), short course management
programs (18), skill upgrades (17) and broadening the range of individual’s skills (16).

Management training

All except one organisation has employees currently undertaking formal Master of Business
Administration (MBA) or higher level programs. The US/Canada (17), Asia (16) and the UK (10),
are the countries most frequently mentioned as providing the training for employees undertaking

MBA level or higher programs.

All except three organisations have employees currently undertaking short course management
programs. Such courses are conducted both in-house and through an external training provider at

most locations (14), with a further seven using external training providers only.

Most (15) respondents reported that participation in these short courses was increasing.
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4.4 Company Investment in Training

On average, responding companies invest about 3.5% of payroll in training, but with a considerable
amount of variation around this average value (Figure 4). This investment was generally higher for

companies involved in technical or service sectors than in manufacturing.

Figure 4: Investment in training as a proportion of payroll

Number of respondents

1 orless 2 3 4 5 More than 5
Investment in training as a proportion of payroll (%)

For responding organisations, the highest proportion of training budget was allocated to training areas
such as soft skills (22%), leadership development skills (18%) and skill upgrades (18%). This is
consistent with areas of perceived emerging skill shortages and areas of increased training emphasis

in the future.

Internationally, there is very little information available about spending on training as a proportion of
labour costs for larger, multi-national companies. Published country figures span a wide range, from
0.5% upwards. From the limited information available, a figure of 3.5% appears to be what would be
expected in countries where most public and individual expenditure is on entry-level training, and

companies are required to fund customised training, retraining, upskilling and the like.

Overall, investment in training as a proportion of company payroll has increased, relative to three
years ago. All except one company reported spending a greater proportion (10) or about the same
proportion (14) of company payroll on training now, compared to three years ago. There are
indications that training budgets may not necessarily continue to grow at the same rate in the future.
For example, nine responding organisations perceived tighter training budgets as the main obstacle to
overcoming emerging skill shortages, and nine predicted that the level of intending use of contract
labour outsourcing will increase (presumably at the expense of investing in internal training and

management of the outsourced functions).
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Investment in training is generally consistent with respondents’ tendency to agree with statements
linking training with staff retention, profitability and competitiveness. Less strong, however, is the
association between investment in training and the perceptions that training will lead to efficiency

improvements and cost control.

Despite increased investment in training and claims of strong support for investment in training at
senior level, there is evidence that some respondents view training as a more discretionary, variable

cost item, with training spend influenced quite strongly by:

e Company turnover,
e Low perceived benefits, and

e The inability to assess returns on investment in training.

Measuring return on investment in training would appear to be both a challenging and neglected
aspect of overall training strategies. Each of the six responding organisations claiming to have
developed a methodology for measuring ROI has a measurement system specific to its circumstances,
indicating that there is no simple formula for tracking returns to companies investment in training,.
The experience noted by Member organisations is not all that different from the Australian

experience, with recent studies in Australia (NCVER, 2001a) noting that:

e Returns to training investments are nearly always positive, can be very high and is often based on
the nature of the training program and its relevance to the business needs of the firm,

e  Returns can come in many forms and not just increases in labour productivity or profitability,

e  The immediate returns to training are highest when the training is highly focussed and yields
higher returns when it is linked to innovation, particularly technological change,

e Training acts as a support mechanism for other changes in firms and pays its highest dividend to
firms when it is linked to ‘bundles’ of other innovative practices such as new ways of working
and new forms of organisational structure,

e  Returns to training can be enhanced by other human resource policies in the firm, such as
promoting staff from within rather than external recruitment and the development of broad skills

sets amongst employees such as leadership, team-building and other generic skills.

Further evidence of the intangible nature of investment in training in a competitive environment is
that only four responding organisations indicated that they would alleviate emerging skill shortages by

increasing the training budget.

4.5 Relationship with Government

Responding organisations with a predominantly blue-collar workforce generally felt that government

had a greater responsibility for training across all areas.
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It was generally felt that government was responsible for labour market re-entry training with the
purpose of helping job seekers find work with business being more clearly responsible for enterprise
specific training and the skills upgrading of existing workers, particularly in white-collar
environments. Skills upgrading was also the area that employers were now more likely to be paying

for training that was previously funded by the government.

Entry level training and training in areas of emerging skills shortages were perceived as more of a

joint responsibility, with business the marginally more prominent player.

Responding organisations felt quite strongly that the government, in its role as providing work
opportunities for the unemployed, should provide incentives or subsidies to employers to encourage
increased training in labour market re-entry (17). In general, the payment of labour market subsidies
and incentives, or allowances to encourage displaced or unemployed workers to upskill or retrain, are
not major features of the employment and training systems in the countries where Asia Business

Council members are headquartered, although there are exceptions.

Eleven respondents also felt that government should provide incentives or subsidies to employers in
areas of emerging skills shortage (11), principally to minimise the risk that business will move

operations elsewhere (where relevant skills are available).

Most respondents (18) felt that the relative responsibilities for training between their company and the
government had not changed in the last ten years, however, all three responding organisations
headquartered in Singapore felt that the Government was now paying for more training than they did

ten years ago.

It would appear that employer training programs are largely independent of government financial
initiatives, since respondents nominated the availability of public funding as the least important factor

in terms of influencing their investment in training.

There is a sense, however, that governments share responsibility with employers and training
organisations for influencing both the #ype of courses that are provided in the tertiary and VTET

sectors, and the standards provided for employee qualifications.

Other issues impacting on employers that are driven by governments, such as compliance, were
perceived at the time of responding as relatively low stakes in terms of training spend and emphasis.

This may have changed given recent corporate governance developments in the USA.

The responses regarding relationships with governments suggest that there may be scope for the
development, or further development, of partnerships between governments and companies to address
training needs. Similar partnerships could also be developed with individual education or training

providers, including universities, if that is appropriate for the situation.
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4.6 Work - Readiness of Graduates

The suitability of graduates is not perceived as one of the major training issues confronting
companies. The general picture is one of decreasing emphasis on graduate-level programs, evidenced
by low comparative levels of spend on such programs, balanced by a need to train graduates in

workplace skills such as leadership, communications and “soft” skills.

Most of the employer issues revolve around closing the gap between the basic technical abilities of

graduates and the level of “life skills” and workplace-specific skills they will need.

Employers regard the main problems with graduate training as being:

e The lack of customisation (17),
e A failure to reflect real workplace competencies (13), and

e Teachers/trainers not being up-to-date with industry standards (9). This raises concerns for the
adequacy of the systems for training and recruiting staff in educational institutions and for

keeping their knowledge and skills up to date.

Most responding organisations felt that these problems could be overcome by education providers
liaising more directly with employers about the content and context of training (19), and by providers

regularly “road testing” the content of training programs (15).

Most employers (21) place a greater value on university qualifications over Vocational and Technical
Education and Training (VTET) qualifications, and are marginally more satisfied with the quality of
university sector training (average satisfaction rating of 2.7), than with the quality of VTET sector

training (2.1).

This was due to the perception that VTET qualifications are not all that relevant to their company
(12), and that university graduates are better skilled and more able to work with technology than

VTET graduates (10).

There are some indications that the work-readiness of graduates could be positively impacted, from
the employers’ perspective, by competency-based assessment, since this tends to be more specific and
based on actual performance. While competency-based assessment is relatively clear for the VTET
sector and blue collar workers in general, it is less clear for higher education graduates. The
satisfaction ratings given by employers for the quality of both university sector assessments (2.6) and
VTET sector assessments (2.4) suggest there is considerable room for improvement. Respondents
indicated that the quality of assessments could be improved by more on-the-job assessment (16),
concentrating on demonstrated competencies rather than attained competencies (13) and assessors

having more industry experience (12).
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This is consistent with employer tendency to agree with statements that competency based training is
a vast improvement over curriculum based training, and that skills obtained on the job are more useful

than what people learn from the formal system.

4.7 Staff Recruitment

Executive Recruitment

Most responding organisations (15) fill management and executive positions with a mixture of locally
based staff and staff recruited from outside the company. The others use mostly (7) or exclusively (2)
locally based staff. Whether such positions are filled from outside the region is not specifically
covered in the questionnaire, however, it would appear that filling vacancies for executive-level
positions from local markets is generally the preferred option. No responding organisation mentioned

inadequate referrals by recruitment agencies as an obstacle to overcoming skill shortages.
Role of Qualifications/Credentials

As can be expected, most (19) responding organisations place a lot of emphasis on
qualifications/credentials when recruiting staff. Respondents tended to agree that credentials, such as
the recruits degree or diploma are a good guide to a new recruit’s skills and abilities, and that

credentials are very important when it comes to recruiting staff.
White and Blue Collar Recruitment

Methods of recruitment, the recruitment processes used, and the time elapsed between placing the

advertisement and commencing the employee vary slightly for blue and white-collar vacancies.

For white-collar staff recruitment, the main methods used are newspaper advertisements and the
internet. All responding organisations use a personal interview process, and a majority also use

written tests (14) and short-listing via a recruiting firm (11).

Most (19) companies typically have a four to eight week window between advertising the vacancy

and commencing the new white-collar employee.

Newspaper advertisements were most frequently mentioned as the main method used for blue-collar

staff recruitment, with personal interviews being the main process undertaken.

About half the companies employing blue-collar workers had a window of less than 4 weeks between
advertising the vacancy and commencing the new employee, and the other half, a window of 4 to 8

weeks.
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Employer Attitudes to Recruitment

There appears to be a gap between the rhetoric of growing existing staff through training and the

reality of meeting needs in areas of skill shortage through the recruitment of staff trained externally.

5. CONCLUSIONS

Responding organisations are generally heavily committed to training, as evidenced by training spend,
which at 3.5% of payroll, on average, is broadly in line with large companies in industrialised

economies.

The lack of systems for assessing return on investment in training, and the difficulty in reconciling the
sometimes intangible, longer term benefits of training with more immediate competitive and
budgetary pressures, is a key issue for organisations and may impede growth in company investment

in training in the future.

A number of consistent themes emerge, including connecting areas of emerging skills shortages with
the changing emphasis of company training programs, and shortcomings in the education and training

systems in the region, as perceived by employers.

Employers currently perceive that the onus now is on them to develop leaders, equip employees with
the soft skills required to maximise performance, and provide specialist technical training relevant to
the workplace. The latter, through funding of skills upgrade training programs, was in some locations

previously a responsibility taken on by governments.

For employers, the quality of graduates per se is not the issue — employer training programs are rarely
focused on entry level skills. Instead, the kind of training employers provide indicates that graduates
require significant training in workplace skills, funded by the employer, to supplement the education

and training provided by the education system.

It would appear, therefore, that there is a significant opportunity for stakeholders across business,
government and education providers to develop closer relationships to ensure that education and

training provision is better able to meet the needs of business.
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