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Foreword

At the close of the 1980s, considerable doubts had begun to emerge among
international donor agencies regarding the cost-effectiveness of publicly
owned and managed technical and vocational education and training (TVET).
Based on extensive analysis, a 1991 World Bank Policy Paper on TVET found
a diverse market for skills development globally with national training sys-
tems consisting of public training, private training, and enterprise-based train-
ing. The paper’s recommendations called for a strategic policy role for gov-
ernments, the opening of markets to private provision of TVET, and the
diversification of sources of training finance. The study found weaknesses in
public provision of TVET, but it also found that such provision could be cost-
effective when accompanied by new forms of organization, management, and
financing.

A decade later, this review of TVET in Sub-Saharan Africa in the 1990s
reinforces many of the findings of the 1991 policy paper. It comes at a criti-
cal time in African development. Economies are weak. Wage employment in
the modern sector is largely stagnant, and unemployment among educated
youth is substantial and increasing. The impact of HIV/AIDS on the work
force, although yet to be documented, is huge, with much of the impact
falling on the ranks of the educated and skilled work force. In this context,
what can African governments do to ensure that the skills required for
growth and equity are developed in a cost-effective way?

xi



xii Foreword

Without being prescriptive, this review provides relevant and useful
knowledge that should help African leaders and donor agencies find
answers to this question. These answers will be specific to given country
contexts, but the review provides lessons from experience in Africa over the
last decade that constitute a good starting point for the development of
country policies and programs, including, most importantly, a strategic role
for governments. The wealth of information specific to Africa should be of
value not only to African leaders but also to countries in other regions that
are facing similar challenges.

Reforms begun early in the decade have led to positive changes in the
management and financing of public TVET. Although not uniformly suc-
cessful, the reforms have demonstrated that institutional autonomy and
financing mechanisms can work if they establish incentives for both effi-
ciency and effectiveness. Training funds, especially those that allocate
resources through competition, can work although their administration is
complex. Not only private but also public institutions are mobilizing funds
through fees and a range of business practices.

This study provides new documentation of the extensive scope and char-
acteristics of, and the constraints upon, private TVET. The finding that
African enterprises provide a substantial amount of formal and informal
training in patterns similar to those found in middle-income and developed
countries could provide comfort to African leaders faced with opportunities
to change government’s role in training, focusing more on policy and less on
provision. Private TVET is not without problems, however, as the study
shows, drawing attention to issues of promoting equity and quality in pri-
vate training. Addressing these issues and building on the potential of the
private sector as a partner is recommended as part of a more strategic role
for the public sector in the provision and financing of TVET.

This review does far more than confirm for Africa the global findings of
the earlier World Bank policy paper. By focusing on Africa, it provides a
deep and relevant view of the challenges facing skills development in Africa
today. A particular case in point is the extensive treatment of training for the
informal sector, especially reforms that have sought to move beyond tradi-
tional apprenticeship in an effort to raise informal sector productivity and
earnings. These have been difficult reforms, but most employment in the
region will continue to be in the informal sector. In order for skills training
to contribute to poverty alleviation, high priority must be given to finding
effective models for the informal sector.

The absence of good information on the impact of HIV/AIDS on the
labor force and on skill requirements is sobering and worrisome. One hopes
that this finding will help convince governments and donors to undertake
the necessary analyses as a matter of priority. If the impact is as large as com-
monly understood, then addressing the issue will be an important challenge
in developing training policies. Added to this challenge is the need for
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understanding the stagnant nature of job growth in Africa’s formal econ-
omy. Analyses of both topics are needed as a guide to future paths for skills
development.

Callisto Madavo
Vice President
Africa Region
The World Bank






Preface

A decade after publication of the 1991 World Bank policy paper on Techni-
cal and Vocational Education and Training, the subject of TVET and its
impact on productive employment and opportunities for income generation
continues to spark debate about the responsibility of governments for pro-
viding and financing it. During this decade, donor interest in TVET has
waned, with increasing attention given to Education For All and the global
initiatives for human development embodied in the Millennium Develop-
ment Goals. Donor interest in TVET has moved away from large invest-
ments in state capacity to less costly support for policy reforms.

Getting the macroeconomic context right remains the essential first step
in focusing on skills development. Training does not create jobs. Skills are a
derived demand and that demand depends on policies for growth and
employment creation. These points are emphasized at several points
throughout the study and should be viewed as an overarching theme under-
pinning the guidance offered for TVET reforms. The best strategy for
improving the quality and incidence of training is likely to be strong growth
in the demand for skilled labor within firms. The incentives that this growth
provides for financing and the provision of training are important to the suc-
cessful reform of TVET.

In no region other than Africa is the trade-off drawn more sharply
between the achievement of skills development with TVET and the provi-
sion of universal basic education. Both are important to economic growth

X0



xvi Preface

and poverty reduction, but the fiscal and administrative capacity of the state
to meet both goals is limited. The presence of HIV/AIDS and the attendant
deskilling of the labor force compounds the problem. Defining the role of
the state in the provision and financing of TVET more strategically is essen-
tial to achieving EFA and the poverty reduction goal of the Millennium
Development Goals. Confronting this trade-off is the objective of this review
of Sub-Saharan Africa.

The experience of the past decade confirms many of the lessons drawn
from the 1991 policy paper, and further brings a note of optimism amid the
persistent difficulties faced in reforming public TVET systems. The decade
has seen new governance arrangements emerging to tackle system frag-
mentation. Increased institutional autonomy, along with performance-based
budgeting and diversified financing, is introducing new accountability to
TVET. Evidence of nongovernment capacity for TVET is reducing pressures
on public spending and opening opportunities for partnership.

The role of governments in the provision and financing of TVET has been
reshaped over the past decade, and opportunities exist to deepen these
reforms in Sub-Saharan Africa with further international assistance. Public
stakeholders in TVET criticized the 1991 policy paper for its perceived bias
toward private training solutions. This review provides a clearer rationale
for a public-private partnership by documenting the scope of nongovern-
ment provision and financing of TVET and its selective coverage. This
description of African training markets helps define a more strategic role for
government to play in TVET, while it continues to work in partnerships with
nongovernment providers, including enterprises. This message will doubt-
less resonate in other regions, as well.

The study sets out to update knowledge and explore issues and recent
developments in TVET and to distill lessons as a guide for future skills
development in the region. It is written to inform clients, donors, and World
Bank staff about TVET experience over the past decade and build a dialogue
from this experience. It is not intended as a prescriptive policy paper but as
a knowledge product. The focus is on nonfarm employment, leaving aside
skills development in agriculture, which merits a study of its own.

The focus of the analysis is on economic lessons. Provision and financing
of TVET are examined through the lens of economic efficiency, balanced
with attention to social equity. Assessments of skill providers are built upon
issues of access, relevance, cost-effectiveness, internal efficiency, financing,
and equity. TVET has important social objectives, but the attention here is on
economic objectives and the contribution of skills development to enhanced
productivity, earnings, and poverty reduction.

The regional context for the study is one of low economic growth, high
population and labor force expansion, and large informal economies. Access
to reliable data was an issue. Substantial investment has been made in devel-
oping new data from thematic and country case studies conducted in part-
nership with the U.N. Educational, Scientific, and Cultural Organization



Preface xvii

(UNESCO) International Institute for Educational Planning (IIEP), the Inter-
national Labour Organisation (ILO) and its International Training Center,
the German Adult Education Association, and the National Institute of Tech-
nology in Oslo, Norway. Numerous African scholars have been engaged in
this effort. The thematic and country case studies have formed the largest
portion of the cost of this study by virtue of the weak institutional capacity
of countries throughout the region for routinely monitoring and evaluating
TVET.
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Executive Summary

Education and training are sound investments for the individual, the
employer, and the economy. Skills development for participants in the labor
force is important in Sub-Saharan Africa today for several reasons. Techno-
logical change and the increased competition flowing from trade liberaliza-
tion require higher skills and productivity among workers. Skilled workers
are more readily able to adapt existing knowledge and processes. Growing,
competitive economies benefit from their presence and their movement to
more productive employment.

Investing in the productivity and skills of people raises the incomes of
economically vulnerable groups, thereby reducing poverty. Skills develop-
ment has also become more important and difficult as wars proliferate and
health issues intensify in the region. In particular, HIV/AIDS is depleting
scarce human capital and magnifies the need to replace skills lost across a
wide range of occupations.

The 1991 World Bank Policy Paper on Technical and Vocational Education
and Training (TVET) called for rationalizing the role of the public sector in
training, expanding the role of the private sector, and diversifying sources of
financing for training. It emphasized the importance of good-quality basic
education for all as a foundation for equitable access to future skills devel-
opment. Governments were encouraged to establish a policy environment
that supported market-led skills development. The rationalization of the
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public sector’s role in training anticipated a more strategic approach by gov-
ernments to the provision and financing of skills development, built on an
understanding of what the private sector could be encouraged to do as a
development partner in a given country setting.

The priority for governments was getting the policies right for establish-
ing competitive training markets that would provide a level playing field for
all parties. However, in the middle to late 1990s donor interest in skills
development seemed to wane, in part because of the higher priority
accorded to basic education. The attention given by donors to TVET in this
period focused on fostering sector reforms rather than making massive new
investments in public capacity.

A decade after the 1991 Policy Paper, this review assesses progress in
Sub-Saharan Africa and the lessons to be learned from recent experience.
This review updates and puts into an African context the Bank’s 1991 work
on TVET, explores issues and recent developments, reviews recent litera-
ture and policy studies, and distills lessons and conclusions as a guide to
future skills development in the region. It is not offered as a prescriptive
policy paper but as a knowledge product intended to advise experts and
policymakers in the region on best practices, build consensus among
donors on these practices, and create capacity within the World Bank to
assist TVET reforms. The term “TVET” is used in this review to refer to for-
mal and informal sources for skills acquisition, excluding informal learn-
ing on the job. “Skills development” is used generically in referring to the
outcome of the learning process and does not refer to the source of skills
acquisition.

This review benefits from extensive collection of new data and analysis
of skills provision and financing, enabling it to explore the strengths and
weaknesses of different provider groups and the impact of management and
financing reforms over the past decade. The review is based on a series of 14
thematic studies' that include 20 country reviews and 70 case studies. Atten-
tion is focused on the provision and financing of TVET in urban and rural
nonfarm employment, leaving aside skills development in agriculture,
which merits a study of its own. The regional setting is one of low economic
growth, high population and labor force expansion, and large informal
economies.

The review addresses a list of questions that seem especially pertinent for
skills development in Sub-Saharan Africa today, namely:

*  What should be the role of training when there is not enough modern
sector employment?

e Given the widespread decay in public training systems, what should
be the role of the public sector in training?

* Are private training providers more cost-effective than public sector
training providers?

*  What is the capacity of private training providers to fill the gap left
by declining public investment in training?
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*  What is the relative importance of training within enterprises and
does the state need to intervene to stimulate it?

e Inview of shortages of public financing, how can needed skills devel-
opment be financed?

*  What role can financing mechanisms play in improving the effective-
ness and efficiency of training?

Answers to these questions and others developed in each chapter are pur-
sued by looking over the past decade at the structure of employment and the
demand for skills; the experience of government and nongovernment
providers of skills training, including enterprises; and the experience with
financing of TVET and resource management. The findings yield a clear,
strategic role for governments to play in skills development while deepening
sector reforms. The actions, if taken, promise to support achievement of the
Millennium Development Goals for poverty reduction and Education for All.

Understanding the Labor Market Context
and Developments

The principal challenge for African economies over the next decade is to find
productive employment for the 7 to 10 million annual new entrants to the
labor force—a consequence of historical rapid population growth and a
swelling of the labor force by today’s school-leavers. Currently, as many as
500,000 young people enter the labor force each year in Kenya, and as many
as 700,000 in Tanzania and 250,000 in Zimbabwe.

While real wages have fallen in many countries, wage employment in the
modern sector has been largely stagnant, except in isolated cases; for exam-
ple, Uganda, Ghana, and Mauritius. Most entrants to the labor market have
no alternative but to seek work in the informal economy. Employment in the
informal sector has risen sharply since the 1970s.

The informal sector today absorbs most of those unable to find wage
employment. In a typical African country (excluding South Africa and Mau-
ritius), as much as 85 percent of total employment is engaged in the infor-
mal economy, with most of this in smallholder agriculture. Up to one-third
of the total is employed off the farm in rural and urban areas in the informal
economy.

Crowding-in of employment in traditional trade, retail, and personal ser-
vices in the informal sector is cutting into individual market share and serv-
ing to redistribute poverty. A small number of new entrants who have more
education are seeking manufacturing and high-end service opportunities in
the informal sector as a preferred choice.

Against this background, Sub-Saharan Africa’s stock of human capital is
exceedingly low—as evidenced by low enrollment ratios, literacy rates, and
educational attainment. Women are active labor force participants, but their
full absorption into labor markets is hindered by a lack of education and
skills and by cultural impediments.
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The outlook for labor is influenced by the region’s wars, diseases, and
demand for economic reforms. The influence of HIV /AIDS on skills devel-
opment alone is devastating. It reduces productivity while driving up the
cost of labor. It deskills the work force while reducing incentives for invest-
ing in skills. Weak market institutions for conducting surveys and monitor-
ing labor force activity make analysis and policy development difficult.

Skills development is shaped by this environment. Growth in the infor-
mal sector is probably a permanent feature of African labor markets for the
foreseeable future. Micro and small enterprises will remain the backbone of
many developing economies. Reaching the informal sector with skills devel-
opment will be increasingly important to poverty reduction.

Making Reforms Work in Public Training

State-sponsored training systems play an important role in all countries in
Sub-Saharan Africa. These institutions continue to fall short in assessments
of their relevance to economic and social needs, their effectiveness in deliv-
ering skills, and their costs and efficiency. The challenge is how to reform
these institutions to make them more responsive to markets and more effec-
tive in the use of resources.

Among the various providers of TVET, state-sponsored training fre-
quently responds to the demand for more costly skills, particularly at the
tertiary level, and provides better geographical coverage, but it also suffers
from poor quality and a lack of connection with market needs. Budget pres-
sures of the past decade have limited capital improvements and spending
on instructor salaries and other operating expenses, with adverse conse-
quences for quality.

Some promising reforms to the management of TVET systems have been
introduced over the past decade. Recognition of the interest in skills devel-
opment among the diverse stakeholders—employers, government and non-
government training institutions, workers, and trainees—has led to new
governance arrangements and the introduction of national coordinating
bodies and national training authorities. These bodies have been most effec-
tive where stakeholders have been given authority for developing training
markets and allocating resources.

The movement to provide individual training institutions and managers
with increased autonomy and accountability for results has improved the
relevance and quality of skills development. Rigid, centralized public train-
ing systems have become more responsive where individual training insti-
tutes have been given the freedom to set fees, adapt training to local needs,
hire appropriate staff, and choose methods of instruction. The shift from
financing inputs for training to financing performance and outcomes has
helped change incentives for improvements.

Innovations in the delivery of new, shortened, competency-based pro-
grams providing skills training on schedules that accommodate the needs of
clients have opened up new training markets for public training systems.
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These markets have provided additional revenues for public institutions,
improving quality and reducing pressures on public spending. These mar-
kets are attracting other nongovernment providers, further reducing pres-
sure for public expenditures.

Open unemployment among youths in urban areas continues to create
pressure to smooth the transition from school to work by adding vocational
content to the academic curriculum. Although occupational knowledge with
broad application—such as an introduction to computers—can be useful,
research thus far has failed to confirm the value of inserting a limited num-
ber of vocational courses in the curriculum to give an advantage to youths
entering the labor market. A variation of this approach, which supports
entrepreneurship, has yielded several promising strategies.

The emphasis on performance and outcomes in training markets has
found support in efforts to set skill standards for measuring performance
and to provide a common yardstick for appraising the effectiveness of dif-
ferent providers. Such efforts promote cost-effective choices in training. If
trades testing and certification are not managed well, however, they rein-
force rigidity in the curriculum. One of the newest innovations, national
qualifications frameworks (NQFs), is proving difficult to implement for
countries that have limited capacity. More limited competency-based sys-
tems appear effective and more feasible.

The role of governments in the provision and financing of skills devel-
opment continues to be debated. Governments have a public interest in
removing skills bottlenecks to economic development and in promoting
access to skills for those who are socially and economically disadvantaged.
However, governments cannot afford to provide all the skills needed in a
modern market economy. State-sponsored training can work best when
delivered in partnership with other providers to meet market needs and
diversify financing, while governments support the development of train-
ing markets.

Governments can be proactive in the following areas: (1) developing
policies, setting standards, investing in training materials and instructors,
improving public information about the training system, and carrying out
evaluations of training; (2) financing training to meet equity objectives and
fill strategic skill gaps; and (3) providing skills training in priority areas
where nongovernment providers are reluctant to invest (but exercising cau-
tion to avoid crowding out nongovernment providers).

Finding the right balance between government and nongovernment
provision and financing of TVET is important to ensuring that public
resources are available for other spending priorities, such as basic educa-
tion. Basic education remains essential to building the capacity to acquire
new skills over the life cycle. The balance to be struck will doubtless vary
from country to country based on the incentives present for each stake-
holder. For government, the highest priority is in getting the policies and
incentives right. Economic analysis at the country level is needed to inform
this balance.
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Opening Markets for Nongovernment
Training Institutions

The nongovernment training sector is highly diverse in ownership and pur-
poses. It includes nongovernmental organizations (NGOs), religious-based
providers, and for-profit trainers. Its scope exceeds the goals of those search-
ing for profit and includes the social objectives of those seeking to reach the
disadvantaged and poor with skills development. These institutions are an
important and growing source of supply for skills in Sub-Saharan Africa. In
many cases, nongovernment provision of training eclipses the supply from
public sources.

Reliable information on the scope and performance of nongovernment
training is difficult to find in most countries. This is a gap that needs to be
filled in order to better understand training markets and define the role of
government in the provision and financing of TVET. The limited informa-
tion available from surveys in a small number of countries suggests that
nongovernment providers are more responsive to markets and have lower
instructor costs, more intensive use of facilities, and larger class sizes.

For-profit trainers tend to be well attuned to the market and often pro-
vide a substantial amount of training for women in traditional areas of
employment. These enterprises are typically located in urban centers, less
commonly in rural communities, and focus on a narrow range of skills that
are relatively inexpensive to develop; for example, information technology,
commerce, and sewing and tailoring. Nongovernment organizations and
religious institutions serve a wider array of social objectives in reaching the
disadvantaged, but they tend to be less well connected with markets and
employers.

The variance is high among nongovernment providers in the quality of
training offered. Interventions are appropriate to inform consumers about
differences in quality; however, government capacity to regulate providers
is weak in most countries and overregulation in pursuit of controlling qual-
ity can establish barriers to entry. Providing information to clients about the
performance of individual institutions is an effective form of consumer pro-
tection. Government monitoring of performance can provide this informa-
tion, but so can support for associations of trainers to set standards volun-
tarily and to enforce these standards.

Government and nongovernment providers of skills development tend
to serve different market segments, but where overlaps occur, they open
opportunities to redirect public financing more strategically to fill gaps left
by nongovernment providers. Analysis of these markets is necessary to
building this partnership and defining its limits. In identifying barriers to
expanding nongovernment provision, providers mention lack of start-up
capital, access to land, and capacity of trainees to pay. Public financing
to lower these barriers can replace the need for public provision of skills
development.
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Recognizing Formal Sector Enterprises as Trainers

African enterprises also provide training, and they are an important compo-
nent of supply in training markets. Using a sample of enterprises from the
manufacturing sector to assess wage employment in five countries shows
that these enterprises train at rates equal to or greater than those of enter-
prises in other regions. The combination of enterprise-based training and
nongovernment training institutions represents substantially greater capacity
for skills development than is found in state-sponsored training institutions.

Enterprise-based training is largely self-financing, self-regulating, and
cost-effective. It occurs without much government help, apart from any tax
benefits that may exist in specific countries. The economic benefits of this
training are substantial in terms of wage growth and value added per
worker. Access to such training, however, is selective. If not compensated for
in other ways, it will lead to higher income inequality over the life cycle of
workers.

As is true worldwide, larger enterprises train more than smaller enter-
prises. The difference is greater for formal modes of training than for infor-
mal on-the-job training. The latter is available in most firms, large and small.
The rate of formal training in enterprises with more than 150 employees,
however, can be 10 to 20 times higher than that for smaller enterprises with
10 or fewer workers. Not surprisingly, enterprises that produce for export
and that are foreign-owned train at higher rates than others.

Those trained in enterprises tend to have more education and higher
occupational status than those not selected for training. Thus, those who
were fortunate to secure education early continue to enjoy this advantage at
later stages of the life cycle through further access to training for increased
productivity and incomes. These patterns of investment in training are con-
sistent with patterns found in others developing and industrial countries.

In view of the extensive training that takes place within enterprises,
mostly without government intervention, no blanket justification exists for
general subsidies for skills development, at least among the larger enter-
prises that are active trainers. However, the argument can be made that pre-
sent levels of training in these enterprises may still not be optimal in eco-
nomic terms, and that the economic returns to training should be
investigated. The case may be stronger for public subsidy of smaller enter-
prises, where the high cost of time away from production can lead to under-
investment, as can a lack of information about the benefits of training.

As with state-sponsored and nongovernment training, the training mar-
ket served by enterprises is segmented. The reliance on any of these
providers alone is likely to leave gaps in the provision of training. Reforms
over the past decade, specifically using training funds as an intermediary to
encourage enterprise training and help overcome the high transactions cost
for smaller firms in the design of training, merit further use and targeting to
smaller enterprises.
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Building Skills for the Informal Economy

As shown, smaller enterprises train less frequently, and when they do, often
use traditional apprenticeships. Traditional apprenticeship training is self-
financing, self-regulating, and cost-effective, but it perpetuates traditional
technologies and lacks standards and quality assurance. The informal sector
is where most of the nonfarm poor work and where investments in skills
development along with other complementary inputs—access to secure
workplaces, credit, and technology—can play an important role in poverty
reduction, particularly for women and vulnerable groups.

Experience over the past decade has shown how shifting financing to the
demand side through training funds and vouchers for workers can elicit a
new supply response from trainers for the informal sector, including non-
government institutions and master craftspersons. State-sponsored formal
training institutions have been slower to respond to incentives for this train-
ing. Support for training of master craftspersons can enhance the quality of
the training they offer while raising awareness of new technologies.

Training interventions can have an added benefit in raising productivity
and incomes in micro and small enterprises by acting as an entry point for
upgrading the technology of enterprises. Interventions need to target niche
markets that have growth prospects and avoid saturated trades and mar-
kets, which are unlikely to yield benefits for training. The Madagascar expe-
rience of targeting training to small suppliers of intermediate goods for pro-
cessing and exporting is an example of finding these niche markets. Market
studies are needed to achieve this goal.

Demand for training among micro and small enterprises in the informal
sector is likely to be low and to require development activities in order to
demonstrate the benefits of skills development. Informal sector associations
can be helpful in raising awareness of skills shortages among members, as
well as in addressing other shared needs. Literacy or the lack thereof is likely
to be an issue for skills development in the informal sector. Successful exam-
ples are available of programs that combine learning for livelihoods with lit-
eracy training.

Training for the informal sector is necessarily different from that for the
formal sector in its preference for merging technical skills with business
management skills and delivering these courses with a flexible schedule.
The training needs to have immediate application, since the poor can hardly
afford long periods of training before seeing a payoff. Focusing on the eval-
uation of competencies achieved with training is important to quality assur-
ance. Even poor people have shown a willingness to pay for good training.
Full cost recovery is rarely attempted or achieved, however, and subsidies
for training in the informal sector can be justified on the grounds of social
equity and efficiency.

Donors have been active supporters of skills development for the infor-
mal sector and have shown that enterprises in the informal sector can be
upgraded; however, taking these interventions to scale and sustaining them
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remains a challenge. The emergence of training markets with diverse sources
of supply and ready demand remains in the distance. Developing these mar-
kets is possible, however, and can be facilitated by governments. Except at
the high end of the informal sector, strengthening skills development does
not ensure the transition of Sub-Saharan Africa from abundant manual labor
to skill-based competitiveness. An increased focus on skills development for
the informal sector should not detract from ensuring a reasonable amount of
high-quality training for the modern sector.

Promoting Training Reforms with Financing

Resource mobilization must be an integral part of national training policy, in
view of limitations on public financing. It needs to be matched with initia-
tives to improve the efficiency of existing expenditures on skills develop-
ment. The past decade has shown increased diversification of financing for
skills development and a movement toward new instruments that shift
financing to the demand side of training markets in order to promote
accountability for performance. The modalities of financing TVET are per-
haps the most important instrument for promoting sector reforms, because
of the incentives they provide.

Resource Mobilization

There are five options for mobilizing additional resources for skills devel-
opment: (1) payroll levies on employers, (2) tuition and other fees paid by
enterprises or trainees and their families, (3) production and sale of goods
and services by training institutions, (4) community support and donations,
and (5), indirectly, the expansion of nongovernment provision. Tax credits or
deductions of expenses can also be used to encourage spending on training
by enterprises and households, but the outcome largely depends on the effi-
ciency of tax administration and the presence of income to be taxed, which
tends to reduce the effectiveness of such measures in the informal sector.

Training levies are used in 12 countries in Sub-Saharan Africa to provide
a stable source of financing for skills development, but not without prob-
lems. These problems include noncompliance among employers, particu-
larly among smaller enterprises; diversion of resources to uses other than
training; and potential generation of surpluses leading to misuse of funds.
The weakness of this source rests in the limited industrial base of the mod-
ern sector in Sub-Saharan Africa.

Tuition and fees have expanded for skills development. Such fees cur-
rently cover up to one-quarter of recurrent costs but vary with the type and
cost of the training, the willingness of clients to pay, political constraints on
cost sharing, and policies for social equity. Where fees are used, targeted
public financing can help provide access for the poor.

The sale of goods and services produced by training institutions has
increased revenues for skills development. Finding the right balance
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between training and production is important to ensuring that an undue
focus on production does not reduce the quality of training and lead to
exploitation of trainees. Maintaining total revenues from this source of up to
15 percent at the institutional level can retain the right balance.

Actions to remove barriers to entry and expand nongovernment sources
of skills development promise to bring additional private resources to the
market. In some cases, communities are also willing to sponsor training
institutions.

Combined, these sources can reduce pressures on public spending for
skills development. Supplementary financing is not expected to replace
public financing completely or even to mostly replace it, particularly where
equity issues apply. What is important is building a financing strategy that
combines these sources to create a mix of public and private financing for
skills development. Incentives to do so are enhanced where local institu-
tions are able to retain and use the additional revenues generated for qual-
ity improvements.

Resource Allocation

How funds are managed and training procured influences the behavior of
training institutions and the outcomes of skills development. Allocation
mechanisms for training resources are a powerful means to help the train-
ing system become more market-responsive and efficient.

Training funds are now found in 21 countries in Sub-Saharan Africa,
managing resources from government budgets, training levies, and donors.
These funds afford an opportunity to level the playing field for all providers
by procuring training for target groups on a competitive basis. This encour-
ages cost-effective delivery. Characteristics of effective training funds
include transparent rules for allocation, good governance with employer
and worker representation, sound management, effective targeting instru-
ments, regular monitoring and evaluation of training results, and attention
to fiscal sustainability.

An expansion of cost sharing increases consumer interest in the quality
of training and demand to the provider for training relevance and cost-effec-
tiveness. Empowerment of consumers with training vouchers can lead to an
expansion of training supply from the different provider groups, more
choices for trainees, increased relevance, and reductions in cost from com-
petition. However, vouchers have proven complex to implement and con-
trol financially and may not fit in African countries where low administra-
tive capacity is an issue.

The use of budgeting norms and performance criteria shows promise for
improving training outcomes and is especially relevant to reshaping incen-
tives and accountability for state-sponsored training. Norms for financing
can be established using inputs, such as trainees enrolled; outputs, such as
course completions; and outcomes, such as job placements. Combinations of
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these norms could be feasible in most African settings, provided that reliable
measurement criteria and adequate information systems are developed,
results are reported candidly, and political will exists to resist the vested
interests that may lose from this application.

In countries that use a training levy, the proceeds can be returned to
enterprises as a grant for training in proportion to their contribution to the
levy or redistributed among enterprises that choose to train. The levy-grant
system encourages efficient enterprise training and reduces demand for
public spending but, like vouchers, requires administrative capacity for
evaluating grant proposals and monitoring results.

Allocation mechanisms for procuring training services vary in complex-
ity and administrative requirements and need to be tailored to local cir-
cumstances. The importance of these mechanisms is the incentive frame-
work that they provide for improving the quality, cost-effectiveness, and
relevance of training. These incentives can be applied to all providers to
encourage competition. Mechanisms such as training funds, vouchers, and
even budget performance criteria can also be used to achieve social equity
objectives.

Moving Forward with Reforms

Five principal findings emerge from this review as guides to future TVET
reforms in Sub-Saharan Africa:

1. The reform of skills development in the informal sector is essential to
poverty alleviation.

2. The record of TVET reforms over the past decade has been promising.

3. Public training continues to face challenges in reform and will require
sustained commitment.

4. Nongovernment training institutions and enterprises account for
most of the regional capacity for skills development and should be
part of the reform dialogue.

5. Management and finance provide powerful instruments for promot-
ing reforms.

Encouraging trainers to respond to markets for skills development in
informal economies, where many poor people are employed, can reduce
poverty. The evidence of the past decade shows management and finance
reforms that have improved access, relevance, cost-effectiveness, and
reduced wastage in training but that also highlight the ongoing challenges
facing the reform of state-sponsored training. Reforms require the consen-
sus and sustained commitment of all stakeholders. What is most clear in this
review is the substantial capacity of nongovernment providers for skills
development, including in enterprises, and the potential for governments in
Sub-Saharan Africa to adopt a more strategic role in the provision and financ-
ing of training.
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Confronted by budget pressures, governments cannot supply all the
skills needed in a modern economy. They therefore need to adopt a more
strategic role in the provision and financing of TVET, working in partner-
ship with other stakeholders to meet skill needs. The first priority for gov-
ernments is to get the policies and incentives right for skills development.
The policies should foster the development of efficient training markets and
provide incentives for performance. The most important of these policies is
in shifting sector financing from an input-based to an outcomes-based
model.

Policies adopted through government legislation and decrees need to
address governance of the training system, licensing and regulation, stan-
dards and examinations, financing, and monitoring and evaluation. The
roles and responsibilities of stakeholders need to be identified. Broad par-
ticipation in policy development is essential to developing effective policies
to which all parties can be committed. Building a consensus around these
policies is expected to take time, as will their implementation.

Defining government’s role in the provision and financing of skills devel-
opment is part of the policy framework. Economic analysis of training mar-
kets, the demand and supply sides, is needed to inform decisions regarding
this role. The most important part of the analysis is understanding who
other than government provides training in an economy, how cost-effective
this training is, and what barriers exist to enhancing and expanding this
capacity to reduce pressure on public spending. The analysis needs to be
country-specific in examining the performance and capacities of all stake-
holders.

Governments have a clear role to play in removing barriers to skills
development for the benefit of economic growth and poverty reduction
while promoting social equity. As such, governments also have a role in the
promotion of efficient training markets, addressing issues that these mar-
kets fail to address, and performing market functions that governments are
uniquely equipped to perform. In many cases, these roles can be played
through financing and working in partnership with nongovernment
providers, but in some cases—such as reaching underserved geographic
areas, adding tertiary and high-cost skills, training instructors, and devel-
oping essential skills for the growth of strategic industries—public provi-
sion of training may also be appropriate, subject to the rules of market
accountability.

Governments especially need to give attention to institutions that pro-
mote the efficient operation of training markets. This attention extends from
governance of training systems through national training authorities that
integrate stakeholder interests to the definition and enforcement of appro-
priate market regulations. The shift to outcomes-based financing and the
promotion of open training markets can be facilitated by engaging stake-
holders in setting skills standards and examination systems. An important
institutional gap presently is that of labor market information and analysis
for policy development and management of training systems.
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Over the past decade international partners have shifted much of their
assistance in Sub-Saharan Africa from investment in building the capacity of
state-sponsored training to support of TVET reforms. This support should
continue. Progress has been made, but reforms require a long-term commit-
ment. TVET reforms should be part of a broader, sectorwide approach to the
reform of education and training systems, where all options are on the table
and all tradeoffs are visible.

Several partners, including the World Bank, have piloted activities over
the past decade to reach the informal sector with skills development. Oppor-
tunities can be taken to scale up successful ventures, export them as appro-
priate to other country settings, and continue testing innovations that show
promise for reaching this sector. Similar opportunities can be found in efforts
to promote reforms in the governance of TVET systems and to support
capacity building and development of institutions for the operation of effi-
cient training markets. International assistance should follow the movement
from financing inputs to financing outcomes.

Potential areas for international assistance to TVET include the following:

e Development and evaluation of experimental approaches to provide
training services (as part of packages of assistance) to the informal
sector and—the greatest challenge—scaling up successful approaches
on a sustainable basis

e Development of public-private partnerships, with a view to support-
ing development of nongovernment programs

* Development of demand-responsive national training systems
involving all stakeholders, recognizing that such development
requires expertise in change management and may take decades to
accomplish fully

* Decentralization of public skills development

e Development of information systems that evaluate the scope, perfor-
mance, outputs, and impact of public and nongovernment skills pro-
vision

e Development and implementation of formula funding and norma-
tive financing systems for the public sector

* Development of associations—of nongovernment providers and
trade and sector associations—both to advocate their interests and to
deliver training relevant to their members.

Gaps in knowledge relevant to TVET still remain. Among them, the full
implications of HIV/AIDS for skills development remain to be assessed, as
do the causes of stagnation in the growth of wage employment in the mod-
ern sector. A fuller understanding is needed of NQFs and their suitability for
developing countries and their potential in performance-based training sys-
tems. As future TVET reforms are planned, they should be based on the
analysis of training markets and their performance at the country level.
Country-specific analyses of TVET are needed to underpin future reform
agendas.
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Note

1. The thematic studies cover labor market trends, World Bank assistance for
TVET in the 1990s, training finance, trends in public training, two studies on private
training markets, two studies on enterprise-based training, two studies on training
for the informal sector, literacy and livelihood skills, distance teaching in TVET,
vocationalization of secondary education, and entrepreneurship education and train-
ing. These documents can be found at the following Web site: http:/ /www.world
bank.org/labormarkets under “Vocational Education and Training.” See also the
Bibliography for principal sources.



Introduction and Background

Education and training are good investments—good for the individual, the
employer, and the economy. Enterprises in Sub-Saharan Africa repeatedly report
shortages of skilled labor, and many of them provide training for their own employ-
ees. Debate continues about the role that governments and private providers play in
the provision and financing of training and how to get better value for the money
spent on training. Donor interest in skills development has waned over the past
decade, in part because of increased attention to basic education. Valuable experi-
ence has been gained, however, since the issues were last studied for the 1991 World
Bank policy paper on technical and vocational education and training (TVET)
(World Bank 1991). This review sets out to capture this experience in a study of
technical and vocational education and training in Sub-Saharan Africa.

Introduction

Human capital development is a process that improves an individual’s
knowledge and skills, and therefore his or her productivity in the home,
community, or workplace. Skills, representing the acquisition and mastery
of knowledge and processes used to earn a living, may be acquired in a for-
mal technical or vocational school at the secondary or tertiary levels; non-
formally in a vocational training center (VIC) outside formal schooling;
formally on the job through apprenticeship; or informally on the job
through observation, unstructured learning activities, and practice.

The institutional sources used vary by the level of skills acquired. Semi-
skilled workers may acquire the rudiments of a craft or trade through prevo-
cational education in a school setting, or by informal on-the-job methods. Skills
from higher-level journeyman up to master craftsperson can be acquired infor-
mally but also can be obtained through combinations of formal vocational
education, nonformal training, and apprenticeship. Technicians perform the
highest level of skilled work below professionals, and they acquire their skills
through experience and continuing education and training, or through formal
technical education at secondary and, more often, tertiary levels.'

The Rationale for Training

Improving the knowledge and skills of workers is expected to increase an econ-
omy’s output of goods and services and contribute to economic development.

15
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Education and training are a form of investment. For the individual, the eco-
nomic returns on this investment accrue in the form of increased earnings.
For companies, the economic returns are realized through gains in produc-
tivity and profits. For an economy, the returns are found in the expanded
output of goods and services and economic growth.

Development of human capital not only leads to higher worker produc-
tivity but also facilitates the absorption of workers into the economy and
improves their job mobility (ability to move into more productive jobs and
sectors). Reducing skills bottlenecks significantly enhances the efficiency of
the labor market. Investment in human capital also enhances business and
technological innovation by improving the capacity of workers to apply and
adapt existing knowledge and processes as well as make new discoveries.

Human capital is a critical input to determining the efficiency with
which capital investments are utilized and production is carried out.
Human capital accumulation is even more important than physical capital
accumulation. Weak human capital in the form of generally low levels of
educational attainment can constrain the ability of workers to acquire new
skills as markets change and thus slow both investment and market adjust-
ments to new technology.

Importance of Training in Sub-Saharan Africa Today

A comprehensive survey of modern enterprises of all sizes in three African
countries found that companies repeatedly cite as a problem insufficiently
skilled labor (Biggs, Shah, and Srivastava 1995a). Manufacturers in Kenya
were found not to have the numbers of technical personnel at the certificate
and diploma levels required to improve technical capacities. This is impor-
tant from the company’s perspective because industrial output is sensitive
to small changes in the scarcest factors of production.” Low levels of educa-
tion and skills in the labor force can severely restrict labor market flexibility
in the formal sector of African economies. If companies cannot find abun-
dant and adaptive skilled labor, they cannot respond to opportunities pre-
sented by new technologies.

Skills development is important in Sub-Saharan Africa today for several
reasons:

* Globalization and competition require higher skills and productivity
among workers, both in modern companies and in the micro and
small enterprises that support them. Companies have been downsiz-
ing and outsourcing in response to liberalized trade regimes and
lowered import tariffs. However, having fewer employees has not
meant less training. Quite the contrary—evidence suggests that qual-
ification levels are increasing and training efforts are intensifying
within enterprises in competitive environments. Moreover, entrepre-
neurial skills are of growing importance. Persons with more formal
education outperform others in small enterprises.
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In many countries in Sub-Saharan Africa, technological changes
require richer cognitive content, higher skill levels in the labor force,
and continued enhancement of work force skills. Exploiting the
potential of information and communications technology (ICT)
requires a strong skills base (as well as infrastructure and appropri-
ate regulatory frameworks). Adoption of ICT is associated with the
employment of more skilled workers. A labor force with a solid basic
skills foundation is essential for countries to exploit the opportunities
opened by technological change (Betcherman 2001).

Many countries have undergone significant structural adjustment
over the past decade. This often entails the sale or closing of loss-
making state-owned enterprises. Structural adjustment can lead to
substantial downsizing of employment in the state and parastatal
sectors as well as in private companies that face increased competi-
tion. Workers displaced by structural adjustment often need upgrad-
ing of their skills. The numbers can be significant.

Poverty reduction requires investing in the productivity and skills of
economically and socially vulnerable groups. This is one of the main
messages of Can Africa Claim the 21st Century? (World Bank 2000).
Investment in people is important for two reasons: Africa’s future
economic growth depends less on its natural resources, which are
being depleted and are subject to long-run price declines, and more
on its labor skills and its ability to accelerate a demographic transi-
tion. Investing in people promotes their individual development and
enhances their ability to escape poverty. Improving human capital is
thus crucial for Africa, both to reduce poverty and to improve peo-
ple’s lives. Efforts to boost human capital in the region must cover a
broad front, including education, health, and skills development
(World Bank 2000, pp. 3, 100, 103). Skills are an important means to
increase incomes and sustainable livelihoods for the poor.

Finally, skills development becomes both more important and more
difficult as a result of HIV/AIDS. AIDS depletes scarce human capi-
tal and magnifies the need to replace skills lost across a wide range of
occupations (World Bank 2000, p. 42). (See also chapter 2.)

Issues Surrounding TVET

Debate about TVET today revolves around the issues of balancing supply
and demand, delineating the roles of the public and private sectors, and
ensuring cost-effectiveness.

Supply and Demand

The fundamental issue in skills development is how best to balance the sup-
ply of skills with the demand in the labor market. What role does a training
market play? If the demand is unsatisfied, skills bottlenecks impede growth
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and development. If the supply is not absorbed, unemployment and waste
of scarce resources ensue. One of the earlier approaches to this issue
attempted to balance supply and demand using manpower planning and
requirements forecasting. Under manpower planning, skills requirements
by sector were forecast 5 to 10 years ahead. Manpower plans were devel-
oped and implemented based on these forecasts. However, the forecasts
proved uniformly unreliable, did not allow for labor or educational substi-
tution, ignored costs and prices, and favored investment in secondary and
higher education at the expense of primary schooling (Middleton, Zider-
man, and Adams 1993, pp. 136-39).

Another approach to investment in skills development, and indirectly to
balancing supply and demand, is rate-of-return analysis, which compares the
discounted future income stream of graduates with the direct and indirect
costs of producing their skills. Income streams are based indirectly on supply
and demand, because skills in demand command higher incomes. Returns
can be calculated for the individual (private rate of return) and for society
(social rate of return) and compared for investments in various types of edu-
cation and training. The advantage of rate-of-return analysis is it compares
the costs as well as the benefits of acquiring education and training. These
analyses typically show that education investments yield higher returns than
physical investments; that returns are higher in countries at a lower stage of
development and with a narrower base of education; and that returns on pri-
mary education are the highest among all educational levels, although this
pattern has recently been challenged in Sub-Saharan Africa (Bennell 1996a)
The rate-of-return methodology has its own drawbacks® and does not com-
pletely substitute for manpower forecasting (Richards and Amjad 1994).

In the 1990s a third approach emerged, built around markets, to help bal-
ance supply and demand. Labor market signaling used the data provided
by labor market information systems (LMIS) to analyze movements in
demand and supply. Rates of return were among the “signals” used. Plan-
ners could take their cues about balances in supply and demand from key
labor market indicators such as employment rates, waiting times for
employment, and especially wages for various occupations. High relative
wages, assuming they are free to float, indicate scarcity of skills, and low or
declining wages point to oversupplies. Experience with the implementation
of LMIS is taken up in chapter 2.

Role of the Public and Private Sectors

The issue of who should provide and pay for skills development continues to
occupy policymakers. Should it be government’s responsibility to finance skills
development from public revenues and provide it in government-sponsored
institutes? Or should those who capture the benefits—employers and
trainees—pay for the training and should provision be left to the market and
nongovernmental providers? In effect, should all training be turned over to
employers or private sector providers, in view of the private benefits obtained?
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Historically, in industrial countries, virtually all middle-level skills train-
ing was shouldered by employers and provided on the job. Public interest
in the skills of the work force and economic growth led governments to
assume responsibility for providing technical and vocational training in
dedicated schools. The thinking in the 1950s and 1960s was that govern-
ments in developing countries needed to invest in occupational skills train-
ing to complement investments in physical capital. With donor assistance,
governments built, equipped, and staffed vocational schools and training
centers to produce the skills needed for rapid industrialization and replace-
ment of expatriate workers (localization).

TVET was infused with broad social objectives, including fighting youth
unemployment, relieving demographic pressure on higher education insti-
tutions by diverting student aspirations, and serving academically less able
students. Proponents maintained that government must remain involved to
compensate for limited private training capacity and willingness to pursue
these goals and to stimulate economic growth with supplies of trained
workers (Middleton, Ziderman, and Adams 1993, p. 37). All too often, the
supply of vocational skills became its own justification. This issue is pur-
sued below in the discussion of modeling training decisions.

Cost-Effectiveness

By the 1980s serious questions were being raised about the cost-effectiveness
of much pre-employment skills training. TVET is expensive—up to 14 times
more expensive than general secondary education in Sub-Saharan Africa
(Atchoarena and Delluc 2001, p. 37). The greater cost of TVET imposes a
major constraint on its expansion and compels attention to its effects in the
labor market. Critics of government-sponsored pre-employment training
pointed to its inflexibility and inefficiency compared with training that is
subject to market forces. Moreover, economic downturns and structural
adjustment led to contraction in wage employment, especially in the public
sector, and fiscal restraint led to difficulties in sustaining expensive public
vocational training. TVET graduates could not find jobs. Governments could
not afford to sustain the costly training programs (Middleton, Ziderman, and
Adams 1993, pp. 37-38).

Highlights of Developments in the 1990s

The World Bank took up these issues in the late 1980s in a policy study that
resulted in the publication of two seminal works: Vocational and Technical
Education and Training: A World Bank Policy Paper (World Bank 1991), and
Skills for Productivity: Vocational Education and Training in Developing Coun-
tries (Middleton, Ziderman, and Adams 1993), a subsequent compilation of
the evidence, hereafter referred to collectively as “the Policy Study.”

On methods to help balance supply and demand, the Policy Study advo-
cated the development of training markets and reliance on labor market
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signaling, plus an array of means to enhance the demand responsiveness of
training institutions. The Policy Study noted that movements in wages and
employment signal changes in the demand for and supply of particular
skills and trades in competitive market economies. A careful monitoring of
these signals could identify trends in supply and demand for skills (Middle-
ton, Ziderman, and Adams 1993, p. 140).

The use of this method requires investment in LMIS. Key data sources
include national household and establishment surveys, social insurance,
tracer studies, and cost analyses. Rate-of-return studies form part of labor
market signaling. On the supply side, the Policy Study advocated various
means to enhance the response to market demands, including strengthen-
ing national training authorities, managing by incentives, improving links
between training and employment, and increasing institutional autonomy
and accountability (Middleton, Ziderman, and Adams 1993, pp. 205-15).

On the roles of government and the private sector, the Policy Study
made the useful distinction between government financing and govern-
ment provision. It asserted that there is no blanket case for government
financing and provision of training. Government financing could be justi-
fied in cases of externalities (where private investment in training does not
take into account broader benefits that may accrue to society from the avail-
ability of a skilled labor force), market failures and imperfections (where
insufficient incentives exist for employers and individuals to invest in train-
ing; for example, because of fear of poaching, compression of wages, or cap-
ital market imperfections), and equity (where interventions are needed to
ensure the access of disadvantaged populations to skills training). Although
government financing of training can be justified in such instances, govern-
ment provision of skills training could be justified only rarely—usually as a
second-best alternative to building up private training capacity (Middleton,
Ziderman, and Adams 1993, pp. 115-18).

In terms of cost-effectiveness, the Policy Study found that some forms of
training were generally more efficient than others (for example, enterprise-
based training). However, all forms could be cost-effective when linked
closely to employment demand and focused on available jobs. The exception
was diversified secondary education (adding some occupational skills to an
otherwise academic curriculum). In most cases, this type of curriculum did
not give graduates any advantage in the labor market. It was an expensive
form of secondary education because of the need for special facilities, specific
equipment, and specific training for teachers. It also proved difficult to imple-
ment in most countries (Middleton, Ziderman, and Adams 1993, pp. 50-51).

The Policy Study noted that the analytical basis of lending for TVET had
remained comparatively weak. Noteworthy was the lack of attention to the
economic rationales for public-sponsored training and encouragement of
private training. The Policy Study called for deeper analysis of the economic
context in which skills are delivered, including labor market issues. It
pointed out that analysis of the economic context of training requires exam-
ination of two main questions: “What skills are needed over the medium
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term?” and “What is the impact of economic and social policies on labor
market efficiency and employment?” Answering the first question involves
several steps, including anticipation of structural shifts in the economy and
identification of growth trends; identification of economic policies (for
example, protectionist measures) and strategies (for example, targeted sec-
tors) that will influence skills demand; and forecasts of the effects of these
patterns on the growth of employment by subsector and industry (World
Bank 1991, pp. 65-66).

The Policy Study advocated a two-stage approach to skills development.
The first stage involves addressing important non-TVET issues, particularly
creating a regulatory framework that encourages investment in physical
and human capital; instituting macroeconomic policies that foster sustained
output and employment growth; and especially strengthening primary and
secondary education—recognizing that basic education provides the foun-
dation of skills and flexibility needed in any work force.

The second stage of the strategy entails the reform of skills development
in three areas:

1. Improving the effectiveness and efficiency of public training by devel-
oping strong links between training institutions and enterprises,
improving institutional responses to market forces, using resources
efficiently, building capacity for policy implementation, and diversify-
ing the sources of financing through payroll levies and cost recovery

2. Strengthening private training by creating a favorable policy envi-
ronment, strengthening employer training, and reducing the regula-
tion of private training

3. Using training as a complementary input in programs designed to
improve the incomes of the poor and socially disadvantaged by
improving levels of general education, training for jobs in the infor-
mal sectors, improving access to wage employment, reducing legisla-
tive discrimination against women, and reducing the opportunity
costs associated with training (World Bank 1991, pp. 21, 30-63).

International Assistance for Skills Development

Concerns about the effectiveness of public training and recognition of the
importance of bringing basic education to all children produced a shift of
international interest in the 1990s away from new investments in public train-
ing capacity to a focus on TVET reforms. Subsequent reviews have noted the
challenges posed by these reforms but have also highlighted successes.

Trends and Shifts in Emphasis

In the middle to late 1990s, attention to skills development by donors seemed
to wane. Assistance for skills development also diminished within the World
Bank. Total Bank lending for TVET fell slightly in absolute terms between the
1980s and 1990s, but it decreased by more than 40 percent in the Africa region,
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Figure 1.1. World Bank Lending for TVET, Total and Africa Region
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from $215 million in the 1980s to $125 million in the 1990s (figure 1.1)* As a
percentage of total lending for education and training in the Africa region, the
decline was relatively more precipitous, from 22 percent of all lending in the
1970s, to 19 percent in the 1980s, and just 5 percent in the 1990s (figure 1.2). The
decline was also evident in the proportion of Bank-financed education and
training projects that included training investments (figure 1.3).

Reduced attention to skills development by the wider donor community
paralleled the decline in Bank assistance. Skills development did not receive
much attention in either national or donor agendas for the region over the
past decade. The goals for Education for All state that “All young people
and adults must be given the opportunity to gain the knowledge and
develop the values, attitudes and skills which will enable them to develop
their capacities to work,”” but the emphasis has been on provision of basic
education. The Africa-led New Economic Program for African Develop-
ment (NEPAD) does not refer to skills development apart from the need to
develop ICT specialists.® The absence of skills development from the
poverty reduction agenda is also noticeable. Skills development as a means
to provide sustainable livelihoods is strikingly absent from many of the ini-
tial Poverty Reduction Strategy Programs (PRSPs).

Several factors contributed to this decline. Within the Bank a more
rigorous economic justification was required for TVET programs, and the
objects of assistance changed from costly heavy equipment and buildings to
relatively inexpensive investments in policy and institutional development.



Figure 1.2. TVET Lending as a Percentage of Total Education Lending
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Figure 1.3. World Bank Education and Training Projects with Training
Investments
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The Working Group for International Cooperation in Skills Development
referred to the Bank’s policy as one of the reasons for reduced overall donor
interest in skills development in the 1990s. The Bank’s 1991 Policy Paper did
not actually call for reduced support to public training, but the strong cri-
tique of the performance of public training reportedly encouraged other
agencies to reduce their involvement in this area (Working Group for Inter-
national Cooperation in Skills Development 2001, p. 33).

Three additional factors were responsible for the reduced attention to
skills development. First was the necessary emphasis on basic education
and the movement toward universal primary education. This absorbed
most donor attention and assistance in the 1990s. In addition, more recently,
the development of the Millennium Development Goals and the focus on
poverty led to a further reduction in the priority given to skills develop-
ment. The absence of any reference to skills development in the Millennium
Development Goals has tended to undermine international support for
training. This may be explained in part by the strong pre-employment, for-
mal sector orientation of traditional TVET for wage employment (rather
than income generation in the informal sector) (Working Group for Interna-
tional Cooperation in Skills Development 2001, p. 33).

Despite the overall decline in attention to skills development, several
donors continued to support TVET during the 1990s. Assistance from France
was substantial and fairly diversified. In 2000, 23 countries in Sub-Saharan
Africa benefited from French assistance for TVET, totaling about $30 million
equivalent, mostly for external technical assistance. Germany assisted 17
countries in the region over the past decade, Danish International Develop-
ment Agency (DANIDA) assisted 12 countries with about $120 million, and
the Swiss government provided assistance for $50 million, mainly in five
countries. In addition, the African Development Bank (ADB) identified the
provision of middle- and high-level skills as one of its priority areas’ and
provides substantial assistance in this field.®

Assistance programs were guided by new policies on TVET in several
countries, including Germany in 1992, Switzerland in 1994, and DANIDA in
1995.° The World Bank policy work in 1991 helped stimulate discussion on
many of the issues. The Bank’s advocacy of more private sector involve-
ment in training was not readily accepted, but the focus on institutional
development and systems reform resonated among several donors.

One of the salient shifts in policies in the 1990s was the priority given to
the reform and development of TVET systems by international development
agencies DANIDA and Deutsche Gesellschaft fiir Technische Zusammenar-
beit (GTZ). A recent comprehensive evaluation of DANIDA programs docu-
ments the shift away from supporting individual vocational training
institutions to systems reform and institutional development (DANIDA
2002, pp. 9, 41). Within this context, DANIDA placed increased emphasis on
the creation and development of national training authorities and training
funds. Another major shift was the priority assigned by international devel-
opment agencies to training for the informal sector.



Introduction and Background 25

Another clear trend in donor policies was the shift from projects to pro-
grams and broader issues. The increased emphasis on system and institu-
tional reforms suggested a broadening of approach. Many donors reduced
their emphasis on targeted projects in favor of dialogue on sector policy
development and reform. Sectorwide approaches (SWAPs) were the main
instrument for increased scope of operations."” The move from project to
program and from project to policy was stimulated by the realization that
projects could achieve enclaves of excellence within a small part of the train-
ing system, but have little impact on improving the system as a whole. As
stated by DANIDA, “it was entirely possible to deliver a ‘successful” project,
protected and insulated by longer or shorter term donor funding from the
wider organizational and political environment. But far too many such
development initiatives were failing shortly after the implementation
phase” (DANIDA 2002, p. 63). The shift to SWAPs had implications for
assistance to TVET, which does not fit neatly into a single sector. SWAPs
were accompanied by reductions in the number of countries and sectors
that agencies were assisting. One consequence of the sectorwide approach
was a reduction in the number of countries receiving assistance. DANIDA’s
program has decreased from 12 countries to about 5 countries (DANIDA
2002, p. 89).

Concentration is another pattern, as indicated by German assistance.
Assistance in each country is allowed to concentrate on no more than 3 of 10
allowable areas. Vocational training is a subpart of one of the focal areas of
economic reform and development of the market system. One consequence
of this concentration may have been to “crowd out” projects for vocational
training (DANIDA 2002, p. 89); Working Group for International Coopera-
tion in Skills Development 2001, pp. 14-17). The Swiss Agency for Develop-
ment Cooperation has also adopted a similar thematic approach to
assistance. Employment and income is one of five thematic means to
achieve the objective, and skills development is a key instrument in combi-
nation with micro and small enterprise promotion (Working Group for
International Cooperation in Skills Development 2001, pp. 18-20).

Aid Effectiveness

A review of World Bank lending in the 1990s against the prescriptions of its
1991 Policy Study found several innovations. Much greater attention and
assistance were given to various kinds of in-service training, whereas assis-
tance had previously been skewed toward preservice training. In particular,
most new projects featured support for the informal sector. More demand-
side financing was instituted, particularly through the creation or support
of training funds. These innovations were generally rated as successful.
Weaknesses were also identified, including weak economic analysis and
analysis of constraints on nonpublic providers, failures of most labor mar-
ket observatories (chapter 2), and inadequate monitoring and evaluation of
impacts, especially on costs of interventions (Johanson 2002).
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In terms of bilateral assistance, German aid was successful in the 1990s
in creating several experimental projects on informal sector training, but
studies also noted the lack of information by which to evaluate the inter-
ventions (Nell, Shapiro, and Grunwald 2002). DANIDA’s evaluation
pointed to the complexity of systems reforms, difficulties of reorienting sup-
ply-driven training systems in a context of reduced industry demand for
skills, limited impact on poverty reduction, and inadequate attention to
gender strategies. It noted the difficult tradeoffs between cost-recovery and
equity objectives. Other findings stress the importance of incentives for sys-
tem reform. “It is only through the nurturing of truly competitive training
markets and genuinely hard budgets that these organizations become
demand-driven and cost-effective” (DANIDA 2002, p. 53).

Highlights of the Literature

Research on TVET in the 1990s covered a wide array of topics," following
the issuance of the Policy Study. Attention was given to the effects of struc-
tural adjustment and liberalization on training needs, the overall transition
between school and work, and the needs of the informal sector. Several
studies were published about reforms in South Africa. Regionwide studies
included a study sponsored by the U.S. Agency for International Develop-
ment (USAID) on work force development (Center for Workforce Develop-
ment 1998) and three compilations by the International Project on Technical
and Vocational Education (UNEVOC) on the development of TVET in
Africa (UNEVOC 1996), partnerships (UNEVOC 1995), and the informal
sector (UNEVOC 1998), respectively. The U.K. Department for International
Development (DfID) financed an extensive study on the effects of competi-
tion on micro and small enterprises (Afenyadu and others 1999). The Work-
ing Group for International Cooperation in Skills Development provided a
useful forum for discussion of TVET issues and helped document donor
policies during the 1990s."

Two documents warrant more detailed attention. Vocational Education
and Training Reform (Gill, Fluitman, and Dar 2000), based on the experiences
of 19 countries worldwide, including 3 in Africa, examined the constraints
faced in implementing vocational education and training (VET) policies and
analyzed how some countries managed to achieve successful reforms. The
joint World Bank-International Labour Organisation (ILO) study found that
successful reforms (i) make school-based VET more like general educa-
tion—that is, they make content more general and the vocational track less
dead-end; (ii) combine public financing of pre-employment training with
evaluation of program impact in design and ensure competition among
providers; and (iii) recognize that it is difficult to provide incentives for
enterprise training. Mandatory training targets and levy-rebate schemes, for
example, do not increase training significantly, and tax incentives work only
when the tax base is broad and subsidies increase public expenditures.
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The study contained four principal messages:

1.

2.

Matching training instruments to target groups is as important as
picking the best delivery mode.

Many governments have been preoccupied with providing voca-
tional training at the expense of providing information about the
availability and effectiveness of training programs.

. A vigorous private response has refuted claims about the reluctance

of private providers to enter the field.
Political will, not organizational capacity, is the main obstacle to
reform (Gill, Fluitman, and Dar 2000, pp. 33-35).

The second document is the Policy Paper on TVET adopted by the Inter-
American Development Bank (IDB 2000). Based on experience in the Latin
America and Caribbean region, the strategy paper outlined the IDB’s posi-
tion on training under six themes:

1.

Training requires an enabling environment. Recognize that training
alone is not an effective means to combat unemployment. To mini-
mize the risk that training will be ineffective, job creation must also
occur.

Training does not replace good education. A solid basic education is
the best preparation for a wide range of jobs and often will shorten
the length of training required. Substantial efforts in training are nec-
essary to generate economic development.

Good training is also good education. To meet the demands of an
increasingly technological labor market, workers need a good mix of
practical skills and conceptual understanding. Good training can
provide the same skills taught in general education by focusing more
on language, mathematics, and science and by integrating skills
development and theory. Training of this type requires teachers who
have pedagogical skills in both general and skill-specific areas.

. Training pays. Training increases productivity and hence workers’

income. Together with job skills, training imparts the necessary val-
ues and attitudes recognized or rewarded in the labor market. Aggre-
gating training data across occupations is risky, since the success or
failure of one occupation may mask the true value of another.
Mismatch between training and jobs has been the number one prob-
lem. To get a good fit between jobs and training, appropriate incen-
tives are needed, and mechanisms to link training and employment
must be in place.

. The beneficiary should pay. Although no empirical evidence is pro-

vided, it is asserted that good quality training generates as many
external economies as education and, for this reason, training systems
should not aim at full cost recovery. Private provision of training is
preferable to public provision, unless public providers are subject to
the same incentives and accountabilities as private providers.
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The IDB offered the following advice for improving training:

e Enhance the performance of existing providers through appropriate
monitoring and evaluation, provide competitive training funds, link
employers and trainers and encourage joint decisionmaking, create
an oversight agency, and link budgets to outcomes (employment of
graduates).

e Offer new modes of apprenticeship to teach the full spectrum of skill
levels. These programs could, for example, reproduce the high-quality
training of the German “dual model.”

e Promote lifelong learning.

e Invest in new delivery forms for traditionally underserved groups;
for example, distance training and training for entrepreneurship.

e Upgrade training for the modern economy. Develop good materials
and provide good trainers.

* View training as a social policy, not as a means of job creation. Training
is essential for improving the productivity and competitiveness of an
economy. To the extent that an economy is growing, jobs will be cre-
ated and training will increase, but training alone does not create jobs.

Modeling Training Decisions

Over the past decade economists have extended arguments for public inter-
ventions in training markets on the grounds of market failures. Much of the
early modeling of education and training was influenced by the seminal
work of Gary Becker (1962, 1964). Becker showed how, under competitive
conditions and the absence of constraints impeding trainees’ ability to
finance the investment through borrowing or acceptance of a training wage,
training markets would function efficiently without any need for the public
sector to intervene. Becker’s policy conclusions have since been challenged
by models of training under imperfect competition (Acemoglu and Pischke
1998, 1999; Chang and Wang 1996; Katz and Ziderman 1990). Imperfectly
competitive labor markets can create conditions leading to underinvest-
ment in general skills training.

Studies in the 1990s have taken advantage of the growing availability of
training information in micro data sets to study the effects on training of
individual and firm-related characteristics (Altonji and Spletzer 1991; Bartel
and Sicherman 1998; Haltiwanger, Lane, and Spletzer 1999; Tan and Batra
1995; Velenchik 1997).

Role of the Public Sector in Training

Becker contended that governments did not need to intervene in training mar-
kets except to ensure equity and address market failures attributed to credit
and information constraints. Where credit constraints were present, the pre-
ferred interventions were improvements in loan markets and removal of regu-
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latory barriers to training wages to allow self-financing of training by workers.
With these reforms, investments in training and skills development by trainees
and firms would be efficient and government interventions unnecessary.

Becker’s distinction of general and specific skills was important to this con-
clusion. General skills were considered useful to all employers, while specific
skills were seen as uniquely useful to the worker in his or her current job. Thus,
in a competitive labor market where workers are paid their marginal product,
workers derive the full benefit of investments in general skills and are willing
to pay for these skills. Employers would be willing to pay only for investments
in specific skills that are uniquely useful to the firm, because investments in
general skills can be lost to other firms through worker turnover.

Acemoglu and Pischke (1999, pp. 126-128) have since shown that labor
market imperfections produce inefficiencies in training by compressing
wages and reducing worker incentives for investing in training. The pay-
ment to workers of a wage less than their marginal product under condi-
tions of wage compression creates the space and incentive for firms to
extract in profits some of the worker’s increased productivity due to general
skills training. This provides a rationale for firms to share in the cost of
investment in general skills, in contrast to the predictions of Becker’s model.
From a policy perspective, the reduced incentive of the worker to invest in
general skills may be offset by the increased incentive for the firm to invest
in these skills. However, other problems arise with the presence of labor
market imperfections that create the conditions for market failure and the
rationale for government intervention in training markets.

General skills training is found to increase wages paid by current
employers less than wages paid by future employers, producing an exter-
nality that in an uncompetitive labor market leads to underinvestment in
general skills (Bishop 1987; Loewenstein and Spletzer 1998). Unless employ-
ment contracts combine wage setting and training commitments to absorb
this externality, the resulting market failure and underinvestment in train-
ing will justify public interventions.

Even when such contracts can be devised, the informal manner in which
some skills are imparted on the job will make it difficult to monitor training
and enforce contracts, leaving the risk of underinvestment. Faced with a
market failure, public interventions can take different forms to expand
training investments: subsidies through public financing for training; public
delivery of training; and regulations—for example, testing and certifica-
tion—that would enhance the feasibility of monitoring training contracts.

The introduction of imperfect labor markets thus produces a different set
of policy conclusions than that reached by Becker. Even when liquidity and
information constraints are relaxed, the amount of training in an imper-
fectly competitive labor market is likely to fall well short of the levels pro-
duced in a competitive market. Wage compression and payment to workers
that is less than their marginal product can make employers willing to share
in the cost of general skills training, but difficulties in monitoring training
commitments in the enterprises and the potential variance between wages
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paid in current and in future employment can produce underinvestments in
general skills training.

The presence of imperfectly competitive labor markets in many coun-
tries within Sub-Saharan Africa, joined by weak capital and information
markets, raises the risk of market failure and strengthens the case for public
intervention in training markets. The presence of these conditions, however,
has to be assessed on a country-by-country basis.

Determinants of Training

Over the past decade, new information has emerged in micro data sets that
enables the study of individual and employer characteristics that influence
training decisions; however, the majority of these studies refer to experience
in industrial countries. This type of analysis has been largely missing in
many developing countries, and in particular, in Sub-Saharan Africa. Tan
and Batra provide one of the few empirical studies of training in developing
countries. Their study covered Colombia, Indonesia, Malaysia, Mexico, and
Taiwan and focused on manufacturing. They found that 50 to 80 percent of
small firms and 20 to 70 percent of large firms did not provide formal struc-
tured training for employees. Informal on-the-job training by coworkers and
supervisors was more common, but even then more than 20 percent of the
smaller enterprises and 8 to 13 percent of the larger enterprises did not train.
The top three reasons given for the lack of training, especially by micro and
small enterprises, were limited resources, imperfect information on the ben-
efits of training, and potential loss of the investment through turnover.

The benefits that provide incentives for training come from increased pro-
ductivity translated into higher earnings for workers and profits for firms. In
a global survey of training, Middleton, Ziderman, and Adams (1993) found
considerable variance in these benefits in developing countries, with in-
service training generally producing more benefits than preservice training.

Good preservice training can be found, however. In a recent study by
Gill (2003, vol. 2, ch. 3, p. 29), using household labor force and tracer sur-
veys in Mexico for the CONALEP (Colegio Nacional de Educacién Profe-
sional Técnica) program, significant economic returns on preservice
vocational training are attributed to an autonomous national organizational
structure, decentralized operations, strong links to industry, industry-expe-
rienced instructors, and modular courses. Tan and Batra find in-service
training associated with higher firm-level productivity in all five economies
they study. In a more detailed examination in three of these economies,
training is associated with higher relative pay.

Evidence exists to connect in-service training in Sub-Saharan Africa with the
payment of higher wages. Bigsten and others (2000) examine rates of return on
physical and human capital in Africa’s manufacturing sector in a survey of
small and large enterprises in five countries: Cameroon, Ghana, Kenya, Zam-
bia, and Zimbabwe. Although the primary focus is on education, earnings func-
tions are estimated that include measures of experience based on age and
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firm-specific learning measured by tenure of the worker on the current job. The
findings confirm the impact on earnings of learning through experience, but
with differences across countries. Cameroon, Zambia, and Zimbabwe show
similar returns, while Ghana’s returns are higher than average and Kenya’s
lower. The limited evidence available on the impact of training in Sub-Saharan
Africa demonstrates the presence of economic incentives for investments in
training by individuals and enterprises but suggests that the results may vary.

The impact of technological change on training decisions is ambiguous.
One hypothesis holds that by making past education and training obsolete,
technological change encourages workers to invest in on-the-job skills
training to accommodate each new wave of innovation. An alternative
hypothesis contends that general education better enables workers to
adjust to and benefit from technological change and that workers will sub-
stitute general education for specific skills training. Using longitudinal
data from the United States for young men in manufacturing to examine
these hypotheses, Bartel and Sicherman (1998) find that technological
change increases the likelihood of formal company training, narrows the
training gap between educated and less educated workers, and extends
training to those previously lacking it. Tan and Batra (1995) show similar
findings for their sample, with enterprises that invest in technology and
new production methods more likely to offer in-house training.

The innate and acquired abilities of workers are potentially important
determinants of training through their impact on the efficiency with which
workers can acquire new skills (Mincer 1962, Rosen 1976). However, these
abilities can also reduce the incentive to acquire subsequent skills by raising
the value of time spent in work. Using data from the U.S. National Longitu-
dinal Survey of the High School Class of 1972, Altonji and Spletzer (1991)
demonstrate that those who have more education and higher skills are more
likely to engage in training. Curriculum differences seem to have little
impact on subsequent training. Postsecondary education has a particularly
strong positive relationship with training. A significant part of the linkage
reflects differences in aptitude and achievement measured at the end of sec-
ondary school. Tan and Batra (1995) refer to the interaction of education
with technological change. Employers in their sample who invested in new
technologies were more likely to use highly educated workers adept at
working with these technologies and to provide them with training.

Characteristics of the enterprise and the employment also influence training
decisions. Tan and Batra (1995) show that firms are more likely to train when
they are large, employ an educated work force, invest in research and develop-
ment, possess technology or licenses, have foreign capital participation, use
quality control methods, and export to foreign markets. Velenchik (1997) uses a
1993 survey of manufacturing firms in Zimbabwe to investigate the presence of
wage premiums associated with working for larger firms. The breakdown of
these premiums supports the idea that larger firms use higher wages to increase
the quality of their applicant pools, reduce employee turnover, and enhance
worker loyalty. Training plays a role in achieving these ends.
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Occupational requirements linked to the technology of the firm also
shape demands for training. Altonji and Spletzer (1991) demonstrate that
the incidence of training varies directly with the verbal, math, and clerical
skills requirements of an occupation but inversely with the manual skill
requirements.

The growing body of evidence on training provided by micro data thus
confirms the active role of enterprises in training, but shows that it is a role
that is selective, favoring certain firms and workers over others. Smaller
firms train less. Tan and Batra (1995) note in their sample of five developing
countries that small and medium enterprises operate at lower average effi-
ciency levels than their larger counterparts, but that a significant number of
these smaller enterprises are actually more productive than many larger
firms. This is an important finding since it indicates that smaller firms are
not inherently inefficient and that there is a potential for many to become
more productive and competitive. The high returns on training observed
suggest the value of training in achieving this objective.

A second important policy conclusion emerging from this review is the
importance of early schooling as an influence on future access to skills training.
Those who acquire an early foundation of education are more likely to continue
adding to this foundation through training at later stages of the life cycle.

Questions of Particular Relevance to Sub-Saharan Africa

Against this backdrop, several basic questions remain of vital interest for
skills development in Sub-Saharan Africa:

*  What should be the role of training when there is not enough modern
sector employment?

e Given the widespread decay in public training systems, what should
be the role of the public sector in training?

* Are private training providers more cost-effective than public sector
training providers? What is the capacity of private training providers
to fill the gap left by declining public investment in training?

e  What is the relative importance of training within enterprises and
does the state need to intervene to stimulate it?

e Inview of shortages of public financing, how can needed skills devel-
opment be financed?

*  What role can financing mechanisms play in improving the effective-
ness and efficiency of training?

The Africa Regional Review of Skills Development

With the passing of a decade since publication of the World Bank’s policy
paper on TVET, a review of reforms and experience is timely. The review,
focused on Sub-Saharan Africa, sets out to capture this experience and the
lessons that can be derived from it in response to the questions posed above.
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Objectives and Target Audiences

This review of skills development in Sub-Saharan Africa was undertaken to
help answer the questions above and to fill gaps in the knowledge base on
training in the region. Specifically, the review seeks to update knowledge
about TVET in the region; explore issues and recent developments; and dis-
till lessons as a guide to future skills development in the region. The aims
are to inform clients about best practices, build consensus among donors
and clients on these practices, and create Bank staff capacity to assist in
TVET. Therefore, the main target audiences are policymakers and leaders
concerned with skills development in Sub-Saharan Africa, donors to skills
development, and, in particular, Bank staff members.

The review is not intended to be a policy paper offering prescriptions for
country policies. Instead, it is a knowledge product that analyzes recent
trends and practices and identifies possible lessons and guidelines for
future action. It cannot substitute for in-depth analysis of skills develop-
ment within countries. It provides some guidance for country analyses but
cannot replace them.

Scope  This review considers skills development by youth and adults
broadly over the life cycle. A decision was made to focus on urban and rural
nonfarm employment and skills development, while recognizing the
importance of employment in agriculture. Agricultural training is vitally
important, particularly in view of the high proportion of people working in
the sector (chapter 2). In fact, agriculture was regarded from the beginning
as so vast and so important a subject that it should be dealt with in a sepa-
rate study. Pre-employment training for agriculture is done mainly through
higher education. Training for farmers is done largely through agricultural
extension services or by suppliers. Coverage of these means is beyond the
scope of this review.

The central issue, then, is how to manage and promote growth in the non-
farm sector. The importance of diversifying into nonfarm skills was also stated
in ILO’s “Jobs for Africa” Program: “As well as increasing output of tradi-
tional crops, rural African economies will have to aim for greater diversity.
This will mean not just producing more crops for export, such as vegetables or
flowers, but also developing a greater range of nonfarm activities. Many of the
poorest workers will need assistance to move in this direction—with greater
access to technology, skills and training” (ILO 1999, p. 14).

APPROACH The review seeks to consolidate information about what
has—and has not—worked in skills development under various circum-
stances. It is based on a general literature review, a review of the Bank’s
operational experience in TVET in the 1990s, and in-depth investigations of
specific thematic issues and case studies.

The review has been conducted in three phases. The first phase encom-
passed a literature review, nine thematic studies, and an initial synthesis of
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Figure 1.4. Studies Included in the Review

1. Literature review 12. Distance learning
2. Labor market developments 13. Literacy and livelihood
(ILO) skills (IZZ)
3. Review of Bank TVET 14. Vocationalizing secondary
lending education
4. Financing TVET 15. Entrepreneurship education
5. Public sector training (IIEP) and training
6, 7. Private sector training— 16. Synthesis
2 (IIEP) Total: 14 thematic studies, 20
8,9. Enterprise training—2 (ILO) country reviews, 70 case
10, 11. Informal sector training— studies

2 (ILO)

findings. The second phase included five additional thematic studies
designed to deepen the analysis and fill gaps in knowledge identified in the
first phase, plus a synthesis. Overall, the 14 thematic studies produced 20
country reviews and 70 case studies. (figure 1.4). The distribution of the
countries and case studies is shown in table 1.1.

The third phase involved extensive consultations and dissemination of
the completed synthesis of findings, first with donors in Edinburgh under
the auspices of the Working Group for International Cooperation in Skills
Development and subsequently with African policymakers and practition-
ers in Turin under the aegis of the International Training Center of the ILO.
The final synthesis report, produced in early 2003, takes into account the
views of clients and partners.

The review has been jointly financed by the World Bank, the Norwegian
government, and the DfID. Partner agencies have made important contribu-
tions. Several studies have been contributed by the International Training
Center of the ILO and the International Institute of Educational Planning of
the United Nations Educational, Scientific, and Cultural Organization
(UNESCO). In addition, the Institute for International Cooperation of the
German Adult Education Association (IIZ/DVV) has collaborated with the
Bank on one study. These organizations provided additional financing for
their studies.

Training serves economic, social, and political objectives. This review
follows the approach taken by the 1991 World Bank study, namely that eco-
nomic and equity objectives are paramount and must be related to actual
prospects for employment and income generation. In other words, the eval-
uation of training programs must be rooted in real possibilities for wage or
self-employment. On the issue of social objectives for training, the Policy
Study noted that pre-employment training generally had not been cost-
effective when used as a supply policy to stimulate industrial growth, to
reduce youth unemployment, to serve academically less able students, or to
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Table 1.1. Distribution of Country and Case Studies

Countries
= % § Qé\ g N
S 3 S a = - S o )
S iTIEiso.oipRiiifiss
= e ° s T 8 O . = =
Study FRESCa0GESSIESEEFSINAE
Country
reviews
IST1 1 11 1 1 5
ISTII 1 1 1 1 1 5
Public sector
training 1 11 1 1 1 1 1 11 10
Total 11111 2 21111211111 20
Case studies
EBTI 1 1 2
EBT II 1 1 2
IST1 4 3 5 4 2 18
ISTII 4 4 3 3 4 18
Private VET I 1 1 2
Private VET II 1 1 2
Distance
teaching 1 1 1 1 2 6
Entrepreneurship
E&T 1 1 1 1 4
Finance 1 1 1 3
Literacy and
livelihoods 11 11 1 5
World Bank
lending
review 1 1 1 1 1 5
Vocationalizing
sector 1 1 1 3
Total 52 42 081911037 4 47 7 3 270

Notes: IST = informal sector training, EBT = enterprise-based training, E&T = education and
training, VET = vocational education and training. Totals include 20 country reviews, of
which 7 are francophone, and 70 case studies, of which 24 are francophone. Roman numerals
refer to Phase I and Phase II studies.

change youth aspirations (Middleton, Ziderman, and Adams 1993, pp.
38-39, 70). Instead, it recommended that skills development be focused
exclusively on wage employment and self-employment. Thus, training is
treated throughout this review from an economic perspective, with equity
as a parallel concern. Other political and social objectives of training, such
as human rights of youth, have their valid uses, but are not a primary focus
of this review.
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LiMITATIONS Weak government capacity for monitoring and evaluation
of TVET in many African settings remains an important constraint on policy
development and reforms. Household data sets for studying the incidence
and impact of training are limited. The review has benefited from the avail-
ability of enterprise data sets covering enterprise training in manufacturing
in eight countries, from the Regional Program on Enterprise Development
(RPED). Against this background, the review has made a substantial invest-
ment in producing additional data on TVET through the thematic and coun-
try case studies.

It is not possible to generalize across a continent of such vastly different
country conditions and circumstances as exist in Sub-Saharan Africa. No
country typologies are developed in the review, apart from some treatment
of differences in anglophone and francophone training systems. Given the
data constraints faced and the diversity of country conditions present, the
findings of this review are offered with a note of caution. On the positive
side, many of the findings appear robust. Extrapolation of these findings,
however, should be limited to economies distinguished by low economic
growth, high population and labor force expansion, and large informal sec-
tors, excluding countries like Mauritius and South Africa.

ORGANIZATION OF THE REPORT The report synthesizes 14 thematic
studies and their related case studies. The structure covers the economic set-
ting for skills development with labor market developments (chapter 2),
training provision (chapters 3-6), and training finance (chapter 7). Training
provision covers state-sponsored training (chapter 3), nongovernment
training institutions (chapter 4), enterprise-based training in modern sector
employment (chapter 5), and training for the informal economy and entre-
preneurship (chapter 6) (see figure 1.5).

For each provider the emphasis is on issues, recent experiences, innova-
tions, and lessons for future policy and practice. Although the synthesis

Figure 1.5. Training Provision by Location and Ownership

Institution- Enterprise-
based based
providers providers

Public Private Modern Informal
sector sector
(chapter 3) (chapter 4) (chapter 5) chapter 6
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compiles the main findings from the underlying studies, the views
expressed are those of the authors of this review and not necessarily those of
the authors of the background thematic studies or of the World Bank. All of
the thematic studies have been made available to readers on the external
World Wide Web pages of the World Bank and its Social Protection Network
(http:/ /www.worldbank.org/labormarkets). Most will subsequently be
published by the World Bank or by partner organizations in this review.

Notes

1. TVET is used in this review to refer to formal and informal sources for skills
acquisition, excluding informal learning on the job. Skills development is used in
referring to the outcome of the learning process without reference to the source of
skills acquisition.

2. With the correct choice of technology, the cotton textile industry can grow
dramatically in African countries because it is a process-based, labor-intensive
activity with limited linkages to other manufacturing sectors. Yet the growth of this
industry can be severely constrained by the absence of 50 to 60 key technicians
(Biggs, Shah, and Srivastava 1995a, pp. 6, 202).

3. Rate-of-return analysis makes the questionable assumptions that observed
wages reflect the marginal productivity of labor and that the content of the addi-
tional years of schooling an individual undertakes is responsible for the marginal
increase in income associated with these years of schooling (Richards and Amjad
1994, pp. 3-4).

4. All dollar amounts are U.S. dollars.

5. “Education for All: Meeting Our Collective Commitments,” Text adopted by
the World Education Forum, Dakar, Senegal, April 26-28, 2000.

6. The New Partnership for Africa’s Development, Abuja, Nigeria, October
2001.

7. African Development Bank, 1999. “Education Sector Policy Paper.” Abidjan:
African Development Bank.

8. The ADB'’s statistical information does not isolate TVET or the training com-
ponents included in other sector investments such as agriculture and industry.

9. France has not outlined any cooperation strategy for vocational education
and training. Its efforts derive mainly from local contacts and are related to broader
social objectives rather than economic development targets (Atchoarena and Delluc
2001, pp. 64,169).

10. Featuring close linkages with the macroeconomic framework, the establish-
ment of sectorwide expenditure frameworks, a focus on policy and systems, the har-
monization of donor procedures, and the channeling of resources through existing
government structures and processes and use of coordinated implementation
reviews. See Johanson 2001.

11. See annotated bibliography prepared for this review at http://www.
worldbank.org/labormarkets under the link for “Vocational Education and Train-
ing,” and then for “Special Report on Africa.”

12. See http://www.vetnet.ch/wg.






Labor Market Context and Developments

Labor markets provide incentives for and guide skills development through move-
ments in wages and employment. Labor market outcomes in Sub-Saharan Africa have
been influenced by “environmental” issues ranging from disease and wars to weak
institutions and lack of information on the types of skills needed. Rapid labor force
growth, combined with modest economic expansion and creation of wage employ-
ment, has increased open unemployment. With too few jobs in the modern sector, most
entrants to the labor market have no choice but to work in the informal economy. The
growth of the informal economy poses new challenges to skills development.

Introduction

Rapid expansion of population and the labor force continues in Sub-Saha-
ran Africa, placing considerable pressure on labor markets to absorb new
entrants and provide productive employment for all. Against this back-
ground, economic reforms during the past decade have failed to produce
new wage employment, so that many have pursued self-employment in the
informal sector. This context for skills development is shaped by other labor
market issues, such as open unemployment among youth, gender inequal-
ity, child labor, “brain drain,” and HIV /AIDS.

This chapter establishes the context for skills development in Sub-Saharan
Africa and addresses the following questions:

*  What are the characteristics of labor supply and demand and the
major trends in African labor markets?

*  What are the structural dimensions of the modern and informal sec-
tors of the economy?

*  What challenges are posed by the expansion of the informal sector to
skills development?

* What barriers exist to the use of labor market analysis for guiding
skills development?

This chapter is based on Working, But Not Well: Notes on the Nature and Extent of Employment
Problems in Sub-Saharan Africa, by Fred Fluitman, International Training Center of the ILO,
2001. See also Betcherman (2001), Dabalen and others (2000), Haan (2001), and Haan and Ser-
riere (2002).

39
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Income and Poverty

Excluding South Africa, the region’s average income per capita was just
$315 in 1997. Real income in terms of purchasing power parity was one-
third less than in South Asia, making Africa the poorest region in the world
(World Bank 2000, p. 7). GNP per capita in Sub-Saharan Africa decreased by
0.9 percent from 1975 to 1990, and by 0.4 percent from 1990 to 1998." Private
consumption per capita in the region decreased by 1.2 percent per year over
the 1980-1998 period.”

Gross national product (GNP) in Sub-Saharan Africa stood at $321 bil-
lion in 1999, which represents a mere 1.1 percent of global GNP. Out of a
total population of around 650 million, some 500 million people are esti-
mated to live on less than $2 a day, including some 300 million who live
below the poverty line of $1 a day. Throughout the 1990s, both the number
and the proportion of the poor increased in the region as a whole (Fluitman
2001, p. 24). In Nigeria, which accounts for nearly one-fourth of Sub-
Saharan Africa’s poor, the number of people living in extreme poverty rose
steeply in the 1990s, reaching an estimated 66 percent of the population;
owing to massive migration from rural areas, urban poverty has grown
faster and now matches rural poverty.®

An array of “environmental” issues constrains the functioning of African
labor markets. Major health issues predominate, such as the high preva-
lence of HIV/AIDS and the fact that nearly 2 million people die of malaria
in the region each year.

HIV/AIDS

According to the United Nations AIDS Prevention Agency (UNAIDS), an
estimated 3.8 million adults and children in Sub-Saharan Africa became
infected with HIV during 2000, bringing the total living with HIV/AIDS to
25.3 million. Over the same period, millions of Africans infected earlier
began experiencing ill health, and 2.4 million people at a more advanced
stage of infection died of HIV-related illnesses. HIV/AIDS differs from
other terminal diseases in that it affects people mainly in their productive
years. Most of the deceased were people of prime working age on whom
others depended for income and care. In the eight African countries in
which at least 15 percent of today’s adults are infected, conservative analy-
ses show that AIDS will claim the lives of one-third of today’s 15-year-olds.

The size of the labor force in high-prevalence countries will be between
10 and 30 percent smaller by 2020 than it would have been without
HIV/AIDS. The number of employees lost to AIDS over the next 10 years
could be the equivalent of 40 to 50 percent of the current work force in some
South African companies (Atchoarena and Delluc 2001, p. 274). For coun-
tries with HIV/AIDS prevalence levels above 20 percent, gross domestic
product (GDP) is estimated to be 2.6 percentage points less per year
(Forsythe 2002, p. 35). The modeling of the impact of HIV /AIDS in Mozam-
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bique indicates that the economy will be 14-20 percent smaller in 2010
because of reductions in productivity growth, population growth, and
physical and human capital accumulation (Arndt 2003).

Successful business operations require a steady supply of adequately
trained workers. The spread of HIV/AIDS can prevent businesses and
countries from meeting their labor needs, particularly for trained or experi-
enced workers (Forsythe 2002, pp. 31, 35). Unfortunately, empirically well-
grounded studies of the impact of AIDS on rates of productivity growth and
labor force turnover are relatively rare and “patchy” (Bloom, Mahal, and
River Path Associates 2002, p. 13; Simon and others 2000, p. 2). The litera-
ture does suggest the following main points about the skills implications of
HIV/AIDS.

AIDS depletes scarce human capital and magnifies the need to replace
skills lost across a wide range of occupations (World Bank 2000, p. 42). Some
studies have found that HIV infections can be disproportionately concen-
trated among the more skilled and qualified workers at certain stages in the
epidemic (Bloom 2002, p. 6; Simon and others 2000, p. 2; Aventin and Huard
2000, p. 163). These tend to be the hardest categories to replace (Biggs, Shah,
and Srivastava 1995a). Work force turnover does not affect all businesses
equally, but hits especially hard in firms with highly skilled work forces
(Bloom 2002, p. 4). Reductions in the skills of labor force entrants have
potentially serious, but unquantified consequences for business competi-
tiveness (Bloom 2002, p. 10).

HIV/AIDS affects business profitability by increasing production costs
and reducing output. (See Aventin and Huard 2000, p. 171, for a classifica-
tion of direct and indirect costs.) One study divided the economic impact of
work force HIV/AIDS into three categories: (i) the direct costs of pre-
employment training, of in-service and on-the-job training, and of the
salaries paid while new employees become productive; (ii) the indirect costs
of reduced worker performance due to HIV/AIDS sickness on the job; and
(iii) the systemic costs, including the reduction in the average level of skill,
performance, institutional memory, and experience of the work force
(Simon and others 2000). To this should be added the potential cost
increases implicit in the wage inflation that results from skill shortages. The
main costs relate to workdays lost from HIV and AIDS absenteeism. How-
ever, the costs of recruiting and training new staff can also be substantial
(Forsythe 2002, p. 32). A study of firms in Botswana and Kenya early in the
epidemic found that recruitment and training accounted for 16 percent of
the increased labor costs due to HIV/AIDS (Bloom 2002, p. 45).

This early study may have understated the increase in labor costs. The
Africa Competitiveness Report of 1999 showed that business leaders in sev-
eral countries expected moderate to substantial increases in training costs
because of the epidemic (table 2.1).

Apart from direct costs of recruitment and skills training, the loss of
skilled workers affects informal on-the-job training and therefore the overall
stock of knowledge and skills within firms. Socialization and learning
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Table 2.1. African Firms That Ranked the AIDS Epidemic as Having a
Moderate or Major Impact on the Costs of Running Their Businesses
(percent)

Reduction in skill level

Country of the work force Increase in training costs
Botswana 45.8 52.5
Burkina Faso 70.0 22.2
Gabon 50.0 25.0
Ghana 14.3 12.9
Kenya 35.2 31.2
Lesotho 50.0 53.3
Malawi 78.0 68.8
Mozambique 45.5 63.6
Namibia 36.7 35.5
South Africa 28.2 34.0
Swaziland 65.4 53.8
Tanzania 28.6 25.6
Uganda 40.0 32.5
Zambia 66.2 56.3
Zimbabwe 50.8 49.6

Source: African Competitiveness Report, as presented in Bloom and others 2000, p. 30.

within a firm play an important role in the maintenance and renewal of rou-
tines and skills. HIV/AIDS weakens the ability of firms to reconstitute and
renew themselves, an indirect cost that is difficult to quantify. (Aventin and
Huard 2000, pp. 183, 185).

A firm in Zambia described the attrition of key staff to AIDS as a “big
problem” in terms of the loss of key skills, the reduced return on investment
in skills development, and the added challenge of maintaining competitive
levels of consistency and quality (Grierson 2002). As one Kenyan manager
stated, “If you lose someone you have trained for twenty years, that is a
great loss. Condoms and AIDS education cost peanuts” (Bloom 2002, p. 7).
The direct impact on family productivity can be even more devastating with
the loss of skilled, self-employed breadwinners. The death of a breadwinner
cut maize production on a typical small farm in Zimbabwe by more than 60
percent (Fluitman 2001, pp. 30, 34). Entrepreneurs typically manage micro
and small enterprises on their own with family members having little
knowledge of the business. Loss of the owner-manager means the business
closes or is taken over by an inexperienced family member, with associated
lost productivity (ILO 1999).

The full effect of HIV/AIDS has not yet been felt in high-prevalence
countries owing to the long lag between the acquisition of the virus and the
onset of AIDS, but it is clear that productivity growth is bound to suffer.
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Among other things, the pandemic will inevitably result in a much younger,
less experienced labor force, with significantly less opportunity for mentoring
or training on the job and reduced incentives for investment in training due to
curtailed life horizons. The supply of skills training (as of other government
services) is also likely to be disrupted. AIDS may have an impact on the qual-
ity or output of training institutions through instructor mortality. Higher
labor force attrition rates will strain already overburdened and inefficient sys-
tems of skills training. Finally, HIV/AIDS not only reduces current levels of
skills but also potentially depresses future investments in skills development.
The mortality of skilled employees reduces company returns on training
investments and discourages additional spending on training (Simon and
others 2000, p. 4). The burden of dealing with HIV/AIDS is also likely to
depress family investments in education and training (DANIDA 2002, p. 88).

Migration

There are long-standing traditions of labor movement across borders such
as between the Sahel and the coast, along the Lagos—Abidjan corridor, and
from Southern to South Africa. In addition, large numbers of people in Sub-
Saharan Africa are being forced to flee their homes and countries as a result
of war and conflict. The U.N. High Commission for Refugees (UNHCR)
estimated that more than 5 million people were affected at the end of 2000,
including 3.4 million refugees, 1.1 million internally displaced persons, and
0.5 million returnees (Fluitman 2001, p. 30). Tanzania alone hosts some
700,000 refugees. These numbers are bound to affect the functioning of both
source and destination labor markets. Moreover, institutions are weak, and
a wide range of structural factors and inequities, including laws, cultural
norms, and access to land, credit, productive inputs, information, and
health care, prevents African women from participating more productively
in their country’s labor markets, (Fluitman 2001, p. 1).

“Brain Drain”

Another aspect of migration also warrants mention: the flow of skilled and
educated workers from the poorer to more advanced countries, or “brain
drain.” Income disparities and a demographic slowdown in industrialized
countries fuel most of the migration. Brain drain occurs not only between
continents, generally from south to north, but also within the region. South
Africa, for example, is able to attract large numbers of the best educated and
skilled workers from its neighbors. Some advanced countries actively
recruit teachers, nurses, or skilled workers in developing countries. Migra-
tion of educated and skilled populations, either intra- or inter-regionally,
can drain resources from poorer countries (DANIDA 2002, p. 83). Not only
do the poorer countries lose their investments in the education and skills of
those who emigrate, but they are also deprived of the emigrants” contribu-
tions to economic productivity. To an extent, these costs may be offset by
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repatriation of incomes earned while abroad, but such payments tend to
decline over time. In some instances, return migration may offset the early
losses and bring new skills back to a country.

Labor Supply

Even with recent evidence showing a demographic transition to lower fer-
tility rates in a small group of middle-income countries in Sub-Saharan
Africa (World Bank 2000, p. 16), the region as a whole still has some of the
highest population growth rates in the world. The overall rate was 3 percent
in 1990 and has declined to an estimated 2.4 percent per year only since 1999
(Dabalen and others 2000, p. 4). The population in Sub-Saharan Africa is
expected to increase by 200 million from 653 million in 2000 to 854 million
by 2010 (Fluitman 2001, p. 5).

Rapid population growth foreshadows increases in the size and growth of
the labor force. Between 1990 and 1999 the labor force in Sub-Saharan Africa
is estimated to have grown by 60 million workers, an average of 2.7 percent
per year (Dabalen and others 2000, p. 4). The ILO estimated the total labor
force of the region at 275 million in 1997 and 300 million in 2001, and pro-
jected it would reach 400 million by 2011. The magnitude of Africa’s employ-
ment challenge is stark. On average, every year about 10 million additional
people will seek work and income in one of Africa’s multiple labor markets.
Even if the Sub-Saharan labor force increases at a slower pace, for example,
2.2 percent, the region will have to cope with more than 7 million additional
job seekers each year (Fluitman 2001, pp. 5-6). Hundreds of thousands of
young people enter the labor market every year, mostly from school systems.
They include about 500,000 in Kenya, 700,000 in Tanzania, and 200,000 to
300,000 secondary school-leavers in Zimbabwe (Haan 2001, pp. 51, 92, 147).

Labor force participation rates are comparatively high in Sub-Saharan
Africa. The rates for women are lower than for men, as shown in table 2.2;
however, labor force definitions underestimate the numbers of women
working and their contribution to the gross national product. A detailed
household survey on time use in Benin indicated that, if domestic chores are
taken into account, women work 43 percent more hours per day than men
do (see table 2.3).

The quality of the growing labor force largely reflects past investments in
human capital, especially in education and training. The region’s stock of
human capital is exceedingly low by world standards. Progress has been
achieved in lifting literacy rates in most African countries, but overall levels
are still low, especially for women (see table 2.4).

Enrollment ratios in primary and secondary education are an indicator
of the future quality of human capital. Even with improvements in the late
1990s, Africa is the only region where primary enrollment rates in 1995 fell
below those in 1980 (World Bank 2000, pp. 105-06) Female enrollments were
only about 45 percent of the total at the primary and secondary levels, and
just 35 percent at higher education levels (see table 2.5).



Table 2.2. Labor Force Participation Rates, by Gender, 1980 and 1997 (percent)

Labor force Labor force participation rates
Total Annual
(thousand)  growth Total Men Women

Country 1997 1980-97 1980 1997 1980 1997 1980 1997
Angola 5,298 2.5 494 458 533 497 457 419
Burkina Faso 5,541 2.3 546 500 577 535 516 465
Cameroon 5,650 2.7 418 405 536 508 304 304
Congo,

Dem. Rep. of 20,074 3.1 445 418 504 477 388  36.0
Cote d'Ivoire 5,675 3.3 400 397 531 522 264 267
Ethiopia 26,053 2.8 449 433 524 510 375 356
Ghana 8,632 3.1 474 471 46.8 468 479 473
Kenya 14,376 3.6 47.1 506 508 545 433 467
Madagascar 7,423 3.1 48.7 469 540 519 436 418
Mali 5,616 2.8 51.5 489 562 533 470 446
Mozambique 9,484 2.1 55.3 51.9 57.3 54.3 53.3 49.7
Nigeria 46,791 2.7 415 395 536 509 297 284
South Africa 17,035 2.6 375 393 489 494 262 294
Sudan 10,945 2.8 366 392 534 557 197 227
Tanzania 16,170 32 512 513 522 526 502 501
Uganda 10,309 2.5 51.7 49.6 543 522 491 47.0
Zimbabwe 5,383 3.1 449 461 504 516 395 406

Notes: Countries were selected for having a total labor force of more than 5 million each in
1997. The labor force, or economically active population, is defined as all persons of either gender
who furnished the supply of labor for the production of goods and services during a specified
time period. The labor force participation rate is defined here as the ratio of the economically
active population aged 10 years and older, by the population of all ages.

Source: ILO estimates and projections, included in ILO, World Employment Report 1998-99, as
presented in Fluitman 2001, p. 6.

Table 2.3. Benin: Time Use, by Women and Men

Women Men
Description of activity Urban Rural Urban Rural
Marketed economic activities 13.9 10.5 15.3 11.9
Nonmarketed economic activities 24 10.6 1.1 7.8
Domestic activity 13.5 13.6 43 4.5
Total work 29.8 34.7 20.7 24.2
Total work and nonwork 100.0 100.0 100.0 100.0

Note: Data are for average time use, by women and men, aged 6 to 65, in urban and rural
areas, 1998, as a percentage of a 24-hour day (1 percentage point equals 15 minutes).

Source: United Nations Development Programme, Rapport sur le développement humain au
Benin 1998, PNUD, Cotonou 1998, as presented in Fluitman 2001, p. 15.
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Table 2.4. Adult Literacy Rates, Selected African Countries, 1985 and
1995 (percent)

1985 1995
Country Total Total Men Women
Botswana 63 73 70 75
Burkina Faso 13 20 29 11
Cameroon 55 70 77 62
Cote d’Ivoire 28 40 49 30
Ethiopia 27 36 36 25
Ghana 51 65 75 55
Kenya 64 77 85 69
Mozambique 29 39 55 23
Nigeria 41 56 66 47
South Africa 79 83 84 82
Sudan 35 46 58 35
Tanzania 56 68 79 57
Uganda 51 61 73 50

Note: Rates are percentages of the population, 15 years of age and older.
Source: Based on Association for the Development of Education in Africa:
http:/ /www.adeanet.org/spessa99, as quoted in Fluitman 2001, p. 9.

Table 2.5. Gross Enrollment Rates in Africa, 1960-79 (percent)

Level 1960 1970 1980 1990 1997
Primary total 43.2 52.5 79.5 74.8 76.8
Primary female 32.0 42.8 70.2 67.6 69.4
Primary male 54.4 62.3 88.7 81.9 84.1
Primary female as a share of total 37.0 41.0 44.0 45.0 45.0
Secondary total 3.1 7.1 17.5 22.4 26.2
Secondary female 2.0 4.6 12.8 19.2 23.3
Secondary male 4.2 9.6 222 25.5 29.1
Secondary female as a share of total ~ 32.0 33.0 36.0 43.0 44.0
Tertiary total 0.2 0.8 1.7 3.0 3.9
Tertiary female 0.1 0.3 0.7 1.9 2.8
Tertiary male 0.4 1.3 2.7 4.1 5.1
Tertiary female as a share of total 20.0 20.0 22.0 32.0 35.0

Source: UNESCO, Statistical Yearbook, 1978-97 and 1998, as presented in World Bank 2000,
p- 106.

Another measure of human capital is the educational attainment of the
population. Levels of primary school completion are exceedingly low in
many countries: just 9 percent in Mauritania, 12 percent in Ethiopia, and 22
percent in Madagascar (the sum of the last three columns in table 2.6).
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Table 2.6. Education Levels of Household Heads, Selected African Countries,
1993-97 (percent)

Secondary
Primary Primary Secondary  completed/
No not completed, not higher

Country Year  education completed no secondary completed  education
Cote d’'Ivoire 1995 60 5 14 11 10
Ethiopia 1995 75 14 2 6 4
Ghana 1997 41 6 3 36 13
Madagascar 1993 29 49 4 15 3
Mauritania 1995 85 6 2 2 5
Zambia 1996 18 28 19 20 14

Source: Based on data from http:/ /www4.worldbank.org/afr/poverty /measuring /indicators/, as
presented in Fluitman 2001, p. 10.

Labor Demand

The question is where do new entrants to the labor market go? The lucky few
find wage employment in the formal sector. Others become openly unem-
ployed. However, the vast majority becomes part of the informal economy
through self-employment. These three destinations are examined further below.

Aggregate labor demand bears no relationship to what is a structural
oversupply of labor in many countries. In other words, there are by far too
few wage jobs for all of the currently un- or under-employed or new
entrants to the labor market (Fluitman 2001, p. 13).

No reliable data are available, but figure 2.1 offers a rough estimate of the
main segments of Sub-Saharan Africa labor markets (excluding South
Africa and Mauritius). Roughly two-thirds of all people employed are
employed in agriculture, mostly in nonwage subsistence agriculture. About
one-third of the labor force is situated in urban areas, of which about 60 per-
cent are self-employed in the informal sector, 20 percent are in wage
employment in the formal sector, and another 20 percent are unemployed.

Employment in the agricultural sector dominates African labor markets.
Except for South Africa and Nigeria, agriculture occupies two-thirds to three-
quarters of the labor force. In contrast, the industrial sector exceeds 10 percent
of employment in only a handful of countries (Ghana and South Africa in fig-
ure 2.2, plus [not shown] Botswana, Cote d'Ivoire, and Mauritius).

The share varies, but wage employment in the formal sector rarely exceeds
20 percent (Fluitman 2001, p. 18). In Uganda, the formal sector is said to absorb
only 10 percent of new labor market entrants (Haan 2001, p. 96). In Zimbabwe,
the formal sector absorbs only 10 percent of the 200,000 to 300,000 secondary
school-leavers (Haan 2001, p. 147). In 1997, in Cote d’'Ivoire, only 5 percent of
the labor force was wage-employed in the formal sector, and 43 percent of
these workers were employed by the public sector (Fluitman 2001, p. 19).
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Figure 2.1. Sub-Saharan Africa: Estimated Proportions of Formal and
Informal Sector Employment
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The formal economy has been stagnating in most countries in Sub-Saharan
Africa. Zimbabwe had a net addition of about 100,000 wage-employed
workers during the entire decade of the 1990s, less than the number of
annual new entrants to the labor force. Zambia took 20 years to generate
100,000 formal sector jobs. Wage-employment levels in Ghana in the 1990s
fell well below those achieved a decade earlier. Similar contractions
occurred in Cote d’Ivoire and Tanzania (Dabalen and others 2000, p. 6).

Private sector growth has been modest. Employment creation in the pri-
vate sector was either miniscule (except for Botswana and Mauritius) or
negative in the 1990s. The growth of the public sector, which expanded
rapidly in many countries in the 1980s,* slowed or contracted with eco-
nomic reforms in the 1990s. In Benin the number of civil servants dropped
from almost 40,000 in 1990 to fewer than 30,000 in 1999 (see table 2.7; Fluit-
man 2001, p. 20) In short, overall formal sector growth, from either private
or public sources, has been minimal.

The formal sector currently does not generate enough jobs to absorb all
labor market entrants. If the formal sector of a given country employed 20
percent of the labor force, then wage employment would have to grow at
12.5 percent per year to absorb the 2.5 percent annual increase in the labor
force (Dabalen and others 2000, p. 4). Allowing for growth in productivity,
formal sector wage employment would need to grow even faster. This
exceeds the realm of feasibility.



Figure 2.2. Labor Force Structure, by Major Economic Sector, Selected
African Countries, 1997
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Source: ILO, 1998, World Employment Report 1998-99, table 3, ILO, Geneva, as presented in
Fluitman 2001, p. 16.

Table 2.7. Public Sector Wage-Employment, Selected African Countries,
1993-99

Year  Benin  Coted’Ivoire  Gabon  Mauritania ~ Senegal Togo

1993 34,966 123,900 44,794 — — 34,130
1994 34,449 120,700 45,694 18,471 66,733 34,736
1995 32,241 118,700 47,247 19,288 67,168 34,467
1996 32,283 116,200 47,386 20,093 67,130 33,855
1997 32,019 117,400 49,476 20,819 65,949 32,931
1998 30,619 110,100 53,620 22,425 66,341 29,753
1999 28,000* 113,200 52,886 22,950 66,518 32,093

— Not available.

a. From the U.N. Development Programme’s Report on Human Development in Benin, 2000, as
quoted in Fluitman 2001, p. 20.
Source: http:/ /www.afristat.org
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Increased open unemployment has been one of the consequences of
rapid labor force expansion and minimal economic growth. Officially,
unemployment tends to be low, at 8.1 percent in Ethiopia, 3.9 percent in
Ghana, 8 percent in Cameroon, and 3.2 percent in Madagascar (Fluitman
2001, pp. 22-23). Official rates may be understated because people who are
discouraged from actively seeking employment are not included. However,
as the formal sector stagnates, workers who are not self-employed are
increasingly becoming openly unemployed. South Africa, where 27 percent
of the black labor force is unemployed, is a well-known example but no
longer a special case. A labor force survey in eight major cities in Nigeria put
unemployment at 17 percent. Comparable rates have been observed in
Swaziland (Dabalen and others 2000, p. 13).

Open unemployment is particularly severe among young workers.
Those between the ages of 15 and 24 are disproportionately represented,
making up an estimated 40 percent of all the unemployed. In addition, the
unemployed tend to be relatively better educated, including people edu-
cated at the secondary level. The openly unemployed tend to be concen-
trated in urban areas. In Zambia, the rate in urban areas is three times that in
rural areas. The duration of unemployment is also increasing, compound-
ing the already high social costs of unemployment by further eroding fam-
ily savings and resources (Dabalen and others 2000, p. 14).

Unemployment rates were highest for youths, especially those with
some (primary or secondary) education and those living in urban areas. In
Zambia, Uganda, Malawi, Kenya, and Ghana, unemployment rates for the
age group 15-24 in the mid-1990s were at least two times higher than the
rates for those 40 years and older. This pattern can also be observed in
industrial countries. Unemployment rates among primary school-leavers
for the same countries exceeded 40 percent, and rates for secondary gradu-
ates ranged from 13 percent to 38 percent. Unemployment rates were twice
as high in urban areas as in rural areas of Kenya and over three times as
high in Zambia (Dabalen and others 2000, p. 15).

High rates of youth unemployment have led several African govern-
ments to attempt active labor market programs to ease the transition of
youth, especially educated youth, into employment. Examples include
national youth services or brigades. The success rates of such youth
employment programs have not been promising. At least at the national
level, such programs have not succeeded in reducing rates of unemploy-
ment (Fluitman 2001, pp. 28-29).

The failure of the formal sector to generate enough wage employment to
absorb all labor market entrants has drawn attention to the need for labor
market reforms. As a consequence, structural adjustment programs have
given considerable attention in the past decade to the review and reform of
labor codes that create costly barriers to labor mobility and impede wage
flexibility, especially in francophone countries. Although such reforms may
be important, little evidence has emerged to suggest that reduced labor reg-
ulation is a spur to employment growth and demand for skills. Attention has
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shifted to getting the macroeconomic policies right, promoting good gover-
nance, and supporting the rule of law in order to spur private investment.

The Informal Sector

The rapid growth of the informal sector is a major consequence of rapid
labor force expansion coupled with minimal growth in wage employment.
Growth in the informal sector is probably a permanent feature for the fore-
seeable future. It is not just a transitory phase, as governments have con-
ceived of and treated it. Instead, micro and small enterprises will remain the
backbone of many developing economies (Haan 2001, p. 167).

The informal sector is heterogeneous and is viewed as consisting of three
segments:

1. Subsistence types of self-employment characterized by part-time
(seasonal) operations, traditional technologies, local materials, and
local markets, a particularly important source of income for poor
rural women.

2. Micro enterprises of up to 10 workers, mostly family members or
apprentices using a mix of technologies, serving rural markets, and
often operating in rural centers.

3. Small-scale enterprises with 10 to 50 workers, using some modern
technologies, semiformalized, and with some growth potential.

Each of these segments has its own set of constraints and requires a particu-
lar support strategy (Haan 2001, p. 169).

Size and Structure

The informal economy is already responsible for most rural nonfarm and
urban employment (figure 2.3). According to a 1997 nationwide household
survey, 87 percent of people employed in Ghana worked in the informal
sector—92 percent in rural areas and 77 percent in urban areas. Official esti-
mates for Cameroon are that 4.2 million people were working in 1996, 15
percent of them in the formal sector and 85 percent in the informal sector.
On average, in Benin the informal sector accounts for 78 percent of nonfarm
employment and more than 92 percent of all employment (Haan and Ser-
riere 2002, pp. 17-24, 133). Almost equal numbers of women and men were
employed, but more women than men worked in the informal sector; for-
mal sector employment is largely a male domain (Fluitman 2001, p. 16). The
informal sector seems to be particularly important for people migrating
from rural to urban areas (Haan and Serriere 2002, p. 134).

Employment in the informal sector has risen sharply since the early
1970s. The informal sector in Benin grew at 10 percent per year between
1979 and 1992 (Haan and Serriere 2002, p. 133). In Uganda informal sector
employment was estimated to be growing 20 percent per year. In Kenya
micro and small enterprises accounted for 10 percent of employment in
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Figure 2.3. Informal Sector Employment as a Share of Nonagricultural
Employment, Selected African Countries (1990s)
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1972 but 54 percent in 1994. At the same time, public sector employment
declined from 36 to 21 percent, and modern private sector employment
from 54 to 24 percent (Haan 2001, pp. 42, 96).

The informal sector is dominated by small trading activities, which
account for 35 to 88 percent of informal sector enterprises. Services, includ-
ing transport, account for 6 to 26 percent of informal sector enterprises and
manufacturing from 6 to 42 percent in countries reviewed (Haan 2001, Haan
and Serriere 2002).

In West Africa the best known segment of nonfarm employment is I'arti-
sanat, or traditional craft activities. Commonly l’artisanat is equated with
traditional small-scale manufacturing activities, such as blacksmithing,
weaving, and wood carving. More modern activities such as welding, met-
alworking, and furniture making are also included. Small trading and per-
sonal services are not considered part of l’artisanat. Thus, the “artisan
sector” generally represents the “higher end” of the informal sector (Haan
and Serriere 2002, pp. 17, 131). (Figure 2.4 shows the proportions for
selected francophone countries.)

The informal sector is geared to final consumption. Small-scale trading is
mostly for wholesale goods; services consist of repair and personal services
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Figure 2.4. Structure of the Urban Informal Sector, Selected
Francophone Countries, 1980s/1990s
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for consumers. Production of goods for final consumption (garments,
leather products, furniture, foodstuffs) is by far the most important activity
in manufacturing (Haan and Serriere 2002, pp. 18, 134).

Women constitute an important part of informal sector employees.
Given limited opportunities, self-employment in micro businesses has
become the most common form of women's labor force participation next to
employment on the farm. In many African towns and cities, women repre-
sent a large if not the major share of the self-employed in the informal econ-
omy, including work in retail trading, tailoring, handicraft production, food
processing, and hairdressing (Fluitman 2001, p. 26).

Dynamics and Complexities

The informal sector is neither static nor hermetically separated from mod-
ern wage employment. Many people straddle the line, complementing
income from wage jobs with secondary sources of income generated in the
informal sector (Afenyadu and others, 1999). Or, they move from one sec-
tor to the other. One beneficial consequence of company downsizing due to
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liberalization and economic reforms has been the transfer of skills between
the formal and informal sectors as workers change sectors.

“Push” rather than “pull” factors have been responsible for the growth
of the informal sector (Haan 2001, p. 168). The informal sector has been con-
sidered the employer of last resort for people who could not find wage
employment. This implies that individuals with low or no education are the
first to enter the informal sector, and studies have confirmed this trend
(Dabalen and others 2000, p. 11).

The informal sector is dynamic, with considerable “churning,” a complex
and uneven process of simultaneous expansion and contraction of different
segments of the sector. When the economy is growing, the high end of the
informal sector in manufacturing and maintenance services thrives, while at
the low end, income-generating activities shrink as the persons employed in
those activities move to more rewarding activities. When the economy stag-
nates, few micro and small enterprises expand, and most lay off workers.
Income-generating activities then grow rapidly (Haan 2001, p. 169).

The character of the informal sector also changes as it expands. New
activities are included; for instance, informal cybercafés. These activities are
started by what some observers call a “new generation” of entrepreneurs in
the informal sector. These entrepreneurs are younger and, on average, better
educated. Reportedly, they do not view the informal sector as an employer
of last resort, but instead have come to appreciate the opportunities offered
by self-employment. These new entrepreneurs in the informal sector are
more open to upgrading not only their own skills but also those of their
workers (Haan and Serriere 2002, pp.17, 135).

The rate of failure among informal sector enterprises is high (13 percent
a year, according to African surveys, but this is probably an underestimate
[Haan 2001, p. 34]). Half of these businesses close for economic reasons and
one-fourth for personal reasons. More than half the closures take place in
the first three years of operation. In Kenya, entrepreneurs of 60 percent of
micro and small enterprises that ceased operation subsequently opened
another business (Haan 2001, p. 34). These patterns are not unusual when
compared with those in other regions.

Education is an important building block for new entrepreneurs in the
informal sector. Educated informal sector entrepreneurs in West Africa are
likely to need less time to enter into self-employment. A typical sequence in
becoming an entrepreneur is to acquire a basic education, then develop
skills through a variety of means (formal training, informal training, on-the-
job training), then obtain wage employment, and finally enter into self-
employment (Haan 2001, p. 23) (see box 2.1).

Problems and Constraints

In view of the extraordinarily large numbers of persons turning to the informal
sector almost everywhere in Sub-Saharan Africa, the informal sector could
reach the limits of its absorptive capacity. Already saturation is evident in a
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Box 2.1. Cameroon: Pathways to Entrepreneurship in the Informal
Sector

A recent survey of skills and work in the informal sector of Yaoundé, the capi-
tal of Cameroon, illustrates how operators of various micro enterprises have
reached their current positions along different pathways, including—
usually—periods at school, in training centers, as apprentices, and otherwise
as learners on the job. The 682 entrepreneurs in the sample, involved in 1 of 12
selected economic activities other than commerce, had spent an average of 11
years in school. Half of them had obtained a diploma higher than primary
school, and 6 percent had a university diploma. Leatherworkers were the least
educated, with an average of 8 years of schooling, and 22 percent of them did
not complete primary school. Entrepreneurs involved in informal secretarial
services and cybercafés were the most educated, with an average of 17 years of
schooling and 30 percent who held a university diploma. The better educated
entrepreneurs were a few years younger than the less educated, much more
likely to have grown up in a family of wage employees, and more likely, in
addition to their general or vocational education, to have had a period of voca-
tional training. Indeed, almost one out of two entrepreneurs had, at some
stage, been enrolled in some form of pre-employment vocational training. The
duration of such training varied by activity but may also have been a function
of cost: 72 percent of those trained had paid for it, and 58 percent were trained
in a private for-profit institution. In addition to whatever education and train-
ing they might have had, two-thirds of the sample entrepreneurs had also
been apprentices, usually for two to three years. To complete the picture, half
of the respondents had one or more apprentices; another 20 percent had had
apprentices in the past. Only in the case of restaurants did apprentices appear
to be the exception rather than the rule. Apprentices were almost invariably
part of the work force in garages and in dressmakers” workshops. Nine out of
10 such entrepreneurs had apprentices.

Source: Fluitman 2001, p. 13.

limited number of economic sectors, especially trade and personal services.
Most of the newly created “jobs” have been at the low end of the informal sec-
tor, where the returns on labor are minimal, there is no capital accumulation
for reinvestment, and the closure rate is high. Trade, retailing, and personal
services are typical examples of such activities (Haan 2001, p. 169). In short,
ever larger numbers of people are getting a smaller share of national income.
Even in countries like Zimbabwe and Ghana, where the informal sector
is viewed as relatively developed with a high proportion of manufacturing
and linkages with medium and large companies, the sector appears to have
succumbed to being largely a mere “re-distributor of poverty” through
street vending and other retailing activities. Trade ventures now constitute
45 percent of informal sector employment in Zimbabwe and 70 percent in
Zambia (Haan 2001, p. 168). In Kenya, the enormous influx of entrants
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Box 2.2. Constraints on Informal Sector Enterprises

®  Lack of capital: Past informal sector surveys invariably found a lack
of capital (formulated in whatever way) to be the most serious
problem facing micro and small enterprises, but entrepreneurs
tend to overrate the beneficial effects of capital and underestimate
the risks of taking loans larger than their capacity to repay.

*  Poor management and technical skills: Informal entrepreneurs in gen-
eral are reluctant to prioritize poor skills as a major problem for
their business.

* Inadequate technology: This is usually stated as an access issue, but
some firms could have access to improved technology available in
the market if they had higher literacy and technical skills and
stronger business planning and investment skills.

* Disadvantageous market structures: Micro and small enterprises
experience this problem as too much competition in low-income
markets, low demand for their products and services, lack of
access to physical markets where larger and higher-income
groups shop, difficulty in procuring inputs, low prices provided
by traders, etc.; as a result, informal sector firms suffer from dis-
economies of scale. Market structures are primarily issues of
access, but forces external to the firm often play a key limiting role.

* Inadequate infrastructure: Low access to services such as work sites,
water and electricity, roads and communications, result from inad-
equate government investments.

*  Government policies, regulation, or harassment: Government is one of
the most significant external forces that affect the performance of
informal sector business.

Source: Haan 2002, sec. 2.5.

(500,000 a year) is threatening the informal sector’s absorption capacity.
Many of the markets for micro and small enterprise goods are saturated,
and the potential for gainful insertion of additional job seekers in the more
traditional micro and small enterprise trades has become limited (Haan
2001, p. 51). The main constraints impinging on the informal sector are sum-
marized in box 2.2.

The opening of the economy for the importation of industrial goods,
even at much higher prices than before, means that competition for many
micro and small enterprise products has significantly increased. At the same
time, purchasing power has declined, especially among the lower and mid-
dle classes who are important customers for informal sector goods and ser-
vices (Haan 2001, p. 11).
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Policies

The climate for informal sector operators has improved in the past 15 years,
but government continues to give little attention to effective policies sup-
porting micro and small enterprises. Countries have formulated elements of
informal sector policies, but nowhere does there exist a clear and coherent
framework for development of the informal sector. Even in Kenya, where
informal sector policies have been on the books since 1986, the encourage-
ment of micro and small enterprises is watered down by a lack of imple-
mentation capacity (Haan 2001, p. 172). In Tanzania, no specific policy exists
to promote the informal sector, even though it is by far the largest
“employer” in the country. In francophone West and Central Africa, early
approaches favored the creation of government-inspired organizations such
as the Chambres de Métiers to provide for one segment of the informal sec-
tor, 'artisanat. However, legal and administrative aspects were emphasized
at the expense of grass-roots participation’ and the organizations became
bureaucratic and inefficient. Entrepreneurs were largely bypassed (Haan
and Serriere 2002, p. 135).

Strategies

To ensure that the informal sector can continue to absorb new entrants, the
sector will need to expand—particularly at the high end, in productive
activities such as manufacturing and repair services. More than benign
neglect is needed for this expansion to happen. The following actions can
help strengthen growth of productive employment in the informal sector:

e Remedying the serious infrastructural problems of the informal sec-
tor by allocating workshop plots, improving electricity supplies, and
constructing feeder roads and transport

e Addressing the effects of macroeconomic policies for trade on the
informal sector

* Ensuring education, training, and technology policies suitable for
micro and small enterprises, such as simplifying licensing and tax
procedures, disseminating relevant information to micro and small
enterprises, and supporting microcredit efforts (Haan 2001, p. 172).

Labor Market Information

Figure 2.5 shows the key role played by labor market analysis and follow-
up at the micro level in the training process. Training ideally starts with
analysis of labor market demands and ends with follow-up information
about the use of skills in employment, for example, through tracer studies.
Labor market information is also important at the macro level. LMIS col-
lect, collate, process, and analyze the data, and disseminate the results
(labor market signals or indicators), to help guide allocations of resources to
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Figure 2.5. Steps in the Training Process

LABOR MARKET,
JOB ANALYSIS

INPUTS PROCESS OUTPUTS
Program content, time on task, Knowledge,
standards, instructors, training methods, competencies,
equipment, materials, assessment attitudes
facilities, management, and feedback
trainee characteristics

LABOR MARKET
FOLLOW-UP

Source: Authors.

the provision of skills. LMIS are not so much intended to generate new sur-
veys as to collect, analyze, and collate information already available from
other sources such as establishment and household surveys, tracer studies,
and wage surveys (Middleton, Ziderman, and Adams 1993, p. 152).

The Bank’s Policy Study recommended increased attention to the devel-
opment of information about labor markets through feedback from employ-
ers and labor market analysis (chapter 1). Labor market “observatories”
became instruments of choice in virtually all World Bank projects. In the
1990s, 22 of 24 vocational education and training projects included labor
market observatories to guide client choice within training systems.

Results have been disappointing, for the most part. Several examples
illustrate the difficulties encountered. An observatory was established in
Madagascar, but it failed to build linkages with employers. The observatory
established in Djibouti was weak in statistical analysis and did not use the
technical assistance provided. A labor market information system in Togo
was delayed because of coordination and institutional difficulties. In Cote
d’Ivoire, the problems were weak top management and attrition of qualified
staff until some financial incentives were put in place. In Ghana, a labor
market survey was conducted, but the files became infected with a com-
puter virus and the data were not analyzed. Mauritius seems to be an excep-
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tion among completed World Bank projects, with a well-developed and
functioning LMIS. Most World Bank-financed projects on labor market
information and observatories ran into difficulties in implementation. With
the possible exception of Mauritius, no cases of good practice exist.

What accounts for this weak performance? The difficulty of establishing
effective labor market observatories is easy to underestimate. They are
much harder to establish and operate than is apparent at first glance, for
several reasons. First, a labor market observatory can be many things and
take different forms. It is important to be explicit about its mission and pur-
pose. Similar clarity is required about its role. Second, the existence of a
labor market observatory presupposes that information is available from
which labor market trends can be discerned. Often such information is
unavailable or limited; or, there is little or no demand for the information, or
ability to use it. Third, a labor market observatory relies on networking to
get information. Traditional organizations find it difficult to work across
organizational boundaries. The labor market observatory typically counts
on others to produce and share useful information. This requires coopera-
tion across organizational lines.

To be effective, a labor market observatory must have the capacity to gen-
erate high-quality research, which, in turn, requires retaining high-quality
researchers either in house or under contract. High quality tends to be
expensive. Capable research staff will be attracted by other employment
opportunities, as in Cote d’Ivoire. Keeping staff may be difficult within the
framework of the civil service. Financial incentives for all parties need to be
considered carefully. Finally, a labor market observatory has to be dynamic
and kept up to date. This requires active leadership—not always available
within civil service organizations.® Most new observatories will probably
require patient, sustained support for a decade or more in order to build suf-
ficient capacity.

Standards for success in labor market observatories are high and
unlikely to be met in many countries in Sub-Saharan Africa. Success
requires networking and cooperative work across organizational bound-
aries, which is difficult to achieve in public bureaucracies; research exper-
tise, which is often scarce; dynamic leadership with continuous efforts at
innovation; and adequate budgetary support for the new functions. Future
investments will need to be based on an in-depth evaluation of past prob-
lems and failures (Johanson 2002, part I, pp. 17-19).

A labor market observatory may not even be required in all circum-
stances, such as in highly informal economies. The demand for labor market
information is undoubtedly stronger in more complex, industrial econo-
mies. This suggests that the context for observatories is especially critical to
their success. Accordingly, investing in the establishment of LMIS, at least in
the form of observatories, may not be a priority for low-income countries.

On the other hand, this review identified several examples of good prac-
tice in Sub-Saharan Africa of linking training supplies with the labor market.
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Box 2.3. Namibia: Using Labor Market Information for Flexible
Training Delivery

In the mid-1990s in Namibia the government established seven Community
Skills Development Centers (COSDECs) under locally elected boards of
trustees. Their main goal is to impart basic skills to enable youth to generate
income through wage employment or self-employment. The COSDECs must
be flexible training institutions, varying their basic training courses frequently
as income-generating opportunities change in the local economy. After a con-
fused start, during which the centers copied traditional courses of the VICs,
the COSDECS, with European Commission (EC) assistance, began to employ
three basic techniques to align themselves with market needs.

First, experts conducted market assessment surveys at each location in
2002. The COSDEC Foundation provided experts from its small support unit
to conduct the surveys. Building on rapid rural appraisal techniques, the mar-
ket assessments covered the occupational interests of youth, government and
local authorities, local development plans, and project sites, and canvassed
employers and businesses in both the formal and the informal sectors. For
example, a visit to a local hardware wholesaler gave ideas about imported
products in demand that could be made locally. The assessments also took into
account training capacity in the locality. Information from these various
sources pointed to potentially fruitful economic activities. The survey in Keet-
manshoop, a small town in the south of Namibia that has little industrial activ-
ity, produced some 30-40 ideas. The surveys were also used to determine
whether training institutions would be viable in new locations. A survey
showed insufficient demand to sustain a training center for plumbers and
pipefitters, as proposed in Khorixas. The market assessments also made clear
that what is viable in one location may not be viable in another. For example,
small building construction held promise in Oshakati but not in Omaruru.

Second, the teams conducted more thorough feasibility studies of the
potential opportunities identified during the market assessments. Feasibility

continued on p. 47

See box 2.3. One example is the use of trade associations. The creation of
regional employer associations (association regionale interprofessionnelle
[ARIFs]) in Madagascar has been highly effective in providing signals to
training providers (Atchoarena and Delluc 2001, p. 136). The National Fed-
eration of Artisans of Mali has also played a more effective role in interfac-
ing with the informal sector than has the procedure-encumbered modern
sector (Atchoarena and Delluc 2001, p. 147). Other promising avenues are
local market surveys around specific training institutions. The Opportuni-
ties Industrialization Council in Ghana, operated by an NGO, conducts reg-
ular surveys of the local micro labor market of businesses operating around
its three training centers (Atchoarena and Delluc 2001, p. 190).
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Box 2.3. (continued)

studies found viable demand in various localities for such products as auto-
mobile seat covers, small cleaning services, custom-made women’s clothes,
casket assembly, and household construction. In contrast, the Foundation
abandoned a proposal to start horticulture training in Omaruru when the
more detailed feasibility study showed major problems with water supply.

Third, the COSDEC Foundation undertook tracer studies in 2002 at all
centers to identify the impact of past training. The tracer studies found a wide
range of employment rates, generally from 20 percent to 60 percent, depend-
ing on occupation and year of training. At the extreme, only 3 of 100 graduates
in automobile mechanics from one center found employment. The findings
sensitized center management to market saturation. One center discontinued
auto mechanics, and another stopped offering carpentry because of poor
employment. In another place, employment rates were high in needlework,
but tracer results hinted at impending market saturation. Mobile courses in
needlework at a succession of locations replaced the center-based program.

The COSDEC Foundation has now adopted several policies to build flex-
ibility into its services. Training initially lasted 12-15 months, longer than nec-
essary for basic skill acquisition, but now it takes 3—6 months. Centers give
one-off courses, for example, in interior and exterior painting, not to be
repeated in a locality so as to avoid the risk of market saturation. COSDECs
give more attention to outreach training by mobile units. The Foundation
“owns” all the training equipment, so that it can be moved from center to cen-
ter as demands change. COSDECs also now employ instructors on short-term
contracts, so that training in surplus trades can be abandoned and new ones
readily introduced.

Source: Byram and Pringle 2003.

Notes

1. UNDP 2000, Human Development Indicators, Table 13.

2. World Bank, World Development Indicators 2000/2001, table 1.

3. See http://www.worldbank.org/poverty/data/trends/regional.htm.

4. In Kenya and South Africa, the civil service nearly doubled between 1980 and
1990, and in Botswana it more than doubled. This dramatic expansion led to so
much overstaffing that, in some countries (Botswana, Kenya, and Zambia), the ratio
of public to private sector employment was nearly one to one. In Ghana, an extreme
case, there were five public sector workers for every private sector worker in the
1980s (Dabalen and others 2000, p. 7).

5. For example, the Chambres de Métiers represent no more than 10 percent of
the informal sector in Senegal (Haan and Serriere 2002, p. 135).

6. See Richards and Amjad 1994, pp. 77-78, for staffing of and organizational
constraints on LMIS.






Making Reforms Work in Public Training

Public training systems in Sub-Saharan Africa often come up short in evaluations
of their relevance to economic and social needs, their effectiveness in delivering
skills, and their costs and efficiency. TVET, in many instances, provides the wrong
skills for employment. Budget cuts have had disastrous consequences on quality.
Reorienting this training has been difficult, but there have been some promising
innovations such as the establishment of national training authorities, the broaden-
ing of the autonomy of training institutions, and the development of competency-
based qualifications systems.

Introduction

There are good examples of state-sponsored training provision throughout
Sub-Saharan Africa, but this training has faced sharp criticism in the past in
many countries for being of poor quality and for failing to serve market
needs. Reforms have been called for. Much of this training has focused on
pre-employment skill needs. This chapter reviews the experience of public
training provision over the past decade with reference to two questions:

*  What is the recent experience of TVET with respect to issues of rele-
vance, quality, and efficiency?

*  Where reforms have been introduced, what success have they had in
making public training systems more market driven?

Diversity in Ownership, Management, and Structure

The ownership and the management of public training are often complex
and fragmented (figure 3.1). Formal skills training is typically offered in
vocational and technical schools within the formal school system under
ministries of education, more narrow ministries of VET (as in many fran-
cophone countries), or at higher levels by ministries of technical and higher
education. In addition, ministries of labor typically support various kinds of
informal skills training through vocational training centers. Other min-
istries have specialized training centers to meet their own needs for skills,

This chapter synthesizes the findings of Atchoarena and Delluc (2001).
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Figure 3.1. The Range of Public Training Provision by Ownership

Public Training Provision

National Training Agency

Ministry of Education Ministry of Labor
Ministry of TVET Other ministries
such as Transport, Telecom
Ministry of Higher
and Technical Education Parastatal enterprises

Local governments

such as those focused on agriculture, industry, public works, energy, and
telecommunications. Local governments may sponsor various kinds of
vocational training. Some countries have moved to create national training
authorities that represent not only the various public providers but employ-
ers and labor unions as well.

From time to time TVET has faced instability in management. In Cote
d’Ivoire, VET was under a separate Ministry for Technical and Vocational
Education (1970), reintegrated into the Ministry of Education (1983),
became a separate ministerial department (1996), reintegrated into the Min-
istry of Education and Scientific Research (1996), and then became part of
the Ministry of Youth Employment and Vocational Education (2000).
Responsibility for skills development has moved back and forth among
ministries in recent years in Mauritius.

Throughout the region considerable diversity exists in the type of train-
ing offered. Francophone countries offer three types of technical or voca-
tional streams at the secondary level (two-year Certificat d’Aptitude
Professionnelle [CAP], three-year technical baccalaureate, and four-year
Brevet Technique [BT]), plus two technical options at the postsecondary
level (Brevet de Technicien Supérieur [BTS] and Dipléme Universitaire de
Technologie [DUT]). Some anglophone countries (for example, Ghana and
Kenya) have opted for vocationalization of general secondary education,
with separate technical institutes at the upper secondary levels under the
ministries of education, plus informal vocational institutions outside the
school system under the ministries of employment and labor.
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An Assessment of State-Sponsored Training

Public systems of skills development have continued to face crises brought
on by difficulties in reacting to a changing economic environment, with con-
sequences for their relevance, quality, equity, and efficiency. These systems
face a depressed market for wage employment alongside rapid labor force
expansion.

Relevance

Relevance refers to whether the objectives and outputs of a training system
meet a country’s economic and social requirements (figure 3.2a). More nar-
rowly, this is referred to as the external efficiency of a training system. Public
training systems throughout the region are immersed in a crisis of relevance.
Public training tends to be small in relation to general education, imbalanced,
and oriented exclusively to wage employment. Central examinations, them-
selves out of tune with the labor market, tend to reinforce these distortions.

Technical and vocational education (TVE) generally occupies a small, if
not marginal, position in the school systems of Sub-Saharan Africa. Accord-
ing to the most recent available statistics,' enrollments in secondary techni-
cal and vocational education are relatively small. In only six countries do
TVE enrollments total more than 10,000 students.” In terms of the percent-
age of enrollments in secondary education, countries can be grouped into
the categories shown in table 3.1.

The vertical structure of enrollments can also vary. In Senegal, it could be
represented by an inverted pyramid, because weight is given to technical
higher education and less attention is given to basic training—for example,
to the vocational training certificate (CAP). In other settings the opposite
structure may apply without a market rationale.

Figure 3.2a. Relevance
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Table 3.1. Secondary Enrollments in Technical-Vocational Subjects

Percent of total enrollments

<2 5-9 >10

Chad Botswana Cameroon

Eritrea Burkina Faso Congo, Dem. Rep. of
Ethiopia Cote d'Ivoire Gabon
Lesotho Mozambique Mali
Malawi Togo
Namibia Uganda

Niger
Senegal

South Africa

Note: The share of TVE has fallen sharply over the past 15 years. In Cameroon, the proportion
declined from 27 percent to 17 percent, and in Gabon from 20 percent to 9 percent. In part, the
higher relative costs of TVE were responsible for the declines, in a period of tight public finances.

Source: Atchoarena and Delluc 2001, pp. 36-38.

Formal TVET, in m