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Preface

The past year has been extremely challenging for
many people around the world. The COVID-19
pandemic is a human tragedy, and the measures
necessary to tackle it have had a devastating
impact on economies, disrupting the livelihoods
of millions of people. The pandemic has exposed
structural weaknesses in institutions and
economies and has widened inequalities. People
who were already disadvantaged have been hit
particularly hard.

Even before COVID-19, the rise of automation and
new technologies was transforming the world of
work, resulting in an urgent need for large-scale
upskilling and reskiling. Now this need has become
even more important. As outlined in the World
Economic Forum’s Future of Jobs Report 2020, half
of all employees around the world will need reskilling
by 2025 — and that number does not include all the
people who are currently not in employment.

A year ago, at the World Economic Forum Annual
Meeting 2020 in Davos-Klosters, the Forum
launched the Reskilling Revolution platform, an
ambitious effort to bring together governments,
business, online learning platforms and civil society
organizations to provide better education, skills
and jobs for 1 billion people by 2030. Upskilling

for Shared Prosperity — released during Davos
Agenda week — makes the economic case for
upskilling, particularly as economies consider

how best to allocate funding for the recovery,

and highlights certain challenges, including the
disconnect between current education programmes
and the skills that employers need now and in

the future. The report sets out the advantages of
nurturing aspirations and developing the kinds of
skills that people will need throughout their lives. It

also offers recommendations for businesses and
policy-makers, and shares examples of successful
collaborations that can be replicated and scaled.

At the heart of the report is a realization that our
economies are no longer delivering what people
need and require systemic reform. And by giving

all people opportunities to build the skills they will
need to fully participate in the future workplace, we
can start to create more inclusive and sustainable
economies and societies where no one is left behind.

This, in turn, will lead to a prosperity dividend.
We’ve used economic modelling to estimate the
amount of GDP growth we can expect from a
productivity uplift if countries upskill their citizens

in line with OECD industry best practice. But while
GDP is the most widely used economic measure
today, it does not give a complete picture of how an
economy is doing. It does not show, for example,
the extent to which people have good, fulfilling jobs
and which parts of the population are excluded. In
parallel, therefore, the World Economic Forum is
working on a Dashboard for the New Economy, one
that includes targets for prosperity, planet, people
and institutions.

This report is a call to action — a call for leaders from
across sectors and geographies to work together
to turn this crisis into an opportunity. If we are to
realize the ambitions set out in this publication,
stakeholders from all parts of society have a role to
play — from governments and non-governmental
agencies, to businesses and educators, to
individuals themselves. We hope this report will
inspire you to join a movement for widespread
access to upskilling.



The profound effects of technological progress

on the world economy, taken together with
globalization and demographic change, have

led to a pressing societal problem: how to equip
people with the skills they need to participate in the
economy — now and in the future. Governments,
businesses and educational institutions are not
currently helping people acquire the skills they need
to succeed. Millions of people are already being

left behind because of volatile market conditions,
the effects of COVID-19, or because they work in
industries that are being replaced by new sectors.
Al of this highlights a critical need for reskiling and
upskilling. There is an enormous opportunity to
reconfigure the world of work at this critical juncture
and embark on an upskilling revolution that will give
people across the world the ability to participate
fully in the future of work, whatever that might be.

The COVID-19 pandemic and its effect on ways
of working and the global economy have further

Executive summary

exposed the inadequacies of our current economic
structures to address this growing mismatch between
people’s current skills and those needed for the jobs
at the heart of the Fourth Industrial Revolution.

This report is a call to action for wide-scale
upskilling. It provides a quantitative analysis of the
impact upskilling can have on economic growth.
Gross domestic product (GDP) has been used
for this analysis because it is the most widely
used economic measure today. But GDP does
not tell the full story. That is why the research is
complemented with a qualitative analysis that
looks at the need for new economic thinking
underpinned by the development of good jobs —
work that is safe, paid fairly, reasonably secure
and motivating, and that emphasizes the uniquely
human skills and traits of workers, thus delivering
higher levels of productivity.

The report’s key findings include:

1. Wide-scale investment in upskilling has the potential to boost
GDP by $6.5 trillion by 2030 (Figure 1).
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FIGURE 2

Source: PwC
data analysis,
December
2020

Two scenarios were modelled, based on countries
taking steps to reduce skills gaps in line with
Organisation for Economic Co-operation and
Development (OECD) industry best practice:

1. The accelerated scenario assumes skills gaps
are closed by 2028. This would add $6.5 trillion
to global GDP by 2030.

2. The core scenario assumes the skills gaps are
closed by 2030. This would add $5 trillion to
global GDP by 2030.

All estimates are conservative because they only
reflect closing currently observable skills gaps. Note

that other benefits of upskilling exist that are not
captured quantitatively. These are related to, for
example, innovation and the creation of new types
of jobs.

These economic gains would take the form of skill
enhancement, leading to the improved matching of
people’s skills with the jobs created by the Fourth
Industrial Revolution — boosting global productivity
by 3%, on average, by 2030. These results are
based on 2019 economic forecasts and do not
reflect the shorter-term impacts of COVID-19 on
the various sectors (see the appendix for a detailed
discussion of PwC’s global Computable General
Equilibrium model and the report’s methodology).

2. Regions and economies with the biggest gains are those in
which the skills gaps are larger and the potential is greatest to
improve productivity through skills augmentation aligned with

new technology.

Additional GDP potential due to upskilling, by country, 2030 (2019 prices, billion $,
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FIGURE 4

Source: PwC
data analysis,
December
2020

4. Upskilling could lead to the net creation of 5.3 million new jobs

by 2030.

Upskilling could propel the transition to an economy
where human labour is increasingly complemented
and augmented - rather than replaced — by new
technology, thus improving the overall quality of
jobs. The number of jobs that require creativity,
innovation and empathy will rise, as will the need for
information technology skills.

According to the World Economic Forum’s Future
of Jobs Report 2020, employers expect that, by
2025, the percentage of jobs that are no longer

relevant or could be replaced by automation will
decline from 15.4% of the global workforce to 9%,
and that currently emerging professions will grow
from 7.8% to 13.5% of the total employee base
over the same period. In the majority of business
sectors, companies state that skills gaps are the
prime reason there are barriers to adopting new
technologies that would increase productivity. Not
surprisingly, countries with the largest workforces
would see the largest gains: the United States, India
and China (Figure 4).
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5. COVID-19 has accelerated the need for action.

COVID-19 has accelerated the need to implement
an ambitious global upskiling agenda because it is
forcing digitalization and automation at a more rapid
pace. Rising to this challenge could result in faster
progress and even larger economic benefits by 2030.
This is captured in the report’s accelerated scenario.

The issue of how to share the costs of upskiling has
not been solved. Learning has a large opportunity

A call to action

Unemployment is expected to rise as economies
continue to experience the effects of the pandemic.
That is why all stand to benefit from a common
vision across governments, industries and the
education sector to develop comprehensive national
upskiling agendas. The pandemic provides an
opportunity to reform education systems and rethink
skills training to benefit more people. To do this,

cost. While there is unlikely to be an optimal one-
size-fits-all approach to funding national upskilling
initiatives, policies such as Singapore’s SkillsFuture
may hold lessons for others.! The economic model
used for this research quantifies the benefits of
closing the skills gaps of an economy by making
assumptions about aggregate productivity gains
across sectors that are net of the costs of upskilling.

however, governments, industries, trade unions and
education institutions will need to work together.

Based on the analysis and extensive expert
consultations, this report identifies four key areas
that demand new approaches to upskilling and
urgent action by governments, businesses and
other stakeholders:

All stakeholders: Build a strong and interconnected ecosystem committed to a comprehensive
upskilling agenda and give people the opportunity to participate

— Map the evolving job landscape and forecast future skills demand
— Collectively determine a set of indicators that measure the quality of employment at the industry,

national and subnational levels

— Establish a common research framework to understand the dynamics and projections of labour markets

and skills mismatches

— Identify policy levers that succeed in guiding labour market transformation and the provision of good jobs

Government: Adopt an agile approach to driving national upskilling initiatives, working with

business, non-profits and the education sector

— Prioritize funding for upskilling in national recovery plans
— Recognize the economic, skill-building and inclusion potential from government-sector employment and

associated supply chains

— Support and provide incentives for green investments and technology innovation
— Nurture a pipeline of industrial investment projects via a “bottom-up” approach
— Encourage broad transparency of the types of skills and jobs that each economy is most likely to need

in the medium and longer term





https://widgets.weforum.org/reskillingrevolution/
https://widgets.weforum.org/reskillingrevolution/
https://widgets.weforum.org/reskillingrevolution/initiatives/forum-led/skills_accelerators/index.html
https://widgets.weforum.org/reskillingrevolution/initiatives/forum-led/skills_accelerators/index.html




1.1

~40%

of workers will require
reskilling of up to six

months

1.2

Introduction

The profound effects of technological progress

on the world economy, taken together with
globalization and demographic change, have

led to a pressing societal problem: how to equip
people with the skills they need to participate in
the economy — now and in the future. Currently,
there is a stark mismatch between people’s current
skills and the skills needed for jobs that will be
created from and become more prevalent because
of the changes brought about by the Fourth
Industrial Revolution. Governments, businesses
and educational institutions are simply not helping
people acquire the skills they need to succeed.

Millions of people could be left behind if and when
the industries they work in today are replaced by
new sectors that require new skills. These skills
mismatches not only have a severe human cost;
they could result in falling incomes and a negative
impact on government revenues and social safety
net spending.

For many years, businesses have struggled to find
the skilled workers they need. For example, PwC’s
23rd Annual Global CEO Survey found that three-
quarters of all respondents said finding the right
skills was a threat to their businesses. According to
the World Economic Forum’s Future of Jobs Report

2020, companies estimate that, by 2024, around
40% of workers will require reskilling of up to six
months, and 94% of business leaders report that
they expect employees to pick up new skills on the
job — a sharp uptick from 65% in 2018.

At the same time, too many people cannot get
good jobs because they lack the right skills,? and
lower-skilled jobs are increasingly threatened by
automation. Skills gaps are likely to increase unless
the next generation and those workers at most risk
of losing their jobs to new technology acquire the
skills required for the jobs of the future. While certain
higher-skilled workers have seen their pay increase,
many others have seen median wages stagnate
and their jobs security become more precarious.®

The upskilling solution

In this report, upskilling refers to the expansion of
people’s capabilities and employability so they can
fully participate in a rapidly changing economy.

This report argues that people should be given
the opportunity to upskill: not only will upskilling
help with economic inclusion and social cohesion,
it will also pave the way to accelerate economic
recovery. To support this argument, the report
provides both a qualitative and — based on PwC'’s

This could lead to increased polarization within

the workforce. This data was compiled before

the onset of COVID-19. The pandemic will almost
certainly leave long-term impacts on both the social
and economic landscape if business leaders and
policy-makers do not take actions that help people
develop skills for the future and find good jobs.

There is an enormous opportunity to reconfigure the
world of work at this critical juncture and embark on
an upskilling revolution that will give people across
the world the ability to participate fully in the future
of work, whatever that might be.

The economic modelling to measure the impact of
upskilling shows that there could be measurable
and attainable economic growth from solving
these important problems. Indeed, by focusing on
scalable, global upskiling, the world economy could
see a potential boost to GDP of $5 trillion by 2030
under the core scenario described in the Executive
Summary, or $6.5 trillion under the accelerated
scenario. More importantly, people would be
equipped to fully participate in the economy, which
has the potential to reduce inequality and lead to
greater social stability.

The issue of how to share the costs of upskilling

is one that has not been solved. Learning has a
large opportunity cost. While there is unlikely to be
an optimal one-size-fits-all approach to funding
national upskilling initiatives, policies such as
Singapore’s SkillsFuture* and Denmark’s “flexicurity”
may hold lessons for others. The economic model
used for the research in this report quantifies the
benefits of closing the skills gaps at the national
level by making assumptions about aggregate
productivity gains across sectors that are net of the
costs of upskilling. A limitation of the model is that it
does not reveal how the cost of upskilling is shared
across people, firms and the government. Yet
investing in the educational inputs of upskilling itself
will, of course, add to GDP.

global Computable General Equilibrium model —
quantitative examination of how upskilling may
reshape economic growth and prosperity over
the next decade to 2030. The analysis thus
complements and may be read in parallel with the
Forum’s Future of Jobs 2020 Report and other
recent Insight Reports produced by the World
Economic Forum’s Shaping the Future of the New
Economy and Society platform.®
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1.4

Jobs, productivity and growth

Traditionally, economists measure benefits in terms
of productivity, GDP and employment growth. These
remain vital metrics. The analysis presented in this
report, however, aims to also capture the wider social
advantages triggered by the development of specific
skills that will prove beneficial for success in the
global economy in the years ahead. This includes the
assumption that education and skills development
enhance well-being, trust and community-building,
which, combined, are a more holistic measurement
of the global benefits from upskilling.5”

A significant portion of a nation’s wealth depends
on how much its workers can learn, including on
the job.® As economist Ricardo Hausmann argues,
the productive capabilities of modern economies
and their competitiveness rely more and more on
the sophistication with which they successfully
mix technologies, ideas and skills. Yet, despite the
increasing importance of skills in our economy,
the economic case for upskilling in the context of
automation and other megatrends needs to be
articulated in a way that integrates this people-
driven narrative into a shared vision of prosperity. It
is this focus that should influence policy.

One of the reasons the notion of investing in “human
capital” successfully influenced policy in the 1960s

was the emerging empirical evidence that linked
education to the achievement of national goals:
economic growth, spurred by education, led to
poverty reduction.® This evidence proved the vision
that politicians presented to their citizens.*® The
same can be true in the age of the Fourth Industrial
Revolution. Another point in history is being reached
during which large-scale training or upskilling can
change the direction of economies and societies.

Events like the pandemic emphasize what was
already an urgent need to prepare people for a
more prosperous future and create a healthier
and more equitable world. Crises like this can and
should shape economic thinking! and represent
a rare but narrow window of opportunity to reflect,
reimagine and reset priorities.*?

While estimates vary of how many jobs automation
may eliminate, overall employment outcomes of new
technology are predicted — using past research by
PwC and the World Economic Forum —to be net
positive to the tune of millions of jobs.*** Ensuring this
is achieved — that technology is used to complement
and augment work rather than replace it, and that
people are the beneficiaries of this revolution — requires
that people are upskilled, and this upskiling needs to
be a priority for policy-makers and business leaders.*

Upskilling as a transformational force for society

Upskilling can be more transformational when

it leads to developing attitudes and aspirations

that will equip people with the skills to continually
adapt to and take part in the changing world of
work, resulting in healthier societies, supported

by healthier economies. This includes acquiring
relevant knowledge for new types of jobs, through
digital upskilling for example,*® and developing
transferable skills, such as critical thinking, creativity
or even self-management. It is often these skills that
make people more versatile, resilient and adaptable
—and more able to participate fully in the Fourth
Industrial Revolution economy, whether working for
a business or starting one of their own.17:1819

Developing such wide skill sets requires a learning
or growth mindset:? the ability to keep developing
skills over time. This is different from a narrow view
of upskilling that presupposes people have a basic
set of skills to learn a task quickly.?* A learning
mindset requires training — ideally from a young
age, perhaps even starting in elementary education.
In other words, as noted by Paul Evans, Emeritus
Professor of Organizational Behaviour at INSEAD:
“Upskilling is not an event. It is a state of mind.”?

Upskilling also requires establishing the right kind of
training programmes, making them affordable, and
giving people incentives to participate (as further
discussed in this report’s “A call to action” section).
“The world of work is changing. As sectors recover
from the pandemic, there is a chance to reimagine
work. There are opportunities to reconfigure

jobs — good jobs — that embed upskilling so that
people can build the skills they need for the future,
including how to collaborate, innovate and problem-
solve,” according to Bhushan Sethi, Global Leader,
People and Organization at PwC US.

In developing countries, upskilling must also be
complemented by providing the basic economic
and health conditions to prosper, such as clean
water, food security, access to the internet and
health services. Reaching disadvantaged segments
of society is a challenge, particularly in emerging
markets with large informal sectors. Today, many
people are held back by a lack of social mobility and
their socio-economic circumstances.?® However,

as the data in Chapter 2 shows, it is in developing
countries that the benefits from upskilling might be
the greatest.

12









2.1

FIGURE 5

Source: PwC
data analysis,
December
2020

Developing skills of the global workforce for

shared prosperity

To quantify the results of upskiling, the model
assumes how far countries are able to close their
current skills gaps. It then defines the size of the
productivity gains from upskilling using evidence
from previous country and sectoral studies.?

Finally, the model computes how such increased
productivity translates into aggregated national
gains in income (GDP) by quantifying indirect
impacts across sectors of the economy.
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Reaching the accelerated gain in GDP depends

on the government and the private sector working
quickly and effectively to target skills that are

most in demand in their respective industries and
economies by 2028. These productivity benefits
would be the result of businesses in different
sectors having access to the skills they need to
innovate and grow — and the subsequent multiplier
and spillover effects on other sectors that are linked
through supply chains.*°

GDP impacts would follow an “S shaped” pattern
over the next 10 years (Figure 5). In the early years,
economic growth would be slower due to the

lag between upskilling initiatives and increased
labour productivity across the workforce. As new

2025

2026 2027 2028 2029 2030

Accelerated scenario

upskilling initiatives roll out, economic growth would
likely gain momentum. Eventually, closer to 2030,
productivity would plateau as a larger proportion

of the workforce gains the ability to adapt to the
demands of the labour market: lifelong learning will
be an integral part of the new economic system so
it will be harder to distinguish a return on investment
linked to upskilling.

Importantly, these estimates are conservative,
since they only reflect closing current skills gaps.
Developing transferable skills, such as adaptability
and creativity, would bring extra benefits by
preparing people to not only meet the skills that
are in demand today but also those that will be in
demand in the future.®
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FIGURE 7
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Figure 7 displays the relative regional gains for
GDP growth for both the core and accelerated
scenarios. Developed economies in Europe, for
example, will see lower gains in absolute numbers
than Latin America and Africa, where workforce
skills are currently lower and agriculture and/or
natural resources continue to make up a significant
portion of the economy. The return on investment
of upskilling initiatives is likely to be larger in
emerging markets because these economies are in
the process of catching up. Although educational

Additional GDP potential due to upskilling, by global region, 2030 (% relative boost to

Central & Eastern
Europe
C:1.8%; A: 2.1%

Asia-Pacific
C:3.9%; A: 6.1%

levels are increasing significantly in most emerging
markets, the supply of skills does not always create
its own demand.** Advanced economies, however,
tend to principally face skills mismatches, thus

the upskilling benefits may be less.* This is an
untapped advantage: if there were mechanisms in
place to upskill or reskill people so they can take
available jobs. By contrast, many middle-income
countries face significant shortages of higher-skilled
workers to fill emerging occupations requiring
advanced skills.
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2.3

FIGURE 8

Source: PwC
data analysis,
December
2020

Sectoral view

Industries that are transforming because of
technology will see boosts when the talent pool

to fill these more highly skilled jobs becomes
available. The sectors that will benefit the least from
upskilling are the ones in which there are fewer
jobs that require more skills, such as agriculture
and construction (Figure 8). Sectoral trends

depend on many factors, including technology,
international trade, global supply chains and
industrial dynamics.® Further, how much of a boost
upskilling gives to an overall economy — across
sectors — will be determined by new technology
adoption, the current level of skills gaps and how
the demand for skills is expected to evolve.

Additional GDP potential due to upskilling, by global sector, 2030 (2019 prices, billion $,
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This analysis takes into account COVID-19 by using
the expected recovery of GDP trajectory over a
10-year timeline and modelling growth above that
expected base from 2019. However, the pandemic
will have significant, lasting impacts. Some sectors,
e.g. transport, may never fully recover even though
the global economy is expected to recover its

Business services

Business services is a broad industry encompassing
a vast array of jobs — everything from professional
services (lawyers, accountants, architects, etc.) to
outsourced cleaners and security guards. The rapid
uptake of new technologies is changing the nature
of the work and the skills workers need.

growth trajectory, if not the speed of growth. The
sections that follow present an overview of key
sectors. Figures are based on the accelerated
scenario unless otherwise stated. The biggest gains
across sectors are seen in countries with the largest
populations: China, India and the United States.

China could experience as much as a $438 billion
rise in GDP contribution from upskilling. Significant
gains are also expected in the United States, with
a $179 billion increase under the accelerated
scenario, equating to 3.6% and 4.1% increases in
GDP, respectively.
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Manufacturing

Automation is likely to have a transformative
effect on the manufacturing industry, with PwC
research estimating that up to 45% of jobs could
be automated by the end of the 2030s. This is
widening skills gaps in developed nations, where
the demand for workers with critical thinking and
programming skills is replacing the need for low-
skilled workers.=®

Consumer services

While it is difficult to accurately forecast the level of
job creation in a sector that is undergoing significant
change due to technological advancements
(e-commerce, robotized warehouses, etc.), there is
little doubt that existing roles will require new skills.

The largest gains in GDP contributions under the
core scenario are expected in the United States,

Communications and media

Currently, more than half of the businesses in this
sector are facing a shortage of skills that would
enable them to introduce new technologies,
suggesting that without a concerted upskilling
effort, skills gaps in this sector are set to widen.

Health and social care

The healthcare sector is one of the least susceptible
to the increased adoption of automation, although
the digital revolution is contributing positively to

the sector, particularly with the rise in popularity of
telehealth since the onset of the pandemic. Even
before COVID-19, online appointments and the use
of creative diagnostic tools had increased.

Financial services

This broadly defined sector, including insurance
providers and firms providing payment services
and retirement plans, is primed for upskilling with
an educated workforce with a desire to adapt.
PwC’s latest Global CEO Survey notes that instead
of driving technology change in isolation and then
defining the people skills needed to adapt to it,
financial services firms should encourage their

Countries where upskilling will add most to absolute
GDP in manufacturing are China, the United States
and India, while a few countries, like the UAE, will
not see such large benefits.

with a $104 billion increase, followed by India with
a $98 billion increase. China’s gain could be as
much as $83 billion under the core scenario, but
this could double under the accelerated scenario. In
2019, China committed to spending $14.8 billion to
train 50 million people by 2022, and this investment
will likely feed throughout the economy.

In the United States, the core scenario could lead
to a $57 billion increase in GDP contribution to this
sector, which is a 3.4% increase. However, under
the accelerated scenario, the largest potential GDP
contributions are expected in China, which could
see gains of $75 billion, an 8.1% rise.

The United States is expected to experience the
highest additional GDP contribution from this sector
under both the core ($89 billion) and accelerated
($100 hillion) scenarios.

people to become “infinite learners” so they can
harness their ideas in order to innovate and help
them realize their full potential.

The United States ($85 billion), India ($39 billion)

and China ($18 billion) will see the largest absolute
gains from upskilling in this sector.
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2.5

North America

Effective upskilling could broaden the talent pool
and provide a corrective in the labour market for
lower-skilled, undervalued positions by creating an
environment that encourages people into sectors
like health and social care, where upskilled jobs will
be better paid. Business services remains the area
where upskilling will produce the most gains, as it
does across the world.

The United States’ potential absolute gain to GDP

is $900 bilion by 2030, equivalent to 3.7% of GDP.
Closing the skills gap could generate an additional 2.7
million jobs by 2030, with business services and health
and social care expected to gain significantly. Canada
could boost GDP by $56 billion, equivalent to 2.7% of
total GDP, which is less than other countries primarily
because the existing skills gap is less pronounced.

Adapting to short-term disruption: Upskilling for

the COVID-19 recovery

The economic effects of COVID-19 will be severe
and have serious implications for the global labour
market. At the time of publication, more than 90%
of the world’s workers live in countries with some
sort of workplace closure measures in place. Less
developed regions are more likely to take longer
to recover, given their fiscal support packages are
smaller.*?

The analysis has revealed four key trends brought
about by the pandemic that are affecting the
labour market across those countries that are

also the most relevant to the upskiling agenda.
First, significant structural change is affecting such
sectors as hospitality and travel. Second, a wave of
job transitions or horizontal moves is likely, where
laid-off workers try to find work in different sectors.
For example, the number of jobseekers leaving
occupation fields blank when searching for jobs
has risen five percentage points to 28% since the
onset of COVID-19, indicating that more people

are willing to consider any available work.*® Third,
remote working will increase, changing the nature
and location of the global talent pool, primarily

for knowledge workers. Fourth, the hit to young
workers, the so-called “lost COVID generation”, will
mean businesses are less likely to hire in the face of
uncertainty and recession, posing a greater threat
to young jobseekers. It is here, however, where
digital competencies could help.

As introduced earlier in this report, under the
accelerated scenario, where governments fast-
track investment in upskilling, an additional $1.5
trilion in GDP can be gained, taking the global
increase in GDP to $6.5 trillion. The disruption in the
workforce from COVID-19 presents an opportunity
for governments to prioritize upskilling policies as
a way to help people who have lost their jobs. The
research in this report suggests the focus should
thus be on long-term benefits to lay the foundation
for a better future.
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A call to action




To make large-scale upskilling across global
economies and societies a reality, government,
business, education, civil society and other leaders
will need to work together in a more agile, resilient
and inclusive manner. The call to action outlined in
this section focuses on how to close the skills gap
and prepare people for jobs now and in the future —
starting primarily with secondary education. In many
countries, this starts with access to basic health
and nutrition, early education and connectivity,
areas that the UN Sustainable Development Goals
seek to address.

For the purposes of this report, closing the

skills gap relies on a series of levers that are

all underpinned by public-private cooperation:
providing lifelong learning and upskilling, proactive

redeployment and re-employment, funding and

the ability to anticipate what skills are needed in
the job market. Actions should be focused on both
the supply side — the upskilling of people — and

the demand side — the jobs for those workers. The
former requires a collaborative ecosystem across
government, business and education. The demand
side will require a new focus on the types of jobs
that people do and the need to make these good
jobs safe, fulfilling and inclusive.

Based on the analysis and extensive expert
consultations,™ this report identifies four key areas
that demand new approaches to upskilling and
urgent action by governments, businesses and
other stakeholders:

All stakeholders: Build a strong and interconnected ecosystem
committed to a comprehensive upskiling agenda and give people the

opportunity to participate

Government: Adopt an agile approach to driving national upskilling
initiatives, working with business, non-profits and the education sector

Business: Anchor upskilling and workforce investment as a core
business principle and make time-bound pledges to act

Education providers: Embrace the future of work as a source of

reinvention to normalize lifelong learning for all
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online open courses and other forms of online
learning, in addition to the direct human-to-
human connection of traditional learning

— Qualifications, experiences and recognition:
Build bridges between national qualification
systems and lifelong learning; in emerging
countries, even experiences obtained in informal
sectors are being framed for proper recognition,
to improve the employment prospects of people
in new jobs

Conclusion

Upskilling can help reduce inequalities because it
can break the cycle that perpetuates low-paid work
by preparing people to undertake good jobs. It can
expand people’s horizons over the course of their
working lives, which are getting longer and longer.
It can give people the tools they need to reach
their potential. Further, when upskiling becomes
widespread, it will be the way everyone looks to
find their next role. In that way, upskilling may
simply become how people prepare for fully taking
part in society.

— Connectivity: Link schools and places of
learning with each other globally — currently,
for example, UNICEF’s Giga initiative aims to
connect every school globally to the internet®

— Credentialing: Develop and adopt at scale a
much more joined-up taxonomy and recognition
system for skills and credentials across
countries, education systems and industries.5!

For this to become a reality requires collaboration
and commitment, policy change and active
business and governmental participation. At a time
of great crises, the differences that impede solutions
can be replaced by a new sense of purpose. This
report is part of the broader effort of the World
Economic Forum’s Reskilling Revolution initiative
and is intended to provide a strong call to action
and collaboration for such change.
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Appendix:

The model’s approach

The research does not evaluate a specific policy

or intervention as it relates to developing skills.
Instead, the model assumes that upskilling
interventions will reduce regional skills gaps in

line with OECD industry best practices by 2030.82
This, in turn, will deliver higher labour productivity
and an uplift in GDP across the global economy.
This approach does not distinguish between the
effectiveness of one country’s upskilling initiatives
versus another’s. Some countries will be better
equipped and more successful in tackling long-term
skills challenges than others over the next 10 years
based on a long list of factors, such as governance
effectiveness, country demographics, appetite to
invest in skills and so on. For the purposes of this
exercise it is assumed every country makes the
same progress.

By assuming a closing of the skills gap — defined as
the gap between the availability of skilled workers
and the jobs that need filling — as the main unit of
analysis, the research overcomes the long-standing
problem (especially in cross-country comparisons)
of defining an appropriate proxy for skills. The most
used measure of skills is educational attainment,

The Computable General
Equilibrium (CGE) model

but more qualifications in a given country do not
necessarily translate into more skills.

Although the OECD’s survey of adult skills
(Programme for the International Assessment of
Adult Competencies - PIAAC) is an important step
in directly measuring skills used at work, there is still
no clear understanding of the specific benefits of
different methods of upskilling, such as vocational
training or workplace-based learning. In addition, the
model does not look at how each country reaches
the OECD best practice targets. Instead, the
approach aims to highlight specifically the economic
effect of reducing skills gaps, while acknowledging
the distinctiveness of global economies.

The model used for this global study is a tailored
Computable General Equilibrium (CGE) model. It
assesses skills gaps in 12 countries and 8 regions.®
In addition, the research models 12 industry
sectors, covering different public and private
economic activities.®

The methodology for this analysis includes three
stages:

Literature review

on existing evidence on the
relationship between skills
development, closing the

skills gap, productivity and
economic development

Data research and
analysis

l

O

on labour productivity uplifts
associated with reducing
skills gaps across various
countries, to feed into the
CGE modelling

CGE modelling

AR

to assess the aggregate
economic impact, by GDP
and jobs, of these labour
productivity uplifts across
economies
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FIGURE A.2

Model parameters

The values of parameters in the international
model are taken from the GTAP database.

These parameters have been aggregated

across the 8 regions and 12 sectors. To find the
exact values of these parameters, “Behavioral
Parameters” by Hertel and van der Mensbrugghe

Key model features

Key model feature

Firms

Household

Long term

Recursive dynamics

Labour market

Tax system

Recursive dynamic

Imperfect competition

Government
closure rules

Source: PwC

is recommended.®® Their chapter is a record of the
base documentation in the GTAP 10 database and
includes detailed annexes of the various parameters
present in each country and sector. These values
have been directly input into the international model
of the analysis in this report.

Description

Captures 12 industries in each of
the 12 countries

Identifies one representative household
in each of the 12 countries and Benelux

Considers projects lasting up to 30
years, i.e. to the year 2047

Tracks the evolution of economic
variables over time

Allows labour market entry and exit, human
capital accumulation and productivity reductions
as workers move between sectors

Stylizes taxes across regions into a select
number of categories to facilitate consistency

Assumes economic agents are rational and
maximize their utility in each period; over time,
they demonstrate adaptive expectations, i.e.
they adjust their expectation of the future in line
with past and current economic conditions

Allows Cournot® (quantity) interactions in
each industry to provide a better reflection
of economic reality

Assumes government addresses fiscal surplus/
deficit at the end of each period; the international
model closes government budgets following the
Harberger rule,®” i.e. giving a lump sum transfer
to households if there is a surplus, or a tax if
there is a deficit
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in maintaining good jobs and providing evidence to change the bad jobs managed by the algorithm phenomenon.

Sethi and Stubbings, 2019.

The well-known 70-20-10 rule states that 70% of learning is acquired from on-the-job experience, 20% from
developmental relationships and only 10% from the classroom. This anecdotal rule might need to be revisited with all the
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