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Abstract

Abstract

All the countries need more skilled labours in the rapidly integrating world
economy. It has been increasingly recognised that people’s endowment of skills and
capabilities is the key to economic and social development. Skills and capablities can
increase productivity and incomes, and facilitate everybody’s participation in
economic and social life. However, skill shortages is being acuter in many developed
and developing countries and becomes the bottlenecks to economic growth. The
writer chooses the skill shortages in UK as a case study.

First of all, the writer carries out a theoretical study on skill shortage.
Skills shortage is a market disequilibrium between skill supply and demand.
According to traditioanl economy, market is complete compettive, the skill
shortages is viewed as a temporary phenomenon, With the market regulation,
the disequilibrium between supply and demand will move to equilbrium level in
the long term. In fact, labour market is non-competitive market. market
failures will result in insufficient investment in skills, these market failures
provide the justification for government intervention in skill market, however,
is itself subject to a number of government failures. In short, skill shortages is
outcome of market failures and government failures togather.

According to a series of skill survey data, the writer summarizes current
situation of skill shortages in UK and carries out the causes of skill shortages
in two dimensions of skill supply and demand. In UK, there has been a
widespread argument for some time that skilled labour is, and has been, in
short supply and this shortage goes a long way to explaining economic recession in
UK. Not only does Britain lag behind competing industrial countries in general
education, but also expenditure in Britain on vocational training lags behind its
competitors. The tradition of laissez-faire on education and training is regarded as
key reason for short supply of skilled labour. However, enlarging skill supply is the
essential condition, but not sufficient. In market economy, supply is determined by
demand. No demand, no supply. In studying skill shortages, the analysis to skill
demand is as important as to skill demand. As Ken Mayhew pointed out, skill
shortages in UK is not only short of skill supply, but short of skill demand. The
two dimension act on each other, form a vicious circle, and make Britain fall into

“low skills equlibruim”.



LR R0 T 3% i 18 25— 3K B 4% B JE ik 18) AL B X

After world war ][, Britain government gave more attention to skill
shortages. There was a strong consus across the political parties and between
the main employers organisations and the trade union that voluntarism system
was not working well. Then, Britain government issued 1964 Indutrial
Training Act, and brought an end to voluntarism and introduced new
partnership decision-making bodies. but the new measures failed to allieviate
Britain’s skill shortage, the prospects for the majority of school leavers
remained as bleak as ever through to the 1970s. After 1979, thatcher
government changed its position on education and training, explicitly rejected
interventionist strategy of her postwar predecessors. Marketisation became
thatcher government’s guiding ideology in reforming education and training.
However, its education and labour market policies still didn’t improve labour’s
skills. In 1997, new labour came to power. The government inherited a
voluntarist and market-driven VET system which it decided to reform, not by
a return to corporatist regulations, but by initiatives and partnerships aims at
promoting social inclusion and skills development. Despite there still are many
problems in its measures, the degree of skill shortages began to mitigate.

From longtitudinal view, free market forces and government intervention
by oneself can’t take Britain away from the predicament of skill shortages.
The relation between market and government isn’t opposite but supplementary
each other. The writer put forward following suggestions: to set up demand-
driven education and training system, promote the matching between skill
supply and demand; to keep the equilibrium between all the stakeholders’s benefits
and develop social patnership; to make government, employer and individual share
responsibility in skill investmeng according to their return repectively.

As Pascaline Descy and Manfred Tessaring said, “In every country, VET
has complex links with the economy, the labour market and employment. “ it
is reflected fully in skill shortages. If one only regards skill shortages as one of
education problems, he couldn’t get objective and overall understanding to the
problem. therefore, the writer applys interdisciplinary research methods,
analyses the skill shortages in angle of education, socialogy and economics,and

draw some constructive conclusions.

Key Words: skills shortage; market failure; government failure; low

skills equilibrium; stakeholder; competence-based model
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