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MIDDLE SKILLS

Ensuring they don’t become
forgotten skills

As the number of available jobs
increases across the United States,
employers face growing challenges

to identify and fill positions
requiring middle skills.
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There are tens of millions of middle-skill jobs in the United States today.' These jobs
are defined as those that require education beyond high school but not necessarily
a traditional two or four-year degree.

Middle-skill jobs make up the largest segment, roughly 54%, of today’s
labor market.2 However, employers across various industries struggle to
find enough skilled workers to fill these vacancies and experience the cost
associated with an insufficiently skilled workforce.

According to a February 2014 survey of 800 human resources executives, more
than half find it hard to fill middle-skill jobs, particularly in finance, insurance and
healthcare. The largest companies surveyed (those with revenues greater than

S2 billion) indicate their inability to attract and retain middle skills talent frequently
affects their performance and undermines the productivity of the workforce.3

BREAKING THE MYTH THAT MIDDLE SKILLS DON'T PAY
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Unless stakeholders address this important economic and workforce imbalance
and move toward a more systematic approach to skills-based hiring, this issue will
only become more serious. Over the next five years, it's estimated that as many as
25 million new job openings will require middle skills.*
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This growth of middle-skill jobs is an attractive opportunity for candidates; these
jobs carry an increased earning potential as employers begin to pay higher wages
for these in-demand skills. However, it's necessary that individuals acquire the skills
needed to be qualified for the projected growth in the number of jobs that require
middle skills.

The real costs of the middle skills gap

When employers cannot fill or maintain positions with qualified workers, they
experience material costs to their bottom line. Employee turnover costs employers
an average of 21.4% of salaries across all job types, and vacancies are reported to

cause revenue losses for 25% of employers.®

A company can lose between $14,000 and $25,000 for every position that remains

vacant for three months or longer.®

Further, workforce fatigue also plagues employers, with 60% stating concern about
the costs associated with delays in filling their vacant positions. With a 31% increase
in the number of employers reporting open positions, between 2011 and 2014 alone,
because they cannot find qualified candidates, these costs compound quickly.”

The shift among the industries needing middle skills

Over the last 35 years, there’s been a continuing shift in which industries require
middle skills. The greatest shift is in the decrease of machine operators, construction
and agriculture, transportation and skilled production workers. In fact, in 1980,
nearly 30% of middle-skill jobs were held by the manufacturing industry. Today, it's
less than half of that.?

As the percent of middle-skill jobs that make up the US workforce has remained
relatively constant over the last decade, the type of middle-skill jobs that require
digital skills has significantly increased. Between 2004 and 2013, the middle-

skill jobs classified as digitally intensive, or requiring knowledge of software and
computer systems, grew by 12% compared to non-digital middle-skill jobs that
increased by only 1.9%.° Further, there was 10% higher demand for digital middle-
skill jobs than all high-skill jobs over the same period.’®
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It's clear that middle-skill jobs will remain in demand with 47%'" of all new
jobs between now and 2020 being projected to be middle-skill jobs. The trend
is consistent across the country, with top metro areas from Texas to Colorado
expecting to create the most opportunities.

Identifying the middle skills that create a qualified workforce

There's a mismatch between the supply and demand of skills - part of the problem

is that job requirements can be unclear.

For example, nearly 34,000 medical coding students graduated in 2013, while only
about one third took and passed the medical coding certifications necessary to
secure a full-time coding position, which suggests they didn’t fully understand the
requirements for the position.”?As employer demand for middle skills grows, the
amount of available workers who have those skills is wanting. For example, 75% of
manufacturers experience a moderate to severe shortage of talent,’> with 600,000
manufacturing sector jobs remaining vacant consistently.’
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These examples demonstrate a clear need for better identification of the skills needed
for successful job placement and for identifying a clear pathway for developing those
skills among the workforce.

For the last few decades, we have witnessed the trend of young people pursuing higher
education but not always developing the vital skills needed to manage the productivity

and success of many industries that drive the US economy.

William Symonds of Harvard Graduate School of Education notes that this societal
push for all young people to get four-year degrees contributes to a shortage of skilled
workers.'> Further, over the last 30 years, many high schools across the nation have
discontinued vocational and technical programs, eliminating an opportunity for young
people to be introduced to and learn middle skills early on.'®

We must continue to encourage our young people to pursue post-secondary
training; it will remain critical, as 63% of US jobs will require some form of
post-secondary education or training by 2018.'” We must ensure, however,
that such education and training teaches the right middle skills to develop
competitive candidates and successful employees.

To achieve this objective, employers must engage in the workforce development
process, and a necessary first step is for them to be clear about the skills they need in
vacant positions. This information will then drive educators to provide the right courses
to produce the talent to match this employer demand.

Joe Fuller of Harvard Business School is an advocate for such a model. He has publicly
recommended that employers develop long-term relationships with suppliers of
middle skills talent, such as community colleges or other third-party providers, to help
them approach the market for middle skills talent as they would any other part of their

supply chain.™

Many colleges, like Monroe Community College in Rochester, NY, are already
responding to the ebb and flow of job demand by offering fast-track, non-degree
courses that get trained students into the workforce faster, but also can be easily scaled
back or dismantled when the supply of workers meets demand.’®
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Middle skills can unlock employer success

In 2013, nearly one-third of all online postings were for middle-skill jobs, a record
number of 7.3 million.2° Approximately 600,000 jobs are posted each month requiring
middle skills, ranging in average compensation due to education and training required
beyond a high school degree and the content of the work itself?!

Companies who have implemented skills-based hiring have experienced success
in acquiring the right talent to match their needs. Specifically, they have seen
performance improvements such as: 25-75% reductions in turnover, 40-70% reductions

in time to hire, 70% reductions in cost to hire, and 50% reductions in time to train.??

The future of job placement will shift from traditional recruiting methods
of job descriptions and resumes to more practical workforce development
and skills-based hiring. Companies who adapt and proactively approach
workforce development will experience the benefits of a larger talent
pool, more highly qualified employees, greater employee performance and
increased savings.

The results of skills-based hiring are not insignificant. In one example, Inova Health
System of Northern Virginia used skills-based hiring for its Care Team Assistants and
Clinical Technicians openings and experienced a 73% decrease in turnover, equating to

$1.8 million in savings,?® while patient care increased

When Covidien Healthcare used skills-base hiring to acquire skilled production workers
for its manufacturing plant in Macon, GA it experienced a savings of $1,500 per-person
hired and improved employee efficiency and productivity.?
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- Mike Rowe, TV host, writer, narrator, producer, actor and skills advocate

“To close the gap, you have to start at the beginning... which is the definition of a good
job. If we can't agree on that, blue collar and white collar will always be apart.. STEM

and skilled will always be apart. Those things aren’'t opposites, they're two sides to the
same coin.”%¢

To meet growing demand, all employers must be willing to participate in developing a
continuity of skills held by the workforce and commit to evolving towards skills-based
hiring. Improving the candidate pool starts with employers more clearly defining the
competencies and skills needed and connecting to third-party providers that can
match their needs to market supply, as Fuller recommends, to either hire existing talent
or create a pipeline of future talent through training and educational opportunities.
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About Skill[Smart

SkillSmart's platform provides a single source of connectivity between employers,
job seekers and educators. We equip users with a deeper understanding of their
existing skills, market demand for those skills, and a clear pathway to gaining new
skills. We help people become better qualified and more marketable by analyzing
their skill sets to provide career development.

For employers, we help them identify and recruit new talent, and nurture and
grow existing talent. Our leadership team combines years of experience in human
resources, education, technology, data analytics, software development and public
administration. Our strong relationships with industry leaders throughout the
nation provide the foundation for necessary partnerships to develop the country’s
workforce to fill the demand-driven needs of employers.

Learn more about us and our technology product suite at www.skillsmart.us.
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