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Foreworp B

Bangladesh’s labour market is now dealing with the simultaneous issues of
employing a large number of young people and tackling the disruptions caused
by the Fourth Industrial Revolution (4IR). Employers’ skill requirements are
shifting as the Bangladesh economy is undergoing structural transformation.
There has been an increase in the need for employees with a broad range of skills
that complement their education. Employers are increasingly valuing soft skills in
addition to hard skills. As a consequence, young people looking for work must
possess a diverse set of skills and abilities in order to be competitive. Regrettably,
when it comes to employment readiness, Bangladesh’s youth may be lacking the
necessary skills which the country’s existing educational system cannot provide. As
a result, Bangladesh is losing out on its demographic dividend because of the high
rate of unemployment among the country’s youth.

In the above context, the Centre for Policy Dialogue (CPD), with support from
Friedrich Ebert Stiftung (FES) Bangladesh Office, has conducted this study that
investigates Bangladesh’s labour market to find out which skills are the most in
demand. As part of this study, two online surveys were carried out to understand
what skills companies want, and what degree of proficiency university students and
recent graduates have in those skills. Insights from 100 non-government employers,
combined with skills assessment scores from 500 young university students and
recent graduates, have portrayed a picture of the current set of skills demanded by
employers from different sectors of the economy and the skills possessed by youth
from different universities.




Foreword

This book is mainly intended for students in undergraduate and graduate
programmes, university professors, independent researchers, think tanks,
research institutions, international development organisations, and policymakers
in Bangladesh, South Asia, and other developing countries. It is anticipated that
the results of this research will help allocate resources more effectively in the
development of market-relevant skills for Bangladeshi youth, and also lead to
further research on similar topics in the future.

Dhaka, Bangladesh Fahmida Khatun, PhD
May 2022 Executive Director
Centre for Policy Dialogue (CPD)




Asstract |

Thelabour market of Bangladesh is presently facing the dual challenges of employing
a large young population, while coping with the disruptions caused by the fourth
industrial revolution (4IR). As the Bangladesh economy undergoes structural
change, the skills demanded by employers are also changing. Thus, it is crucial to
understand which skills are highly demanded so that resources can be allocated
accordingly. This study utilised two online surveys to understand which skills are
demanded by employers and what is the level of expertise of university students
and recent graduates in these skills. The findings of the survey on employers show
that most employers placed the highest importance on communication and English
language skills, followed by time management skills, and problem-solving skills.
The findings from the online skills assessment of university students and recent
graduates show that the lowest average scores were obtained in communication
and English language skills, and numeracy and mathematical skills. Juxtaposing
the skill preference ranking of the employers with the skill performance ranking
of the university students and graduates showed that the greatest gap existed in
communication and English language skills. However, a clear causal relationship
between skills gap and youth employment cannot be ascertained; and a general
conclusion cannot be established since the samples used in the surveys were not
collected randomly.
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Introduction

nder the backdrop of the fourth industrial revolution (4IR),
Uontemporary labour markets all over the world have become more
competitive than ever before. This is especially the case in many least
developed countries (LDCs), such as Bangladesh, which have large pools
of young workers entering their labour markets each year. Consequently,
employers now demand that workers have a wide repertoire of skills that
complement their education. The aim of this research study is to identify the
skills that have value in the labour market of Bangladesh so that resources
can be invested in the development of such skills in order to increase
earnings for workers and improve overall tightness of the labour market.

Nowadays, employers are not only looking for hard skills but also
prioritising the need for soft skills. As a result, young job seekers are
expected to have a wide range of skills and competencies for any particular
job. Education plays an integral part in developing the required skill set
of young individuals entering the labour market. Therefore, educational
institutions should put more focus on shaping the youth with both hard
and soft skills for the labour market in the era of 4IR.

The Quarterly Labour Force Survey (QLFS) 2016-17 of Bangladesh
Bureau of Statistics (BBS) reveals that, while the national unemployment
rate was 4.2 per cent, youth unemployment rate was as high as 10.6 per
cent (BBS, 2018). The share of unemployed youth in total unemployment
was 79.6 per cent (BBS, 2018). Research has shown that, in Bangladesh,
the unemployment rate was 2.7 per cent among those who have completed
primary school and 11.2 per cent among those who have completed tertiary
level education (Rahman ez al., 2021). QLFS 2016—17 also indicated that
unemployment was highest among youth with secondary level education
(28 per cent) (BBS, 2018). The graduate unemployment rate in 2015 was
32 per cent and it went up to 43 per cent in 2019 (BBS, 2018). The current
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educational system does not seem to build enough technical and vocational
skills which have the potential to create favourable labour market outcomes
(Rahman et al.,, 2021). In 201617, almost 30 per cent of the youth of
Bangladesh were not in education, employment, or training (NEET) (BBS,
2018). In Bangladesh, the percentage of female NEET is higher than
male NEET in every division and the percentage of married female youth
NEET is significantly higher than the percentage of unmarried female
youth NEET (Khatun & Saadat, 2020). On average, the unemployed youth
were found to be more educated than the employed youth in Bangladesh
(Khatun & Saadat, 2020).

This implies that, in Bangladesh, education is not empowering youth with
the right skill sets which can be deemed employable in the job market.
Prevalence of such high unemployment among youth implies that
Bangladesh is being deprived of the productivity and potential of this large
workforce. At this juncture, it is of paramount significance to conduct a
study that can pinpoint skills which are highly rewarded in the current
labour market. Such research can enlighten job-seekers and encourage
policymakers so that resources are efficiently allocated towards building
market relevant skills. Consequently, the existing skills gap in the labour
market can be narrowed. This may be conducive to the achievement of
Sustainable Development Goal (SDG) targets 8.5 (achieve full employment)
and 8.6 (reduce youth NEET) (UN, 2019).

This research study aims to explore which skills are most highly demanded
in the labour market of Bangladesh. In the aforementioned context, the
present study will address the following research questions:

1. Is there any skills gap in the labour market of Bangladesh?

2. If such gap exists, then:
a) What are the skills which are most highly demanded by employers?
b) What is the level of expertise of potential job seekers in these skills?

It is anticipated that this study will lead to two research outcomes: 1)
improved understanding of the skills that are relevant in the labour market
of Bangladesh; and ii) empirical evidence of skills gap in the labour market
of Bangladesh.




Introduction

The remainder of this book is structured as follows: Section 2 reviews some of
the past literature on the topic, Section 3 discusses the impact of COVID-19
on youth education and employment, Section 4 builds the conceptual
framework of the study, Section 5 explains the research methodology,
Sections 6 and 7 describe the findings from the surveys, and Sections 8 and 9
present concluding remarks and recommendations respectively.
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Literature Review

Bangladesh is now showing signs of a youth bulge, which means
that it is well-poised to reap the benefits of a demographic dividend
if it can capitalise on the potential of its vast young labour force.
Conventionally, the entry point for the discourse on youth unemployment
has been education. Ironically, research has shown that each additional
year of schooling increases the probability of entering NEET status by
1.16 per cent for male youth and 1.07 per cent for female youth (Khatun
& Saadat, 2020).

On the supply side, education and training institutions are often
unsuccessful in educating young adults with the proper skills and expertise
that employers demand. Weak skills limit the employment opportunities
available to young graduates (Solutions for Youth Employment (S4YE)
and LinkedIn, 2019). The existence of the skills gap in Bangladesh may be
due to the undergoing structural transformation which makes it difficult for
the potential job seekers to cope with the rapidly changing skills demand
of the employers (Khatun & Saadat, 2020).

The structures of economies have been changing in many developing
countries as the world is transforming rapidly during the 4IR. On the
demand side, lack of quality job creation and inadequate economic
development have made it difficult to close the skills gap (Solutions for
Youth Employment (S4YE) and LinkedIn, 2019). In developing countries,
the unemployment rate among graduate and postgraduate students is
the greatest, showing that the labour market plays a detrimental role in
retaining educated young adults (Bisht & Pattanaik, 2020).

In a survey conducted by the International Labour Organization (ILO) in
Bangladesh, it was found that the proportion of unemployed youth who
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searched jobs for more than a year was around 46.8 per cent (GED, 2019).
School-to-Work Transition Survey (SWTS) findings have revealed a high
correlation between a young person’s educational level and their labour
market transition, as 46.7 per cent of tertiary educated youth completed
their transition to a stable or satisfactory job, compared to 30.5 per cent of
secondary educated youths and 41.2 per cent of primary educated youth
(ILO, 2016). Education level is found to be inversely proportional to the
probability of entering NEET status among Bachelor of Arts (BA) and
Master of Arts (MA) graduates in the country (Murshid et al., 2019).

According to a recent study, the agro-food industry in Bangladesh has the
largest skill gap, followed by the readymade garments (RMG) sector (SEIP,
2017). According to the BIDS study report (SEIP, 2017), the skill gap in
the information technology (IT) sector of Bangladesh was also found to be
quite high since the demand was mostly for skilled jobs. Skills mismatch is
a reflection of the fact that education alone cannot bridge labour market
disparities. Computer skills, which may be used to complement education,
are becoming more essential in modern labour market (Khatun & Saadat,
2021). In Bangladesh, about 96 per cent of individuals who do not own a
computer have never used a computer; whereas, among people who have
a computer in their house, 67 per cent have never used it (BBS, 2015).
This shows that the people who cannot afford to have a computer have
poor computer literacy and weak ICT (information and communication
technology) skills. Around 81 per cent of the youth in rural areas lack
numeracy, reading and ICT skills (BBS and UNICEF Bangladesh, 2019).
Computer literacy skills have been found to be rare among the women in
Bangladesh. According to the Multiple Indicator Cluster Survey (MICS)
2019, only 4.6 per cent of all women had used a computer at least once
in their lifetime (BBS and UNICEF Bangladesh, 2019). Moreover, only
1.4 per cent of all women from both rural and urban areas carried out
computer related activities in the last 3 months prior to the MICS 2019 (BBS
and UNICEF Bangladesh, 2019). Two thirds of the youth in Bangladesh
who got married early did not possess any literacy skills, while half of
them lacked basic ICT skills (UNICEF Bangladesh, 2020). Furthermore,
research has shown that, in Bangladesh, workers who have used computers
earned 17 per cent more than workers who did not use computer (Khatun
& Saadat, 2021).
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According to McDonough’s most recent skills index, the shortfall in
programming and software skills is roughly equivalent to the deficit in
executive functioning skills such as time management and problem-solving
skills. The most efficient approach for companies to reduce skills gap is
providing training on both the hard and soft skills which are vital for
their positions. In order to do so, companies must first obtain knowledge
of industry-wide skills trends, their specific skills shortages, and the
underlying causes of both so that they can optimise the impact and return
of their staff training and development spending (McDonough, 2017).

As the rate of job creation is slowing down in Bangladesh, it is likely that
it may eventually give rise to social unrest and an increase in criminal
activities (Rahman et al, 2021). Lack of sufficient number of skilled
workers could be a reason behind the low level of youth employment
in Bangladesh. Even though there has been a positive growth in tertiary
education at universities, the pool of unemployed youths is growing
rapidly. In fact, Bangladesh’s employers are hiring people from foreign
countries incurring a total outflow of USD 2 million a year keeping its own
country’s youths unemployed (Rahman et al., 2021). Empirical evidence
shows that economic growth and investment in education are positively
correlated. Therefore, it has become vital for Bangladesh to implement
optimum education and human resource development policy (Rahman et
al., 2021).

The National School Assessment 2015 showed that average scores
for Bangla and Mathematics in Grade 3 and Grade 5 dropped in 2015
compared to 2013 (MoPME, 2017). This may be due to a high student—
teacher ratio and the lack of qualified teachers. Research has shown that at
grade 8, only 35 per cent of the students in Bangladesh were competent in
mathematics (World Bank, 2013). In 2017, Bangladesh was ranked 107 out
of 137 countries in terms of quality of math and science education, where
rank 1 indicated the best quality and rank 137 indicated the worst quality
(World Economic Forum, 2017). In 2016, the teacher—student ratios in
technical and vocational educational institutes were 1:27 (BANBEIS,
2017), which was short of the corresponding target of 1:12 set out in the
National Education Policy 2010 (GoB, 2010). Classroom observation
and structured interviews have found that private university students may
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have an advantage in the labour market over public university students in
Bangladesh, due to their higher proficiency in English (Farooqui, 2007).

Since education is an investment in human capital, the decision to invest
in education, just like any other investment decision, will be influenced
by potential returns from the market. Returns to higher education in
Bangladesh were found to be only 12.8 per cent (Asadullah, 2006). This
was much lower than some of the South Asian countries. For example,
Psacharopoulos and Patrinos estimated that returns to higher education
was 18.2 per cent in India, 31.2 per cent in Pakistan, and 16.1 per cent in
Sri Lanka (Psacharopoulos & Patrinos, 2004). The low returns to higher
education in Bangladesh raise questions regarding the effectiveness of
higher educational institutions in Bangladesh in developing the cognitive
and analytical skills of graduates. In 2019, Bangladesh was ranked 123 out
of 141 in terms of the skills of its current workforce, and 111 out of 141 in
terms of the skills of its future workforce (World Economic Forum, 2019).
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Impact of COVID-19 Pandemic on Youth Skills and Employment

he COVID-19 crisis has adversely affected the education and
Ttraining of youth all over the world. The disruption caused by the
pandemic had a detrimental impact on the skills and employability of
future workforce.

According to Asian Development Bank (2021), in 2020, more than the
half of all students in South Asia had no access to education during
lockdown. As a result, there was a loss of learning that may diminish the
future productivity and skills of the youth. To make up for the lost school
days, digital and online modes and platforms, such as Zoom, Google
Classroom, television, radio, and even government websites, were used to
impart education and training. While remote learning did lessen the loss of
learning owing to school closures, but its effectiveness was limited due to
the low availability of electronic devices such as smartphones, computers
and televisions in the South Asian countries.

Bangladesh’s youth has also been severely affected by the COVID-19
pandemic. According to a research by the ILO, the government-mandated
closure of schools, colleges, universities and training centres has affected
over 70 per cent of youth who are in education, or in education and
working simultaneously (ILO, 2020a). Education, training, and work have
all been affected by the COVID-19 pandemic, and their future is uncertain
(ILO, 2020b). According to ILO, one in six youth globally had to stop
working since the outbreak of the coronavirus and about 14 per cent of
those who continued working faced a reduced income (ILO, 2020a). Covid
has increased the graduate unemployment rate in South Asian countries
from 47 per cent to 58 per cent in 2020 and intensified the dearth of job
and business opportunities, worsening graduate unemployment (Shahriar
et al., 2021). On a positive note, the pandemic led to the creation of jobs
in sectors such as ICT, e-commerce, agro-based foods, healthcare services,
and creative media (Shahriar ez al., 2021).
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Conceptual Framework

‘ N 4 hilst there are many theories explaining skills gap, in the following

exposition we explore two theoretical concepts relevant for
understanding the current labour market of Bangladesh to mitigate youth
unemployment and skills gap in Bangladesh. These two theories are the
Michael Spence’s Signalling Model and Pissarides’ Job-Matching and
Beveridge Curve.

Michael Spence’s Signalling Model

Signalling is any activity undertaken by an individual with the intention
of affecting the actions and perceptions of others (Riley, 2018). Michael
Spence, in his signalling model, stated that before hiring an employee, the
employer is unaware of the productive capabilities of the employee (Spence,
1973). In the labour market, these capabilities are manifested through
indicators such as educational background, academic performance, job
or internship experience, communication skills, computer literacy skills
and other cognitive and job-specific technical skills. These indicators are
referred to as signals and these signals are alterable by the individual.
Employers observe signals such as education, and computer literacy before
making a recruitment decision. In order to be deemed highly qualified for
that specific position, the individual will invest in education and training
as there might be sufficient return for him. However, investment in such
signals like education is expensive (Spence, 1973). Therefore, cost of
education can be regarded as signalling cost. Other signalling costs include
psychic costs, monetary costs and other costs.

Spence argued that signalling costs are inversely proportional to the ability
of acquiring education. Individuals with higher productivity are able to
acquire education at a lower cost. Hence, we can say that people who have
lower costs of attaining education are comparatively more productive
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on the job (Ehrenberg & Smith, 2015). The low signalling cost for some
productive workers is a useful signal for the employer because it helps
them determine the marginal productivity of the employee. A signal like
educational attainment can be used as a hiring standard for firms to select
a suitable employee whose productivity can eventually increase the firm’s
profits (Spence, 1973).

Through the course of discussions with several employers, it has been
revealed that many employers in Bangladesh also make use of signals
to estimate the skills of job applicants. For instance, the vast majority of
white-collar job advertisements in Bangladesh usually include English
language skills as one of the required or desired skills. However, many
jobs actually do not require an employee to actively use English on a
day-to-day basis. Nevertheless, employers still continue to advertise their
requirement for English language skills since they feel that such skills are
important signal of other skills. Nowadays, Bangladeshi employers mostly
use such signals to hire young individuals with little or no job experience.
Therefore, the youth of Bangladesh can learn about these signalling tools
to strengthen their job profile and improve their chances of landing on a
job after graduation.

Pissarides’ Job-Matching and Beveridge Curve

Matching, also known as job-matching, is the process through which a
company determines whether the qualities possessed by the worker
complement the company, which in turn allows the company to make a
decision about the employability of that worker (Moscarini, 2018). The
matching function, which relates to hiring unemployed workers and job
vacancies, is the fundamental element of Pissarides’ equilibrium model
(Jackman, 2018). In this model, the possibility of a worker receiving a
job offer is determined by the ratio of vacancies to unemployment in the
relevant labour market. From this model, it is possible to generate the
Beveridge curve (Jackman, 2018).

The Beveridge curve depicts an inverse relationship between unemployed
workers and job vacancies. It is a convex and negatively sloped curve
that gives us an idea about the condition of the labour market (Yashiyv,
2018). The Beveridge curve demonstrates that in an economy, the influx
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of workers into unemployment ultimately equals the outflow, resulting
in an equilibrium. According to the Beveridge curve, vacancies represent
the demand of jobs by the workers. The Beveridge curve is suitable for
understanding the tightness or efficiency of the labour market. A high
level of vacancy and low level of unemployment would indicate a tight
labour market (Riley, 2018). If the Beveridge curve is close to the origin, it
indicates that the labour market efficiency or tightness is high, whereas if
the curve is far from the origin, it indicates that the labour market efficiency
or tightness is low. The fundamental idea illustrated by the Beveridge curve
is the search and matching theory, in which employees and employers
engage in costly searches that lead to random matching (Riley, 2018).
The speed of matching is relatively fast if the skills required by the job
vacancies are similar to the skills of the unemployed workers. In contrast,
if unemployed individuals take a long time to fill new vacancies, it implies
that the labour market is inefficient and that a skills gap may exist.

In a country like Bangladesh, where the economy is experiencing
structural change, such a skills gap is likely to emerge. This is because
structural change tends to modify employers’ demands, and these changes
in employment requirements can sometimes happen at a quicker rate than
what workers can cope with. As a result, workers are underprepared for
the skills according to the prospective employers’ demand. This leads
to a lengthy job search and matching process in which firms struggle
to locate qualified employees and employees struggle to find qualified
employers. New entries into the labour market also have an impact on the
unemployment—vacancy nexus. If newcomers have the necessary skills, job
openings will be filled swiftly, and the market will become more efficient.
However, if the newcomers lack the necessary skills, jobs will remain
unfilled for extended periods of time, and unemployment will rise. Given
that the Bangladesh’s economy is experiencing structural transformation
and that the skills gap is contributing to unemployment, it is important
to dig further into the issue to learn which skills are most in demand by
employers and which skills are most typically missing in job candidates.

Types of Skills

Before delving into the analysis of the skills gap in Bangladesh labour
market, it is important to have a clear understanding of what is meant
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by a skill and which skills will be relevant to this study. In Table 1, the

desirable skills in the job market are categorised into two types—hard
skills and soft skills.

Table 1: Types of Skills

Soft Skills Hard Skills
1. | Communication skills 1. | Subject-specific technical
knowledge
2. | Problem solving skills 2. | General knowledge and
awareness about current affairs
3. | Critical thinking skills 3. | Computer literacy
4. | Creativity 4. | Language skills
5. | Time management skills 5. | Numeracy and mathematical
skills
6. | Teamwork and leadership 6. | Operational skills, such as ability
skills to operate specialised equipment
7. | Professional networking 7. | Business skills, such as finance,
skills accounting, management,

marketing, etc.

Source: Authors’ compilation based on skills categorisation and skills hierarchy model
(Aken & Michalisin, 2007).

Soft skills are skills related to a person’s personality traits, attitudes,
behaviours and qualities that determine his or her relationship with others
in a social environment (Tsirkas e al., 2020). These soft skills are based
on actions and experiences, such as idealism, values, and emotions (Sopa
et al., 2020). On the other hand, hard skills are cognitive and technical
skills associated with an individual’s capability to perform a certain goal,
activity, operation or task (Tsirkas e al., 2020). Hard skills are associated
with knowledge in science, technology, and technical abilities (Sopa et al.,
2020). This includes job-specific skills such as practical skills, business
skills, language skills, and computer literacy skills. Both soft skills and hard
skills increase an individual’s productivity significantly, and also increase
the chance of employment (Balcar, 2016).
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Methodology

he proposed study was carried out using primary data collected
T through two surveys: a survey on employers, and a survey on university
students and recent graduates. In the survey on employers, hiring managers
of 100 non-government employers from various sectors of economy
were interviewed to understand what are the skills they are looking for
in potential employees. Non-government employers were selected from
companies such as, inter alia, pharmaceutical companies, hotels and resorts,
telecommunication companies, banks, real estate development companies,
architectural and engineering firms, research organisations, development
sector organisations, higher education institutes, hospitals, law firms, and
accounting and auditing firms. Owing to time and resource constraints,
a flexible purposive sampling strategy was used, with the overall goal of
obtaining responses from as many different sectors as possible. Based on
the information provided by the employers, a Skills Assessment Test was
designed by the research team using various international standardised
test. A draft Skills Assessment Test was sent to the hiring managers who
participated in the survey of employers, for review and feedback. Based on
the comments received from the hiring managers, the Skills Assessment
Test was finalised.

The survey on students and graduates was carried out on 500 young
university students and recent graduates, aged between 18 and 35, from both
public and private universities in Bangladesh. These students and young
graduates were from different fields of study including Medical Science,
Business Management, Engineering, Law, Architecture, Economics and
Social Science. They were students pursuing their bachelors and master’s
degree, as well as young graduates who graduated in the past 12 months,
and were looking for jobs. They had to take an online Skills Assessment
Test which helped us evaluate their level of expertise on the skills which the
employers have identified as important. Data from the Skills Assessment
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Test were analysed in order to understand the gap between the skills
required by employers and skills possessed by university graduates.

The Skills Assessment Test was accompanied by a short survey
questionnaire. This questionnaire collects data on other variables which
may influence youth employment, such as, inter alia, number of years
of education of the respondent, number of years of education of the
respondent’s father, number of years of education of the respondent’s
mother, respondent’s father’s occupation, respondent’s mother’s
occupation, language of instruction during primary education and
secondary education, gender, and existence of physical disabilities.

Among the 500 respondents at the graduates’ survey, 34.1 per cent were
born in Dhaka, 11.1 per cent were born in Cumilla, 7.9 per cent were born
in Chittagong, and the remaining were born in other parts of Bangladesh.
With regard to gender, 64.4 per cent of the respondents were male and
35.6 per cent of the respondents were female. In terms of the access to
technology, 85.7 per cent had access to computer and 86.3 per cent had
access to fixed broadband internet connection. Among the respondents,
43.8 per cent had studied at school in Dhaka, and 88.3 percent followed
the national curriculum in their schools. Graduates from a total of 38
different universities in Bangladesh participated in the survey. Among
these 38 universities, 57.5 per cent were located in Dhaka, and 78.1 per
cent were public universities.

The principles of voluntary participation and informed consent were
followed whilst conducting the aforementioned surveys. Moreover, all of
the respondents were fully informed about the procedures involved in the
research and were asked to explicitly give their consent to participate. The
identities of the participants of this study were kept anonymous and the
information obtained from them were used for research purposes only.







CHAPTER

FINDINGS FROM THE
SURVEY ON EMPLOYERS



Findings From the Survey on Employers

n order to analyse the existing skills gap among the youth in labour

market, an online survey was conducted in November 2021 where
responses were collected from 100 major non-government employers
from different sectors of the economy to understand which skills they
were looking for in potential employees. The survey respondents included
HR managers, managers, executive directors, and high officials from the
respective organisations who were involved in the recruitment process.
Figure 1 shows that the highest percentage of respondents in the survey
of employers belonged to the manufacturing and information and
communication sectors.

In Figure 2, the distribution of the number of employees is illustrated.
When asked about the total number of employees the companies currently
have, 29 employers responded that they have more than 1500 employees,
while 19 employers responded that they have less than 100 employees.
Finally, 21 employers said that they have between 300 and 600 employees.

Figure 3 shows the constraints that the employers believe may prevent their
employees from producing the best output. Each employer was allowed to
select more than one response to this question. The four major constraints
were: 1) lack of motivation; ii) insufficient training; iii) lack of skills; and
iv) inability to use new technology. Lack of skills was mentioned by 38
employers as one of the constraints that prevent their employees from
producing the best output. This indicates that lack of skills may be one of
the major constraints among employees in the labour market.




Skills Gap and Youth Employment

Figure 1: Broad Sector of Industry
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Figure 2: Current Number of Employees in the Respondent’s
Company
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Source: Authors’ illustration based on the survey conducted by CPD.
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Figure 3: Constraints That May Prevent Employees From Producing
the Best Output
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The economy of Bangladesh is undergoing structural change due to a shift
in output and employment from the agricultural sector to the industrial
sector and then to the service sector. It was found that 40 per cent of
the employers responded that, due to an advancement in technology,
their employees may need to acquire new skills over the next 12 months.
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Meanwhile, 20 per cent employers expected that the establishment of new
working practices, such as remote working will result in a need for new
skills while 18 per cent employers expected that the development of new
products or services will result in a need for new skills (Figure 4).

Figure 4: Structural Change Which Will Cause a Need to Acquire
New Skills Over the Next 12 Months
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Source: Authors’ illustration based on the survey conducted by CPD.
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In the survey, the employers were asked how often does their company hire
individuals with occupation-specific skills. It was found that 29 per cent
employers always hired individuals with occupation-specific skills, whereas
30 per cent employers quite often hired individuals with occupation-
specific skills. Only 11 per cent employers did not hire individuals with
occupation-specific skills very often (Figure 5).

Figure 5: Companies Hire Employees with Occupation-Specific
Skills

35~

30
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Source: Authors’ illustration based on the survey conducted by CPD.

The three most important factors that employers consider while making a
hiring decision were found to be soft skills, hard skills, and number of years
of experience (Figure 6). In the survey, 83 employers selected soft skills,
65 employers selected hard skills and 51 employers selected number of
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Figure 6: The Three Most Important Factors Considered While
Making a Hiring Decision
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years of experience as important factors that are considered when making
a hiring decision.

Hiring decisions are quite hard to make, and a number of factors are
considered before making the right choice to hire a potential candidate.
From the survey, it was found that 44 per cent of the employers never
hired foreign or non-Bangladeshi national workers, while 34 per cent
employers hired foreign workers because such workers had better skills
compared to Bangladeshi workers. Moreover, 12 per cent employers said
that they planned to hire non-Bangladeshi nationals (Figure 7). This shows
that, even though some employers are hiring or planning to hire foreign
nationals, most employers still preferred hiring Bangladeshi workers in
their companies.

Figure 7: Recruitment of Workers Who Are Non-Bangladeshi
Nationals
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Per cent

Yes No, but No Don't know
plan to

Source: Authors’ illustration based on the survey conducted by CPD.
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Figure 8 presents how often employers hired skilled foreigners because
Bangladeshi applicants with such skills could not be found. Fifty-one per
cent employers responded that they did not hire skilled foreigners that often,
while 21 per cent employers responded that they have never hired skilled
foreigners. Only 26 per cent employers said that they often hired skilled
foreigners as the required skills are not found in the Bangladeshi workers.

Figure 8: Employers Hiring Skilled Foreigners Because Bangladeshi
Applicants With Proper Skills Could Not Be Found
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Source: Authors’ illustration based on the survey conducted by CPD.

From the survey, it was found that 46 employers found it hard to fill their
vacancies because of the low number of applicants with the required skills.
On the other hand, 35 employers found it difficult to fill their vacancies
because of the lack of qualifications and 32 employers found it difficult to
fill their vacancies because of their work experience demands. This shows
that, among other reasons, lack of skills in the applicants was a major
reason why vacancies were hard to fill (Figure 9).




Skills Gap and Youth Employment

Figure 9: Reasons Behind the Difficulties in Filling Vacancies in the
Companies
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Source: Authors’ illustration based on the survey conducted by CPD.

When asked about the skills that were lacking in most of the applicants,
56 employers mentioned professional networking skills, 53 employers
mentioned critical thinking skills, and 48 employers mentioned numeracy
and mathematical skills (Figure 10). Due to the lack of such skills,
employers face a hard time filling out job vacancies in their companies.

Soft skills were considered to be quite important according to 41 per cent
of the employers and most important according to 43 per cent of the
employers who participated in the survey (Figure 11). This shows that,
while hard skills were vital, it was more important for the recent graduates
to have significant soft skills. It appears that this was the new paradigm
adapted by the employers during the 4IR. Employers no longer looked for
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Figure 10: Most Important Skills Lacking in the Applicants Which
Makes It Hard to Fill Vacancies in Companies
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occupation-specific technical and practical skills only, but also looked for
personal knowledge and behavioural skills.




Skills Gap and Youth Employment

Figure 11: Importance of Soft Skills Over Hard Skills According to
Employers
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Source: Authors’ illustration based on the survey conducted by CPD.

The survey findings show that 61 employers mentioned communication
skills as one of the most important skills which they expect from graduates.
Problem-solving skills and critical thinking skills were also deemed quite
important according to many of the employers. Other soft skills such as
creativity, time management, teamwork and leadership were also highly
important for the recent graduates to possess according to employers
(Figure 12). Among the hard skills, 20 employers said that computer
skills were important while 17 employers said that technical skills and
subject-specific knowledge were important skills which they expected from
graduates (Figure 12).

The survey findings show that 93 employers considered communication
skills as the most important skill, while 91 employers chose time
management and 88 employers chose problem-solving skills as the most
important skills (Figure 13).

Among the hard skills, 85 employers ranked computer skills and 81

employers chose technical skills as the most important hard skills
(Figure 14). Other hard skills such as general knowledge, business skills,
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Figure 12: Most Important Skills That Employers Expect From the
Graduates

Critical thinking skills
Problem solving skills

Creativity
Communication skills

Time management

Teamwork and
leadership skills

Professional
networking skills

Technical skills and
subject-specific knowledge

English language skills

Computer skills

Numeracy and
mathematical skills

Business skills, such as
finance, accounting, etc

Operational skills, such as ability
to operate specialised equipment

General knowledge and
awareness about current affairs

0 20 40 60 80

Number of responses

Source: Authors’ illustration based on the survey conducted by CPD.

and numeracy skills were relatively less important skills, according to
the employers.
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Figure 13
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Hard Skills Considered the Most Important by Employers
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Findings From the Survey on Students

n order to evaluate the proficiency of youth in various skills, an online
I skills assessment was conducted. This online skills assessment consisted
of 100 questions which tested six soft skills and four hard skills of the
young participants. Table 2 shows the detailed breakdown of the online
skills assessment.

Any individual was allowed to participate in the online skills assessment,
as long as they fulfilled the following criteria: i) born in Bangladesh; ii)
aged between 18 to 35 years; iii) currently not working full time in any
formal job; iv) currently studying, or have completed last university degree
within the last 12 months, at any university located in Bangladesh; v) never
studied outside Bangladesh at any educational institution at any level for
any duration of time; and vi) did not participate in Bangladesh Labour
Force Survey 2016-17.

Data of the scores of the online skills assessment were analysed using a
number of statistical techniques. It was assumed that if there was no skills
gap, then skills assessment scores would be normally distributed since
some individuals would have low level of skills, some individuals would
have high level of skills, but most individuals would have a moderate level
of skills. Results from the tests of normality show that the scores of the
online skills assessment were not normally distributed (Table 3). This
indicates that there may be a skills gap among the university students and
recent graduates who were assessed.

Based on the ranking of the skills preference of the employers, an
employability index was calculated. Each skill score was assigned a weight
which was proportional to the skill preference ranking of the employers.
Highly preferred skills were assigned a high weight, whereas less preferred
skills were assigned a low weight. Due to this weighting, high scores in
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highly preferred skills would increase employability more than high scores
in less preferred skills. The weights were also selected in such a way that
the value of employability index ranged from 0 to 100, with zero indicating
the lowest employability and 100 indicating the highest employability
(Table 4).

Table 4: Employability Index

Skills Employer | Mark Allocation | Weight | Weighted

Preference | In Assessment | Assigned Value
Ranking

Communication 1 28 1.32 36.96

and English

language skills

Time 2 10 1.30 13.00

management

skills

Problem solving 3 10 1.17 11.70

skills

Teamwork and 4 7 1.15 8.05

leadership skills

Critical thinking 5 10 0.77 7.70

skills

Creativity 6 9 0.75 6.75

Computer skills 7 10 0.66 6.60

Business skills 8 0.58 4.60

Numeracy and 9 0.58 4.60

mathematical

skills

Total 100 100

Source: Authors’ compilation based on survey data collected as part of the study.

In order to further understand the nature of the skills assessment
scores, kernel density plots of the scores of each skill were generated
and juxtaposed with the kernel density plots of a normal distribution
(Figure 15).
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Figure 15: Kernel Density Plots of Skills Assessment Scores
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(Figure 15 contd.)

E. Critical thinking skills score
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(Figure 15 contd.)

E. Critical thinking skills score
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(Figure 15 contd.)

G. Computer literacy score
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From the kernel density plots, it can be seen that there were high densities
of low scores in communication skills, and numeracy and mathematical
skills. On the other hand, the kernel density plots also show that there were
high densities of high scores in creativity, teamwork and leadership, and
time management. This is further confirmed from violin plots of the scores
of skill assessment which show that the median scores for communication
skills and numeracy were significantly lower than other skills such as
creativity or teamwork and leadership (Figure 16). Interestingly, the kernel
density plot of the employability index is surprisingly close to the kernel
density plot of the normal distribution.

In order to evaluate whether there was any gap in the skills demanded

by the employers and the skills possessed by the university students and
graduates, a ranking of the skills performance of university students and

Figure 16: Violin Plot of Skills Assessment Scores
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Source: Authors’ illustration based on the survey data collected as part of the study.
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graduates was developed, based on the average scores obtained by the
university students and graduates in each skill that was tested through the
online assessment. The skills gap was calculated by subtracting the skill
performance ranking of the university students and graduates from the skill
preference ranking of the employers (Table 5). Negative values of the skills
gap indicate that the skill performance ranking of the university students
and recent graduates was lower than the skill preference ranking of the
employers. On the other hand, positive values of the skills gap indicate that
the skill performance ranking of university students and recent graduates
was higher than the skill preference ranking of the employers. And finally,
a skills gap value of zero indicates that the skill performance ranking of the
university students and recent graduates was equal to the skill preference
ranking of the employers (Table 5).

Table 5: Skill Preference of Employers, Skill Performance of
University Students and Graduates, and Skills Gap

Skill Ranking
§ o I o
G s 88T 38
- S5 S5.8| §s5¢8
o0 o S’ EZ E g &} - g
s z = S.E8g o2& 8
by = & e SED T & = % <
3 TEE |TEZEE| TEE
< 7R LR onO nE

Communication and 31 1 8 -7

English skills

Time management 53 2 3 -1

skills

Problem solving 45 3 5 -2

skills

Teamwork and 55 4 2 2

leadership skills

Critical thinking 49 5 4 1

skills

Creativity 64 6 1 5

Computer literacy 44 7 6 1

(Table 5 contd.)
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(Table 5 contd.)
Skill " Ranking
L
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Business skills 43 8 7 1
Numeracy and 24 9 9 0
mathematical skills

Source: Authors’ calculations based on survey data collected as part of the study.

Based on the calculations, it was found that the greatest skill gap existed
in communication and English skills, since the skill preference ranking
of the employers for this skill was the highest, but the skill performance
ranking of the university students and recent graduates for this skill was
the second lowest. Gaps were also uncovered in time management skills
and problem-solving skills. It is important to note that gaps were observed
in the top three most highly preferred skills by the employers. However,
skill surpluses were observed in teamwork and leadership skills, critical
thinking skills, creativity, computer literacy, and business skills, since the
skills performance ranking of the university students and recent graduates
for these skills was higher than the skills preference ranking of the
employers. In case of numeracy and mathematical skills, it was observed
that there was neither any skills gap nor any skills surplus, as the skills
performance ranking of the university students and recent graduates was
equal to skills preference ranking of the employers.
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Conclusion

odern labour markets throughout the world have grown more
Mcompetitive than ever before as a result of the 4IR. Employers
increasingly expect individuals to have a diverse set of talents to
supplement their schooling. The goal of this study was to determine which
skills are valuable in Bangladesh’s labour market. In order to accomplish
this goal, two online surveys were conducted in order to understand the
skill preferences of the employers and the skill performance of university
students and recent graduates.

The findings of the survey of employers show that most employers tend
to prefer soft skills over hard skills. Within soft skills, most employers
placed the highest importance on communication skills, followed by time
management skills and problem-solving skills. In terms of the hard skills,
most employers placed the highest importance on subject-specific technical
knowledge, computer literacy, and English language skills.

Findings from the online skills assessment of university students and recent
graduates show that the highest average score was obtained in creativity,
whereas the lowest average scores were obtained in communication
and English language skills and numeracy and mathematical skills.
Kernel density plots showed that there was a high density of low scores
in both communication and English language skills and numeracy and
mathematical skills.

Juxtaposing the skill preference ranking of the employers with the skill
performance ranking of the university students and graduates showed
that the greatest gap existed in communication and English language
skills. However, a clear causal relationship between skills gap and youth
employment cannot be ascertained and a general conclusion cannot
be established since the samples used in the surveys were not collected
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randomly. Given the time and resource constraints, the surveys were
conducted with small samples and were not nationally representative. Since
the surveys were administered online, it was not possible to determine if
the employers or students answered the questions seriously, or simply went
through the questionnaire for the sake of completing the survey. Moreover,
the skills gap identified may not be valid over time and space, since the skills
required by employers and the skills possessed by workers may change over
time and may be different for labour markets in different countries. Given
the exploratory nature of this study, these limitations were anticipated.
Nevertheless, this study provides a useful starting point for further and
more rigorous research on this topic.
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Recommendations

n light of the findings of this study, a number of recommendations are
I put forward for policymakers. These recommendations have been
divided into four groups, based on the role of each relevant stakeholder in
reducing the skills gap in the labour market of Bangladesh.

Role of government

In order to provide improved learning opportunities, the government
should invest in education and training for the youth. It should collaborate
with the private-sector and should invest in improving the public-sector
educational institutes so that a greater number of students from low-
income households may acquire quality education. The government should
include skill-based curricula and place more importance on practical and
real-life situations in the syllabus rather than theoretical scenarios. The
government should also re-design skill development curriculum, such as
technical and vocational education (TVET), based on the market demand.

Role of educational institutions

A comprehensive reform of the education system is required for the students
to develop soft skills along with hard skills. To promote learning, course
content must be revised on a regular basis. Educational institutes should
address the gap between recruiters’ demand and/or expectation from the
graduates, and the skills that the graduates actually possess. Educational
institutions should align their curriculum with market demands, ensuring
that students are more equipped for the job market. Short courses on
diverse skills, including soft skills, must be organised to boost the job
market relevance of education. University teachers should encourage and
motivate students to participate in discussions during the class lecture, in
order to improve their communication skills. All educational institutes
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should have career counsellors who will help students identify their
strengths, prepare curriculum vitae (CV) and job applications, and engage
in entrepreneurship from an early age. Students should also be encouraged
by the educational institutions to take part-time jobs and training
programmes. Moreover, both public and private universities should make
internships mandatory for students for all degrees to graduate. This will
reduce their school-to-work transition and provide them an exposure to
the job-world. When it comes to making the transition from university
to job, the youth should be educated on all the options accessible in the
market. Furthermore, collaboration between industry and academia could
help reduce the school-to-work transition. Job fairs can also be organised
so that effective interaction between graduates and employers may inform
future job seekers about the skills that are in demand in the upcoming
labour market. Exposure to potential occupations and their hiring criteria
will assist students in preparing for their careers. Employers who are
experiencing a scarcity of skilled employees may also benefit from this.

Teachers should acquire ICT skills in order to help their students to be
more skilled in computer operation and technology because employers
believe that digital skill development should be prioritised. Computer and
internet connectivity should be expanded, particularly in rural regions.
Programming and coding can be taught in the classroom to boost the
chances of getting work in the fast-modernising manufacturing and service
industries, where there is a scarcity of skilled workers.

Role of employers

Companies can arrange trainee programmes for the graduates to
make them ready for work. They also need to create a positive work
environment for all, especially women, and encourage innovation among
the employees. Active learning can be stimulated by arranging trainings,
seminars, and workshops for the young graduates and employees. This
will help improve soft skills like communication skills, networking skills
and leadership skills. Technical and vocational training can be provided
by the employers to upskill young individuals. Many big tech companies
such as Google, Facebook, and Amazon now offer short online training
courses which are specifically tailored to the needs of their own companies.
Prospective job applicants may take such short online training courses,
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improve their skills and increase their chances of finding employment.
In the same light, companies from beyond the tech industry should also
follow suit and introduce tailor-made short online training courses for
young job seekers. Existing TVET curricula and study materials should
be re-designed on a yearly basis. Training materials must be updated
to reflect the current state of the industry and highly-skilled trainers
should be recruited to provide training related to that specific field of
work. Moreover, employers may collaborate with training institutions to
encourage youth NEET to participate in skill-development programmes.
Skills development programmes should be updated to mirror the fast-
paced nature of technological progress. Training for the informal sector
needs to be strengthened as well.

Equal employment opportunities should be provided to all capable
applicants, regardless of gender, age, race, religion, ethnicity, or political
affiliation. Employment should be based on merit, and entry-level job
experience requirements should be lowered to ensure that young applicants
have a fair shot in the employment market. Moreover, companies can hire
students either on a part time basis, or during their semester break so that
students can learn practically, and have an understanding of the operations
of the companies and also make decisions about the kind of career that
they want to build.

Role of the university students and recent graduates

Students should take personal initiatives to develop their fundamental
writing and critical analysis skills with extra-curricular activities. They can
also take some online courses to improve their skills in a particular field of
knowledge. To improve their English writing skills, students may practice
writing in English journals, newspaper articles, or even webpages. Verbal
and non-verbal communication skills can be enhanced by socialising with
people from various backgrounds and even by taking part in different
youth conferences and training programmes. They may also undertake
short courses which provides certificates, as it expands their skills and
knowledge and also adds value to their CV. Being focused and working
towards a particular passion may help young job seekers get their desired
job. Moreover, from an early age, young people should be exposed to new
business concepts and taught the skills necessary to establish and manage
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a firm. In this regard, schools should not propagate social stereotypes
about academic disciplines, and should encourage good students to study
commerce and business subjects. Besides, aspiring young entrepreneurs
should be given financial assistance through access to financing from
financial institutions and government incentives.
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Which skills are the most highly demanded by the
employers in Bangladesh? Are Bangladesh’s
university students graduating with the right skills
for the modern labour market? Is there any skills
gap in the labour market of Bangladesh which is
affecting youth employment? These questions,
inter alia, are answered in this study, and the aim is
to identify the skills that have value in the labour
market of Bangladesh. Two online surveys were
conducted in order to understand which skills are
demanded by employers and what is the level of
expertise of university students and recent
graduates in these skills. It is hoped that the
findings of this study will be useful for allocating
resources efficiently in the development of
market-relevant skills for the youth of Bangladesh.
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