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Abstract 

      Post-secondary education (PSE) institutions in Canada serve as the primary means by which most 

individuals in highly skilled occupations gain the qualifications necessary to succeed in the labour 

force. For this reason, their responsiveness to changes in the labour market is essential to ensuring a 

productive economy. 

 

      Currently in Canada, employers of specific occupations and in certain regions are reporting that 

they are experiencing shortages of skilled workers. At the same time, employers across various 

sectors are stating that PSE graduates are lacking certain skills, including basic literacy and numeracy 

skills, soft skills, specific specializations and combinations of degrees. 

 

      In the labour market, as shortages in particular occupations or for particular skills emerge, 

employers are normally expected to respond in a variety of ways, including increasing wages. This in 

turn, attracts more people to the profession until the shortage is filled. This system, however, is 

dependent on the responsiveness of the PSE system to changes in the labour market. In theory, the 

higher wages and other incentives in occupations facing shortages should encourage more students to 

want to pursue related fields of studies. PSE institutions would then be expected to respond to the 

increased demand by increasing enrolment or the quantity of seats supplied.   

 

      In practice, there are many factors constraining this responsiveness in programs with increased 

demand both on the supply and demand sides. For example, many people in the PSE system do not 

believe it is their responsibility to be responsive to the labour market. PSE institutions also face 

institutionalized constraints and cultural or governance factors which make responsiveness slow and 

difficult. Furthermore, students do not always receive the signals from the labour market, nor know 

how to respond even when they do. Employers are also demanding new types of skills and 

combinations of skills that may not appear to be in shortage in traditional measures of collecting 

labour market information. This likely means there are shortages in the populace’s skillsets that are 

going unnoticed by policy makers, students and the PSE system alike.  

 

      That being said, Canadian PSE institutions have managed to do a reasonable job at responding to 

changes in the labour market in the past. Furthermore, there are examples of universities, and 

particularly colleges, which have responded by finding ways to increase their students’ employability 

skills on an ad hoc basis. These include co-op programs and PSE-private sector partnerships for 

experiential learning and curricula development. Some institutions have also increased extra-

curricular activities on their campus to improve their students’ skills while also maintaining academic 

freedom.  

 

      Other countries have taken far more action to make their PSE systems more responsive to their 

labour markets on a system-wide level. Australia, Germany, the United Kingdom, Sweden and 

France, all have good practices that Canada could learn from. This paper recommends following their 

models in improving the collection and dissemination of learning and labour market information to 

help students make better informed decisions and help PSE institutions to be more responsive to 

current skills needs. It also recommends increasing experiential learning opportunities and 

partnerships for curricula reform between the private sector and the PSE system in order to ensure a 

level of responsiveness necessary for graduates to succeed in the labour market and for the country to 

remain competitive.  
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Introduction  

     As the economy continues to recover from the 2008 recession, politicians, the media, 

employers and academics have discussed and debated skill pressures and alleged impending 

shortages. These are expected to occur, in large part, due to demographic changes, the ongoing 

globalization of markets, industrial re-organization, and the process of technological change. 

Prime Minister Stephen Harper has described skill shortages as “one of the most significant 

economic challenges facing the country.”
1
 There appears to be a consensus among politicians, 

academics, and industry that Canada is facing a shortage of employees in the skilled trades in 

some regions of the country, particularly in the West. However, less clear is the argument that 

there are also regional and occupational shortages, mismatches, or shortages of required 

competencies in more highly skilled occupations. It is these occupational and competency 

shortages in highly skilled occupations that are the focus of this paper.  

      Although Canada’s economy overall has been performing relatively well post-recession, the 

country still has over 1.3 million unemployed citizens, including a high youth unemployment 

rate (13.6%), and other under-represented groups who continue to struggle with weak labour 

market attachment.
2
  At the same time, employers are reporting that they cannot find workers 

with the skills they require.
3
 These figures imply that there are disconnects in the labour market 

for certain occupations in certain locations across the country. Not only are these employers 

reporting shortages of educated people in particular sectors, there is also evidence pointing to 

people graduating with relevant degrees but who allegedly do not possess the “right” skills 

                                                           
1
 Stephen Harper as cited in Tavia Grant, “Why Canada’s Labour Mismatch is Getting Worse,” The Globe and Mail, 

November 29, 2012, http://www.theglobeandmail.com/report-on-business/economy/economy-lab/why-canadas-

labour-mismatch-is-getting-worse/article5793941/ (accessed June 15, 2013). 
2
 “Labour Force Survey,” Statistics Canada, February 2014, http://www.statcan.gc.ca/daily-

quotidien/140307/t140307a001-eng.htm (accessed March 7, 2014).  
3
 “The New Canada Job Grant,” Economic Action Pan 2013, http://www.budget.gc.ca/2013/doc/themes/skills-

eng.pdf: 2. 
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required to participate effectively in the labour market. These problems of skills mismatches and 

competency shortages will only get worse as future demographic changes result in fewer people 

in the workforce, and the changing nature of the knowledge economy, including the on-going 

advent of new technologies, cause skills requirements to change rapidly. In order to remain 

globally competitive, decrease unemployment rates, and keep productivity high, Canada must 

work to diminish these skills mismatches.  

       Post-secondary education (PSE) institutions, as one of the primary pathways to employment 

in Canada, play a vital role in ensuring the labour market operates effectively. They do so by 

creating openings within particular programs to fulfil the demands of students who then, in a 

well-functioning system, create the supply of graduates who ultimately meet the needs of 

employers.  

      Colleges in Canada work with employers as part of their mandates to ensure that students are 

gaining the skills necessary for work. The mission of universities however, is less clear. There 

are differences of opinions in the country as to the role of universities. Some believe that 

universities should be training students and providing them with job-ready skills to succeed in 

the labour market. Others view universities as places of higher education concerned with higher-

level skill development that provide their students with a broad understanding of themselves and 

of the world around them. The view subscribed to differs, both within and between institutions, 

with some focusing more on traditional roles and others focusing more on cultivating their 

students’ skills to ensure they are able to integrate into the labour market. Relatively more 

institutions are also beginning to act as major training grounds for advanced professions, such as 

physicians, lawyers, engineers, accountants, computer scientists and business managers, which 

stand in stark contrast to the typical research institutions. The controversy can also be seen 
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within individual institutions with different faculties and professors holding varying views on the 

role of the university in modern society.  

      This paper brings together various viewpoints to identify the current rhetoric extolled by 

faculty members, PSE administrators, and employers regarding the response of the PSE system, 

and universities in particular, to changes in the labour market. It subsequently evaluates how 

effective they have been at responding. It also points to areas where future research could be 

conducted to gain a better idea of the state of PSE responsiveness in Canada. It then looks to 

international examples of governments implementing policies to better connect their educational 

institutions to the needs of the labour market, as potential examples for Canada. The paper 

concludes with policy recommendations, including ways in which the PSE system in Canada 

could be adapted to further address some of the underlying issues resulting in skills mismatches 

and competency shortages.  

 

Part I: Skills Mismatches and Competency Shortages 

Defining Labour Shortages, Skills Mismatches, and Competency Shortages 

      In order to understand the role of universities in addressing skills pressures, it is important to 

define skills shortages, skills mismatches, and competency shortages in order to distinguish them 

from one another. For the purposes of this paper, a skills shortage can be defined as a situation 

whereby employers cannot fill vacant positions, despite their offering of higher wages and other 

non-wage incentives, because there is an insufficient supply of qualified workers. In other words, 

a skills shortage takes place when the supply of skilled workers is insufficient to meet 

employers’ demands at prevailing market wages and employment conditions.
4
  

                                                           
4
 Other indicators of shortages include increased hours of work, increased recruitment efforts, and the offshoring or 

automating of certain aspects of the job.      
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      A skills mismatch, on the other hand, is when there are shortages of workers with the right 

skills in some areas despite a surplus in others. This can take the form of a regional mismatch 

when there are, for example, shortages of workers in Alberta and an oversupply in 

Newfoundland. It can also take the form of an occupational or field of study mismatch, when 

there are, for example, too many students studying humanities and not enough studying science, 

technology, engineering or mathematics (STEM).   

       A job seeker may experience vertical or horizontal mismatches depending on their level and 

field of study.
5
 A vertical mismatch occurs when a candidate is either over or under-qualified for 

a job.
6
 For example, a graduate with a master’s degree applying for a job requiring a bachelor’s 

degree faces a vertical mismatch. A horizontal mismatch occurs when the level of education or 

qualification corresponds to the job requirements but the field of education does not.
7
 For 

example, a high-school teacher who is assigned a course or subject outside of their expertise 

could be said to be horizontally mismatched. 

      Related to skills mismatches are shortages of competencies required for the labour market. 

These take place when employers cannot fill vacancies because workers’ skills, competencies, or 

work experience are not aligned with job requirements, even though their educational attainment 

may be. Competencies, like formal education, are critical to success in the labour market. 

Competencies include basic literacy and numeracy skills; soft skills or non-cognitive skills like 

creativity and problem-solving abilities; and, applied knowledge gained through work 

experience. These components tend to be just as important to employers as educational 

                                                           
5
Michael J. Handel, “Skills Mismatch in the Labour Market,” Annual Review of Sociology, Vol. 29 (2004): 135-

165.  
6
“The Skill Matching Challenge: Analysing Skill Mismatch & Policy Implications,” European Centre for the 

Development of Vocational Training (Luxembourg: Publications Office of the European Union, 2010).  
7
 John Sutherland, “Qualifications mismatch and skills mismatch,” Education + Training, Vol. 54, No. 7 (2012): 

619-632. 
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attainment. A 2013 survey of executives from 42 different countries, including Canada, revealed 

that two-thirds of respondents felt that job candidates lacked soft skills.
8
 Shortcomings in these 

skills and competencies can result in a variety of outcomes, including job seekers not being 

hired, being overlooked for promotion, or experiencing wage penalties. For example, workers 

with technical expertise may lack teamwork and communication skills required for more senior 

positions. Engineers Canada has reported that many engineers lack the leadership skills required 

for management positions.
9
 In this case, the issue is not the supply of engineers, but rather the 

possession of the right skills among engineers.  In this way, skills mismatches and competency 

shortages are qualitative, as opposed to skills shortages which are quantitative. 

 

Challenges Measuring Skills Pressures 

      Due to varying definitions of skills and inconsistent data, skills mismatches and shortages are 

difficult to identify across industries and regions. Partially due to issues of sample sizes, labour 

market data is collected at a high level in Canada, thereby allowing for instances of shortages in 

particular occupations to go undocumented. Complicating the issue further is the fact that skills 

mismatches may also coexist with quantitative mismatches, i.e. skills shortages, such as a deficit 

of French teachers within an overall teacher surplus. Despite these challenges, skills mismatches 

can be measured with empirical studies, by analyzing job requirements, or with self-assessment 

surveys. Unfortunately, there are very few examples of such surveys in Canada.
10

 Instead, the 

majority of literature in Canada cites the substantial returns of university education and the 

relatively high employment rate as evidence that the university system is doing a good job in 

                                                           
8
 “Talent Shortage Survey Research Results,” ManPower Group (2013): 8. 

9
 “The Engineering Labour Market in Canada: Projections to 2020,” Engineers Canada, October 2012, 

http://www.engineerscanada.ca/sites/default/files/w_Engineering_Labour_Market_in_Canada_oct_2012.pdf, 

(Accessed December 23, 2013): 25. 
10

 “Labour and Skills Shortages in Canada: Addressing Current and Future Challenges,” Report of the Standing 

Committee on Human Resources, Skills and Social Development and the Status of Persons with Disabilities (House 

of Commons Canada, 41
st
 Parliament, First Session, December 2012): 4. 
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preparing students for the labour market. They do not factor in the opportunity cost, or how 

much better the rates could be, if the students had studied something else. Questions about job 

satisfaction available in the National Graduate Survey can be useful for identifying mismatches 

on a broad scale, particularly cases of underemployment; however, these types of surveys are 

subjective, sometimes unreliable, and difficult to compare due to varying methodologies.   

      There also do not appear to be any surveys currently in place in Canada which seek to 

identify any shortages in graduates’ competencies. Education is widely used as a proxy variable 

for competencies. For example, the National Occupational Classification compares education to 

job requirements to identify mismatches. While it is acceptable as a baseline indicator, level of 

education only reflects one aspect of a worker’s abilities. Work experience, natural ability, and 

other competencies are not captured by these indictors. Using literacy levels as an indicator 

attempts to work around this challenge for that one particular competency.  

 

 

Skills Shortages and Competency Shortages in the Canadian Economy  

      Despite the difficulties mentioned above in substantiating their claims, employers across the 

country have been reporting sectorial shortages in their industries and a shortage of competencies 

in their new employees.  

 

Sectorial Shortages    

      According to a CIBC report, specific industrial sectors facing skills shortages in Canada 

include: mining; oil and gas; science, technology, engineering and mathematics (STEM); health; 

business (MBA’s); and, information and communications technology (ICT).
11

 These shortages 

are primarily identified through government projections and employer surveys. For example, a 

                                                           
11

 Benjamin Tal, “The Haves and Have Nots of Canada’s Labour Market,” CIBC World Markets In Focus, 

December 3, 2012: 1.  
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2012 Nordicity report surveying over 100 Canadian information and communication technology 

firms found that there is a labour shortage in their industry and firms reported that they face 

“alarming” difficulties recruiting suitable workers.
12

  Several of these occupations have been 

identified as being important for innovation and national competitiveness in a globalized 

economy.
13

 These occupations also all require some form of PSE and yet there appear to be an 

insufficient number of students graduating with the relevant degrees.
14

 Alberta alone has 

estimated a skills shortage of more than 114,000 jobs over the next twelve years in science and 

technology, skilled trades, and healthcare.
15

 The Conference Board has also estimated that the 

skills mismatch in Ontario, whereby students are graduating with the “wrong” degrees is costing 

the province more than $24 billion in lost economic activity and $3.7 billion annually in potential 

tax revenue.
16

 

       According to a recent Canadian Council of Chief Executives (CCCE) report, while the 

largest companies in the country are still able to find graduates to meet their needs, they are 

increasingly facing challenges related to labour mobility and, furthermore, are worried about 

their subcontractors’ (in this case SMEs) ability to find the workers they require. Larger 

corporations still have the means available to recruit the best talent across the country or 

internationally, as well as invest in training their employees post-recruitment. In contrast, SMEs 

are more restricted to hiring workers who already possess the skills they require.
17

 The Canadian 

Federation of Independent Business (CFIB) reiterates this point, claiming that small businesses 

                                                           
12

 David Ticoll, “Labour Supply/Demand Dynamics of Canada’s Information and Communications Technology 

(ICT) Sector,” Nordicity, March 2012: 19. 
13

 Op. cit. “Talent Shortage Survey Research Results.” 
14

 Op. cit. Tal, “The Haves and Have Nots of Canada’s Labour Market.” 
15

 “Canada’s Skills Crisis: What We Heard: A Canadian Chamber of Commerce Report on Cross-Country 

Consultations in 2012,” The Canadian Chamber of Commerce, September 27, 2012: 10. 
16

 Daniel Munro & James Stuckey, “The Need to Make Skills Work: The Cost of Ontario’s Skills Gap,” The 

Conference Board of Canada, June 2013: 1. 
17

 “Preliminary Survey Report: The Skill Needs of Major Canadian Employers,” Canadian Council of Chief 

Executives CCCE, January 2014: 6. 
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are struggling more than others to find the skilled workers they need, particularly at the college 

level.
18

 According to CFIB’s 2013 report, SMEs have responded in a number of ways: “In 

Saskatchewan, to cope with labour shortages 69% of entrepreneurs hired underqualified workers, 

66% increased salaries and benefits, 48% ignored new business opportunities, 32% increased 

training, and 26% have recruited outside of Canada.”
19

  

 

Competency Shortages 

      Other commentators and surveys have shown that there are various competencies lacking 

across the Canadian labour force that are contributing to productivity losses in a variety of 

different sectors. These include shortages of hard skills, soft skills, combinations of certain skills, 

and a lack of emerging skills.  

      Hard skills are specific, teachable abilities that can be defined and measured. They refer to a 

person’s knowledge and occupational skills, both general and specific. Examples of hard skills 

include mathematics capabilities or the ability to use software programs. According to the 2014 

CCCE report cited above, several large companies in Canada have speculated that their recent 

declines in revenue has been the result of decreased productivity of their new hires because of 

their lower literacy and numeracy rates.
20

 One of the companies surveyed stated that their 

company has noticed “a growing and noteworthy difference, or gap, in the quality of students, 

programs and schools in the Canadian PSE system.”
21

  

      Other employers, including those surveyed in the 2012 Chamber of Commerce report, 

Canada’s Skills Crisis: What We Heard, have also expressed dissatisfaction with graduates’ 

                                                           
18

Amber Ruddy, Mandy D’Autremont, Janine Carmichael & Richard Truscott, “Looking for Hire Ground: Small 

Business Perspective on Labour Shortages in Western Canada,” Canadian Federation of Independent Business, 

April 2013: 6. 
19

 Op. cit. D’Autremont, et al., “Looking for Hire Ground…”  
20

 Op. cit. “Preliminary Survey Report: The Skill Needs of Major Canadian Employers:” 7. 
21

 Ibid: 10. 
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basic literacy and numeracy skills.
22

 Another Canadian Chamber of Commerce report found that 

SMEs have highlighted the disconnect between education and employment as being a major 

issue that has resulted in them having to invest a large amount of resources upfront to get new 

hires up to the required level. The report states that although the companies believe this is to be 

expected for technical work skills, they have the expectation that literacy and essential skills 

should be taught in schools.
23

  

      Canada’s results in the OECD’s Programme for the International Assessment of Adult 

Competencies (PIAAC) demonstrate that young people may not be developing the hard skills 

they require to succeed in the labour force. The first results from PIAAC in 2013, which focused 

on adults between the ages of 16 and 65 and measured skills that are required to succeed in the 

knowledge economy, revealed that 16-24 year olds in Canada are performing worse in terms of 

literacy and numeracy than their peers in the rest of the OECD.
24

 Yet, the same survey found that 

reading, writing and particularly numeracy skills are required more often in the Canadian 

workplace than in other countries.
25

  

       Soft skills, or the character traits and interpersonal skills a person possesses, are also very 

important to employers, yet seem to be in shortage in many PSE graduates. A 2013 CCCE report 

entitled Jobs, Skills and Opportunities: Strengthening Canada’s Human Capital Advantage 

stated that, “the common denominator across the country is that, everywhere, employers are 

looking to recruit young people with a strong complement of soft skills, such as the ability to 

communicate, think critically and work in teams.”
26

 According to John Manley, President and 

                                                           
22

 Op. cit. “Canada’s Skills Crisis: What We Heard:” 27. 
23

 Global Public Affairs, “Closing the Skills Gap: Mapping the Path for Small Business,” The Canadian Chamber of 

Commerce (February 2013).  
24

 OECD, “OECD Skills Outlook 2013: First Results From the Survey of Adult Skills,” OECD Publishing, 2013. 
25

 Ibid: 145. 
26

 John Manley, “Jobs, Skills and Opportunities: Strengthening Canada’s Human Capital Advantage,” Canadian 

Council of Chief Executives, November 28, 2013: 10. 
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CEO of CCCE, employers give greater weight to people skills, communication skills, problem 

solving skills, analytical abilities and leadership skills than industry-specific knowledge when 

evaluating potential new employees.
27

  

      According to the January 2014 CCCE report, the soft skills most often listed by employers as 

being of primary importance includes: people skills and relationship-building, communication 

skills, problem-solving skills, analytical abilities and leadership skills.
28

 Large companies in 

particular are primarily interested in hiring well-rounded individuals with the ability to learn 

rather than those with job-specific skills but few soft skills.
29

 

      A recent survey of 500 Canadian executives, entitled Career Development in the Canadian 

Workplace: National Business Survey, conducted by the Canadian Education and Research 

Institute for Counselling also emphasized the importance of soft skills. The survey revealed that 

70% of executives reported that finding skilled workers is not an easy task and one-in-four find it 

“very difficult.” Two-thirds of them attribute this to the difficulty of finding qualified candidates 

with the right skill set and 66% stated that they had difficulty finding employees with the right 

soft skills. The survey found that executives most valued a positive attitude, good 

communication skills, teamwork skills and a strong work ethic. Sixty-two percent of employers 

stated that they would hire someone with soft skills who is a “good fit” and provide them with 

the necessary technical training, if they were unable to find technically skilled employees to 

begin with.
 30

  

      Employers are also reporting that they are lacking candidates with the necessary 

combinations of skills. This includes the importance of both hard and soft skills in any given 

                                                           
27

 Op. cit. Manley, “Jobs, Skills and Opportunities: Strengthening Canada’s Human Capital Advantage.” 
28

 Op. cit. “Preliminary Survey Report: The Skill Needs of Major Canadian Employers:” 7. 
29

 Ibid  
30

 Environics Research Group, “Career Development in the Canadian Workplace: National Business Survey,” 

Canadian Education and Research Institute for Counselling, January 2014.   
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candidate. The January 2014 CCCE survey revealed that employers were looking for the “full 

package” of candidates with soft skills and hard certifiable credentials.
31

 Furthermore, a recent 

American study revealed that although business leaders and recruiters value their employees’ 

soft skills just as much as hard skills, hard skills are often given more weight in the interview 

process, partly because they are easier to measure.
32

 It appears that the relative importance of 

soft skills or hard skills depends on the position the individual employer is seeking to fill. 

       The 2014 CCCE report also found that 40% of companies that took part were having 

difficulties recruiting workers with the right mix of hard skills.
33

 This could include finding 

candidates with the right specializations, degree combinations or skills necessary to ensure 

innovation. For example, many employers report that their technically trained new employees 

lack training or education in management. Other jobs require combinations of skills thus far 

unheard of. The grouping of biochemistry and computer science degrees is now looked upon as a 

favourable combination by employers looking to innovate.
34

 Finally, employers are also stating 

that the skills necessary to operate in the knowledge economy are evolving quickly and graduates 

lack the ability to adapt to changing requirements.
35

   

      The various types of skills shortages described above, based on graduates lacking particular 

competencies, are unlikely to appear in current labour market forecasts and surveys because they 

involve different indicators not currently being measured. This explains why the recently 

released TD Economics report, “Jobs in Canada - Where, What and For Whom?,” which focused 

only on traditional measures such as unemployment rates, wage rates and unfilled job vacancies, 

                                                           
31

 Op. cit. Environics Research Group, “Career Development in the Canadian Workplace.” 
32

 “The Prepared Project: An In-depth Look at Millennial Preparedness for Today’s Workforce,” Bentley University, 

January 29, 2014. 
33

 Ibid  
34

 “EScience Seminar: Why Computer Scientists Should and Can Learn Biochemistry,” eScience Institute, 

University of Washington, May 22, 2013, http://escience.washington.edu/event/escience-seminar-why-computer-

scientists-should-and-can-learn-biochemistry (Accessed December 20, 2013). 
35

 Op. cit. “Canada’s Skills Crisis: What We Heard:” 27.  
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could argue that there is no imminent skills crisis, even though employers continue to state that 

they are facing one and innovation levels remain low.
36

  

 

Part II: Labour Market Role of Universities  

Universities in a Perfect “Market” 

      In theory, the simplest way of supplying training and education that matches firms’ specific 

labour needs would be for firms to provide all the necessary training to would-be employees 

themselves. However, in Canada, most education related to cognitive aptitudes and abilities, and 

training which produces general skills, takes place in PSE institutions.
37

 As was previously 

mentioned, many of the particular competency and skills shortages taking place in Canada are in 

occupations that require PSE. For this reason, there is a clear link between the labour market and 

the PSE system or “PSE market.”  

      The concept of a PSE market, as outlined below, was described by Montmarquette and David 

Boisclair (2004) and more recently by Finnie and Norrie (2013) and Finnie (2014).
38

  In a well-

functioning neo-classical model of the labour market, if shortages in specific occupations 

emerge, employers would respond by increasing wages in those occupations or by using other 

means to try to attract the workers they need.
39

 If these higher wages or other responses appeared 

                                                           
36

 Derek Burleton, Sonya Gulati, Connor McDonald & Sonny Scarfone, “Jobs in Canada: Where, What and For 

Whom? TD Economics, October 22, 2013, http://www.td.com/document/PDF/economics/special/JobsInCanada.pdf 

(Accessed October 23, 2013); and, The Conference Board of Canada, “Innovation,” How Canada Performs, 2013. 
37

 Lionel Page, Louis Levy Garboua, Claude Montmarquette, “Aspiration Levels and Educational Choices: An 

Experimental Study,” Economics of Education Review, Vol.26 (2007):747-757. 
38

 Claude Montmarquette & David Boisclair described the market structure for PSE in their working paper for 

Human Resources Development Canada, “Post-Secondary Educational Institutions’ Adjustment to Labour Market 

Changes: Major Concerns and Key Research Issues,” Skills Research Initiative, 2004; Ross Finnie also 

characterized the PSE system as a market being in “The Skills We Need,” Policy Options, Institute for Research on 

Public Policy, January 2014; Ross Finnie and Ken Norrie described in detail the PSE market in their workshop paper 

“ICT Skills Shortages: Framing the Issues” ICT Talent Workshop, March 21-22, 2013, 

http://socialsciences.uottawa.ca/irpe-epri/eng/documents/ICTSkillsShortagesFramingtheIssues_000.pdf. 
39

 Other non-wage responses include improving non-wage benefits, increasing overtime hours, and putting more 

resources into recruitment both domestically and internationally. For more information see Tony Fang, “Workplace 
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to be long-run in nature, the PSE system would adjust in two ways. First, demand for PSE would 

increase as more students would want to study in areas related to the in-demand occupation.  In 

the medium to long term, post-secondary institutions would recognize the opportunity to increase 

tuition revenue and otherwise attract students by expanding enrolment and in doing so, would 

respond by accommodating demand.  Students enrolled in these programs, on graduating, would 

fill the shortages in the market. 

 

Market Failures 

      There are several reasons why the PSE system does not always respond this way in reality. 

There can be market failures on the demand side (the students), the supply side, (the PSE 

institutions) or both, as discussed below.  

 

Demand Side  

      On the demand side, students may lack necessary information about the signals coming from 

the labour market in terms of what skills are required and what occupations are in demand. They 

could face delays or misinformation about learning and labour market information (LLMI) and 

the return on investment (ROI) of different occupations. For example, they may receive the 

signals but lack the necessary information about what schooling pathways lead to the in-demand 

jobs. It is increasingly becoming the case that occupations in the knowledge economy do not 

directly relate to a single field of study and, therefore, figuring out what to study can be 

confusing for students.  

       Students may also not know which types of skills and abilities would best prepare them for 

the labour market. A Bentley University study found that in the United States there was a wide 
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gap between the students and employers’ understanding of being prepared for the labour 

market.
40

 Conversely, students do not act collectively upon receiving labour market signals and 

for this reason, based on this type of information, more students may choose to pursue a 

particular field of study than the market can absorb.  

      Current or prospective students may also mistrust the labour market information they do 

receive or not believe that the wage responses in particular occupations will remain in the long-

run. This may be due to fear that they will be let go or cast aside for promotions as their skills 

become obsolete. For example, some students may fear the high turnover rates in the ICT sector. 

Other students may fear the accuracy of labour market information based on recent history where 

professions once in high demand, such as financial advisors prior to the 2008 recession or ICT 

workers prior to the dotcom bust, have fallen out of favour quickly and unexpectedly, leaving 

new graduates with few job opportunities. Furthermore, there can be some confusion when, for 

example, employers in some parts of the country are reporting shortages, while other parts of the 

country experience an excess of workers, as appears to be the case in certain ICT fields.
41

 It also 

may be confusing for students when the same survey reports, for example, that there is an 

oversupply of computer technicians in the country but a shortage of cyber security technicians.
42

 

According to a McKinsey Center for Government report, fewer than half of all students surveyed 

in nine countries, were well informed when making decisions about what to study.
43
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      Finally, the model above assumes that prospective students are completely rational when in 

reality there are various reasons why they may not make the choice which would provide them 

with the most economic benefit, even under the assumption that they were somehow able to 

attain all the necessary information. For example, they may be culturally conditioned to believe 

that certain fields of study are inherently more valuable or better than others, even when there are 

better job prospects in other fields. In some cases, students may value studying a field that has 

relatively poor job prospects, such as film studies for example, due to an interest or the belief 

that they will be one of the rare successful cases.
44

  

      Universities have also increasingly become the default option for high-school students, 

thereby diverting students who might otherwise achieve more labour market success by pursuing 

high-value college or polytechnic programs. Students may also be discouraged from pursuing the 

fields of study leading to in-demand occupations because they believe, whether validly or not, 

that the schooling or job itself is too difficult for them or they are ill-suited to it for other various 

reasons.
45

 This is particularly an issue for fields of studies and occupations which have 

traditionally been occupied predominately by a single gender. For example, even when there are 

labour market signals that degrees in STEM fields result in better labour market outcomes, 

female students are still less likely than their male counterparts to pursue a STEM degree.
46
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Supply Side 

      There may also be a lack of responsiveness on the supply side of the PSE system. 

Differences in graduate employment rates across programs are partially indicative of mismatch 

and may be the result of failures on the demand or supply sides.  

      In the current system, institutions seem to oversupply some skills relative to labour market 

needs, i.e. they provide too many seats in a program or field of study leading to a particular 

occupation. For example, university teacher training programs in provinces like Ontario and 

British Columbia are turning out more graduates than are required by shrinking school systems.
47

 

In October 2013, job vacancy survey results from Statistics Canada revealed that the 

unemployment-to-job vacancy rate in education was the largest across industrial sectors.
48

 This 

may be because program expansion is sometimes driven by student demand that can be out of 

tune with the labour market. If, as was mentioned above, students choose to study film studies 

despite poor job prospects, PSE institutions are unlikely to restrict enrolment because doing so 

may result in a loss of tuition revenue and fewer students pursuing PSE. In cases such as these, 

institutions have little power or incentives to make new programs that better align with labour 

market needs. Ultimately they are supplying their students with what they want, which is based 

on the often limited information they have.  

      Expansion at universities also tends to occur most readily in programs that have low unit 

costs.
49

 For example, humanities and social sciences made up 44% of all undergraduate 

enrolment growth between 2000 and 2008 but graduates from these fields enjoy relatively lower 
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labour market premiums than other university graduates or require more education before 

making their way to the labour market.
50

  

      PSE institutions undersupply other skills due to institutionalized constraints. The complicated 

bureaucratic governance structures within PSE institutions and the public nature of their funding, 

means that they are often slow to shift their supply of seats for particular programs even with the 

incentive of demand from students.
51

  Their responsiveness is often limited by physical, human 

resources, organizational, and financial capacity and/or cultural and governance factors.
 52

 

Universities in particular are often constrained by pre-existing obligations. For example, they 

have responsibilities to tenured professors in particular disciplines or students who are part way 

through four-year degree programs.
53

 As will be further explored later in the paper, colleges tend 

to be more flexible than universities.  

      Responsiveness is also often limited by cultural and governance factors. There is reportedly 

pushback in some instances from faculty and administrators who resist change due to the extra 

work and expense it would involve. As will be explored in further detail, at the university level, 

many faculty members also do not see “training for employment” as a key mission. Students on 

the other hand, place significant weight on post-graduation employment. Governance and labour 

relations structures can also make it hard to close outdated programs, create new programs that 

meet an identified need, and work in “interdisciplinary” ways to develop broad skill sets. 

Responsiveness to learner and labour market needs is also limited by the nation-wide university 
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culture that rewards research activity at the expense of teaching. This is possibly, if 

unintentionally, encouraged by federal research and development support.
54

  

       Complicating the issue further, universities do not always know what skills employers 

specifically need. While professional programs maintain close ties to employers and professional 

organizations, other university programs lack sufficient mechanisms for feedback from the 

labour market. Furthermore, as has been mentioned, the country is not simply facing shortages of 

graduates with particular degrees, but shortages across the board of graduates with the right 

competencies and combination of skills regardless of degree. This may imply a pedagogical issue 

that stems as far back as falling standards in elementary and secondary education.  

      A United States study found that there is a significant disconnect between what educators 

believe employers want in graduates and what employers actually want.
55

 According to the 

study, educators believe employers want students who study in fields that provide them with 

readily transferable job knowledge and skills, particularly professional programs, and who have 

had access to top-quality knowledge transfer. In addition, they believe employers want students 

who have demonstrated through their grades and standardized test scores that they are high 

achievers.  

      The study pointed to two recent American surveys conducted by the Association of 

American Colleges and Universities, and The Chronicle of Higher Education which 

demonstrated that these assertions made by educators do not hold true for employers. Instead, 

93% of the employers surveyed stated that the quality they value most in new hires is the ability 

to think critically, communicate clearly and solve complex problems and demonstrate the 
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capacity for continued new learning, regardless of field of study.
56

 In the second survey, only 

19% of the employers surveyed reported looking for students with specific majors and being 

unwilling to consider candidates without them.
57

 Over 75% of them stated that they would like 

graduates to have more experience in critical thinking, complex problem solving, written and 

oral communication and applied knowledge in real-world settings.
58

 Moreover, rather than 

signalling ability through grades, the employers surveyed consistently ranked outcomes and 

practices that involved application of skills over acquisition of knowledge.
59

 The results of this 

survey are likely less applicable to Canada where there is a fairly widespread acceptance of the 

importance of soft skill development among educators; however, it does demonstrate the overall 

lack of communication between the two groups which is also present in Canada.  

       Finally, employers’ demands for skills change very quickly, whereas the development of 

skills is often a gradual process. In normal circumstances, workers update their skills to respond 

to labour market changes, allowing them to move from mismatch situations to more productive 

jobs. As skill sets have become more complex, and as specialization has become more important 

to employers, the time required to acquire necessary skills also increases. Even in a perfect 

model where employers report to universities on a regular basis about their skills needs, it would 

still take several years for the candidate who has completed the necessary pre-requisites in high-

school and completed their PSE to reach the market. It is also unclear what the market signals are 

for the newly required particular skills sets and how they can “be measured, evaluated, and 

communicated” to the relevant stakeholders.
60

 There are no clear measures in place to ensure that 
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universities are receiving this information in order to adapt to the fast changing needs of the 

labour market, or preferably to stay ahead in order to spur innovation. Furthermore, they may not 

feel that the skills mismatch or competency shortage issues are valid, rather just employers 

complaining. According to the McKinsey report mentioned above, 39% of employers surveyed 

in 110 countries, state that skills mismatches are the main reason they cannot find the right 

people to fill entry-level jobs, while 72% of educators believe new graduates are ready to join the 

workforce.
61

  

 

Part III: Current Level of Responsiveness  

      The previous section attempted to provide a clearer understanding of the factors that 

constrain the PSE system’s responsiveness to signals from the labour market. The following 

section describes what different stakeholders argue should be the appropriate response of the 

supply side of the PSE system. It subsequently evaluates how well institutions and the PSE 

system overall are achieving this.        

      The difficulty in defining a single view of how the PSE system should be responding is that 

various stakeholders have differing views on two key questions. The first question relates to the 

role of PSE institutions: what is the purpose of a college or university? The second question is 

closely related to the first: is it the employers or the PSE institutions that are responsible for 

providing job-specific training?  

 

The Mandate of Colleges 

      Colleges in Canada tend to have a much clearer mandate when it comes to their relationship 

with the private sector and their role in preparing students for the labour market and specific 
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careers. Canadian colleges are recognized for being among the most responsive PSE institutions 

to labour market demand in the world, along with the German dual-apprenticeship system.
62

   

      Many colleges have private sector representatives on their board of governors as part of their 

mandates.
63

 For example, in Ontario, three-quarters of a college’s board of directors must 

represent the private sector and community, in order to influence the overall direction of PSE.
64

 

Colleges across the country also have Program Advisory Committees designed to align each 

program with employment opportunities through the development and revision of program 

curricula.
65

 The advisory committees are made up of a cross-section of people both internal and 

external to the college who have a direct interest in, and a diversity of experience and expertise 

related to the particular occupational area addressed by the program. The committees help 

college staff to define the objectives of the program and the specific skills students need to reach 

these objectives. They also assist in forecasting occupational trends and provide feedback to the 

college about the effectiveness and competence of graduates.
66

    

      According to the Association of Canadian Community Colleges, traditionally business, 

industry and community partners have turned to colleges for the training and development of 

highly qualified employees.
67

 Jason Kenney, the Federal Minister of Employment and Social 

Development, has stated that colleges in Canada provide “relevant skills for the labour market of 
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today and the future.”
68

 This sentiment is echoed by employer groups including the Canadian 

Chamber of Commerce, the CCCE and the Federation of Independent Business.
69

  

      Many students choose the college route to gain more practical job expertise and work 

experience. Some recent media reports have even stated that university graduates are returning to 

college to gain more job-relevant skills. According to one article, Linda Franklin, President and 

Chief Executive Officer of Colleges Ontario, has stated that in the past five years in Ontario 

there has been a large increase in university graduates going to college.
70

 However, there are no 

national statistics keeping track of these numbers.  

 

The Mandate of Universities     

      The perceived purpose of universities differs greatly from that of colleges in Canada. There 

are two main views held by professors, faculty, staff and community members regarding the role 

of universities. On the one hand, some individuals believe that universities are places of higher 

education and should not concern themselves with specific skills training. On the other hand, 

there are some commentators and stakeholders who believe that Canadian universities have a 

responsibility to work closer with the private sector to ensure their education aligns with labour 

market needs.  

      This debate about the role of the PSE system is not a new one in Canada. A report by Janice 

Newson of York University entitled, The Corporate-Linked University: From Social Project to 

Market Force, written in 1998, reflects on some of the changes that were beginning to take place 
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in the higher education sector as early as the 1980s.
71

 According to Newson, this new 

corporatization of education was advanced through the argument that universities should develop 

closer relationships with the private sector as a means of alleviating some of their funding 

difficulties that came from government funding cuts in this period. These collaborations would 

provide universities with much needed funding and provide corporations with expertise to 

compete in a globalizing world.   

      These PSE-private sector partnerships were promoted as being good in and of themselves 

and were actively promoted by the government. For example, the first report published by the 

now defunct Canadian Corporate-Higher Education Forum in 1984 argued that universities 

would have to abandon some of their cultural ideals including “the maintenance of autonomy and 

academic freedom, in order to establish the needed compatibility with industrial culture.”
72

 

According to Newson, if this argument had been presented as a re-structuring policy from 

government, it likely would have been rejected immediately by the academic community. 

However, they were instead presented as a direction of thinking about how universities could 

responds to the exigencies of their time, as well as offering a pragmatic solution to resolve 

universities’ underfunding problem. Newson argues that this was accepted by the key 

stakeholders in the 1980s and, to her dismay, it was not until her own time in the late 1990s that 

the university community began to offer some opposition to the re-constructed role of higher 

education and to the “re-ordering of its relationship to business, government and other markets 

for its services.”
73
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      Today, those who still share Newson’s viewpoint tend to advocate learning for the sake of 

learning and see educational institutions as providing value to the community through their 

research and edification of individuals, even if these things have little practical value outside of 

academia and do not directly support the country’s economic advantage. This also relates to the 

lower value they place on students choosing a field of study based on the employability of its 

graduates. Complicating this viewpoint, however, is the fact that many of the institutions, which 

these individuals belong to, market themselves to students as a means to get a job.
74

  

      Those in support of Newson’s viewpoint also reject the notion that universities should be 

working more with the private sector. They fear the further corporatization of the higher 

education system and believe that the private sector should not have a say in the development of 

course curriculum; instead this should be left up to career colleges and the private sectors’ own 

training facilities. Along these lines, some are rather antagonistic towards the concept of viewing 

the PSE system as a market, with marketable goods. Slogans such as “education is not a good” or 

“education is a right that should not be at the mercy of markets” are examples of a cultural view 

that, according to Claude Montmarquette and David Boisclair of Montreal based university 

research centre CIRANO, prohibits labour market responsiveness by creating obstacles to labour 

market signalling.
75

  

      An example of this distrust of the private sector was seen in 2012 when York University’s 

faculty members decided to reject a partnerships whereby Jim Balsillie, co-founder of Research 

in Motion, offered $30 million from his Centre for International Governance Innovations (CIGI) 
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with an addition $30 from the Ontario government to create an international law program jointly 

at York and at the CIGI campus in Waterloo. The offer was rejected by faculty due to concerns 

of academic freedom.
76

 Shortly before the York rejection, the Academic Freedom and Tenure 

Committee consisting of the 66,000 members in the Canadian Association of University 

Teachers (CAUT) served notice of a motion to censure York University, the University of 

Waterloo and Laurier University in relation to their agreements with CIGI. According to Jim 

Turk, Executive Director of CAUT, the union’s motion to censure the universities was the result 

of a belief that “CIGI has no business at the table deciding what areas the chairs will focus on 

and who will be hired.”
77

 

      On the other side of the debate are those who believe that universities should be doing more 

to prepare students for the labour market by interacting more with the private sector. The 

majority of Canadian students appear to fall on this side of the debate. Surveys conducted by 

several Canadian universities reveal that the majority of students choose to attend university to 

prepare for or be hired for a job. The University of Manitoba found that in 2013, 48% of first 

year students were attending university in order to prepare for a specific career or job; 27% were 

attending in order to get a good job; 5% were attending in order to increase their knowledge in 

the academic field; 5% to get a good general education and 6% were there to prepare for 

graduate school.
78

 Among first year students at the University of Victoria, 52% stated that 

preparing for a specific job or career was their primary reason for attending and 24% reported 
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that getting a good job was their main motivation.
79

 Other universities surveyed in the First Year 

University Student Survey had similar results, including students from the University of British 

Columbia, Ryerson University, University of Waterloo, and the University of Saskatchewan, 

among others.
80

  Various student organizations have made it clear that they encourage more 

partnerships between institutions and the private sector and simply state that such partnerships 

must be made public to all actors in a university and that private entities should not be allowed to 

limit academic freedom.
81

  

      Some faculty, professors, and staff share the view encapsulated in the First Year University 

Student Survey and emphasize the importance of preparing graduates to enter the workforce 

during their time in university. According to a Council of Ontario Universities report, 

universities “recognize that the key to a well-rounded academic experience is helping a student 

develop both hard skills that can be directly applied to a job, and a variety of soft skills and life 

experiences that would allow them to adapt to a dramatically changing workplace.”
82

 This 

viewpoint is also visible in the growth of professional, career specific university programs, such 

as nursing, engineering and law.
83

 These programs teach students job-specific skills that may be 

generalized across various employers but not across occupations.  

      Other commentators argue that framing the debate in this way in fact perpetuates a false 

dichotomy. For example, in 2002, Dr. Michael Stevenson, then President and Vice-Chancellors 
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of Simon Fraser University, stated that portraying the public university and the private sector as 

being antagonistic toward one another neglects the vast amount of co-operation that takes place 

between the two, including,  but not limited to, the relationship for the productive of research and 

development.
84

   

      Another commentator, Michael Bloom, Vice-President, Organizational Effectiveness and 

Learning at the Conference Board of Canada, suggests that Canadian PSE institutions must 

compete in an increasingly globalized system and therefore should find a middle-ground by 

creating and supporting institutions that both develop individuals with job-ready skills and 

knowledge of oneself and the world. According to him, this should be happening both within 

individual institutions and among the diverse institutions that make up the Canadian PSE system 

in order that they complement each other in developing Canadians’ skills.
85

  

      This idea is also somewhat reflected in the viewpoint of certain University Presidents, who 

tend to fall somewhere between the two sides. They argue that most individuals no longer have 

linear careers and for this reason universities must provide the kind of broad intellectual and 

personal development that enables graduates to thrive in a constantly changing world and change 

jobs regularly. According to Max Blouw, Chair of the Council of Ontario Universities and 

President of Wilfrid Laurier University: 

Universities are primarily in the business of positive human development. They focus 

on enhancing the abilities of our graduates to communicate clearly and effectively, to 

analyze, to confront ambiguity with clear methods and confidence, to break down 
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problems into manageable parts, to think critically and to question deeply. The 

university experience enhances self-awareness and personal competencies.
86

  

 

According to Dr. Blouw and others like him, it is this breadth of development that provides the 

kind of flexibility required to enable employees to adapt as they move from one career to the 

next as well as into careers that do not yet exist. Although he argues that universities should not 

be responsible for providing job-specific training, he also claims that they are responsible for 

building human capital that will be advantageous and necessary in various careers and other 

aspects of one’s life. Furthermore, several professors have made the argument that universities 

are not only in the business of making graduates to be employees but also to produce students 

who become job makers as entrepreneurs.
87

  

      According to the University of Ottawa’s President Allen Rock, universities need to be 

responsive to the criticism about their relevance that is being levied against them by the media 

and various commentators. At the same time, however, he also remarks that they are entitled to 

pushback somewhat, given that university graduates are still experiencing the greatest returns on 

their education investment and the vast majority find work in occupations related to their field of 

study.
88

 Several of these commentators have argued that if the skills universities were supplying 

were truly mismatched to the needs of the economy, to the extent that some commentators are 

reporting, there would surely be an impact on the employment outcomes of their graduates.
89

 For 
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this reason, they continue to advocate the teaching of general skills that are transferable across all 

employers.  

 

Who Should Provide the Training? 

      Part of the reason for the above debate is a disagreement about who should be providing 

employment training. Those who see university as being a means to increase general knowledge 

without being specific to future employment, tend to also believe that employers should be 

providing job-specific training to their employees. Again according to Dr. Blouw, 

“oversimplification of the line between education and employment does not serve individuals or 

society well. Employers, universities and governments need to recognize this and invest 

appropriately in their respective roles in education and job training.”
90

  

      Canada has one of the lowest levels of employer-funded training in the OECD.
91

 Employers 

fear training their staff because they are concerned about poaching externalities once they have 

provided their employees with a human capital advantage. In theory, employers should take on 

the expense of training their new employees because they would see it as an investment that 

would be recuperated once their employees were fully trained and fully productive. However, 

once those same employees gain the training they need, other firms can offer them higher wages 

and poach them, thereby avoiding the expense of training them themselves.
92

 In the knowledge 

economy, many firm-specific skills are transferable across different employers in the same 

occupation and therefore this fear may be valid in the Canadian context.  
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      Partly for this reason, those on the other side of the debate believe that universities have a 

responsibility to their communities, their students and the Canadian economy to provide their 

students with skills that they will require to enter and succeed in the labour market. By providing 

students with job-ready skills they give their graduates a competitive advantage in the labour 

market, which, as seen above, is one of the primary reasons people choose to attend PSE. In so 

doing, they would also make the economy stronger by increasing employment rates, productivity 

and innovation. 

      The current general consensus among employers and PSE institutions appears to be that job-

specific training should come primarily from the workplace, but it should build on the broad 

educational foundation, which should include employability skills and competencies, developed 

through the university experience. In February 2013, the Canadian Chamber of Commerce 

revealed its findings from the Symposium on Skills and SMEs. The report found that small 

business owners believe that it is the education system’s responsibility to prepare individuals 

with the basic skills required for jobs, especially literacy and essential skills, and that companies 

should be responsible for job-specific skills. However, they also felt the PSE system could do 

more to prepare potential employees for the world of work.
93

  

      There is, in Canada, some difference of opinion about the responsibility for training among 

firms of different sizes. This is due to the different resources various types of employers have at 

their disposal. While the largest companies in Canada can afford to train their own employees 

with job-specific skills, smaller and medium size companies require their employees to have 

more job-ready skills or work experience when they come out of the PSE system. 

      Regardless of which position one takes on the issues outlined above, it is becoming clear that 

the current PSE system is doing an inadequate job of preparing students for the labour market 
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either through providing them with basic literacy and number skills, overall competencies, 

general knowledge and the ability to adapt, or with job-specific skills. It is a minority of 

educators and stakeholders who believe that the university should remain completely separate 

from the changing needs of the labour market, and this is not a view shared by the majority of 

students.  

      Those who point out that university graduates are still gaining value in terms of their ROI, 

while correct, may be neglecting the fact that with the “right” skillset, these students could be 

doing even better. Furthermore, these calculations of ROI tend to be based on averages and there 

are some students that are seeing very low labour market returns. In much the same way, 

commentators who point to the fact that current measurements are demonstrating that few 

genuine skills shortages exist in the economy, may be neglecting the fact that these 

measurements are potentially missing the relevant indicators and that the Canadian economy 

could be even more productive and more innovative if these were accounted for.  

      For the above mentioned reasons, it is clear that action should be taken to make sure 

universities remain relevant and prepare students with at least the basic skills they need to 

succeed in any career. In order to do this, the PSE system should be responsive to changes in the 

labour market. It is less clear, however, whether their response should be to provide more job-

specific training or to work to improve the quality of their students’ overall employability skills.  

       

Incentives and Response Mechanisms 

      In order to evaluate how well the current PSE system is responding to changes in the labour 

market, it is important to understand what incentives there are in place to encourage universities 

to respond and what mechanisms they have at their disposal. It is also important to establish a 

way to measure the level of adjustment between the educational sector and the labour market. 
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Unfortunately, in Canada there had been little research conducted on these subjects to date. One 

of the few previous Canadian studies was written by Claude Montmarquette and David Boisclair 

in 2004 as part of the Government of Canada’s Skills Research Initiative. However, their paper 

stated that it was difficult to measure the responsiveness of the system due to the lack of data 

available.
94

  

       Due to the absence of data, Montmarquette and Boisclair called for more data on the number 

of completers at each level and in different fields of study; the success of graduates’ career paths 

and their satisfaction with them; returns to PSE in different fields, including changes over time; 

the matching of employment and graduation trends; patterns of institutions and students’ 

responses to short-term changes versus response to long-term changes; and, the possible 

existence of shortages in different occupations. These questions remain largely unanswered 

today, with the exception of a limited amount of relevant data from the National Household 

Survey (NHS) and the National Graduate Survey. Individual institutions also sometimes collect 

this type of information for their own graduates but do not necessarily make the necessary 

linkages, nor share their information widely. 

            Despite the limited number of previous studies, it appears that there are certain measures 

that PSE institutions have historically used as a means to adjust to their surrounding 

environment. In particular, universities respond to incentives from provincial governments’ 

funding formulas. Each province has an enrolment driven financing system at the undergraduate 

level that designates basic income units for students at each level, field, and year of study. Each 

province designates the value of their basic income units (BIU) and their associated dollar value 

differently.  For example, in Ontario, a first year arts student is worth one basic income unit, 
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whereas a first year engineering student is worth 2 basic income units.
95

 Institutions do not 

receiving inflation adjusted funding, and instead only gain more money by taking in more 

students. For this reason they try to maximize their BIU values across the whole student 

population in order to, at a minimum, cover their infrastructure and teaching expenses while 

taking into consideration the varying costs of different fields.  

      Ideally, institutions go beyond covering their basic costs and gain some marginal benefit 

from accepting individual students. In this way, they make decisions about their internal funding 

allocations to particular programs, which then determines how many professors and teaching 

assistants they can hire in particular faculties, as well as the number of students they are able to 

accommodate in various programs. If the provincial government determines that the economy 

needs more computer engineers, they are able to increase the BIA value in that particular 

program and universities subsequently respond by opening up more seats. Since institutions have 

high fixed costs they are also limited in their response to increased student demand in particular 

fields unless they are provided with enough funding to hire new faculty members or sessionals.  

      According to Newson’s 1998 paper, decisions about enrolment levels, admission standards, 

advising and registering students, hiring policy, and research priorities in most provinces are 

justified in terms of budgetary criteria and parameters that have been predefined in mission 

statements and five-year plans.
96

 These are often predetermined by provincial government 

demands, which may be connected to the labour market. For example, the Ontario government’s 

2010-2011 university budget plan identified the need to increase university education so that 

70% of Ontarians received PSE credentials to support Ontario’s prosperity. In order to achieve 
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this they announced full funding for undergraduate enrolment growth for the year, so that 

universities had this information prior to making enrolment decisions.
97

  

      As performance indicators, such as graduates’ labour market outcomes, become more of a 

factor in budgetary decision making, the provincial government and individual institutions could 

also potentially gain more control over how reactive PSE institutions are to labour market 

changes. They could do so by tying funding for individual programs to their success in preparing 

graduates for future work. This may, however, meet with opposition from academics because of 

the perceived breach of academic freedom it may involve.         

      Institutions might also make enrolment decisions based on information coming from the 

labour market or from historical trends. Their actions can be adjusted over time as it becomes 

apparent that more or fewer students, either in response to labour market signals or other factors, 

are interested in pursuing these fields. If, for several years in a row, more students apply for a 

particular program than there are seats or resources available, institutions may take action to 

adjust their allocation of resources to better support those programs or introduce admission 

quotas or less formal screening processes taking place after admission. These decisions about the 

administrative allocation of resources among each institution are taken based on the perceptions 

and information possessed by the institution’s management. At the same time, however, they 

may be constricted in increasing enrolment in certain fields, as was mentioned above, if doing so 

would be unprofitable and based on the other previously mentioned constraints they face, 

including for example the faculty they already have.  

      Academic curricula can also be reshaped to “better accommodate the demands of the external 

market.”
98

 According to Newson, this is often done less out of a desire to respond to changes in 
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the labour market and instead based on external budgetary factors. For example, she states that 

pedagogical strategies are often justified in terms of measures of efficiency and cost-

effectiveness. Furthermore, faculty research interests are often closely linked to government 

policy objectives because of the desire to obtain funding through the Social Sciences and 

Humanities Research Council (SSHRC), the Natural Sciences and Engineering Research Council 

of Canada (NSERC), and other similar federal agencies responsible for funding research.
99

     

      Individual departments and professors often have control over their curricula and can also 

choose how relevant they wish to make them to “the real world” or changes in the labour market. 

For example, even in a philosophy course, a professor can choose to focus their class on theory 

and on developing particular skills necessary for the labour market in the relevant field, such as 

general critical thinking or writing skills. They also have control over their own individual 

relationship with industry and can invite special guests from the private sector. Departments can 

also have resident senior fellows or sector partners who can provide support for students. This 

practice is currently common in specific business programs and graduate schools across the 

country. Moreover, departments have the ability to increase experiential learning opportunities 

for their students through co-op programs. Individual institutions also have the ability to fund 

and support their career guidance centers.        

 

Assessment of the Current System 

     The previous section provided an explanation of some of the incentives in place and measures 

that institutions have at their disposal to react to the labour market. This section will attempt to 

evaluate how well they are doing this. It is worth evaluating the Canadian PSE sector overall, as 

well as how individual institutions have performed. Although evidence is limited, there are some 
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examples of universities responding in the ways mentioned above, as well as ad hoc examples of 

more in-depth university-private sector partnerships at the institution level.  

 

PSE System Overall  

     Overall, one could argue that the PSE system has been reasonably responsive to the needs of 

the labour market given the continued high employment rates and wage premiums for those who 

have completed PSE, and particularly university.
100

 Furthermore, it is somewhat reasonable to 

think that if post-secondary graduates are still in high demand by employers, they must possess a 

reasonably valuable skill-set. At the same time, however, this does not necessarily capture lost 

potential revenue due to declines in productivity or lack of innovation due to skills mismatches. 

Employers may simply be making do with what they have.    

      Montmarquette and Boisclair’s attempt to address the issue of responsiveness with the 

limited data they had led them to conduct a case study of bachelor students in management and 

education in Ontario and Quebec. They found that 17.7% of all bachelor students in Quebec, 

compared to only 8.9% of students in Ontario chose to enrol in management, where the rate of 

return was over 10%. Conversely, education accounted for 17.2% of enrolments in Quebec and 

10.6% in Ontario, despite a less than 10% rate of return. When they compared these numbers to 

the relative size of these two sectors of activity in the economy, the authors found “a fair match-

up between the working and educational sectors in both provinces,” which according to them 

was “an elementary form of conclusive diagnosis about the “level of adjustment.”
101

 Much of 

their research focused on field of study mismatch and adjustment, rather than on some of the 
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more subtle forms of mismatch, such as the need for highly specialized yet adaptable graduates 

and new combinations of degrees.  

      Specific PSE responses to employer needs tend to arise on an ad hoc basis from individual 

departments within institutions or in some cases from individual professors. This may partially 

be explained by the fact that there is a good system in place in Canada for getting employer 

feedback to individual college and professional university programs, but no way of co-ordinating 

that feedback at a provincial or national level so that governments can understand the aggregate 

needs of the economy as a whole.
102

  

Much of the responsiveness that does come from the PSE system seems to come from 

provincial government priorities based on nation or province-wide pressures.  Historically, the 

PSE system in Canada has been responsive to various changes in the labour market. For 

example, the system responded to increased demand for higher education following WWII and 

again to the increased demand driven by globalization and the requirements of the knowledge 

economy over the past thirty years.
103

 As one article from 2000 states: 

More recently, in the last two decades, as the demand for, and awareness of the 

importance of higher education has accelerated, the attention of policy makers has 

expanded to include a more careful examination of the type and quality of post-

secondary education, and in some jurisdictions, specific policies have been adopted 

to encourage changes intended to create a better match between post-secondary 

education and the changing labour market.
104

 

 
The article also outlines British Columbia’s responsiveness to new skills needs, based on their 

labour market predictions. In 2000, the province had begun to place an increasing emphasis on 

technical, vocational, and specific career training in the college sector based on projected 
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shortages. They had also increased funding for university disciplines in “high tech” fields, as 

well as expanded engineering and computer science programs.
105

  

      Today, the provincial governments still have the ability to tie their funding to specific 

requirements and have some control over the number of seats available in each program, as well 

as the creation and removal of programs. For example, Ontario’s new Differentiation Policy 

Framework, which includes strategic enrolment strategies, requires that Ontario universities and 

colleges specialize or risk losing funding.
106

  Part of the justification for this decision by the 

government was to “ensure that students graduate with skills that respond to local and provincial 

labour market needs and contribute to social development.”
107

 However, other provincial 

government initiatives including, for example, the promotion of more three year undergraduate 

degree programs have been met with limited response from institutions because of the lack of 

incentives to do so.  

      Furthermore, while there have been some successes in institutions responding to labour 

market needs, the difficulty in predicting future needs have also led to some failures. For 

example, the demand for high tech workers in the mid 1990’s, led certain institutions, including 

the University of Waterloo, the University of Ottawa and Carleton University to work in 

partnership with Nortel through the Access to Opportunities Program to lobby the Government 

of Ontario to increase funding for high tech fields of study.
108

 This in turn opened up seats for 

students, who graduated just as demand for them was greatly reduced as Nortel went out of 
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business. This example is important because it demonstrates the dangers of over-responding to 

current labour market needs.  

      Provincial governments have also responded to the changing nature of skills and the 

necessity of getting students to market faster by attempting to shorten the length of degree 

programs. They also use their ability to determine the length of programs to address issues of 

mismatch by attempting to adjust the supply of graduates they produce. For example, the Ontario 

government has extended teacher’s degrees from one year to two to take effect in 2015. The 

number of spaces will also be cut from 9,000 a year to 4,500, in an effort to ease the backlog that 

has been building for several years.
109

 This will mean higher requirements to enter the program. 

The government has also doubled the amount of time students must spend in classroom-based 

practicums from 40 to 80 days.
110

  

      The changes to the teacher degree programs are expected to have the effect of decreasing the 

number of graduates, as well as better preparing those who enter the system. While this appears 

to be a positive step in terms of responding to the labour market, it is important to keep in mind 

that there are also several concerns with this decision. Several institutions have spoken out 

against it because the government simultaneously announced that they would be providing 20% 

less funding for each student, thereby leaving the institutions in a challenging situation 

monetarily.
111
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Colleges  

     As was previously mentioned, colleges in Canada have tended to be better placed to respond 

to labour market exigencies, primarily due to their mandates. Besides the presence of private 

sector employees on colleges’ Boards of Governors in several provinces and in advisory 

committees overseeing individual programs, there are also several examples of institutions 

working in partnership with industries that serve as best case practices.  

      Career colleges also frequently respond to the private sectors requests for the provision of 

programs of study to develop specific skills for their industry. For example, in 2012 Lethbridge 

College and industry partners launched the Power Line Technician Pre-Apprentice Program with 

enrolment limited to what the industry could absorb.
112

 In the same year, the Nova Scotia 

Community College received Irving Shipbuilding’s commitment to contribute $250,000 each 

year for the next 30 years to support the recruitment and training efforts of students who are 

under-represented in the trades, including women, Aboriginal peoples, African-Nova Scotians 

and people with disabilities.
113

  

      Hydro One offers scholarships, bursaries and “earn while you learn” co-op education and on-

the-job learning work terms through Algonquin, Mohawk, Northern, and Georgian colleges. 

Hydro One brings its own equipment and technology into the college labs and classrooms and 

helps develop course curricula aligned with Hydro One careers.
114

 Noront Resources Ltd. has a 

partnership with Confederation College to help participants from Matawa First Nations gain 
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skills for in-demand occupations in the mining industry.
115

 The Association of Canadian 

Community Colleges (ACCC) also works with healthcare educators and professionals to explore 

issues in education and professional practice, and with the Canadian forces to align their skills 

needs with relevant college programs.
116

 

       According to the ACCC, their members will continue to strengthen existing partnerships and 

seek new ones with industry to support programs that continue to give students experiential 

learning opportunities and real-world job experience.
117

 In order to continue to improve their 

responsiveness, the ACCC has announced that it plans to re-establish an employer coalition, 

continue work on pathways and transferability for college students, leverage their membership 

on committees of other related organizations and name three new external industry people to 

their Board of Directors.
118

  

 

Individual Universities  

      Canada has historically had high levels of university-private sector partnerships for research 

and development. There are also some examples of universities that are involved in partnerships 

with employers on the training front. According to the Honourable David Johnston, “universities 

are involved in training and advanced skill development in support of industry: many new 
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undergraduate, professional and graduate programs have been created explicitly to respond to the 

needs of the labour market.”
119

  

      According to the 2014 CCCE survey, the majority of large companies in Canada have some 

form of partnerships with PSE institutions at both the college and university level. Eighty-five 

percent of the companies surveyed reported “working with” educational institutions to 

participate in recruitment campaigns or to improve the skills of current employees. Over 75% of 

the 85% of employers who reported some connection with PSE institutions, were working with 

academic institutions through internship opportunities or co-op programs. Over 30% were 

involved in curriculum development, over 25% were directly involved in classroom instruction 

and over 5% were involved in faculty development.
120

 

      Co-op or work-integrated learning programs, which are offered in many Canadian 

universities and colleges, account for one of the most significant examples of PSE-private sector 

partnerships. There are 79 PSE institutions which belong to the Canadian Association for Co-

operative Education (CAFCE) whose mission is to foster and advance post-secondary co-

operative education in Canada. The University of Waterloo had the first co-operative education 

program in Canada and currently has the largest post-secondary co-op program in the world with 

more than 17,000 co-op students in over 120 programs at the undergraduate and graduate levels, 

accounting for 80% of all undergraduate programs at the university. According to the University 

of Waterloo co-op website, 4,500 different employers hire their co-op students.
121
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      Both employers and students benefit from co-op programs at Canadian universities. 

According to a 2012 HEQCO study, employers of co-op students are positive about the 

advantages of work-integrated learning, citing improved firm productivity, the opportunity to 

screen students for permanent employment at a lower rate of pay and risk, and the opportunity to 

engage in positive interactions with PSE institutions.
122

  

      Students participating in co-op are given the opportunity to learn valuable real-world skills to 

help them in their future careers, as well as gain a better idea of the type of positions available to 

them in their given field of study. According to research conducted in Australia, work-integrated 

learning has a variety of benefits for students, including building their confidence in their 

capabilities in professional practice, gaining a greater appreciation of the importance of 

employability skills, increasing their understanding of workplace values and culture, and 

developing professionalism.
123 

According to the University of Waterloo, their co-op graduates 

earn 15% more immediately after graduation than their graduates who do not participate in co-op 

programs. Their co-op graduate employment rate is also higher than their students’ overall 

employment rate.
124

 It is unclear, however, whether this is a causal relationship or simply 

reflective of the type of students who choose to pursue co-op.  

      There are growing concerns about an insufficient supply of work-integrated learning 

opportunities to meet rising student demand. Even at the University of Waterloo, students are 

warned that co-op employment cannot be guaranteed due to a lack of available jobs.
125

 In a 2012 

survey conducted by the Higher Education Quality Council of Ontario, finding enough 
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placements for students was the second most-cited challenge facing work-integrated learning in 

Ontario, with 61% of university professors citing availability as a growing problem.
126

 Another 

HEQCO survey found that 14.4% of employers cited that they did not have the proper resources 

to properly recruit, train and supervise co-op students.
127

 These are challenges that policy makers 

will have to address in order for these partnerships to continue in the future, as discussed in 

further detail later in this paper. 

      Other examples of employer-university partnerships also exist outside of the co-op purview. 

For example, York University recently partnered with the Toronto Central Community Care 

Access Centre to collaborate on joint research and training opportunities.
128

 Through this 

partnership, students in the faculty of health have been given the opportunity to participate in 

experiential learning placements. In a second example, the University of Saskatchewan recently 

formed a partnership with the Federated Co-operatives Ltd. and is developing co-operative 

business models in rural and Aboriginal communities.
129

 The project will provide experiential 

learning opportunities, research, teaching tools, and case studies for students in public policy and 

business.  

      The University of Regina also developed a program in 2011 that guarantees graduates a job 

within six months of graduating.
130

 This is partially accomplished through internships and work 
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programs through the university’s partnerships with employers. If a student does not find a job 

related to their field of study, the university provides him or her with another year of education to 

upgrade their skills tuition-free. 

     Another example of students working with industry experts can be seen in Brock University’s 

Interactive Arts & Science Program. The program is housed at the Centre for Digital Humanities 

at the nGen complex which is also home to a variety of technology and software companies, 

many of whom have developed partnerships with Brock to offer Interactive Arts & Sciences 

students the opportunity to conduct in-study internships and develop contacts while still in 

school. Many of these students go on to work for these firms post-study.
131

  

      In 2012, the Huawei-TELUS innovation Centre for Enterprise Cloud Services was opened at 

Carleton University through a $1.4 million investment made by Telus and Huawei.
132

 The centre 

was created in Carleton’s engineering building for students, faculty and industry to research real-

world programs associated with enterprise clouds. According to Rafik Goubran, Dean of 

Carleton’s Faculty of Engineering and Design, “Our students will get the hands-on, real-world 

training they need to be competitive in the job market.”
133

  

      These examples demonstrate that it is possible for universities to create valuable partnerships 

with the private sector; thereby helping them stay attuned to employers needs and helping their 

students gain valuable experience and workplace skills they would not otherwise obtain in the 

classroom.  

     In other situations, professional programs work in partnership with PSE institutions to train 

students for their professions. For example, certified general accountant programs in Ontario can 
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be taken as part of a four year university degree, followed by three years working in a certified 

accountant training office, combined with professional exams. MBA programs present another 

interesting example where, in most cases, students are expected to have spent considerable time 

in the labour force before returning to PSE to upgrade their skills and then again returning to the 

labour force. The Professional Master of Public Administration program at Queen’s University is 

similarly designed for professionals seeking to upgrade their skills in the policy field.  

      There are also examples of employer involvement in university curriculum development and 

teaching in Canada. Many of these operate at the individual course level and are initiated by 

larger companies or individual professors. For example, in 2013 a professor at the University of 

Waterloo and an application development consultant at BlackBerry Ltd. co-taught an 

undergraduate course for students in computer science called software design and architecture.
134

 

Students in the class used the beta version of the company’s newest device and were graded on 

their ability to develop innovative applications. In 2012, IBM Canada Ltd. announced “a major 

research partnership” with institutions in several provinces. In Ontario, seven universities took 

part in the partnership. As part of the collaboration, IBM delivered a post-secondary analytics 

curriculum to produce workers with in-demand analytics skills, train graduates in skills to make 

them more employable, and retrain valuable employees with aging skill-sets.
135

 This form of 

experiential learning within the classroom is another way individual university professors have 

adapted their classes to ensure the content they are providing, and the skills their students are 

acquiring, are up to date and useful in the labour market. 
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      Similar to IBM’s focus on retraining employees with aging skills, other institutions are also 

partnering with industries in continuing education to serve the needs of full-time employees for 

skills upgrading and professional development. This is important in the knowledge economy as 

skills are constantly evolving and skill-sets deplete without regular use. For example, Simon 

Fraser University’s Faculty of Business Administration’s Learning Strategies Group works with 

firms such as Cominco and Alcan to design and deliver executive and management education to 

middle managers at their place of work.
136

  

      Certain Canadian institutions are also responding to calls for the development of more 

practical skills within the institution setting but outside of the classroom. For example, several 

universities across the country, including the University of Toronto and Simon Fraser University, 

offer co-curricular leadership programs to students to develop competencies in communication 

strategies, self-awareness, popular leadership concepts in real-life applications and goal-setting. 

       The University of Toronto and Lakehead University have also developed official university 

transcripts to record students’ extra-curricular activities on campus, including clubs and 

volunteer work.
137

 Through co-curricular program students can pursue degrees in areas of their 

interest while also gaining more job-specific skills, such as the ability to write club constitutions 

or work in teams, and have this experience, in theory, recognized by employers. This could be 

beneficial for students who pursue degrees in high demand fields, such as engineering, but who 

may lack some of the soft-skill development in their regular classes. It could also be beneficial 

for students in lower demand fields, such as the arts, who gain many of the soft skills and general 

employability skills but may lack the specific technical skills that would make them more 
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package-able to employers. It will be worth monitoring these types of programs to see whether 

companies consider these factors when making hiring decisions and if they find employees who 

have taken part in these programs to be more productive and prepared for the job.  

 

Part IV: International Examples 

      The current skills crisis that Canada is reportedly facing is a world-wide phenomenon in 

large part due to the changing nature of the knowledge economy. Several countries are interested 

in finding ways in which to better link their higher education systems to the labour market, and 

others have already been doing so for many years. This section considers various international 

best case practices with the aim of informing Canadian policy makers of ways in which Canada 

could learn from them. Several of these examples come from studies conducted by the 

Netherlands when they attempted to explore options to improve their system’s responsiveness.
 138

 

The examples are primarily actions that have been taken by the government on a system-wide 

level rather than actions taken at the institution level.    

      Policy lessons from these countries include areas such as: steering the quantity of graduates 

relative to labour market demands, including enforcing capacity restrictions in fields leading to 

low-demand occupations; implementing reforms in the higher education system including degree 

structures and qualifications to ensure that skills and competencies acquired in higher education 

match the needs of the economy; encouraging more practice-oriented research and vocational 

training opportunities in order to enhance the employability of graduates; and, defining the role 

and responsibilities of the different stakeholders in aligning supply and demand, including the 
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role of employers in increasing the employability of graduates through, for example, course 

provision, quality assurance and accreditation processes.
139

  

      Each of the following case studies has its own strengths and limitations and not all of them 

are directly transferable to Canada. For example, due to underlying cultural differences, 

Canadians would be unlikely to accept the German process of streaming young people for 

specific jobs and opportunities. Furthermore, many of these countries face different 

circumstances than Canada. For example, a primary concern for the UK and Australia is raising 

the PSE attainment level overall, while Canada has been performing relatively well on this front. 

However, it is still worthwhile to keep in mind that other countries have identified skills and 

competency shortages as being issues worthy of tackling and have had varying degrees of 

success in policies aimed at better linking their labour markets and markets for higher education. 

For this reason, some of the main trends found in these countries’ responses below will form 

some of the recommendations for Canada in the following section.  

      

The United Kingdom  

      In the United Kingdom, the connection between the education system and the labour market 

has been studied systematically for many years via the Higher Education Statistics Agency. Their 

system includes a variety of surveys, including the Destination of Leavers from HE surveys 

which collect information on students’ level and field of completed studies, employment rates, 

earnings and type of work. These are conducted six months and 35 months after students 

complete their studies and are linked to each individual institution. There are several other 

surveys conducted during a graduate’s career as well as surveys for employers on what they 

expect from higher education in terms of preparing their graduates for the workplace, including 
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the National Employer Skills survey and the Employer’s Perspective Survey. These surveys 

distinguish between the formation of subject-specific knowledge and other skills including non-

cognitive ones.
140

  

      The United Kingdom reacted to their perceived skills mismatch as early as 2006 by 

commissioning a white paper on higher education reform. As part of said reform, they aimed to 

increase the number of their citizens with PSE credentials. Specifically, their objective was, and 

is, to achieve a 40% university attainment rate by 2020 in order to increase their population’s 

overall skills level.
141

 The report recommended changing funding mechanisms in order to better 

support the decisions of learners as the drivers for a more responsive system. To this end, it 

suggested that the country should move away from tight enrolment controls constraining 

individual higher education institutions and improve information for students regarding their 

employment prospects in any given field.  

      In order to generate economically valuable skills through the demand approach, the report 

also stated that government, employers, and individuals should engage more in skills 

development. For this reason, they have re-adjusted the way they view higher education in the 

country away from the importance of particular fields of studies to one that values competencies 

gained during studies. The report also recommended strengthening the voice of employers on 

skills development through the creation of a new Commission for Employment and Skills and 

increasing employer engagement and investment in skills.  

      Prior to the white paper on skills and the higher education system, the UK already had Sector 

Skills Councils which were independent, employer-led organizations committed to creating the 
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conditions for increased employer investment in skills. Their primary focus up until 2006 was 

vocational education. In 2009, the Department for Innovation, Universities and Skills of the 

Higher Education Funding Council suggested that the councils begin to focus more on the 

university system to increase skills necessary for the labour market. In particular, the sector skills 

councils aim to reduce skills gaps and shortages, improve productivity, and boost the skills of 

their sector workforces. They do so by contributing to the development of the National 

Occupational Standards which specific performance standards that people are expected to 

achieve in their work and the knowledge and skills this will require. They also create sector skills 

agreements with the PSE sector, including qualification strategies to ensure the necessary skills 

are being taught. Some skills councils deliver skills training in PSE institutions and others 

provide funding and advice for the institutions to provide this training themselves.  

      In order to accelerate the formation of new relationships between employers and the higher 

education establishment, the Department for Innovation, Universities and Skills has also called 

for increasing the volume of employer co-funding of PSE programs to support skills 

development. In their view, this does not only require a new approach to funding but will also 

require innovation and culture change: “[higher education] providers will need a growing 

appreciation of the requirements in the workplace; to provide and adapt courses swiftly in 

response to demand; to offer provision tailored to individual business; and make it accessible in 

ways that suit employers and students.”
142

  

      In 2010, the Higher Education Funding Council for England (HEFCE) invested £100 million 

to support projects to get universities to change their infrastructure to be more responsive to 

employers and £50 million to co-fund work based learning opportunities with employers. For 

example, a project at the University of Cumbria aims to meet the workforce development needs 
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of the police by creating new degree programs specifically designed with this aim in mind. In the 

same year, the government, through the HEFCE, also provided £12.8 million of funding to 57 

universities and colleges to support graduate internships in order to aid unemployed graduates 

and employers in small businesses and priority economic sectors. They also provided £1 million 

to 30 universities and colleges to support undergraduate internships for disadvantaged and 

underrepresented students to work in professional organizations, and gain employability skills.
143

  

In the 2012-13 school year universities and colleges also began to provide increased and 

enhanced information for prospective students to make more informed choices. This was 

accomplished through the creation of “employability statements” published on an online portal 

linking all of the HEFCE-funded PSE institutions in the country.
144

   

      HEFCE has also worked to identify strategically important subject areas and implemented 

funding mechanism, including scholarships, grants and reduced fees for students to stimulate 

demand for the subjects. They simultaneously increased funding for institutions to meet this new 

demand. This took place in STEM subjects, modern foreign languages and quantitative social 

sciences.
145

  

 

Australia 

      The 2008 Bradley Review of the higher education system in Australia was conducted because 

the system was thought to be inflexible to the demands of a modern economy. One of the key 

reforms based on the recommendations from the review included the implementation of a 
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demand-driven funding and enrolment system.
146

 Similar to the UK, the Australian system is 

moving towards the idea that the market will adjust on its own. To facilitate this process the 

government believes it must first provide students with information about future job prospects 

and second make institutions as flexible as possible to respond to their demand. For example, 

since 2012 student seats in universities have been funded on the basis of demand rather than pre-

negotiated agreements. This system is similar to the Canadian BIU funding system but with no 

caps to encourage increased enrolment. According to them, this should ensure that the higher 

education system is responding appropriately to the needs of the labour market.
147

  

      This reform calls into question the ability of students to make the appropriate decisions on 

their own and of PSE institutions to be able to respond.
148

 While in theory this system makes 

sense, as has been mentioned in earlier section of this paper, PSE institutions are often 

constrained by other factors in their response, such as labour relations with tenured professors in 

low-demand fields, which are not necessarily overcome by the reforms thus far in Australia. 

However, the country has made headway in developing more flexible delivery options for higher 

education in terms of both the length and nature of their offerings. For example, they are 

shortening the time it takes to complete a bachelor’s degree in many fields to ensure that 

graduates are getting their skills to market faster.
149

 

      Australia has also strengthened the enrolment growth of their higher education programs 

leading to credentials below a bachelor’s degree in recent years. This has been done in response 

to a perceived need to widen participation and make higher education accessible for 
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underrepresented groups who would not otherwise have taken part. It is also the result of 

employer needs, particularly SMEs, for the skills and knowledge of their workforce to be 

improved quickly.  For example, Australia’s associate degrees are only two years in length and 

tend to have a larger vocational education component than traditional degrees. The country uses 

their associate degrees as a means to meet current labour market needs, to bridge students into 

the university system who may be less prepared, and to improve access to higher education for 

people in rural areas. The Bradley review made the recommendation that structural divides 

between bachelor’s degrees and associate degrees be removed so as to enhance pathways 

between the two.
150

 

 

Germany 

      In Germany, the success of the dual-apprenticeship system in high school, which involves 

combining experiential on-the-job training with classroom training, has decreased the gap 

between the skills students gain while in school and those they require as graduates in the labour 

force. Two-thirds of German high-school students enter the dual-apprenticeship system, which 

includes over 340 occupations ranging from the skilled trades to highly skilled occupations such 

as commerce and engineering. Training on the job takes places three to four days a week. 

Learning at vocational schools happens one to two days per week. The training occupations are 

continuously updated and new occupations are created as required, based on projected labour 

market demand from employer surveys about their skills needs.  

      The same model of vocational training can also be found in the PSE system in Germany. 

Berufsakademie, are relatively new tertiary sector institutions which offer academic training 

combined with practical in-company professional training. Students who complete these 
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programs are considered as having equal credentials to students who obtain bachelor degrees 

from universities.
151

  

      One of the greatest strengths of the German system is the collaboration of employers, 

education institutions, trade unions and federal and state governments on the issue of skills 

development.
152

 The strong connection between the labour market and PSE system is made 

possible in part by the country’s rigorous approach to projecting future labour market demand. 

The Federal Institute for Vocational Education and Training (BIBB) is tasked with conducting 

research on the vocational education training system and projecting labour market demand up to 

15 years in the future.  

      To project labour market demand, Germany considers the availability of apprenticeship 

positions, as a proxy for future labour market demand, in each occupation specifically. These 

projections are based on how many apprentices various employers are hiring at any given time, 

along with the general state of the economy. New competency requirements are also monitored 

using extensive complementary approaches. These include regular surveys of over 2000 

companies to help build a comprehensive picture of technological and organisational 

developments and the associated skills requirements. This information is empirically verified 

through job advertisement analysis and the review of qualification profiles desired by companies. 

Furthermore, surveys of advertisers are conducted to find out whether the advertised vacancies 

were filled, and if not why that was. There are also regular surveys of continuing education 

providers used to gather data on the implementation, reception and any modifications of courses 
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offered based on the evolving competencies required by the labour market, as well as 

experiences and assessments of trends in training establishments.
153

 

      In terms of the labour force supply projections, the Vocational Training Act stipulates that 

statistics must be collected every September on enrolment levels in the dual-training system and 

the number of students completing apprenticeships in each occupation.  Germany also has a 

federal ministry of education that keeps statistics on the number of students enrolled in each 

stream at any given time through the Standing Conference of the Ministers of Education and 

Cultural Affairs of the Länder. This information, along with projected demographic trends, 

allows the government to keep track of the supply of students to better match them with labour 

force requirements.
154

  

      In this way, the German government has, at least in principle, an effective means of 

predicting labour market demand and has the streaming structures in place in the education 

system to attempt to ensure an adequate supply of employees to meet those needs. Unlike the 

belief in the UK and Australia that the system will adjust best if left to operate based on student 

demand, the German model tightly controls the supply of graduates through streaming 

mechanism. The German market of apprenticeships operates as a link to the labour market by 

pre-selecting the future labour force. 

 

Sweden 

      Sweden has a long history of closely monitoring the supply of and demand for higher 

education graduates through their census data. They respond to surpluses or shortages of 

graduates, as measured by employment and wage rates, by adapting the number of places offered 
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in different programs and fields of study. Furthermore, universities decide whether or not to start 

new programs based on labour market analysis. Employment statistics are also published on a 

regular basis to help inform student choice.
155

  

      There is growing collaboration in Sweden between employers, universities, and colleges 

regarding the content and organization of their courses. One of the recent outcomes of this 

dialogue has been the advent of kvalificerad yrkesutbildning (advanced vocational education) as 

a new component to the higher education system that is completely tailored to the labour 

market.
156

 In these programs, students spend one-third of their time in on-the-job training and the 

other two-thirds in a traditional PSE institution. These programs can be initiated by employers or 

by educational institutions; however, they must be shown to be meeting a real labour market 

need based on statistical data and consultations with employer organizations. There also must be 

labour market demand for the course. Furthermore, employers must take part in designing and 

organizing the curriculum. 

 

France 

      Much like the other countries discussed above, France’s system also has an elaborate method 

for monitoring the transition of its graduates to work. The Centre D’Études et de Recherches sur 

les Qualifications is a central department that provides the State and regional departments with 

earnings and employment data for graduates from the various levels of education and fields of 

study, so that they can make funding decisions. It is also the agency in charge of accreditation of 

university programs. In a 2006 report by the Commission du Debat National Universtie-Emploi, 

it is stated that there is growing concern in the country over the employability of students in all 

educational levels in the higher education system. In particular, the large number of students in 
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fields with few employment opportunities is considered a waste of human potential and weakens 

the higher education system as a whole.
157

 For this reason, the report recommends making 

bachelor programs more flexible to allow students to easily change their field of study.  

      The report also recommends enhancing the professional dimension of university education 

through a closer connection between higher education and the labour market and strengthening 

the relationship with the employment sector to ensure that students are gaining the relevant 

competencies for the workplace.
158

 In order to enhance graduate employability, the report 

recommends: integrating a professional dimension into all programs at every level of study; 

establishing a career counselling service in each university; creating associate professor positions 

whose sole responsibility is to enhance the professionalization of university courses through 

curriculum development; implementing and strengthening internships that are mandatory in 

every university program; and, developing a regulatory framework for universities to engage 

with companies.
159

 

      The higher education system in France encourages differentiation both in duration and type 

of program in order to respond to specific labour market needs. In this system, the stated intent 

or objectives of bachelor degree programs are described in a range of skills including, most 

importantly, employment-related skills and competencies. The inclusion of the development of 

these skills in the curriculum is being used as benchmarks to determine how well different 

universities are performing at preparing their graduates for work.
160

  

      This last point relates to a trend in many of these countries, which is an increasing focus on 

learning outcomes or competencies in quality assurance systems rather than credentials earned or 
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hours put in. These are useful not only for teachers and students to assess the value of their 

education but also for employers to know what graduates from particular programs are able to 

do. This is part of the reason why in France there has been an emphasis on employers developing 

and formulating learning outcomes and ensuring that labour market issues have been used in the 

evaluation. Along these same lines, Sweden, the UK, and Australia have also revised their 

quality assurance systems to include graduate employability as a primary component. This 

information is being provided to students and shaping their choice in which institution to attend 

and is also often accounted for in funding mechanisms by the governments in question.  

 

Part V: Future Directions for Canada 

      The issues of skills mismatch, competency shortages, and the responsiveness of the PSE 

system to the labour market are complex ones that will require more attention and research in the 

years to come. The CCCE and the Conference Board have both committed to conferences and 

research on the subject which will take place over the next couple of years. These will be 

important steps in bringing the relevant stakeholders together to gain a better understanding of 

the challenges being faced and the responsibility of each in addressing the issues. To date, the 

subject has been discussed too much in silos without representation from all involved. The way 

forward will be through identifying common goals and ensuring that each stakeholder works in 

its own interest to achieve a more responsive system. This may ultimately involve changing the 

incentives and missions of universities.  

      Despite the obvious need for more research and collaboration on this subject, this paper now 

turns to tentative policy prescriptions based on the challenges identified and the best case 

practices in other countries, as identified and reviewed above. The first involves the creation and 

increased dissemination of LLMI. The second involves increased experiential learning 
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opportunities and partnerships for curricula development between the PSE system and the private 

sector. Both broad recommendations involve several specific actions which need to be taken by 

the different levels of government, PSE institutions, employers, and students.  

 

Learning and Labour Market Information  

 

      The first step towards creating a well-functioning and responsive PSE system will be to 

improve LLMI in the country. This will help parents, guidance counsellors, and ultimately 

students make better informed decisions about which level of education (e.g. trade school, 

college or university, bachelors, masters or PhD) and field of study to pursue, based on their 

individual preference, as well as the market incentives of future job prospects. This may also 

have the added benefit of shifting the current cultural bias away from universities being the 

preferred option for students wishing to pursue higher education and instead encourage those 

who may be better suited to, or may get more benefit from, college to attend these institutions, 

and vice versa.  Increased and improved LLMI could also help PSE institutions and provincial 

governments to be more proactive in their responses to changes in the labour market in terms of 

funding formulas, institutional-level program decisions, and responsive curriculum design. The 

concrete steps that should be taken to improve the country’s LLMI are listed below.  

 

Data Collection  

      As was mentioned in the international examples section above, Canada has limited data 

connecting the national labour market with the education system, partly due to the provincial 

jurisdiction over education. In order to improve LLMI in Canada, more data need to be collected 

both from educational institutions and employers across the country. To be most effective, these 

data should go beyond traditional LLMI which includes information on the ROI of levels of 

education and fields of study, projected occupational and skills shortages, and the short and long-
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run outcomes of graduates in particular fields. It should also include better information on 

student outcomes that are more up-to-date, more accurate, more detailed and more available. In 

other words, the information needs to be useful for those making schooling decisions.  

      In order to collect the relevant labour market information, including which occupations are 

facing a shortage of workers, Canada would require an effective employer survey, as in the 

German model, potentially funded by the federal government. This survey should also include 

information from employers about the skills they require and how they recruit their students. 

Several CCCE member companies have stated that they choose to focus their recruitment efforts 

on a select number of colleges or universities across the country, and this information could help 

students decide which institution best fits their needs and ambitions.
161

  

      It would also be worthwhile to find out from employers what kind of indicators they believe 

would be most effective in identifying skills shortages and competency shortages which may not 

be accounted for in current surveys. This would help the government gain a better appreciation 

of short-term and long-term skills needs and forecast shortages. The current projection models 

should also be strengthened to include a greater number of occupations at the six-digit national 

occupation code (NOC) level, as is the case in many other countries.
162

 Furthermore, in order to 

gain a better understanding of areas of shortages in the economy, vacancy data should be made 

available for all occupations.
163

  

      Labour market information also needs to be forecasted to accommodate the time it takes a 

student to develop the necessary skills to enter the labour market. It takes the typical student at 
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least six years from the time they are in high-school attaining the prerequisites for PSE to the 

time they graduate from PSE and enter into employment. This process takes even longer for 

certain high levels skills that require a master’s degree or post-doctoral studies. PSE institutions 

also need to know, at least three to four years in advance, what the industry expects its labour 

demand to be in order to prepare for enrolment adjustments, including the hiring of new faculty 

members and adjustments to curricula.  

      While it is clear that there are difficulties that arise in forecasting future demand in particular 

occupations, more can be done to at least track and perhaps extrapolate general trends as long as 

the appropriate caveats are made clear (i.e. no one can perfectly predict the future). After all, 

policy based on limited data is better than policy based on no data. These surveys should also be 

backed by empirical analysis of job postings, wage rates and other indicators to better ensure the 

information being provided by employers match with the realities in the labour market. The 

government could also encourage local Chambers of Commerce to conduct employer surveys 

tracking technological and organizational developments and the associated skills requirements as 

a means to better inform students of future innovative careers and the type of education they 

would require.  

      In order to inform students of historic trends in the rate of returns of particular levels and 

fields of study, more should be done to track graduates of the PSE system. Minister Kenney has 

announced the creation of a “career choice web-tool” using data from the 2011 National 

Household Survey and COPS to inform students of the returns to various types of education.
164

 

While this is a positive first step, the NHS is limited in its scope, and administrative data from 
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individual PSE institutions would be a better way of attaining this information and observing 

progression of graduates over time.
165

  

      Another area which needs attention in Canada is the ease with which students can find 

information about particular PSE institutions to make decisions about which one best suits their 

needs. At the undergraduate level most students tend to attend the university closest to them; 

however, if Canada had a well-known system that provided information in a single place about 

each one’s area of expertise, their connections with the private sector and the number of 

available seats, students could make more informed choices based on their own particular career 

aspirations.  

 

Data Dissemination  

      In order for the data collected to be useful, there must be improved mechanisms in place to 

ensure that the information is reaching prospective students, including ones who may not 

otherwise consider attending PSE. Ideally this information would be reaching students at the 

high-school level, well before they begin to make decisions about future education. It should also 

be accessible once these students have entered PSE and have a better idea of their educational 

and career aspirations. In each case, the information should be tailored to specific audiences. 

This is essential because what is most important and/or interesting to a high-school student may 

not be what is most important to a parent or to a PSE student. Moreover, what is important to 

someone who has always planned on going to PSE and is just faced with choosing a major is 

likely to be quite different from what is important to a first generation student considering 

whether or not to pursue further studies.  
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      One of the primary means of disseminating this information in a tailored way could be 

through making it directly available to students through a website with customizable options.  

Any information presented online should be accessible and technologically up to date (e.g. 

should be accessible through a variety of mediums, including mobile applications, etc.) but also 

prefaced with a recommendation for students to speak with their guidance counsellors, teachers 

or parents. Provincial governments or PSE institutions could also establish programs whereby 

current students and graduates from fields in high demand could speak at high-schools and act as 

mentors outlining their own educational and career paths and guiding students.   

 

PSE Response  

      Finally, as students begin to gain a better appreciation for their future job prospects in a given 

field of study, PSE institutions will need to be flexible in responding to changes in students’ 

demands by offering the appropriate types of programs with up-to-date curricula. Canadians tend 

to culturally value freedom of choice over educational matters more so than people in other 

countries where streaming is more prevalent.
166

 For this reason, PSE should not be strictly 

restricted on the supply side with limited numbers of seats in particular fields based on job 

prospects, and as determined by government authorities, as in Germany. Instead, supply should 

be made more responsive to enrolment demand from students, as in the UK and Sweden.  

      Rather than tying public funding for individual programs to the success of their graduates (an 

option which may meet with criticism from the PSE community), making this information 

available to students would, in theory, allow them to “vote with their feet.”
167

 Alternatively, 

provincial governments could incentivize the increased enrolment in particular fields they 
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identify as being in high demand by providing scholarships or grants for students and increased 

BIU values for each student the institution successfully enrols in those fields.
168

 In this way they 

would encourage incentivize students and institutions to respond to labour market exigencies 

while also maintaining funding for other university programs. 

      According to Montmarquette and Boislcair, one way to make this type of demand-driven 

system feasible given the differing costs of certain programs may be to implement a tuition 

differential to reflect the real per-student costs of each program or the labour market relevance of 

the degree.
169

 This type of system could still be made accessible for students without the means 

to pay for the more expensive programs through an income-contingent loan repayment scheme 

whereby students with demonstrated financial need repay their loans upon graduation based on 

their income.
170

  

      Furthermore, as better LLMI becomes available, including more information on what 

specific competencies employers feel students and graduates are most lacking, PSE institutions 

and provinces can respond in various ways. For example, if it is found that in recent years 

students’ communication skills have declined and that this is having an impact on the country’s 

productivity, provinces may consider providing more funding to institutions to be able to 

accommodate smaller class sizes and an increased focus on the development of communication 

skills. This could be incentivized through the creation of an effective quality assurance system, 

which would include increased training for professors on how to develop labour market relevant 

curricula and pedagogical techniques for developing their students’ competencies; however, such 

a system is beyond the scope of this paper.   
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       Individual professors, particularly at the university level, could also do more to be 

responsive to skills needs in particular fields. This increased information would help professors 

who are already open to making their classes relevant to the labour market to develop curricula 

that reflect labour market needs and exigencies. It may also be worth encouraging college or 

university professors to do more to judge their students’ competencies alongside the traditional 

grading system. For example, to evaluate a student’s teamwork skills, a professor could use 

group evaluations of the process, as well as the final product to determine the final grade. If these 

types of competencies were explicitly made part of the grading rubric, students would have a 

better idea before beginning the class about what types of practical skills they would be 

improving.    

      Institutions could potentially conduct pilots to see if it would be feasible to develop 

competency lists for each field of study consisting of both general soft skills and field specific 

skills, as is done in France. Professors would then provide students with an evaluation of these 

competencies separately from their final class grades. This type of system could provide 

employers with an alternative to hiring graduates based on credentials alone and encourage 

students to actively think about developing those types of competencies rather than focusing on 

grades alone. 

      Institutions could also do more to promote extra-curricular activities. If the examples at the 

University of Toronto and Lakehead University of extra-curricular transcripts prove to be 

successful, more universities could look to adopt similar systems. Furthermore, a greater 

investment in career centers could also help students recognize the transferability of the skills 

they already have and become better at marketing them to potential employers. Finally, 

undergraduate students could also be encouraged to take elective courses in different faculties so 
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that, for example, a business student may gain competencies in communications and a history 

major may gain skills in marketing or entrepreneurship.  

 

Experiential Learning and Development of Employment Skills  

      The second broad recommendation of this paper is to encourage more partnerships between 

PSE institutions and the private sector, and in particular to increase experiential learning for 

students at all levels and fields of study. The examples listed in the evaluation section of the 

paper demonstrate that colleges are already doing a substantial amount to connect their 

institutions with the private sector. Furthermore, the university examples demonstrate that it is 

possible for universities to create valuable partnerships with the private sector as well.  

 

Co-op 

        Going forward, it may be worthwhile for governments to encourage PSE institutions to 

continue forming such partnerships, perhaps on a larger scale, to ensure that the education they 

provide meets the needs of the labour market and society.  As was mentioned in the evaluation 

section, there is contradictory information in the existing literature as to whether the bottleneck 

in terms of co-op is within the PSE institutions or in the private sector. According to the 

Government of Ontario’s 2012 paper Strengthening Ontario’s Centres of Creativity, Innovation 

and Knowledge, the recognition of the benefits and importance of experiential learning is not 

widespread within PSE institutions and should be further promoted.
171

  

      At the same time, other reports find that co-op and work-integrated learning programs are 

expanding across the country; however, there is a concern about the lack of private sectors 

involvement and the lack of positions available for students. According to a 2014 CAFCE report, 
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as co-op programs grow across Canada, local and regional PSE institutions are competing with 

each other to secure placements for “existing programs, growing programs, and new 

programs.”
172

 This is a problem for smaller institutions in particular which may have fewer 

resources to devote to their co-op program and are forced to compete with larger institutions.  

      Despite this contradictory information, all involved agree that co-op is generally beneficial. 

According to the CCCE, employers would like to increase their co-op opportunities at the 

university, college and polytechnic levels because they see it as a safe recruitment tool.
173

 Co-op 

programs also benefit students and PSE institutions by providing students with the opportunity to 

explore various careers and build on-the-job skills while still protecting the integrity and 

academic freedom of the institutions. Particular programs also become more competitive because 

of their strong co-op programs. A 2010 Ipsos Reid survey found that 17% of all PSE students in 

Canada participate in some form of co-op education and half of those surveyed who did not had 

the opportunity to participate in a co-op program would have liked to.
174

  

      Specific actions could be taken to address challenges to the creation of co-op programs both 

for PSE institutions and employers. For example, one possible solution on the PSE side would be 

for provincial governments to provide more funding to institutions for the creation of programs 

with experiential learning components, or to add experiential learning components to existing 

programs.  Furthermore, institutions may be incentivized to improve their co-op programs if 

more information were made readily available to students about their strengths as part of the 

LLMI information discussed above. This would encourage more students to enrol in institutions 

that have better co-op programs, thereby incentivizing schools to improve their programs. 
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Provincial governments could also help connect more colleges and universities with their local 

Chambers of Commerce to help facilitate increased relationships with their members. This would 

be particularly valuable for connecting smaller companies who may benefit from having a co-op 

student but who do not yet have a relationship with their local PSE institutions.  

      More could also be done to support co-op on the employer’s side. This would involve 

improving incentives for participation and providing the necessary funding. Several provincial 

governments including Manitoba, Ontario and Quebec provide co-op education tax credits to 

encourage employers to hire students. For example, Ontario offers up to $3,000 in wage 

subsidies for placements between 10 and 16 weeks.
175

 This could be expanded to all provinces.      

The University of Victoria has also made the recommendation that co-op education tax credits 

should be offered by the federal government to encourage co-op participation by employers.
176

 

Currently the Government of Canada offers a tax credit to employers to encourage them to hire 

“apprentices,” but not co-op students.
177

  

      Economic Action Plan 2014 proposed dedicating $40 million towards supporting up to 3,000 

internships in high-demand fields and reallocating $15 million annually towards supporting up to 

1,000 internships in SMEs.
178

 By subsidizing co-op students’ wages, the government could 

encourage smaller companies, non-governmental or non-profit organizations, who ordinarily 

could not afford to hire a student, to offer learning placements.  
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Other Private Sector-PSE System Partnerships  

      Increased partnerships beyond the co-op experience, such as professionals co-teaching 

classes and curriculum development informed by the needs of particular occupations, could also 

be encouraged in Canada. Participation in such programs could be up to the discretion of 

individual departments or faculty members, in which case it would be up to students to 

demonstrate, through their enrolment choices, whether or not they value these types of classes. 

There is evidence that “students who strongly agree that their classes are giving them skills that 

will help them in the job market are considerably less likely than others to leave PSE.”
179

 

      University and private sector partnerships for curriculum development could also potentially 

be mandated by provinces in the same way that they are for colleges currently. This option 

would require further consideration as to the mission of universities, and the potential role of the 

private sector in particular fields with less clear-cut ties to particular occupations (i.e. 

philosophy). Related to this, some of their funding could be tied to meeting certain requirements 

in terms of ensuring labour market relevance; however, again this is beyond the scope of the 

current paper.  

       In order to facilitate more employer sponsored training, colleges could also open their 

facilities to more programs specifically designed for particular industries or companies. If these 

types of relationships existed, employers could ensure that their employees’ skills were not 

atrophying over time and that they were being upgraded to keep up with changing requirements. 

This type of system would be particularly valuable in Canada because of the lack of a strong 

adult education framework. For this to work, those being trained would likely need to be willing 

to take on some of the investment costs, by being paid a relatively lower wage based on their 
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lower productivity while in training. This may result in more employers being willing to train 

their own employees with job-specific skills, while providing funding to PSE institutions, which 

already have the infrastructure in place to accommodate them.  

 

Conclusion  

      Very little research has been conducted to date on the responsiveness of the Canadian PSE 

system to changes in the labour market. This is an area of increasing importance as the issue of 

skills and credential shortages continue to make headlines and lead commentators to question the 

relevance of higher education overall. This paper has attempted to establish a framework for 

evaluating the responsiveness of the system to date and to establish the current state of 

knowledge on the subject. 

       Overall, the system appears to have successfully adjusted to changing circumstances in the 

labour market in the past. Furthermore, particular institutions and professors are taking it upon 

themselves to find innovative ways to partner with the private sector and ensure their students 

gain necessary skills for the labour market. At the same time, the overall system faces challenges 

in its ability to be responsive to labour market and student needs due to institutional constraints 

and cultural and governance issues which cannot be overcome easily. Party for this reason, 

employers are reportedly having trouble finding graduates with the right skills and are being 

faced with having to hire graduates who lack many of the necessary competencies to ensure high 

levels of productivity.  

       In the future it will be important to identify more concretely the specific bottlenecks the PSE 

system faces when attempting to respond. Canada appears to be behind many other countries in 

beginning to identify and address these issues. The benefit of this, however, is that we can now 

learn from the best practices of other countries. Perhaps most importantly, each of the other 
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countries analyzed in this paper have a strong method of predicting future skills requirements 

and labour market demands. They also tend to have ways of ensuring that this information 

reaches prospective students in time for them to make informed decisions about which type of 

education to pursue to best achieve their job aspirations. They also have various incentives in 

place and mechanisms to ensure the PSE system is responsive. It is clear that more work must be 

done to identify what the skills and credential needs of the future are and to ensure this 

information is reaching students, PSE institutions and individual professors and other teachers in 

Canada. 

      Once this information has been collected and shared, PSE institutions will naturally become 

somewhat more responsive to the demands of their students. At the same time, in order to 

overcome some of the hindrances that will constrict their response, PSE institutions should be 

working more actively towards developing their students’ employability skills through co-op 

programs, increased experiential learning opportunities and extra-curricular activities. These 

types of programs allow students to gain valuable skills while also maintaining academic 

freedom in the classroom. Educators who are willing should also continue to forge partnerships 

with employers in terms of training and curriculum development in order to ensure students are 

attaining up-to-date skills. At the same time, the Canadian government should encourage 

employers to increase their funding of job-specific training for their employees, rather than 

relying on PSE institutions to provide this for them.  

      Provincial governments will also have a role in changing the incentives for universities to 

address skills shortages through funding mechanisms. They may also have a role in addressing 

competency shortages through the creation of quality assurance mechanisms that clarify the 
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mission of universities and provide professors with training on how to effectively prepare 

students for the labour market. 

      In coming months the Conference Board, the Canadian Council of Chief Executives, the 

Canadian Association for Co-operative Education, and Employment and Social Development 

Canada will all be conducting research or holding conferences and bringing stakeholders 

together on this very subject. These will serve as an opportunity to begin to answer some of the 

questions this paper has raised. 
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