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ABSTRACT

Vocational training is intended to enable people from all strata of the
population to learn a trade and develop skills needed in the job market. It
is of great importance for developing human capital, meeting the needs
of employers, and increasing productivity—all of which are essential
for raising the standard of living and sustaining economic growth.
Nevertheless, there has been a substantial decline in recent decades
in the status, scope, and budgets of the vocational training system in
Israel. The scope of publicly budgeted vocational training programs has
been cut sharply, as have the budgets allocated for them, and they have
gradually been transformed into a vehicle for improving the well-being of
underprivileged population groups rather than a means of developing the
human capital of the entire population. This trend has led to a shortage
of skilled personnel in some fields, especially manufacturing industries
and high tech. The shortage stems from mutually reinforcing factors—
training failures, insufficient budgets, and structural barriers in those
industries—that cause personnel deficiencies (both quantitative and
qualitative). These, in turn, reduce investment in productive capital.
Moreover, according to estimates by the Ministry of the Economy, tens

of thousands of industrial workers are expected to retire by 2021. This
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makes the need to substantially expand vocational training and improve

its quality even more evident.

In light of this, the main objectives of the study are to describe the Israeli
vocational training system—in terms of organization, planning, budgets,
and execution—and to compare it to training systems in other developed
countries; to identify the main barriers and shortcomings in each of
these aspects; and to draw up specific, practical recommendations to
help policymakers improve the quantity and quality of skilled personnel,

especially in manufacturing.

Our analysis indicates that the Israeli vocational training system suffers
from structural, planning, bureaucratic, and budgetary flaws, which
detract from its ability to train a sufficient number of skilled workers in
the fields needed. The system is convoluted and spread out over many
agencies and organizations (the Vocational Training Branch in the
Ministry of Labor, the Technological Training Institute, the Education
Ministry, the Defense Ministry, etc.), with no clear division of authority
and responsibilities among them. It seems to have been patched together
over the years, instead of being the product of orderly thinking regarding
the ideal combination and structure for achieving the government’s
objectives. The division of authority includes unnecessary duplications,
and the structure of the system creates a distortion in the incentive
mechanism that leads to improper assignment of students to the various
institutions and to a waste of public funds. It is not clear who is directly
responsible for the outcomes of vocational and technological training
programs, or for assessing (quantitatively and qualitatively) achievement
of the goal for which they were intended. Essentially, there is no one

agency accountable for the situation.

Our analysis of the system indicates that the current separation between
the agencies and organizations that manage the training programs

and those that carry them out, and between the public sector and the
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business sector, makes policymaking and long-range planning difficult.
Until recently, the system lacked a research body in charge of gathering
data, analyzing it frequently and on a long-term basis, and making it
available so as to improve training programs and adapt them to the needs
of employers and of the changing labor market. This makes it very difficult
to measure the success of the training programs, so there is no way to
incentivize organizations based on their performance. Furthermore,
private institutions, which profit from training as many students as
possible, decide on course content and study tracks according to demand
from students rather than market needs, and they have no obligation or

incentive to help with job placement after training.

Our international comparison found many differences between the
training systems in Israel and other developed countries. The comparison
focused on European countries with high per-capita income and well-
developed, state-managed training and internship systems. The main
areas in which the Israeli system falls short (comparatively speaking)
include excessive complexity and low budgets. In addition, the absence
of accreditation options has led to a lack of opportunities to transfer
between vocational and academic fields of study. The most significant
shortcoming, however, is the lack of involvement by employers and other
social partners in the training process (although there seems to have been
a positive trend in this regard since 2015). Thus, whereas in Israel only
0.5% of students have apprenticeships with an employer during training,
in the comparison countries the rate is at least 50%, and in some cases
even 80%. Moreover, unlike in Israel, vocational training programs in the
comparison countries have a positive image—by virtue of certain factors
thatarelackinginthelsraeli system:a high rate of employmentin the field
studied, high salaries, stipends for trainees, encouragement of academic

recognition of non-academic training, and lifelong learning.

The study also examined the link between vocational training programs

and labor productivity. Labor productivity in Israel, which is substantially

\
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lower than the OECD average, is an important indicator of the ability of
the country’s economy to grow and improve residents’ standard of living.
The disparity between labor productivity in Israel and average labor
productivity in industrialized countries has not shrunk in many years.
The low labor productivity in Israeli manufacturing industries raises
questions about the effectiveness of the current Israeli training system.
The quantitative analysis in this document, which compares OECD
countries with one another, indicates that public investment in vocational
training increases labor productivity in manufacturing, and especially in
traditional industries—a result that accentuates the need to upgrade and

improve the Israeli training system.

We therefore recommend:

(1) Reforming the organizational structure of the vocational training
system so as to eliminate duplications of responsibility among the
different entities and concentrate management, supervisory, and

implementation powers in one governmental body

(2) Substantially increasing public budgets for training programs, while
also shortening the training programs, making their content more

relevant, and creating modularity

(3) Expanding and facilitating options for accreditation, for transferring
between different vocational tracks, and for linking vocational programs

with academic programs
(4) Offering stipends on a large scale to participants in the training courses

(5) Offering government incentives to increase the business sector’s
involvement in and funding of the training process—by means of
support for physical infrastructure and apprenticeships and by means of

involvement in curriculum design and revision
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(6) Including on-the-job training (OJT) in the curriculum throughout the

vocational training period

(7) Conducting ongoing monitoring and assessment of graduates’
performance in the job market, as well as the compatibility (or
incompatibility) between study programs and subsequent employment,

and making the data available to the public
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