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ARTICLE 1 EDUCATION IN A CHANGING WORLD

In developing countries, policymakers looking at reforming education systems face very 
different challenges. However, it is not only in developing countries the policymakers 
face different challenges. We can identify three major and growing challenges. We can 
call those challenges for global trends.  

Three Global Trends in the Education System

Many countries discuss challenges related to the needed skills. Many places you can 
find that the education system educate people to skills the country does not need. At 
the same time, the industry needs people with skills that the education system does not 
educate.  We can call this trend “Skill Mismatch”.
A second trend all countries face is the automation and digitalisation. Machines instead 
of human can handle more and more jobs. The role for the person is to programme the 
machine. This trend is stronger in developed countries than in emerging countries. We 
can call this trend “Industry 4”   or “Digital transformation”.
The third trend is a huge change for the students. A massive change in the learning 
systems. Through decades, we have built education systems with students, classrooms, 
teachers and textbooks. Today you can find that the student can appear as his on 
teacher using computer or smartphone instead of textbook outside the classroom. We 
can call it “Digital Learning”.
We will look into those trends. In this issue of the Lucubrate Magazine, we will highlight 
Skill Mismatch. In coming issues, we will focus on other trends.
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What is a trend?

Trend is a general direction in which something is developing or changing. The word 
is used with a variety of meanings. Here we use trend as a global trend, a general 
development or change in a situation that affects many countries of the world.

Skill Mismatch

Skill Mismatch is defined as the gap between an individual’s job skills and the demands 
of the job market; it has become a central challenge, affecting all layers of society, from 
the productivity and efficiency of businesses to the current and prospective welfare of 
youth. The term skill mismatch is very broad and can relate to many forms of labour 
market friction, including vertical mismatch, skill gaps, skill shortages, field of study 
mismatch and skill obsolescence.
The majority of research on skill mismatch focuses on surplus human capital, namely 
overeducation and overskilling. The evidence indicates that this imposes costs on 
overeducated workers in the form of lower wages and lower job satisfaction, relative to 

individuals with equivalent levels of 
education in matched employment. 
Overeducated workers are found to 
earn a premium relative to matched 
workers doing the same job, i.e. 
with lower levels of education, 
suggesting that individuals do 
manage to raise the productivity 
levels of jobs for which they are 
overqualified. [1]
All over, we can find analysis, white 
papers and all kind of documents 
talking about the present and 
coming challenges with skill 
mismatch. We will just show some 
examples to show the global trend.

Skill Mismatch and TVET

Often when someone talks about skill mismatch, it is about Technical Vocational 
Education and Training (TVET).  TVET is playing a significant role in advancing the 
2030 Education Agenda that reflects the vision of the 2030 Agenda for Sustainable 
Development, and in particular Sustainable Development Goal/SDG four:
“Ensure inclusive and equitable quality education and promote lifelong learning 
opportunities for all”
While Education 2030 is universal, countries in South Asian and Sub-Saharan African 
countries face distinct challenges and therefore require different development paths: 
some countries are struggling to build resilience and escape fragility, while others have 
to chart a new course for development to escape the middle-income trap. Regional 
integration and the momentum produced by the new education agenda offer countries 
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unique opportunities to form beneficial partnerships in order to overcome key constraints 
and better capitalize on the potential of TVET. Many countries in those regions largely 
rely on traditional apprenticeships to equip people with vocational skills in small, micro 
and medium scale industries.
Skills gaps are one of the leading social and economic issues of our time. In Latin America 
and the Caribbean, more than in any other emerging region, companies are not seeing 
their skills needs being met. According to the World Bank Enterprise Surveys, 36% of 
firms say they struggle to find an adequately qualified work force, a percentage higher 
than in any other region in the world, compared to a global average of 21% and an OECD 
average of 15%. [2]
Addressing the human capital and skills gaps has very high development returns 
because human capital and skills are a vector connecting five of the key interrelated 
challenges facing the region: sluggish productivity growth, low innovation rates, 
inequality, informality and social exclusion. [2]
In many Sub-Saharan countries, the size 
of the population in education opting for a 
vocational secondary school is about 5% of 
the total, which may make sense because 
there is only a very small formal sector of 
the economy. Unemployment rates in Latin 
America are almost three times higher 
among young people (11.2%) than among 
adults (3.7%). Women are especially likely 
to be unemployed (45%) or work in the 
informal sector (15%). The Latin American 
region has the largest skills mismatch between the skills competencies taught and the 
skills requirements by local economies and businesses require. [3]

Skill Mismatch and Global Trends

At the dawn of the 4th industrial revolution, four in 10 employers in Europe cannot find 
people with the right skills. The introduction of new technologies means that skill needs 
are changing fast, and 43% of EU employees told that they had recently experienced 
new technologies at work. [4]
Different researchers affirm that the demand for green skills is increasing around the 
world as the number of green jobs increases. For a start, employment figures in the 
renewable energy sector have over the past years significantly grown; in its 2015 annual 
review, the International Renewable Energy Agency (IRENA) estimated an increase of 
7.7 million direct and indirect jobs in 2014 worldwide (excluding large hydropower) [5].
Technical and Vocational Education and Training (TVET) plays a critical role in 
supporting green growth and sustainable development due to its direct links to the labour 
market. It is clear that TVET contributes to training workers, engineers and technicians 
in specific sectors, and that it also has a role to play in supplying the knowledge, skills 
and competencies required to promote resource efficiency, reduce waste and advance 
more environmentally conscious practices in numerous occupational fields. It also plays 
a major role in the development of skills for the renewable energy sectors. [2]
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Policymakers or the Mentality? 

Is it the policymakers or the general 
mentality that can solve the skill 
mismatch?  The changes in the skills 
demand is fast. The process the 
policymakers has to follow is a slower 
process. We may get the decision for 
changes from the policymakers long 
time after the change. 
Will we get a faster change and a 
better balance between demand and 

supply if we can change the mind-set to the students and their parents? To reduce the 
gap, we need more skilled people from Technical Education and Training. Moreover, 
we need skills tomorrow we don’t know anything about today. However, is it possible to 
attract more young students to TVET? 
BBC News [6] published in 2015 that everyone says it’s a good thing and vocational 
skills are vital for the economy. But - and there is always a but, it’s still the academic 
pathway that has the higher status. As the saying goes, vocational education is a great 

thing… for other people’s children. Another side of this conundrum is that there is more 
need for vocational education than ever before. Youth unemployment, particularly 
among those without training or qualifications, is a scourge in many countries. But at 
the same time employers are warning about skills shortages and not being able to find 
the right staff. A study carried out by the Centre for Business and Economics Research 
concludes:
“Globally, the stigma of vocational education often reduces it to a second choice to 
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academia,” 
This kind of conclusion can tell something about the mentality and how complicated it is 
to make changes and meet challenges and trends like skill mismatch. TVET should play 
a key role in transforming education systems to allow young people to contribute to the 
transition towards sustainable and inclusive economies and societies.

Skill Mismatch as a Global Trend

Many countries discuss challenges related to the needed skills. In the discussion, they 
can include the value of the Technical Vocational Education and Training to reduce the 
stigma. However, we have to face that the changes for needed skills will go fast. The role 
for the policymakers may be to facilitate the change more than discuss and decide the 
reforms in the education system. 
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ARTICLE 2 START YOUR OWN BUSINESS  

By Peter Welch, Georgia, CEO GlobalCfo.LLC

Those entrepreneurs, who have identified a unique product, are creating a demand, and 
one lacking substitution will still require time to bring to market. Thus, you can see that 
depending on the entrepreneurs selection of business product and service offerings, 
establishing a solid flow of annual cash-flow income can range from quite fast to very 
slow.   

What about the land and buildings?

Last week we ended, “In accounting, 
every single asset will eventually be 
written-off and then replaced.” However, 
there are some exceptions, with land 
clearly never being consumed nor 
depreciated but the building on the land 
is both consumed and depreciated. Environmentally, however, land can become polluted 
and certainly would result in a marked decline in value. 
One other idea is selling assets. If assets like a building are used for 30 to 40 years then 
yes we are slowly consuming and depreciating that asset. Nevertheless, sometimes 
buildings for alternative uses can be more valuable than what is shown on the balance 
sheet. Thus, there are times to capitalize on that increase in value and move the 
business to an alternative, lower-cost, location.

Accounting Series – article No: 05 

Accounting Theory – the Basics Part 4

Photo: pexels.com
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Operating expense

Consider this, assets are the employment of your resources represented by liabilities 
and capital. Whenever you have liabilities, a debt, it represents monies that you still have 
control over and can use to invest in assets or use it to cover operating expenses. You 
cannot run a business without assets. You cannot run a business without cash.  Think 
of renting an office but leaving it empty of all furniture and equipment. The rent is an 
operating expense (income statement) but having no furniture and equipment leaves you 
devoid of any tools of the trade needed to derive a future income. 

Cash management

That initial $100,000 capital investment in your business provided you with the cash 
flow to invest in assets to run the business and to generate income. That $100,000 
investment must be carefully allocated to asset purchases and to cover expenses to run 
the business in order to generate revenue or income. In accounting you could describe 
it as cash management. Remember before you even start a business you need to know 
what you going to do; sell services such as our real estate broker, or produce something, 
a product which you are going to sell. Until you have established the business, 
developed a reputation and brand, established a list of high quality customers for repeat 
business and are actively pursuing positive leads, you are very likely to incur losses for 2 
to 3 possible years. This means that the $100,000 must be allocated in 3 not 2 ways:

1. Initial investment in assets
2. Cash flow to run the business (e.g., rent, paying employees and admin 

expenses)
3. Cash flow necessary to sustain the business for at least 2 to maybe 3 years

Photo: Pixabay



8Lucubrate

Friday 4th May 2018
lucu.nkb.no

Entrepreneurs need to sustain the business

That is not to say that some entrepreneurs haven’t already identified a product or service 
that will immediately generate cash flow income. Our real estate broker’s income will 
probably be based upon commissions and almost certainly will generate cash flow in 
the first year, assuming a professional office and appropriate assets. Other service 
type businesses may well require a longer lead time to establish themselves, develop a 
reputation and a deliverable; but consider the failure rate of restaurants. The restaurant 
business is a combination of both product, food, and particularly service with respect to 
the employees. Those entrepreneurs who have identified a unique product, are creating 
a demand, and one lacking substitution will still require time to bring to market. Thus you 
can see that depending on the entrepreneurs selection of business product and service 
offerings, establishing a solid flow of annual cash-flow income can range from quite fast 
to very slow. The “very slow” must have available cash flow (from that $100,000 initial 
investment) to sustain the business in those early years. 

We have assumed all along here that the $100,000 was calculated very carefully for 
the needed initial investment can never be arbitrarily determined. Down the road we 
will address and discuss in detail the development of a 3 to 5 year business plan. 
Such an important discussion will be deferred until later articles but understand that 
absent family wealth most entrepreneurs need to have a business plan developed 
to present to possible investors as justification for the amount required. These initial 
articles developing the theory and concepts of accounting do not require delving into 
the justification of an initial investment. Determining what that amount should be is not 
relevant at this point as $100,000 could be any amount as we move forward in our 
discussions.

Photo: MyStock.Photos



9Lucubrate

Friday 4th May 2018
lucu.nkb.no

Should I deduct personal expenses as business deductions?

It probably by now goes without saying that a lot of discipline, excellent marketing and 
high quality employees all contribute to businesses becoming successful. Would you 
consider climbing Mount Everest without the proper equipment and tools, I rather doubt, 
and a business can be looked upon in a similar vein. Oh and let’s not forget one critically 
important aspect of being in business, never, never co-mingle the business with your 
personal life. In certain parts of the world when new businesses sprout up surprisingly 
fast, it is not unheard of for that newbie entrepreneur to need some personal cash for 
family expenses. What do they do, they withdraw money from the bank or dip into the 
cash register and is a recipe for disaster called business failure. A little divergent here 
but I think it’s important as a background that should always be kept in mind, business 
is only business. For you tax gurus, the tax authorities take umbrage when small 
businesses try to deduct personal expenses as business deductions. Not a good idea.

Get ready to start your own business

Now, I know you’re all excited, we’re going to leave assets for a while and start 
discussing expenses, as in income statement operating expenses, not assets. Okay I 
think by now that you have realized that in order for an expense per se to be an asset 
(and eventually written off excluding land) it must possess future economic value and 
contribute either individually or collectively towards generating future revenue. Simple 
enough correct. But there is one little additional concept you need to keep in mind that 
will help in differentiating an expense that becomes an asset and an expense that’s part 
of the income statement. The concept is consumption. To be continued.

 Mr. Peter Welch, CEO of GlobalCfo.LLC

GlobalCfo.LLC is expert at developing entrepreneurs and building 
3-5 year business plans and cash flow projections as a prerequisite 
for accessing financing sources. GlobalCfo.LLC targets accounting 
standards compliance and theory, sound infrastructure /process 
mapping and COSO 2013-17/solid internal controls, ERM, and 

last but not least documentation /Policy and Procedures and other manuals. Additionally 
interim CFO services (or Rent-a-CFO by the hour/day) are offered locally or remotely as 
well as training at all levels and all functions not just accounting; e.g., management and 
leadership skills. Pre/Post-M&A is also offered.

(http://www.GlobalCfoLLC.Com)
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ARTICLE 3 REDUCING SKILL MISMATCH: A DIFFERENT MIND-SET 
Policy-makers should also be aware that the goal of perfect skills matching is a chimera 
and that one-shot policy measures are likely to be short-lived (Cedefop 2018*).

The new insights on skill mismatch obtained from analysis of ESJS data and wider 
research suggest that policy-makers would benefit from adopting a different mind-set 
in relation to mitigating discrepancies in skill supply and demand in their economies. 
However, striking the right policy mix is a challenging task.

Instead of focusing solely on employer difficulties in finding the right skills, it is 
important first to take stock of the potentially large volume of existing unrecognised 
and underutilised skills in the labour market. Further, a substantial share of employers’ 
hiring difficulties arises due to poor jobs offers, inefficient human resource management 
and other job market rigidities. Policy-makers must carefully distinguish the part of skill 
shortages that may be mediated by adapting/reforming publicly funded VET systems 
from that which can be best tackled by a wider set of labour market and other policy 
reforms.

The Chimera was, according to Greek mythology, a monstrous fire-breathing hybrid 
creature of Lycia in Asia Minor, composed of the parts of more than one animal. It is 
usually depicted as a lion, with the head of a goat arising from its back, and a tail that 

might end with a snake’s head, and was one of the offspring of Typhon and Echidna and a sibling of 
such monsters as Cerberus and the Lernaean Hydra. The term Chimera has come to describe any 
mythical or fictional animal with parts taken from various animals, or to describe anything composed 
of very disparate parts, or perceived as wildly imaginative, implausible, or dazzling. 
ESJS is European Skills and Jobs Survey

phillipkay.wordpress.com



11Lucubrate

Friday 4th May 2018
lucu.nkb.no

Helping specific vulnerable population groups reintegrate into the labour market with 
minimal skill gaps, via well-designed activation policies, is also important. Equally 
important is the need for placement in good and stable jobs, to ensure sustainable and 
continued growth in the skills of those who spent extended periods outside of work. The 
provision of good career guidance and counselling to graduates and job-seekers is also 
key, as this may prevent overskilling at early career stages from which it is difficult to 
escape.

Policy-makers should also be aware that the goal of perfect skills matching is a 
chimera and that one-shot policy measures are likely to be short-lived. The reason is 
that a specific type of skill mismatch affecting an individual may change with seniority. 
Individuals whose skills are matched to their job skill requirements at one point are likely 
to become mismatched, in one form or another, at a subsequent time.
Some degree of skill mismatch may also be a sign of healthy dynamics in jobs markets, 
as would be the case when high observed underskilling rates in the adult workforce go 
hand-in-hand with a high share of dynamically changing jobs. This situation can be a 
marker of continued learning taking place among workers, with subsequent beneficial 
productivity outcomes and higher worker adaptability to economic change.
While too much literature and policy debate has tended to view skill mismatch as 
a cost, effective skills matching policies in Europe may provide an opportunity for 
healthier job markets. Policies that focus on disrupting the persistence of overskilling 
among demotivated workers, by promoting investment in higher-end product market 
technologies and better management practices, are likely to have positive long-term 
productivity outcomes and encourage continued learning and adaptability among staff.
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*The text in this article is from a chapter in the document Cedefop (2018). Insights into 
skill shortages and skill mismatch: learning from Cedefop’s European skills and jobs 
survey. Luxembourg: Publications Office. Cedefop reference series; No 106. http://data.
europa.eu/doi/10.2801/645011
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THE TVET EXPERT OF THE WEEK
Pooja Gianchandani, Germany
Pooja Gianchandani is an International Consultant advising 
public, private and multilateral institutions in developing 
and emerging economies of South Asia, EU and Africa 
on Technical Vocational Education and Training (TVET) 
programmes. She specialises in policy advocacy, industry 
engagement and international cooperation for designing and 
implementing skills programmes linked to employment. Since 
2007, she has played an instrumental role in synthesising 
private sector engagement for the National Skills Mission 

in India. Her experience with Public Sector Enterprises, Chambers of Commerce and 
Industry, Service Providers, Schools and Colleges, Vocational Institutes and International 
institutions has given her unique 360-degree exposure to challenges and opportunities 
facing policy development and programme implementation in the TVET sector. 
Her work in specific areas of National Qualification Framework, Sector Skills Council, 
Linking Education with Skills, Skills Knowledge Hubs, Upgradation of Industrial Training 
Institutes, India’s Skills Icons and Skills Pledge were early steps towards vitalisation of 
India’s TVET ecosystem. 
Pooja Gianchandani joined the Federal Institute for Vocational Education and Research 
(BiBB) as a Visiting Researcher in 2016 under the German Chancellor Fellowship 
programme of the Alexander Von Humboldt Foundation. She has conducted a qualitative 
research in the topic ‘Social & Economic benefits of Investing in Vocational Education & 
Training (VET)’ taking the case of German Dual Training system. 
Pooja Gianchandani is an active part of many on-going projects of the ILO, World 
Bank, ADB in South Asia and MENA region. She is contributing to the TVET policy 
development through knowledge papers and case profiling of Companies that are 
offering impactful TVET programmes to young learners. 
Suggested and Presented by Igberadja Serumu Igberadson

Pooja Gianchandani

Mobile: +49 176 21407430

Email: poojagianchandani@gmail.com, pooja@atomadvisory.in

LinkedIn: www.linkedin.com/in/poojagianchandani 

Twitter: @theskillspundit
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BOOK

JOB MATCHING, WAGE DISPERSION, AND UNEMPLOYMENT 
By Dale T. Mortensen and Christopher A. Pissarides

Job Matching, Wage Dispersion, and Unemployment 

Dale T. Mortensen and Christopher A. Pissarides are the recipients (with Peter 
Diamond) of the Nobel memorial Prize in Economics 2010. They have made path-
breaking contributions to the analysis of markets with search and matching frictions, 
which account for much of the success of job search theory and the flows approach 
in becoming a leading tool for microeconomic and macroeconomic analysis of labor 
markets. Both scientists have gained groundbreaking insights through individual as 
well as joint research. Consequently, this volume not only features several papers 
which helped shape the equilibrium search model, including some early contributions 
which have initiated the research on what is known today as the search and matching 
model of the labor market, but it also presents a joint paper by the IZA Prize Laureates, 
which is a complete statement of the equilibrium search and matching model with 
endogenous job creation and job destruction. As part of the IZA Prize Series, the book 
presents a selection of their most important work which has highly enriched research 
on unemployment as an equilibrium phenomenon, on labor market dynamics, and on 
cyclical adjustment.

Read more…(https://lucu.nkb.no/books-right-now/)

https://lucu.nkb.no/books-right-now/
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Advert in the Lucubrate Magazine

Mail to: lucubrate@nkb.no

PUBLIC FINANCIAL MANAGEMENT PLANNING and PROGRAM/ BUDGETING

Public/Government Sector 
Lucubrate offer on-site 
accountant training to 
shed light on challenges 
and solutions for a 
modern government and 
organizations. The trainer 
will be: Mr. Peter Welch, 
Tbilisi, Georgia, President/
Founder of GlobalCF0, 
LLC. 

Mail to: nkbpost@nkb.no
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The world is changing all around 
us. A skilled population is the 
key to a country’s sustainable 

development and stability. We know 
that obtaining a quality education is the 
foundation to improving people’s lives 
and sustainable development. To con-
tribute to skill people over the next ten 
years and beyond, we must look ahead, 
understand the trends and forces that 
will shape our business in the future 
and move swiftly to prepare for what 
has to come. We must get ready for to-
morrow today. We will make it possible 
for youth and young adults all over the 
world to gain skills they can use in the 
labour marked or to create their own 
jobs.  We will make it possible for every 
person to have lifelong learning oppor-
tunities to acquire the knowledge and 
skills they need to fulfil their aspirations 
and contribute to their societies. 

The Lucubrate project started in 
2017 by NKB. The aim for the 
project is to become one of the 

world leader in knowledge transfer 
independent of the country you live in. 
The Lucubrate Magazine is a part of the 
Lucubrate project. 
We recognize the creative power that 
comes from encouraging collaboration 
and innovation among a team of knowl-
edgeable experts. This unique energy 
is our greatest competitive advantage 
in the world marketplace.

• Our purpose is to bring Quality 
Education and Skills Everywhere.
• Our mission is to support 
education for building skills to 
all kind of businesses to create 
possibilities for jobs and make a 
lasting difference to people’s lives. 
Globally. 24/7.
• To be the world leader in 
knowledge transfer across all 
borders.
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