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1. Key development issues and rationale for Bank involvement 
 

In 2005, the St. Lucian economy grew more than 5%, yet the economy continues to face obstacles to 
competitiveness. The economy, driven by tourism and related construction, has undergone a dynamic shift 
over the last decade marking a transition from mono-crop based agriculture to a service oriented 
economy—the percentage of people employed in agriculture, hunting and forestry declined from the 
1996-level of 24% to 14% in 2004, while direct employment in tourism rose from the 1996 level 21% to 
24% in 2004. In 2006, construction of hotels in St. Lucia has been underway adding 1100 rooms (25% 
increase), partly motivated by the 2007 World Cup Cricket. The growth in tourism and related service 
sector is expected to continue in the medium term.  
 
Yet to maintain high economic growth, St. Lucia and other OECS countries must undertake crucial 
reforms, including improving provision of skills to the economy. According to the World Bank report, 
OECS New Agenda for Growth, the OECS must address three crucial elements to maintain high 
economic growth in the medium run: (i) formulation of a long-term vision that positions the OECS 
Economic Union in the global economy; (ii) reorientation of the basic development model toward greater 
openness, competition and a more level playing field in the sub-regional economy, and (iii) the creation of 
new capacity in the labor force and the private sector to take advantage of emerging opportunities in the 
global market place. In Grenada, firms cited shortage of skilled labor as the number one constraint to 
increasing competitiveness. Therefore, enhancing the employability of youth would help increase 
competitiveness of the economy, especially in the expanding sectors. For example, the expansion in hotel 
rooms in St. Lucia is expected to increase demand for around 2,500 persons in 2006 and 2007. Expanding 
the pool of qualified labor would improve the quality of services in the industry and assist in lowering the 
wage-pressure.  
 
The recent economic expansion provides St. Lucia and the OECS with an opportunity to broaden the 
gains of growth to youth. Across the globe, youth unemployment is 2-3 times larger than adult 
unemployment, and St. Lucia is no exception. Youth unemployment was 39% in 2004 compared to 19% 
for the whole workforce. Youth unemployment imposes a high risk to society via forgone earnings and 
increased risks of deviant behavior. The Caribbean Youth Report estimates that bringing youth 
unemployment to the level of the whole workforce would increase GDP by 1.3%. Youth unemployment 
is caused by: (i) low labor market relevance of schooling; (ii) little assistance and knowledge about the 
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transition from schooling to the world of works; (iii) fewer low-skilled positions in the economy due to a 
slowdown in traditional industry; and (iv) the existence of a high reservation wage due to out migration 
and opportunities in the informal economy.  The Caribbean Social Protection report recommends that 
social assistance in the OECS could be refocused to providing “a hand up rather than a handout.” This 
would provide incentives for market-responsive training programs and in parallel improve targeted 
conditional cash transfers, job search and other social protection programs. Given this high level of 
annual growth, the government has a window of opportunity to increase youth employment through 
assistance in successfully transitioning from school to work through training and job-search activities.  
 
Better preparation of young people through more relevant education and training would increase 
employment outcomes for youth. Education is a key factor for a successful career in the OECS. For 
example, in St. Lucia, a worker with secondary education has on average a 73 percent higher wage than 
one with only primary education, while a worker with post secondary education earns a wage 146 percent 
higher than a primary education holder. The OECS governments have taken strong actions to reap these 
returns by advancing universal secondary education. However, schooling seems insufficiently focused on 
labor market skills and overly oriented towards an academic career. For example, teaching does not 
impart life skills (reliability, communication, teams skills etc) demanded by the services sectors. Since 
only 11% of secondary school age graduates enroll in tertiary education in the OECS, there is a need to 
better link the education system with labor demand. Improving curricula and teaching in secondary and 
tertiary education to better reflect labor market demands is the first best option, but it will take time, and 
will probably never eliminate difficulties in transitioning from school to work. There is a need for specific 
training of young people to actively assist this group gaining a first job experience. This would reduce the 
share of youth losing human capital and engaging in deviant behavior.  
 
Providing training through quality programs closely tied to employers’ need would increase impact and 
incentives for training.  The Governments in the OECS invest a modest amount in public training, mostly 
through small public training programs. For example in St. Lucia, the National Skills Development 
Center (NSDC) helps youth gain employment through the provision of vocational training, life skills and 
traineeships. However, demand outnumbers supply by 150%. While formal impact evaluations are 
lacking, traineeships seem a successful means for youth to gain a foothold in the labor market. Half of the 
trainees report finding employment at the end of such programs. However, employers criticize public 
training as being of low relevance. Further, training youth according to standards valued by employers 
and the government would provide youth with an added incentive for training. The challenge is to design 
an efficiently operating training program that yields social gain by training unemployed youth and, at the 
same time, provides the private sector with well-prepared and motivated trainees. 
 
Public-private partnership in education would increase the impact of investments in education and 
leverage private resources. The OECS countries invest a substantial proportion of public resources in 
education almost exclusively via direct institutional funding. For example, St. Lucia invests on average of 
6.8% of GDP compared to 4.8% for OECD countries and 4.1% for LAC. Improving the relevance of 
education and training through closer linkages with employers would enhance outcomes of the 
investment. Further, a public-private partnership could show case needed examples of how public funds 
can leverage private resources. Lastly, a well-designed and efficient program to increase employability of 
youth could also lead to lower spending on social protection. 
 
In the medium term, the OECS countries would reap substantial benefits by jointly administrating a 
training program. There are at least five reasons why the OECS would gain from collaboration within 
training: (i) a common need for increasing youth employment; (ii) creation of a market of training 
providers operating under a joint set of rules would yield economies of scale and drive down the cost of 
training; (iii) reduced preparation time costs by developing one common project; (iv) lower 
administration costs and increased professionalism during implementation by establishing one common 
program; and (v) the introduction of the Caribbean Single Market Economy (CSME) implies that the 



region increasingly relies on one common labor pool. As demonstrated by the Eastern Caribbean 
Telecommunications Project, which leveraged sub-regional economies of scale within 
telecommunication, it is essential to have political buy-in for regional initiatives. Further, other sub-
regional projects show that in order for such programs to be successful, they must operate efficiently, and 
be able to tailor programs to local demand.  
 
Lessons Learned, Bank Instruments and Past Operations: The CAS Completion Report for the FY02-
FY05 period noted the Bank’s greatest impact has been achieved in interventions involving policy 
reforms and furthering regional integration. Further, the World Bank Quality Assessment Group’s recent 
review of the Bank portfolio for OECS countries for FY02-06 found that slow implementation was 
mainly caused by limited available institutional capacity. Finally, the QAG review cited that APLs and 
LILs, “would be the lending instrument of choice for the OECS, unless the Bank can offer more flexible 
and less costly products for multi-country lending.” Following from this advice, this project will seek to 
pioneer a “customized” APL designed to allow for a simplified APL through smaller loans and to provide 
flexibility to increase the project scale both vertically and horizontally in St. Lucia and across the wider 
OECS region, during potential subsequent phases. 
 
International experience from training programs shows abundantly that training outcomes are best when 
the employer is involved in decision making on the training provider and the content of training.  
Experience, particularly from Europe, has shown that labor market insertion can be successfully 
improved, including for disadvantaged population groups, if intermediary services that effectively link 
labor market demand with supply are provided. In a recent World Bank paper, “Impact of Active Labor 
Market Programs,” colleagues point out that youth training programs have faced mixed results, notably 
there are a few studies in developing countries, particularly in Latin America, where youth training 
projects have had positive impacts for programs that integrate training with remedial education, job 
search assistance, and social services.  
 
Bank Rationale- The proposed project falls under Pillar One—Supporting Growth and Competitiveness—
of the OECS Country Assistance Strategy (CAS) for 2006-2009. The CAS highlighted “growing 
unemployment, specifically among young people” as one of the core challenges which must be addressed, 
offering support for both “stimulating growth and competitiveness” as well as “reducing vulnerabilities, 
particularly targeting at-risk youth” in the two pillars of the CAS. The design of this project would be 
based on the findings of two AAA—The Caribbean Social Protection Strategy (2005) and the 
forthcoming OECS Skills Enhancement Policy Note. Further, key findings from the World Development 
Report 2006 on Youth will be taken into account. In addition, the project would complement the ongoing 
OECS Secondary Education APL and the Caribbean Knowledge Learning Network project (CKLN) by 
better linking education to labor market demands and by offering assistance to youth who face difficulty 
in gaining a foot hold in the labor market.  Further, the project will draw upon lessons learned Bank wide, 
and create synergies with similar Bank programs in the Dominican Republic, Chile and Colombia.  
 
The proposed project would use Bank resources to leverage more effective investment by Government 
and other donors by:  (i) piloting and evaluating a new modality for demand-driven training through 
existing institutions (such as NSDC and employer-based training partnerships); (ii) investing in 
institutional strengthening and policy action-planning; and (iii) working closely with the other OECS 
client governments as well as with other donors and regional bodies during preparation and 
implementation.  
 

2. Proposed objective(s) 
The objective of the first phase of the APL is to assist the Government of St. Lucia to increase the 
employability of youth. This objective will be pursued through the establishment of a competitive 
training fund that finances demand-driven training and traineeships.  



The two key indicators are: 
• Outcome: % of unemployed trained youth who are employed six months after the traineeship. 
• Immediate outcome: Number of trainees that successfully complete the training program and 

traineeship.  
 
Ultimately, it is expected that improved employability of St. Lucian youth will contribute both to reduced 
vulnerability among youth as well as to improved competitiveness of the St. Lucian economy. 
 
3.    Preliminary description 
 
The project would be relatively simple, consisting of two components. The first would support the design 
and piloting of a training fund for financing pre-service training on a competitive basis. The second would 
support evaluation of the training fund, as well as institutional strengthening and action-planning related 
to complementary programs and policies, designed to enhance the sustainability of the impacts of the first 
component and to lay the groundwork for subsequent phases of the APL.  
 
Component 1 Establishment and Piloting of a training fund 
The training financed by the fund would be based on the following five principles: 
 
Training will be demand driven. Trainees will receive training in skills that are demanded in the labor 
market. This increases the probability that the trainees will gain employment at the end of the program. 
To ensure a match between supply and demand, prospective employers will select the training contents 
and the provider. Participation will be voluntary. Employers would contribute to the cost of the training to 
ensure genuine interest in the training and increase financial sustainability of the program. Key criteria for 
private sector willingness to participate in both the training fund and the mandatory youth apprenticeship 
component will be further explored during project preparations. 
 
Training will target unemployed youth who are actively seeking jobs. It is expected that the fund would 
finance training for secondary school leavers (drop outs and graduates) and potentially other unemployed 
youth. Priority would be given to trainees from disadvantaged areas of the country. The project would 
include efforts to mobilize prospective trainees to apply for training and to meet with employers.  It is 
expected that uptake from the relatively more motivated and well-prepared segment of the target group 
(secondary school leavers) would be higher. During project preparation, it will be decided (i) the specific 
target criteria, and (ii) whether additional support should be provided for example through a second 
window of the fund to less motivated groups.  
 
Training will be short and focused. The training fund is expected to finance courses from around 1 to 3 
months. Training contents will be agreed between the employer and the provider. It is envisaged that 
training will include generic job skills (e.g. punctuality, responsibility, presentation, teamwork, and 
communications) as well as job specific skills related to an occupation. For example front office staff, 
room attendants, and food and beverage personnel for the hospitality sector.  
 
Training will include work attachments in companies. As part of the program, the employer commits to a 
structured work attachment of 3 to 6 months for the sponsored trainees. The work attachment has two 
purposes: (i) allow the trainee to learn on the job and prove his or her value to the employer; and (ii) 
permit the employer to assess the value of the trainee to the firm at a reduced cost. The employer is 
required to provide guidance and on-the-job training of the trainee. The trainees will receive a modest 
stipend for transportation and living costs. The employer has the option to offer a wage payment in 
addition to the stipend. At the end of the attachment, the employer can decide on whether s/he would offer 
a job to the trainee. 
 



Finally, to build regional participation in the training fund, the project is working actively with 
representatives of the OECS Secretariat in St. Lucia to inform other OECS government about the 
initiative. The government of Grenada has expressed interest in the project. Further, representatives from 
other OECS islands would participate in the projection implementation of the pilot project in St. Lucia. 
This would also increase objectivity in the selection of benefiting firms and trainees. 
 
Component 2 Improving Policies 
This component seeks to improve the policy framework for the project by increasing quality and market 
value of training as well as developing complementary policies. It would have three sub-components: 
 

(i) Introducing and validating occupational standards. Training financed through the training 
fund would be guided by occupational standards.  Occupational standards document what 
kind of skills and knowledge an employee is expected to know for a given occupation and 
level. The project would adapt and validate existing occupational standards used elsewhere in 
the Caribbean for a subset of key occupations, in particular for the hospitality sector. The 
private sector should play a key role in this validation process.  Training providers would 
train to these standards. A modest accreditation program would be funded to ensure that 
training providers meet quality expectations and train to the agreed standards. 

 
(ii) Develop complementary policy action plans. This sub-component would finance institutional 

strengthening and capacity building designed to lead to action plans that could guide the 
government in future policymaking and could include modification and/or rationalizations of 
existing programs. The development of three plans are proposed: (a) actions to include more 
vulnerable groups (than assisted through the training fund) into the economy; (b) actions to 
better align the graduates of the education system with employers’ demand, and (c) actions to 
build consensus and follow up on the SP Strategy paper to identify specific reforms and 
possibly new programs to strengthen the social protection system (e.g. for displaced workers, 
of for emergency safety nets).  

 
(iii) Monitoring and Evaluation of outcomes. This subcomponent would support evaluation and 

development of proposals for improvement to the training fund financed in component one. 
 
3. Safeguard policies that might apply 
No safeguard policies are expected to apply 
 
4. Tentative financing 
Source: ($m.) 
BORROWER 0.70 
IBRD/IDA 2.2 
OTHERS : PRIVATE SECTOR 0.10 
 Total 3.00 
 
5. Contact point 
Andreas Blom, Education Economist,  
(202) 458.7351 ; ablom@worldbank.org 

 


