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Skill Level B

—Two to three years of post-secondary
education at community college or
institute of technology, or

—Two to four years of apprenticeship
training, or

—Three to four years of secondary
school and more than two years of on-
the-job training, training courses, or
specific work experience

—Occupations with supervisory
responsibilities

—Occupations with significant health
and safety responsibilities

Skill Level C

—One to four years of secondary school
education

—Up to two years of on-the-job training,
training courses, or specific work
experience

Skill Level D

—Up to two years of secondary school
and short work demonstration or on-
the-job training
Skill type is defined generally as the

type of work performed, although other
factors related to skill type are also
reflected in the NOC. One of these
factors is similarity with respect to the
education field of study required for
entry into an occupation. Another factor
is the industry of employment, where
experience within an internal job ladder
or within an industry is usually a
prerequisite for entry. The ten broad
occupational categories, based on skill
type, identified in the NOC are:

O. Management Occupations

1. Business, Finance, and
Administration

2. Natural and Applied Sciences and
Related Occupations

3. Health Occupations
4. Occupations in Social Science,

Education, Government Service, and
Religion

5. Occupations in Art, Culture,
Recreation, and Sport

6. Sales and Service
7. Trades, Transport and Equipment

Operators, and Related Occupations
8. Occupations Unique to Primary

Industry
9. Occupations Unique to Processing,

Manufacturing, and Utilities
While the NOC changes the way in

which occupations are grouped, it does
not change the basic definition of what
constitutes an individual occupation.
Some advocates of skills-based systems
suggest that occupations should be
distinguished by their unique
combinations of skills. There is no
system currently that uses this type of
combined skills base to classify
individual occupations.

(4) Economic-Based Systems

As has been recognized explicitly in
ongoing work by the Economic
Classification Policy Committee (ECPC)
(1993), classification systems should be
designed to facilitate the uses of the
information they provide. For example,
data on employment and wages
classified by occupation are used by
researchers and policy makers to
analyze a variety of labor market issues.
As initially pointed out by Cain,
Hansen, and Weisbrod (1967),7 to be
useful for economic analysis,
occupational groupings should be
relatively homogeneous in the sense
that a high degree of substitutability
should exist within each group
compared to between groups. Two
alternative approaches, each based on a
consistent economic concept, have been
suggested. A demand-based approach
would group jobs or workers based on
how employers choose to utilize
different types of labor. A supply-based
approach would group workers based
on how individuals choose how much
labor to supply and what jobs to enter.

A demand-based approach would
build on the technological relationship
between outputs and inputs that
economists term a ‘‘production
function.’’ Given a production function,
together with product prices, wages of
different types of labor, and prices of
other inputs, firms will choose labor
and other inputs so as to maximize
profits or minimize costs. A demand-
based classification approach would
view an occupation essentially as a
bundle of worker characteristics or
skills that are needed to produce the
product (for example, see Welch
(1969).8

Such a system would be invaluable
for analyzing a variety of issues
pertaining to labor demand. For
example, it would be helpful in
studying how the economy’s demands
for low and high skilled labor are
changing over time due to changing
technology and increasing globalization.
A demand-based system would be of
interest to researchers and policy
makers, students deciding what types of
courses to take, and unemployed
workers searching for work. Another
attractive feature of a demand-based
occupational classification system is
that it would be logically consistent
with the production-based industrial

classification system being developed
by the Economic Classification Policy
Committee.9

A supply-based conceptual approach
would group occupations on the basis of
considerations workers care about such
as their incomes and the consumption
aspects of their jobs (see Rosen, 1986).10

Measurable attributes that are important
to workers include the cost of obtaining
the requisite skills, the risk of layoff and
subsequent unemployment, onerous
working conditions, such as risks to life
and health and exposure to pollution,
and special work-time scheduling and
related requirements, including shift
work and inflexible work schedules. A
supply-based approach would group
occupations according to these
attributes. The resulting classification
system would yield data of interest to
both researchers and policy makers.

Both the demand-based and supply-
based approaches motivate attention to
some measure of skills in a
classification system. Seemingly very
different functions could require
virtually identical skills. For example, a
manufacturing firm may have a number
of jobs in which workers perform
different functions, but which require
very little specific training and similar
computer skills, motor coordination,
interpersonal skills, and amounts of
education. Because the workers in these
positions will have similar skills and be
nearly interchangeable, a demand-based
argument would justify their being
grouped together. If the positions do not
differ in terms of working conditions,
scheduling, and so forth, a supply-based
argument would also indicate that they
should be grouped together. From the
research economist’s point of view, it is
difficult to justify a system that makes
detailed distinctions between
occupations that require very similar
skills and have very similar job
attributes. Economic theory also
suggests that more detail is required
across high skill occupations than
across low skill occupations because
demand- and supply-based substitution
is much more difficult and costly across
high skill jobs than across low skill jobs.

Request for Comments
The Committee invites comments on

any aspect of the alternative
classification concepts. Specificity is
encouraged particularly in commenting


