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Letter to the Minister

Dear Minister

On behalf of the Australian Workforce and Productivity Agency (AWPA), | am pleased to
present Future focus, the second national workforce development strategy for Australia. The
strategy builds on the work undertaken for Australian workforce futures, our inaugural strategy
published in March 2010.

Our vision is to realise Australia’s growth potential through a highly skilled and adaptable
workforce where skills are used effectively to meet the increasingly complex needs of industry,
and individuals are able to fulfil their potential. This report demonstrates how workforce
development can help us achieve our vision, with benefits for industry, individuals and the
national economy.

The changing nature of work poses a new set of challenges for the future, with new
technologies, a growing focus on digitisation, and demand for flexibility in both the workplace
and the home. The future is uncertain, but we need to be ready to meet it—whatever it holds.
To this end, AWPA has used a scenario approach to gain an insight into possible futures, with
modelling to underpin planning for what is likely to occur, and what is more uncertain.

Building on the scenarios and the modelling based on them, the new strategy is directed
towards two goals: to take account of issues that have emerged since 2010, and to prioritise
those areas where more change is needed.

If we are to maximise our productivity and strive for innovation, we will need to ensure that
Australia has the right skills in the right place at the right time. But, crucially, we will also need
to make sure that individuals, enterprises and industries alike are using those skills to their full
advantage.

This strategy was born out of a collaborative process, with input from colleagues in industry,
the education and training sector, state training boards, enterprises, and not-for-profit
organisations. The 84 submissions received from stakeholders in response to the initial
discussion paper were invaluable in shaping the development of the strategy. Briefings,
discussion sessions and forums were held across the country during the consultation period.

| would like to express my gratitude to the external members of the expert steering group,

Dr Tom Karmel, Professor Sue Richardson, Mr Glenn Wightwick and Professor Glenn Withers,
for their invaluable insights and guidance. We are also fortunate to have a very committed board
and secretariat, who have brought considerable energy and dedication to this challenging and
critical project.

Yours sincerely

PA{» B tlock

Philip Bullock
Chair, Australian Workforce and Productivity Agency
March 2013
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Overview

Australia has enjoyed sustained prosperity over the last two decades. Real GDP has doubled
and employment has increased by more than 50 per cent, while the nominal value of household
wealth in Australia has more than quadrupled.

The challenge now is to sustain this prosperity by developing the nation as a knowledge-
intensive economy, growing our capacity for cutting-edge innovation and supporting
productivity growth while also building our communities and supporting environmental
sustainability. This has to be achieved at a time of rapid change, when Asian economies such as
China, India and Indonesia are growing rapidly, our economy is restructuring and developments
in technology mean that even the smallest business feels the impact of globalisation.

There is a widening gap between the expected supply of higher level skills and expected
industry demand. This has implications for Australia’s productivity performance. By 2025,
according to modelling developed for this strategy, Australia could be 2.8 million short of the
number of higher-skilled qualifications that industry will demand.!

At the same time, many Australians lack the language, literacy and numeracy (LLN) skills

to participate in training and work. Only just over half (54 per cent) of Australians aged

15 to 74 years have been assessed as having the prose literacy skills needed to meet the
complex demands of everyday life and work. Results were similar for document literacy with
53 per cent and numeracy with 47 per cent achieving this level.? People with poor LLN skills
are less likely to find a job, or benefit from training that depends on those skills.

Our vision is to realise Australia’s growth potential through a highly skilled and adaptable
workforce where skills are used effectively to meet the increasingly complex needs of industry,
and individuals are able to fulfil their potential. The responsibility for realising this vision will

be shared between industry, government and individuals. We are committed to seeking
partnership among all stakeholders to pursue this critical national agenda.

AWPA believes that the way to achieve this vision is through workforce development.
Workforce development is concerned with:

v providing knowledge and skills in tertiary education

v matching tertiary provision to the needs of industry, individuals and society
v using knowledge and skills effectively at work

v further developing knowledge and skills in the workplace.

To manage change and make the most of future opportunities, ‘adaptive capacity'—preparing
people and workplaces to respond flexibly and creatively to changing circumstances—will be
essential.

With a view to avoiding skills shortages, improving productivity and enhancing participation,
AWPA has developed a suite of scenarios for Australia to 2025 as a basis for modelling
Australia’s workforce needs and developing policy to help meet those needs. The four
scenarios—The Long Boom, Smart Recovery, Terms of Trade Shock and Ring of Fire—outline
possible, plausible futures for Australia that help us to plan for an uncertain world. The Long
Boom is a scenario of sustained prosperity and a restructured economy. Smart Recovery sees
uncertainty in Europe and the United States resulting in low growth to 2015 followed by a
knowledge-based recovery. In Terms of Trade Shock, resource prices fall, resulting in a more
balanced economy. Ring of Fire is a risky world with multiple shocks and ongoing lower growth.

v.



The modelling of the scenarios allows us to compare projections of the future demand and
supply of labour and the characteristics of that demand and supply.

Analysis of our scenarios and associated modelling has identified some themes that are
common to all scenarios. These indicate areas of relative certainty for policy makers. One such
area is Australia’s ageing population and the effects this will have on participation rates and
health costs. The need for growth in qualifications, especially high-level qualifications, is the
most important common theme arising from the scenarios. This will be particularly important
in the delivery of services to Asia. The fastest occupational growth is projected to be in
professional and managerial areas and the fastest industry growth in Health Care and Social
Assistance.

Building on our scenarios and the modelling based on them, our new strategy is directed
towards two goals: to take account of issues that have emerged since Skills Australia published
Australian workforce futures, the first National Workforce Development Strategy, in March
2010, and to prioritise those areas where more change is needed.

To enhance workforce development in Australia we need to act across a range of areas:

v positioning Australia as a knowledge economy through skills development and targeted
planning

v improving productivity in the workplace

v building labour force participation to meet the current and future needs of industry and
individuals and promote social inclusion

v equipping Australians with the language, literacy and numeracy skills needed for full
participation in community life, education and work

v enabling individuals and the tertiary system to respond flexibly and creatively to change
v strengthening quality in the tertiary sector

v investing in the tertiary system and workforce development strategies to meet our skills
needs.

Positioning Australia as a knowledge economy through skills development and
targeted planning

Conservative estimates suggest that increasing non-resource exports to Asia
through improved Asian capabilities could benefit the Australian economy by
$60 billion to $115 billion over 10 years.®

For Australia today, the growing wealth and influence of Asia bring new opportunities but also
competitive challenges, including for talent. Technology is rapidly changing not only the way we
work and do business, but also the way we teach and learn.

Regardless of what eventuates in the future, investment in skills must be a priority. Skills
more than pay for themselves and are part of the solution to participation, skills shortage and
productivity challenges.

Our modelling shows that demand for skills will be strong in the years to 2025, with the total
demand for qualifications held expected to increase by between 3 and 3.9 per cent on average
each year in the three higher growth scenarios. On this basis, Australian governments will need
to support the achievement of a minimum annual growth of 3 per cent in tertiary enrolments.
This demand for qualifications is driven by the increasing size of the labour market, changing
employment composition, retirements, skills deepening and skills broadening.
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Projected growth in industry demand for total qualifications held (as opposed to persons
holding qualifications) is expected to be strongest at higher qualification levels, including
postgraduate, undergraduate and diploma/advanced diploma. The rate of projected annual
growth in industry demand for postgraduate qualifications is between 3.9 per cent and

4.9 per cent in the three higher growth scenarios, while for undergraduate qualifications it is
between 3.3 per cent and 4.1 per cent. For diplomas and advanced diplomas projected annual
growth is between 3.3 per cent and 3.7 per cent.

Industry demand for Certificate Il and IV qualifications is projected to grow between 2.8 and
4.0 per cent in the three higher growth scenarios, while the demand for Certificates | and

Il shows more modest growth. AWPA recognises the importance of Certificates | and Il in
increasing workforce participation and as a pathway to higher level qualifications, especially for
those from backgrounds of disadvantage. Nevertheless, the modelling confirms the importance
of supporting progress from lower level to higher level qualifications.

With the advent of a student demand-led system in higher education and increasingly in
vocational education and training (VET) and the associated move away from the rationing of
student places, it has become more difficult to anticipate the future supply of qualifications. In
this environment the development of workforce development plans for priority sectors and the
monitoring of skills supply, especially for specialised occupations, will remain a critical element
in meeting our workforce needs.

Improving productivity in the workplace

In recent years, the high Australian dollar has increased the purchasing power of household
incomes. But this will not continue indefinitely, at least not in its present form. If we want
to continue to lift our standard of living we will need to look elsewhere—to productivity
improvements.*

Skills that are acquired in training are of little use if they are wasted in the workplace. Improved
work organisation and job design make better use of employee skills and capabilities, with
productivity benefits for the enterprise as well as the economy.

Workforce development occurs most naturally within the enterprise. It is influenced by many
factors including the commercial realities which influence decisions regarding choice of skills,
upskilling staff, improving utilisation of skills and addressing issues around recruitment and
retention. Within this environment governments have limited direct influence but there is scope
for government-funded training programs to encourage better use of skills through changes to
work organisation.

While employers do invest significantly in training, more enterprises need to see skills
development and utilisation as an investment rather than a cost. There is a role for government
and industry peak bodies in raising awareness of the need for productivity improvement,
especially in small and medium enterprises (SMEs). Business improvement services help small
enterprises to reach their full potential and AWPA supports further expansion of the successful
Enterprise Connect program. We also support further efforts to align government programs to
facilitate workforce development.

Workplaces with effective leaders and managers are generally more productive and innovative,
and have better financial returns. Our modelling shows increasing demand for managers

across all scenarios. It is important to ensure they have the skills to foster high-performing
workplaces and better use of skills. It is time for a new comprehensive review of leadership and
management to ensure that Australia has the management capability to meet our potential.

v,



Across Australia we see excellent examples of successful programs led by regional partnerships
designed to enhance the sustainability and growth of their region. These plans are often holistic
in scope, with skills playing an important role. These region-based and -led initiatives offer great
potential for enhanced outcomes through the more effective and efficient use of limited funding
and resources, not to mention the committed ‘ownership’ of the stakeholders.

Building labour force participation to meet the current and future needs of
industry and individuals and promote social inclusion

The annual expansion in qualification completions of at least 3 per cent per annum that we
recommend to meet the needs of industry will also make a major contribution to lifting labour
force participation rates, increasing social inclusion. People aged 25-64 holding a qualification
are nearly 20 per cent more likely to be in the labour force than those without a qualification.®

If this relationship continues to hold, the increase in the proportion of the population with
qualifications projected in our main scenarios will support a lift in labour force participation from
the current rate of 65.1 per cent® close to the goal we advocate of 69 per cent.

However, meeting the projected expansion in demand for qualifications requires greater
participation in tertiary education from less advantaged sectors of the population. Simply
expanding the availability of places in tertiary education is not enough. Additional funding is
required to expand training delivery strategies and wraparound services to support people who
are disadvantaged to participate in training and employment.

Significant gains could also be achieved through a better alignment between job services
providers and training providers and investment in extended post-placement support for job
seekers to convert more placements into sustainable employment.

We know that there are, and will increasingly be, skills shortages in industries that traditionally
have a predominantly female workforce such as Health Care and Social Assistance, and

in industries that have a preponderance of male workers such as Mining. There is merit in
supporting industry-led initiatives to increase the participation of men and women in non-
traditional industries in sectors where growth is anticipated.

Older people with qualifications who are already in work are likely to be able to continue in
employment over the age of 55 if they wish to do so.” However, those who are lower-skilled are
vulnerable to unemployment. Consideration should be given to upscaling programs designed to
address the needs of older workers seeking to remain in employment, such as the Experience+
program, as these programs currently cater for numbers that are small relative to the scale of
the problem.

Equipping Australians with the language, literacy and numeracy skills needed for
full participation in community life, education and work

Without an urgent effort to improve LLN in Australia, we will be unable to achieve either the
skills deepening or the increased participation that the Australian economy requires.

Around 6 million people have less than the minimum prose literacy skills required to
function fully in life and work.®

Information about the impact of LLN skill development programs and initiatives is limited, since
the Adult Literacy and Life Skills Survey is conducted only every five to 10 years. A national
sample survey for the assessment of literacy and numeracy levels of the adult population based
on Australian Core Skills Framework levels would provide a tool to regularly monitor the supply
of LLN skills in Australia, allowing programs to be targeted more effectively.
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In Australian workforce futures, Skills Australia recommended establishing a National
Foundation Skills Strategy. While this recommendation has been taken up, little funding is
available to progress the initiatives, including the priority to raise awareness and commitment to
action.® We believe more needs to be done to progress implementation as a matter of urgency.

Those requiring LLN support may be older workers looking to update or refresh their skills.
They may be people from culturally and linguistically diverse backgrounds, or individuals

who left secondary school early and are looking to upskill. They may be existing workers or
unemployed. Increasing the public's understanding that low LLN skills affect a significant
portion of Australians would help reduce stigma and allow people to feel comfortable seeking
assistance.

A public awareness campaign to promote awareness of the issue and showcase the assistance
available is still needed. There is also no central point for people to access information about
assistance with LLN or to link them to the programs that are available. If demand for LLN
training is to increase, we need a comprehensive national information service to provide a
gateway for people to access training and support.

The majority of LLN training is delivered in the VET sector, including by adult and community
education providers. To ensure that LLN is delivered effectively through qualified specialists,
including in the Australian Government’s Workplace English Language and Literacy Program,
Language, Literacy and Numeracy Program and Australian Migrant English Program, further
support and funding for the LLN Practitioner Scholarships Program is needed and we need to
provide professional development to better equip VET teachers to recognise the issues and
refer or deal with them as appropriate.

It is important to think beyond programmatic responses. One way of doing this is to fund a
Workplace Champions Program to foster a culture of lifelong learning and promote foundation
skills training in the workplace. This will help raise the profile of LLN training and connect
employers and employees with information they need if they are to seek help.

Enabling individuals and the tertiary system to respond flexibly and creatively to
change

Over half of Australians stay in their jobs for less than five years."® The notion of a ‘job for life is
already largely a thing of the past. The changing nature of work and workplaces, combined with
the uncertainties of industry structure across the scenarios, highlight the importance of building
adaptive capacity across all the important transitions of a working life. The tertiary system,

100, needs to be flexible and forward-looking, with the capacity to respond quickly to meeting
changing industry and individual needs. Developing adaptive capacity in the individual and the
tertiary system will in turn facilitate innovation.

The demand for flexibility and mobility in the future world of work will impact the way

people manage their careers. Currently there is little research or data about career advice,

but indications are that access is patchy and quality is variable. There is an important role for
industry in providing career development advice underpinned by up-to-date labour market
information and a ‘real life’ perspective'’ so that student interests and those of mobile job
seekers can be aligned with industry needs. Australian governments need to align and
strengthen career development services to encourage greater industry involvement and ensure
high-quality services, and we advocate the creation and promotion of a national brand for career
development advice.



Industry demand for qualifications is not static, and we caution against the use of a ‘firstness’
approach, limiting access to public funding for more than one VET qualification. This approach
may prevent people from retraining in crucial areas, especially due to structural adjustments in
the economy. In addition, for casual and contract workers, and individuals on low incomes who
may be in jobs with little opportunity for progression or improved pay, it may be difficult or even
impossible to afford an additional qualification for a new industry or occupation. Restrictions to
the funding of individual learners may stifle the adaptive capacity needed for the future world of
work.

To this end, we propose that jurisdictions review their approaches to entitlement to ensure
people are supported to undertake a further qualification in areas in need of skilled workers or
to develop foundation skills, regardless of whether they have already ‘used’ their entitlement in
a different field of study.

In workplace surveys, employers routinely rank work experience as among the
most important attributes they need in their staff.'?

Employers are demanding work-ready graduates. One way of bridging the gap between higher
education and work is via work-integrated learning, in which work practice informs theory either
within formal curriculum or via co-curricular means.'®* However, opportunities for students are
limited, and employers, particularly small businesses, find that it is costly and time-consuming
to make opportunities available. This may also be the case for internships, a form of on-the-job
training, usually unpaid, also known as ‘work experience’ or ‘industry placements’. Another way
of bridging the gap is via professional cadetships, where an employer agrees to contribute to,
or subsidise the cost of, an employee’s education. There is benefit in collaboration between
government, providers and industry to expand opportunities for work-integrated learning

and to support further development of professional cadetships in identified higher education
occupations and higher level VET qualifications.

Recent reforms developed by the National Skills Standards Council (NSSC) have made

training packages more flexible for industry and individuals. Inclusion of language, literacy and
employment skills is now mandatory and more tightly linked to assessment requirements.

At the same time, there is evidence that methods of teaching focused on developing
entrepreneurial skills, creativity and teamwork will become increasingly important. We advocate
that the NSSC and Industry Skills Councils further develop the reforms in VET products for the
21st century to investigate how training packages can most effectively build adaptive capacity
for the changing context and nature of work.

VET in Schools programs can play an important role in helping young people transition from
learning to earning. However, outcomes can be variable and there is industry concern about
consistency in implementation within and across jurisdictions and about involvement in
structured on-the-job training as opposed to simulated environments in school settings. More
broadly, we support a review of policy for VET in Schools delivery across jurisdictions.

Apprenticeships are closely aligned to the economy and provide industry with the skills it needs
to grow, while also giving individuals pathways to skills formation. We need to ensure that

they are consistent, flexible and adaptable. Insights from overseas experience suggest that the
definition of apprenticeships may have been stretched too far and that it is important to refocus
on the relationship between the employer and the worker that is the core of the apprenticeship.
Apprenticeships must continue to adapt to the changing world of work and AWPA welcomes
the exploration of new delivery models by a number of jurisdictions.
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Progress towards better integration between VET and higher education—for example in
the provision of joint programs—is welcome. The importance of creating flexible pathways
that enable learners to move seamlessly back and forth between VET and higher education,
depending on the skills they are seeking, cannot be overstated. It is disappointing, however,
that there has been less progress in the provision of Commonwealth-supported higher
education places for specialist vocational degrees awarded by the VET sector.

While there are good practice examples demonstrating progress on pathways from VET to
higher education, more needs to be done. We need evaluation of their effectiveness and
consideration of other ways to systematise articulation arrangements. \We believe there is
benefit in a broad review of the interface and overlap of delivery between VET and higher
education to build on the good examples of integration and pathways that exist.

Strengthening quality in the tertiary sector

Shifting to a demand-based funding system has not always been easy for the public

VET provider, Technical and Further Education (TAFE). TAFE systems, infrastructure and
organisational arrangements were established for a more certain world. But TAFE institutes
are the bedrock of the national VET system, offering vital programs in industry areas and
geographical locations that other providers would find problematic. While many individual
institutes have coped well with these new challenges, AWPA supports those authorities that
have recognised TAFE's distinctive role and position in the national VET system and have
funded it appropriately.

Quality remains a concern in the VET sector, where there has been a persistent decline in
funding per annual student hour, and where total funding is failing to keep pace with the
substantial growth in full-time equivalent students. The Productivity Commission reports a

14 per cent decrease in government expenditure per student annual hour between 2006 and
2010. A review of funding in the VET sector is needed to determine an appropriate price for the
delivery of high-quality VET.

AWPA welcomes the review of national standards for the regulation of VET. This is considering
issues we have previously supported, including lifting entry barriers for new registered training
organisations (RTOs) and provisional registration. However, we believe the review should

also consider introducing a requirement for externally set and administered assessments for
identified high-risk qualifications and more stringent requirements for RTOs delivering high-risk
qualifications such as the Training and Education Training Package.'

Australia needs a national and broad-based approach to VET workforce development. Skills
Australia’s 2010 report, Skills for prosperity, recommended that there should be a national
workforce development strategy for the VET workforce that would elevate the issue as a
central national priority. Given the patchiness of measures to address quality in teaching,
learning and assessment in the VET sector, AWPA supports the establishment of a new
national program and overseeing body based on the model of the Office for Learning

and Teaching in the higher education sector. The new body would prioritise professional
development for VET teachers in developing learners’ adaptive capacity, addressing LLN,
e-learning and the delivery and assessment of higher level qualifications.



Investing in the tertiary system and workforce development strategies to meet
our skills needs

To sustain Australia’s economic growth and meet industry demand for qualifications at between
3 and 3.9 per cent per annum, we recommend that total real spending on tertiary education
increase in line with the long-term real GDP growth rate. This is estimated at an average of

3.3 per cent in our higher growth scenarios and by Treasury at 3.1 per cent. If spending on
tertiary education is maintained at today's share of GDP, as recommended, Australia will be
spending 0.1 per cent of GDP more in this area in 2025 than currently projected by Treasury.’

To realise Australia’s capacity for growth we recommend additional investment of public and
private expenditure per year to 2025, with this additional expenditure increasing at an annual
rate of $1.3 billion by 2025. The suite of measures we advocate will position us well to meet
our future skills and workforce development needs, regardless of what the future holds. They
are underpinned by strategies to improve productivity by supporting workforce development,
improve quality and ensure we have the adaptive capacity to meet the challenges of the future
world of work.

In addition to improved productivity, avoidance of skills shortages and opportunities for
individuals through better skills and greater labour force participation, there are also significant
financial benefits to be realised.

We have compared our recommended additional investment to the increase in expenditure as
estimated by the Treasury, consistent with a continuation of existing policy and the projections
of increased participation from the 2010 Intergenerational Report. We estimate that the
additional expenditure over and above the projected cost of maintaining existing policy would
amount to around $2.1 billion by 2025. However, the additional revenue relative to continuing
existing policy from the increases in participation, employment and output, would amount to
around $24.8 billion in the Long Boom, $6.7 billion in Smart Recovery, and $10.3 billion in the
Terms of Trade Shock scenario.'®

Clearly these increases in revenue very substantially exceed the increase in costs from AWPA's
proposals. Therefore we can say with confidence that the additional expenditure involved in
funding our proposals is a sound investment.

To meet Australia’s future skills needs we need an overall expansion in real terms of public

and private funding of the tertiary sector of at least 3 per cent per annum to meet industry
demand. This would require an additional $860 million in public and private expenditure in 2014,
compounding annually to reach $1,1790 million in 2025.

We recognise the resources already in place to provide support for building the skills and labour
force participation of disadvantaged groups in VET but believe more investment is required.
The 2008 Bradley Review of Australian Higher Education recommended additional support

for learners from low socio-economic backgrounds to enable greater participation in higher
education, and this was accepted by the Australian Government. The VET sector currently
provides for more than three times the number of students from the lowest socioeconomic
background than higher education, and it is the potential port of entry for students currently
not accessing tertiary education. In advance of an exact assessment of needs arising from the
VET funding review, we recommend an additional expenditure similar to that provided in higher
education of at least $200 million per annum, which is above that of the Bradley Review but at
the same time recognises the investment already made by the jurisdictions.
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To address the critical issue of low levels of LLN that continue to hold us back, we recommend
funding of $16 million in 2014 for a number of specific recommendations to support the
National Foundation Skills Strategy and address other gaps we have identified. This issue will
also be addressed through the funding attached to our broader recommendations to increase
tertiary qualifications and to provide extra support to less advantaged people.

We recommend funding other areas in our suite of measures, including tertiary sector quality
and workforce development, at a total additional cost of $100 million in 2014. These include
expansion of business improvement services for SMEs, strengthening and aligning career
development services and measures to ensure quality teaching and learning in the VET sector.

Our recommendations apply to both public and private expenditure. Given the constraints

on public expenditure and the private benefits that are received especially from higher level
courses, consideration should be given to ways of raising the level of private contribution. Most
domestic undergraduate students in higher education use income-contingent loans to cover
fees. Repayments of loans by former students now make a major contribution to offsetting
government advances for loans. In the VET sector under a Council of Australian Governments
(COAGQG) national partnership agreement, income-contingent loans are being made available

at diploma and advanced diploma level and are to be trialled at Certificate IV."” Another model
is the Australian Government’s National Workforce Development Fund (NWDF), where fund
participants are contributing between 33 per cent and 66 per cent of the cost of training, far
higher than the average private contribution to the usual publicly provided VET.

It is important to consider ways to increase the efficiency of the tertiary system so that
available public and private funds are used to greater effect. A number of recommendations in
this strategy support this objective. One area for particular attention is completion rates, which
are especially low in the VET sector. Expanding partnerships between tertiary providers to
share facilities, equipment and infrastructure will also contribute to increased efficiency in the
use of resources.

The investment we advocate will pay dividends. Our productivity will grow as industries
are able to meet skills demand, while increases in participation will bring benefits for both
individuals and the wider community.
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List of recommendations

To meet Australia’s future workforce skills needs and position Australia as a
knowledge economy through skills development and targeted planning

Recommendation 1.1 That Australian governments support the achievement of a minimum
annual increase of 3 per cent in tertiary education qualifications to 2025 to meet national
demand for skills and qualifications, recognising that higher level qualifications will grow
relatively faster.

To enhance Australia’s prosperity by improving productivity in the workplace
through increased skills development and improved skills utilisation

Recommendation 2.1 That the Australian Government adjust the National Workforce
Development Fund guidelines to allow other workforce development activities that maximise
the use of employee skills and complement training delivery.

Recommendation 2.2 That the Australian Government explore joint funding between
Enterprise Connect and Skills Connect (including the National Workforce Development Fund) to
achieve greater alignment of business improvement and skills programs to support workforce
development for small and medium enterprises.

Recommendation 2.3 That the Australian Government fund the extension of Enterprise
Connect services to labour-intensive industries such as retail and hospitality so that business
improvement services are more readily available to small and medium enterprises in these
industries.

Recommendation 2.4 That the Australian Government commission a comprehensive review
of leadership and management, including front-line management.

Recommendation 2.5 That Australian governments co-fund proposals that support regional
employment and workforce development partnerships to increase the efficiency of resource
allocation at the local level.

To increase labour force participation to meet the current and future needs of
industry and individuals, and to promote social inclusion

Recommendation 3.1 That the Australian Government adopt an aspirational goal of
69 per cent labour force participation by 2025 to meet the projected demand for labour,
noting that this will be supported by raising skill levels within the workforce and community.

Recommendation 3.2 That the Australian Government provide co-contribution funding
over three years for industry-led initiatives to support employment for men and women in
non-traditional occupations in skills shortage areas.

Recommendation 3.3 That the Australian Government consider significantly upscaling
successful approaches to help older workers (45+) to re-enter the workforce, such as
Experience+.



Recommendation 3.4 That the Australian Government provide additional funding to cover
the expansion of training delivery strategies and wraparound services to support the less
advantaged to participate in training and employment.

Recommendation 3.5 That the Australian Government, in the review of employment services
beyond 2015, revise the contract to achieve the following:

v better alignment of incentives for Job Services Australia to work with registered training
organisations to provide training for disadvantaged job seekers that is more flexible, fit for
purpose and more closely linked to job outcomes

v additional funding for a revised schedule of payments to provide incentives for the
provision of coaching and other support services for the most disadvantaged job seekers
through the first 52 weeks of a job placement including directed career advancement
interventions post-placement.

To equip Australians with the LLN skills needed to underpin the skills
development required to meet industry needs and to fully participate in the
community, in education and at work

Recommendation 4.1 That the Australian Government fund and develop a national sample
survey for the assessment of literacy and numeracy levels of the adult population based on
Australian Core Skills Framework levels, with a view to introducing a five-yearly assessment
(commencing in 2015) to provide a mechanism to more regularly monitor and report on
progress towards the National Foundation Skills Strategy for Adults 2022 target.

Recommendation 4.2 That the Australian Government fund and develop a national public
awareness campaign to promote the development of LLN skills as a mainstream issue and
showcase the assistance available.

Recommendation 4.3 That the Australian Government fund and develop a new,
comprehensive national LLN information service underpinned by an interactive website to
better link Australians with the range of LLN assistance available.

Recommendation 4.4 That the Australian Government fund a Workplace Champions Program
to help foster a culture of lifelong learning and promote training in the workplace.

Recommendation 4.5 That the Australian Government upscale the Language, Literacy and
Numeracy Practitioner Scholarships Program and fund it beyond 2014 to address current and
anticipated skills shortages in the LLN practitioner workforce.

Recommendation 4.6 That the Australian Government undertake a national pilot of an online
foundation skills assessment following an evaluation of online LLN assessment models such as
the Core Skills Profile for Adults and the RU Ready? program.

To ensure individuals have the adaptive capacity to embrace the opportunities
available in the future world of work and the tertiary system has the capability
and responsiveness to meet changing industry and individual needs

Recommendation 5.1 That Australian governments align and strengthen career development
advice services to ensure high-quality services. Strategies should include:

v improving the coordination of career development and advisory services in Australia to
facilitate lifelong career development advice and opportunities for all Australians
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v exploring ways to more actively involve industry in career development advice to ensure
labour market information is current and supports people to match their skills, interests
and abilities with areas of opportunity in the labour market.

v establishing a national brand to unify and better market career development services.

Recommendation 5.2 That Australian governments review their entitlement systems to
ensure any restrictions to publicly subsidised qualifications do not undermine the capacity of
individuals to adapt to changes in the labour market.

Recommendation 5.3 That the Australian Government work with VET and higher education
stakeholders and peak industry bodies to support transitions from higher level VET and higher
education to employment by expanding work-integrated learning and by establishing a
co-funded professional cadetships program for identified specialised higher education
occupations and higher level VET qualifications.

Recommendation 5.4 That the National Skills Standards Council and Industry Skills Councils
further develop the reforms in VET products for the 21st century to investigate how training
packages can most effectively build individuals’ adaptive capacity for the changing context and
nature of work.

To equip Australia’s tertiary education system to provide the skills that industry
needs for Australia’s future workforce and support the lifelong learning of
individuals

Recommendation 6.1 That the Australian Government commission a review of funding in the
VET sector to determine an appropriate price for the delivery of high-quality VET.

Recommendation 6.2 That the National Skills Standards Council’s review of the standards for
the regulation of VET consider implementation of the following measures:

v development of a requirement for externally set and administered assessments for
identified high-risk qualifications

v introduction of higher level requirements on registered training organisations seeking initial
and renewal registration to deliver the Training and Education Training Package and other
identified high-risk qualifications.

Recommendation 6.3 That a national body and program be established, based on the model
of the Office for Learning and Teaching, to:

v drive excellence in VET teaching, learning and assessment

v design and promote teaching and learning strategies that can be used to develop adaptive
capacity in individual learners

v promote effective use of technology in teaching and learning

v provide a substantial program of professional development in teaching and learning
strategies to improve language, literacy and numeracy

v develop and implement a national VET workforce development strategy.



To meet Australia’s future skills needs through investment in the tertiary
education system and workforce development strategies

Recommendation 7.1 That the Australian Government extend student start-up scholarships
to full-time VET students in receipt of government income support.

Recommendation 7.2 That Australian governments support an expansion of public and
private funding of at least 3 per cent per annum to meet industry demand and commit further
funds to support the implementation of the suite of measures outlined in this strategy, with this
additional expenditure increasing at an annual rate of $1,266 million (2011-12 prices) by 2025.
These measures include:

v supporting the less advantaged to participate in training and work
v addressing the clear and urgent need to improve LLN skills

v increasing productivity by supporting workforce development

v improving quality and equity

v ensuring we have the adaptive capacity we need to meet the challenges of the future
world of work.
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1 Positioning Australia as a
knowledge economy through skills
development and targeted planning

The world of work is changing rapidly, driven by technological change, globalisation and the
opportunities in the Asian century, yet a high degree of uncertainty remains. Australia needs to
be flexible in its policy responses and ensure that the nation has the adaptive capacity to cope
with change.

In considering future workforce needs for Australia, AWPA developed four scenarios to help
manage this uncertainty. The scenarios were used in economic modelling of the supply and
demand for skills to project Australia’s workforce and skills needs to 2025.

The modelling projects a higher skilled future for Australia. Industry demand for total
qualifications held is expected to increase at an annual rate of between 3 and 3.9 per cent in
the three higher growth scenarios. Growth is strongest at higher qualification levels.

To meet industry demand and position ourselves as a knowledge economy in the Asian
century, it is imperative for qualifications in tertiary education to increase by a minimum of
3 per cent per annum in the years to 2025, recognising that higher level qualifications will
grow considerably faster.’®

Australia needs to have a multilayered approach to planning in the face of considerable
uncertainty. In particular there is a need to monitor the occupations which are high risk in the
sense that shortages could impede productivity. And while longer term forecasts provide an
initial context there is a need for ongoing industry studies drawing on a range of quantitative
and qualitative data.

1.1 What the future holds for work and workplaces

Technology continues to drive change

Technology has always played a role in driving change in workplaces, and we can be reasonably
certain that this will continue to be the case. Since 1970, investment in computers and
software has increased exponentially in real terms, reflecting the rapid improvement in the
quality of computers over time and their range of uses. Across the world internet usage grew
by 566 per cent between 2000 and 2012."®

Cisco expects this growth to continue, forecasting that globally there will be 10 billion
networked devices in 2016, exceeding the world’s population.?®° The tools that underpin the
use of technology—both hardware and software—are getting cheaper and the scope for future
growth is significant, particularly when we consider that currently only about 15 per cent of the
African population and 27 per cent of the Asian population use the internet.

Forecasting how and when technology will bring about change can be an uncertain business.
The technologies that are likely to have the biggest impact on work and workplaces over the
next two decades have most likely already been developed,?! but it is hard to predict their rate
of take-up, how big their impact will be or how long it will take for their effects on productivity
to become apparent.??
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It is because of the uncertainties of forecasting that AWPA approached the task of planning for
the future by developing multiple scenarios for Australia to 2025 rather than making a single set
of projections based on historical trends. Scenarios are a way of helping to manage uncertainty
by identifying a range of possible, plausible futures.?

As Peter Shergold commented at the AWPA and Industry Skills Councils 2012 conference on
the future of work:

Most frequently the future of work is anticipated on the basis of technological
innovation but it is often very difficult to place those developments within the
contextual swirl of demographic trends, economic and social developments,
evolving cultural mores and family structures and the impact of a wide range of
possible political interventions.?

The scenarios were developed to take into account the broad drivers that can be expected to
influence work and workplaces in Australia to 2025:

v social, demographic and cultural trends

v economic and financial trends and globalisation

v labour force, industrial and workplace trends

v science, technology and innovation

v governance and public policy

v sustainability (with a focus on water, energy and population).

These drivers can interact to determine outcomes. For example, the rate of take-up of the
National Broadband Network (NBN) in Australia ‘will be heavily influenced by the economic
environment and its impact on government and business behaviour’.?®

In the highest growth scenario, the Long Boom, changes brought about by technology stimulate
innovative approaches and new business models. The Mining sector uses increased automation
to offset skilled labour shortages. In the Smart Recovery scenario, as its name suggests, take-
up of new technologies and other innovations brings about a revitalised knowledge economy
after some years of low economic growth. Developments in machine-to-machine connections
supported by strong Australian research capacity that feature in this scenario include:?®

v smart power grids and transport systems
v identity management

v smart campuses

v smart emergency response systems

v electronic medical management systems.

In the third scenario, Terms of Trade Shock, the material content in many products is reduced
through advanced engineering design, which in turn decreases worldwide demand for
commodities. Small technologies and micro fabrication help drive the reestablishment of a
viable Australian manufacturing sector based on technology and innovation. Giant 3D printers
and robotics replace assembly lines. Environmental challenges spur research and development
(R&D) to reduce water wastage.
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The fourth scenario, Ring of Fire, shows the darker side of communication technologies as
cyber technology enables globally networked crime. Labour demand in the resources sector
drops as remote mining technologies, not necessarily operated from within Australia, come
increasingly into use. Scientists and entrepreneurs move overseas, finding the Australian
climate averse to start-ups and wary of inherent risks in venture capital investment.?’

It has been suggested that teleworking is set to be ‘one of the biggest structural changes to the
labour market this decade’.?® Responses to a 2012 survey suggest that telework could have a
substantial effect on participation. For example, 60 per cent of mature-aged workers reported
they would take up telework if it was available to them and as a result delay retirement by an
average of 6.6 years, and 66 per cent of people with disability who were not in the labour force
said they would take up a telework employment opportunity if one was available to them.?®

Along with working from home, smartphones and tablets, cloud computing has been identified
as an office "tool’ that is rapidly becoming ubiquitous.®® Cloud computing is a means of pooling
technologies and associated skills between firms, with hardware and software increasingly
being kept offsite and ‘rented’ rather than purchased outright by businesses. Another benefit
to business is that the high-level skills needed to design, install and maintain these systems
(or other aspects of a company’s work) may not need to be maintained in-house, but can

be accessed on a temporary basis through contracting or outsourcing arrangements. The
government is currently exploring high-level cloud computing strategies for business and
government and digital skills more generally. This includes the development of a digital
economy white paper and consideration of the impacts of cloud computing within the National
Digital Economy Strategy.®’

Case study: Cloud-based solutions—Growthwise

Growthwise, a three-year-old accountancy business based in Newcastle, has reduced its IT overheads by around
$60,000 a year by using Xero, an online accounting services company. Growthwise is a small business with five
members, but cloud computing means it is now servicing firms around the country from its Newcastle base.

Not being able to quickly access information on revenue, debts, loans and cash flows can make some small
businesses slip into financial trouble and even bankruptcy. This is where cloud-based solutions which offer
businesses a dashboard on their current position can save not only money, but sometimes even the firm itself.

Cloud-based services are allowing Growthwise to advise its clients on budget, cash flow and payment problems in
real time. It's enabled the company to shift its focus from quarterly accounts-based compliance work to providing
proactive business advice to improve clients’ efficiency and productivity.

Using the cloud has also allowed Growthwise to access computing power and software worth millions of dollars.
While larger firms can purchase such equipment and software, without the cloud, they were out of reach for
Growthwise due to the cost. Now that the company has good in-house IT infrastructure it can focus on its core
business.

With new links to super-fast broadband providing opportunities, Growthwise is working to make local businesses
in Newcastle more aware of the benefits of the cloud. Cloud solutions and high-speed broadband technology allow
businesses to employ staff based in other locations across Australia and can open up part-time work opportunities,
since people are able to telework at their own convenience.

Cloud solutions can also reduce business losses and inconvenience to clients because they allow providers of
accounting, legal and other services to run their businesses and provide services while away from the office, or even
on holiday abroad.

Source: Department of Innovation, Industry, Science, Research and Tertiary Education.
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Emerging economies are both producers and consumers of high-level skills

As the contemporary workforce becomes ever more globalised, interconnected and diverse,
Australia is likely to experience an increasing demand for flexibility and mobility from employers
and employees alike.

The liberalization of trade and capital flows, together with enormous improvements
in communications and transportation [means] that more and more workers and
employers are increasingly competing on a global market to sell the output of their
labour.3?

The impact of globalisation and the international economy will exert a profound influence on the
demand for high-level skills to 2025.

Globalisation is a feature of all four scenarios, even the protectionist Ring of Fire. Depending

on the global economic situation, Australia’s resources sector does more or less well in

the first two scenarios as Chinese and Indian urbanisation and industrial development drive
demand for commodities. The Terms of Trade Shock scenario sees falling commodities prices
as resource-hungry China and India find other sources of supply. Chinese exports in complex
manufacturing and industrialised construction compete away many lower skilled jobs. However,
in this scenario Australia’s declining terms of trade and the associated decline in the value of
the Australian dollar open up opportunities for trade-exposed industries, including education,
manufacturing and tourism. Rapid growth in demand for protein foods and westernised diets
brings opportunities for agricultural exports across the scenarios.

In recent years we have seen unprecedented growth in the supply of university-educated
workers in both developed and emerging countries, leading to a global competition for talent.
This is continuing in spite of a reduction in skilled migration due to the tightening of migration
criteria in many countries (including Australia) after the global financial crisis.®® These ‘global
knowledge wars' are not confined to affluent Western nations in terms of either demand or
supply. Until relatively recently, some commentators have contended, there has been a failure
to understand this changing dynamic, which is ‘shattering the view that the economic world
would remain divided'.3*
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Case study: Training ‘globally aware’ professionals

Students at Australia’s RMIT University are undertaking industry work experience and research with international
companies and organisations to ensure they are equipped as global citizens to be globally employable.

Through the university’s International Industry Experience and Research Program, undergraduate students are
supervised by industry professionals while they complete six- to 12-month placements with companies and organisations
in Asia, Europe and North America. Postgraduate research projects, which usually have a duration of about three years,
enable the students to access state-of-the-art research infrastructure, expertise and generous company scholarships.

These opportunities are available to undergraduate and postgraduate students from all disciplines, and so far more than
2,000 students have completed vocational training and research projects at world-class businesses and institutions
through the program. For example, an RMIT aerospace engineering student recently returned from a placement at the
Mercedes Benz Technology Centre in Germany, where he contributed to the design of a new retractable trailer mounting.

Leading companies from a number of industry sectors are involved in the program, including firms such as Rolls-Royce,
BMW, Fujitsu Computers, Siemens, Bentley Motors, Audi, Airbus, Bosch and Nestlé.

The program is a key part of RMIT's commitment to providing its graduates with a ‘global passport” which it believes will
make them more competitive in the international job market. At the same time, the program provides the university with
a way to assess the quality of its students from a global perspective.

The students who participate are gaining valuable overseas work-based learning opportunities and exposure to work
ethics in different cultural environments. RMIT believes this gives them a chance to gain competencies and attributes
that will assist them to live as global citizens and perform effectively as professionals in a globalised world.

Sources: RMIT, www.rmit.edu.au/riierp, accessed 9 October 2012;
RMIT, www.rmit.edu.au/browse;|ID=9aj0yw775dshz, accessed 12 February 2013.

One certainty for Australia across all scenarios is the ageing population and its impact on the
health care workforce. Yet the scenarios show how uncertainties arise in meeting Australia’s
health care workforce needs through migration, as competition for skills develops with other
countries that are also experiencing economic success and have their own ageing populations.®®

Just as consumer goods and high value-added products and processes are no longer the
preserve of the affluent West, but of a global marketplace, emerging societies are proving

to be both producers and consumers of high-level skills. The availability of so-called ‘cheap
brainpower’ is challenging the notion that developed societies have a competitive advantage in
the skills market. As Brown et al. claim, we have failed to recognise:

how the global economy allows emerging economies to leapfrog decades of
industrial development to create a high-skill, low-wage workforce capable of
competing successfully for hi-tech, high-value employment.26

The digital revolution has aided the dissemination of skills and the movement of ‘white collar’
and high-tech work across the globe.?’

The Asian century and demand for high-level skills

Over the past half century, ‘dramatic economic growth in a succession of Asian economies
has seen an increase in their global economic and strategic weight’; in fact, India and China
have almost trebled their share of the global economy over the past two decades.®® In contrast
to many Western countries, Asian economies were largely resilient during the global financial
crisis.®® Australia has benefited from this growth in Asia by supplying resources to underpin
Asia’s industrial expansion phase. In the future Australia will have a further opportunity to
benefit through the provision of other goods and services, particularly in those sectors in which
we have a competitive advantage such as in agricultural exports and education services.
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The economic prosperity of the region has enabled governments to invest in their future by
increasing funding to higher education and R&D at a time when others are under considerable
fiscal pressure. China is aiming to have 200 million graduates by 2030%° and to have nine
Chinese universities ranked within the top 50 universities globally.*' Further, Asia is investing
heavily in R&D and technology—in fact, ‘in 2009 Asia’s spending accounted for one-third of
that spent globally on R&D’.#? This situation has been linked to broader developments such as
increasing urbanisation and growth in the middle classes in the region.*®

Since 2004, Australian businesses have traded more with Asia than with the rest of the

world combined.** Three of Australia’s five biggest trading partners are in Asia (China, Japan
and the Republic of Korea).*® Today, China, Japan, the Republic of Korea, Indonesia and our
other Association of Southeast Asian Nations neighbours absorb around three-quarters of our
merchandise exports and supply half our imports. A 2007 report from the McKinsey Global
Institute suggested that India’s middle class could grow by more than 10 times from its current
size of 50 million people to 583 million by 2025, with Indian incomes expected to triple.*®

These developments represent significant opportunities for Australia—particularly in the field of
education services, an area in which large Asian economies such as India and China are likely
to face capacity constraints. International education is already Australia’s third largest export
industry. In 2010-11 international education contributed $16.3 billion in export income to the
economy.* The increasing demand for education from emerging economies in Asia provides a
significant opportunity for the Australian education sector.

Involvement in science and R&D is crucial to drive knowledge production and innovation in
the region, and access to the technology developed will also drive productivity in Australia.
There is evidence that the partnerships across the Asia—Pacific region, particularly in the areas
of science and R&D, have grown significantly over the past decade (see Figure 1). Australia

is renowned internationally for having a high level of scientific expertise and world-class
researchers. Strategic engagement with Asian counterparts in the field of R&D could provide
Australia with a comparative advantage in the future.*®

Figure 1  Scientific links between Australia and Asian nations, 2002 and 2010
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Source: Australian Government, 2012, Australia in the Asian century white paper, Commonwealth of Australia, Canberra.
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The Australia in the Asian century white paper notes that improving the capabilities of all
Australians will raise our productivity performance and enable all Australians to participate
and contribute in the Asian century. It also notes that Australians need to build ‘Asia-relevant’
capabilities—both broad-based and specialised.

Asialink argues that conservative estimates suggest that increasing non-resource exports to
Asia through improved Asian capabilities could benefit the Australian economy by $60 billion
to $115 billion over 10 years.*® However, more than half of East Asia’s trade now takes place
within the region. It is likely that the percentage will increase as the number of highly skilled
Asian graduates grows, so Australia cannot be complacent and assume that our current
economic relationship with Asia will be sufficient for us to succeed in the future.

There is already strong support for Australians to be more proficient in Asian languages from
both business and government. However, research by Asialink shows a close correlation
between business success with and in Asia and the presence of a developed set of individual
and organisational capabilities.5° The capabilities are outlined in the Asialink report Developing
an Asia capable workforce and include broad skills such as a ‘capacity to deal with government’
and "tailored organisational design with tendency to local autonomy’.%’

Our expectations are being challenged by changing patterns of work

Work patterns and expectations are changing. Lynda Gratton has summarised how she sees
these evolving work patterns and expectations as follows:

v Shift to mastery. In the future generalists will face competition from thousands, perhaps
even millions, of people able to perform the same work, yet faster and cheaper. To
differentiate themselves and add value, future workers will need to demonstrate a deep
and unique expertise.

v Shift to connectivity. In the future the capacity to combine and connect know-how and
competencies into high-value networks will be key. Whom you choose to connect with
will be one of the defining characteristics of your working life.

v Shift to quality of experience. We will see a move away from quantity consumed as the
only measure of success. It will be more about the quality of life and reconnecting with
the things that make us happy. This will be facilitated by the decline of automated work,
greater choice and autonomy and the rise of home-based work.5?

The driving force for this change comes from both organisations and individuals.

Our scenarios show a range of lifestyle patterns depending on the economic circumstances
of the country. In the Long Boom scenario, baby boomers age in style, embracing retraining,
hobbies, health and wellbeing in the later years of work and in retirement. Smart Recovery
shows the development of a better work-life balance, with a modest reduction in working
hours. In the Ring of Fire scenario, in contrast, older people defer retirement and vacations,
while young people struggle to get into work and only those whose families can afford post-
school education can ultimately access well-paid work.

The 2012 AWPA and Industry Skills Councils’ Future of Work Conference highlighted the shift
from the conventional employer—employee relationship towards new models where businesses
source the skills they need, as and when they need them, to get the work done. Under these
arrangements many more ‘employees’ operate more as independent agents, and through

the internet, workers offer their skills in a global marketplace as well as bidding for jobs that
employers are seeking to fill. In this situation the contractor may have little money to spend on
training. This raises the question of who should pay and who can afford to pay for training—
governments, individuals or employers.
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New patterns of working could bring benefits such as greater freedom for workers (including
payment for outputs not inputs), less discrimination on the basis of race or gender, increased
opportunities for developing nations, and more opportunity for flexible arrangements such as
part-time work and working from home.%®

Mobility of workers and work

The Australian workforce is relatively flexible,5* yet some employers still identify labour mobility
as a key issue affecting productivity,® with some sectors unable to meet demand for workers.5®

While fly-in, fly-out arrangements introduced by the mining industry are a cost-effective

way to address skills shortages and workforce development needs and show that flexible
work practices can encourage wider workforce participation,®” there are mixed views about
the impact of these practices, as explored in AWPA's 2012 discussion paper Future focus:
Australia’s skills and workforce development needs.®® In addition, many factors that influence
labour mobility may not be open to direct policy intervention.

In the future, flexible work arrangements such as outsourcing, virtual teams, international
placements and contracting and job sharing will be supported by technologies to make work,
rather than workers, mobile. Benefits for enterprises that shift to a more mobile approach to
work include reduced capital expenditure on resources and energy, and the capacity to respond
to changing employee expectations about the flexibility of work.%® The introduction of super-fast
broadband technology should provide the opportunity for this way of working to become more
widespread.

Global mobility will also play a significant role in hiring practices, as employers look
internationally to recruit talented workers.®® Crowdsourcing is becoming an important way of
using global mobility to advantage and Australia has been at the forefront of this development.

Case study: Freelancer.com

Founded in 2009 by Matt Barrie, Freelancer.com is the largest outsourcing and crowdsourcing marketplace in

the world. Freelancer.com connects businesses with more than seven million independent professionals globally,
specialising in fields as diverse as software, writing, data entry and design right through to engineering and the
sciences, sales and marketing, and accounting and legal services. In 2012, the company turned over US$66 million.

The process for using Freelancer.com involves businesses posting projects which are then bid on by freelance
workers. The business then compares and selects the bidder it would like to complete the project and it only pays
when it is satisfied. The average job is completed for under US$200, making Freelancer.com extremely cost-
effective for small businesses unable to justify the expense of hiring full-time staff.

Source: Freelancer, www.freelancer.com, accessed 12 February 2013.

Increased global mobility creates opportunities for some. Yet it can also have a negative impact
for others, for example where companies have moved the location of work overseas to reduce
costs and find efficiencies, reducing job opportunities in Australia. It is anticipated that between
700,000 and one million jobs could move overseas in the next three decades,®' affecting all
professions including highly skilled job roles.

Structural adjustment

Structural adjustment, too, is changing ways of working.6? Recently, it has been an outcome
of the high Australian dollar in addition to technological change. As we noted in the discussion
paper, however, some industries (such as manufacturing) have been undergoing structural
adjustment for many years.®®
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The restructuring of work and industry in line with new demands and technologies causes some
skills to become redundant. The ready availability and affordability of training in new skills and
occupations help to insure people against prolonged unemployment or underemployment and to
maintain their employability and the sustainability of enterprises.®*

Many of these workers [semi-skilled with no formal qualifications] are vulnerable
to structural changes in the economy, and without specific intervention, their skills
could be lost to the labour market.

Skills Queensland submission to AWPA, 2012

Those who have lower level skills are the most vulnerable to the impact of structural adjustment.
Skills development becomes critical in finding new employment for these workers.

Casual workers

The nature of employment arrangements has also changed over recent years. Nearly one-fifth
(2.2 million) of the 11.4 million employed in Australia are now in casual employment®® with

a further two million employed as independent contractors or other business operators, a
substantial proportion of whom are in dependent contracting arrangements.®®

Casual employment is more prevalent among part-time employees, with 46 per cent employed
on a casual basis, and nearly 60 per cent of all casual workers are under 35.7 More than half of
casual employees are in fact ‘permanent casuals’, with over 15 per cent having been in their job
on an ongoing, regular basis for over five years.58

Across the workforce, around 25.5 per cent of all female employees are working in casual
positions compared to 19.7 per cent of male employees.®®

While casual work in particular can provide the flexibility that women may require to
balance work and personal commitments, the flexibility inherent in the role is often
at the discretion and control of the employer.

Colmar Brunton submission to AWPA, 2012

Many people prefer the flexibility of working on a casual or part-time basis, but this is not true

for everyone. Casual employment can act as a stepping stone for ongoing and permanent
employment, but casual employees are also at greater risk of moving into unemployment and out
of the labour force.”®

They may also receive fewer training opportunities through their employer than their permanent
counterparts, thus denying them access to better paying jobs and the prospect of career
progression.”!

Diminishing permanent work then leads to fewer training and development
opportunities.

Shop, Distributive and Allied Employees’ Association submission to AWPA, 2012

There are also concerns about lack of access to training opportunities for people who are self-
employed.”? At the same time, skills development can occur through more than just training.
Engaging in casual or part-time work may help equip employees with a diversity of skills that they
acquire by working in different jobs, across a range of skill areas and in multiple occupations.”®

Australia’s ability to survive and prosper in the coming decades depends on a continued effort

to deepen workforce skills and capability and provide adequate and appropriate support for
workers to develop the skills they need for the future. AWPA continues to advocate policies that
support individuals to develop skills to meet the broad needs of the economy and for government
planning efforts and incentives to focus on specialised skills to avoid future skills shortages.
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The world of work is changing in new and sometimes unanticipated ways and at an
unprecedented pace. This makes it all the harder to see the change coming and plan for it. The
key will be to ensure that Australian employers and employees are prepared for the future and
have the adaptive capacity required to cope with whatever the future may hold.

1.2 What do the scenarios and modelling show?

Scenarios for Australia to 2025

To deal with uncertainty and the limitations of making projections about the future, we have
developed four possible, plausible scenarios for Australia to 2025 (see Figure 2). Scenarios
are alternative visions of the potential future, and provide a means to make decisions that take
account of uncertainty.”

The scenarios were designed with two purposes in mind: to inform economic modelling of the
supply and demand for skills, and to provide a mechanism to assess areas of relative certainty,
uncertainty and potential risks against which to test possible policy solutions. The approach to
the scenarios is outlined in section 1.1.

The strongest drivers for all four scenarios were economic and financial trends and
globalisation. In the Long Boom scenario, the high demand for resources traded with China and
other countries continues. Industries challenged by the high terms of trade undertake structural
adjustment. In Smart Recovery, the challenges facing Europe and the United States affect
financial markets. This means low growth for Australia to 2014-15. Growth then improves

and Australia benefits from industry and government strategies to implement a knowledge
economy. In Terms of Trade Shock, resource prices fall mainly due to increased supply from
other countries, the Australian dollar falls and we move to a broader-based economy. Ring of
Fire is a risky world with multiple economic and environmental shocks.

Figure 2 The four scenarios
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The scenarios are described in full in Scenarios for Australia to 2025, which is available at
WWW.awpa.gov.au.

When using a scenario approach, it is important to recognise what the scenarios have in
common and where they differ. Our scenarios suggest that the relative certainties facing
Australia’s future are an ageing population, the key role of Asia, and increasing take-up of
technology. However, there are significant differences in industry structure depending on which
scenario eventuates. Environmental impacts are built into all scenarios but vary in severity, with
Ring of Fire seeing the most extreme environmental impacts. In Smart Recovery and Terms

of Trade Shock climate-related events are a catalyst for the development of new technologies.
This underlines the need for a workforce that is adaptable and responsive to changing
circumstances.

We have taken the view that as the Ring of Fire scenario is a relative outlier in terms of
workforce and qualifications outcomes for Australia in the future, it should not be considered
the focus of analysis and planning. Ring of Fire is the least plausible of the scenarios in the
period to 2025. It implies a failure of global governance around the world, which we should not
plan for but could adjust to in good time if the need arose. Ring of Fire is also the scenario that
offers the highest risk, so if it were adopted as a planning tool, it would leave us vulnerable

to being unprepared for the workforce of the future that the other three scenarios suggest.
This would make the better outcomes of the three higher growth scenarios less attainable.
Therefore the primary focus of the analysis and planning is on the three higher growth
scenarios which are more similar, but do demonstrate significant potential differences in
Australia’s future, particularly in relation to industry structure.

What the modelling reveals

Deloitte Access Economics was commissioned to undertake econometric modelling of the
four different scenarios. The modelling finds that employment is expected to increase from
11.4 million people in 2011 to between 14.1 million and 15.1 million by 2025 in the three higher
growth scenarios. Based on projections from the three scenarios, we will have between

5.6 million and 6.4 million job openings in Australia in the years to 2025. This includes growth
in employment and also replacement jobs arising from workers leaving the workforce.

The key finding from the modelling is that projected industry demand for total qualifications
held by those employed, unemployed and not in the labour force will increase at an annual rate
of between 3 and 3.9 per cent in the three higher growth scenarios. The projected demand is
strongest at higher qualification levels.

It is important to note that modelling is not an exact science. In particular our modelling is
attempting to capture broad trends over time, while inevitably in reality there will be cyclical
and other variations around these trends. In addition, while future trends are also uncertain
the modelling presented here attempts to take account of this uncertainty by modelling what
is considered to be the range of plausible scenarios. Accordingly it is considered that these
modelling results are helpful in illustrating what the future might look like across a range

of scenarios which involve a variety of different macroeconomic circumstances. AWPA's
methodology examines demand and supply separately and then brings them together in order
to determine the future labour market demand for qualifications within four different future
‘worlds’, each with differing broad economic conditions and drivers.



Our modelling suggests that by 2025 demand for employees with higher level skills and
qualifications will exceed supply, while the supply of workers with low skills levels will exceed
demand. These gaps can be reconciled in ways that harm Australian prosperity, or ways that
help. The harmful way is to permit a circumstance where the underskilled who do not find

jobs leave the workforce and become dependent on social welfare, while increasing wage
premiums due to scarcity exacerbate income disparity across society. The helpful way is to
address low language and numeracy skills and to create the training places and incentives for
workers to improve upon simple skills, while at the same time expanding the places available
for higher level qualifications. As we argue in this report, the benefits of taking the latter course
vastly outweigh the costs.

Assumptions of the modelling

Key macroeconomic parameters such as output growth, annual net migration, productivity and
employment growth, and labour force participation rates are inputs to the modelling and vary
from one scenario to another (see Table 1). They are selected to be consistent with the state
of the world represented by each scenario and with one another. Productivity and employment
growth determine economic growth, while employment is affected by population, labour force
participation and unemployment. The level of economic growth in each scenario is consistent
with specified characteristics of that scenario and realising that growth would require the
specified level of participation.

The major driver of the projected increase in the labour force participation rate is the rise in the
proportion of the population holding qualifications. This is projected to continue to grow in all
scenarios. Labour force participation is strongly related to the level of qualification held.

Working within these parameters, the model identifies the implications for industry and
occupations and as a consequence the supply and demand of qualifications for each scenario.

Table 1 Macroeconomic assumptions by scenario

History Terms
Variable (average Long Smart of Trade Ring of
(average 2011-25 unless stated) 2001-11) Boom Recovery Shock Fire
Terms of trade
(level in 2025 for forecasts) 87.5 88.0 85.0 67.0 73.2
Net migration (persons) 176,000 235,000 191,000 187,000 128,000
Population growth 1.54% 1.58% 1.32% 1.28% 0.99%
Labour force participation rate
(level in 2025 for forecasts) 64.8% 69.2% 66.9% 67.3% 63.6%
Unemployment rate 5.3% 5.0% 5.3% 5.0% 6.6%
Employment growth 2.32% 1.99% 1.52% 1.59% 0.75%
Labour productivity growth 0.72% 1.86% 1.30% 1.61% 0.59%
Output growth 3.06% 3.89% 2.85% 3.23% 1.35%
Output per capita growth 1.50% 2.26% 1.51% 1.93% 0.39%
Nominal GNI per capita growth 5.34% 4.28% 3.54% 3.15% 2.06%
Real GNI per capita growth 2.46% 1.69% 0.93% 0.57% -0.55%

GNI = gross national income

Source: Deloitte Access Economics, 2012, Economic modelling of skills demand and supply.
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Australia’s workforce of 2025 is projected to be increasingly higher skilled

Currently, just under 60 per cent of Australia’s working population holds a post-school
qualification. In the three higher growth scenarios, qualification holding is expected to exceed
70 per cent by 2025 (see Table 2). Conversely, this data also means that around 30 per cent of
employed people will not have a post-school qualification by 2025.

Table2  Persons employed with and without qualification by scenario (‘000)

Average Per cent with

annual qualifications
2020 2025 change in 2025
The Long Boom
With post-school qualifications 6,815 7,929 9,716 11,341 3.7% 75
Without post-school
qualifications 4,613 4,407 4,111 3,721 -1.5%
Total employment 11,428 12,335 13,827 15,062 2.0%
Smart Recovery
With post-school qualifications 6,815 7,501 8,783 9,955 2.7% 70
Without post-school
qualifications 4,613 4,441 4,315 4,170 -0.7%
Total employment 11,428 11,942 13,098 14,125 1.5%
Terms of Trade Shock
With post-school qualifications 6,815 7,783 9,248 10,567 3.2% 74
Without post-school
qualifications 4,613 4,393 4,060 3,686 -1.6%
Total employment 11,428 12,175 13,309 14,253 1.6%
Ring of Fire
With post-school qualifications 6,815 7,198 7,769 8,260 1.4% 65
Without post-school
qualifications 4,613 4,553 4,499 4,428 -0.3%
Total employment 11,428 11,750 12,268 12,688 0.7%

Source: Derived from Deloitte Access Economics, 2012, Economic modelling of skills demand and supply, Tables 5.6 to 5.9.

The modelling projects that industry demand for the total of qualifications held by those
employed, unemployed and not in the labour force will increase by between 3 and 3.9 per cent
on average each year in the three higher growth scenarios (see Table 3). This equates to

the addition of between 6.7 million and 9.3 million qualifications to Australia’s total stock of
qualifications held between 2011 and 2025 in the three higher growth scenarios.

Projected growth in total qualifications held is strongest at higher qualification levels. Across
all scenarios, the strongest growth of total qualifications held is for postgraduate qualifications,
followed by undergraduate qualifications. The rate of projected growth of postgraduate
qualifications is between 3.9 and 4.9 per cent in the three higher growth scenarios. The rate
of growth in undergraduate qualifications is between 3.3 and 4.1 per cent in the same three
scenarios.

v.




There is slightly more variability in demand growth for Certificate Il and IV qualifications, at
between 2.8 and 4 per cent in the three higher growth scenarios. This suggests there may
be a need for greater flexibility in planning at this level. Projected growth in Certificate |
and Il qualifications is more modest, at between 1.5 per cent and 2.1 per cent in the three
higher growth scenarios.

Table 3  Total qualifications held by persons employed, unemployed and not in the
labour force, by scenario (‘000)

Average Average Average Average
annual annual annual annual
change change change change
2011-15 2015-20 2020-25 2011-25
Qualification held 2011 2015 (%) 2020 (%) (%) (%)
Long Boom
Postgraduate 1,588.0 1,908.3 4.7 2,458.7 5.2 3,104.7 4.8 4.9
Undergraduate 4126.3 4,846.9 4.1 6,007.6 4.4 7,256.9 3.9 4.1
Advanced diploma/
diploma 2,299.5 2,654.6 3.7 3,222.2 4.0 3,842.3 3.6 3.7
Certificate lll and IV 3,597.6 4,312.6 4.6 5,349.4 4.4 6,195.8 3.0 4.0
Certificate | and Il 1,663.1 1,695.0 2.0 1,891.7 2.2 2,079.2 1.9 2.1
Total 13,174.6 15,417.3 4.0 18,929.6 4.2 22,479.0 3.5 3.9
Smart Recovery
Postgraduate 1,588.0 1,816.4 3.4 2,230.1 4.2 2,714.9 4.0 3.9
Undergraduate 4126.3 4,633.9 2.9 5,5615.6 3.6 6,475.3 3.3 3.3
Advanced diploma/
diploma 2,299.5 2,550.2 2.6 2,968.1 3.1 3,428.2 2.9 2.9
Certificate lll and [V 3,597.6 4,059.0 3.1 4,768.1 3.3 5,323.0 2.2 2.8
Certificate | and Il 1,563.1 1,650.9 1.4 1,788.0 1.6 1,914.9 1.4 1.5
Total 13,174.6 14,710.4 2.8 17,269.9 3.3 19,856.4 2.8 3.0
Terms of Trade Shock
Postgraduate 1,588.0 1,894.7 4.5 2,375.7 4.6 2,941.4 4.4 4.5
Undergraduate 4,126.3 4,802.9 3.9 5,794.6 3.8 6,877.5 3.5 3.7
Advanced diploma/
diploma 2,299.5 2,628.8 3.4 3,108.1 3.4 3,632.4 3.2 3.3
Certificate Il and [V 3,597.6 4,194.0 3.9 5,032.6 3.7 5,671.9 2.4 3.8
Certificate | and Il 1,563.1 1,673.5 1.7 1,821.7 1.7 1,961.2 1.5 1.6
Total 13,174.6 15,193.9 3.6 18,132.6 3.6 21,084.5 31 3.4
Ring of Fire
Postgraduate 1,588.0 1,735.5 2.2 1,950.0 2.4 2,187.5 2.3 2.3
Undergraduate 4126.3 4,473.2 2.0 4,943.3 2.0 5,435.7 1.9 2.0
Advanced diploma/
diploma 2,299.5 2,477.2 1.9 2,698.4 1.7 2,920.1 1.6 1.7
Certificate lll and [V 3,597.6 3,886.7 2.0 4,218.3 1.7 4,441.9 1.0 1.5
Certificate | and Il 1,563.1 1,647.2 1.3 1,722.4 0.9 1,774.6 0.6 0.9
Total 13,174.6 14,219.9 1.9 15,532.5 1.8 16,759.8 1.5 1.7

Source: Derived from Deloitte Access Economics, 2012, Economic modelling of skills demand and supply, Tables 5.10-5.17.
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The increase in total qualifications held can be attributed to five factors: the increase in
employment; the change in the composition of employment towards more skilled occupations;
the increase in the level of skills of those employed in an occupation (skills deepening); the
demand for multiple qualifications at a particular level (skills broadening); and the demand for
qualifications among persons who are unemployed or not in the labour force.

The annual demand for qualifications comprises the increase in the stock of qualifications held
shown in Table 3 and the demand for qualifications to replace those who have retired. The six
components of the annual demand are shown in Table 10 in Appendix 1.

Demand for additional new qualifications is projected to be between 705,000 and 886,000
each year on average in the three higher growth scenarios between 2012 and 2025. A
significant amount of this demand is driven by Australia’s ageing population. Regardless of
scenario, the annual average qualifications demanded each year due to retirement is between
219,000 and 231,000. Retirement is the strongest driver of demand in two of the three higher
growth scenarios. In line with demographic trends, this issue becomes more acute by 2025.

Overall, the three strongest drivers of projected demand are retirement, increased labour
market size and skills deepening. Increased labour market size is projected to be the
strongest driver of demand in the Long Boom scenario, with an average of 294,000 additional
qualifications required per annum between 2012 and 2025. Skills deepening is also a strong
driver of demand in the three higher growth scenarios, at between 138,000 and 217,000
additional qualifications required each year between 2012 and 2025.

The other three drivers of demand are projected to require an average of between 128,000 and
156,000 additional qualifications in the three higher growth scenarios each year to 2025. In
more detail, this equates to the following projections:

v Skills broadening will require on average between 44,000 and 69,000 additional
qualifications each year to 2025.

v Changing employment composition will require on average between 46,000 and 54,000
additional qualifications each year to 2025.

v Demand for a ‘reserve’ of those not in the labour force will require on average between
34,000 and 38,000 additional qualification each year to 2025.

Estimates by level of qualification are included in the Deloitte Access Economics report.

As a result of skills deepening and broadening, a considerable proportion of employed people
hold more than one qualification. In 2011 the 6.8 million employed people who had at least
one qualification held a total of over 11 million qualifications. This is an average of over 1.6 per
person. The total number of qualifications held by employed people is projected to rise under
the Long Boom scenario by 8.8 million to nearly 20 million by 2025. Of the increase, growth in
employment accounts for 2.2 million qualifications, the growth in the proportion of employed
people with at least one qualification accounts for 2.4 million and the attainment of second
and further qualifications accounts for 4.3 million—of which about 2.8 million can be attributed
to the current propensity to hold multiple qualifications and 1.5 million to an increase in the
propensity.

As discussed above, qualifications are required for the people who replace those who

retire. This is estimated at 3.1 million over the period to 2025. Provision to people who are
unemployed or not in the labour force is estimated at 0.5 million. Adding these to the 8.8 million
increase in qualifications held by employed people gives a total of 12.4 million qualifications
required over the period to 2025 in the Long Boom scenario.
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Changing industry and occupation trends

As part of the consultation process, we tested the outcomes of the modelling with industry and
made small refinements to the industry share of the modelling to take into consideration industry
outlooks for each of the scenarios.

Employment and qualifications by industry

Employment growth is expected to occur in the majority of industries. Even industries that are
projected to have low or negative employment growth still have high levels of employment, such
as manufacturing (see Table 11 in Appendix 1).

The industries with the largest projected increase in the total number of people employed by 2025
in the three higher growth scenarios are:

v Health Care and Social Assistance, which increases by between 643,800 and 798,600
people employed

v Professional, Scientific and Technical Services, which increases by between 353,900 and
583,000 people employed

v Education and Training, which increases by between 462,600 and 503,700 people employed.

These three industries are projected to be the highest growing industries across the scenarios,
which gives us a reasonable degree of certainty that we need to plan for growth.

Another important factor in considering industry employment is where there are significant
differences between the scenarios. These are industries where planning for uncertainty will be
important. Industries that show a notable difference across the three higher growth scenarios
include:

v Construction, which varies between growth of 258,200 and decline of 32,100 people
employed. This difference is explained by the continued strong growth in the resources
sector in the Long Boom scenario, unlike the Terms of Trade Shock where there is less new
investment in mining construction

v Retail Trade, which increases by between 173,200 and 256,500
v Mining, which increases by between 76,800 and 132,400.

Employment and qualifications by occupation

In terms of major group occupations as defined in the Australian and New Zealand Standard
Classification of Occupations, growth is projected in all occupations in the three higher growth
scenarios. The extent of growth, however, varies significantly across occupations and scenarios.
The strongest growth is in professional occupations, followed by Community and Personal
Service Workers and Managers (see Table 12 in Appendix 1).

In the three higher growth scenarios, between 2011 and 2025:

v the number of people employed as Professionals is projected to increase by between
993,500 and 1.36 million

v the number of people employed as Managers is projected to increase by between 508,000
and 641,500

v the number of people employed as Community and Personal Service Workers is projected to
increase by between 470,500 and 551,100.
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Occupations with the lowest levels of growth between 2011 and 2025 across the three higher
growth scenarios are:

v Sales Workers, with projected growth of between 121,400 and 194,200
v Labourers, with projected growth of between 108,200 and 195,500
v Machinery Drivers and Operators, with projected growth of between 63,200 and 142,000.

By 2025, across all scenarios, Managers and Professionals together are projected to
constitute 38 per cent of the workforce (14 per cent and 25 per cent respectively). Clerical and
Administrative Workers are projected to constitute around 14 per cent of the 2025 workforce,
and Technicians and Trades Workers 13 per cent. Machinery Drivers and Operators constitute
the smallest proportion of the 2025 workforce, at around 6 per cent.

The modelling projects that skills deepening (that is, where a first qualification is gained or an
additional qualification is gained at a higher level than previous qualifications) will occur across
all occupations. However, the degree of deepening varies depending upon which scenario we
look at, and which occupation (see Table 9 in Appendix 1).

Skills deepening is expected to be strongest for Community and Personal Service Workers. At
present, this occupational group has post-school qualifications broadly in line with the average
of all occupations. However, this is expected to increase markedly: 80 per cent of Community
and Personal Service Workers are expected to have a post-school qualification in the three
higher growth scenarios. Indeed, under the Long Boom and Terms of Trade Shock scenarios,
almost nine out of 10 Community and Personal Service Workers are expected to hold a post-
school qualification by 2025.

The proportion of Managers with a post-school qualification increases across all scenarios,
as does the proportion of Technicians and Trades Workers. The proportion of Clerical and
Administrative Workers with a post-school qualification also increases across the scenarios,
particularly the Long Boom and Terms of Trade Shock.

The increase in job openings to 2025 (from employment growth and retirement replacement)
has also been projected across occupations at the unit group (four-digit) level and classified
according to the most common level of qualification held (see Table 14 in Appendix 1). At the
higher education level, Registered Nurses are projected to experience the greatest increase

in employment across all scenarios, reflecting the demands from an ageing population. The
remaining nine of the top 10 higher education occupations are consistent across the Long
Boom, Smart Recovery and Terms of Trade Shock scenarios, with only minimal changes in
ordering. These occupations include Software and Applications Programmers, Teachers (private
tutors and teachers in primary and secondary school), Advertising and Sales Managers, and
Chief Executives and Managing Directors.

Among VET qualifications, Aged and Disabled Carers and Child Carers are projected to
experience the highest increase in employment across all four scenarios. There is a high
degree of consistency in the remaining occupations across the scenarios, with the Health
Care, Construction and Education sectors all represented. Notable differences include that the
Long Boom is the only scenario where Plumbers are in the top 10, and where Chefs are not
represented.

Among occupations that currently have no post-school qualification as the most common
qualification level, Sales Assistants, General Clerks and Retail Managers are projected to have
the highest employment growth across all scenarios. There is a high degree of similarity across
the scenarios; the only differences in the top 10 are that Drillers, Miners and Shot Firers are
replaced by Waiters in the Terms of Trade Shock scenario, and by Sports Coaches, Instructors
and Officials in the Ring of Fire scenario.
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Supply of qualifications from the modelling

In considering the supply of qualifications, the modelling factors in both domestic qualification
completions and net overseas migration. The supply of new domestic qualifications is
reasonably similar across all of the scenarios as it is largely driven by demographic changes.
In the three higher growth scenarios, the flow of new qualifications increases by between

1.2 and 1.4 per cent per annum (see Table 16 in Appendix 1). This equates to between
663,635 and 691,049 new qualifications per year.

The increase in new qualifications supplied is projected to be higher in the earlier years of the
scenario period, as a result of factors such as increased investment in the system. With the
introduction of a demand-led system in higher education and increasingly in VET, it has become
more challenging to model the future supply of qualifications, which may depend more on
student demand and less on the rationing of student places.

There are bigger differences across the scenarios in the supply of new qualifications through
migration. Only in two of the higher growth scenarios is there an overall increase in the supply
of qualifications from migration in the period to 2025. In all scenarios, there is a reduction in
migration supply of Certificates Il and IV. These figures reflect the potential for migration to act
as the ‘swing variable’ in the supply of qualifications.

Strong demand is expected in the years to 2025. To ensure that we always have the capacity
to meet the required growth in qualifications, the supply of qualifications will need to be
monitored given it is related to demographic factors and also to funding and student demand.
Supply is therefore at risk from any changes in funding arrangements. On the balance of risks,
it would be better for productivity and the economy to have more qualifications than employers
require rather than less.

The projected supply of qualifications can also be compared with government targets for higher
education and the targets for skills and workforce development targets set by COAG. The latest
COAG National Agreement for Skills and Workforce Development aims to:

Halve the proportion of Australians nationally aged 20-64 without qualifications at
AQF Certificate Ill level and above between 2009 and 2020. The target is 23.6%
of the working age population without a higher level qualification in 2020.7®

The COAG Reform Council reports the figure to have fallen from 48.1 per cent in 2008 to

447 per cent in 2011. This means that progress towards the target is slow, and indeed 'we are
yet to see any sign of the acceleration in the rate of qualification attainment that is required to
meet this target’.”® Our modelling projects that industry demand for total qualifications held will
be lower than the target committed to by COAG.

Supply and demand balance

Modelling the cumulative surplus or deficit of annual demand and supply flows suggests that
there will be a large deficit of qualifications in two of the scenarios (the Long Boom and Terms
of Trade Shock). The figures are roughly in balance in the Smart Recovery scenario.

The projected growth in higher level skills is important when considering supply and demand
balance by qualification level. The modelling projects an undersupply of between 1.6 million and
2.8 million qualifications at diploma level or above in 2025. There is a projected oversupply at
Certificate | and Il and Certificate Il and IV levels across scenarios and time periods.
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Note that the projections are for qualifications and not for persons. A shortfall in the projected
supply, for example, does not necessarily mean that there would be shortages, in the sense
that vacancies would remain unfilled. But many jobs can be filled with persons with a range of
qualifications, although this is not so, or is very difficult, in specialised areas. A shortfall could
result in some jobs being filled by people who are less qualified than would be the case if the
assumptions of the scenarios had been realised. If in a specialised area a shortfall could lead to
shortages.

In comparing expected demand from industry with the projected supply of qualifications from
domestic students and migrants (see Table 15 in Appendix 1), the figures show a surplus in
new qualifications in some areas and a deficit in others. However, the data do not indicate
whether supply and demand for qualifications were in balance in 2012 and hence a future
surplus might in part be offsetting a deficit at the start of the projection period. Hence for
policy purposes the data on projected surplus or deficit of qualifications need to be considered
alongside data on whether there is presently a surplus or shortage of workers in an occupation.

Furthermore, Certificate | and Il qualifications are very important to workforce participation

and are a pathway to higher level qualifications, particularly for those from disadvantaged
backgrounds.”” Employment rates for people who left school after completing Year 10 or below,
but have completed a Certificate | or Il, are around 10 percentage points higher than for people
who do not have a post-school qualification.”®

A Certificate Il is also considered an entry-level qualification for many industries. In addition, it
is important to recognise the role of Certificate Ill and IV qualifications in meeting the expected
growth in demand for front-line managers.

For some learners, certificate-level qualifications provide a first post-school qualification and
a pathway to qualifications that are in greater demand. In this sense, these qualifications are
similar to Year 12 certificates. Furthermore, the data needs to be viewed in the context of the
COAG commitment to introducing a national training entitlement for a government-subsidised
training place to at least the first Certificate Il qualification.

Given the uncertainties, we would not recommend close adjustments of supply by field or level
on the basis of longer term projections. However, the projections strongly endorse the need to
support those with low-level qualifications to progress to higher levels.

An increase in human capital through better qualifications can be used effectively to improve
productivity in a high-value economy. The benefits of this additional investment for Australia’s
productivity will be realised through improved work organisation and job design to make better
use of employee skills and capabilities. These issues are discussed in more detail in the next
section.

1.3 Planning for workforce development

Industry will need an increasingly qualified workforce in the future and demand for high-

level skills is expected to be strong in the years to 2025. There is also a need to ensure that
opportunities for upskilling are available to all. Changing economic and career structures mean
that people can expect to have multiple careers across their working life, and to work in a
variety of industries and occupations.

The unpredictable nature of some of these influences on the labour market (and, by extension,

on demand for skills) means that Australia needs to adopt a multi-layered approach for planning
for the future. Individuals and governments alike need to be equipped to deal with uncertainties
if, and when, they eventuate.
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AWPA is committed to a partnership approach and a shared agenda among all stakeholders
to contribute to national workforce development. Cooperation and engagement between
government agencies, jurisdictions, industry and the tertiary sector and strong linkages across
programs is essential to realising the workforce development agenda.

As we pointed out in Australian workforce futures, the life span of some qualifications is short
and there are a number of influences in the contemporary labour market that need to be taken
into account when planning for the future:

v In today’s labour market, people change their jobs with relative frequency. Two-fifths of
the workforce (41.4 per cent) change their employer within less than three years, while
more than half (56.1 per cent) change their employer within five years.”®

v A change in employer can also be accompanied by a change in occupation or industry.
This is most pronounced among workers who changed their employer in the past
12 months, with 30.5 per cent reporting a change in industry and 22.5 per cent a change
in occupation. Of people voluntarily ceasing their last job, the most common reason
reported was ‘To obtain better job or conditions, and/or wanted a change’ (31.6 per cent).®°

v The job destinations for which people train for are often quite different to those in which
they are eventually employed. The National Centre for Vocational Education Research
(NCVER) reports that an average of only 40.4 per cent of VET graduates are working
in the occupation for which they had trained (although the occupational ‘match’ for
tradespersons and technicians is significantly higher).8" However, ‘graduates mostly report
their training as relevant to their job, despite not ending up in the “matched” occupation’.®?
A similar pattern can be observed for university graduates, with job destinations highly
variable by occupation and field of study.®3

v Industry requirements and skill needs are subject to constant change, influenced by new
technologies and innovation, economic drivers (such as trade and globalisation), supplies
of qualified workers (for example, due to retirement and training rates) and professional
requirements (such as licensing and registration).

Planning for Australia’s future workforce needs

Developing the capabilities of the workforce is essential if Australia is to maximise opportunities
in the years to 2025 and avoid the risks of future skills shortages. Sufficient higher level skills

in the workforce will enable us to create a knowledge economy as well as respond to the
challenges of the future. We also need to ensure that Australians with lower level skills do not
get left behind.

On the basis of the increase in qualifications projected by the modelling in the three higher
growth scenarios, growth in enrolments of a minimum 3 per cent per annum is needed to meet
demand and avoid skills shortages. Indeed, given that the highest growth scenario, the Long
Boom, projects growth of 3.9 per cent, this can be viewed as a relatively conservative growth
requirement.

In a student entitlement system, student demand may be higher than this. As discussed in
more detail in Chapter 6, while funding levels were relatively high in the period from 2008
to 2011, the Treasury budget projections in the 2010 Intergenerational Report plus recent
budgetary decisions suggest that overall investment is unlikely to match the required rate of
increase. It is, however, an economic imperative that Australians invest in our future to meet
industry demand and make the most of opportunities in the years to 2025.
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Recommendation 1.1

That Australian governments support the achievement of a minimum annual increase
of 3 per centin tertiary education qualifications to 2025 to meet national demand

for skills and qualifications, recognising that higher level qualifications will grow
relatively faster.

Monitoring progress in meeting Australia’s future workforce needs

Our modelling projects that there will be commonalities in areas of industry and occupational
growth. For example, health and education are expected to increase along with professional
and managerial roles. Regardless of which scenario eventuates, it will be important for
individuals to be aware of the expected jobs growth and for sufficient opportunities for training
to be available, including work-integrated learning.

The projections also mean that there will be different requirements for training across the
scenarios. For example, industries exposed to international competition may have higher
employment prospects if Australia’s terms of trade were to drop suddenly, while other
industries may show lower growth under those conditions.

A key challenge in planning for the future is therefore to ensure that the tertiary education
system has the adaptive capacity to respond to the changing world of work and changes in
demand for qualifications and skills. These issues are discussed in more detail in Chapter 5.

In the context of an entitlement system, it is also important to ensure that the needs of industry
are met. Matching the needs of individuals with the needs of industry is challenging, although
governments can put in place mechanisms to manage student demand. As discussed in Skills
for prosperity, provisions to exclude, cap or introduce incentives for certain courses of study
should be in alignment with the occupations on the Specialised Occupations List (SpOL) and
whether they are expected to be in excess or short supply.

Currently, AWPA conducts economic modelling of the supply and demand for skills every three
years. However, Australia’s labour market and skills policies are evolving rapidly in the context
of an entitlement system. To support the achievement of the 3 per cent growth in enrolments
to meet industry need, we plan to conduct more regular monitoring of outcomes by industry
and occupation.

In Australian workforce futures we noted that for many occupations there was not a close
relationship between particular levels and fields of qualifications, although in most occupations
the possession of a qualification led to higher earning and implicitly higher productivity. In about
20 per cent of jobs there was a close fit of qualifications to employment and shortages could
be expected if supply did not match demand. We called these 'specialised occupations’ and
they are discussed in the next section.

For other occupations it was considered that market forces would generally be effective in
matching supply and demand. That said, it is still likely that improved matching of education and
training to occupational destination is likely to improve productivity and worker satisfaction. It
may also be valuable to consider overall industry needs, the relationship among occupations,
the technological change in the industry and skill use. This may go to analysis of needs beyond
what can be gleaned from quantitative comparisons of supply and demand.
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We therefore suggest two strands of planning:
v for specialised occupations

v for industry workforce development, through industry overviews which consider both
specialised and non-specialised occupations in the industry, and qualitative factors
including technology change not captured in quantitative modelling.

Planning for specialised occupations

The concept of focusing planning on specialised occupations was first raised in Australian
workforce futures. We noted that while the labour market is generally quite effective in
responding to changing skills needs and economic fluctuations, there is potential for market
failure for some occupations because the labour market is less able to adjust quickly. There
are certain occupational areas where the risk of shortages, or indeed oversupply, needs to be
better identified and addressed. If Australia fails to address these issues, we risk recurring skill
shortages and resource wastage as a result of mismatches between educational supply and
workforce demands. A methodology to identify ‘specialised occupations’ was developed and
tested in consultation with stakeholders to determine where planning attention might be best
directed.

We define a specialised occupation as follows:

A specialised occupation is one where specialised skills, learned in formal
education and training, are needed at entry level and the impact of market failure is
potentially significant.

The specialised occupations methodology is based on identifying those occupations that have
at least two of the following three characteristics:

v Long lead time. Skills are highly specialised and require extended learning and preparation
time over several years.

v High use. Skills are deployed for the uses intended (that is, they have a good
occupational “fit").

v High risk. The disruption caused by the skills being in short supply is great, resulting either
in bottlenecks in supply chains or in significant economic or community costs because an
organisation cannot operate.

At present, the SpOL is updated annually prior to the annual update of the Skilled Occupations
List (SOL) and is used as the basis for the SOL for general skilled migration purposes.* The
SpOL for 2013 is in Appendix 2.

While in most cases the market will balance the supply and demand for skills, we believe there
are areas where a more targeted approach is needed. The specialised occupations approach
continues to meet this need and we plan to maintain this methodology.

Importantly, this does not mean that we take the view that only specialised occupations should
receive government support for training.

For the majority of occupations that are not considered to be specialised, it is imperative that
individuals have access to high-quality labour market information and career development
advice. Without adequate information there is a risk that the labour market for these
occupations will not operate effectively. It is also appropriate that non-SpOL occupations be
considered in industry or sectoral workforce development planning.
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Industry workforce development planning

The modelling provides projections of industries and occupations that are expected to grow in
the years to 2025. In some cases there is a reasonable degree of certainty about the projected
growth in particular industries and occupations, while in others the extent of growth is more
variable between scenarios. Workforce development planning can play an important role in
managing the projected changes and can cover both SpOL and non-SpOL occupations.

Sector workforce development plans provide an analysis of projected future demand and
supply for qualifications, potential gaps and strategies to balance supply and demand.

They may also address issues such as attraction, retention and work organisation. Sector
workforce development plans involve the use of statistics and consultation with industry and
other stakeholders. Ideally, a workforce development plan will have been agreed by multiple
stakeholders and include achievable actions.

Health Care and Social Assistance; Education and Training; and Professional, Scientific and
Technical Services are the three sectors projected to be the highest growing industries across
the scenarios. This gives us a reasonable degree of certainty that we need to plan for growth in
these areas.

We also need to plan for a mix of skills in these high-demand sectors. In the Health Care and
Social Assistance industry, there will be strong demand for high-level skills obtained through
higher education in the primary medical care, diagnostic and allied health fields. Yet at the same
time there will be a need to grow skills in areas such as child care and aged and residential care,
which will require qualifications obtained through the VET sector.

Workforce development for the Health Care and Social Assistance sector is being addressed
through initiatives such as the National Health Workforce Innovation and Reform Strategic
Framework for Action 2011-2015, which was developed by Health Workforce Australia. The
framework provides an overarching, national platform to guide future health workforce policy
and planning in Australia. It sets out key priority areas and five essential domains for innovation
and reform to create an integrated, high-performing health workforce.®®

AWPA is working on a skills needs sectoral report on Professional, Scientific and Technical

Services. The report will consider the projected demand and supply of qualifications for the
industry and make recommendations to reduce any gaps. It is also notable that while there
are high levels of projected growth in this industry, the extent of additional jobs varies quite
significantly between the scenarios. This is an area of uncertainty that will be important to

manage.

In relation to the Education and Training sector, we have in the past called for a VET sector
workforce development plan to be put in place, but this has not occurred. The Productivity
Commission has conducted research into the VET workforce. Innovation and Business Skills
Australia is currently developing a VET workforce capability framework and has released a
discussion paper that considers options to support professional development of the VET
workforce. The framework levels describe the broad scope of activity of VET practitioners,
whose work may encompass various roles, including training and assessment, learning
services, instructional design, or working to link enterprises and RTOs.8¢

The modelling projects growth in demand for other areas of education and training, in particular
primary and secondary school teachers, so these may be other areas that may require
workforce development planning to occur to ensure an appropriate balance of supply and
demand.
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Another important factor in considering industry employment is where there are significant
differences between the scenarios. These are industries where planning for uncertainty will be
important.

In the scenarios, three industries with quite variable employment outcomes were Retail, Mining
and Construction. AWPA is working with Service Skills Australia on workforce issues relating to
the retail industry, and also produces a resource sector report on an annual basis in consultation
with industry.

The Construction and Property Services Industry Skills Council released a three-year workforce
development strategy in 2010 to drive further improvements in the services it offers the
construction industry and in the positions it advocates within the VET system.?’

While there are a number of workforce development plans in place in different industry sectors
including at the state level, there are considerable differences in what constitutes a workforce
development plan and/or strategy. In particular, these plans often identify short- to medium-
term solutions rather than taking a long-term perspective.

As part of our revised remit, AWPA is required to develop three or four sector workforce
development plans each year in conjunction with industry stakeholders. The priority sectors for
investigation will be determined with reference to the Deloitte Access Economics modelling
on the supply and demand for skills and other labour market indicators. The sector workforce
development plans will address supply and demand issues, and in some cases will also
consider broader workforce development issues such as attraction and retention.
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2 Improving productivity in the
workplace

Workforce development is concerned with the development of knowledge and skills in tertiary
education; the matching of tertiary provision to the needs of industry, individuals and society;
and the effective use and further development of knowledge and skills in the workplace. A
workforce development approach can support productivity in the workplace, in industry, in
regions and nationally.

This chapter argues that Australia can build workforce development by taking the following
actions:

v commissioning a new review of leadership and management capability, especially front-
line management

v conducting a capability review to assess the extent to which workforce development tools
and standards are fit for purpose

v providing more support for innovative enterprise-based workforce development
approaches through programs such as the NWDF

v funding the Australian Government’s Enterprise Connect program to support more SMEs
in labour-intensive industries such as retail, hospitality and construction

v supporting projects to leverage resources for workforce development at a local and
regional level through co-funding to improve the efficiency of resource allocation.

2.1 Workforce development to support productivity and innovation

The innovation that takes place in Australian workplaces every day is critical to unlocking our
productive potential.

The link between innovation, productivity and skills has been described as a 'virtuous circle’,
with each element positively reinforcing the others.®® While skills development is important for
productivity and innovation, the investment in skills is only realised when employee skills and
capabilities are harnessed in the workplace.®® This shifts the focus to workforce development.

Australia’s productivity performance underpins our continued prosperity and living standards.®°
Labour productivity growth improved during 2011-12, but has been weak over the past
decade.® Unless the improvement continues, Australia’s future prosperity is at risk.

Much of the income growth in recent years has come from improved prices for resource
exports, rather than improved productivity (see Figure 3). As Dolman and Gruen note:

Labour productivity growth explained less than half of the growth in average
incomes since the turn of the century, compared to an average of around
90 per cent of income growth over the four previous decades.®?



Figure 3 Contributions to growth in average income by decade
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Source: Dolman, B and Gruen, D, 2012, ‘Productivity and structural change’,
paper presented to the 41st Conference of Australian Economists, 10 July, Melbourne.

There is evidence that human capital positively influences the rate of introduction of new
technologies. A more educated workforce has the capability to more readily identify, adapt and
implement new ideas.® Increasing skills builds human capital and encourages the growth of
high-productivity industries that employ highly skilled workers. Innovation-active workplaces are
more productive, more profitable and more likely to train their workers.®*

Conversely, a lack of skilled people in the business or the labour market has been identified
as a barrier to innovation for 30 per cent of innovation-active businesses, and 13.5 per cent of
those that are not innovation-active.% It is of concern that the proportion of innovation-active
businesses in Australia has been stagnant in recent years at around 42 per cent.

The structure of the Australian economy may pose challenges for productivity. We have a high
proportion of SMEs, which face higher barriers to innovation and accordingly innovate and
collaborate less often. This may create a reduced likelihood of productivity growth from SME
innovation, although it has a relatively more significant payoff. However, while Australian SMEs
are on average less likely to innovate than large Australian businesses and spend much less on
intangible capital such as R&D, they are middle ranked relative to their SME counterparts in
other OECD (QOrganisation for Economic Co-operation and Development) countries. By contrast,
large Australian businesses rank almost last in the OECD on innovation.®

There is sometimes a lack of clarity about what workforce development means. As Australian
workforce futures highlighted, workforce development is not just about training. It is also about
integrating business strategy, work organisation and job design. The workplace needs to be
designed to ensure that:

v existing skills are used effectively
v skills are constantly developed on and off the job

v skills, technigues and improvements are shared across the organisation along with new
techniques and other improvements.
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Workforce development means quite different things to different stakeholders. The box below
presents a picture of what workforce development means for enterprises, RTOs, regions and
nationally.

business strategy drives organisational
development as well as skills development and use. Training is relevant to business needs and work is organised
to maximise employee capabilities. Strategies to achieve change include job redesign, increased employee
participation and autonomy, mentoring and applying new learning.

teachers and
trainers strive to meet the needs of employers by developing a tailored curriculum and delivering it flexibly, often
onsite, to match patterns of work. Partnerships are formed with employers, and the provider shares expertise with
employers to facilitate adoption of new processes and technologies.

clusters of employers work in
partnership to meet local skills and workforce needs and match supply with demand. This includes partnerships with
industry associations, local councils, training providers, Job Services Australia providers and other partners.

we have a national partnership
approach to skills development and utilisation. It is widely recognised that skills are important but insufficient on
their own to improve productivity. Skills are aligned with innovation and industry policy and other areas that support
productivity and social inclusion.

2.2 Enterprise workforce development

Workforce development at the enterprise level entails recognising that people in workplaces are
our most important natural resource.

The main site of workforce development is the workplace, which is predominantly the
responsibility of employers, their employees and unions. Government has a more limited role in
influencing change at the workplace level, and has traditionally found it easier to make supply-
side changes to the training system. This is a key challenge in developing a national workforce
development strategy.

Better use of employee skills is a core component of workforce development in enterprises.
Employers can foster the ‘use of better skills" by providing training in a context that offers
opportunities for newly acquired skills to be used through changes to work organisation, or they
can make 'better use of existing skills’ by unlocking skills and talents through changes to work
organisation.®” Ability, motivation and opportunity are all required to improve skills utilisation.®®

The business benefits of improved skills utilisation include improvements to profitability,
innovation, productivity and retention. There is also a positive impact on employee motivation
and job satisfaction.®® Improving skills utilisation is among the management practices most
likely to be found in high-performing workplaces.'®®



Case Study: Dexion—Growing and valuing employee skills

Dexion, an Australian and New Zealand company with operations throughout the Middle East and the Asia—Pacific
region, provides commercial workspaces, integrated systems and industrial storage solutions. The company has
experienced the benefits of skills utilisation first-hand.

Dexion has successfully introduced workplace strategies to better harness the skills, expertise and ideas of
its employees, 50 per cent of whom have been with the company for more than 10 years. The company has
strengthened mentoring and is giving employees more autonomy—to boost information sharing and employee
participation in decision making.

Dexion is also encouraging multi-skilling of its workforce. It creates opportunities for employees to work in different
units and to participate in on-the-job training and external courses. The company is finding that job rotation helps to
ensure operational needs are met while staff take up opportunities to learn and apply new skills.

Training initiatives, tailored to suit the needs of the business, have been introduced so more staff are able to gain,
for example, technical, time-management, administrative, quality analysis and problem-solving skills.

The company has found that the training has provided staff with the skills and confidence to suggest improvements
to how tasks are performed and how safety procedures are designed and implemented. There has also been an
increase in productivity, a decrease in workplace injuries and a reduction in absenteeism and wastage rates. Trust
between workers and management has improved, with a tangible change from a ‘them versus us’ approach to a
greater synergy between company and individual needs. With the company increasingly recognising workers” skills,
employees have reported improvements in their motivation and job satisfaction.

Source: Skills Australia, 2012, Better use of skills, better outcomes: Australian case studies, Commonwealth of Australia.

Unfortunately, there is little evidence about the extent to which skills utilisation strategies
are adopted in Australian workplaces. What we do know is that around 37 per cent of
employers report that existing skills are underutilised.’®" An analysis of four different
measures of employee reporting of skills underutilisation concluded that the rate is between
10 and 15 per cent.'”?

To increase the take-up of skills utilisation strategies in enterprises, we need to better
understand what drives better use of skills in Australia, and the critical success factors that
make it work. Skills utilisation strategies are triggered by both external drivers such as skills
shortages and internal drivers such as leadership.

Best practice skills utilisation strategies rely on five critical success factors:
v senior leaders and front-line managers are supportive
v the organisational culture creates a supportive environment where ideas can be shared
v open communication is encouraged and consultation occurs

v strategies are underpinned by good human resource practices (such as flexible working
arrangements)

v employees feel motivated and valued.

While integrated programs and funding are available through the Australian Government’s Skills
Connect program to promote and facilitate enterprise workforce development, maximising skills
utilisation in enterprises requires a step-change in the approach to workforce development. In
achieving this it is important that the tools in place are fit for purpose. This includes considering
what tools and frameworks are available to support workforce development and how well they
are working.
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To help facilitate this, AWPA plans to lead a capability review examining such questions as:

v What are the skills, tools and training available to industry to support workforce
development, particularly for SMEs and regions?

v What business improvement tools are available and how well do they support workforce
development?

v What is the current capacity and capability of industry, what is best practice, and where
are the gaps?

v What is good practice brokerage to support workforce development?

v What is government capability and capacity—programs, promotion, policies, practices and
agencies that support workforce development—and how effective are they?

v How effective are industry workforce development plans and are they used by industry?

v What is international best practice? What does a model workforce development plan look
like?

The review will help highlight good practice examples of skills utilisation and workforce
development that can be shared.

One of the cultural challenges that we face in Australia as a liberal market economy is that

we are seeking to achieve change in employer behaviour on issues that many other countries
would respond to through regulation. Here, considering international activity can provide insight
into good practice.

The Scottish government, in partnership with Investors in People has developed the People, Performance and
Productivity (P3) tool. This free tool can be used by employers of any size and sector to identify areas which can
drive performance and productivity and also increase job satisfaction and employee wellbeing. It focuses on
leadership and people management, employee engagement, employee autonomy, skills development, management
of learning, equality, diversity and a healthy organisation. The tool provides employers with tailored and practical
advice, signposting for further assistance and examples of how others have successfully tackled similar challenges.

Between 1996 and 2010, the Finnish Government funded more than 1,800 workplace development projects in
businesses and the public sector through its Workplace Development Program (TYKES). The projects lasted one to
three years on average and aimed to encourage long-term cooperation between management and staff. Workplaces
participating in the program were able to design their own project goals and implementation strategies. The most
common project aims were to improve work processes, forms of work organisation, working methods, supervisory
work and human resource management. In many participating workplaces development groups were formed to
assist with project implementation and ensure that staff benefited.

TYKES-supported projects show ‘some’ or ‘clear’ improvements in productivity, team-based working, cooperative
workplace relations and opportunities for skill development in some 80 per cent of firms involved.

Sources: Alasoni, T, Ramstad, E and Rouhainen, N, 2005, The Finnish Workplace Development

Programme as an expanding activity. Results, challenges, opportunities, Tykes Report no. 47,
http://www.iipscotland.co.uk/products-and-services/strategy-development/identifying-where-you-are-now/p3-tool/;
www.scotland.gov.uk/Topics/Education/skills-strategy/making-skills-work/utilisation.

Building on these examples, we can consider how Australia’'s NWDF can be used to encourage
better use of skills through changes to work organisation.
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The objectives of the fund currently focus largely on training outcomes. It would be useful

to more explicitly address supply (training) and demand (skills utilisation) issues through one
funding mechanism, within an overarching objective of improving innovation and productivity.
This could be achieved by the Australian Government amending the NWDF guidelines so

that training proposals are also eligible for non-delivery funding to support skills utilisation, for
example through changes to work organisation and job design. AWPA will propose revisions to
the fund'’s guidelines to achieve this objective.

Recommendation 2.1

That the Australian Government adjust the National Workforce Development Fund
guidelines to allow other workforce development activities that maximise the use of
employee skills and complement training delivery.

2.3 Workforce development in small and medium enterprises

SMEs are much less likely to have the support of human resources or other corporate services
than many larger organisations. During our consultations, stakeholders raised this issue

and suggested measures to address it, such as the provision of funding for assistance with
workforce development activities. These could include job redesign, human resource policies,
training plans and workforce planning tools.’®® SMEs will be an important consideration in the
capability review outlined in section 2.2.

It is important to recognise that workforce development initiatives in SMEs are a valuable
aspect of industry development. In Australian workforce futures we argued for the dissolution
of silos that place industry development and education and training in different government
agencies.'” We continue to support further efforts to align government programs to facilitate
workforce development. Opportunities exist for a much closer alignment between government
programs such as Enterprise Connect and Skills Connect, including the NWDF.

A single entry point model, which provides employers with access to workforce
planning services together with supported opportunities to work with others in
partnership to solve complex skills problems, is a worthwhile approach requiring
further consideration

DEEWR submission to AWPA, 2012

Enterprise Connect offers business reviews and tailored advisory service grants that assist
enterprises to make changes to improve their performance. Skills Connect provides enterprises
with access to government assistance, funding and resources targeted at workforce
development and planning. As members of the Skills Connect National Network, Enterprise
Connect and Skills Connect have a well-established relationship and have previously worked
together to develop a range of workforce development tools for specific sectors.

While Enterprise Connect focuses on capability within a firm, there are opportunities to work
with clients on issues relating to skills and workforce development and planning, not only to
provide a better, more holistic service to clients but also to more effectively harness the skills
and resources available within a business. This opportunity could be further supported through
a joint funding arrangement between Enterprise Connect and Skills Connect that would see
the two agencies able to develop a range of service offerings focused on supporting workforce
development and planning improvements.
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For instance, applications to the NWDF for skilling new or existing workers could be embedded
into the tailored advisory service grants offered by Enterprise Connect. Streamlining these
government program processes has the potential to offer SMEs effective avenues for
implementing innovative workforce development plans. Consideration might also be given

to the development of a framework for service provision which includes key performance
indicators for the programs and offering and funding skill sets in workforce development to
assist with the capability development of service providers.

Recommendation 2.2

That the Australian Government explore joint funding between Enterprise Connect
and Skills Connect (including the National Workforce Development Fund) to
achieve greater alignment of business improvement and skills programs to support
workforce development for small and medium enterprises.

Enterprise Connect offers comprehensive, confidential advice and support to eligible Australian
small and medium businesses to help them transform and reach their full potential.’®® Since
2008, Enterprise Connect has approved over 6,800 business reviews, provided almost 3,500
Tailored Advisory Service Grants to implement recommendations from the business review and
assisted almost 19,000 firms through a range of core and complementary services.

On average, Enterprise Connect clients implement five business review recommendations,
with 96 per cent of clients implementing at least one.'®® Enterprise Connect clients have
reported average labour productivity growth of 5 per cent in the financial year following a
business review, an increase in productivity or efficiency and an increase in profits.'””” The work
of Enterprise Connect has helped to build lasting capability and address gaps for large numbers
of SMEs in the manufacturing, resources and clean technology, defence, tourism and creative
industries sectors where there are opportunities for value-add.

SMEs are prominent in labour-intensive industries such as retail, hospitality and construction.
AWPA believes that Enterprise Connect services could be extended to provide greater support
for organisations in these industries. AWPA intends to report on the retail sector in 2013, and
this report could consider ways in which Enterprise Connect services could effectively be
extended to the sector.

Recommendation 2.3

That the Australian Government fund the extension of Enterprise Connect services
to labour-intensive industries such as retail and hospitality so that business
improvement services are more readily available to small and medium enterprises in
these industries.

2.4 Leadership and management for productivity and innovation

Management'’s ability to develop and tap into the skills of workers is a strong influence on
organisational and workplace innovation. Workplaces with effective leaders and management
capabilities are generally more efficient and more innovative, and are rewarded with greater
financial returns.'°®
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Our modelling shows increased demand for Managers across all scenarios and we would want
them to have the skills to foster innovation within organisations. Yet while many Australian
firms perform well in operations management and the production of goods and services, there
is evidence that fewer make the connection with developing their human capital to add value to
their organisations.’®® As one submission noted:

Management and leadership practices are critical to the relationship between
innovation and labour productivity ... Leadership influences the culture of the
workplace, the way work is organised and subsequently productivity growth.
A renewed focus on the improvements accruing from advanced people
management practices is most welcome.

Australian Industry Group submission

Australian enterprises and industry stand to improve productivity if effective management
practices are incorporated into their business operations."°

Leadership in the high-performing workplace

In workplaces that are effectively using the skills of their workforce, leaders and managers
support strategies to optimise skills utilisation and also, crucially, to identify the need for such
strategies. This gives them a key role in improving skills use.™

Higher skilled managers also lead to better management practices in workplaces. A research
study on Australian management practices'? and research conducted by the London School of
Economics™ showed that "the skills and education levels of managers and their workforce are
key determinants of management practices’."™

‘ Future focus: 2013 National Workforce Development Strategy
58 Australian Workforce and Productivity Agency



The availability of skilled people, both in management and among the workforce
in general, is another important difference between better managed firms and
the rest. 84 per cent of managers in the highest scoring firms were educated to
degree level or higher, as were a quarter of the non-management work force.
Among the lowest scoring firms, by contrast, only 53 per cent of managers and
only 5 per cent of the wider workforce had degrees."’®

It is the first tier of management who "have the greatest influence on the way people behave
and their attitude to their organisation’.""® Front-line managers are usually promoted from the
ranks of employees and are unlikely to have formal management education, yet are now
expected to ‘carry out activities which were traditionally within the remit of [human resources]
such as coaching, performance appraisal, involvement and communication, and discipline and
grievances’.""”

Front-line managers also carry out recruitment and selection duties in conjunction with human
resource practitioners and implement and enact human resource policies in the workplace.
Research conducted by the University of Bath found that the relationship between employees
and front-line managers is a key determinant in levels of job satisfaction, commitment

and loyalty to the organisation. Stronger relationships are associated with higher levels of
performance on the job, which can "boost the bottom line'.'

The human resource management function also plays an important role as the link between
employees and the organisation as a whole (including front-line and upper-level management).

A comprehensive human resource system provides managers with a framework
and tools to achieve higher levels of staff performance and employee satisfaction
on a sustainable basis.'®

Our consultations with stakeholders indicated actions that could be undertaken by firms and
providers to address some of the gaps that persist in the leadership and management spheres:

v ldentify skill sets in leadership and management in order to inculcate information on how
to effectively manage an enterprise skills base.'?®

v Encourage and support universities and VET providers to partner with business
organisations to develop management skills and practices.’’

Currently, there is very little robust data on management performance in enterprises. One of
the biggest challenges Australia faces in identifying where managers may be able to improve
their performance, is understanding the scale of the issue.

Improving leadership and management capability will be an essential part of Australia’s
performance in the Asian century. The recent Asian century white paper noted the importance
of language and cultural skills, but also the development of new business models to effectively
engage in Asia. This will require not only the specific skills required for engagement in Asia, but
also the development of broader leadership and management capability so that organisational
business models and design are fit for purpose.

Despite the importance of effective leadership and management, the last comprehensive
review of Australia’s leadership and management environment was the 1995 Karpin report,
Enterprising nation. Although many of the challenges addressed in the report—globalisation,
the need for improved productivity and the effects of technological improvements—remain
relevant, there has been relatively little policy attention to this issue since 1995.

The Australian Government's response to the 28 Karpin recommendations has been limited.
Although market forces have encouraged industry to implement many of the recommmendations,
in the absence of national focus and leadership many of these efforts have been fragmented.'??
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We believe it is timely for another comprehensive review of leadership and management to
take place, to ensure that Australia has the management capability to meet our potential. The
review should include consideration of how best to upskill leaders and managers in Australian
businesses to support effective skills utilisation. It should also consider what skills are required
to fully capitalise on the opportunities in the Asian century, drawing from existing work by
Asialink, and recommend how development of these skills can be embedded in our education
and training system.

Recommendation 2.4

That the Australian Government commission a comprehensive review of leadership
and management, including front-line management.

The Centre for Workplace Leadership

In recognition of the importance of high-calibre leadership and management, the Australian
Government has established an independent Centre for Workplace Leadership to teach

and develop good leadership and management practice, lead the public policy debate and
democratise access to leadership training across all levels of organisations and in collaboration
with industry.'?®

We see an opportunity for the new centre to collaborate with existing networks in workforce
development and human resource management to address gaps in developing leadership
and management practices. A partnership approach will engender a national discussion and
improved understanding of how productivity can be enhanced through effective management
and leadership and the application of workforce development principles.

The centre will be required to develop and implement measures to connect with SMEs, and
indeed, given the importance of SMEs to the Australian economy, we believe that assisting
them should be a major focus of the centre’s work. SMEs may not have the money or time
to spend on expensive management training to build their capacity in this area, but with
around 85 per cent of total small business employment taking place in labour-intensive
services sectors,'?* the need is plain. The leadership and management capabilities of these
organisations have important implications for how they will compete in the global economy.'?®
The establishment of a broader workplace survey covering management, leadership and other
workplace issues (similar to the Australian Workplace and Industrial Relations Survey, last
conducted in 1995), would also be helpful in addressing the current data gap on employer—
employee dynamics within Australian workplaces.'?

2.5 Employer ownership of skills

Increased employer ownership of skills is required to lift the training effort. Many employers
invest significantly in training, and training and investment levels are higher when informal
learning is taken into account.'”” However, more enterprises need to see skills development and
utilisation as an investment rather than a cost.

Strategies for skills and workforce development need to highlight and recommend
investment so that Industry seeks to better understand skills issues and value
skills and workforce development as a business tool to get the most benefit and
productivity gains from their businesses.

Skills Tasmania submission to AWPA, 2012
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In encouraging investment in skills and workforce development, it is important to recognise that
employers are very diverse. This is true in terms of size, industry sector, market segment and
product market strategies. But it is also true in relation to their motivations to train (or not) and
how they make their business decisions.

The process of making decisions about training is complex and influenced by a wide variety of
factors.'® Training can be motivated by both internal and external push factors and pull factors
(see Table 4). Push factors compel employers to provide training, whereas pull factors encourage
employers to train.’?® This highlights the importance of aligning education and training offerings
with employers’ diverse interests and motivations.

Table4 Employers’ reasons for providing training

Push factors Pull factors

External Occupational licences Incentive payments and grants
Equipment licences Skills shortages
Safety standards

Internal Contractual requirements Productivity improvements
Industrial agreements Quality assurance

Introduction of new technology
Workplace change

Managing risk

Employer of choice

Source: Cully, M, 2005, Employer provided training: Findings from case studies —At a glance, NCVER, Adelaide.

An employer’s decisions about investment in training depend largely on its particular interests,
values and commitments.’*® Training relevance and flexible delivery have more influence on
decision making than who provides the training or whether it is accredited.”™' This means that
aligning tertiary education with employer interests is important, as well as meeting the needs
of individual learners. Partnerships between enterprises and providers may be the most useful
method of encouraging employer investment in training. Improving employers’ perceptions of
the value of training are important to increasing the level of investment.’3?

Employer involvement, participation and investment is more likely in an industry-led
training system, leading to skilling opportunities for new workers and the re-skilling
and up-skilling of existing workers ... This is especially so where employers are
able to determine the relevance and outcomes of training in everyday workplace
situations.

Minerals Council of Australia submission to AWPA, 2012

Research shows that cost is only a relatively small factor (identified by 3.7 per cent of survey
respondents) for those employers not using nationally recognised training. By far the biggest
reason is whether the training is perceived as unsuitable or not relevant to the organisation

(63.7 per cent), followed by a view that employees are already adequately trained (20.1 per cent).'s
Where employers were dissatisfied with nationally recognised training, it was most likely
because they felt the training was of a poor quality or low standard (39.9 per cent) or that
relevant skills were not taught (34.9 per cent).'®

International research shows that where employers’ own training is recognised and integrated
into the qualification structure, financial incentives have a great impact on employer
involvement.’®® Stakeholders have suggested that employer demand for training could be
increased by recognising employers as the ‘key driver of effective, quality training’.'®¢
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The Department of Education, Employment and Workplace Relations (DEEWR) encourages
investment by enterprises in innovative workforce practices in partnership with schools, Job
Services Australia (JSA) providers and other stakeholders. The objectives are to improve
industry take-up of unemployed job seekers, create positive labour market opportunities

for student job seekers, and support existing workers. This is underpinned by employer
engagement strategies.

DEEWR would ... welcome the inclusion of an employer engagement component
in the new National Workforce Development Strategy ... This would recognise the
importance of enterprise level change and innovation in meeting Australia’s future
workforce and skills needs.

DEEWR submission to AWPA, 2012

AWPA can facilitate a process of streamlining and coordinating the work that is currently

going on in the area of employer engagement, beginning with the capability review outlined in
section 2.2. Our role could also be extended to include working with other agencies to assist in
streamlining workforce and skills programs.

Industry co-contribution to training

Australia in recent years has witnessed an increasing focus on employer-led training through
a number of federal programs that include co-contribution. Submissions in response to

our discussion paper largely supported this aspect of a demand-led system, although the
affordability for SMEs was raised as an issue.

Some stakeholders called for an expansion of the NWDF to provide a greater opportunity for
upskilling those in the workforce with a non-school qualification.

The effectiveness of the Fund and an analysis of its funding allocations needs
to be carefully monitored and the fund expanded given the extent of the lack of
qualifications in the existing workforce.

Australian Industry Group submission to AWPA, 2012

Such an expansion of the fund would need to be based on evidence that demand for funding
allocations is in excess of supply. This is an issue that AWPA will continue to monitor.

While the fund was supported in submissions, a number of stakeholders expressed concern
that the co-contribution model that applies to small businesses is prohibitive to their
participation.

The co-contribution model of the NWDF has restricted uptake in many sectors,
particularly those comprising very small enterprises ... If a contribution must be
a component of programs like the NWDF the cost to enterprises needs to be
appreciably lower.

Food, Fibre and Timber Industries Training Council (WA) Inc. submission to AWPA, 2012

Program data for the NWDF in 2011-12 shows that around 56 per cent of learner enrolments
are from businesses with fewer than 100 employees. Demand from small businesses (fewer
than 20 employees) is strongest, at around 30 per cent.’®” This data does not support a need
to decrease the co-investment level from small businesses at this point, and suggests that the
fund is playing an important role in supporting training in small businesses. We note, however,
that no data is available on uptake by micro businesses (fewer than five employees).
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We also received some feedback about the eligibility requirements of the fund, with one
stakeholder suggesting that funding should be accessible for Certificate Il qualifications for
existing employers.

SSA argues that there is a need to have AQF level 2 qualifications supported in the
NWDF to ensure the ongoing supply of skill to the national economy, to develop
sustainable career pathways and to increase participation in the workforce.

Service Skills Australia submission to AWPA, 2012

We recognise that there are particular industries where a Certificate Il is a key entry point, such
as parts of the service sector, meat industry, food industry and agriculture. These industries
play an important role in providing some people with their first entry into the labour market, and
a second chance for many others. The existing fund arrangements allow for a Certificate Il to be
offered to new workers. The guidelines state that the Minister may provide waivers to eligibility
criteria, including waiver if an application includes a Certificate Il for existing workers. A
business case outlining the reasons for seeking the waiver is required as part of the application
process. In view of the existing entitlement for individuals under COAG to a Certificate Il
qualification and the current arrangements for new workers under the fund, an applicant would
need to produce a good business case.

2.6 Regional workforce development clusters

There are many examples of industry and regional policy initiatives that seek to address local
workforce development challenges. In Skills for prosperity, we cited the scores of initiatives—
at both national and state levels—directed at preparation for job placement and improved
connections between employers and learners.’®® These initiatives encompass a wide range

of activities, policies and programs, yet a common success factor in recent years has been
recognition of the need to look beyond the development of the individual worker and consider
local, organisational and strategic systems.'®® Preferred models of regional and industry-specific
workforce development involve working in partnership, and acknowledging the importance of
wider challenges such as transport, health, housing and education as well as the question of
skills development.'°

For a national workforce development strategy to be effective and successful over
the longer-term there must be strong and collaborative engagement at the state
and regional levels. It is critical that industry and regional communities are at the
heart of their skills and workforce development solutions.

Skills Queensland submission to AWPA, 2012
Workforce development initiatives in industries or regions are often aimed at one of three goals:

v boosting workforce participation in areas that offer limited job opportunities or have
undergone structural adjustment

v attracting and retaining workers in areas where there is strong employment growth, and/or

v developing high-technology clusters, often in metropolitan or outer urban areas or regional
cities.'



Case study: IT cluster in Ballarat

IBM and the University of Ballarat’s School of Science, Information Technology and Engineering have formed a
partnership with support from the Victorian Government. One of the key offerings arising out of the partnership is
the Bachelor of Information Technology (Professional Practice) undergraduate program, where students work with
IBM during their four-year degree, receiving valuable industry experience.

This collaboration makes a significant contribution to the local economy. In a recent report, Ballarat was ranked
as number one in Australia for IT services delivery. The report’s author attributed Ballarat's success to ‘the city’s
historical investment in information technology and its cooperative approach to government and industry’.

‘In terms of rankings for government support and current and future investments, it (Ballarat) is considerably ahead
of competing locations. The integration between industry, the university and local and state government sets a clear
industry benchmark.’

University of Ballarat Technology Park (UBTP) Director Malcolm Vallance said, ‘The reason why | think we have done
so well is that we have a couple of universities in the city, so business investors are able to access skilled labour.”

The Mayor of Ballarat noted the importance of the IT industry for the city: ‘There are over 1,000 people working at
UBTP and the sector’s output is A$300 million. It is a significant part of the economy.’

Andrew Stevens, Managing Director, IBM Australia and New Zealand said, "We are delighted to see that the strong
history of collaboration between IBM Australia, the University of Ballarat as well as the local and Victorian state
governments has resulted in such a clear industry benchmark for Australia. We continue to invest in local skills,
employment and innovation to produce the best service and delivery outcomes for our clients.’

Source: Invest Victoria, www.invest.vic.gov.au/20120823-Victorian-city-Ballarat-ranked-number-one-
in-Australia-for-IT-services-delivery, accessed 28 December 2012.

A challenge to effective regional workforce development in Australia is the multitude of funding
sources in existence. This creates difficulties in developing a coordinated approach. There is
also the risk of inefficiencies and doubling up of services. This raises the question:

Is there the capacity to use money already allocated for skills and other relevant
programs (e.g. social, regional and industry/innovation development) more
effectively to improve current approaches to workforce development?'4?

The Australian Government has introduced programs that aim to increase collaboration and
coordination of stakeholders at the local level, including increasing awareness of existing
programs. Local Employment Coordinators were introduced in 20 priority areas in response

to the global financial crisis, with funding extended to 2013. They work in collaboration with
employers, community groups and all levels of government to help drive local solutions to local
labour market needs. A total of $45.2 million has been allocated over two years, including a
$20 million flexible funding pool, to continue activities that support these vulnerable areas.
However, to date there has been no funding allocated to this program beyond mid-2013.'43

In addition, Regional Education, Skills and Jobs Coordinators are engaged across the

46 regional development areas that cover non-metropolitan Australia. Their role is to coordinate
and connect education, skills and jobs activities. Regional Education, Skills and Jobs Plans have
been developed to improve coordination and integration of existing programs and services.
Each plan reflects community priorities and includes goals and local strategies to achieve the
community’s objectives, based on four key themes: early childhood education and care; school
education; tertiary education and training; and jobs, skills and workforce development. The
plans aim to coordinate services and programs available from DEEWR and other government
and community programs.'** These activities are funded to 2014.145
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Local Employment Coordinators and Regional Education, Skills and Job Coordinators are part

of the broader Skills Connect National Network offering regional expertise through strategic
partnerships between government and industry. Network members also include Industry Skills
Councils, Education and Training Advisors and Enterprise Connect Business Advisors. Members
aim to offer a holistic service to employers by assisting business owners and managers from all
industry sectors with their workforce planning and development questions.

These initiatives are yet to be evaluated; however, AWPA sees merit in ensuring a more
coordinated approach at the local level. It will be important to consider the outcomes of these
programs. If they have been successful in fostering better coordination at the local level,
consideration should be given to making a longer term, more sustainable commitment to these
initiatives.

We see value in conducting a pilot in one or more jurisdictions in a natural labour market to
study:

v all of the jobs, vacancies and sources of labour supply in that locality
v all of the funds that flow into the locality (directly or indirectly) for workforce development

v the potential to reconfigure the flow of funds so they are pooled and to explore whether
they could be better packaged to improve approaches to skills development and use.'#®

As noted in stakeholder submissions, career development advice could also be included.

Such strategies could include Commonwealth incentives for regions, and pilot
programs for the pooling of resources between Commonwealth and industry and
community stakeholders to achieve regional workforce development outcomes.
These initiatives should be supported by appropriate career advice.

Western Australian Department of Training and Workforce Development submission to
AWPA, 2012

Each region is unique and needs local, specific solutions. We believe that regions need to

be empowered to introduce their own tailored solutions to local problems. Initiatives that are
already being driven at the local level should be supported and provided with the flexibility
needed to make the most effective use of resources. This could be achieved through Australian
governments co-funding proposals that support local employment and workforce development
at the local level.

Recommendation 2.5

That Australian governments co-fund proposals that support regional employment
and workforce development partnerships to increase the efficiency of resource
allocation at the local level.
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3 Building labour force participation

In this chapter AWPA argues that it is imperative to increase Australia’s labour force
participation to enable our economy to grow and thrive, and we outline the compelling data that
supports the case.

To meet industry needs we have recommended an annual expansion in qualification
completions of at least 3 per cent per annum. This expansion will also make a major
contribution to lifting labour force participation rates and meeting the projected demand for
labour. Australian Bureau of Statistics (ABS) data show that persons aged 25-64 holding a
qualification are nearly 20 per cent more likely to be in the labour force than those without
qualifications. If this relationship continues to hold, the increase in the proportion of the
population with qualifications projected in our main scenarios will support a lift in labour force
participation close to 69 per cent.

Achieving the projected expansion in qualifications requires greater participation in tertiary
education from less advantaged sectors of the population. If we can achieve this then

in meeting the needs of industry we will also improve workforce outcomes for the less
advantaged and social inclusion.

People who are unable to benefit from the relationships forged in the workplace
often feel isolated and even estranged. This isolation so often associated with
prolonged unemployment can then lead directly to a loss of social skills. Rejection
from the labour market can also result in a loss of self-esteem, so that these
people then feel unable, and are sometimes even reluctant, to participate fully in
the life of their communities.’*’

As their skill levels increase, existing workers with lower skills can move up, allowing others to
get a foothold on the employment ladder.'#®

However, the successful engagement in tertiary education and in work by the less advantaged
requires more than simply expanding the availability of places in tertiary education. They will
need a range of supplementary support in both education and entry to work.

For all groups who struggle to participate in the workforce, there are individual consequences
for those who engage in less paid work. Such people pay the penalty in the long run with less
or no retirement savings, making them more likely to be financially dependent as they age.™®
In our discussion paper we considered issues for participation across a variety of groups,'®®
and expect that the strategies we put forward in this chapter will benefit those groups. With
these issues in mind, we propose that efforts should be focused on widening participation for
the following groups and argue that good returns can be expected for targeted measures to
address the barriers they face:

v people with low skills, focusing on upskilling

v groups of men and women who can benefit from opportunities in non-traditional
occupations

v older workers, focusing on retention in the workforce

v people experiencing disadvantage, focusing on helping them to access learning and
support that will build pathways to sustainable work.



We acknowledge that many of the potential solutions to increasing labour force participation,
such as better access to affordable child care and reform to income support, are not within the
remit of AWPA. The state of the economy and job opportunities also influence participation
rates. However, our modelling projects that increasing qualifications supports an increase in
participation consistent with meeting the projected demand for labour. The primary focus of
the discussion is on upskilling, and ensuring appropriate support for increasing the skills and
qualifications of disadvantaged learners. To achieve this, we argue, will require holistic solutions
that coordinate support across a number of human services.

3.1 Enhancing economic growth through improved labour force
participation

In Australian workforce futures we recommended that COAG adopt a labour force participation
goal of 69 per cent by 2025 to increase labour force engagement and promote social
inclusion.™!

In Skills for prosperity we referred to increasing participation as the challenge of the decade
and noted that the underutilisation of labour and low labour force participation are holding back
growth.

Australia’s participation rate in October 2012 stood at around one-half of a percentage point
less than the average over the previous five years. The ageing of the population is a key factor.
Population ageing is estimated to have reduced the participation rate by about one percentage
point since the mid-2000s, although this has been more than balanced by the increasing rate of
participation of women and the longer participation of older workers since the mid-2000s.'%?
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On the international stage, Australia’s participation rate compares favourably to the OECD average, but we lag

behind Canada, New Zealand and much of northern Europe.
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While Australia continues to be ranked 10th among OECD countries in terms of overall participation (the same as
reported in Australian Workforce futures), we only rank 25th in terms of the participation rate of Australian woman
aged 25 to 34 years (at 73.8 per cent). This is above the OECD average of 70.1 per cent, but is considerably lower than
some countries with labour forces comparable to our own, including Canada (81.3 per cent) and the UK (77.8 per cent).

The labour force participation of men aged 25 to 64 years has changed little over the past decade, rising from
85.2 per cent in 2000 to 86.6 per cent in 2011, with Australia ranking 15th among OECD countries (up from 25th in
2008). The change in Australia’s ranking since Australian Workforce futures is attributable primarily to the decline
in male participation experienced by countries undergoing recession post-global financial crisis, including Ireland,
Italy, Greece and the US. While the participation of Australian men aged 25 to 64 years is slightly above the
OECD average of 86.3 per cent, we continue to have lower participation than countries such as New Zealand
(89.8 per cent) and Germany (88.2 per cent).

In contrast, the participation rate of older Australians (55 to 64 years) has increased by nearly 15 percentage points
since 2000, rising from 48.3 per cent (18th among OECD countries and below the OECD average) to 63.2 per cent in
2011 (12th among OECD countries and well above the OECD average).

The rise in workforce participation among older age groups is a notable trend across almost all developed
economies. However, the increase in participation of 55- to 64-year-olds in Australia over the past decade is nearly
double that of the OECD average, which rose by only 7.7 percentage points since 2000. Once again, New Zealand
continues to have a significantly higher participation rate for this group, at 76.2 per cent (up from 59.7 per cent in
2000), while Switzerland, Japan, the US and Germany also report high rates of older worker participation.

These international comparisons highlight that there is room for improvement in lifting our participation if Australia
is to keep pace in the global economy.
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In our economic modelling, the projected increase in labour supply consistent with meeting
the demand for labour in the three higher growth scenarios would require a participation rate
of between 67 and 69 per cent by 2025 and migration at an average of between 187,000 and
235,000 per annum. If we do not reach our goal of 69 per cent, we will require a higher level of
migration, or alternatively risk labour and skill shortages and a diminished level of GDP (in the
Long Boom, for example).'®®

Furthermore, while migrants play an important role in Australia’s economy and communities,
we believe that upskilling the domestic population to increase labour force participation needs
to be the priority.

In a joint statement issued on 4 December 2012, the Australian Council of Social Service, the
Business Council of Australia and the Australian Council of Trade Unions noted that in some
industries and regions employers are already struggling to find enough people to fill critical

job vacancies, while at the same time there are many Australians unable to find work or who
would like to work more hours. They argue that to build prosperity and share it widely, it is vital
that we bring into the workforce those people who have been left out or are being churned
between work and unemployment.'®

AWPA strongly agrees with this statement and we continue to support the goal of a workforce
participation rate of 69 per cent. We also believe that the Australian Government should adopt
this aspirational goal.

This recommended increase in participation is required by—and can be expected to be
sustained by—the projected increase in the demand for labour.

Recommendation 3.1

That the Australian Government adopt an aspirational goal of 69 per cent labour
force participation by 2025 to meet the projected demand for labour, noting that this
will be supported by raising skill levels within the workforce and community.

Since both the employed and the unemployed are regarded as participating in the labour force,
raising participation entails targeting those who are not in the labour force. In today's figures,
this means adding 10 per cent of approximately six million people or around 600,000 people.

It is staggering that as at September 2011 ... in addition to the 630 000 who were
unemployed, there were more than 900 000 available to start work within four
weeks who are not counted in the labour force. Many of these are studying or
caring for children but can still participate should there be a job suitable for them.

Australian Chamber of Commerce and Industry submission to AWPA, 2012

Many people have a marginal attachment to the labour force (see Figure 5) and might
participate if the barriers to their participation could be addressed.
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Figure 5 Persons notin the labour force
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Source: ABS, Persons not in the labour force, Australia, September 2011, cat. no. 6220.0, ABS, Canberra, p. 3.

Of those not in the labour force, 1.3 million want to work. They are not a homogeneous group
and include:

v approximately 215,000 women who are not in the labour force because of caring
responsibilities for family members.’s® They want to work but are not actively looking for work.
Preferring to look after children and the cost of child care are cited as the main reasons'®

more than 56,000 males who are marginally attached to the labour force and who cite
short-term or long-term health condition or disability as their main reason for not actively
looking for work®?

around 91,000 people who are discouraged job seekers and are not actively looking for work,
56 per cent of whom are aged 55 years or over. Being ‘considered too old by employers’ is
a significant reason for this group not to seek to enter or re-enter the labour force.'®
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Another important aspect of participation is retaining those who are currently in the labour
force. This involves two groups in particular: older workers and women seeking to return

to existing jobs after maternity leave who may need real options for part-time work. For
example, industry can assist the participation of women returners by providing more flexible,
family-friendly working hours and arrangements such as staggered start and finishing times,
compressed work hours (for example, working five days in four) or shared job roles (for
example, between parents).’® Similar arrangements may also be of benefit to other primary
carers.

3.2 Upskilling people with low skills

Of the 2.9 million Australians who do not have a post-school qualification, 153,000 are currently
unemployed and 1.1 million are not in the labour force.'®® This demonstrates the importance of
educational attainment for employment outcomes.

The highest school level reached has a significant impact on labour force status. People who
have completed Year 10 or lower and have no post-school qualifications have the poorest labour
market outcomes of all school leavers, with only 61.6 per cent participating in the labour force
in May 2012.

However, achieving a post-school qualification makes a marked difference in labour market
outcomes for people who have completed Year 10 or lower. Table 5 also demonstrates that
the highest school level reached has a much lower impact on participation when a non-school
qualification has also been achieved.

Table5 Labour force participation of persons aged 15—-64 with and without
non-school qualifications, Australia, 2012

In labour force (%)

Non-school qualifications Year 10 Year 11 Year 12 Total
With non-school qualification 84.1 86.3 87.2 86.5
Without non-school qualification 61.6 69.8 76.1 68.9

Source: Unpublished data from ABS, Education and work, Australia, 2012, cat. no. 6227.0, ABS, Canberra.

Those who have left school at Year 8 or 9 are particularly vulnerable to low participation. In
20083, the participation rate for those who left school at Year 9 was 51 per cent and for those
who left school at Year 8 it was 41 per cent.'® Older migrants could be in such a group. By
contrast, people with a degree or higher qualification have the highest rates of labour force
participation.

While there is a strong correlation between qualifications and labour force participation for
both men and women, there are differences between the genders. Men and women with

a degree or higher qualification are the most likely cohorts to participate in the labour force.
The participation of women with a degree or higher qualification is only slightly lower than the
participation of men in the same educational cohort.’®?
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For women who hold a post-school qualification at a level lower than a degree, participation
rates are around 10 per cent lower than for those with degrees. Participation of women with
no post-school qualifications has been improving at a similar rate to that of women in other
educational cohorts. For men, having a post-school qualification has similar outcomes to having
a degree, but for men with lower skills, the impact is more significant.'®3

The package of recommendations in this chapter is expected to significantly benefit those with
low skill levels who are vulnerable to structural shifts in the economy and downturns. Improving
LLN will also affect workforce participation and contribute to the realisation of targets to
increase qualification levels. The issue of improving LLN is addressed in detail in Chapter 4.

3.3 Participation of men and women

Australia’s workforce is highly gender segregated. In our discussion paper, we looked at the
decline in male workforce participation over the past 40 years and noted that less than
three-quarters of men are now participating in the labour force (71.9 per cent).'®* While the
fall in male participation has been particularly severe for mature-aged men, there has also
been a considerable decline in participation of prime-aged men (aged 35-54 years). In 1966,
96.2 per cent of 35- to b4-year-old males were in work. By 2003, employment for this cohort
had dropped to 87.4 per cent. This figure is still around 87 per cent, with almost 400,000 men
aged 35-54 not in employment.'®® Arguably the decline in employment participation by this
group is particularly significant in terms of the actual numbers of men involved, and because
of the long-term impact to their future work potential and their social relations.

We also noted in the discussion paper that despite the growth in female participation in the
workforce since the 1970s, there remains a large gap between male participation and female
participation (at 58.7 per cent). The paper considered the impact of the loss of traditionally
‘masculine’ low-skilled jobs associated with production and the rise in participation of women
with no post-school qualifications, related to the growth of jobs in the female-dominated
services of retail, hospitality and community care.'®®

The post-industrial economy is indifferent to brawn. A service and information
economy rewards precisely the opposite qualities—the ones that can't be easily
replaced by a machine.'®’

Structural adjustment is a key factor in change for both men and women.'®® The issue of
structural adjustment is addressed in Chapter 1.

Gender segregation within industries has a marked impact on the patterns of participation of
both men and women. Women account for almost 80 per cent of the workforce in Health
Care and Social Assistance and men comprise the vast majority of workers in Construction
(88 per cent), Mining (86 per cent), and Electricity, Gas, Water and Waste Services

(79 per cent).'®®

For both men and women, increased participation in non-traditional occupations in growth
industries can offer promising opportunities.

Encouraging people into non-traditional occupations

Our modelling shows the strongest employment growth in industries that have historically had
a predominantly female workforce. Other industries such as Mining have a preponderance of
male workers. This suggests it is important to ensure that jobs are less gender-segregated than
they are at present. While some of the factors influencing the decline in male participation are
demographic, policies to assist men who wish to take up careers in so-called ‘pink collar’ areas
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can be expected to make a substantial contribution to male employment rates over the coming
years. In the United States, there is evidence of strong employment growth for men in some
traditionally female occupations, reflecting changing roles for men in society, and especially in
the home."”? At the same time, however, men may experience 'role strain’ in occupations that
have traditionally been regarded as ‘'women’s work'.!”’

The Australian Human Rights Commission is currently working to identify mechanisms and
strategies for improving women's representation and leadership in the male-dominated
industries of Mining, Utilities and Construction.'”?

There are also industry-led initiatives underway to increase the representation of women in
non-traditional roles. The Australian Women in Resources Alliance, a national initiative managed
by the Australian Mines and Metals Association, seeks to facilitate women'’s participation in the
workforce for the resource, allied and construction sectors with support from the Australian
Government.'® The National Association of Women in Operations was established with the
objective of increasing the number of talented women in operations roles in the manufacturing
industry, now and in the pipeline."”*

Initiatives to support industry in increasing the participation of men and women in occupations
they may not have entered traditionally can help to achieve the objectives of increasing
participation in areas of expected future employment growth and addressing skills shortages.
This benefits individuals by widening their choices of employment and employers by providing
a more flexible and broader pool of potential workers. We believe that a co-funding model to
support industry initiatives in breaking down gender segregation in Australian industries would
have a positive impact, particularly where there are skills shortages. We therefore recommend
that the Australian Government support industry-led initiatives in this area. Support should be
available where there is more than 70 per cent of either gender working in a particular industry.

Subject to positive results from an evaluation of the program’s impact over a proposed three-
year funding period, funding for such initiatives should be extended for a further three years so
that it continues to act as a catalyst to break down gender segmentation.

Recommendation 3.2

That the Australian Government provide co-contribution funding over three years for
industry-led initiatives to support employment for men and women in non-traditional
occupations in skills shortage areas.

Other gender factors in participation

Men with disability

The number of men on the Disability Support Pension (DSP) rose substantially in the early
1990s, associated with the recession and policy changes surrounding eligibility requirements.'”®
By 2010, nearly half a million men (417,900) reported that they were not in the labour force

due to their own long-term health condition or disability (377,700) or short-term illness or injury
(40,200). Nearly three-quarters of them (73 per cent) were aged 45 years or older."”® DSP
recipients currently number 818,850, of whom 446,600 are male (54.5 per cent)."”’
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This is a group who could benefit substantially from the additional supports we recommend for
disadvantaged job seekers in section 3.5.

In addition, we note that since 1 July 2012, all DSP recipients have been able to work up to

30 hours a week without their payment being suspended or cancelled, subject to an income
test.””® As mentioned earlier, the income support system is not within AWPA's remit. However,
we do observe that the introduction of continuing eligibility for the DSP, for example through a
registration scheme, could help more male DSP recipients and, more broadly, all people with
disability into work. They could then have confidence that if their health deteriorated so that
they became unable to work, or to work as many hours, they would not have to requalify for
the DSP but would be able to move back onto it quickly and seamlessly.

Women with young children

Barriers to women returning to work after having children are complex and interrelated.
Lifting the workforce participation of this group will require a coordinated response across
governments and portfolios.

This group could also benefit from the measures we propose in relation to disadvantaged job
seekers in section 3.5.

However, we note and support a number of broader initiatives that are seeking to remove
barriers to their access to and return to work, including:

v the Jobs, Education and Training Child Care Fee Assistance program under the 2012-13
Budget, which provides an extra $225.6 million over four years in child care assistance to
help unemployed parents, particularly single parents, to enter the workforce'’®

v promotion of awareness of the flexible work arrangements that can be requested by
employees under the Fair Work Act. A good example of what can be done to inform
parents is provided by the Parental Toolkit developed by the Minerals Council of Australia'®

v the provision of onsite child care such as that offered by CSL Limited in Melbourne®

v strategies to boost the confidence of women returners who may have been out of the
workforce for some time. The model of ‘returnships’,'®? where organisations create
opportunities for short-term paid positions designed for professionals who have been out
of the workforce for several years, has been benefiting both individuals and organisations
in the United States and the United Kingdom.'83

3.4 Removing barriers for older workers

Across the scenarios, the biggest certainty for Australia is population ageing. This underscores
the importance of raising the labour force participation of older Australians to help redress the
impacts of the retirement of an ageing workforce on tax receipts and the increase in health
costs associated with a larger proportion of older people.'®

Since the publication of the first intergenerational report highlighting this issue a decade

ago, industry peak bodies and associations have developed a good understanding of the
implications. There is less information about the level of understanding at the enterprise level.
Nevertheless, the loss of corporate knowledge with the retirement of older people can be a
serious risk for organisations.



This issue has a gender dimension. Older women are likely to continue to participate in the
workforce because their superannuation situation may be more precarious than that of men.
For example, in 2011 the median superannuation holding for women was $18,489 compared

to $31,252 for men.'®® As already noted, men are more likely to be on the DSP than women—
although women are more likely to be carers (women constituted two-thirds of all carers in
2009).'88 Older workers of both genders need flexibility in work arrangements, including options
for working part-time to deal with their broader caring responsibilities.

In 2011, Australia ranked 12th among OECD countries for labour force participation of people
aged b5-64, with a rate of 63.2 per cent (up from 61.1 per cent in 2009). Iceland was the
highest performer at 84.1 per cent, and New Zealand was second with 76.2 per cent.’®” As
eligibility for the age pension rises to age 67 (by mid-2023), alternatives to remaining in the
workforce will be reduced.'s®

Higher qualifications are associated with increased labour market participation after the age of 64,
as shown in Table 6.

Table 6 Labour force participation rate, by age and post-school qualification

No post-school VET Higher education
Age range qualification qualification qualification
65 and over 9% 17% 26% 13%
40-64 67% 83% 87% 77%
15-39 65% 87% 88% 76%
Total 54% 76% 83% 66%

Source: ABS, 2011 Census of Population and Housing. ‘Level of education inadequately described’,
‘level of education not stated’, and ‘labour force status not stated’ excluded.

Those older workers who are lower skilled are vulnerable to unemployment. At August 2012,
43.1 per cent of female job seekers and 41 per cent of male long-term job seekers were aged
over 40.'% However, the Australian Human Rights Commission has found evidence of
age-based barriers to the recruitment of older people, making the plight of unemployed older
people particularly stark.’®® Some older workers are not eligible for assistance from JSA due to
partner income, aged pension status or self-funded retirement.’”®' It is important that they have
access to new forms of career development advice throughout life (see the discussion on career
development advice in Chapter b).

We note proposals from the Australian Human Rights Commission addressing barriers to
workforce participation for older people in relation to workers’ compensation, income protection,
licensing requirements and superannuation age limits,'®? and we support removal of the
remaining barriers to participation for older people. Clearly the commission has an important role
in continuing to monitor these issues.

Australia needs to come up with innovative ways to showcase the benefits of
employing, training or retraining our maturing workforce.

My Mentor Pty Ltd submission to AWPA, 2012

Initiatives such as the Australian Government’s Experience+ program have been designed

to address the needs of older workers seeking to gain employment. Experience+ provides
professional career advice and resumé appraisal for mature-aged workers (45 and over) and

a job seeker assistance program including IT skills and job-specific training. It also supports a
Corporate Champions program to assist employers with good practice in the employment and
retention of mature-aged workers and a Jobs Bonus program which provides $10 million over
four years for employers offering ongoing employment opportunities for mature-aged workers.'®?
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AWPA also welcomes the provision of an additional $35.0 million over four years to the
NWDF to improve the skills of workers aged 50 years and over consistent with their workforce
development needs.”®*

There is an imperative to turn around attitudes to older workers and provide supports to remove
the barriers to their accessing and retaining employment. Programs such as Experience+ are a
step in the right direction. However, they are relatively small when compared to the scale of the
challenge and the potential benefits of increasing labour force participation of older Australians.
These programs are new and it is important that their success is evaluated. We recommend
that the Australian Government monitor the success of these initiatives and consider the
potential for significant upscaling over time.

Recommendation 3.3

That the Australian Government consider significantly upscaling successful
approaches to help older workers (45+) to re-enter the workforce, such as
Experience+.

3.5 People experiencing disadvantage

Disadvantaged learners in VET

Disadvantage is as diverse as people’s life circumstances. The National VET Equity Advisory
Council notes that:

People who typically experience disadvantage in VET may have low LLN skills;
they may have a disability or be experiencing mental health issues; they may live
in remote communities or communities with concentrations of people with low
socio-economic backgrounds; they may have low incomes and access to few
services; they may be offenders in juvenile justice centres or correctional facilities;
they may be women in low paid jobs with family responsibilities; they may be
Indigenous Australians or new arrivals and refugees.’®®

The council goes on to make a case for change in VET to achieve better access, participation
and outcomes for disadvantaged learners.

When we unpack the data and consider how groups of learners who experience
disadvantage fare, we find:

v under-representation of some groups of disadvantaged learners in the VET student
population compared with their Australian population share

v over-representation in certain types of programs (for example, lower qualification
levels)

v poorer completion rates than other learners
v poorer outcomes than other learners.

We can see that reform is already in progress in higher education and schools,
with their focus on achieving outcomes for those from low socio-economic
backgrounds, clear targets and accountabilities, and money to drive these reforms.
In VET such progress is not yet apparent and VET remains the weak link in the
chain of education reforms, creating barriers to pathways for learners.'%¢

v.



For those who experience one or a number of disadvantages in accessing and participating in
VET and gaining sustainable employment, it is important to recognise their more complex needs
by providing the resources for long-term wraparound support. Apart from LLN issues, lower
skilled people may have additional barriers to participating in learning and work such as health,
transport, homelessness and mental health issues.

There is no shortage of examples of holistic wraparound approaches, such as the Learner
Support Services program in South Australia, which is based on personalised case management
and collaboration between service providers.'®” However, initiatives such as this require
systematic investment to achieve long-term outcomes. As the National VET Equity Advisory
Council points out, in higher education significant steps have been made in this regard under
the Higher Education Participation and Partnerships Program which supports the Australian
Government’s ambition that 20 per cent of domestic undergraduate students will be from low
socioeconomic backgrounds by 2020.

The program provides funding to assist approved universities to undertake activities and
implement strategies that improve access to undergraduate courses for people from low
socioeconomic backgrounds, as well as improving the retention and completion rates of those
students.'®® As the program only commenced in 2010, it is too early to see data about the
impact on completions.

However, interim data on commencements and participation seems to indicate that the program
is already achieving positive outcomes—for example, in 2011 commencing students from low
socioeconomic backgrounds increased by 3.3 per cent compared to the same period in 2010.

In Skills for prosperity we highlighted the need for funding, especially in regional centres and
in areas of entrenched social disadvantage, for increased support to improve learning and
employment outcomes for highly disadvantaged clients. However, reduced budgets and new
funding models for VET are proving to be particularly concerning for less advantaged students.

New South Wales and Victoria, for example, have both reduced their contributions to
concessions:

v From January 2013, NSW student concession fees will increase from $53 to $100 per
course.'®®

v In Victoria concession fees are no longer at the low flat rate for the year as in the past
but set at 20 per cent of the fee per unit of competency. For longer and more expensive
courses the concession fee paid could increase considerably; concession rates are not
available for a diploma or advanced diploma courses, where income-contingent loans
provided under VET FEE-HELP is available.2°°

The adult and community education (ACE) sector can also play a significant role in assisting
disadvantaged learners to re-engage with learning. The National VET Equity Advisory Council
noted that the sector:

offers largely unacknowledged access to foundation skills and provides pathways
into further learning, community participation and work.

The Council believes this sector is an undervalued community asset which, with an
increased profile and coherent policy and funding approaches, could further support
the VET system'’s performance in relation to improving access, participation and
outcomes for people with low skills. In the Council’s view, the time has come

to: further acknowledge the role of ACE in building social inclusion; place it in

the context of the current COAG agenda; clarify its policy, funding and regulatory
frameworks; and formalise recognition of its pathways into further learning.?°
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In South Australia the ACE program was reviewed in 2010 and has been refocused so that

it works more collaboratively with the VET sector to improve learner pathways. The reforms
include investment in extensive professional development and support for the sector. However,
the underlying policy of the reformed program acknowledges the importance of retaining the
unique qualities of the ACE sector that are successful in engaging hard-to-reach learners.?%?

Australia needs to ensure that sufficient investment occurs so that those without post-

school qualifications, who are most likely to be disadvantaged in the labour market, have the
opportunity to improve their skills. We therefore recommend that the Australian Government
provide additional investment to increase wraparound services and training delivery strategies
for disadvantaged learners and job seekers. The evidence from current programs suggests that
these services can pay for themselves through improvements in course completion rates and
job outcomes. Furthermore, unless these wraparound services are made available, a significant
proportion of Australians will continue to be excluded from learning or work.

Recommendation 3.4

That the Australian Government provide additional funding to cover the expansion of
training delivery strategies and wraparound services to support the less advantaged
to participate in training and employment.

Disadvantaged job seekers

We have argued the case for investment in wraparound, holistic services for disadvantaged
learners to increase their workforce participation by building pathways through learning to work.
The complex needs of the people being assisted must be recognised and catered for in the
design of these services, and they must be provided over an extended time as the recipients
build confidence, job readiness and skills.

Among younger people, those who are 'not in employment, education or training’ (NEET)

are of particular concern. They represent a particularly vulnerable group, at risk of long-term
detachment from the labour market.?%® In terms of numbers, averaged over the 12-month
period to December 2012 there were 60,000 young people (15-19 years) unemployed and not
in full-time education. Averaged over the same 12-month period, a further 73,600 were not in
the labour force and not in full-time education. These two groups accounted for 9 per cent of
the 15- to 19- year-old-population. While this figure has fluctuated over the last 10 years, the
current rate is consistent with levels 10 years ago (8.9 per cent).?°* Some groups are over-
represented in NEET: Indigenous people (twice as likely), people from areas with the lowest
quintile of socioeconomic disadvantage (50 per cent more likely), and early school leavers who
had not completed any further study (three times more likely).

Many people who lack basic skills, especially adults, learn better through their experience and
the mentoring they receive while they are engaged in work. However, workplace mentoring and
work experience are, by definition, denied to people who are unemployed. The ideal situation
for many job seekers is a combination of employment and training. Yet many employers are
unwilling to employ people who have a long history out of employment and who have not
achieved basic employability skills. For these job seekers some basic education and training
before they start working is inevitable.?°® Sustained employment outcomes are more likely to
be achieved when local employers are involved in the design of the program, and especially
when there is a promise of a job on successful completion of the initial training.2%¢
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Although capacity for service innovation and customer responsiveness was improved when
JSA was set up, organisations involved in providing services to disadvantaged job seekers have
reported that:

There is still too much focus on short term employment outcomes and too little
on long term intensive work with jobseekers and employers to ensure that jobs
are sustained ... incentives embedded in the fee structure and performance
management system of JSA still appear to drive providers towards a standardised
model of service. The system does not fully engage and respond to the needs of
its end consumers—jobseekers and employers.?%’

Similar information has come from Jobs Australia and the National Employment Services
Association. In their joint statement, the Australian Council of Social Service, Business Council
of Australia and Australian Council of Trade Unions argue:

The employment services system is not consistently providing the kind of
pre-employment preparation or post-recruitment back up needed to support
successful placements ... Employment service providers need better resources
and incentives to work intensively with unemployed people, employers and other
services (including training organisations) to overcome entrenched barriers to
employment.2%®

Recent figures show that 30.7 per cent of job seekers participating in JSA stream 4 (the most
disadvantaged job seekers) in the previous 12 months were employed three months after
exiting the service. This compares to 48.7 per cent of job seekers in streams 1-4 reported

as employed after three months following assistance.??® This result demonstrates the impact
of multiple disadvantage. Nevertheless, results for JSA stream 4 clients show a significant
improvement on results for the previous Personal Support Program (see Figure 6), despite the
fact that the early years of JSA coincided with the global financial crisis. Around 28,000 job
seekers who were on the Personal Support Program waiting list have been assisted to find
work and break the cycle of economic and social exclusion. There are no waiting lists under
JSA.

Figure 6 Employment outcome rates for stream 4—Personal Support Program versus
Job Services Australia

B Personal Support Program W JSA
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CALD = culturally and linguistically diverse

Source: Based on DEEWR, 2012, Labour market assistance outcomes—June 2012, DEEWR, Canberra.
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Under JSA, more resources are allocated to the most disadvantaged job seekers in the higher
level streams. The JSA system also allows providers to be more innovative in the way they
manage a job seeker’s barriers than the Personal Support Program. The Employment Pathway
Fund provides flexibility to help job seekers with non-vocational barriers such as emergency
accommodation for a person who is homeless. Overall satisfaction with JSA is high for
stream 3 and stream 4 job seekers, with 78 per cent of stream 3 and 77 per cent of stream 4
satisfied or very satisfied with JSA services.?'°

A key area to be addressed is the better alignment of incentives and key performance indicators
between job services providers and training providers to:

v recognise the time it takes to build job readiness among disadvantaged cohorts

v link training directly to job outcomes, through strong employer engagement linked with
training designed to engage and retain disadvantaged job seekers?"

v provide long-term support to enable job seekers to retain and progress in employment.

A public consultation process to help the government review existing services and determine
the delivery of employment services beyond July 2015 was launched in late 2012. Key themes
of the consultation process include working in partnership with employers and stronger
partnerships with other services.

Post-placement support is funded for a period of six months, and outcome payments are
currently available for 13-week and 26-week outcomes. However, the 2012 final report of the
Advisory Panel on Employment Services Administration and Accountability found that

'26 weeks is too short a timeframe to know if an employment outcome is sustainable’.?'?
AWPA supports recommendation 5.1 of the report—'That the definition of sustainable
employment outcomes be extended to 52 weeks'2'*—while recognising that additional funding
will be required to support this measure, which should also incorporate career advancement
interventions post-placement.

The Senate Education, Employment and Workplace Relations References Committee inquiry on
the administration and purchasing of Disability Employment Services in Australia found that 'the
current lack of quality incentives in the performance framework is resulting in some job seekers
being placed in positions that do not align with their ambitions or interests’. The committee
argued for longer term outcomes ‘as a way to promote quality’.?"* While the committee was
referring specifically to Disability Employment Services, other disadvantaged job seekers have a
similar need to become established in sustainable employment and this requires support over a
longer timeframe.

Recommendation 3.5

That the Australian Government, in the review of employment services beyond 2015,
revise the contract to achieve the following:

v better alignment of incentives for Job Services Australia to work with
registered training organisations to provide training for disadvantaged job
seekers that is more flexible, fit for purpose and more closely linked to job
outcomes

v additional funding for a revised schedule of payments to provide incentives
for the provision of coaching and other support services for the most
disadvantaged job seekers through the first 52 weeks of a job placement
including directed career advancement interventions post-placement.
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4 Equipping Australians with better
language, literacy and numeracy
skills

Our modelling shows increased industry demand for higher level skills, but around 50 per cent
of Australians have been assessed as having literacy and/or numeracy scores below the
minimum standard needed to manage the complex demands of life and work.?"

People with literacy and numeracy needs find it difficult, if not impossible, to obtain higher level
qualifications and are far more likely to not be employed, that is to be unemployed or not in the
labour force. The relationship with employment is stark. Figure 7 shows the number of people
aged 25-59 by their assessed level of numeracy in an international study of literacy and life
skills. For those at the highest level of numeracy 90 per cent are employed. For those at the
lowest level a little over 60 per cent are employed.

Figure 7 Persons employed and not employed by numeracy level, persons aged 25-59,
Australia, 2006 (‘000s)
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Note: ‘Not employed’ includes persons who are unemployed and persons not in the labour force. The data is from the Adult Literacy
and Life Skills Survey in which tests were administered to persons aged 15-74 and included prose and document literacy and
numeracy. Level lll is regarded by the survey developers as ‘the minimum required for individuals to meet the complex demands of
everyday life and work in the emerging knowledge-based economy’. The results were fairly similar across the areas tested with slightly
lower scores on numeracy.

Source: ABS, 2006 (reissue), Adult Literacy and Life Skills Survey, summary results, Australia, cat. no. 4228.0, ABS, Canberra.

This is not a marginal issue. It is a huge challenge for mainstream Australia and it is constraining
individual opportunity and economic development. Building LLN skills will be critical to
increasing labour force participation and transitioning to a more productive, higher skilled
economy.




People require LLN support for differing reasons. Key cohorts include older workers looking to
update or refresh their skills, people from culturally and linguistically diverse backgrounds, and
people who left secondary school early and are looking to upskill.

Without a holistic strategy to address LLN skills, Australia is at risk of neglecting vulnerable
cohorts and being unable to achieve the skills deepening that the economy needs. Australia’s
approach must build on existing, successful initiatives and promote increased collaboration
between the VET sector, ACE providers and Australian governments. In this chapter AWPA
advocates:

v strengthening the implementation of the National Foundation Skills Strategy for Adults
v increasing Australia’s capacity to monitor adult LLN skill levels

v improving access to information on the services available for both job seekers and existing
workers

v facilitating effective delivery of LLN training in the VET sector, including ACE providers.

41 Where are we now?

The 2006 Adult Literacy and Life Skills Survey (ALLS) found that:
v approximately 7.0 million adult Australians (46 per cent) had literacy scores below level IlI

v approximately 7.9 million adult Australians (53 per cent) had numeracy scores below
level 11.216

Level lll on the five-point ALLS scale is defined as the minimum level required to function fully
in society and work. People at level | and level || may have basic literacy and numeracy skills
but will struggle to apply them to, or not have skills adequate for, more complex and varied
situations.?"

As outlined in Chapter 1, our modelling signals that Australia will require a significant growth in
qualifications, particularly higher level qualifications. Without a marked improvement in LLN in
Australia this will be unachievable.

In Australian workforce futures we also identified LLN as a key issue underpinning labour
participation and productivity. The data in Figure 7 confirms the very strong relationship
between literacy and having a job. It can also affect the level of productivity of those in jobs.

Inadequate levels of LLN are seen as a major barrier, not only to skills development
but general productivity.

Food, Fibre and Timber Industries Training Council (WA) Inc. submission to AWPA, 2012

The impact of low LLN skills on the Australian economy cannot be underestimated
and industry is seriously concerned.

Manufacturing Skills Australia submission to AWPA, 2012
In Australian workforce futures we recommended that the Australian Government:
v develop and implement a national adult LLN strategy to drive significant improvement

v significantly upscale successful approaches such as the Workplace English Language and
Literacy Program (WELL) for existing workers, and the Language, Literacy and Numeracy
Program for job seekers.?'®

N



Since then the Australian Government has:

v provided additional funding for both programs in the 2010-11 Budget as part of the
Foundation Skills Package?'®

v funded an additional $20 million over four years for an extra 13,000 WELL training places
in the 2011-12 Budget, as part of the Building Australia’s Future Workforce package??°

v participated in the development of the National Foundation Skills Strategy for Adults

v introduced the LLN Practitioner Scholarships Program to help address skill shortages in
the adult LLN workforce.??'

Despite these initiatives, during our consultations with stakeholders and in submissions, many
raised inadequate LLN skills as a key challenge for Australian enterprises. Some submissions
also specifically cited numeracy as an area requiring further attention.???

Skills development is needed in numeracy skills. They are the poor cousin of LLN.
Manufacturing Skills Australia submission to AWPA, 2012

The school system plays a vital role in teaching LLN to young people and ensuring that students
are able to participate fully in society and progress to further study or employment.

However, according to the results of the 2011 Trends in International Mathematics and Science
Study (TIMSS) and the Progress in International Reading Literacy Study (PIRLS), Australia’s
progress in both areas has flatlined over the past few decades.??® The TIMSS measured the
performance of Year 4 and Year 8 students from 50 countries in mathematics and science.
Australia ranked 18th in maths and 12th in science for the Year 4 cohort and 12th in maths and
13th in science for the Year 8 cohort. The PIRLS measured the performance of Year 4 students
in 45 countries in reading. Australia ranked 27th, with approximately 25 per cent of Australian
students not meeting the minimum acceptable standard of proficiency.??*

These results cannot be considered in isolation. There are many complex and interrelated
factors that can impact on school students’ performance in the test including the construction
of the test and whether the students have been taught a comparable level of knowledge and
skills.??®

However, according to the results of the OECD'’s 2009 Program for International Student
Assessment Survey, Australia has a greater range of scores than the OECD average, and the
performance of Australian students from the lowest socioeconomic background is significantly
below the OECD average. This can indicate a lag of up to three years of schooling. It places

an unacceptable proportion of students at risk of not achieving the LLN levels they need to
underpin skills development for future employment.?28

These statistics highlight the scale of the challenge. As a significant proportion of people
currently at school will join the workforce by 2025, the results highlight that there is room for
improvement if Australia is to meet the needs of the emerging knowledge economy.

Without an urgent effort to improve LLN in Australia, we will be unable to achieve the skills
deepening the Australian economy requires. As noted above, our modelling indicates that the
future workforce will require significant increases in qualifications at the Certificate Il level

and above. In 2011, just over 56 per cent of people in the labour force had a Certificate Il to
postgraduate qualification.??’” To match the anticipated demand in the Long Boom scenario, the
proportion would need to increase to 73 per cent—an increase of 17 percentage points to 2025.



The National Foundation Skills Strategy for Adults, launched on 28 September 2012, has an
aspirational target that ‘by 2022, two thirds of working age Australians will have literacy and
numeracy skills at level Il or above’. The benchmark for the target will be established once

the results for the survey that has replaced the ALLS are released as part of the Program for
International Assessment of Adult Competencies Survey (PIAAC) in 2013.228 Preliminary results
of PIAAC show that:

Approximately 7.3 million (44%) Australians aged 15 to 74 years had literacy skills
at Levels 1 or 2, a further 6.4 million (39%) at Level 3 and 2.7 million (17%) at
Level 4/5. For the numeracy scale, approximately 8.9 million (55%) Australians
were assessed at Level 1 or 2, 5.3 million (32%) at Level 3 and 2.1 million (13%)
at Level 4/5.2%°

The next PIAAC survey is to be undertaken in 2021.

If Australian governments are to genuinely pursue this target, evaluation on a more regular basis
is required to track progress. While the TIMSS and PIRLS provide a strong indication of the
performance of school-aged Australians, we do not have a good understanding of how Australia
is performing at a broader, adult level.

The long gap between testing means that there is limited information to assess whether LLN
skills development programs and initiatives are having a positive impact. This situation provides
an imperfect evidence base to inform government policy and makes us ill-prepared to respond
effectively. As such, it is clear that the international survey results gained through the ALLS and
PIAAC should be complemented by a timely, additional source of measurement.

NCVER has undertaken research to assess whether the performance levels of the ALLS can be
mapped against the Australian Core Skills Framework (ACSF).2%° The project demonstrated that
the two frameworks can be aligned.

The work also suggests that there may be varying levels of complexity within each ACSF level
and so there is the potential to recognise sub-levels. Differentiating performances would lead to
finer and more accurate data collection against performance measures.?®'

The implications of this work are profound. The alignment between the ACSF and ALLS
frameworks indicates that a national sample survey for the assessment of literacy and numeracy
levels of the adult population, based on the ASCF levels, could be developed. In the absence

of more frequent international sampling, this would provide a tool to regularly monitor the
supply of LLN skills in Australia. It would enable more effective tracking of progress against the
Foundation Skills Strategy target.?*? Once established, the national sampling assessment could
be undertaken at regular intervals to build an evidence base to inform future policy decisions.

Additional monitoring of Australia’s progress needs to be accompanied by regular reporting
against the target, at Commonwealth and jurisdictional levels. This data will give a
comprehensive picture of LLN as part of Australia’s skills development needs and enable more
targeted policy responses to be developed.

Currently, VET teachers assess student progress against the ACSF using their professional
judgment to assign a learner an ACSF level. There is no mechanism for quantitative data to

be collected. Despite the fact that the VET sector captures a large amount of data on LLN
student outcomes, the absence of a nationally consistent method to compare the data limits
its applicability. At the RTO level, reporting could be strengthened by creating an item bank of
standardised LLN test questions based on the ACSF that is made available to all VET teachers.

The National Foundation Skills Strategy for Adults will be reviewed biannually. Those reviews
present an opportunity for progress to be assessed in conjunction with the strategy’s
implementation. Australian governments should use it as a vehicle to establish a more

N



formalised and regular reporting system. Without a concentrated effort to increase the volume
of evidence available about LLN, Australian governments limit their ability to respond effectively
and it is likely that low LLN skills will continue to be a systemic issue.

Recommendation 4.1

That the Australian Government fund and develop a national sample survey for

the assessment of literacy and numeracy levels of the adult population based on
Australian Core Skills Framework levels, with a view to introducing a five-yearly
assessment (commencing in 2015) to provide a mechanism to more regularly monitor
and report on progress towards the National Foundation Skills Strategy for Adults
2022 target.

4.2 Raising awareness and commitment to action

It is widely acknowledged that there can be a social stigma associated with LLN skills
development for adults.?®® Australian workforce futures described LLN as a ‘hidden problem’
because many people learn to manage and hide their learning needs in this area.?3*

Increasing the public’s understanding that a significant proportion of Australians could benefit
from improving their LLN skills would help reduce the stigma and empower people to feel
comfortable seeking assistance. It would also provide an opportunity to promote LLN initiatives
(government and non-government) across Australia. The National Foundation Skills Strategy has
an agreed priority area to ‘raise awareness and commitment to action’. However, no funding or
specific initiatives are linked to its implementation.?3®

In 2012, the Tasmanian Government launched 26TEN, a public awareness campaign for

the Tasmanian Adult Literacy Network. The campaign’s strategy brings together business,
community and government to raise awareness about literacy, extends the range of programs
and services available, and includes a television campaign and print advertising.2%¢

AWPA endorses this approach because it is not solely aimed at the individual. Instead it frames
LLN training positively and encourages a wide range of stakeholders to consider LLN skills
development in a variety of contexts.

The development of a multifaceted and engaging national public awareness campaign, similar
to the 26TEN initiative, would provide an opportunity to promote LLN initiatives and programs
occurring in Australia. Increasing the profile of the issue would help start a national conversation
about the importance of LLN skills development for both the individual and society as a whole.

Without an increased and renewed focus on the issue, existing attitudes to LLN development
will remain ingrained. This will perpetuate the current situation and will not result in a good
return on the additional investment and effort dedicated to LLN skills development since
Australian workforce futures. However, the success of the awareness campaign would also be
dependent on having access to information on LLN support, and having ready access to training
and other forms of assistance.

Recommendation 4.2

That the Australian Government fund and develop a national public awareness
campaign to promote the development of LLN skills as a mainstream issue and
showcase the assistance available.
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4.3 Enabling individuals to access LLN assistance and training

The Australian national strategy for VET for 2004 to 2010, Shaping our future, recognised that
LLN has to be ‘here, there and everywhere’ to ensure broad literacy provision ‘so that all adults
can fully participate in the labour force; use literacy skills at work; participate in adult education
and training and, use literacy at home and in the community’.¥’

The different characteristics of those needing LLN training mean that a range of engagement
strategies are required to target those in need. The strategies must be fit for purpose for those
in work, early school leavers, the unemployed and those outside the labour force.

The Foundation Skills Strategy provides an opportunity for all levels of government to rethink
and develop innovative and collaborative strategies to raise Australia’s LLN skill levels.?%® As
LLN engagement strategies tend to be located in sectors (schools, VET, government, adult
education and employment services) they often operate in isolation, which can lead to poor
coordination and even duplication of some services. This makes it difficult to navigate the
information available and risks deterring people from seeking assistance.

A holistic and effective national response to the challenge of LLN skills development should be
underpinned by strong links between the various programs and initiatives. Access to assistance
should be available in a consistent way across the country, regardless of the location or
socioeconomic status of the individual.

Mechanisms to create pathways across the sectors and better coordinate support services are
needed to simplify the process of seeking information. Improved linkages between training and
learning support also reflect the fact that LLN skills are ‘developed over time and demonstrated
on a continuum from basic to advanced skill levels’.2®® This means that many learners will first
engage with LLN training through short and informal courses before progressing to formal
training or an accredited course.

At the national level there is no single gateway for people to access information about LLN
support. The Australian Government’s national referral service for language and literacy is the
Reading Writing Hotline. The hotline was funded under the Adult Literacy National Project in
1994 and was staffed by part-time LLN teachers.?4°

On 1 January 2009, its funding source was rolled into state- and territory-based funding
through the National Agreement for Skills and Workforce Development. Since then, the hotline
has been funded through short-term grants with static annual funding of less than $0.5 million
per year. Due to increasing operating costs, its funding has declined in real terms. The hotline
is now administered by the Australian Government and managed by TAFE NSW. It is staffed by
customer service officers, not LLN teachers.?

A 2012 evaluation concluded that the hotline is effective in providing impartial advice and
information to individuals, provider agencies, employers and teachers. It noted that it is a
‘unigue and critically important service for individuals who lack the skills, confidence and
capability to access information about LLN training from elsewhere’ and that the service has
a high level of brand awareness among the general public. An evaluation study indicates that
demand for the hotline is stronger in regional areas.?#?

The evaluation noted that the current funding model for the hotline does not facilitate
medium-term or long-term improvements and compromises its ability to deliver the service
effectively.?*® The model has limited capacity to provide a comprehensive national referral
service. A single access information gateway for people to find information about LLN support
is required. Reliance on a telephone service alone is unsatisfactory and does not reflect the
critical role the internet plays in linking people with information. The evaluation recommended
an extension of the hotline’s aims and future activity.
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The creation of a national information service underpinned by an interactive website would
better link Australians to the range of LLN assistance available. This would replace the current
hotline. However, due to its broad brand recognition the hotline nomenclature should be
retained. A national service and website would also provide a platform to showcase LLN
education and teaching resources to support adults seeking assistance who do not intend to
enter a formal training program. Further, it would provide more holistic coverage as there would
be scope to specifically target numeracy and other key foundation skills, for example digital
literacy, which is not covered by the hotline.

Recommendation 4.3

That the Australian Government fund and develop a new, comprehensive national
LLN information service underpinned by an interactive website to better link
Australians with the range of LLN assistance available.

Service provision targeted to the unemployed and those not in the labour force

As already noted, there is a strong link between adult LLN levels and employment. Unpublished
ALLS data shows that among Australians aged 25 to 59 years with numeracy skills at level |
and level Il, 38 per cent and 23 per cent were not employed, respectively. This rate drops to
just under 9 per cent for those with LLN skills at level Ill. The data indicates that 60 per cent of
all people not employed (aged 15 to 64 years) had prose literacy below level Ill. This equates

t0 288,000 people.?** Our scenarios indicate that this effect will intensify as Australia moves
towards a more highly skilled economy.

The AMES submission on the Future focus discussion paper emphasised the need to ensure
the shift to higher skills does not leave the low skilled and unskilled behind.

An additional challenge for migrants and refugees, particularly those with low
levels of English and literacy, is the requirement for an ever increasing level of
qualification for even the most basic, entry level jobs; jobs that are in decline but
still needed for those waiting to get a foothold on the employment ladder.

AMES submission to AWPA, 2012

To achieve this, strategies are required to specifically address the needs of people in the
culturally and linguistically diverse cohort who will often require additional English language
support (beyond initial settlement English training) to assist them to actively engage in
employment and training programs.24®

The initial settlement support is provided in the Adult Migrant English Program. It provides
settlement-focused English language training to eligible humanitarian entrants and migrants.
Under the program, those assessed as not having functional English are provided with

510 hours of training using a national curriculum approved by the Australia Vocational Training
Framework. The training is delivered via RTOs. In 2010-11 it provided for 55,000 clients in
250 locations around Australia.?*® The program’s budget is over $220 million for 2012-13.

Through the Language, Literacy and Numeracy Program, the Australian Government provides
LLN training to job seekers to enable them to participate more effectively in further training

or in the labour force.?*” The program targets disadvantaged jobseekers, including those from
culturally and linguistically diverse backgrounds needing language-only training. It also caters for
those requiring continuing LLN training. The training is provided with the expectation that it will
lead to greater gains for the individual and society in the longer term.?4®
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The 2011-12 Language, Literacy and Numeracy Program providers’ annual reports found that
the program was not always able to meet local demands. Further, the reports also found that
the outcomes of JSA were not aligned to the program. This resulted in clients being referred
to other LLN training which met JSA outcomes, but they were withdrawn from the program to
start employment prior to the completion of the training.2*® The program’s budget for 2012-13
is over $100 million.2%0

In general, experience suggests that formal learning is essential, but it must encourage learners
to engage with the content.

ACE providers are often more able to respond to the diversity of local communities’ needs by
providing a non-threatening environment and pedagogies that better cater to high-need learners
such as the longer term unemployed and disadvantaged, yet they account for a relatively small
volume of accredited LLN training delivery. This is because ACE providers offer a variety of
informal learning opportunities and recognise that learning pathways will differ for high-need
cohorts.

While most VET LLN skills delivery is integrated with vocational learning, the sector also
delivers a substantial amount of LLN skills training below Australian Qualifications Framework
(AQF) level 1 through standalone courses. Many state-accredited VET certificates include
pre-AQF level courses that teach acquisitional skills and entry preparation. Generally, these
courses focus on learning to read and write before using these skills to undertake further
learning. Examples of pre-AQF courses include ‘Preliminary spoken and written English’ and
‘Adult literacy and numeracy'.?%'

In Chapter 3 we considered measures that are currently in place to help disadvantaged job
seekers, and recommended substantially increased funding and wraparound services to
support upskilling for those who have lower skills. Low LLN skills can be an important aspect of
disadvantage, and the increased funding we recommend will improve services for unemployed
people with low LLN skills. The public awareness campaign and national information service
we recommend will also help to raise awareness of sources of information and help for those
who are not in the labour force but whose low LLN skills may be among the factors that are
hindering their participation.

Service provision targeted to existing workers

While the challenge of improving our base of LLN skills is often more acute for those not
employed and not in the labour force, in terms of raw numbers there are far more people already
in work assessed as having LLN below level Ill. The ALLS data indicates that 40 per cent of all
employed people (equivalent to 4.2 million) were assessed as having prose literacy below

level 111.252

Our modelling results highlight the imperative to upskill. This means that LLN training targeted
to the needs of those in the workplace is vital.

The Australian Industry Group’s National Workforce Literacy Project found that 75 per cent of
employers reported that their business was affected by low levels of LLN.?%3

The project reported that only 8 per cent of participants said that they had sufficient capacity
to assist the improvement of LLN levels in their workforce. The project also identified a
‘need to involve managers in the process of LLN training, [including] working with human
resources managers to promote LLN training and identify staff requiring help’ and suggested
'LLN awareness workshops for supervisors’.?%*
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The LLN levels of the existing workforce continue to be a challenge for the
transport and logistics industry generally.

Transport and Logistics Industry Skills Council submission to AWPA, 2012

In the workplace, employees are often unwilling to admit any LLN shortcomings to their
employer. This can directly hinder productivity and risks workplace health and safety.?% It may
also limit an individual’s ability to effectively perform their role, or progress to higher duties.
Research demonstrates that there is a strong link between LLN skill levels and income levels.?5¢

In general, previously disengaged learners appear to prefer to learn via VET training packages—
which are designed to be job-specific—because the content seems more relevant to the skills
they need to fully perform their prospective job.

There is overwhelming evidence that learning in context works.
Australian Council of Trade Unions submission to AWPA, 2012

WELL is the Australian Government’s main program for providing LLN training in the workplace.
The program supports employees whose level of LLN skills impacts on their capacity to
perform workplace tasks and/or work-related training. ‘It supports the integration of LLN skills
including information and communication technology with vocational education, tailored to the
specific needs of the employer and employee.'?%”

From 2007 to 2011 WELL supported 1,030 training projects across 740 worksites.?%® The
2012-13 budget for WELL is almost $30 million and will provide for 20,000 workers.?®° The
program is co-funded, with employers expected to make a contribution of 25 per cent in the
first year and 50 per cent in subsequent years to the cost of WELL training.26°

A 2012 evaluation of the program showed that WELL is liked by participating employers. Of
those employers who had participated in WELL, 78 per cent rated it as effective or highly
effective.?8

[The] WELL program is effective but needs improvement and to be expanded.

Australian Industry Group submission to AWPA, 2012

Yet more than 80 per cent of the employers surveyed for the evaluation were unaware of the
program.

WELL has underspent its budget in the last five years by 9 per cent ($6.9 million). However,
both the Northern Territory and Victoria greatly exceeded their budgets.?5?

WELL Brokers are a key distribution channel for WELL and are considered a successful
business development model.?¢® The Department of Industry, Innovation, Science, Research
and Tertiary Education contracts the Industry Skills Council to perform the WELL Broker
function. Currently, there are 10 WELL Brokers. The Australian Industry Group's Building
Employer Commitment to Workplace Literacy Programs is developing and trialling a return on
investment tool in some WELL projects which is likely to raise the program'’s profile.?64

Having a trusted intermediary in the workplace can help address barriers to employment such
as low LLN by keeping training separate from employment outcomes. It also reduces anxiety
that accessing training may adversely affect an employee’s job.?%% In the context of WELL,
the introduction of a trusted intermediary to advocate LLN training would be a mechanism to
further drive demand.

Internationally, the role of an intermediary in LLN training has been formalised through the
creation of ‘learning representatives’ in the United Kingdom, New Zealand, Ireland, Denmark
and Finland.?® In broad terms, a learning representative is someone who acts as a peer to
support people who struggle as learners, and promote and support learning in the workplace.?%’
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In New Zealand and the United Kingdom, the role of the learning representative includes a
focus on increasing LLN awareness and providing opportunities to participate in LLN skills
training. The role has also been recognised in ongoing skills policies of both countries.?® The
biggest impact of the learning representatives in the United Kingdom has been an increase

in the number of people taking up training in basic LLN skills.2%° Similarly, the New Zealand
program is recognised for its success in encouraging disengaged workers to participate in LLN
training.

The initiative [Union Learning Program] was particularly successful in reducing

the stigma employees experience in requesting basic skills training, with the
process kept at arm’s length from company involvement ... the role of union
learning representatives allowed employees to talk in confidence with their work
colleagues and discuss what sort of training they needed ... As a result, a number
of employees voluntarily sat national tests in literacy and numeracy and completed
IT courses. The company reported that productivity increased by 20% and rates of
accidents and sickness were reduced.

Australian Council of Trade Unions submission to AWPA, 2012

In general, the introduction of learning representatives overseas has been considered an
effective strategy to build a culture of learning within enterprises. An evaluation of the New
Zealand program found that there has been a ‘significant progression taking place among
learning with an average of 2.5 learning opportunities being taken up and 76 per cent of
learners completing initial qualifications now learning at a higher level’.?7°

This situation needs to be replicated in the Australian context. The anticipated demand for skills
outlined in our modelling will not be met unless enterprises support their workers to undertake
training. While many acknowledge that training is a key element of workforce development,
this does not always result in training opportunities being actively encouraged or facilitated. By
focusing on training generally, not just LLN skills development, learning representatives can
help create a culture where training is actively promoted within the enterprise.

The Foundation Skills Strategy includes an agreed national action to introduce a similar role into
Australian enterprises. Australian governments will work with industry and unions to explore
opportunities to establish a support network of "Workplace Champions’ who would act as
‘ambassadors and promoters of foundation skills training and would help to connect employers
and employees with information on foundation skills".?”"

In the light of the success of comparable international programs in raising awareness of LLN
issues, and increasing participation in LLN and higher level training, we strongly endorse the
introduction of Workplace Champions and recommend that funding should be provided to
achieve this.

Recommendation 4.4

That the Australian Government fund a Workplace Champions Program to help foster
a culture of lifelong learning and promote training in the workplace.
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4.4 Facilitating the delivery of effective LLN training in the VET sector

Currently, Australia is not resourced to meet the anticipated demand for LLN training. The adult
literacy workforce is experiencing a shortage of qualified practitioners and faces significant
losses in the next five to 10 years due to retirement.?’”?2 The LLN Practitioner Scholarships
Program has been a successful approach to encourage people to undertake studies towards
adult LLN qualifications. The program was established to support around 50 scholarships each
year. Due to strong interest, in 2009-10 an additional 90 scholarships were offered.?”® As at
May 2012, 262 scholarships had been awarded.?’*

An evaluation of the program is planned for 2013-14. However, its success in attracting people
to undertake LLN practitioner qualifications and the ongoing issue of workforce shortages
indicate that there is merit in continuing the program beyond 2014 and increasing the number of
scholarships offered. This would help alleviate some of the workforce planning issues predicted
by the sector.

Recommendation 4.5

That the Australian Government upscale the Language, Literacy and Numeracy
Practitioner Scholarships Program and fund it beyond 2014 to address current and
anticipated skills shortages in the LLN practitioner workforce.

The majority of LLN training is delivered in the VET sector. Within this context, TAFE and other
providers receiving public subsidies teach the greatest number of learners. NCVER statistics
show ‘mixed delivery’ courses in VET account for 10 per cent of all students and LLN is an
important component of this. In addition, there are students enrolled in other areas of study
not directly related to LLN who receive learning support. For example, a trade student may
receive LLN support while they are completing their qualification but not be counted in the LLN
statistics. The large contribution of the VET sector to LLN training means that improvements

to Australia’s LLN levels can be achieved by supporting the VET sector to deliver high-quality
training outcomes.

Integrating LLN into VET courses and training package—based qualifications is fundamental to
ensuring that program delivery is effective.?’® This approach involves simultaneously developing
LLN and vocational competencies by ensuring that LLN are not taught as discrete skills.?’6 Both
LLN skills and employability skills have been embedded in all training packages for some time.
More recently, Commonwealth Government funding has been directed to the Industry Skills
Councils to help them develop strategies to ensure the Foundation Skills Training Package is
taken up by their respective industries. This includes mapping key qualifications in industry
training packages to the ACSF in order to make integrated LLN skills more explicit and visible
within VET.

Integration of LLN skills and knowledge is considered a key feature of high-quality VET courses;
however, in practice there is evidence that this is not occurring consistently across Australia.?”’

High quality VET delivery by its very nature will likely improve LLN skills of
participants.
Adult Learning Australia submission to AWPA, 2012

In Skills for prosperity we identified the need for appropriate support to retain LLN learners in

VET and recommended that better training resources and information be created to support the
VET sector to effectively deliver LLN training.?’®
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Submissions in response to our Future focus discussion paper raised concerns about the

VET workforce’s understanding of LLN assessment and pedagogy. More needs to be done

to ensure that all of the VET workforce has a baseline awareness and understanding of LLN
issues, so they have the ability to identify students experiencing problems with LLN and adjust
their practice, as appropriate. |deally, learners requiring additional LLN support still need to be
assisted by LLN specialists to ensure their needs are adequately addressed.

Evidence suggests that there are low levels of knowledge of effective LLN
assessment practices among the VET training workforce.

Australian Council for Educational Research submission to AWPA, 2012

The Foundation Skills Strategy has as a national priority area ‘building the capacity of the
training workforces to address foundation skills’. Actions listed for this priority area include
agreeing on a standard framework for measuring LLN and providing funding for professional
development courses to grow the skills of specialist LLN practitioners.?’®

A number of Australian Government initiatives support this priority area, including the
development of a new Foundation Skills Training Package by Innovation and Business Skills
Australia (IBSA). The training package will contain qualifications at AQF Certificate | and Il levels
that can be integrated with existing vocationally oriented units to provide industry-relevant
training.

In addition, IBSA is developing a new skill set that will give vocational practitioners the skills
and knowledge to address their learners’ LLN needs in the context of VET. The units will build
the capacity of the workforce by increasing its understanding of the ‘balance between the LLN
demands of the training program and the LLN skills of the learners’. IBSA has also indicated
that the LLN elective in the Certificate IV in Training and Assessment will become mandatory
from 2014 and the LLN elective will become a core unit in the Diploma of VET.28

In the context of ACE, South Australia exemplifies best practice in this area. After the review
of the South Australian ACE program in 2010, and the introduction of reforms associated with
the National Partnership Agreement on Skills Reform, the ACE program was ‘refocused to
make the development of both non-accredited and accredited foundation skills in learners a
priority’.?8" As part of this process, the program has been reformed from purely engagement
activity to delivering VET pathway programs. The reform has been in place for around six
months and has already had a significant impact. More than 100 listed ACE providers are now
meeting quality assurance and accreditation service requirements and over 12,000 enrolments
in both accredited and non-accredited training are forecast to be achieved during 2012-13. In
line with the Foundation Skills Strategy, the South Australian ACE program defines foundation
skills as both LLN and employability skills.

Enabling the VET sector to deliver high-quality training with truly integrated LLN will require a
comprehensive approach, beyond implementation of the IBSA and Foundation Skills Strategy
initiatives. As integrated LLN is an essential element of high-quality VET, the issue should be
addressed at a broad level and in the context of continued professional development for the
VET workforce.

In Chapter 6 we outline a proposal for a new national program and overseeing body to
support teaching, learning and assessment in VET. To support the VET workforce (both VET
practitioners and LLN practitioners), professional development in LLN pedagogy should be
considered a priority area. As part of its work plan, the national body could disseminate best
practice and foster a community of practice. This would be particularly beneficial for smaller
providers that may not have access to LLN expertise and resources.
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There are already good, innovative examples of LLN pedagogy occurring in the VET sector. It
is widely accepted that there is a strong correlation between low VET course completion rates
and LLN capabilities. As such, many RTOs have recognised that better addressing learners’
LLN skills development needs is a key element to delivering high-quality learning outcomes.

We know that people are generally not strong in assessing their own LLN skill levels.?8? This
has tangible effects. For example, in the context of VET, a learner may enrol in a course for
which they do not have the requisite LLN skills. They may then struggle to complete the
course, or elect not to finish the qualification. At the industry level, better targeted LLN support
is a strategy to increase efficiency in the sector.

A number of organisations are piloting online LLN diagnostic tools to assess learners’ LLN
levels. The Australian Council for Educational Research has developed the Core Skills Profile for
Adults (CSPA). The CSPA is a set of five online assessments matched to the ACSF (reading,
numeracy, writing, abstract reasoning and mechanical reporting) and written to general
Australian contexts. It can be used as a placement or exit assessment, which enables learner
progress to be measured and provides evidence as to whether learner support interventions
have been effective.?8®

The CSPA builds on the Vocational Indicator, which is a standardised test to identify a
candidate’s level of capacity in foundation skills, including literacy and numeracy but not across
the full coverage of the ACSF. Since its release in 2010, approximately 30,000 people have
been assessed using the Vocational Indicator.?®* Similarly, the South Western Institute of TAFE
has introduced the RU Ready? program, which is based on the United Kingdom'’s Basic and Key
Skills Builder but has been adapted to the Australian context by the Metropolitan South Institute
of TAFE in Queensland. It allows VET teachers to identify skills gaps at the outset and offer
targeted learning support.

RU Ready? involves an initial assessment using multiple-choice questions that adapt to the
learner’s education level throughout the test. The LLN tests evaluate the student against the
ACSF. A diagnostic test is then run based on the learner’'s ACSF level. The diagnostic test
identifies specific areas of development need. The software has the ability to suggest which
workbooks the student should study to help improve their knowledge. The booklets are
contextualised to the area of study the student is interested in, for example retail, electrical or
plumbing. The diagnostic test can be re-run after support interventions to determine if there
has been improvement in the learner’s knowledge.

The South Western Sydney Institute of TAFE has completed approximately 1,500 assessments
since it introduced the program in June 2012. Feedback from students has been positive and
VET teachers are also becoming more involved.

A national online assessment tool that enables people to self-assess their LLN skills could be
used in a broad range of contexts. It would provide people with the opportunity to identify
skills development needs, empowering them to seek assistance (formal or informal). While the
tool would inevitably focus on LLN, other key competencies such as digital literacy could also
be addressed. The online assessment could be showcased on the national LLN information
service's website (recommendation 4.3) and has the potential to be linked to other government
programs and services, outside of the VET sector.



The implications of introducing an assessment tool of this type cannot be undervalued. By
linking LLN skills development to a broad range of contexts, the public’'s understanding of the
issue is likely to be enhanced. It will also build people’s capacity to self-assess, empowering
them to take control of their own LLN skills development needs. This would be a large shift in
the way LLN skills development is currently considered and managed in Australia. However,
given that past initiatives and programs have failed to have a significant impact, it is clear that a
new approach that is beyond the programmatic responses currently available is needed to drive
real change.

Recommendation 4.6

That the Australian Government undertake a national pilot of an online foundation
skills assessment following an evaluation of online LLN assessment models such as
the Core Skills Profile for Adults and the RU Ready? program.
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5 Enabling individuals and the
tertiary system to respond flexibly
and creatively to change

We have already argued the importance of Australians having the capacity to embrace the
future of work and to participate effectively in the global economy, particularly in the Asia—
Pacific region. People who are adaptable and have higher levels of skills are more likely to
innovate—identifying, modifying and implementing new ideas and thus contributing to higher
levels of productivity.?®® They will also be better equipped to contribute to Australia’s response
to the challenges of environmental sustainability.

In this chapter we first consider services and policies that support individuals to be adaptive

and manage transitions, through career development advice and training entitlement policies.
We then consider how the tertiary system can position itself to be forward-looking, with the
capacity to respond quickly to meet changing industry and individual needs.

The key messages are:
v the coordination of career information and advice needs to be strengthened and improved

v entitlement schemes must allow for retraining to ensure individuals can respond to
changes in the labour market

v work-integrated learning should be fostered and opportunities for cadetships expanded

v ongoing reforms to training packages need to support individual capacity to adapt to the
changing nature of work

v ways of making VET in Schools more effective need review

v continuing consideration needs to be given to the nature of apprenticeships and
traineeships and ways in which they are supported

v while there are many examples of the integration of VET and higher education, attention is
needed on differences in funding systems, Commonwealth and state responsibilities, the
overlap in provision, various forms of pathways and the effect on disadvantaged students

v the creative and effective use of information and communications technologies (ICT) in
teaching and learning is critical.

5.1 Enabling individual transitions

The increased flexibility and mobility envisaged in the future world of work will influence the
way people consider employment opportunities and manage their careers. For those looking

to enter the workforce for the first time or those seeking to rejoin it after some time out

of employment—for example, women with school-aged children returning to work—»being
adaptable in the face of shifts in the economy and in employment opportunities is crucial.

Good foundations in language, literacy and numeracy and support for science, technology,
engineering and maths (STEM) are crucial underpinnings to support adaptability and movement
within and between industries and occupations. The importance of this issue was discussed
extensively in our discussion paper.
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In this section, we argue that Australian governments need to:

v align and strengthen career development services to encourage greater industry
involvement and ensure high-quality services, including the creation and promotion of a
national brand for career development advice

v review their entitlement systems to ensure any restrictions to publicly subsidised
qualifications do not undermine the capacity of individuals to adapt to the changes in the
labour market.

Career development advice

The need for lifelong career advice services

Already, the notion of ‘a job for life’ is largely a thing of the past. More than half of Australians
stay in their jobs for fewer than five years.?88 Expectations of workers are changing and many,
particularly in younger generations, increasingly identify with careers rather than jobs.

As both the higher education and VET sectors move towards demand-based funding, student
choice is paramount. To make informed choices prospective students need access to accurate
advice about employment options and pathways into different careers. This includes matching
their skills, interests and abilities with areas of opportunity. More effective provision of advice
should also help reduce attrition rates. Only two of Australia’s 39 universities currently have
attrition rates below 10 per cent for first-year domestic students,?®” while VET qualification
completions are estimated to average 28.4 per cent.?®8

Although there are a range of reasons students do not complete, the issue needs to be
addressed to ensure students use their national training entitlement effectively, especially
where jurisdictions have introduced limitations on the number of publicly subsidised
qualifications a student may undertake. This is especially the case if it impacts on
disadvantaged learners.

Quality information and advice is also necessary to mitigate the risks for
disadvantaged learners in the context of the shift to demand driven, or entitlement
based funding systems in VET.

National VET Equity Advisory Council submission to AWPA, 2012

Currently, career development advice services tend to be focused on secondary schools.?8°
However, a recent report found that there were differing levels of satisfaction in secondary
schools among young people, parents, teachers and career practitioners, with a quarter of
research participants identifying unmet career development needs. It also found there was
‘'scope to improve career development in all schools, and particularly in Government schools,
small schools, and schools in regional, rural, remote and low SES areas’.??°

AWPA acknowledges the importance of supporting young Australians to transition to work and
to make sound choices about further study. However, young people are not the only group that
needs career services.

Successful transitions from school to work and between jobs are underpinned by access to
high-quality labour market information. People of all ages and all cohorts need quality career
development advice throughout their lives to make informed choices and proactively manage
their careers. While there are examples of good services, the options for adults are limited and
provision tends to be sector-specific.?®!
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Current transition support systems are inadequate and this is impacting on the
capacity of the economy to have the right skills in the right place at the right time.

Career Industry Council of Australia submission to AWPA, 2012
A lifelong perspective on career development that is underpinned by career self-management

skills is widely accepted in OECD countries as an essential requirement for labour market
flexibility and lifelong learning.2%2

Case study: Limestone Coast Career Development Centre

The Limestone Coast Career Development Centre developed the model which is now being used by other centres in
South Australia. The centre offers services to individuals of all ages from the Limestone Coast region to develop the
skills to confidently take control of their careers. Services include:

v assistance to think about ambitions, interests, qualifications and abilities and to decide on a career path based
on skills, values and interests

v assistance with resumés, applications and cover letters and interview techniques and tips

v assistance in finding information about relevant local services, programs and organisations and local
industries and available opportunities

v assistance in researching the hidden job market.

Around 65 per cent of participants find employment due to the support they obtain to manage their careers. Others
take part in training, apprenticeships or volunteer work.

Source: Limestone Coast Career Development Centre, www.cdc.org.au/about.html, accessed 13 February 2013.

Gaps and duplication

The Australian Government’s main career development advice information portal, the myfuture
website, is accessible to all. However, it has limited age-appropriate information for older
workers, which restricts its effectiveness.?®® There are a number of other websites (SkillsInfo,
Labour Market Information Portal and Job Outlook) that provide age-appropriate information on
career pathways and up-to-date labour market information to assist people who want to change
occupation or industry. These websites do not have the tools to build career self-management
capabilities that are provided on myfuture. As the Australia Government'’s primary career
development service, myfuture should be enhanced to have a broader focus so it supports the
principle of a lifelong approach to career development.

There is also some duplication in the information provided, particularly to young Australians.
The DEEWR website, Job Guide and state and territory websites have a considerable amount
of overlap with the information provided on myfuture. There is a sound case for consolidating
much of the information on the various websites (federal and state and territory), not
necessarily in the form of a standalone website, but in the form of better coordination and
linkages between them.

Members of the public simply cannot work through which service might serve

them best and a cohesive integrated approach is needed.

Career Industry Council of Australia submission to AWPA, 2012
Career development advice also requires strong connections to industry.?%* During AWPA's
consultations, many stakeholders noted the important role industry can play in providing career

development advice underpinned by up-to-date labour market information, and a ‘real life’
perspective.?®® This is particularly important in aligning student interests with industry needs.
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Career services should undertake much closer liaison with industry.
Master Builders Australia submission to AWPA, 2012

There are good examples of industries engaging in career development as a way to showcase
employment opportunities. For example, since 2008, more than 350 ICT organisations have
participated in the National ICT Careers Week. The initiative involves a wide range of activities
and events such as ICT study and study information sessions for career practitioners, visits to
university facilities and schools, and ICT conferences.?%

The Australian Chamber of Commerce and Industry recommended a more structured approach
to the gathering and distribution of information through a central system or ‘clearinghouse
model’ coordinated through industry associations, where information on careers and networks
to industry can be deposited in a timely and convenient way.?®” AWPA agrees with this
suggestion and recommends that the enhancement of myfuture include a clearinghouse
approach to enable a single point of access that links through to real-time industry information.

A clearly identified access point to the information and resources would facilitate
accessibility. This should have a national profile in recognition of the mobility of
labour and that the demand for labour, including for specific skills, varies across
Australia.

Industry Training Australia submission to AWPA, 2012

Case study: Boeing Defence Australia

Boeing Defence Australia plays an active role in providing career development services to high school and university
students. It works in partnership with the Queensland Government through the Aerospace Gateway Schools Project
to create pathways for high school students to enter the aerospace industry.

The project involves selected Queensland secondary schools (government and non-government) engaging with
aerospace industry partners, local aerospace entities, training institutions and universities to create pathways for
students into Queensland’s aerospace industry.

Since its inception the project has expanded from six to 23 Aerospace Gateway schaols all offering the Queensland
Studies Authority subject ‘Aerospace Studies’, and involves eight industry partners.

The project has achieved a number of outcomes, including:
v the establishment of Australia’s only high school with a dedicated aerospace/aviation focus in all subjects

v the development of a new practical, project-based senior Aeroskills Studies workshop subject aimed at
supporting careers in aircraft maintenance engineering

v a highly structured work experience program offered to 30 students each year by the aerospace industry
partners in a range of careers including human resources and administration, systems engineering, aircraft
technical trades, IT, finance, supply management, airport development drafting and planning, and quality
control

v direct entry arrangements to various universities and to Aviation Australia for students of the Aerospace
Gateway schools

v ongoing curriculum support and mentoring by the industry for the Aerospace Gateway schools.

Boeing also works with selected Australian universities to enhance undergraduate curricula, support continuing
education of Boeing employees, recruit candidates for employment and collaborate on research that benefits the
company's long-term business needs.

Source: Boeing Defence Australia, Education, http://www.boeing.com.au/Boeing-In-Australia/Education/,
accessed 18 September 2012.
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Standards, data and evaluation

Ideally, career development advice needs to be independent, professional and of a high quality,
and it should be delivered by qualified and well-informed career practitioners, not linked

to any particular educational institution.?®® Anecdotal evidence suggests that some career
development advice seeks to fulfil other objectives, such as increased enrolments in a particular
course, or is more aligned to the employer’s needs. In Victoria, Local Learning and Employment
Networks have used a strategy to ensure career development advice focuses on the needs

of the individual. The initiative was modelled on successful approaches from several OECD
countries and emphasises ‘cooperation between different providers and agencies rather than
competition and division’.2°® Similar initiatives are not available in all of the other jurisdictions.

Australia does not have mandatory quality frameworks or mandatory service delivery standards.
This has resulted in variability in the quality and breadth of services available across the country.
Some teachers have reported a lack of confidence in providing quality career development
advice to students. They have also reported a lack of awareness about the Australian blueprint
for career development, the government-endorsed framework for designing, implementing and
evaluating career development programs.3%

Often quality of career transition services available for unskilled and low skilled
workers is poor, or non-existent, compared to services for professional workers.
Similarly, career services for older Australians are inadequately marketed and under
resourced, and services for individuals with a disability are often delivered by staff
without any career development qualifications.

Career Industry Council of Australia submission to AWPA, 2012

The lack of agreed standards for career development advice means that there is a lack of
comparable data to evaluate the range of current government services and determine which
deliver the greatest benefits to clients and are cost-effective.®' Enhanced data collection
would also drive quality improvements by providing more evidence to inform future design and
planning of delivery of career advice.3%?

In response to an emerging need to improve access to, and the provision of, career
development advice, DEEWR is developing a national career development strategy. The
strategy aims to facilitate a more strategic approach to career development. AWPA supports
this work, especially those elements which aim to:

v improve the evidence base through the introduction of a national career development
research agenda, conducted in conjunction with key stakeholders and with agreed
priorities

v enhance the myfuture website to make it more user-friendly and relevant to all age cohorts

v create a national leadership body or taskforce for career development with representation
from key stakeholders.303



Coordination and a single brand

We support local responsiveness and a place-based approach linked to the needs of local
industries and enterprises.3% To achieve this, better alignment and strengthening of services is
required.

There is scope to harmonise services under a single brand.

Australian Industry Group submission to AWPA, 2012

Better operational integration will help the coordination of effort across national
departments and authorities as well as federally with States and Territories and
avoid duplication.

Australian Chamber of Commerce and Industry submission to AWPA, 2012

Exemplars of national all-ages career services (New Zealand, Scotland, Wales and England)

all have brand awareness of services that the public understands.3%® The creation of a national
brand for career development advice and its promotion could reduce gaps in access resulting
from a general lack of awareness or confusion about the services people are entitled to. The
focus would be on raising awareness through a recognisable brand, rather than the creation of a
single national service.

Recommendation 5.1

That Australian governments align and strengthen career development advice
services to ensure high-quality services. Strategies should include:

v improving the coordination of career development and advisory services in
Australia to facilitate lifelong career development advice and opportunities for
all Australians

v exploring ways to more actively involve industry in career development advice
to ensure labour market information is current and supports people to match
their skills, interests and abilities with areas of opportunity in the labour market.

v establishing a national brand to unify and better market career development
services.

Ensuring adaptability and meeting industry needs in an entitlement system

AWPA supports student entitlement/demand-led approaches in both VET and higher
education®°® provided quality is assured. However, there is also a need to adequately cater for
industry requirements and to guard against an over- or undersupply of individuals qualified for
particular occupations.

While this section focuses on the introduction of entitlement systems for VET, we also highlight
our support for higher education student demand-led funding and our concern that large
expansion must not come at the expense of quality. AWPA is committed to providing ongoing
research and advice on the implications of the demand-led system in higher education and
especially its impact on achieving quality outcomes for both individuals and industry.3°’
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In Skills for prosperity, we recommended that vocational qualifications up to and including
Certificate Ill and all foundation courses be fully publicly subsidised. We also recommended
that entitlements to public funding should apply irrespective of whether the enrolment is for

a learner’s first or subsequent qualification. We suggested the use of provisions to exclude,
cap or introduce incentives for certain courses of study in alignment with the specialised
occupations on the SpOL developed by AWPA. This was to enable jurisdictions to balance
individual interests with industry need and demand where intervention was deemed necessary.

In practice entitlement is being introduced quite differently across the jurisdictions and with

a measure of complexity. For instance South Australia under its Skills for All policy does not
apply the concept of ‘firstness’ (i.e. entitlement to public subsidy for only the first qualification)
though it limits qualifications at lower levels for students not registered with Centrelink.

All students are entitled to an unlimited number of priority courses irrespective of previous
qualifications and those seeking work or on Centrelink payments who have a Certificate | or |l
can access unlimited courses at any level.

Victoria applies the 'firstness’ principle for those 20 years and over, though students of any age
whose highest qualification is the Victorian Certificate of Education or the Victorian Certificate
of Applied Learning can access subsidised training at Certificate Il level and above. Anyone
can access subsidised training in a trade apprenticeship at any level regardless of previous
qualifications and subsidised training is available for foundation courses at any level regardless
of previous qualifications.

AWPA acknowledges that these approaches and those of other jurisdictions already in place

or proposed aim to balance individual and industry need and to manage government budgets.
However, industry demand is not static, and we caution against the application of a ‘firstness’
approach that may prevent people from retraining in crucial areas. As discussed in Chapter 1,
opportunities for particular skills may dry up due to structural adjustments in the economy, or a
person in casual employment may need to develop different skills to take up a new and more
secure career. In addition, for casual and contract workers, and individuals on low incomes who
may be in jobs with little opportunity for progression or improved pay, it may be difficult or even
impossible to afford a qualification for a new industry or occupation. Restrictions to the funding
of individual learners may stifle the adaptive capacity needed for the future world of work.

To this end, we propose that jurisdictions review their approaches to entitlement to ensure
people are supported to undertake a further qualification in areas in need of skilled workers or
to develop foundation skills, regardless of whether they have already ‘used’ their entitlement.

For example, an individual who already has a Certificate Ill in Fitness should be supported in
undertaking a Certificate Il in Aged Care, as the latter is identified as a specialised occupation
in demand.

While this will mean additional costs for governments, given the link between qualifications and
employment participation, AWPA expects the costs to be offset by the returns to governments
of increasing participation in work and the benefits of meeting industry need.

Recommendation 5.2

That Australian governments review their entitlement systems to ensure any
restrictions to publicly subsidised qualifications do not undermine the capacity of
individuals to adapt to the changes in the labour market.



5.2 Aresponsive tertiary system

In the previous section we argued that individuals need to have the skills and adaptive capacity
to embrace the opportunities offered by changing forms and nature of work and life transitions.
The other side of the coin is a tertiary system that is forward-looking, with the capability to
respond quickly to meet changing industry and individual needs.

[n this section we consider:

v how the higher education sector and the VET sector deliver adaptive skills so that students
transition smoothly into workplaces

v the integration between VET and higher education and creation of pathways for learners

v the influence of technology on the delivery of education and training.

Delivering adaptive skills in the higher education sector

Ensuring Australia’s workforce has the flexibility and adaptability required is an important
challenge in the years to 2025. In our discussion paper, we emphasised the need for ‘graduate-
ready employers’ and ‘employer-ready graduates’. This was a strong theme in our consultations.

More discussion is needed of how to meet ongoing industry requests for ‘a greater
emphasis in education and vocational training on core skills for work including
management and interpersonal skills'.

Business Council of Australia submission to AWPA, 2012

For some time now, MSA has been receiving feedback from its stakeholders

that novice workers are 'not job ready’. At the same time, the opportunities for
students transitioning from study to work to participate in meaningful and relevant
work experience have decreased. School-sponsored work experience is often not
related to the student’s occupational aspirations or skill set, or does not provide the
student with a realistic introduction to the world of work or to a trade area.

Manufacturing Skills Australia submission to AWPA, 2012

More young people than ever before are entering the workforce with a qualification. Yet there
are signs Australia has lost many of the bridges to work that once enabled graduates to gain a
foothold in the job market and gain relevant, practical experience. The result is not so much a

skills shortage as an experience shortage, with employers hesitant to take on graduates who

are not work ready. It is important that opportunities for industry engagement are maximised

through improved partnerships between VET, higher education and industry.

Increasingly higher education institutions are recognising the need to ensure graduates

are adequately prepared for the workforce. Institutions are offering a more extensive and
innovative range of courses and updating their curriculum models to better meet the needs of
employers and to challenge and inspire students. The Melbourne Model, for example, was a
major curriculum reform which represented a total rethinking of the University of Melbourne’s
curriculum. The model is based on a general undergraduate degree, followed by a professional
or research masters degree and the option of a PhD program. While working within the
Australian context, it mirrored international models which aim to keep career options for
undergraduates more open and enable greater consideration for further study.

With the introduction of student demand-led funding, the Australian Government highlighted
the need for tertiary institutions to expand course offerings, better respond to the needs of
students and employers and improve pathways from VET to higher education.3%€ Increasingly
universities are offering innovative and specialist degrees and courses delivered in conjunction
with VET to link directly to the needs of industry.

106 '



Victoria University, for example, has announced two new types of degrees to start in 2014—a
small number of ‘Career Start’ bachelor degrees and a larger number of specialist professional
bachelor degrees aimed at supporting more specific career pathways.?% The ‘Career Start’
bachelor degrees are intended to increase participation in higher education and will be designed
for students who may have previously aimed to enrol in VET and are less well prepared for
conventional higher education. Additional learning support will be provided to support these
students to become successful learners.

The Canberra Institute of Technology and the Australian National University (ANU) jointly

offer the Engineering (ANU Associate Degree), which is a two-year program designed to give
students a strong practical and theoretical base and pathway to the Bachelor of Engineering at
the ANU .30

Work-integrated learning

In workplace surveys, employers routinely rank work experience as among the most

important attributes they need in staff.3" Workplaces need employees with job skills such as
communication, teamwork and problem-solving; 'they need new employees to be ready to
learn and to be ready to work'.2'? Increasingly, however, there is a growing concern that a lack
of interaction between employers and educational institutions may result in workplaces that are
not ‘graduate ready’.

This challenge [improving communication and coordination] emerges from

data that indicate that improved communication and coordination are essential

in enhancing a cooperative relationship between universities and employers

and across disciplines and faculties. Stakeholders identified the need for closer
collaboration between universities and employers in order to provide work-related
learning experiences for students ... There were comments indicating that, for
universities, a closer relationship with employers would mean a curriculum that
better reflects work practices ... Some employers described communicating with
universities as a complex task, with difficulties in locating appropriate faculty
staff.313

Participation in work-integrated learning, whether as part of a formal curriculum or through
co-curricular means, has been shown to support the career development needs of the
individual.®'* Gaining experience of a real-world working environment enables students and
graduates to develop an awareness of workplace cultures and expectations, gain practical skills,
build networks and develop ‘soft skills’ in communication, teamwork and leadership.3'®

The benefits for employers are equally apparent. Workplaces get an injection of new talent and
new ideas and employers develop links with education institutions and other providers. This
gives industry the opportunity to contribute to curricula and pedagogy. Firms may also benefit
by establishing networks of experienced potential recruits, from student feedback on workplace
practices, and through opportunities for existing staff to gain supervisory and mentoring
experience.

The VET sector has always had strong links with industry, but this is now increasingly a feature
of higher education as well. Evidence shows that engagement with work-integrated learning is
‘increasingly becoming a feature of higher education courses across all fields of study’.3'®



The Australian Government Office for Learning and Teaching is funding a project to enhance work-integrated
learning outcomes. This project is led by Griffith University in partnership with four other universities across
Queensland, New South Wales and Victoria. The objectives are to identify the key challenges faced by work-
integrated learning leaders in both universities and enterprises and to establish a framework and criteria to assess
effective work-integrated learning leadership practices and the policies that support practice. It is anticipated that
this will provide a foundation for building capability and for increased dialogue between the key players.

Source: Office for Learning and Teaching, Leading WIL: Distributed leadership

approach to enhance work integrated learning outcomes,
http://www.olt.gov.au/project-leading-wil-distributed-leadership-approach-enhance-work-integrated-learning-outcomes-2011,
accessed 3 October 2012.

We regard the focus on work-integrated learning as a positive development. In our view, more
can be done to foster partnerships with industry and formalise accredited work-integrated
learning opportunities in university degrees. This would encourage greater collaboration and
increased industry ownership of skills development.

However, some stakeholders contended that ‘the barriers are often at the industry end of
the equation’, due to a lack of resources within organisations to support internships, work
experience and paid cadetships.3"”

We strongly support the idea of building greater profession/industry engagement
into University courses and the suggestion of incentives in the workplace to
encourage industry to get involved with University students. \We believe that this
would assist in providing some of the experience that is reported to be lacking
when a student graduates.

National Association of Graduate Careers Advisory Services submission to AWPA, 2012

In the next section we consider how some of these barriers can be overcome.

Increasing opportunities for work-integrated learning and professional cadetships

A professional cadetship is an arrangement under which an employer agrees to contribute to,
or subsidise the cost of, an employee’s education. Conversely, an internship is understood as
a program of (typically unpaid) on-the-job training that gives students real-world experience
and the relevant knowledge and skills they need to enter a particular field. Internships can also
be known as ‘work experience’ or ‘industry placements’, but are generally used by students to
help determine if they have an interest in a particular occupation, to gain credit towards their
studies, or to create networks of potential contacts after graduation.®'® Internships for medical
students are examples of such work placements.

The decline in industry supported traineeships/cadetships for tertiary students is
also impacting on the job-readiness of graduates.

Manufacturing Skills Australia submission to AWPA, 2012

As a 2013 Fair Work Ombudsman report indicates, unpaid internships can be an uncertain
area in terms of employment law and rights.®'® Internships need to be structured and clarified
to ensure they are beneficial to all parties. Formal work-integrated learning conducted under
the auspices of a university/tertiary institution should minimise the potential for exploitation of
unpaid workers participating in these programs.

108 '


http://www.olt.gov.au/project-leading-wil-distributed-leadership-approach-enhance-work-integrated-learning-outcomes-2011

Work-integrated learning provides opportunities for current students to gain job-related

skills while studying for a qualification. However, it may not necessarily bridge the gap for
new graduates seeking to make the transition to work, particularly if they are competing

with applicants with a few years of work experience or where employers are seeking

staff with highly specialised skills. With more Australians undertaking qualifications and
structural adjustment leading to a decline in entry-level jobs, there are fewer opportunities for
advancement through internal career paths.2°

For unemployed people aged 15 to 24 years, a key difficulty in finding work is ‘insufficient
work experience’ (10 per cent),®?' and since the global financial crisis university graduates have
found it more difficult to secure full-time work.3?2 The 2011 Graduate Careers Australia survey
indicates that 76.3 per cent of new graduates found full-time employment within four months
of finishing their degree, with 14.9 per cent working part-time and on a casual basis and

8.7 per cent not working and seeking full-time employment. This compares with a high of

85.1 per cent of new graduates employed full-time in 2008, with only 5.2 per cent not
working.3%®

Opportunities exist for novice workers in some industries and occupations, but this is not true
across the board. If Australia is to bridge the ‘experience gap’, opportunities for novice workers
and new entrants need to be made more widely available across all industries.

The Canadian Co-operative Education Program, which was initiated 20 years ago by the University of Waterloo, is
now widespread throughout Canadian universities and is well accepted by employers. Across Canada approximately
73,000 students participating in the scheme undertake a work placement for between 10 weeks and four months
with an employer. More than 4,000 employers participate in the program. Students are paid at wages equivalent to
the rate paid to a graduate. The work placement is relevant to the course of study the student is undertaking.

At least four provinces in Canada provide tax credits or wage subsidies to employers to take students on placement
under the program. For example, the Ontario government gives employers a $3,000 tax credit for each student
placed. Students and industry both gain from the scheme. Students gain income and relevant experience across

a range of workplaces to improve their job readiness and industry receives skilled workers with fresh ideas to
undertake work or special projects.

Education programs offering industry placements are also operating in universities in the United States. Data from
the US National Commission for Cooperative Education indicates that more than 60 per cent of co-op students who
undertake 18 months of placement during the course of their studies are offered permanent jobs from their co-op
employers. Around 95 per cent of co-op students in the United States find jobs immediately upon graduation.

Sources: University of Waterloo, http://uwaterloo.ca/co-operative-education/about-co-operative-education,
accessed 30 December 2012; National Commission for Cooperative Education, http://www.ceiainc.org.

Stakeholders have pointed out that there are ‘inevitable funding implications’ for employers,
given that work placement programs can be both ‘expensive and time consuming to run’.3%
While costs associated with such programs can be discipline-specific even in unpaid
internships and work-integrated learning programs, ‘a potential risk for the future, was the
professional disciplines or industry partners who are now seeking financial recompense for
supervising students’. A report by the Work-Integrated Learning Community of Practice in
Queensland found that fees and subsidies currently apply to Queensland Health Department
placements, and teaching and engineering disciplines.3?
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Research conducted for the Australian Learning and Teaching Council found that:

Employers reported frustration at the lack of understanding on the part of the
university in relation to time costs involved in providing placements for students,
and the basic understanding that employers are always time poor. Other
employers consulted indicated that possibly even more than the financial cost and
the impact on the bottom line, the time element is the major inhibitor to increased
involvement in work integrated learning placement programs.32°

Without effort to mitigate some of these costs and obstacles, there is less incentive for
employers to take an active role in this area. Given the cost barriers, governments, industry and
providers may need to investigate models and funding options to encourage employers to offer
work-integrated learning and programs, particularly in the case of SMEs.

Submissions from stakeholders on the discussion paper showed a broad base of support for a
scheme to improve work transitions for graduates. Recommendations included that ‘appropriate
competency standards are adopted as part of a structured national internship program [and]
that the Commonwealth supports the broader application of appropriate models of industry
engaged learning’.3?’

AWPA therefore proposes that governments, industry bodies and VET and higher education
providers work together to develop a model for a professional cadetships program and
strategies for increasing opportunities for work-integrated learning. The starting point for this
work should be the insights that have emerged from current and previous research.

The program to be developed could include government incentives for professional cadetships
in both higher education occupations (focusing on specialised occupations) and specified higher
level VET qualifications. Government incentives could also help offset the costs of training if
workers move on before the enterprise has recouped its investment.

Incentives could be paid at the point of hiring but also (in equal measure) at particular
milestones of the employee’s development. This would ensure that training is delivered and
facilitated effectively, and that workers are retained for a sufficiently long period to gain work
experience and make them competitive in the job market.

Recommendation 5.3

That the Australian Government work with VET and higher education stakeholders
and peak industry bodies to support transitions from higher level VET and higher
education to employment by expanding work-integrated learning and by establishing
a co-funded professional cadetships program for identified specialised higher
education occupations and higher level VET qualifications.

Delivering adaptive skills in the VET sector

In this section we consider a number of aspects of the VET sector and how they can be
enhanced to assist individuals in developing the adaptive skills they will need for the future.

In particular we consider:

v the evolution of training packages and current thinking about broader capabilities as well as
vocational skills

v the need to clarify the purpose of and policy environment for VET in Schools (VETIS)

v the need to pursue long-identified reforms for apprenticeships and traineeships.
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Training package reforms

In our discussion paper we acknowledged the evolution of training packages over time as
reforms have been implemented to increase their flexibility and support learners to gain the
adaptive skills and knowledge required for the future world of work.3?8 For instance, flexible
packaging rules have been incorporated in training packages since 2010 and enable a wide
choice of elective units. But we also asked what further reforms should be made to training
packages so they are responsive and future focused.

The Standing Council on Tertiary Education, Skills and Employment recently endorsed new
standards for training packages developed by the National Skills Standards Council (NSSC). The
new standards, which apply to the design and development of training packages by Industry
Skills Councils, continue the reforms initiated in 2009 with the VET products for the 21st century
report. The development of the standards was driven by demands from users of training
packages that they be made simpler, clearer, easier to access and use, and more flexible to
meet the needs of industry and individuals.®?® The NSSC's bulletin about the new standards
indicates that:

the purpose of the Standards ... is to ensure that Training Packages are of high
quality and meet the workforce development needs of industry, enterprises and
individuals.®3°

The standards and the accompanying templates for the structure of training package
components state that it is mandatory to include language, literacy, numeracy and employment
skills that are essential to performance. In addition, there is now a specific link between the
foundation skills outlined (as well as all other elements of each unit of competency) and the
specification of assessment requirements for those skills, including performance evidence,
knowledge evidence and assessment conditions.®®" Previously, users of training packages
expressed concerns that foundation skills were integrated into training packages to the point of
invisibility.®®2 Under the current structure it appears that the foundation and employment skills
and the evidence that must be demonstrated by a competent learner are much clearer.

These reforms are important because they respond to client feedback and they aim to address
the demand for more generic capabilities. As discussed below, the reforms are also relevant to
the issues raised by entrepreneurial learning thinkers in the United Kingdom.

Training packages—capability and competence

Some commentators argue that further reform is needed to competency-based training and
that vocational qualifications are narrowing to prepare graduates for specific roles and jobs
rather than occupations or careers.3® A discussion paper prepared as part of a three-year
research program funded by the NCVER, argues that it might be more useful to structure
education and labour market pathways on different points of reference called ‘vocational
streams’ (linked occupations operating in broad fields of practice with each occupation leading
to a number of jobs).

Individuals would need capabilities that allow them to move vertically and horizontally in
vocational streams rather than knowledge and skills for a specific job. In this approach,
capabilities are differentiated from employability or generic skills because the knowledge and
skills required for people to develop as autonomous, innovative and creative workers are not
general. They differ across the vocational streams, although there may be some commonalities.
The authors suggest that vocational streams would be constructed jointly by educational
institutions, occupational bodies and Industry Skills Councils.
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The NCVER discussion paper indicates the research will continue to explore and test the
concepts flagged in the initial stages.** We anticipate that this will inform the debate about
how the VET system positions itself for the future.

In the meantime, the new training package standards and streamlined design will be rolled
out. We believe that this provides an opportunity for the NSSC and Industry Skills Councils
to further consider how adaptive skills can be supported through training package design and
development.

We also acknowledge that reform of training packages is not the only factor in supporting
innovation and responsiveness, as delivery is determined by RTOs based on factors such as
market demand and the RTQO's capacity, flexibility and expertise.

Recommendation 5.4

That the National Skills Standards Council and Industry Skills Councils further
develop the reforms in VET products for the 21st century to investigate how training
packages can most effectively build individuals’ adaptive capacity for the changing
context and nature of work.

Learning for uncertain futures: Is a new paradigm required?

Some international thinkers, such as the Gazelle Group,3® are posing more radical questions
than those explored in the training package reform process and in current Australian research.
They are asking if the real drivers of success in work have moved beyond technical skills

and suggesting that this would require a complete transformation of the post—-compulsory
education system to make it fit for purpose in tomorrow’s world.3*® They predict that the
effectiveness of individuals and workgroups will rely on ‘entrepreneurial learning’ that equips
people with personal qualities of enterprise, networking and creativity coupled with up-to-date
technical competence going beyond skills-based qualifications.

In the knowledge economy, value is derived from exchanges of human intelligence and
creativity rather than from physical activities and resources, but the Gazelle Group contends
this is not recognised or fostered in an education system that is firmly rooted in a segmented
industrial model of learning designed for work using technical knowledge in a defined job. Deep
technical knowledge and applied competence will remain necessary but will not be sufficient to
assure working contexts.

These thinkers argue that what will be required in the future is:

A combination of deep technical expertise in a chosen field, together with the
wider capabilities of creativity, team-working, enterprise and other personal
qualities, [which] is captured by the idea of T-shaped people: '... the future of
business demands a new breed of knowledge worker: the T-shaped person who
combines broad understanding of business processes (the top, horizontal part
of the T) with deep practical execution in a specific functional area (the bottom,
vertical part of the T)".3%

So assuming revised training packages can specify the deep technical expertise learners need
to acquire, how do we ensure that workers in the future also acquire personal qualities and
capabilities such as creativity, enterprise and team working? The Gazelle Group suggests that
this depends on structuring the learning experience so that it emphasises problem-based,
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team-based and work-based learning. To achieve this requires sophisticated learning design
and delivery management skills. An approach such as this would require more than what is
specified in the minimum teaching qualification for the Australian VET sector (the Certificate IV
in Training and Education) and more than just the redesign of training packages.

We propose that consideration of how teaching and learning is equipping learners for the

future be included in the role of a new national body tasked with driving excellence in teaching
and learning. VET currently has national organisations that regulate it (ASQA, the Australian
Skills Quality Authority), that set standards for it (NSSC), and that collect data and conduct
research about it (NCVER). But there is no national body concerned with quality improvement,
innovation and professional development in teaching, delivery and assessment. The United
Kingdom has the Learning and Skills Improvement Service that runs the Excellence Gateway,
which is a tool for disseminating best practice in VET teaching and learning. It is also setting up
a national guild for further education professional development and the regulator—the Office for
Standards in Education, Children’s Services and Skills—also has a role in quality improvement.

In Chapter 6 we argue that a national body should be established for VET, similar to the Office
for Learning and Teaching that exists for Australian higher education. This body would support
innovation and professional development in teaching and learning strategies in the VET sector
with an emphasis on developing adaptive capacities for learners and positioning the capabilities
of the sector to deliver what is needed for the future world of work. This would complement
the work being done to enhance training packages.

VET in Schools

An important role, but there are questions

VETIS programs can play an important role in helping young people make the leap from learning
to earning, and as such they are an important element of the VET system'’s development of
individuals' adaptive capacity.

In Skills for prosperity, we noted the multiple purposes of VETIS programs and their role in
broadening pathways and increasing retention. This occurs firstly by engaging an increasingly
diverse student cohort, and secondly, by keeping senior secondary students in education
who may otherwise have left school or had poor results in non-vocational subjects. Youth
unemployment is an international concern and as noted in Chapter 3, young people not in
employment, education or training represent a significant group requiring attention. VETIS
programs play a valuable role in providing pathway opportunities for young people, with the
potential to gain valued credentials and pathways to further learning and the world of work.

However, outcomes from VETIS can be variable when these programs are not followed up by
further study (in the form of higher level qualifications and/or apprenticeships) or by working
part-time to build job skills and explore possible career directions. The vast majority of VETIS
enrolments are in entry-level VET (Certificates | and Il),3% which increasingly need to be
followed by further education and training to achieve good employment outcomes. The value
of VETIS may also be compromised by the limited range of VET qualifications available, with a
high proportion of VETIS programs concentrated in particular industries. In 2010, the majority
of VETIS students were in tourism and hospitality, business, and ICT courses, with most of the
school-based apprenticeships in retail services.®*® The Queensland Skills and Training Taskforce
found that the increasing investment in VETIS qualifications is not aligned to labour market
needs.34°
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When students terminate their study at the Certificate | or Il level or undertake programs with
low levels of workplace learning, VETIS is less effective in enabling youth transitions.®*' This
may be exacerbated to the extent that secondary school students are receiving more advice
and information on university pathways than on vocational or occupational pathways.34?

More broadly, there is also the issue of consistency in implementation and delivery of VETIS
programs within and across jurisdictions. In some instances VETIS programs are delivered as
vocational subjects, in others as vocational qualifications, in some cases up to diploma level.
In particular, stakeholders have pointed to the variability that exists in the amount of work
placement and industry-specific learning in VETIS programs. Some include structured
on-the-job training, while others are confined to simulated environments in school settings.
This variability undermines industry confidence that the vocational qualifications obtained at
school equip students for the workforce, due to insufficient workplace experience.

The VET in Schools program provides an option for some students but is too
often focussed on knowledge components without any significant ‘experience’ to
complete the competency achievement required ... VET in Schools needs to be
seen as providing pathways to jobs.

SkillsDMC submission to AWPA, 2012

These concerns were borne out during our consultation process, in which stakeholders raised
qguestions about the extent of workplace learning included in VETIS programs, as well as
variability in quality, standards, delivery and the qualifications and experience of VETIS teachers
where courses are school-delivered and assessed.

Until we link VET in schools to large amounts of industry placement, VET in
schools will not translate to better employment outcomes.

Anonymous submission to AWPA, 2012

A further question is the effectiveness of links between VETIS and tertiary entrance rankings
and pathways to higher level qualifications and employment. While the integration of vocational
units within senior certificate subjects has ‘progressed to the extent that many VET subjects
are assessed with grades (in addition to competency assessment) and count towards university
entrance scores’,** this is not true of all, or even most, VETIS programs. This inconsistency
may pose hurdles for young people transitioning from school to further education and/or work.
Conversely, one study underway questions the impact that the adaptation of VET by the senior
certificate structure may have on industry validity and connection to occupations.344

Consultation on our discussion paper also showed broad agreement with the statement that ‘a
more widespread review of VET in Schools ... is worthy of examination’.?*® The 2011 review of
apprenticeships recommended that government ‘formally regulate the quality of VET in Schools
within the VET system to enhance consistency and quality of training across all jurisdictions

and to recognise the potential of VET in Schools as a pathway into an apprenticeship or
traineeship’.346



Policy clarity is required

In our view the threshold question to be asked about VETIS is: What does Australia want out
of VET in Schools programs? This question is less a matter of regulation than one of policy,

as different states and territories have implemented VETIS in different ways, and to different
degrees. There are also different views and perceptions on the fundamental role of VETIS,
and whether there is value in continuing to deliver programs in schools which do not require
industry placements and on-the-job training, or which are not linked to occupational pathways.

There is a need to re-evaluate VET in Schools to ensure that it leads to a
substantial destination and does not deliver students into low-skilled, casualised
and unsustainable employment. A consistent pathways approach is needed

to bolster the capacity of vocational programs in schools to provide effective
transition for young people.3¥’

VETIS is being examined cross-jurisdictionally as part of a three-year program of research
funded by the NCVER. The authors contend that what is emerging from a comparative
examination of VETIS is that program variables, such as work-based training and exposure

to industry, the involvement of industry in delivery and design, qualification levels offered

and undertaken and the depth and intensity of the program, have significant impacts on the
relationship between VETIS and occupational outcomes. However, they conclude that generally
VETIS should not be viewed as a direct employment pathway as most qualifications are offered
at the entry or foundational level (Certificate | and II).

The next stage of the research will identify models of delivery effectively used to provide
VETIS programs at Certificate Ill level and above and models providing clear pathways to
occupations and/or further study. The study will take place in four jurisdictions: New South
Wales, Queensland, Victoria and South Australia and will explore policy similarities and
differences as they facilitate or constrain high-quality VETIS provision. The case study research
will be informed by a number of ‘quality indicators’ including the status of vocational programs
in senior secondary certificate and tertiary entrance rankings, links with the labour market

and occupations, alignment with further education and higher level VET, and delivery context
such as funding arrangements, quality of VETIS staff, school culture, access issues and career
guidance.3*®

The Queensland Skills and Training Taskforce addressed the issue of purpose in its final report
on VET. It drew on work undertaken for the former National Quality Council by Gillis et al.

as set out in Figure 8. The report recommends that although VETIS plays an important role

in supporting transitions through what it calls ‘exploration’ and ‘education’ categories, the
government’s VET budget should only fund VET programs that are focused on employment
outcomes and aligned to the skills needs of industry.



VET in Schools programs

EXPLORATION

\/

Career guidance is the
primary outcome. Students
use VETIS activities (usually
a number of units, work
experience or short courses)
as a 'taster’ to experience

a particular job or industry
sector and assist students
to make informed career
choices

Some industries use
these VETIS programs for
recruitment purposes
(i.e., sport and recreation)

EDUCATION

Figure 8 Queensland Skills and Training Taskforce’'s recommended framework for

EMPLOYMENT

»
>

Preparation for employment
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employability skills or

lower level qualifications
(certificate | and Il and parts
of certificate Ill) through
classroom or institutionalised
training providing students
with grounding towards
employment requirements

May lead to volunteer roles
or entry level casual jobs,
generally requires maturity
and right attitude (as well
as workplace skills and
experience) to move to full
time employment

\

Work ready employees

are able to commence

short term employment or
pursue a long term career

in their preferred industry.
Workplace competence
requirements are achieved via
contracts of training (school
based apprenticeships or
traineeships) or RTOs utilising
best practice workplace
learning

Results in required level
of technical skills and
knowledge encompassing
all dimensions of
competence and
employability skills to
immediately operate in a
commercial context

EXPLORATION

Employment awareness and
life-skills learning phase,
providing guidance on post-
school and career options,
including employment
“taster” programs to
experience particular
occupational settings and
industries that will assist
students make informed
career pathway choices.

EDUCATION

Preparation for employment
through delivery of employability
skills contained in entry-level
vocational training courses

and programs, particularly
Queensland’s existing work
education and workplace
readiness certificates. Low level
training package qualifications
(certificates | and Il levels)
should be available in the “soft”
industry areas (e.g., information
technology, sport and recreation,
arts or business sectors). Trade
related and service industry
sector qualifications should be
delivered only where appropriate
work experience placements

or strong simulated workplace
environments are available, and
should be underpinned by local
industry demand and identifiable
pathways into further VET or
employment outcomes.

EMPLOYMENT

Delivery of occupational
specific skills and knowledge,
to the technical standard
required in a workplace,
requiring high quality delivery
of underpinning knowledge

in conjunction with
corresponding employment
(through a school-based
apprenticeship or traineeship)
or where a RTO utilises best
practice workplace simulation
techniques and appropriate
workplace experience
arrangements exist.

Source: Gillis, S, Bateman, A and Dyson, C, 2011, VET in Schools: Strengthening delivery and assessment outcomes,
report prepared for the National Quality Council.




AWPA believes there is merit in affirming the benefit of employability skills and exposure to
various industries and occupations for school students, but that VET qualifications should be
employment focused and include adequate workplace learning and assessment.

The national curriculum for National Trade Cadetships,®*° currently under development initially
for Years 9 and 10, may provide a clearer focus and opportunity for school students to be
exposed to the ‘exploration’ and ‘education’ aspects of VETIS. VET qualifications delivered to
school students could then be more clearly distinguished as being about provision of specific
occupational skills.

AWPA supports the call for clarification of the policy and funding framework for VETIS to
ensure it is achieving positive outcomes for young people. Fundamentally, we also support a
review of policy concerning VETIS delivery across jurisdictions, including implementation of the
requirement for effective work placements for all VET qualifications so that ultimately industry
has confidence in the quality of the qualifications delivered.

Once the policy is clear, the appropriate regulation needs to be applied to ensure that VET
qualifications delivered in schools are of high quality and meet industry standards. The national
regulator, ASQA, needs to be appropriately resourced to undertake this important task or
industry confidence in VETIS outcomes will continue to slide.

With the support of industry and jurisdictions, AWPA will, if asked, conduct a review of the
VETIS policy, funding, delivery (including quality) and regulatory frameworks in place across the
country. The work would draw on previous reviews conducted by jurisdictions and require their
collaboration. Topics covered could include:

v clarifying the policy and funding framework for VETIS

v how to address obstacles for young people making the transition from VETIS to work and
further education

v work placements.

Apprenticeships and traineeships

Ensuring the quality, consistency, flexibility and adaptability of apprenticeships and traineeships
is a key challenge for the future. The model is steeped in tradition, which gives it strength but
can make reform difficult. In our discussion paper, we asked whether, given the rapid changes
to technology, to industry needs and to the expectations of employers and apprentices,
Australia will still be using the same apprenticeship model in 2025. And, continuing the theme
of this chapter, how can apprenticeships enable people to develop the adaptive skills needed
as workplaces change, demand for higher level qualifications grows and occupations become
more complex?

The term Australian Apprenticeships used by the Australian Government incorporates

both apprenticeships and traineeships. This is not the case in all states and territories. In

the following discussion we use the terms apprenticeship and traineeship purposefully to
distinguish the variation between the two pathways in terms of qualification level, duration and
career focus. Apprenticeships, often referred to as trade apprenticeships, generally refer to the
traditional or regulated trades such as those leading to careers as electricians or plumbers.

A properly structured learning experience that integrates work and learning in
employment remains the most effective way to produce skilled trade workers.

Australian Manufacturing Workers” Union submission to AWPA, 2012



Traineeships provide structured training and workplace learning in non-trade occupations.

They can play an important role in providing pathways for people experiencing disadvantage,
including early school leavers, Indigenous Australians, people in rural and remote communities,
and people with low levels of academic achievement.®*° They also make a significant
contribution to workforce development in growth industries like Health Services, Community
Services and Aged Care. Australian Apprenticeships, whether trade apprenticeships or
traineeships, are characterised by a contract of employment and involve paid work and
structured training that can be on-the-job, off-the-job or a combination of both.

Confusing and duplicated regulation and administration

Despite strong support for Australian Apprenticeships, the system has been the subject of
many reviews over recent times and stakeholder concerns persist about aspects such as
duplicated and complex funding, administrative and support systems as well as the level of
wastage that occurs through high rates of non-completion.

In 2011, an expert panel on apprenticeship reform looked at reducing costs for industry,
improving completion rates and promoting the benefits of getting formal skills qualifications.
We broadly support the recommendations of the expert panel and advocate a strong focus on
their implementation.

In response to the panel’s recommendations for reform, the Australian Government announced
that it would work with the states and territories to streamline and harmonise laws and
regulations for Australian Apprenticeships to ensure that those who move between jurisdictions
can have their training recognised.®®' The recently agreed National Partnership Agreement on
Skills Reform endorses principles of harmonisation across national boundaries.3*? Action on this
front would certainly address one key problem that was noted as an ongoing concern in the
submissions to our discussion paper.353

On a positive note, the final report of the Queensland Skills and Training Taskforce
recommended significant legislative amendments to remove duplication, streamline processes
and "harmonise Queensland legislation with similar legislation in other jurisdictions to give
effect to a national apprenticeship system’.3%

The Queensland Government'’s response to the final report indicates that it supports the
recommendation and that it will harmonise Queensland apprenticeship and traineeship
provisions with those of other states and territories and finalise any legislative changes
from 2014.3%

It is encouraging to see progress being made in this area given persistent views that the
system is confusing and bureaucratic because of the overlap between levels of government
and inconsistency across jurisdictions. In Skills for prosperity we argued for a harmonised
national system of apprenticeship and traineeship legislation based on a single legislative
instrument, to achieve consistency and clarity for users.3®® However, any efforts to harmonise
legislative provisions across the country will require resolve to address the hard issues that
underpin the complexity. This includes clarifying the rationale for which level of government
funds which aspects of apprenticeships (including incentives and support services), and
resolving jurisdictional differences on the declaration and regulation of apprenticeships. While
the problems are quite clear, the road to achieve resolution is much less clear, as successive
reviews have indicated there are diverse and divergent stakeholder views about the way
forward. Sustained effort will be required to find common ground.
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Reducing wastage—focusing on the market

In the discussion paper, we raised wastage in the Australian Apprenticeship system as

a concern and highlighted the need to address non-completion of apprenticeships and
traineeships. Many stakeholders echoed these concerns during our consultations. Submissions
also pointed to a need to boost commencements, as well as completions, if industry is to have
access to the skills it requires to support a growing and dynamic economy.

There needs to be an urgent assessment undertaken on barriers to
commencement. Although there is some merit in the focus on non-completions
the policy responses relating to advisers and mentoring have been appropriate
and are supported, the focus now needs to shift to commencements and how we
encourage more employers to take on apprentices.

Australian Chamber of Commerce and Industry submission to AWPA, 2012

Many of our most experienced workers are at the point of retirement, and training
data indicates that fewer young people are choosing to undertake or complete a
trade ... There needs to be a revitalised approach to attracting new entrants into
the trades.

Australian Manufacturing Workers” Union submission to AWPA, 2012

Between 2010 and 2011 commencements increased by 1.4 per cent overall. However, trade
commencements were down by 5.9 per cent with non-trade commencements up by

4.5 per cent.?®” A study commissioned by the NSW Board of Vocational Education and Training
focused on the demand side of the market, engaging with apprentices and employers to
identify ways to improve recruitment and increase retention and completion rates. The study
identified the need to take a more tailored approach, providing differentiated services to
support apprentices and employers through to completion and increasing retention rates by
reducing the focus on raw numbers of recruits and shifting attention to improving the quality
of recruitment. We believe there is value in considering the outcomes of this market research
approach, which identified the changing social and economic context for apprenticeships and
segmented the market based on the expectations and values of employers and apprentices.*%®

There are several examples of new approaches being trialled to make apprenticeships more
attractive and more responsive to industry needs.

Western Australia piloted its Responsive Trade Training Initiative in 2011 to test alternative delivery strategies to the
traditional apprenticeship. The goal was to develop a more flexible and resilient apprenticeship and trainee system
that was more responsive to the needs of industry. The pilot is based on an ‘advanced pre-apprenticeship’ delivery
model that involves upfront training in an institutional learning environment before entering into a training contract
arrangement with an employer. The pilot was run in a number of areas including carpentry and joinery, commercial
cookery and electrotechnology/telecommunications.

The Advanced Pre-apprenticeship Training Delivery Pilot Program in Hospitality (Kitchen Operations) includes six
months of institutional training, industry ‘host employer’ work experience and mentoring.
Source: Government of Western Australia Department of Training and Workforce Development, 2011,

Skilling WA—A workforce development plan for Western Australia—Progress report for the period January-June 2011,
http://www.futurenow.org.au/neNewsletterArchiveMessage.php?id=130, accessed 2 January 2013.


http://www.futurenow.org.au/neNewsletterArchiveMessage.php?id=130

E-Oz is currently piloting a progression management system for 1,000 electrical apprentices. It has been
developed with industry partnership and focuses on recognising and rewarding the individual skills and knowledge
of apprentices as they progress through the apprenticeship stages. Training and pay progression will reflect
demonstrated workplace competence. The key features of the pilot are flexibility in off-the-job training delivery,
collection of on-the-job experience and a mentor to help the employer, apprentice and RTO.

Source: http://www.futurenow.org.au/neNewsletterArchiveMessage.php?id=130, accessed 2 January 2013.

The National Apprenticeship Program was developed by a not-for-profit group training organisation to address the
shortage of skilled workers in the minerals and energy sectors. The program'’s Advanced Entry Adult Apprenticeship
scheme is a competency-based, customised alternative to talented people with extensive trade skills and
experience, but not a formal qualification, to complete trade training, potentially within 18 months. Most candidates
are aged 25—45 years.

Source: http://nationalapprenticeships.com.au/index.php?page=about-us, accessed 2 January 2013.

Improving services to employers and to apprentices and trainees

In Skills for prosperity, in addition to national regulation of the apprenticeship system, we
argued for coordination of one-stop shop service delivery, such as pastoral care and advice, to
be provided at the jurisdictional level. We advocated that the outcomes should be focused on
learner and employer engagements, successful work placements and improved completions.3%°

We note that, in line with the recommendation in the final report of the Queensland Skills and
Training Taskforce, the Queensland Government has agreed to pursue negotiations with the
Commonwealth for the transfer of Australian Apprenticeship Services.®° This represents a
positive step towards collaboration between levels of government to rationalise responsibilities
for service delivery in this space. We reiterate our call for jurisdiction-based one-stop shops
providing coordinated services, but advocate the need for the services to be designed within
nationally agreed program parameters to ensure consistency and certainty for employers and
individuals no matter which jurisdiction they are located in. This will mitigate the risk of further
confusion in an area already identified as complex and working less than effectively.

Redefining apprenticeships and traineeships?

International experience also provides insights into a possible approach to refining the current
apprenticeships model. In 2012, the United Kingdom commissioned an independent review
of apprenticeships to address the question of how apprenticeships can meet the needs

of a changing economy. The review concluded that the definition of an apprenticeship has
been stretched too far and there is a risk of losing sight of the core features of what makes
apprenticeships work. It emphasised that the apprenticeship model of training does not
encompass all workplace training. The review argued that apprenticeships require ‘a new job
role, a role that is new to the individual and requires them to learn a substantial amount before
they can do that job effectively'.3®'
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Importantly, it also argued that an apprenticeship or traineeship should not be limited by the
scope of the job. In a dynamic economy people need to apply their skills to new jobs and
sectors, so an apprenticeship or traineeship needs to be broad enough to equip people with
genuinely transferable skills.

It may be appropriate to re-examine how the apprenticeship and traineeship models should be
defined in the Australian context. The concept of a contract of training between an employer
and a worker who is learning skills for a job that is new to them may be blurring in a system
which, in its efforts to maximise pathways into learning and work, includes existing worker
traineeships, programs supporting entry into work, vocational placements and school-based
apprenticeships.

We have canvassed these issues previously.*6? However, in view of the imperative for adaptive
and higher level skills which will drive demand for higher level qualifications as we head
towards 2025, we encourage continued forward-looking and informed debate on this issue.
This debate needs to include all stakeholders and focus on identifying the optimum shape of
an Australian apprenticeship and traineeship model that will be attractive to prospective new
entrants and best serve the needs of the future economy.

VET and higher education—integration in progress

This section considers progress on integration between the VET and higher education sectors
and how this is creating pathways for learners to achieve higher level qualifications. As we
have discussed earlier, demand for higher level skills will increase. The interface between the
VET and higher education sectors needs to facilitate this by supporting and maximising the
opportunities provided to individuals who want to achieve higher level qualifications.

AWPA argues that more needs to be done to:

v put the right funding policies in place

v systematise efforts made to date by individual providers that are working to create
pathways between VET and higher education

v clarify the purpose and outcomes of VET and higher education offerings, where both
sectors are offering the same level of qualifications

v streamline and simplify Commonwealth and state responsibilities for the tertiary sector.

Funding arrangements—helping or hindering pathways?

In Skills for prosperity we recognised the considerable progress made in better integrating the
VET and higher education sectors. This is an important policy objective as it provides pathways
to further learning. To build on these efforts, we recommended that:

v anew income-contingent loan scheme be available to support students studying at
Certificate 1V level and above

v access to Commonwealth-funded higher education places be extended to VET providers
offering specialist degrees with a vocational emphasis, where they meet quality criteria.

We argued that these measures would assist students to choose courses and providers
for their suitability rather than cost or loan accessibility and create a more level playing field
between VET and higher education.



Since Skills for prosperity was published in May 2011, further progress has been made towards
building a more integrated tertiary sector. For example, most jurisdictions now offer, or intend
to offer, income-contingent loans for VET diplomas and advanced diplomas and trialling for
Certificate IV has been agreed through the National Partnership Agreement on Skills Reform.362

TAFE Directors Australia announced in November 2012 that it will launch an Australia-wide
technical and further education scholarships philanthropy foundation in 2013. Its purpose is
'to make every effort to support TAFE students under the proposed COAG-approved national
entitlement to training’.¢4

Unfortunately, less progress has been made in giving VET providers awarding specialist
degrees access to Commonwealth-supported higher education places, as we have previously
advocated, and courses such as Box Hill Institute of TAFE's Bachelor of Applied Business

in Music Industry and Sydney Institute of TAFE’s Bachelor of 3D Art and Animation still do

not have this access. In both cases substantial fees apply—$12,800 per year for the Box Hill
degree (though their website indicates that FEE HELP may apply) and $1,800 per subject for
the Sydney Institute of TAFE example.®%® On the other hand Commonwealth-supported places
for degree programs are available in some RTOs in selected disciplines such as nursing and
early childhood education (Holmesglen Institute of TAFE)3%® and early childhood education
(North Melbourne Institute of TAFE).3¢7

Articulation and pathways

One of the key barriers to better articulation between VET and higher education is credit
transfer and recognition of prior learning.

In 2010 there were 25,400 commencing domestic higher education students
whose previous highest educational participation was a completed VET course.
19,800 of these students (78%) were not offered any credit for their VET study.358

It should be noted that learners use pathways between VET and higher education both ways.
In 2010, 32,800 (7.1 per cent) commencing domestic full-time equivalent students in the VET
sector had a bachelor degree prior to commencing their VET studies.?®® This suggests the
importance of creating flexible pathways that enable learners to move seamlessly back and
forth between VET and higher education, depending on the skills they are seeking.

The difference in language, measures and descriptive terminology used by the VET and higher
education sectors has been identified as a considerable impediment to closer collaboration.
Credit points are used in higher education to manage degrees and student progress. By
contrast, VET uses student contact hours as the base measurement for funding purposes and
uses completion of units to determine student progress. To address this issue many dual-sector
universities adopt a conversion factor between student contact hours and equivalent full-time
student load.3"°

Institutional arrangements for articulation and credit transfer to create pathways between VET
and higher education vary significantly and are highly dependent on collaborative arrangements
between individual institutions:

Southbank Institute of Technology and Griffith University have jointly planned
award structures to provide almost seamless pathways from VET qualifications
into related higher education awards. There are several other institutional
arrangements, such as block credit, specified credit and case-by-case credit
assessment regimes.®”!
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There is a growing trend for university and TAFE providers to offer joint and integrated
programs, but the structure and funding of these varies considerably. For example, Charles
Sturt University and the Northern Sydney Institute of TAFE offer an integrated program
leading to an Advanced Diploma of Hospitality and Bachelor of Hotel Management.®”2 The two
qualifications can be completed in three years by full-time study.

In contrast Swinburne University (a dual-sector university/TAFE) offers a ‘UniLink’ degree
program in engineering. If offers the Diploma of Engineering as a Commonwealth-supported
place for eligible domestic students, and those who successfully complete all units of study in
the Diploma of Engineering (UniLink) are guaranteed second-year entry into one of Swinburne's
engineering degrees.

At a higher level of integration, the Queensland Government recently officially approved the
merger between Central Queensland University and Central Queensland TAFE, setting the
stage for the creation of Queensland’s first dual-sector university and the provision of more
integrated tertiary education in the high-growth Central Queensland region. Links such as these
offer people living in the regions greater opportunity to gain higher education degrees.?”3

As we have already noted, the required expansion in higher level qualifications will require
additional delivery capacity. Tertiary education providers have expanded their enrolments
significantly over the past two decades and the use of new, especially web-based,
technologies offer many possibilities to provide additional capacity. There are also opportunities
to expand access to education and training through partnerships which include sharing of
facilities, equipment and infrastructure. For instance in rural areas, universities like Charles Sturt
and Deakin have used TAFE facilities to help deliver degrees. Partnerships such as these could
be expanded and, together with support for appropriate VET providers to offer more of their
own higher education qualifications, as argued above, would help to cost-effectively support
the required growth.

Case study: University of Ballarat

The University of Ballarat is a regional multi-sector university. It offers secondary schooling, TAFE, higher education
and research opportunities. The university caters for around 25,000 domestic and international students across six
campuses.

In December 2011 the Australian Government awarded the University of Ballarat a $24.8 million grant for its
Victorian Regional Dual-Sector University Partnership project. The university will partner with six Victorian TAFEs
across the regions to teach industry-relevant degrees.

The university will recognise work experience, diplomas and advanced diplomas as pre-requisites for entry into the
final years of degrees to be delivered at TAFE-based higher education centres, creating a new pathway into higher
education.

Through the project five new applied degree programs will be introduced, significantly increasing the choice of
programs available in the regional areas. Teaching will be delivered through both face-to-face and web-based
methodologies with a focus on practical skills that address local workforce needs.

Source: DEEWR, http://ministers.deewr.gov.au/evans/university-ballarat-students-benefit-248-million-gillard-government-grant,
accessed 31 October 2012.

The unique student identifier is being rolled out from 1 January 2014 for all new and continuing
VET students. It is envisioned that the data gathered will assist in credit transfers and
recognition of prior learning. The unique student identifier will eventually also be rolled out to
the higher education sector, which will greatly assist in the development of knowledge of the
extent and effectiveness of pathways.3#
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Other promising methods of increasing the effectiveness of pathways include grading for the
VET programs that are part of pathways to higher education. For example, the University of
Adelaide has an Associate Degree in Electronic Engineering developed in collaboration with
TAFE, which will be delivered by TAFE. Students who perform well will be awarded significant
credit towards the Bachelor of Electronic Engineering.

The implementation arrangements for the new AQF endorsed by the (then) Ministerial Council
of Tertiary Education and Employment require that from 1 January 2015 all enrolments must
be in AQF-compliant qualifications. The AQF incorporates a qualifications pathways policy
which aims to maximise the credit that students can gain for learning already undertaken and
covers all education and training sectors that issue AQF qualifications. All organisations issuing
qualifications will be required to have clear, accessible and transparent policies and processes
to provide qualifications pathways and credit arrangements for students. It is anticipated that
this will drive more systematic credit and articulation arrangements across the sectors. For
example, the new training package standards specifically require training packages in the new
design model to list the credit arrangements existing between training package qualifications
and higher education qualifications. The companion volume to the training package is also
required to include pathways advice, in line with requirements of the AQF pathways policy.

Nevertheless, there is scope for further evaluation of pathways effectiveness and consideration
of other ways in which articulation arrangements can be systematised and funding anomalies
resolved.

NCVER is currently undertaking an analysis of effective pathways from VET to higher education
which is due to be released in December 2013. Its purpose is to provide information on the
effectiveness of VET — higher education pathways based on evidence on the participation,
retention and graduation rates of students admitted to university on the basis of a VET award.
This analysis will redress the current lack of knowledge about long-term educational outcomes
and how providers could increase effective pathways.37®

The Office for Learning and Teaching has also funded a research project anticipated for
completion shortly, examining existing pathways and articulation models that enhance the
participation of under-represented groups in higher education.®7®

The interface and overlap between VET and higher education

In spite of the good examples of integration and pathways between VET and higher education
outlined above, the reality is that the interface between the two sectors remains murky

and confusing for learners due to inconsistent funding policies, individualised arrangements
between institutions, and lack of clarity about the differences between and purpose of higher
level qualifications that are offered in both sectors.

Currently 10 TAFEs in five states offer full-fee associate and bachelor degrees. The majority
of this provision is not publicly funded and is still in its early stages. Due 1o its newness, little
evidence exists about the effects of VET-delivered higher education on student progression to
higher study or its effects on the relationships between universities and industry.3””

In their research on higher education in TAFE, Wheelahan et al. sought the perspectives of
various stakeholders on the provision of higher education in VET. On the question of why VET
should offer higher education qualifications, there was general consensus among respondents
that it was to meet industry’s needs in a more flexible way and to meet the needs of students
who were not well supported at, or did not have access to, universities.3’8
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More needs to be done in the tertiary education space to determine:

v who chooses which higher level qualifications and why, and whether the outcomes meet
their expectations

v whether learners feel that they have sufficient information to make informed choices

v the extent to which funding drives choices, from both the student and institutional
perspective

v whether higher education qualifications awarded by VET providers are indeed achieving
more flexibility as well as pathways and opportunities for disadvantaged learners, given
their high fees®®

v whether VET higher education delivery is expanding opportunities for those in rural and
regional areas of Australia without access to universities.

While a number of research projects have been undertaken or are underway, we believe there is
benefit in a review that creates a whole picture of the interface and overlap of delivery between
VET and higher education. If requested, AWPA could lead a review in 2013 with a focus on:

v the interface between VET and higher education (with a focus on the role of higher level
VET qualifications vis-a-vis higher education qualifications)

v the delivery of higher education qualifications in VET institutions.

Realising the possibilities—the creative and effective use of ICT in teaching and
learning

Ensuring the tertiary system is positioned to harness rapidly evolving technologies which

have the potential to ‘transform the ways in which teachers, students and their families
communicate, collaborate and access educational resources across traditional boundaries’

is critical.®° Our work and workplaces are being transformed continuously by technological
innovation, and access to the internet and smart phone technology is expanding apace. This
provides immense potential for innovation in both institution-based and workplace learning. The
expansion of massive open online courses (MOQOCs) also means we are in a global market for
skill development with the potential to dramatically change teaching, learning and pathways to
employment for many demographic cohorts in both developed and developing countries. The
tertiary sector therefore needs to embed new technologies into learning design and course
delivery and reflect international best practice. ICT also offers huge potential for innovative
pedagogy, with many possibilities for applying customised and creative learning strategies

such as game-based learning, but this means ensuring tertiary sector employees have the
necessary skills and resources to engage with and apply new technologies effectively, and with
confidence. We discuss this latter aspect in Chapter 6.

In the VET sector the National VET e-Learning Strategy is providing leadership in this area.
Several trials are being funded integrating numerous new technologies into training packages
including virtual classrooms, smartphone applications, tablet computing, touchscreen interfacing
and social networking software.

In higher education, the influence of emerging technology is demonstrated by the recent trend
towards Open Education Resources and MOOCs. The Australian Government has made funding
available to assist the tertiary sector to adapt to new technologies through initiatives including
the National VET e-Learning Strategy, Digital Education Revolution and the NBN-enabled
Education and Skills Services Program.
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For example, with support from the NBN-enabled Education and Skills Services Program, the
University of New South Wales is leading a project to develop the BEST (Biomedical Education,
Skills and Training) Network. The network aims to combine the expertise, resources and
educational technologies of several universities and peak industry bodies to build a network

of virtual classrooms delivering biomedical training. Innovative technology trialled in the

project includes online interactive laboratory and clinic simulators, diagnostic case books and a
collective medical image bank.3®

Maintaining the momentum and ongoing learning required to keep up with the march of
technology continues to be a challenge for all in education and training. Tertiary sector leaders
need to embrace e-learning as a forefront issue and support ongoing research, experimentation
and learning in this area.

A recurring theme—Commonwealth and state and territory roles in the VET
sector

Throughout the strategy and in previous reports we have touched on a recurring theme:
the need for rationalisation of responsibilities across the Commonwealth and the states and
territories to achieve optimum use of resources, most effective service delivery and best
outcomes for industry and learners.

The issue was also addressed in a substantive way in the 2008 review of higher education,
which proposed that primary responsibility for regulation and funding of tertiary education
be located at the national level. The review went on to delineate proposed roles for the
Commonwealth and the states and territories in both VET and higher education.38?

Previously we have also proposed differentiation of roles.®®3 In Skills for prosperity, we
recommended that Australian governments agree to clearer delineation and separation of
functional roles, premised on:

v the Australian Government driving coherence of national strategy, policy, regulation and
standards

v state and territory governments delivering services; reducing duplication and maximising
service impact; providing seamless support for learners and enterprises; streamlining for
consistency; and increasing comprehensibility and ease of access.

It is clear from the submissions on our discussion paper that the issue continues to inhibit

the development of an efficient and effective tertiary system, with the most tension evident
within the VET sector and at the interface between VET and higher education. We have
outlined a number of examples in this chapter in relation to career development advice and
services, apprenticeships and traineeships and the overlap in delivery between VET and higher
education.

Earlier in the strategy AWPA committed to leading a cross-agency collaboration between
relevant agencies to streamline and coordinate the full range of existing and upcoming
workforce and skills programs. We will also, if requested, conduct reviews of VET in Schools,
and the interface and overlap of delivery between VET and higher education. These actions
may touch on the issue of respective roles of the Commonwealth and the states and territories.
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6 Strengthening quality in the
tertiary sector

Growth without quality will not achieve the objectives that are seen as vital for Australia’s
future.

We need high-quality delivery of education, in both the VET and higher education sectors, that
has the confidence of Australian employers, individuals and the community as a whole. Quality
was a key theme of Skills for prosperity that now requires further consideration.

Much of the discussion in this chapter focuses on the VET side of the tertiary education sector,
where, in our view, investment does not match what is required to lift quality. We point to a
disparity between higher education and VET in terms of investment in quality and advocate

a review of the funding model for VET, similar to the review which was conducted in higher
education. We also argue the need for investment to implement robust quality assurance in
VET through effective regulation, and to drive quality improvements in the core business of
teaching and learning capability in VET, modelled on the higher education approach.

6.1 Investing in quality

Both higher education and VET are large, diverse and highly complex sectors, which makes the
delivery of consistent, high-quality education, training and assessment a fundamental concern
for government, industry and individual students. Further, as both sectors experience rapid
growth, associated with the introduction of demand-based funding, it is essential that high-
quality delivery be maintained.

While the Australian higher education sector has not entirely avoided public criticism for
incidences of poor provision, the sector has a long history of working to improve quality and
recently the Australian Government has been active in ensuring a focus on quality in the
sector. Since the late 1970s, universities have been required to monitor their own performance
and today they continue to maintain quality through regular formal self-assessment; external
academic, industry and peer course reviews; and evaluation of student feedback.

Since the implementation of many of the recommendations of the Bradley Review, the
Australian Government has placed an increased focus on quality through the Advancing Quality
in Higher Education package. Included in this commitment are building robust quality assurance
through the establishment of a national regulator, the Tertiary Education Quality and Standards
Agency; introducing mission-based compacts between the government and universities;
providing performance-based funding; promoting excellence in learning and teaching; and
increasing transparency by establishing the MyUniversity website and a University Experience
Survey and strengthening the Australian Graduate Survey.3*

A higher education standards panel is currently reviewing the higher education standards

and will develop new standards to underpin quality in higher education. Key themes to be
addressed in the review include the overall structure and scope of the standards; identifying the
elements to be encompassed by research standards; and increasing the emphasis on learning
outcomes.38®



In Skills for prosperity we identified the need for a comprehensive package of reforms in the
VET sector’s quality practices, especially in teaching and assessment. Many of the reforms
agreed by COAG under the new National Partnership Agreement on Skills Reform take
forward recommendations made in Skills for prosperity, or represent steps towards their
implementation. For example, the agreement requires jurisdictions to improve the quality

of teaching and training and to develop and pilot independent validation of training provider
assessments. These reforms, along with the establishment of the ASQA, will assist in raising
the quality standards of VET. However, our research and consultations indicate ongoing and
persistent quality concerns such as qualifications delivered in very short timeframes, and
perceptions of inadequate funding and inadequate support for disadvantaged learners. In
addition, there continues to be a gap in the promotion of excellence in teaching and assessment
capability.

What is necessary and sufficient funding to deliver quality education and
training?

There is a downward trend in funding per student contact hour in VET that we believe needs
further investigation in relation to quality. Between 2006 and 2010, government real recurrent
expenditure on VET increased by 10 per cent,*8® but expenditure per student annual hour
decreased by 14 per cent during the same period.3®’

In Chapter 7 we note that total payments from the Commonwealth to the states and territories
for skills and workforce development have decreased significantly with the conclusion of the
National Partnership Agreement on Productivity Places Program. \We also note that it appears
all jurisdictions with the exception of South Australia and the Northern Territory have reduced
VET budgets for 2012-13.

The danger in coming years, if the Commonwealth, states and territories continue to tighten
their budgets, is that there may be ongoing use of the somewhat blunt instrument of reducing
funding per student contact hour to meet growth targets rather than more positive and creative
approaches to achieving sustainability and growth. For while increased efficiency is to be
applauded and encouraged, the extent of the reduction in expenditure per student annual hour
on VET raises questions about the ongoing quality of VET teaching and delivery, especially
when compared to the per student hour rate trends in the school and higher education sectors
(see Table 7).
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Table7 Commonwealth and state government recurrent expenditure, funding per
full-time equivalent student (schools and higher education) and per annual
hour (VET) indexed to 1999 (1999=100)

Primary Secondary Vocational
government government education and

schools? schools? training® Higher education®
1999 100 100 100 100
2000 108 103 94 99
2001 113 105 89 92
2002 113 108 92 89
2003 117 113 94 89
2004 124 17 94 93
2005 124 118 91 101
2006 127 116 89 102
2007 128 116 86 102
2008 129 115 82 103
2009 128 115 80 99
2010 130 122 75 108
2011 131 120 75 103

In this table, indexed figures are based on schools, higher education and VET data which has been estimated using the ABS Chain
Price Deflator for GDP at 2010-11 prices. More weight can be given to differences in the growth rates than to comparisons at a point
in time.

(a) Source: Schools Average Government School Recurrent Costs data. Note that in DEEWR publications for schools
the final data for a given year is the financial year data for the previous year. Includes state and territory expenses.

(b) Source: VET Government Recurrent Expenditure per annual hour sourced from Productivity Commission, Report
on government services, Table 5A.19. Includes state, territory and Commonwealth government expenditure.

(c) Source: Based on published and unpublished higher education data from the Department of Industry, Innovation,
Science, Research and Tertiary Education. Operating Grant and Commonwealth Grant Scheme funding only.
Excludes student contributions, HELP expenses, research funding, other Commonwealth higher education funding
and state and territory government funding. From 2008 to 2011 universities were funded for target places plus
over-enrolment above the target funding of up to 5 per cent in 2008-2009 and 10 per cent in 2010-2011. A number
of universities enrolled above the over-enrolment limit, particularly in 2009, 2010 and 2011, and received only the
student contribution for those places. For 2008 and 2009, funding for over-enrolments was paid in the following year.
From 2010, over-enrolments were paid in the actual year. CGS funding for 2010 includes funding for 2009 and 2010
over-enrolments.

We note there has been significant recent publicity about cuts to the public VET provider, TAFE,
in several jurisdictions. At the same time we note that shifting to a demand-based funding
system has not always been easy for TAFE, whose systems infrastructure and organisational
arrangements were established for a more certain world. But TAFE institutes remain the
bedrock of the national VET system, offering vital programs in industry areas and geographical
locations that many other providers find challenging. While many individual institutes have
coped well with these new challenges, AWPA supports those authorities that have recognised
TAFE's distinctive role and position in the national VET system and have funded it appropriately.
There are great risks if the balance tips beyond efficiency to cuts in quality and services for the
diverse student cohort and geographical localities often provided by TAFE.

Certainly the picture for higher education is more positive, though it also experienced a
decrease in funding per student annual hour from 2006 onwards.388




In 2010, the Australian Government commissioned a review of higher education base funding.
As part of the review, the panel was asked to determine the level of base funding required for
Australian universities to deliver courses competitively. While the government has not accepted
all the review's recommendations, the report provides a mechanism and data for examining
the adequacy of current funding levels.®® In the schools sector, the 2011 Review of funding for
schooling (the Gonski Report) provided a rigorous analysis of the ways Australian government
schools are funded, including the application of funding to support disadvantaged students.39°
From a national perspective, this level of research into VET sector funding is missing.

In light of persistent decreases in funding per VET student annual hour, AWPA recommends
that a review be undertaken for the VET sector to determine an appropriate level of funding for
delivery of VET to ensure quality standards are met. The review would need to take into account
that base funding encompasses contributions from governments, employers and individuals
and that a funding model should be flexible enough to accommodate the significant variations
that can occur across different modes of delivery as well as the additional support required for
disadvantaged students.

We note the NSW Government has announced that it will commission the Independent Pricing
and Regulatory Tribunal to provide advice on VET price and fee arrangements prior to the
implementation of the reforms to the NSW VET system. The amount of fees and subsidies will
be published in 2013.3%" The Victorian Government has also previously commissioned work on
this topic.3%2

Recommendation 6.1

That the Australian Government commission a review of funding in the VET sector to
determine an appropriate price for the delivery of high-quality VET.

6.2 Robust quality assurance

The quality and consistency of VET qualifications is one of the most significant issues facing
the sector. It is a serious problem if industry and individuals cannot have confidence that a
nationally recognised qualification issued by one provider is of the same standard as one issued
by another.

In previous reports such as Skills for prosperity we made a number of recommendations as part
of a proposed package of reforms for more effective regulation and the building of excellence in
teaching, learning and assessment.3%

This included recommendations for more effective regulation by ensuring adequate resourcing
of the National VET Regulator and additional quality criteria being applied for providers seeking
to deliver publicly subsidised places. Some of these measures are in the process of being
implemented. ASQA is now operational and additional quality criteria are applied in some
jurisdictions, for example in South Australia and Victoria, with others such as New South Wales
and Queensland signalling their intention to follow suit. It could be argued that these initiatives
need further time to gain traction and deliver results and that their impact needs to be evaluated
before further interventions are contemplated. Yet recent publicity seems to indicate that quality
issues are perhaps even more serious and endemic than first contemplated.

Our view is that it is imperative to proceed with a more comprehensive package of reforms to
complement and support those already underway and to address some of the most serious
risks in the system.
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The review of the standards for the regulation of VET

The Standing Council on Tertiary Education, Skills and Employment has asked the NSSC to
undertake a review of the standards for the regulation of VET focusing on issues of quality3°*
and we welcome the opportunities offered by the review. During consultations, stakeholders
identified that the main issue requiring significant change is ensuring quality training and
assessment. We support the principles outlined in the NSSC issues paper that will be used to
guide the review.3%

In the following sections we outline the two key measures that we believe would significantly
contribute to a more robust quality assurance system and argue that they should be considered
by the NSSC during its review of the VET standards:

v externally set and administered assessments in high-risk qualifications

v higher level requirements for RTO applicants seeking to deliver identified high-risk
qualifications.

It may be argued that these measures represent an increase in regulatory burden. However, we
believe that they are fit-for-purpose regulatory interventions, set at the right level to achieve the

desired objectives of high-quality learning outcomes. They will enable the regulator to focus on

the high risks in the system with a lower level of regulatory intervention where it is less needed.
The payoff will be industry, learner and community confidence in the outcomes delivered by the
VET sector.

We support the other measures flagged in the NSSC issues paper and reiterate
recommendations we made in Skills for prosperity.

A system of externally set and administered assessments

In Skills for prosperity we recommended implementation of a system of external verification or
validation of assessment, using a sampling approach. While we welcome the different forms
of independent verification being trialled in the states and territories through the National
Partnership Agreement on Skills Reform,3%¢ we are concerned there appears to be a long
timeframe for completion of the trials and evaluation of the outcomes. In addition, although the
agreement states that this piloting will inform the development of national model it does not
provide a mechanism or timeline for its development and rollout.

In our view the current approach and timeframes are inadequate. The piloting, evaluation and
rollout need to be accelerated. However, while validation and verification will help a shift to
focus on outputs, even when fully implemented validation and verification will still be based on a
sampling methodology. More is needed.

A more structured solution to the ongoing concerns about quality and consistency might be

to require VET students, initially in high-risk VET qualifications, to complete a final mandatory
assessment that is externally set and administered. We define high-risk qualifications as those
identified by ASQA, jurisdictional or occupational regulators, or other authoritative bodies such as
the Productivity Commission, as subject to ongoing quality concerns. Recent examples of such
qualifications are the Certificate IV in Training and Assessment®®” and Certificates Il in Aged
Care, Child Care and Disability.®*® High-risk qualifications are also those required for occupations
which have inherent public safety risks, such as those required to be a licensed electrician.

A final assessment that is fully independent of the delivery RTO might go some way to
restoring confidence in the quality of VET qualifications and provide a guaranteed consistency of
outcomes.
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One example of such an assessment is the capstone assessment which has traditionally been
used, especially in the trades, to verify at the end of a course of study that a student has indeed
mastered the key elements of the vocation by testing their overall knowledge, understanding
and skill in the field of study. The EE-Oz Industry Skills Council has already implemented
capstone-style testing for units of competency related to safety in its Electrotechnology Training
Package. While these assessments are only focused on safety elements and do not cover all
units, their success has prompted EE-Oz to investigate extending capstone testing to cover
more units. The evidence from the electrotechnology safety capstone is that students take the
assessments very seriously and it has improved confidence in student outcomes among both
industry and licensing authorities.3%°

The electrotechnology capstone tests are focused on electrical safety issues. The tests were developed in response
to a need identified by Australia’s Electrical Regulatory Authorities Council for assurance that people applying for
electrician licences have demonstrated knowledge of the 66 essential performance capabilities. The capstone tests
have been designed to test 31 of these capabilities; the remaining 35 are assessed by RTOs.

RTOs are required to conduct the capstone assessment after the completion of all other assessment requirements of
the National Electrotechnology Training Package Certificate Il in Electrotechnology Systems Electrician qualification.
The industry-approved final capstone assessment requires that the student undertake a six- to eight-hour test
comprising 70 per cent practical and 30 per cent written.

The practical assessment is conducted by the RTO, which obtains instructions and a marking key for the examination
from VETASSESS. The written assessment is conducted online through VETASSESS under the supervision of the
RTO. VETASSESS offers these assessments through its assessment system known as Assessitnow. The questions in
Assessitnow have been quality-assured by EE-Oz and the regulators.

Source: EE-Oz, Licensing & Regulation, http://www.ee-oz.com.au/index.php/electrotechnology/licensing-regulation,
accessed 31 December 2012.

AWPA recommends that the NSSC consult on and develop the model for final external
assessments during its review of the national standards for VET regulation. We note that there
are several challenges which would need to be explored with stakeholders, including who will
set the assessment, how it will be administered, who will assess it and how the costs will be
managed. We consider that the following key elements would need exploration, with each
requiring options development and costings:

v Industry Skills Councils would develop the assessments in the identified qualifications in
consultation with industry and other stakeholders.

v The assessments should vary in nature depending on the qualification. For example,
the assessments for the Training and Education Training Package would ideally require a
written examination focused on VET pedagogy supplemented by submission of teaching
resources and a practical involving the student delivering a teaching session. However, a
starting option could be a written test completed online. Consideration would need to be
given to how best to supervise these online tests.

v Administration of the test should be rigorous, and could include an online model similar
to the one used in the electrotechnology safety capstone,*°® with use of examination
supervisors. Administration could also be conducted by an RTO (potentially allocated by
the regulator) with the same qualifications on scope but independent of the delivery RTO.

v External assessment would be an essential feature to guarantee consistency of outcomes
and independence from the RTO that delivered the qualification.
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We acknowledge that whatever model is adopted, additional costs for the RTO may ultimately
be passed on to the student. However, we believe this is likely to be a worthwhile investment
that will generate long-term benefits through consistent, quality learning outcomes in which
industry and individuals can have confidence.

It would also be important to introduce this kind of assessment in a way that did not deter
students, especially disadvantaged students, from undertaking courses that involve what might
be perceived as daunting final-year examinations.

Higher level requirements for RTO applicants in high-risk areas

In Skills for prosperity we argued for more stringent requirements for applicants seeking
to deliver the Training and Education Training Package (TAE), as already imposed by some
jurisdictions. This is based on the fact that the TAE provides the central qualifications for
teachers in the VET sector and there was persistent evidence of systemic and widespread
concerns about quality in this area.

We continue to advocate that entry to this market should be subject to more rigorous
requirements—specifically, that applicants seeking registration to deliver qualifications in the
TAE must meet the requirements of the national VET standards and in addition must:

v demonstrate a track record in delivery of nationally recognised qualifications in an industry
area other than the TAE for a period of at least two years

v not be a holder of provisional registration
v demonstrate a track record in ongoing formal professional development of their staff

v meet a requirement for an external validation conducted by an expert validation panel
before initial and renewal registration.

They would also be required to meet the more stringent governance requirements for all new
applicants outlined in the next section.

The requirements should also apply to those RTOs currently registered to deliver TAE and other
identified high-risk qualifications, once they seek renewal of registration. This will assist in
lifting the standards across the sector over time, ensuring they will eventually apply to current
RTOs as well as new entrants.

Recommendation 6.2

That the National Skills Standards Council’s review of the standards for the
regulation of VET consider implementation of the following measures:

v development of a requirement for externally set and administered assessments
for identified high-risk qualifications

v introduction of higher level requirements on registered training organisations
seeking initial and renewal registration to deliver the Training and Education
Training Package and other identified high-risk qualifications.



Other quality assurance measures

We fully support several of the approaches flagged for consideration in the NSSC's issues
paper, in particular the possibility of lifting the standards for new RTO entrants to the training
market and applying provisional registration for newly registered RTOs.

Lifting the standards for new entrants to the training market

According to the NSSC's issues paper, consultations have identified that entry into the market
is too easy.*®" We agree, and support the option of lifting the standards for all new RTO
applicants in addition to imposing specific higher level entry requirements on those applicants
seeking to deliver the TAE and other high-risk qualifications as recommended above. While we
acknowledge the difficulty in assessing applicants for registration who can only demonstrate
capacity to deliver rather than a track record in the industry, we believe a stronger focus in the
following two key areas would assist in more rigorous consideration of all new applications:

v Governance. Governance is a risk indicator considered by ASQA at both applications for
initial and continuing registration.*°2 AWPA believes the criteria could be strengthened
to require that RTO applicants have sufficient governance and management structures
in place to ensure the quality of training delivery and assessment. This would include
academic or advisory councils that comprise expertise in teaching and learning,
competency-based training and assessment, the vocational areas within scope of the
application, and the client groups served by the RTO applicant. The applicant’s systems
should demonstrate that this expertise is used to monitor and improve learning outcomes.

v Currency and depth of relationships with industry and key stakeholders. It is essential that
applicants can demonstrate currency and depth in their relationships with enterprises,
employment agencies, community, industry and other peak bodies so that they are up
to date with contemporary developments in occupations and industry settings. Evidence
should be demonstrated through concrete factors such as contributions to the applicant’s
design of offerings, planning, and proposed delivery and assessment activities, and should
also be reflected officially in the applicant’s governance model.

These more stringent requirements could also be applied to RTOs seeking renewal of
registration.

Provisional registration for newly registered RTOs

In addition to imposing higher level requirements for RTO applicants to achieve registration,
we support provisional registration for newly registered RTOs. This was an idea that was
flagged as a possibility in the NSSC issues paper*®® as a way to manage a significant risk in the
system around new entrants, and identify and resolve issues of poor quality early. We believe
provisional registration should incorporate the following elements:

v It should be in place for a set period of time (one or two years) with potential for extension
if required.

v Limits should be imposed on the RTO's scope of registration and breadth of activity during
the provisional registration period.

v Provisional RTOs should be subject to more intensive scrutiny by the regulator and full
registration should not be granted unless there is a satisfactory audit outcome at the end
of the period.

v A sample of the RTO's assessments should be subject to mandatory external validation.
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The national regulator

AWPA supports the national VET regulator, ASQA, and we believe it provides the opportunity
to drive reforms consistently across Australia. However, to be successful it must be adequately
resourced. As outlined in Skills for prosperity, data shows that VET quality regulation is
considerably underfunded in comparison to the higher education sector.*?* With proper
resourcing ASQA would be better positioned to take a proactive approach to quality regulation.
In addition, ideally all states and territories should refer their regulatory powers to ensure
consistency across a single set of national standards and reduction of regulatory duplication.

AWPA also advocates continuing work towards merging the functions of the Tertiary Education
Quality and Standards Agency (TEQSA) and ASQA into a single national regulatory body. Skills
Australia’'s 2009 Foundations for the future report argued that as the VET and higher education
sectors became increasingly connected, with more collaboration between and assimilation

of institutions, it would be essential to put in place an integrated apparatus for governance of
regulation and quality. Although the Australian Government originally intended for TEQSA to
expand and cover the entire tertiary sector from 2013, there has been no further development
in this area.

We also support incorporation of best practice features to enhance regulatory efficiency and
effectiveness and to ensure procedural fairness.

A provider classification system

TAFE Directors Australia has suggested that a provider classification system could assist in
managing the challenge of regulating the wide diversity of providers in the VET sector, and
could assist learners and industry to distinguish providers by factors such as size, scope,
history, quality and capability.*°® The system would recognise that regulatory requirements may
differ according to the size and spread of operations, level of risk, and depth of experience.

One benefit of this approach is that a system of classification could align with the Higher
Education Standards Framework, which outlines standards for six provider categories.
Ultimately this could assist with the move towards a single tertiary sector and the future
alignment of ASQA and TEQSA.

However, on balance we consider that the elements of diversity across VET providers are
already covered by the four categories of risk indicators used by ASQA and that they give the
regulator flexibility to intervene based on an assessment of those factors.*%

Transparency of information

Finally, we continue to stress the need for transparency of information in VET, as exists

in higher education, in relation to regulatory status, audit outcomes, sanctions and RTO
performance to drive quality and client choice.*%” Transparency is essential at both the system
and individual provider level.

A key measure to improve transparency in the VET sector has been the launch of the My Skills
website in 2012. My Skills allows students and other interested parties to research courses
being offered by registered providers. It is planned that My Skills will eventually cover student
fees, results of satisfaction surveys, individual campus information and links to local job
opportunities.4%®
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We note that both the New Zealand and United Kingdom systems provide well-developed
approaches to VET and higher education transparency by mandating requirements for the
publication of various aspects of performance. The New Zealand Qualifications Authority
undertakes a periodic ‘external evaluation and review' of all tertiary education providers
(including universities, polytechnics, institutes of technology, private training establishments
and industry training organisations). A report is published for every completed review and is
available on the agency’s website.4%®

In the United Kingdom, the Further Education Public Information Framework provides
information on key performance indicators for further education providers. Users are able to
search for providers and find their scores in four key performance areas relating to success
rates, learner destinations, learner satisfaction and employer satisfaction.*°

We welcome the fact that transparency is one of the key issues for consideration in the NSSC's
issues paper.

6.3 Building high quality in VET through professional development

Earlier in this chapter, we canvassed the argument for a review of VET, similar to the review
that was conducted in higher education, and advocated more robust quality assurance in

the VET sector to address persistent concerns about poor-quality delivery and assessment.
However, while effective regulation is necessary, it is not sufficient to create a high-performing
VET sector that is valued by its clients and inspires confidence in its outcomes. \We need
strategies and measures in place to ensure that we are building continuous improvement and
excellence in teaching, learning and assessment in RTOs. International examples and the
higher education model of promoting teaching excellence help make the case for a strong and
coordinated national approach to building capability in the VET sector.

The Productivity Commission in its 2011 report on the VET workforce noted:

The VET workforce, like the early childhood, schools and universities workforces,
is primarily comprised of ‘educators’. The role of its members is complex, multi-
dimensional and resists generalisations. Some of the tasks they fulfil are common
to all educators: impart learning; motivate and encourage students to develop;
use teaching aids and materials effectively; assess students fairly and accurately;
collaborate with other educators; and maintain and develop their own

educational skills.

However, unlike most of their counterparts in other education sectors, VET
teachers, trainers and assessors are ‘dual professionals’, with a range of
capabilities variously recognised in either the education or industry spheres. In
addition to their educational capabilities, these professionals are expected, if not
required, to have strong industry currency—that is, to be in touch with the
day-to-day practices, solutions and challenges of industry work.4"

The current minimum qualification for VET teachers, in addition to their industry qualification,

is the Certificate 1V in Training and Assessment. If well taught this qualification can provide

a sound base for effective practice, although it is a lower level qualification than the bachelor
or postgraduate programs required to become a secondary school teacher. Yet, as noted by
the Productivity Commission, VET teachers have challenging roles. They often interact with a
large number of disadvantaged and special needs students, who require additional support and
attention, including those who did not have positive school education experiences. They also
need the skills to build adaptive capacity in their students so that graduates are equipped for a
world of work that is constantly changing.
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When the Certificate IV became the minimum teaching qualification for VET teachers, many
university departments that specialised in VET teaching, learning and assessment lost a
significant percentage of their core business, which has limited their research and development
programs in VET teaching and delivery. Although there are still some university departments
focusing on the VET sector, such as those in Ballarat, Charles Sturt and Griffith Universities

as well as the LH Martin Institute, overall the number of VET university-based academics has
diminished.

To support the development of VET practitioners, Innovation and Business Skills Australia
(IBSA) recently developed a VET practitioners capability framework that categorises VET
practitioners into three levels and documents the main capabilities required (see Figure 9).

Figure 9 VET practitioners capability framework
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Source: http://www.ibsa.org.au/news-and-projects/current-projects/12-09.aspx.

IBSA has found that the Certificate IV in Training and Assessment meets the requirement for
level 1 (base level) practitioners while the Diploma in Training and Assessment fits fairly well for
level 2 practitioners. However, level 3 practitioner capabilities are generally not covered by the
TAE10 training package. The capabilities associated with level 3 practitioners describe a person
with high-level expertise in teaching and assessment who demonstrates leadership skills and
can mentor other practitioners. IBSA is currently considering options to fill this gap, including
developing units within the TAE training package to cover level 3 practitioner capabilities and
mapping undergraduate and graduate programs in the higher education sector to the capability
framework.
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This framework demonstrates the importance of continuing professional development to enable
VET teachers to attain high levels of capability. It also highlights the need to address gaps in
current provision.

International examples demonstrate a strong commitment to teaching and learning excellence and support for VET
practitioners.

In the United Kingdom, a Learning and Skills Improvement Service has been established to accelerate quality
improvement and achievement in the VET sector. The program develops resources that help providers improve
quality. This includes identifying and sharing good practice throughout the system and providing tailored programs of
support to VET teachers.

Following the Lingfield report into professionalism in the further education sector, the UK Government recently
announced the establishment of a Further Education Guild to act as a focal point for government efforts to promote
professionalism in the sector. The guild will seek to enhance the reputation and status of the sector by providing

a single collective focus for raising standards of professionalism and being a custodian of excellence. Individual
colleges meeting required standards will be awarded ‘chartered status’ as a public stamp of recognition.

In Switzerland, the Swiss Federal Institute for Vocational Education and Training provides basic and continuing
training to VET professionals and undertakes research and development in the VET field. Among its offerings
are continuing education and training courses designed to upgrade the skills of VET professionals; enable VET
organisations to develop their activities; provide VET managers with advanced training; and promote quality and
innovation within the Swiss VET system.

Finland also provides professional development for VET teachers, through its National Centre for Professional
Development in Education, called Opeko. Opeko is a continuing education centre for professionals in education. The
Finnish National Board of Education has also designed two continuing training programs for vocational teachers: the
specialist in competency-based qualifications; and studies for teachers to increase their competence in the world of
work.

Sources: http://www.lIsis.org.uk; Lingfield, R, 2012, Professionalism in further education: Final report of the independent review
panel established by the Minister of State for Further Education, Skills and Lifelong Learning, Department for Business Innovation
and Skills, UK Government, London; http://www.ehb-schweiz.ch/en/Pages/default.asp and http://www.educode.fi/.

The Australian higher education model

As we noted in Chapter b, in Australia the VET sector has national bodies responsible for
regulation (ASQA), for standards setting (NSSC) and for the collection of data and research
(NCVER). However, there is no national body driving quality improvement and professional
development for the 5,000 RTOs in the sector, nor is there any overarching national strategy or
program to provide a framework for coordinated activity and leadership.

In contrast, the Australian higher education sector with fewer than 250 institutions has an
Office for Learning and Teaching with funding of $50 million over four years for the Promotion
of Excellence in Learning and Teaching in Higher Education Program.*'2 The office promotes
and supports change in higher education institutions for the enhancement of learning and
teaching. Its responsibilities include:

v providing grants to academics and professional staff to explore, develop and implement
innovations in learning and teaching and to develop leadership capabilities

v commissioning work on issues of strategic significance to the higher education sector to
inform policy development and practice in relation to learning and teaching
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v managing a suite of awards to celebrate, recognise and value teaching excellence and
programs that enhance student learning

v funding fellowships and secondments for leading educators to address significant national
educational issues

v disseminating resources on innovations in learning and teaching

v supporting the development of effective mechanisms for the embedding of good practice
in learning and teaching in Australian higher education

v encouraging collaboration and sharing of good practice for improved student learning
outcomes

v facilitating networking and professional development opportunities for academics and
professional staff.

Other approaches in Australia

National initiatives in Australia like the Office for Learning and Teaching are currently lacking

in the VET sector, although some jurisdictions and organisations have their own initiatives.
The former Commonwealth Reframing the Future program provided significant resources

and funding for VET staff development.#'* When the program was wound down in 2008
governments agreed that responsibility for VET workforce development rested with the states
and territories and with individual providers.

There has been no national and broad-based approach to VET workforce development since,
and current approaches to professional development vary considerably across the jurisdictions.
In April 2012, COAG signed up to an ambitious set of reforms to the national training system.
The package included a revised National Agreement for Skills and Workforce Development
and the new National Partnership Agreement on Skills Reform. However, although these
agreements emphasise the importance of quality, there is no specific focus on the professional
development of the VET workforce and its contribution to quality outcomes.

As Wheelahan and Moodie point out, there are many organisations, networks and other bodies
committed to improving the quality of VET practice, but they are diverse, often small, and have
a specialist focus such as by industry, occupation or target group.*'

Examples at the state and territory level include:
v the Victorian VET Development Centre'®

v Queensland’s VET Professional Development website, which provides access to
information and resources to support VET teachers*'®

v TAFE NSW's website for teachers and support staff to collaborate, ask questions, and
share knowledge tips and experience with each other.#'® NSW State Training Services
provides support for broader VET networks and communities of practice*'®

v Western Australia’'s WestOne Services, which provide support, advice and professional
development to managers and lecturers in both public and private training organisations
across Western Australia.*'® The services and resources they provide to VET teachers
include professional development workshops, online presentations, and a range of career
development, VET teaching and learning materials

v South Australia’s education department, which conducts professional development
seminars, workshops and training sessions for RTO providers.*?° Each professional
development workshop is targeted to a specific audience from novice to advanced VET
practitioners.
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However, apart from the Victorian VET Development Centre, which receives approximately
$4 million from the Victorian Government,*?' these programs generally do not have substantial
funding or public profile, are limited in scope, or are only available to certain categories of VET
teachers, for instance within the TAFE sector.

At a national level the Australian Council for Private Education and Training, the Industry
Skills Councils and organisations like the Flexible Learning Advisory Group provide a number
of resources and programs to support VET teacher development. The NCVER through its
community of practice research scholarships also supports professional development, albeit
and quite justifiably with a research focus.

There are excellent elements to each of these programs; however, their focus on quality
teaching, learning and assessment is variable and they are not accessible to all. We consider it
critical that this void is filled to ensure all VET teachers, in both the public and private sectors,
and throughout Australia, have access to quality VET professional development. Given the
concerns about consistency of assessment throughout the sector, an emphasis on assessment
policy and practice is required to lift the overall quality of the sector.

A strong and coordinated national approach

In the 2012-13 Budget, the Australian Government redirected $18.1 million over three years
from the NWDF to support the establishment of three Australian Skills Centres of Excellence.*??

The centres will support innovative production processes and teaching and learning methods
in the VET sector. Each centre will receive $2 million per annum and be administered by a
consortium led by an RTO in partnership with industry, state and territory governments and
other relevant stakeholders. Commonwealth funding for the centres will be supplemented by
co-investment from industry or state and territory governments.

However, on the available information, the nature of the centres and their exact focus is
unknown. Further, we are not confident that this initiative will achieve the scale and impact of
change and improvement required for the sector. In both Australian workforce futures and Skills
for prosperity we recommended that a national workforce development strategy be developed
for the VET workforce to elevate the issue as a central national priority.*?® This was to include
an investment of $40 million per annum.

Given the complex and varied backgrounds of VET learners, the diminished academic focus on
VET, including VET pedagogy, the variability of current programs provided by jurisdictions and
the general lack of emphasis on quality improvement in teaching, learning and assessment,
we continue to recommend a new national body and program. The new body would be similar
to the Office for Learning and Teaching. It would have comparable funding and would be
responsible for distributing the professional development funds we recommended in Skills for
prosperity. Its role would be to drive and support teaching, learning and assessment in VET,
with improvement of assessment knowledge and practice being a top priority. The new body
would also prioritise professional development for VET teachers in:

v new ways of learning that equip learners with the adaptive skills needed for the changing
nature of work and workplaces and for operating in the global marketplace

v e-learning approaches, including e-assessment and flexible and blended learning options

v teaching LLN, given the shortage of specialist capability in this area and the centrality of
achieving better LLN to lift workforce participation and productivity

v capability in the delivery and assessment of higher level qualifications, given that
Australia’s workforce of 2025 is projected to be increasingly higher skilled.
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In view of the prevalence of contract and casual teaching in VET, it is imperative that any new
initiatives are accessible to contract and casual staff.

The new body would need to work collaboratively with existing bodies in the jurisdictions

to avoid duplication, promote coordination of effort and resources and share good practice.
It would also need to work with the peak provider groups such as the Australian Council for
Private Education and Training, the Enterprise RTO Association and TAFE Directors Australia.
Ultimately, over time, there may be potential for the body to become sector owned and
managed.

AWPA also reiterates recommendation 15 in Skills for prosperity that funding be provided for a
program for professional development in a VET workforce development strategy. Funding for
the program would be allocated on the advice of the new national body.

Recommendation 6.3

That a national body and program be established, based on the model of the Office
for Learning and Teaching, to:

v drive excellence in VET teaching, learning and assessment

v design and promote teaching and learning strategies that can be used to
develop adaptive capacity in individual learners

v promote effective use of technology in teaching and learning

v provide a substantial program of professional development in teaching and
learning strategies to improve language, literacy and numeracy

v develop and implement a national VET workforce development strategy.
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7 Investment for growth

To sustain Australia’'s economic growth we recommend that total real spending on tertiary
education increases in line with the long-term real GDP growth rate. This is estimated at

an average of 3.3 per cent in our higher growth scenarios and by Treasury at 3.1 per cent.

If spending on tertiary education is maintained at today's share of GDP, as recommended,
Australia will be spending 0.1 per cent of GDP more in this area in 2025 than currently projected
by Treasury.*?* The revenue benefits this investment will bring will far outweigh the costs.

Our recommendations provide a suite of measures that will position Australia to meet future
skills and workforce development needs, regardless of what the future holds. Some require
additional investment, while others can be achieved within existing resources or through
efficiencies. To realise Australia’s capacity for growth we recommend additional investment of
public and private expenditure per year to 2025 (see full costing table in Appendix 4), with this
additional expenditure increasing at an annual rate of $1.3 billion (2011-12 prices) by 2025.42%

We identify three main areas of investment for future growth:
v meeting industry demand for higher level qualifications
v supporting the less advantaged to participate in training and work
v addressing the clear and urgent need to improve LLN skills.

These areas of focus are underpinned by strategies to increase productivity by supporting
workforce development, measures to improve quality and equity and ways to ensure we have
the adaptive capacity we need to meet the challenges of the future world of work.

The payoff for the investment we recommend includes improved productivity, avoidance of
skills shortages and opportunities for individuals through better skills and greater labour force
participation. Clearly the economy, society and the government would benefit, and in this
chapter we consider the benefit to government revenue just from the increase in participation
that our recommendations would support.

Accordingly, we have compared our recommended additional investment to the increase in
expenditure as estimated by the Treasury, consistent with a continuation of existing policy

and the projections of increased participation in the 2010 Intergenerational Report (IGR). We
estimate that by 2025 the Treasury expenditure projection on a comparable basis with our
estimate of public expenditure on tertiary education would amount to around $28.2 billion. By
comparison the estimated expenditure in 2025 consistent with our proposals would amount to
around $30.3 billion, or about $2.1 billion more than the cost of maintaining existing policy as
projected by the Treasury.*?®

We have further estimated that by 2025 this additional expenditure of around $2.1 billion

would support increases in labour force participation and higher economic growth, resulting

in increases in annual government revenue, over and above the Treasury IGR projections,
amounting to $24.8 billion in the Long Boom, $6.7 billion in Smart Recovery, and $10.3 billion in
Terms of Trade Shock (see Appendix 6 for a full discussion of the methodology).

Clearly these estimates of the additions to revenue by 2025 greatly exceed the estimated
additional cost of around $2.1 billion. Therefore we can say with confidence that the additional
expenditure involved in funding our proposals is a sound investment.
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These outcomes, including the increased participation rate, could be attained through increased
migration rather than increased training. However, this approach would mean that existing
Australian citizens would have a higher level of unemployment and a lower average level of
skills, wages and job opportunities, relative to our preferred outcome. This approach would also
result in labour shortfalls, and highly skilled migrants may not be available. Furthermore, we
would also experience lower levels of economic growth.

11 Meeting demand for higher level qualifications

Our modelling projects that in the three higher growth scenarios, industry demand for total
qualifications held by those employed, unemployed and not in the labour force will increase at
an annual rate of between 3 and 3.9 per cent. In addition, the modelling projects that growth
in total qualifications held will be strongest at higher qualification levels, that is, diploma and
above. We therefore recommended in Chapter 1 that Australian governments support the
achievement of a minimum annual growth of 3 per cent in tertiary education qualifications

to 2025 to meet the additional demand for qualifications, recognising that higher level
qualifications will grow relatively faster.

To achieve the additional growth in qualifications, we are recommending an expansion of

public and private funding of at least 3 per cent per annum to meet industry demand. This

3 per cent increase in funding is in real terms, and assumes similar levels of indexation in higher
education and VET for the publicly funded component.

Investing an additional 3 per cent per annum would require an additional $860 million in public
and private expenditure in 2014, compounding annually to reach $1,190 million in 2025.4%” The
public sector contributes the major part of this investment. For example public grants currently
provide for 80 per cent of the revenues of the VET sector and 100 per cent of VET support
funding such as incentives to employers. Government grants and advances for student loans
provide about 60 per cent of all university revenues. The government share of both VET and
higher education is greater when revenues from international students and research-related
funding are excluded. We consider it is reasonable that individuals and employers should bear a
fair share of the projected expenditure and ongoing consideration of this issue is advocated.

1.2 Supporting the less advantaged to participate in training

As discussed in Chapter 3, there is a clear relationship between qualifications and employment.
Investing in skills development to support the less advantaged is crucial in ensuring that people
do not get left behind.

The Bradley Review recommended additional support for learners from low socioeconomic
backgrounds to promote their participation in higher education, which was accepted by the
government.

There are, however, more than three times as many learners from the lowest socioeconomic
quintile in VET than in higher education. We therefore recommend additional funding for VET
of at least $200 million per annum, which is above that of the Bradley Review but at the same
time recognises the investment already made by the jurisdictions. It seems likely that the
required amount will be considerably larger than this. AWPA allows for continuing growth in
our cost projections to $700 million by 2025 but a full assessment of existing provision for

the disadvantaged learners in VET should be considered as part of the VET funding review
recommended in section 6.1.
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In addition, we noted in Skills for prosperity that there is inequity in income support provision
between VET and higher education. Higher education students in receipt of Commonwealth
income support under Youth Allowance, Austudy and ABSTUDY gain access to Student
Start-Up Scholarships of $1,097 per six months of eligible study, but their VET counterparts
on income support are not able to access these payments. We reiterate our call for equity

in relation to access to these scholarships for VET students, particularly as they are likely to
experience greater levels of disadvantage than students in higher education.

About 80,000 VET students are estimated to receive the various forms of income support in
2012-13. Provision to these students of the start-up scholarship would cost just under
$180 million per year.

Recommendation 7.1

That the Australian Government extend student start-up scholarships to full-time
VET students in receipt of government income support.

1.3 Language, literacy and numeracy

In Australian workforce futures we highlighted the need to lift the unacceptably low levels of
literacy and numeracy in Australia. As discussed in Chapter 4, improving literacy and numeracy
must underpin Australia’s efforts to meet industry demand for higher level qualifications. This
issue needs to be taken seriously and funded appropriately, and we recommend investment in
a range of measures to support the achievement of improved literacy and numeracy.

Our recommendations to support an increase in qualifications by 3 per cent per annum to 2025,
and also to provide extra support to the less advantaged, can be expected to have a positive
impact on improving LLN.

We also make more specific recommendations in this area. The National Foundation Skills
Strategy for Adults, launched on 28 September 2012, provides an opportunity for all levels

of government to develop innovative and collaborative strategies to raise Australia’s LLN skill
levels. However, it will take time for it to be fully implemented. It will also take time for the
associated policies to have a noticeable impact on LLN. Our recommendations aim to bolster
the implementation of the Foundation Skills Strategy by recommending funding for many of the
activities within the strategy and addressing challenges and gaps in service provision that we
have identified.

The total cost of our specific LLN recommendations is $16 million in 2014, which includes a
national sample survey for the assessment of LLN, a national public awareness campaign,
comprehensive national LLN information service, Workplace Champions Program, upscaling of
the LLN Practitioner Scholarship and national pilot of online foundation skills assessment. Given
the scale of the challenge this can be argued to be a relatively modest amount, but the issue
will also be addressed through our broader recommendations to raise qualification levels and
support the less advantaged to participate in training and pathways to employment.

It would be difficult to overstate the benefits that would flow from this investment. They would
range from providing individuals with increased economic opportunities, to supporting the
economy-wide benefits that flow from achieving higher participation. Many of the benefits
would flow directly to disadvantaged individuals, supporting a more inclusive society.
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7.4 Strategies to support workforce development, quality and
adaptive capacity

To complement the focus on increasing qualifications, supporting the less advantaged to
participate in training and improving language, literacy and numeracy, we recommend a range
of strategies to assist in achieving our vision. While some of these strategies are within existing
resources, the total additional cost is estimated at $100 million in 2014.

Strategies to increase productivity by supporting workforce development include leveraging
government-funded training programs to encourage employers to maximise the capabilities of
their employees through changes to work organisation, better alignment of government programs
to support workforce development, and expansion of business improvement services for SMEs.

To be prepared for what the future might hold, individuals and education institutions need
creative and flexible ways of responding to change. We advocate strengthening and aligning
career development services to encourage people to manage their careers. Given changing
industry demand, we also caution against the use of a ‘firstness’ approach to public funding.
We highlight the importance of stakeholders working together to ensure that we have
employer-ready graduates and graduate-ready employers.

Given ongoing concerns about quality, we identify a range of measures to improve quality in
the tertiary sector. This includes a recommendation for a review of VET funding to determine

an appropriate price for the delivery of high-quality VET. AWPA believes that for high-risk
qualifications, there is a case for considering a requirement for externally set and administered
assessments, and more stringent registration requirements for RTOs. Much more also needs
to be done to ensure quality teaching and learning in the VET sector, and we recommend a new
national program and overseeing body comparable with the Office for Learning and Teaching in
the higher education sector.

Together, these recommendations will position Australia as a knowledge economy, and should
be considered as a package rather than as individual initiatives.

7.5 Context of investment

The investment levels we recommend in this chapter were determined in the context of recent
changes in funding models in both higher education and VET.

The most notable development in the context of higher education is the introduction of
demand-led funding, which has resulted in significant increases in enrolments. From 2009

to 2011, domestic student commencements in higher education (all levels) increased by an
average of 4.5 per cent per annum.*?® Our modelling indicates that industry demand will require
this growth to continue in each of the three higher growth scenarios.

Student numbers in VET increased at 5 per cent per annum from 2009 to 2011 but the change
has been patchy. Victoria, the first state to introduce entitlement funding, had a 10 per cent

per annum growth and the others much less. Numbers in South Australia have increased
significantly since the introduction of entitlements in 2012.42° The three higher growth scenarios
project demand for VET increasing to 2025, but at a slower rate than for higher education.

As noted above, it is important to consider how the increased demand for qualifications will

be funded. The Commonwealth has committed to support demand-led funding in higher
education. This has already led to significant increases in funding. In addition, the 2012-13
Budget provided a further increase in funding for higher education, with total funding for higher
education support set to increase from $6.9 billion in 2011-12 to $7.2 billion in 2012-13.43°
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For VET, however, total payments from the Commonwealth to states and territories for skills
and workforce development have decreased, largely due to replacing the National Partnership
Agreement on Productivity Places Program (NP PPP) with the National Partnership Agreement
on Skills Reform. The new agreement provides for funding totalling $238 million in 2012-13,
which is $138 million less than payments to jurisdictions under the NP PPP in 2011-12.4%
Nevertheless, as Table 8 highlights, the Commonwealth’s share of total VET funding increased
relative to other funding sources between 2006 and 2011.

Table8  VET provider revenue, 2006 to 2011, by revenue source, real 2011-12 prices'®

Revenue Proportion of
from Revenue Commonwealth
Revenue from states and from Total VET funding of total
Commonwealth territories activities revenue'® revenue
($°000) ($°000) ($°000) ($°000) (%)
2006 1,791,427 3,658,348 1,673,754 7,104,650 25.2
2007 1,962,075 3,615,589 1,591,404 7,247,370 27.1
2008 1,954,045 3,632,223 1,756,208 7,425,601 26.3
2009 2,635,540 3,542,962 1,782,950 8,053,221 32.7
2010 2,584,594 3,712,956 1,866,819 8,250,635 31.3
2011 2,451,351 4,141,614 1,711,247 8,376,146 29.3
% increase
2006 to 2011 36.8 13.2 8.7 17.9

The NCVER collection focuses on VET administered or provided by the main training authority or training department within each state
and territory, their public training providers and the Commonwealth. Public funding for training delivery paid to private providers by the
Commonwealth and state and territory training authorities or departments is also included in this collection.

(a) Real dollar amounts calculated using the Chain Price Deflator for GDP in 2011-12.

(b) In addition to the revenue sources listed, total VET revenue also includes additional sources such as fee-for-service, students fees
and charges, assumption of liabilities, ancillary trading, gain on sale of property, other activity revenue, assumption of liabilities, and
resources received free of charge.

Source: NCVER, 2012, Australian vocational education and training statistics: Financial information 20171.

Several states have claimed that reduced Commonwealth funding will present considerable
challenges to delivering on the ambitious new reform milestones and have attributed recent
budget cuts to reduced funding from the Commonwealth.*3? |t appears that most jurisdictions
have reduced VET budgets for 2012-13.

Nevertheless all jurisdictions have signed up through the new National Partnership Agreement
on Skills Reform to an increase in completion of qualifications in the order of 375,000 nationally
over the life of the agreement, using a common baseline of the average of 2008 and 2009
calendar year data.*3 This equates to 3.7 per cent average annual growth in VET student
completions over the life of the agreement (2012 to 2017). Our modelling indicates that the
growth in demand for VET qualifications for the equivalent period (2012 to 2017) is 4.9 per cent
for the Long Boom scenario, 4.4 per cent for Smart Recovery, 3.3 per cent for Terms of Trade
Shock and 1.6 per cent for Ring of Fire. As such, even if completions are achieved as planned
the VET sector will fall short in delivering the VET qualifications needed in two of the higher
growth projections.




1.6 Realising efficiencies

This report has recommended a considerable expansion in funding particularly for the provision
of education and training in VET and higher education. The recommendation is at the low

end of what is perceived to be needed. The funding required could be contained or even
reduced if greater efficiency can be achieved. For instance much could be gained by increasing
completion rates in the VET sector, which are low. NCVER (2011) estimates a national

average qualification completion rate of 28.4 per cent.*3* Improving this rate would contribute
significantly to the required growth in qualifications and represent much more efficient use of
resources, both in terms of public monies and in industry and student investment.

We must guard, however, against increasing completion rates at the expense of quality. This
has been a significant risk in the VET sector where, as noted in Chapter 6, quality assurance
has been less than adequate and funding per hour of training has fallen by 20 per cent in the
last decade including 14 per cent from 2006 to 2010.4%%

Nevertheless it is clear that significant additional investment in training is required to

meet Australia’s workforce needs of the future. This investment will need to be made by
governments at all levels, by industry and by individuals. While the costs appear large in the
current fiscal environment, the investment is necessary and will pay for itself through increased
participation, output and government revenues.

While governments play an important role in providing funding for education and skills
development, investing in training is a shared responsibility. Employers make a significant
contribution to training, although much of this training is unaccredited and not recognised in
official statistics. Co-investment models such as the National Workforce Development Fund
are proving successful in engaging employers and delivering training that meets the needs of
industry.

Given the constraints on public expenditures and the private benefits that are received,
particularly from higher level courses, ways of tapping private expenditures further need
consideration.

Higher education and VET have been increasing their private revenues over a considerable
period. In higher education, Australian government grants in 2011 provided less than

45 per cent of total revenues. Student fees provided nearly 40 per cent: international student
fees 17 per cent, domestic student fees funded under the Higher Education Loan Program
(HELP) 14 per cent and upfront contributions and other fees and charges another 7 per cent.
Student loans under the HELP scheme involve the waiver of the real interest and of repayment
by those who do not reach the threshold for repayment. But repayments of loans now underpin
a considerable part of the current outlays.

Government grants make up about 80 per cent of the revenues of the publicly supported

VET sector. Domestic student fees provided less than 5 per cent of revenues in 2011 but the
student contribution is likely to grow with the rollout of HELP loans for diploma and advanced
diploma courses and their trialling for Certificate |V under the National Partnership Agreement
on Skills Reform. International activities provided nearly 5 per cent, though this substantially
understates the revenues as the large majority of international VET students and their fees are
received by private RTOs and are not currently recorded in the national financial statistics.
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It is not easy to estimate how much employers pay to higher education and VET institutions.
The extent to which employers pay student fees is not known. Fee-for-service activities in
higher education and VET, which might be attributed largely to employers, provided about

5 per cent of revenues in 2011.

In the VET sector the National Workforce Development Fund represents a way in which
employer contributions to training can be increased. Participants are contributing between
33 per cent and 66 per cent of the cost of training, far higher than the average private
contribution to the usual publicly provided VET. Consideration could be given to the
development of similar models for a larger share of VET training.

Expanding partnerships between tertiary providers to share facilities, equipment and
infrastructure as discussed in section 5.2 will also contribute to increased efficiency in the use
of resources.

Recognising the shared responsibility for education and training, we recommend that Australian
governments support the required increase in investment to meet Australia’s future skills needs

and position Australia as a knowledge economy.

Recommendation 7.2:

That Australian governments support an expansion of public and private funding of
at least 3 per cent per annum to meet industry demand and commit further funds to
support the implementation of the suite of measures outlined in this strategy, with
this additional expenditure increasing at an annual rate of $1,266 million (2011-12
prices) by 2025. These measures include:

v supporting the less advantaged to participate in training and work
v addressing the clear and urgent need to improve LLN skills

v increasing productivity by supporting workforce development

v improving quality and equity

v ensuring we have the adaptive capacity we need to meet the challenges of the
future world of work.
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Appendix 1 Additional tables

Table9  Persons employed by highest level qualification, by scenario

Average Average Average Average
annual annual ELLTE] annual

Highest level change change change change
qualification 2011-15 2015-20 2025 2020-25 2011-25
Long Boom
Postgraduate 887.1 1,067.3 47% 1,388.6 5.4% 1,753.0 4.8% 5.0%
Undergraduate 2,188.3 2,541.3 3.8% 3115 42%  3,678.7 3.4% 3.8%
Advanced diploma/
diploma 1.114.7 1,274.6 3.4% 1,541.9 3.9% 1,817.8 3.3% 3.6%
Certificate Il and IV 2,228.3 2,686.4 48%  3,352.1 45% 3,809.5 2.6% 3.9%
Certificate | and Il 396.9 358.9 -2.5% 318.5 -2.4% 281.5 -2.4% -2.4%
Total with post-school
qualifications 6,815.2 7,928.6 3.9% 9,716.2 42% 11,340.5 3.1% 3.7%
Total without post-
school qualifications 4,613.1 4,406.8 -1.1% 41111 -1.4% 3,721.4 -2.0% -1.5%
Total employment 11,428.3 12,335.4 1.9% 13,827.3 2.3% 15,061.9 1.7% 2.0%

Smart Recovery

Postgraduate 887.1 1010 3.3% 1,254.4 4.4% 1,534.8 41% 4.0%
Undergraduate 2,188.3 2,419.8 25% 2,858.5 3.4% 3,303.3 2.9% 3.0%
Advanced diploma/

diploma 1,147  1,216.7 22% 1,407.3 3.0% 1,607.9 2.7% 2.7%
Certificate lll and IV 2,228.3 2492 2.8% 2,933.9 3.3% 32135 1.8% 2.6%
Certificate | and Il 396.9 362.8 -2.2% 328.9 -1.9% 295.6 -2.1% -2.1%
Total with post-school

qualifications 6,815.2 7,501.3 24%  8,783.1 3.2% 9,955.3 2.5% 2.7%
Total without post-

school qualifications 4,613.1 4,440.6 -0.9% 4315 -0.6%  4,170.1 -0.7% -0.7%
Total employment 11,428.3 11,9419 1.1% 13,098 1.9% 14,125.4 1.5% 1.5%
Terms of Trade Shock

Postgraduate 887.1 1,060.7 46% 1,342.7 48% 1,665.5 4.4% 4.6%
Undergraduate 2,188.3 2,515.3 3.5% 12,9982 3.6% 3,485.9 3.1% 3.4%
Advanced diploma/

diploma 11147  1,259.7 3.1% 1,480.5 3.3% 1,708.2 2.9% 3.1%
Certificate Ill and IV 2,228.3 2,588.7 3.8% 31145 3.8% 3,434.8 2.0% 3.1%
Certificate | and Il 396.9 358.1 -2.5% 312.5 -2.7% 272.5 -2.7% -2.7%

Total with post-school
qualifications 6,8156.2  7,782.5 3.4% 9,248.4 3.5% 10,566.9 2.7% 3.2%




Average Average Average Average
annual annual annual annual

Highest level change change change change
qualification 2011-15 2015-20 2020-25 2011-25

Total without post-

school qualifications 4,6131  4,392.9 -1.2%  4,060.1 -1.6% 3,685.6 -1.9% -1.6%
Total employment 11,428.3 12,175.4 1.6% 13,308.5 1.8% 14,252.5 1.4% 1.6%
Ring of Fire

Postgraduate 887.1 957.7 1.9% 1,078.3 24% 1,214.6 2.4% 2.3%
Undergraduate 2,188.3 2,330.2 1.6% 2548 1.8% 2,772.2 1.7% 1.7%
Advanced diploma/

diploma 1,114.7 1,751 1.3% 1,259.7 1.4%  1,340.1 1.2% 1.3%
Certificate Il and IV 2,228.3 2,354 1.4% 2,525.3 1.4% 2,603.6 0.6% 1.1%
Certificate | and Il 396.9 380.6 -1.0% 358 -1.2% 329.6 -1.6% -1.3%
Total with post-school

qualifications 6,815.2 7197.7 1.4%  7,769.3 1.5% 8,260.2 1.2% 1.4%
Total without post-

school qualifications 4,6131 4,552.6 -0.3% 4,498.7 -0.2%  4,427.9 -0.3% -0.3%
Total employment 11,428.3 11,750.3 0.7% 12,268 0.9% 12,688.1 0.7% 0.7%

Source: Deloitte Access Economics, 2012, Economic modelling of skills demand and supply, Tables 5.6-5.9.
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Table 10 Number of additional qualifications required per annum under each scenario,

2012 to 2025 (“000)
Annual average for each period

All qualifications 2012-15 2016-20 2021-25 2012-25
Long Boom
Due to increasing labour market size 230 331 306 294
Due to changing employment composition 41 51 59 51
Due to retirement 180 211 259 219
Due to skills deepening 184 224 237 217
Due to skills broadening 60 73 72 69
Due to unemployment and not in the labour
force leakage 45 28 36 36
Total 740 920 969 886
Smart Recovery
Due to increasing labour market size 129 247 239 210
Due to changing employment composition 32 48 56 46
Due to retirement 187 222 264 227
Due to skills deepening 125 143 143 138
Due to skills broadening 41 47 43 44
Due to unemployment and not in the labour
force leakage 57 26 36 38
Total 571 734 781 705
Terms of Trade Shock
Due to increasing labour market size 189 249 231 226
Due to changing employment composition 47 52 62 54
Due to retirement 185 224 274 231
Due to skills deepening 166 198 201 190
Due to skills broadening 55 65 61 61
Due to unemployment and not in the labour
force leakage 48 23 85 34
Total 690 812 864 796
Ring of Fire
Due to increasing labour market size 79 105 89 92
Due to changing employment composition 26 35 46 37
Due to retirement 186 220 253 222
Due to skills deepening 57 59 52 56
Due to skills broadening 19 20 16 18
Due to unemployment and not in the labour
force leakage 80 44 41 54
Total 448 483 499 479

Source: Deloitte Access Economics, 2012, Economic modelling of skills demand and supply,
Tables 5.18-5.21 for employed persons and 5.23-5.26 for those unemployed or not in the labour force
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Table 11 Change in total number of people employed by industry, 2011-25 (‘000)

Change to 2025

Number
employed
Industry June 2011

Agriculture, Forestry and Fishing

Mining 132.4 109.1 76.8 2.2
Manufacturing -187.2 -169.3 -133.4 88.7
Electricity, Gas, Water and \Waste

Services 7.9 -5.2 3.4 -18.1
Construction 258.2 138.1 -32.1 -91.3
Wholesale Trade 110.8 61.1 58.4 -1.8
Retail Trade 256.5 186.8 173.2 68.6
Accommodation and Food Services 185.7 143.2 200.1 62.6
Transport, Postal and Warehousing 200.0 166.4 136.0 70.4
Information Media and

Telecommunications 63.3 45.2 53.2 36.5
Financial and Insurance Services 191.4 173.2 149.2 93.4
Rental, Hiring and Real Estate Services 74.9 48.9 S2.8 20.4
Professional, Scientific and Technical

Services 583.1 3539 433.7 233.5
Administrative and Support Services 133.2 75.3 91.2 28.7
Public Administration and Safety 155.7 1451 162.1 66.1
Education and Training 497.3 462.6 514.4 296.7
Health Care and Social Assistance 798.9 643.8 773.8 339.3
Arts and Recreation Services 78.9 731 82.8 45.4
Other Services

Source: Deloitte Access Economics, 2012, output model, October.
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Table 12 Change in total number of people employed by occupation, 2011 to 2025 ('000)

Change to 2025

Number Terms

employed, Long Smart of Trade Ring of
Occupation: ANZSCO 2011 Boom Recovery Shock Fire
Managers 1,457.8 641.5 508.0 519.8 334.8
Professionals 2,507.0 1,263.2 993.5 1,111.7 591.9
Technicians and Trades Workers 1,681.0 266.6 146.1 87.7 -33.5
Community and Personal Service
Workers 1,073.7 551.1 470.5 546.0 278.2
Clerical and Administrative Workers 1,699.1 379.6 251.0 266.3 441
Sales Workers 1,072.0 194.2 126.6 121.4 36.3
Machinery Operators and Drivers 750.1 142.0 91.8 63.2 -0.5
Labourers 1,187.5 195.5 109.6 108.2 8.4
All occupations 11,428.3 3,633.6 2,6971 2,824.2 1,259.8

Source: Deloitte Access Economics, 2012, October, Tables 5.1-5.5.

Table 13 Proportion of persons employed by occupation with a post-school
qualification, 2011 and 2025 (%)

Terms
Long Smart of Trade Ring of

Occupation: ANZSCO Boom Recovery shock Fire
Managers 63 77 74 77 69
Professionals 89 95 93 95 91
Technicians and Trades Workers 68 77 75 76 71
Community and Personal Service

Workers 59 89 82 88 70
Clerical and Administrative Workers B3 79 67 74 58
Sales Workers 85 56 46 52 39
Machinery Operators and Drivers 34 40 37 39 85
Labourers 31 85 33 34 32
Total 60 75 70 74 65

Source: Deloitte Access Economics, 2012, October, Tables 5.1-5.5.




Table 14 Top 10 occupation unit groups with largest increase in job openings
(from employment growth and retirement replacement) by modal

qualification, total, 2012-25

Long Boom

Higher education

Smart Recovery

VET (Certificate | to Advanced Diploma)

Registered Nurses 181,040 | Registered Nurses 162,487
Advertising & Sales Managers 119,396 | Advertising & Sales Managers 106,163
Software & Applications Programmmers 93,951 | Chief Executives & Managing Directors 83,324
Accountants 93,606 | Secondary School Teachers 80,334
Chief Executives & Managing Directors 89,324 | Accountants 77,027
Secondary School Teachers 84,781 | Software & Applications Programmers 74,750
Primary School Teachers 78,381 | Primary School Teachers 73,968
Private Tutors & Teachers 76,511 | Private Tutors & Teachers 73,750
Contract, Program & Project 68,575 | Contract, Program & Project 62,853
Administrators Administrators

General Managers 57,525 | General Managers 54,028

Aged & Disabled Carers 104,860 | Aged & Disabled Carers 95,621
Child Carers 103,704 | Child Carers 95,002
Electricians 77,060 | Electricians 65,476
Nursing Support & Personal Care \Workers 65,395 | Nursing Support & Personal Care Workers 59,009
Construction Managers 57,150 | Construction Managers 48,961
Real Estate Sales Agents 53,895 | Real Estate Sales Agents 46,429
Welfare Support Workers 49,445 | Welfare Support Workers 45,993
Metal Fitters & Machinists 46,754 | Education Aides 44,076
Plumbers 46,014 | Chefs 42,068
Education Aides 45,108 | Metal Fitters & Machinists 41,695

No post-school qualification

Sales Assistants (General) 176,882 | Sales Assistants (General) 153,509
General Clerks 141,187 | General Clerks 127,634
Retail Managers 136,551 | Retail Managers 122,020
Commercial Cleaners 95,5670 | Commercial Cleaners 83,602
Receptionists 92,221 | Receptionists 81,320
Office Managers 85,237 | Office Managers 77,845
Livestock Farmers 74,047 | Livestock Farmers 67,811
Truck Drivers 70,760 | Truck Drivers 65,693
Accounting Clerks 65,041 | Accounting Clerks 59,707
Drillers, Miners & Shot Firers 58,517 | Drillers, Miners & Shot Firers 52,863
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Terms of Trade Shock

Higher education

Ring of Fire

VET (Certificate | to Advanced Diploma)

Registered Nurses 180,474 | Registered Nurses 118,863
Advertising & Sales Managers 107,398 | Advertising & Sales Managers 93,783
Chief Executives & Managing Directors 83,419 | Chief Executives & Managing Directors 75,131
Secondary School Teachers 87,361 | Software & Applications Programmers 60,503
Accountants 80,889 | Private Tutors & Teachers 60,359
Software & Applications Programmers 80,766 | Secondary School Teachers 57,755
Primary School Teachers 80,675 | Accountants 57,721
Private Tutors & Teachers 77,736 | Primary School Teachers 51,771
Contract, Program & Project 64,113 | Contract, Program & Project 49,273
Administrators Administrators

General Managers 54,220 | General Managers 48,567

Aged & Disabled Carers 106,463 | Aged & Disabled Carers 70,674
Child Carers 105,644 | Child Carers 68,912
Nursing Support & Personal Care Workers 66,510 | Nursing Support & Personal Care Workers 42116
Electricians 50,867 | Electricians 42,936
Welfare Support Workers 50,137 | Welfare Support Workers 35,481
Education Aides 48,000 | Education Aides 33,209
Chefs 43,757 | Chefs 35,011
Real Estate Sales Agents 40,508 | Real Estate Sales Agents 36,786
Construction Managers 38,939 | Construction Managers 34,693
Metal Fitters & Machinists 37,569 | Metal Fitters & Machinists 32,650

No post-school qualification

Sales Assistants (General) 152,436 | Sales Assistants (General) 115,408
General Clerks 128,549 | Retail Managers 99,361
Retail Managers 122,391 | General Clerks 96,000
Receptionists 87,518 | Commercial Cleaners 66,484
Commercial Cleaners 87,214 | Office Managers 64,347
Office Managers 77,157 | Receptionists 58,366
Livestock Farmers 66,167 | Livestock Farmers 54,161
Accounting Clerks 58,772 | Accounting Clerks 49,808
Waiters 56,614 | Truck Drivers 45,637
Truck Drivers 56,037 | Sports Coaches, Instructors & Officials 37,346

Source: Deloitte Access Economics, 2012, output model, October.

Modal qualification based on 2011 Census highest qualification level by unit group.
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Table 15 Projected supply of qualifications by scenario and source, 2010 and 2025

Domestic Migration Total
Per annum change Per annum change Per annum change
2010-25 (%) 2010-25 (%) (%)
Long Boom
Postgraduate 1.9 1.8 1.9
Undergraduate 1.8 2.0 1.9
Advanced diploma/diploma 1.1 2.1 1.4
Certificate lll and IV 1.2 -0.9 1.2
Certificate | and Il 1.1 1.3 1.1
Total 1.4 1.8 15
Postgraduate 1.7 0.7 1.6
Undergraduate 1.8 1.1 1.6
Advanced diploma/diploma 0.9 1.4 1.0
Certificate lll and IV 1.0 -3.4 0.9
Certificate | and Il 0.9 1.1 0.9
Total 1.2 1.0 1.2
Postgraduate 1.6 -0.9 1.3
Undergraduate 1.6 -0.2 1.2
Advanced diploma/diploma 0.9 0.2 0.7
Certificate lll and IV 1.0 -10.3 0.9
Certificate | and Il 0.9 0.3 0.8
Total 1.2 -0.4 1.0
Postgraduate 0.9 -8.8 0.2
Undergraduate 1.1 -5.7 -0.1
Advanced diploma/diploma 0.2 -4.3 -0.7
Certificate lll and IV 0.2 N/A 0.0
Certificate | and Il 0.1 -1.8 0.0
Total 0.5 -6.2 -0.1

Source: Deloitte Access Economics, 2012, Economic modelling of skills demand and supply, Tables 7.1, 7.4 and 7.6.
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Table 16  Cumulative surplus (+) or deficit (-) of annual demand and supply flows
(qualifications)

Years to: 2012-15 2016-20 2021-25

Long Boom

Postgraduate -73,630 -241,647 -363,058

Undergraduate -131,421 -398,816 -556,235
Advanced diploma/diploma -188,221 -364,264 -442,448
Certificate lll and IV +49,009 -68,584 +119,236
Certificate | and Il +231,498 +274,369 +304,905

Total

-112,766 -798,942 -937,600

Smart Recovery

Postgraduate -3,747 -140,057 -231,370
Undergraduate +7,326 -216,741 -335,692
Advanced diploma/diploma -113,824 -255,708 -313,554
Certificate Ill and IV +272,737 +205,706 +366,113
Certificate | and Il +261,758 +308,441 +340,811

Total
Terms of Trade Shock

Postgraduate

+424,251 -98,359 -173,692

-72,392 -213,033 -334,229

Undergraduate -128,339 -355,798 -631,978
Advanced diploma/diploma -178,825 -323,824 -399,383
Certificate lll and IV +152,343 +72,944 +253,310
Certificate | and Il +246,176 +298,103 +321,532

Total
Ring of Fire

+18,963 -5621,609 -690,747

Postgraduate +78,389 +27,426 -42,645
Undergraduate +170,812 +77,042 -70,121
Advanced diploma/diploma -39,845 -99,166 -143,219
Certificate Il and IV +445,376 +532,874 +582,251
Certificate | and Il +264,922 +344,066 +352,027
Total +919,655 +882,241 +678,291

Source: Deloitte Access Economics, 2012, demand supply balance tables (individual years) (L).
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Appendix 2 2013 Specialised
Occupations List

ANZSCO Occupation

1331 Construction Managers

1332 Engineering Managers
133513  Production Managers (Mining)
1341 Child Care Centre Managers
1342 Health and Welfare Services Managers
1343 School Principals
1344  Other Education Managers
2211 Accountants(a)

2212 Auditors, Company Secretaries and Corporate Treasurers(b)

2221 Financial Brokers

2241 Actuaries, Mathematicians and Statisticians(c)

2245 Land Economists and Valuers

2311  Air Transport Professionals

2312 Marine Transport Professionals
2321 Architects and Landscape Architects

2322  Surveyors and Spatial Scientists

2326 Urban and Regional Planners

2331 Chemical and Materials Engineers

2332 Civil Engineering Professionals

2333 Electrical Engineers

2334 Electronics Engineers

2335 Industrial, Mechanical and Production Engineers

2336 Mining Engineers

2339 Other Engineering Professionals

2341 Agricultural and Forestry Scientists
234211  Chemists
2346 Medical Laboratory Scientists

2347 Veterinarians

234912 Metallurgists

234913 Meteorologists

234914  Physicists [Specifically Medical Physicists](d)
2411 Early Childhood (Pre-Primary School) Teachers
2412  Primary School Teachers
2413 Middle School Teachers
2414  Secondary School Teachers

2415  Special Education Teachers




ANZSCO Occupation

2421  University Lecturers and Tutors

2493 Teachers of English to Speakers of Other Languages
2511  Dietitians

2512  Medical Imaging Professionals

2513  Occupational and Environmental Health Professionals
2514  Optometrists and Orthoptists
2515 Pharmacists

251912  Orthotists and Prosthetists

2521 Chiropractors and Osteopaths

2523 Dental Practitioners

2524  Occupational Therapists

2525 Physiotherapists

2526 Podiatrists

2527 Speech Professionals and Audiologists

2531 Generalist Medical Practitioners
2532 Anaesthetists

2533 Specialist Physicians

2534  Psychiatrists

2535  Surgeons

2539 Other Medical Practitioners
2541  Midwives

2542 Nurse Educators and Researchers

2543 Nurse Managers
2544  Registered Nurses

2611 ICT Business and Systems Analysts

2613 Software and Applications Programmers

263111  Computer Network and Systems Engineers

2633 Telecommunications Engineering Professionals
2711  Barristers(e)

2712 Judicial and Other Legal Professionals(e)
2713 Solicitors(e)

2723 Psychologists

2725  Social Workers

3122  Civil Engineering Draftspersons and Technicians

3123 Electrical Engineering Draftspersons and Technicians

3124  Electronic Engineering Draftspersons and Technicians

3132 Telecommunications Technical Specialists

3211  Automotive Electricians

3212 Motor Mechanics

3221 Metal Casting, Forging and Finishing Trades Workers
3222 Sheet Metal Trades Workers
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ANZSCO Occupation

3223 Structural Steel and Welding Trades Workers

3231 Aircraft Maintenance Engineers
3232 Metal Fitters and Machinists
3233 Precision Metal Trades Workers
3241 Panel Beaters

3243 Vehicle Painters

3311 Bricklayers and Stonemasons

3312 Carpenters and Joiners
3321 Floor Finishers

3322 Painting Trades Workers
3331 Glaziers

3332 Plasterers

3334 Wall and Floor Tilers
3341 Plumbers

3411  Electricians

3421 Air-Conditioning and Refrigeration Mechanics
3422 Electrical Distribution Trades Workers
3423 Electronics Trades Workers

3424 Telecommunications Trades \Workers

3941 Cabinetmakers

3942 Wood Machinists and Other Wood Trades Workers
3991 Boat Builders and Shipwrights

3996 Sign Writers

4111 Ambulance Officers and Paramedics

4112 Dental Hygienists, Technicians and Therapists
4114 Enrolled and Mothercraft Nurses

4115  Indigenous Health Workers

4211 Child Carers

4231 Aged and Disabled Carers

4233 Nursing Support and Personal Care Workers

4412  Fire and Emergency Workers
4413 Police

(a) Professional accountants only

(b) Auditors only

(c) Actuaries only

(d) Medical physicists only (can demonstrate appropriate qualification)
(e) Legal professionals admitted to practice only
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Appendix 3 Workforce development
plan

Workforce development can boost productivity and the
innovative capacity of enterprises. In the enterprise,
workforce development is concerned with:

v

v

1. ldentify goals/desired outcomes of workforce development, for example:
v improved productivity

¥ more innovation.

2. Relate workforce development goals/outcomes to strategic priorities as identified in
business plan, for example:

v planned business expansion

v move to new products/markets.

3. ldentify context for workforce development in terms of the environment impacting on
business workforce needs, for example:

v market demand
v competition for skills

v regulatory changes.

4. ldentify current workforce profile:
v demographics (if relevant)
v skills and qualifications audit

v part-time/full-time/casual profile.

5. Identify budget available for investment in workforce development and available
sources of funding, e.g. internal resources, the NWDF.
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12.
13.

14.
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Identify workforce development needs of organisation, for example:
v leadership/management capability
v recruitment

v retention

A}

job design
v maximising staff capabilities

v training.

Add any particular workforce priorities, for example:
v retain older workers

v design part-time role for person with disability.

Analyse gaps in capability for future needs, for example:
v expected retirements

v upskilling requirements.
Identify future workforce profile based on outcomes of previous steps.

Develop plan to address needs (see template on next page):

v triple focus on human resources practices/organisational design, learning and
innovation capacity

v include measurement and evaluation process.
Identify provider if training is part of workforce development plan.
Implement workforce development plan.

Carry out measurement and evaluation.

Repeat process at regular intervals or when firm is undergoing change, for example

technological or organisational change or restructuring.
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Appendix 4 Australian Workforce

and Productivity Agency
supporting activities

To support the activities associated with this strategy,
AWPA plans to:

v

annually benchmark progress towards the required 3 per cent growth in enrolments to
ensure the education and training system is meeting workforce needs

maintain the Specialised Occupations List in recognition that planning is required where
there is a long lead time, strong occupational fit and high opportunity cost

work collaboratively with industry, the jurisdictions and other stakeholders to coordinate
the development of strategic workforce development plans for priority sectors as
identified by our scenarios and other labour market indicators

conduct a capability review to assess the extent to which workforce development tools
and standards in Australia at all levels (national, regional, sectoral, enterprise and local) are
fit for purpose

propose revised guidelines for the National Workforce Development Fund to facilitate
recommendation 2.1

lead in cross-agency collaboration between relevant agencies to streamline and coordinate
the full range of existing and upcoming workforce and skills programs (including
employment services) for employers and to scope and develop further opportunities for
using government funding to leverage employer investment, both financial and in-kind

lead a review, if requested, of VET in Schools that will examine:
v the need to clarify the policy and funding framework for VET in Schools

v how to address obstacles for young people making the transition from VET in
Schools to work and further education

v policy on VET in Schools delivery across jurisdictions, including implementation of
the requirement for work placements for all VET qualifications

lead a review, if requested, in 2013 with a focus on:

v the interface between VET and higher education (role of higher level VET
qualifications vis-a-vis higher education qualifications)

v the delivery of higher education qualifications in VET institutions.
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Appendix 5 2013 National Workforce
Development Strategy

costing

Resourcing
Recommendation Comment Resourcing 2014 2015-2025
Workforce planning
1.1 Annual increase Funding also to be fully indexed. $860m additional Compounds
o . . .
of 3% !n tertiary Tosisll WET Sxpandiitie = =T public a.nd pr.|vate annually to .
education expenditure in 2014 [ $1,1790m public
L less overseas student fees + .
qualifications to 2025 and private

Commonwealth VET related (e.qg.
employer incentives) + student
assistance in VET (estimate 19%
of tertiary student assistance). VET
total estimate just under $10b.

Total higher education expenditure =
Total higher education expenditure
less income from overseas
students, research funding and
consultancies + Commonwealth
student assistance for higher
education (estimate of 91% of

total student assistance). Higher
education total estimate just

under $18b.

Total VET + higher education
estimate $28b in 2011 prices.

Public/private
allocation to be
broadly in line with
current provision

v Public grants
provide 80%
of VET funding
for domestic
students including
assistance to
employers and
student assistance

v Public grants
and HELP loans
provide 76 % of
higher education

expenditure in
2025

maximise the use of employee skills
and complement training delivery.

Productivity
2.1 Adjust NWDF To allow other workforce Within existing
guidelines development activities that resources

2.2 Joint funding of
Enterprise Connect
and Skills Connect

Seek greater alignment of business
improvement and skills programs to
support workforce development for
SMEs. Includes NWDF.

Within existing
resources

2.3 Extend Enterprise
Connect

Enterprise Connect extended to
SMEs industries such as hospitality
and retail.

Total proposed Enterprise Connect
funding $41.4m in 2014. From 2015,
$42.8m annually to 2025.

Additional $17m in
2014

(Increase from
Australian
Government but
program is co-
funded)

Additional
$18.4min 2015
and each year
to 2025




Resourcing

Recommendation Comment Resourcing 2014 2015-2025
2.4 Review leadership Review commissioned by Australian | Within existing
and management Government, to include front-line resources
management.
2.5 Governments Support proposals from regional $15m in 2014 (jointly |$15m per

co-fund regional
employment
and workforce
development

partnerships to increase the
efficiency of local resource
allocation. Funding from
Commonwealth and jurisdictions
where there is co-founding from
regional partners.

from Commonwealth
and jurisdictions
where there is co-
funding)

annum to 2025

Participation

3.1 Goal of 69% labour
force participation by
2025

Given the link between qualifications
and employment, raising skill levels
to make a significant contribution.

See
recommendations 1.1
and 3.4

3.2 Co-fund industry-led
initiatives to support
employment for
men and women

Commonwealth co-funding of
industry-led initiatives in skills
shortage areas.

$1min 2014
(Australian
Government funding
where there is

$1min 2015
$1m in 2016

Reviewed after

in non-traditional industry co-funding) | third year
occupations
3.3 Consider upscaling E.g. Experience+ Review within
approaches to help existing resources
older workers (45+)
to re-enter the
workforce
3.4 Additional funding Meeting industry demand for $200m in 2014 AWPA allows

for training delivery
strategies and
wraparound services

qualifications and increasing
participation will require increased
participation in training and

(Australian
Government)

for continuing
growth in our
cost projections

employment from the less to $700m by
advantaged. 2025
3.5.1 Better alignment of | To occur in the 2015 review of the | Within existing
incentives for JSA | Job Services Australia contract by resources
to work with RTOs | the Australian Government.
3.5.2 Extend JSA post- $9m in 2014 $36.2m over
placement support (Australian four years
to 52 weeks Government)

Approx $9.5m
per annum in
2025

Language, literacy and numeracy

4.1 National sample
survey for the
assessment of
literacy and numeracy

To occur every five years from 2015.

$4.25m in 2014
(Australian
Government)

$4.25m in 2015
$8.5m in 2020
$8.5m in 2025

4.2 LLN national public
awareness campaign

Promote the development of LLN
skills as a mainstream issue and
showcase assistance available.

$7m for design
and one-year
delivery (Australian
Government)

$7m for delivery
in 2015
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Recommendation

4.3 Comprehensive
national LLN
information service

Comment

Information service includes
expanded funding for the Reading
Writing Hotline and an interactive
website. Current hotline underfunded
at $410,000 per annum.

Resourcing 2014
$1min 2014

Reading Writing
Hotline $2m per
annum. (Australian
Government)

Resourcing
2015-2025

Total $3m per
annum to 2025

4.4 Fund Workplace
Champions

To help foster a culture of lifelong
learning and promote training in the
workplace. Costs include developing
and delivering training as well as
time off to train. 500 Workplace
Champions trained per year to 2025,
advanced training built in over time.

$500,000 in 2014—
includes developing
and delivering training
and time off to learn.

(Australian
Government and
employers)

Increases each
year to 2025
with additional
Champions
and advanced
training

$2.3min 2025

4.5 Upscale LLN
Practitioner
Scholarships

There are currently 90 scholarships
per year and demand exceeds
supply. At an average of $5,000 per
scholarship, 200 would cost $1m
per annum.

$1m per annum in
2014

$1m per annum
10 2025

4.6 Evaluation and
national pilot of an
online foundation
skills assessment

Based on existing initiatives such as
the Basic and Key Skills Builder and
RU Ready?

Evaluation—
$200,000 in 2014
Piloting—
$200,000in 2014

Piloting
$200,000 in
2015. National
rollout not
costed

Adaptive capacity

5.1 Align and strengthen
career development
advice services

Improve coordination of existing
career development services,
explore ways to more actively
involve industry and establish a
national brand.

$500,000 in 2014

$500,000 per
year to 2017

5.2 Governments review
their entitlement
systems

To ensure restrictions to publicly
subsidised qualifications do

not undermine the capacity of
individuals to adapt to labour market
change.

See
recommendation 1.

5.3 Support transitions
from higher level VET
and higher education
to employment

Australian Government work
with VET and higher education
stakeholders and peak industry
bodies to expand work-integrated
learning and establish co-funded
professional cadetships.

Within existing
resources

5.4 NSSC and ISCs
further develop
reforms in VET
products for the 21st
century.

Investigate how training packages
can most effectively build
individuals' adaptive capacity for
the changing context and nature of
work.

Within existing
resources




Resourcing

Recommendation Comment Resourcing 2014 2015-2025

Quality

6.1 Review of funding in | Determine an appropriate price for |[$3m
the VET sector the delivery of high-quality VET.

6.2 Measures to be v Externally set and administered Consideration of
considered in the assessments for identified high- | measures within
NSSC review of the risk qualifications existing resources
standards for the . .
regulation of VET v Higher Ievgl regu.|rements on

RTOs seeking initial and renewal
registration to deliver identified
high-risk qualifications.

6.3 National body and Includes excellence in VET teaching, | $14.5m in 2014 $14.5m per
program for VET learning and assessment; teaching | for national body annum for
based on the Office |and learning strategies to develop and $40m in 2014 national body
for Learning and adaptive capacity and e-learning; for VET workforce and funding
Teaching professional development to development strategy | per annum at

improve LLN; and a national VET $42m in 2015,

workforce development strategy. $47m in 2020
and $52m in
2025 for VET
workforce
development
strategy

Investment

71 Extend student
start-up scholarships
to full-time VET
students in receipt of
government support

80,000 VET students estimated to
receive support under ABSTUDY,
Austudy and Youth Allowance

in 2012-13. Startup scholarship
payment is $1,097 each 6 months.

$175m in 2014
(Australian
Government)

$200m in 2015

Future
allocation from
VET funding
review (rec 6.1)

Funding to

rise in line
with growth

in student
numbers to
$245m in 2025

7.2 Governments
support expansion
of public and
private funding of
at least 3% per
annum to meet
industry demand
and commit further
funds to support
implementation of
measures outlined in
this strategy

Additional expenditure increasing at
an annual rate of $1,266m (2011-12
prices) by 2025.
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Appendix 6 Methodology for
estimating fiscal costs
and benefits from
recommended further
investment in tertiary
education

This appendix details the methodology used to compare the increase in Australian Government
revenue relative to the costs in 2025 that would flow from the investments recommended

in this strategy. The methodology does not aim to provide a precise figure but rather a
conservative indication of the magnitude of the fiscal gains relative to the costs of the
recommendations.

The methodology to establish revenue primarily involves an assessment of the revenue gains
resulting from increased labour force participation as a result of adopting the recommended
policies compared with the counterfactual of continuing current policies. The three main steps
adopted as part of the methodology are set out below:

v estimating the increase in participation that would result from adopting the recommended
policies relative to the increase in participation which might be expected from a
continuation of present policies, as projected in the Treasury Intergenerational Report
(IGR) 2010

v estimating the resulting increase in GDP from that increase in participation
v estimating the effect of such GDP increase on government revenue.

This methodology was undertaken for each of the three highest growth scenarios—the Long
Boom, Smart Recovery and Terms of Trade Shock. Each of the steps is discussed in greater
detail below.

To fully consider the benefits of the proposals, we need to consider our proposed expenditure
to implement the recommendations of the National Workforce Development Strategy relative
to projected expenditure in the IGR which assumes the continuation of existing policy to 2025.

The main steps in achieving this are:

v estimating the total cost of our proposed recommendations to 2025, using the 2010-11
Budget as a base. Also estimating the total public element of the investment required

v identifying the cost of continuing existing policy as defined by Treasury and which is
consistent with their projected growth rate for tertiary education expenditure as shown in
the IGR 2010

v identifying the difference between the cost of our recommendations in 2025 and those of
the IGR in 2025, and comparing this to the estimated difference in revenue outlined above.
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The impact on labour force participation

In order to estimate the effect of the recommended policies on participation in 2025, it is
necessary to apply an appropriate participation rate for the purpose. The participation rate is
generally defined as the labour force (that is the total of those who are employed or actively
seeking employment) as a percentage of the civilian population aged 15 years and over.*3¢
However, the present methodology applies a narrower participation rate limited to workers
aged between 20 and 59.

For the purposes of the present methodology, a narrower participation rate comprising
individuals aged between 20 and 59 is more appropriate, as the participation of older people is
less dependent on their qualifications. This more limited definition of participation also provides
a more conservative measure of revenue that would be gained.

As noted in Chapter 3 of this strategy, there is a strong positive correlation between
qualifications and labour force participation.*®” This relationship is likely to become stronger
over the modelled period, 2012 to 2025. As highlighted by this strategy, likely futures will
be characterised by greater and more rapid structural change than in the past. Increased
qualifications will enhance the capacity of labour force participants to adapt to this change,
particularly changes in the labour market.

However, evidence suggests that the relationship between new qualifications and participation
is not as strong for individuals over 60 as it is for individuals aged between 20 and 59. The
participation rate of individuals over 60 has grown markedly during the last decade, from

14.1 per cent in 2001 to 23.5 per cent in 2012.4%8 This increase includes a significant proportion
of participants who are already highly qualified. This suggests that for those aged over 60,
decisions to remain in the labour force may be driven as much or more by factors such as
financial circumstances, existing educational attainment and lifestyle choices, rather than the
achievement of additional qualifications.

Given this weaker correlation for the 60 and over age group, people aged 60 and over were
excluded from the participation rate used by this methodology. The decision to exclude this
cohort also reflects the conservative nature of the methodology. For example, skills broadening
and deepening of individuals approaching 60 during the modelled period would likely enhance
their ability to adapt to changes in the labour market, and their chances of retaining employment
in their fifties. In turn this higher participation rate for people in their fifties can be expected

to flow on and have a positive effect on their participation post 59 years of age. This positive
effect on participation is not accounted for by this methodology, and is an aspect of its overall
conservatism.

Individuals aged between 15 and 19 are excluded from the participation rate used by the
methodology for similar reasons. Individuals in this cohort have increasingly opted to remain in
formal education rather than join the labour market. This trend, which also reflects government
policy, will enhance the adaptive capacity of Australia’s future workforce. However, it would
also distort the participation rate for present purposes.

The above discussion highlights the beneficial role of qualifications in enhancing the ‘adaptive
capacity’ of labour force participants, particularly for those aged between 20 and 59. In

this regard, qualifications can be viewed as a necessary, albeit not sufficient, condition for
participation.
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To assess the effect of adopting the recommended policies on participation in 2025, it is also
necessary to select an appropriate counterfactual for comparison (a base case showing a state
of the world where the recommendations are not followed). The participation projections used
for the 2010 IGR were adopted for this purpose. The IGR projections were selected as they
assess the financial implications of continuing current policies and trends over a period that
includes 2025. The IGR projects the participation rate of those aged 20 to 59 to be 83.9 per
cent in 2025. As at November 2012 the rate was 78.6 per cent.*3°

To assess the changes that would be brought about by the recommended policies, the

IGR projection was compared to the participation rates in 2025 in the three highest growth
scenarios—the Long Boom, Smart Recovery and Terms of Trade Shock. The results are shown
in Chart A. As can be seen the resulting differences in participation range from 1.3 to 3.4
percentage points, indicating the increase in participation by those aged 20 to 59 in all three
scenarios relative to a continuation of present policies and trends.

Chart A Participation rate of 20- to 59-year-olds in 2025

20-59 IGR 20-59
Scenario participation rate participation rate Difference (% pt)
Long Boom 87.3% 83.9% 3.4%
Smart Recovery 85.2% 83.9% 1.3%
Terms of Trade Shock 85.6% 83.9% 1.7%

The impact on GDP

To estimate the increase in GDP from the changes in participation identified above, it was
necessary to first estimate the resulting change in employment for each scenario relative to the
counterfactual. The change was estimated by:

v taking the population projections for each scenario and applying the relevant change in the
participation rate identified in Chart A above (to calculate the change in the number of 20-
to 59-year-olds participating in 2025 for each scenario)

v subtracting from the above number an estimate of the change in unemployment for each
scenario relative to the counterfactual.*4°

The resulting increase in employment for each scenario compared with the counterfactual
is shown in Chart B. As can be seen, the increased participation identified in Chart A above
results in an increase in employment relative to the counterfactual in each of the three
scenarios.

ChartB Employment effect of increased participation rate in 2025

20- to 59-year-olds  20- to 59-year-olds employed

Scenario employed (IGR participation rate) Difference
Long Boom 12,540,864 12,049,995 41%
Smart Recovery 11,750,173 11,577,613 1.5%
Terms of Trade Shock 11,827,744 11,596,993 2.0%




The increase in GDP from the abovementioned increase in employment was determined by
assuming a proportionate relationship between the growth rates for the two variables. There
are a variety of factors that may influence the relationship between employment growth and
GDP growth. On one hand, as additional units of labour are employed, marginal returns may
fall, implying that a 1 per cent increase in employment may result in a less than 1 per cent
increase in GDP. On the other hand, the investment proposed by this strategy not only provides
skills to enable additional participation in the labour force but would also increase the skills of
existing participants,**' enhancing their productivity.**? Overall, in the present circumstances it
is likely that the latter effect would be greater than the former. Despite this, a conservative one-
for-one relationship between employment growth and GDP growth was adopted. The results
are detailed in Chart C below.

ChartC 2025 GDP (2011 dollars, “000,000)

Under scenario Under IGR
Scenario participation rate participation rate Difference (%)
Long Boom 2,318,067 2,227,334 4.1%
Smart Recovery 2,027,070 1,997,301 1.5%
Terms of Trade Shock 2,143,632 2,101,811 2.0%

The impact on Australian Government revenue

A 10-year historical average (2001-2011) of total taxation revenue as a proportion of GDP

was used as the basis for estimating the revenue implications of the changes in GDP identified
in Chart C above. The resulting increase in tax revenue was calculated by multiplying the
relevant change in GDP for each scenario by the 10-year average of taxation share of GDP
(29.6 per cent).** The results are shown in Chart D. In all scenarios taxation revenue would
increase by over $8 billion (in 2011 dollars).

ChartD 2025 tax revenue (2011 dollars, ‘000,000)

Under scenario Under IGR
Scenario participation rate  participation rate Difference ($) Difference
Long Boom 686,148 659,291 26,857 41%
Smart Recovery 600,013 591,201 8,812 1.5%
Terms of Trade Shock 634,515 622,136 12,379 2.0%

In addition, the projected increases in participation might also be expected to lead to reductions
in government expenditures, as many of the people who would then remain in employment
would otherwise be likely to be receiving Australian Government income support, principally in
the form of parenting payments and disability support pensions. The exclusion of this reduction
in government outlays from the analysis, and focusing on the revenue impact alone, is a further
factor leading to a conservative estimate of the overall improvement in Australian Government
fiscal positions which might be expected from the projected improvements in participation.
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Methodology for estimating expenditure

To fully consider the benefits of our proposals in relation to estimated revenue as detailed
above, we need to consider our proposed expenditure relative to expenditure in the IGR.

Our recommendations include 3 per cent per annum growth in qualifications to 2025,

funding to support the less advantaged to participate in training and employment pathways,
and strategies to improve language, literacy and numeracy skills. These areas of focus are
underpinned by strategies to increase productivity by supporting workforce development,
measures to improve quality and equity and ways to ensure we have the adaptive capacity we
need to meet the challenges of the future world of work.

We have developed an estimate of costs for our recommendations using the following method:

v Total VET expenditure = VET less overseas student fees + Commonwealth VET-related
expenditure (e.g. employer incentives) + Student assistance VET (estimate 19 per cent
of tertiary student assistance). Our estimate for VET total expenditure in 2011 is just
under $10 billion.

v Total higher education expenditure = Total higher education expenditure less income
from overseas students, research funding and consultancies + Commonwealth student
assistance for higher education (estimate 91 per cent of total student assistance). Our
total higher education expenditure estimate is just under $18 billion in 2011.

v Our estimate of total VET and higher education expenditure is $27.8 billion in 2011 in real
terms. To estimate expenditure in 2012 we assumed 3 per cent growth in VET and higher
education funding. This gives a figure of $28.3 billion in 2012, which is based on public and
private expenditure.

v To determine public expenditure alone, we estimate that in 2011, 88 per cent of VET and
about 56 per cent of higher education expenditure was public. For higher education the
HELP outlays made up 18 per cent of revenues. The public cost of the outlays for HELP
is estimated at 25 per cent to allow for non-repayment of those who do not reach the
threshold and the waiver of real interest. Overall we estimate that the public cost of VET
and higher education (excluding research and international) at 71.5 per cent of the total.
We have assumed all other costs of our recommendations are 100 per cent public.

v Therefore our baseline for our expenditure is 71.5 per cent of $28.3 billion in 2012, which
gives us an estimated public expenditure of $20.2 billion. When we apply a 3.16 per cent
annual growth (comprising funding for the 3 per cent annual increase in qualifications plus
all other qualifications over 13 years), our estimated public expenditure in 2025 is
$30.3 billion in real terms. See Chart E below for more detail.




ChartE  Strategy cost by public and private spend

Annual Annual
rate of rate of
increase increase

Increase 2013 to Increase 2012 to

Policy recommendation from 2025 from 2025
settings 2012 2013 2025 2013 (12years) 2012 (13 years)

Higher education and VET
expenditure growing at 3%
per annum from 2013 28,296 28,664 40,868 12,204 3.0 12,5672 2.87

Total investment 28,296 28,689 41,959 13,270 3.22 13,663 3.08
Estimated public spending
71.5% of higher education

and VET 20,232 20,495 29,221 8,726 8,989

Presume 100% of all other

recommendations 0 25 1,091 1,066 1,091

Total public spending 20,232 20,520 30,312 9,792 3.30 10,080 3.16

ChartE1 Costsummary

Increase ($ millions) 2013 to 2025 2012 to 2025
Total increase 13,270 13,663
Public only increase 9,792 10,080

The next step is to identify the cost of continuing existing policy as defined by Treasury and
which is consistent with the projected increase in tertiary education expenditure as shown in
the 2010 IGR.

There are quite significant differences between the IGR assumptions for education expenditure
and our approach. It appears that this is because Treasury does not include the same items as
we do, with apparent exclusions of state expenditure and student assistance. The IGR estimate
for tertiary expenditure is for Australian Government education spending only. In 2011-12

the IGR spending is $11.6 billion (compared to our figure for Australian and state and territory
spending of $20.2 billion). The IGR estimate for 2024-25 is $21.6 billion (compared to our
$28.9 billion). More details about the Treasury estimates are at Chart F.
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ChartF  Treasury IGR education expenditure nominal and estimated real growth rates,
2011-12 to 2024-25

Annual Annual growth
growth rate rate 2011-12
2011-12 2024-25 2024-25 201112 to to 2024-25
(nominal (nominal (real 2011-12 2024-25 (estimated
values) values) values) (nominal %) real %)
GDP ($ million;
% growth rates) 1,428,030 2,801,770 2,110,424 5.3% 3.1%
Higher education
expenditure (% GDP) 0.26% 0.25% 0.25%
VET expenditure
(% GDP) 0.55% 0.52% 0.52%

Total tertiary
education expenditure
(% GDP) 0.81% 0.77% 0.77%

Total tertiary
education expenditure

($ million) 11,567 21,574 16,250 4.9% 2.6%
Total tertiary

recipients 2,554,659 2,871,545 2,871,545 0.9% 0.9%
Expenditure per

recipient ($) 4,528 7,513 5,659 4.0% 1.7%

Treasury's annual average growth rate for expenditure is 2.6 per cent. To estimate the cost of
continuing policy based on expenditure we can apply the Treasury tertiary education real annual
growth rate of 2.6 per cent to our 2012 base public expenditure of $20.2 billion. Applying the
2.6 per cent growth in expenditure gives a total public expenditure of $28.2 billion in 2025 to
continue existing policy. In 2025 this is $2.1 billion less than if our expenditure growth rate of
3.16 per cent is applied to our base of $20.2 billion to reflect this strategy’s recommendations.
See Chart G below.

Chart G  Cost/benefit comparison for the different additional cost methods in 2025

($ million)
Terms of Trade

Long Boom Smart Recovery Shock
Government revenue from difference
between AWPA and IGR participation rate 26,857 8,812 12,379
Difference between AWPA and projected
additional IGR expenditure (2.6% growth) 2,066 2,066 2,066
Balance 24,791 6,746 10,313




Conclusion

The above methodology is not intended to provide a precise assessment of the revenue that
would be generated by the recommendations and the additional costs involved. However, it
does provide a conservative estimate of the benefits of investing in our future, as envisaged
by the strategy. Even discounting for very considerable margins of potential error, clearly these
benefits are very likely to far exceed the costs.

In fact our best estimate is that by 2025 the additional expenditure to finance this strategy’s
recommendations will amount to $2.1 billion more than the cost of continuing existing policy.
This is clearly very much less than the revenue benefits, which are estimated to amount to
$24.1 billion in the Long Boom, $6.7 billion in Smart Recovery, and $10.3 billion in the Terms of
Trade Shock scenarios.

Furthermore, these estimated revenue benefits are derived primarily from considering the
effects of this strategy’s recommendations on labour force participation in 2025 and the
impact of improved participation on employment and GDP. However, there are numerous
other benefits that would be derived including improved productivity of existing participants
from skills deepening and broadening; improved efficiencies from avoiding skill shortages; and
provision for a more inclusive society and one which is less dependent on government income
support.
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Note that these projections are for qualifications and not for people. Given the propensity for people

to hold more than one post-school qualification, by 2025 the annual shortfall of qualified people with
qualifications at diploma level or above is projected to range from 108,650 to 162,485. The range reflects
the variety of scenarios on which AWPA's modelling is based. See discussion of scenarios in Chapter 1.
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