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Summary

This paper outlines the challenges and opportunities Australia faces in addressing the skills
needs of existing and mature age workers (referred to in the paper as workforce skills
development). It outlines the issues that must be addressed to raise investment and
participation levels in workforce skills development, and proposes a policy framework for
consideration by MVCTE.

Workforce knowledge and skills are primary drivers of workforce participation and

productivity. Workforce skills needs are deepening and intensifying with different skills

required for the workforce of the future. Firms report that an inability to find and retain
skilled staff is a major barrier to growth.

There is arisk tha t skills shortages and outdated, obsolete skills will hamper productivity
growth and drive up costs, whereas the accumulated skills and experience of the current
workforce should provide a sound basis for re -investment.

For firms, individuals and the community generally, there are also many specific benefits
which are likely to flow from investment and participation in workforce skills development.

Workforce skill s development is also a global priority, particularly in those countries with
rapidly ageing populations and also in countries with younger workforce profiles.

Australia is potentially well placed to meet the challenge of workforce skills development as

it has high levels of adult participation in post school education and a relatively accessible

and fl exible VET system. However, Australiads high pa
a high workforce qualifications profile relative to other countries. Many adult Australians

also have low literacy and humeracy levels. Participation in post -school education and

training is also strongly associated with levels of educational attainment, income and

occupation. Adults also acquire new skills and knowledge ou tside of formal education and

training, particularly as they get older.

Many factors influence investment and participation in workforce skills development.

Specific barriers relate to unwillingness by employers and individuals to invest and

participate in  workforce skills development in terms of their perception of the likely benefits
in relation to competing demands for time and resources.

Other government policies, in areas such as taxation, retirement and superannuation, may

also influence participation and investment. While government and industry have begun to

take action to improve workforce skills development more must be done. A comprehensive

and integrated policy framework is required which  build s on what has been achieved to date
through VET refor m, with an explicit focus on the needs of existing and mature age

workers . Itis proposed that the policy framework be based on the following four key
objectives , supported by a range of strategies (which are further detailed on page s 7-8):

1. Build ing acult ure of continuous workforce skills development

1 By promoting the benefits of workforce skills development, support and advice to
firms and learners and providing tools to identify and address skills needs.

2. Betterintegrat in g work -based learning and VET

1 Through part nerships between firms and RTOs and by using experience d workers as
trainers and mentors

3. Increas ing andwid ening participation in workforce skills development
1 By increasing system capacity and improving incentives
4. |mprov ing outcomes from workfo rce skills development

1 By ensuring that programs meet adult learner needs, by improving completion rates
and skills acquired reflect the needs of the workforce of the future.
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This paper ex  amines the challenges and opportunities for building the skills of the
existing workforce and proposes a policy framework for consideration !

Government and industry have begun to address the skills needs of existing and mature age

workers (referred to in the paper as o6wor kf or c eHosvédveér,] Imschréneain® | o p me n |
to be done. Action is required by government, by industry and by individual workers. This

paper outlines the challenges and opportunities Australia faces in addressing workforce skills

development. It assesses how well Australia is placed to meet those challenges and to

capitalise on those opportunities. It outlines the issues that must be addressed to raise

investment and participation levels in workforce skills development. The paper als 0 proposes

a workforce skills development policy framework for consideration by MVCTE.

Why workforce skills development matters

It is now widely recognised in government and by industry that workforce knowledge and
skills are primary drivers of workforc e participation and productivity. There is also growing
understanding that workforce skills needs are deepening and intensifying.

Decisions by the Council of Australian Governments (COAG) on a Human Capital Agenda for
Australia have highlighted the need fo r Australia to improve the skills levels of its existing
and mature age workforce.

Investment in the skills of the existing workforce makes good economic sense. As the rate

of growth of new entrants to the workforce slows, and the workforce ages due to

dem ographic change, there is a risk that skills shortages and outdated , Obsolete skills will
hamper productivity growth and drive up costs. On the other hand, the accumulated skills

and experience of the current workforce constitutes high levels of human capi tal which
should provide a sound basis for re -investment - as long as the required outcomes are
achieved through high quality and relevant skills development.

There are many likely specific benefits to firms, individuals and the community from
investing in existing and mature age skills development. :

i For firms, the benefits can include improved retention of existing employees, increased
capacity of workers to take on new roles and tasks, linking organisational goals and
career paths to workforce trainin g and development and using existing, particularly
mature age, workers, to pass on invaluable skills and experience to younger workers.
Collectively, these benefits will assist firms to become employers of choice in a
competitive labour market.

i For indivi duals, the benefits can include better career progression and new job roles,
opportunities to change jobs and form new career paths, to gain recognised and
portable skills and a greater capacity to deal with change. There are also intangible
benefits: inc  reased self esteem, confidence to take on new challenges and an interest
in further learning. Existing and older workers can also become trainers of, and
mentors to, younger and newer employees and, in so doing, make a lasting
contribution to their workpla ce and to their occupation.

1 For the community, the benefits can include increased workforce participation,
increased productivity, increased efficiency and improved service delivery, reduced
costs from less welfare dependence , and increased economic and so  cial engagement.

! Note: Itis acknowledged that occupational health and safety issues and requirements  must
be addressed in the context of reskilling existing workers. Factors such as the nature of
the job and physical condition of the worker/employee need to be considered.
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Future skill requirements will be different, broader and deeper

The OECD has defined the skills and knowledge required in an economy driven by

knowl edge and skills as 6know what, kn'oThisdefmton know wt
is mu ch broader than traditional approaches which have focussed mainly on technical,

professional and specific occupational skills.

Clearly, the technical and professional skills required for specific occupations will continue to
be important. These specific sk ills must be continually renewed in response to changes in
technology, materials, design, work and production processes and so on.

Individual workers will also require essential literacy and numeracy skills and a capacity to
use information and communicati ons technology.

However, different and broader skills will also be required as the nature of work changes.

These skills include communication, interpersonal and cross cultural skills necessary for

people to work in teams, across networks and supply chains and across state and national
boundaries. Problem solving skills, a capacity to deal with unplanned contingencies, to

innovate, to be able to access and manage information, and to form and use networks will

be necessary in organisations where decision mak ing is decentralised, and where rapid
responses and specialised solutions are required.

Knowledge of quality assurance, regulatory, risk management , health and safety
requirements will also be important. A capacity for further learning and personal

develop ment and for experienced workers to train and develop others will also be

essential "

Many of these skills are developed over time, through experience, through practice, and

through error as well as success. They cannot be taught in isolation from the work place or
the experience of work and, as such, are able to be more easily acquired by existing

workers than new entrants to the workforce.

Workforce skills development is a global priority

The importance of having a highly skilled workforce in terms of gl obal competition has long
been recognised in terms of the competitive position of export and globally exposed

industries. But the stakes are now even higher as domestic labour markets are increasingly

subject to global competition.

Demographic change will have different impacts in different countries. Countries with the
most rapidly ageing populations face a particular challenge. These impacts are shown in the
following graph from the OECD.
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Expected demographic changes within the youth population aged 15 -19
Over 2005 to 2015
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In their book,  Workforce Crisis: How to Beat The Coming Shortag e of Skills and Talent,
Dychtwald, Erickson and Morrison (Harvard Business School Press v} outline the impact of
population ageing across a humber of mature economies.
The authors note that the impacts will be most severe in European countries and Japan. Bu t
even in the United States, where there will still be modest growth in the working age
popul ation, the workforce wil!/l age noaewdatgh el es s.
organisations are prepared for this transformation 0. They go on to identi

implications of workforce ageing including; tightening of labour markets, shortages of skills

and experience, shortages of workers, shortages of educated candidates as competition for

new graduates grows, pressure on training and development and tension a round HR policies
and practices to appeal to a new, more diverse workforce.

Although the impact of population ageing will be less severe in Australia than in other

countries, the analysis in Workforce Crisis is consistent with studies in Australia. The re port
prepared for the Al Group World Class Skills for World Class Industries identified strategies
being employed across 500 firms surveyed to raise the skills levels of the current workforce.

Indeed, strategies to retrain existing staff to meet skills nee ds were the highest rated by
firms now and prospectively evén more in three

The report found that an inability to secure skilled staff was rated by employers surveyed

for the report as the greatest barrier to company success over the next thr ee years. An
inability to even  retain skilled staff was also rated as a barrier by almost half of the
respondents.

Australia is well placed to meet the challenge of workforce skills development ,
but weaknesses and barriers must be addressed

Australia has very high levels of adult participation in education and training compared to
other OECD countries, with 14 percent of people aged over 29 and six percent of those aged
over 40 enrolled in tertiary education, compared to the OECD average of 5.6 percent and
1.6 percent respectively, overall one of the best performers in the OECD vi,

year s
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These participation levels are reflected in NCVER VET student data. Although participation

by older age students in VET has seen a small decline in recent years, in actual and rela tive
numbers, individual student enrolments as a proportion of the existing and mature worker

age cohorts are high  *'.

VET Students as a Proportion of total population by age cohort 2002 -2005

(Source NCVER student collection, ABS population data)
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However, despite these high participation rates, Australia has a relatively low proportion of

its workforce who hold at least an upper secondary education qualification - ranking 22
out of 34 countries on this measure. For example, only 61 percent of those aged 4 5-54 hold
a post school qualification in Australia compared to 86 percent in Norway vii

nd

One of the possible explanations for this seeming paradox is that Australia has, by

international standards, a fairly flexible, modular based VET system which has relativ ely low
barriers to entry and which has always had high levels of adult participation. However,

many VET students complete modules rather than full qualifications. Consequently we do

not translate our high participation levels into high qualification level S.

This is not necessarily a problem where only specific skills are required, but as skills needs
deepen and broaden full, higher level qualifications are likely to be required in the labour
market.

Australia also appears to have high levels of literacy and numeracy needs in its adult
population. Although only 1999 data is available from the International Adult Literacy
Survey, the Australian Council for Adult Literacy points out that:

60ver 6 million Australian adults (skiB%)opelvtm' t have
the demands of everyday life and work (level 1/2). Only 17% of adult Australians had
literacy skill*s at |l evels 4/56

Skills are also developed outside of the formal education and training system

Adults acquire new skills and knowledge in many different ways i through informal learning,
through structured but not formally accredited learning in the workplace , through formal
accredited education and training in VET and through higher education . However, only a

small proportion of the wor kforce participate s in formal accredited education and training in
any one year, and this participation declines as people age.

This point is highlighted in the outcomes of the survey for the World Class Skills Report
where firms were asked to rate the str ategies they were using to address skills shortages
and to retrain and upskill their workforces.
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Types of learning opportunities, Australian companies, 2005

Does the learning experience in your company include the following approaches?

Informal coaching [ 9

In-house training | 3

Informal instruction | 63
Shortcouses [ 5
Mentoring [ 3
Jobrotation [T 73

More formal training/
qualifications _]

Just-as-needed leamning [ -
Jobsharing [ 43
Shadowing senior staff [ 4
Orvline (web bese) 7
learning
0 10 20 30 40 50 60 70 80 9 100
Per cent of sample agreeing

These fo rms of learning in the workplace are therefore an important source of skills

acquisition and renewal for existing workers. This recognition has led a number of

commentators to advocate a workforce development  approach which encompasses all forms
of learnin g and skills development and which is integrated with business goals and plans

and other HR strategies %, particularly those aimed at employee attraction and retention.

Many factors influence successful workforce skills development

Existing workers are ad ifferent group from younger, new workforce entrants . They are
most likely to invest and participate in workforce skills development when their learning

needs have been identified and they are confident that opportunities for skills development

will address those needs. Older and mature workers are a distinctive cohort within the

existing workforce with even more specific interests and needs.

Participation by adults in further education and training is also strongly influenced by factors

such as i n durrenilabalsafledubational attainment, income, occupation and

whether or not they are full -time or part -time employees. Firm size and industry sector are

also relevant. Access to, and patrticipation in, employer sponsored and work -based learning
is als o strongly associated with these factors.

In short, early advantages gained by better educated individuals are compounded over the
course of their working life compared to the less well educated. While this is the case across
OECD countri es, lativelyspoor hastolica edormramce in school retention and
transition to post secondary education accounts for its relatively low post school '
qualifications profile - although that profile has improved over the past decade X,
Specific barriers to investme nt by firms in workforce reskilling include:

1 a perceived likely low return on investment;

1 reluctance by companies to invest in the development of their lower skilled staff unless
they are likely to require those skills in the future and reluctance to inves tinthe
development of highly skilled staff where skills are in high demand and workers are
|l i kely to be O6poachedd by competitors;

1 difficulties in accessing relevant training that can be integrated with work schedules
and requirements;

lack of knowledge of the training system;

employee resistance; and
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1 a range of other issues including cost, administrative complexity, quality of training
providers and inflexibility in government funding programs ¥ Small and medium size
enterprises face particular hurdles in this regard.

For individuals, specific barriers include:
1 low levels of investment by their employers in skills development;

i perceived low levels of likely return , financially and in career terms from skills
development;

fear of failure particularly by t he low skilled;
lack of relevance of training opportunities; and

competing pressures from work, family and other commitments and, for older workers,
a view that they have 6been there and done thato.

These barriers reflect interplay between several factors: the perceived quality and relevance
of what is on offer in terms of skills development against a background where many in

industry and the community have not historically placed great value on learning and on

ongoing skills development "

Put simply 1 the assumed benefits of investment and participation in skilling the existing
workforce are not apparent to many in industry and to many individuals relative to the
required investment of time and resources and other competing priorities.

Research suggests th  at participation in, and outcomes from, employee skills development is

strongest when training and devel opment strategies at
business goals and are built into internal business systems i for example when they are

linked to cha nge management, quality assurance, introduction of new technology and work

processes, strategies to recruit and retain staff and employee performance appraisal,

remuneration and promotion systems.

However, small, and particularly micro -businesses, do not  generally have the systems or
resources to undertake these roles and face much greater constraints in freeing staff up to
undertake structured training, including owne r\managers themselves.

Other Government policies influence participation i n workforce ski lls development

Government policies in areas such as superannuation and taxation i which influence

individual sé decisions to participate in the | abour 1
invest 1 also influence levels of investment and participation in wo rkforce skills development.

For example, the current structure of superannuation and taxation arrangements provide

little incentive for older workers to remain engaged with companies as mentors and

workplace trainers while they transition into full retirem ent.

Older workers are also unlikely to invest in their own skills development where course fees

are high , but fall below levels required for tax deductibility ($250) or where the course of

study and related expenses are not directly related to the individ ual 6s current occupa
tax deduction cannot be claimed as it does not directly relate to additional income earning

activities).

An integrated and comprehensive workforce skills development policy is required

MCVTE has considered the issue of existing and mature are workers in looking at VET
reform priorities flowing from the COAG Human Capital Agenda.

MCVTE has also considered important new directions for VET reform in response to the

COAG agenda. These directions, if implemented, should raise investm ent and participation
by existing and mature age workers in VET. They include future resourcing requirements for

VET in terms of the return on investment for government, industry and individuals, options

to establish successful partnerships between stakeho Iders to meet increases in skills
training in the future and specific measures for adults in Indigenous communities.
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In 2006, the Australian Government established Work Skills Vouchers, a major initiative to
assist adults to gain Year 12 or Certificate Il outcomes. It has also set increased
participation by adults aged over 40 as a specific priority for its agreements with the

states \territories.

The Australian Government has pledged 270,000 training places over the four years from
2008to 2012 to assist people in the workforce to gain or upgrade their qualifications and

skills. Individual states and territories have also undertaken a range of initiatives to

improve adult participation in and outcomes from VET.

These future directions and initiatives bui Il d on the substanti al reforms to
system which have been implemented in recent years. These reforms include the

introduction of competency standards which can be easily translated into occupational roles

in enterprises;  the significant expan  sion of VET ; the opening up of the training market;

flexible delivery particularly in workplaces ; commercial arrangements between firms and

RTOs; and the use of Recognition and Prior Learning. While these reforms benefit existing

workers, they were primari ly driven by the need to improve entry level training.

While the reforms provide a sound platform for Australia to raise the skill levels of its

existing workforce, an integrated and comprehensive policy specifically focussed on the
needs of existing worke  rsis required if Australia is to develop a workforce with world class
skills levels.

The following objectives, together with a range of possible strategies - some building on current
approaches, others involving new initiatives - are proposed for consider  ation by MCVTE.

1. Build ing a culture of continuo us w orkforce skills development

a) By promoting t he 0 vthaatitumakegpsensepmirsvéstin the existing
workforce where high levels of human capital have already accumulated and by
identifying and p  romoting the specific benefits of skills development to firms,
individuals and the community.

b) By recognising excellence and best practice in workforce skills development in
firms.

c) By developing independent advisory and brokerage services to advise firms a nd
individuals and better match demand and supply.

d) By developing tools and resources to assist enterprises to assess their workforce
development needs  and to determine the most effective strategies to meet those
needs.

i During 2007, the National Industry Sk ills Committee has coordinated the
development of auser -friendly, web -based Workforce Development Starter
Tool to assist employers and enterprises in identifying and proactively
addressing their future workforce skill requirements. The Workforce
Development Starter Tool will be released in May 200 8.

2. Better integratin g work based learning and VET

a) By further developing partnerships between firms and Registered Training
Organisations to assess and meet workforce skills needs, particularly through
workplace based delivery.

1 Specific consideration should be given to the removal of restrictions on the
use of public funding where it discriminates against enterprise and
workplace as opposed to institution based training delivery.

1 Explicit consideration should als 0 be given to the needs of regional , rural
and remote  workforces.

1 MCVTE has agreed to the  Innovative Partnerships to Increase Productivity
initiative which will involve the development of innovative approaches to
build stronger relationships between firms and providers to support the




