











Table 7: Federal adult vocational literacy training programs in Australia, New Zealand and
the United Kingdom

. Annual Number . Expenditure Trainees

Population . . . Expenditure
Country Gl expenditure trained in er trainee per head of per head of
(in $m AU) n P population population
Australia 21 $103 36 400 $2 830 $4.90 1/580
New Zealand 4 $50 26 000 $1920 $12.50 1/154
UK 61 $2000 one million $2 000 $32.80 1/61

In Australia, state and territory governments make a significant contribution to adult
language, literacy and numeracy training, particularly through TAFE Institutes. However it is
difficult to assess the overall investment.

At the national level, the Australian Department of Education, Employment and Workplace
Relations (DEEWR) has funded the Australian Industry Group to conduct a national
workplace literacy and numeracy project to test the efficacy of different language, literacy
and numeracy training methods in workplaces. This work will be valuable in informing future
workplace-based literacy training, with its recommendations to be made in 2011. DEEWR

is also piloting a Foundation Skills Taster Course Program for those not participating in the
workforce, where language, literacy and numeracy skill development is provided as a central
core to life-relevant programs such as cookery, delivered in community-based settings.

If these initiatives are successful, full-scale roll-outs should be considered.

3.5 The perspective of industry

A recurring theme of concern across all consultations was the need for government to give
immediate attention to the development of language, literacy and numeracy skills across
the population. Those consulted also urged the need for policy, planning systems, and
teaching and learning developments to give as much weight to the importance of core and
transferable skills as to vocational and technical expertise.

Any attention to the ‘risk’ occupations should not detract from the effort on the
generic or foundational skills that are pre-requisites for further education and
training and, indeed, employment for all occupations and at all levels.

(South Australia DFEEST submission)

Low levels of literacy and numeracy in over 40 per cent of the workforce ... is

an alarming statistic. It seems rather pointless to pursue a policy of increasing
higher level skills in the population if we leave 40 percent behind. There must be
an equally resourced endeavour to lift the literacy and numeracy of the nation.
This is especially so for Indigenous Australians where job readiness skills are
critical. (Minerals Council of Australia submission)

Three key areas of action were identified in consultations:

» urgent reversal of Australia’s stagnating language, literacy and numeracy performance
as a lever to sustainable work, social inclusion and the foundation of Australia’s future
productivity

» importance of targeting those people with lower level literacy and numeracy skills,
particularly older and unemployed Australians, to remove the impediments to
workforce participation and to break cycles of disadvantage

» development of people’s core skills, including critical thinking at higher levels
throughout careers, to increase ongoing learning potential and individual adaptive
capacity throughout working lives.
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Our consultations also highlighted concern that the most recent Australian Government
policy focused on adult literacy and numeracy, Australia’s Language: The Australian
Language and Literacy Policy was produced in the early 1990s. Likewise, the OECD’s
International Adult Literacy Survey was critical of Australia’s ‘lack of an across-industry
view of the scope, range and demands of English language and literacy skill for workplace
performance and workplace learning’, noting that Australia has ‘the least defined central
focus’ on literacy of the countries surveyed.

The Australian Council of Adult Literacy also highlights the cost of a lack of national focus in
adult literacy between 1996 and 2006 in comparison to New Zealand’s national approach.

New Zealand did a great deal better in the same time span with a concerted national effort
under a national strategy improving the two basic skill levels by 8 per cent.

In comparison, Australia ‘integrated’ literacy delivery with the vocational training sector—
with limited success—and there is now increasing concern about the capacity of industry
training products to foster the development of the generic or underpinning ‘employability’
skills including language, literacy and numeracy.?®’

Consultations also indicated that both employers and employees prefer to work with

a literacy trainer (or trainers) who can combine literacy teaching with the appropriate
vocational skills and knowledge. Again, this reinforces the need to look at the skills needed
by the tertiary education workforce to meet these requirements.

3.6 Recommended actions

Improving adult language, literacy and numeracy skills.
Recommendation 5: A national adult language, literacy and numeracy strategy.

The Australian Government to develop and implement a national adult literacy and numeracy
strategy to drive improvement and decisively lift Australia’s performance for adult language,
literacy and numeracy levels to achieve the outcomes established by the COAG

Improving our language, literacy and numeracy levels will result in greater participation
productivity and better social outcomes. It is imperative that there is a renewed national
leadership in focusing efforts in raising the level of our language, literacy and numeracy
skills. Skills Australia therefore advocates a more strategic approach to ensure that we better
identify and address literacy and numeracy both for unemployed learners and existing
workers, make better use of the framework that exists in the training programs and engage
individuals to improve their skills.

This national response should:

» reframe language, literacy and numeracy as central to participation and productivity

» review and build on the extensive work underway through schooling

» outline the total national effort in adult language, literacy and numeracy training and
identify gaps and needs

» set clear and achievable targets for success

» provide strategies to enhance the language, literacy and numeracy training of the
workforce, including a wide range of alternative approaches appropriate to both low
and high skilled workers and varied workplace and community settings

» provide best-practice models for engaging those who would benefit from language,
literacy and numeracy training

» include measures to develop the adult language, literacy and numeracy training
workforce, including considering the identification and addressing of language,

86 OECD (2000), Literacy in the Information Age: Final Report of the Adult Literacy Survey
87 The Australian Council of Adult Literacy (2009), Literacy Link, Vol 29, Number 1, March 2009
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literacy and numeracy issues as a core— rather than elective—component of the
Certificate IV in Training and Assessment

» evaluate the integration of language, literacy and numeracy skills in training package
qualifications

» recognise the shared responsibility of governments, employers and workers as
contributors to the development of these skills.

This may entail:

» increasing resources to the specialist teaching and learning of core skills across the
tertiary education sector and in the workplace

Recommendation 6: Substantially expand the WELL and LLNP programs.

Significantly upscale successful approaches such as the Workplace English Language and
Literacy Program (WELL) for existing workers and the Language Literacy and Numeracy
Program (LLNP) for jobseekers, with additional funding of $38 million a year for LLNP and
$12 million a year for WELL to 2012, with a review in the light of the new national

LLN strategy after that date. This will provide a 50 per cent increase in each program at
constant prices.

While good practice government programs exist, past approaches have not improved

our adult LLN outcomes and there is a need to radically upscale the national effortin LLN
training. In the short term, Skills Australia therefore recommends an investment of $50
million a year to 2012, with a review in the light of the new national LLN strategy after
that date. This will provide a 50 per cent expansion of both the WELL and LLNP programs
increase their reach. To support increased take-up, a portion of this funding should be
used to raise awareness of literacy issues and how these programs can benefit employers
and employees.
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Workforce development strategies need to focus on improving the use of skills in
Australian workplaces as a means of unleashing productivity growth and raising
innovation levels. A spin-off benefit will be increased employee satisfaction

and engagement.

Direct linkages between skills and business development, encouraging
education-industry partnerships, a new industry cluster program and leveraging
changes in workplace culture from public training funds are ways this can

be achieved.

Many Australian workplaces and enterprises need to rethink how they use the skills,
expertise and talent of their employees. The effective and strategic use of existing skills

in individual enterprises is as important in achieving productivity growth as the actual
acquisition of those skills. While sections 1 to 3 of this strategy have focused on deepening
and extending Australia’s skills base, this section examines how we can increase our rate of
return on the greater levels of investment that skills deepening entails.

4.1 Effective skills use

At the same time as some firms experience acute skills shortages for particular professional
and technical skills, many Australians with high-level qualifications are not using those
qualifications and skills in their job. ABS survey data (2001, 2007) indicate that:

» 30 per cent of Australian tertiary education graduates have qualifications exceeding
the occupation skill classification

» being over-qualified for their current job is most common for people with diplomas
and advanced diplomas

» the proportion of potentially over-qualified people increased between 2001 and 2007.88

These findings do not mean that education and skills are not valued. According to 2007
NCVER data, 41 per cent of VET graduates who were not working in their field of study
nevertheless described their training as ‘highly or somewhat relevant’ to their current job.®
The generic skills learned through post-school education are clearly of general value, even
where vocationally oriented courses do not lead to a related job.

However, those with a matched qualification reported a far higher degree of relevance:
93 per cent. These and other similar data suggest that the deployment of skills across the
economy is neither even nor optimal.

As well as evidence of a growing mismatch between qualification and job levels, employers
and employees are reporting considerable levels of skills under-usage.®® A growing
percentage of employers (42 per cent in 2009, compared to 37 per cent in 2005) reported

to NCVER that the skill level of their employees is higher than their organisation requires.®
Longitudinal surveys that track a cohort of workers over time also suggest that significant

88 Australian Bureau of Statistics (2001 and 2007), Survey of education and work, unpublished data using ASCO coding, Cat no. 6227.0; see
Skills Australia (2009), Background Paper Two, Powering the workplace p. 8 at www.skillsaustralia.gov.au for details of the analysis

89 Karmel, Tom; Mlotkowski, Peter; and Awodeyi, Tomi (2008), Is VET vocational? The relevance of training to the occupations of vocational
education and training graduates, NCVER Occasional Paper, p.19

90 Skills under-use reflects an employee or employer’s perception of whether someone’s skills and knowledge are used in their job, while
over-qualification is limited to whether someone is working at a level commensurate with their formal qualifications. Measures of
perceived skill use are considered more accurate than measures of formal over-qualification because they include the totality of someone’s
skills and knowledge, rather than relying on the qualification as the single proxy for skill.

91 NCVER (2005, 2009), Employers’ use and views of the VET system
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numbers of employees believe they are not able to apply their skills and knowledge in their
current jobs.*?

The issue of skills under-use has emerged as a significant issue in Australia and overseas in
recent years, and has been raised in the context of developing a more collaborative style of
workplace relations:

The fact that people at work are not given the opportunity to contribute to
their full potential may well be the biggest ‘skills and productivity crisis’ we
face today.*?

Relationship between skills and productivity
Research by Treasury staff on the factors affecting productivity noted:

The ability to use particular skills and knowledge in the production process, not
merely acquiring them, is what really matters for productivity and income.%

Indeed, a very compelling reason to focus attention on skills use is because of the role it
can play in lifting Australia’s stagnating productivity performance. Australia’s productivity
growth has flat-lined in recent years, and our innovation performance has also stalled.
The 2009 to 2010 Global Competitiveness Index found Australia ranking 215t on innovation
factors, behind North America, Northern European countries and most of its Asian trade
partners. Some 165 000 firms across Australia would need to be transformed if we were to
lift the proportion of firms that are ‘active innovators’ closer to the European average of
60 per cent. Currently, only about 37 per cent of Australian firms undertake process,
technology or organisational innovations each year.%®

A highly skilled workforce is critical to strong innovation performance. Active linkages
between firms, users, suppliers, researchers and education institutions such as universities
are also crucial. But additionally, overseas and Australian research points to the importance
of work organisation, management practices and firm culture as the mediators that translate
skills into performance.

The way jobs are designed, work is organised and people are managed, sometimes
summarised as ‘organisational culture’, is particularly important in mature economies like
Australia. Unlike countries that have a low-wage advantage, business sophistication and
innovation capacity are the main sources of productivity growth in mature economies. In
Australia, the majority of innovation is incremental, rather than radical, and most involves
the diffusion of existing knowledge rather than being based on scientific breakthroughs.®®
Most of our innovation occurs in the workplace—not the laboratory—and a workforce that is
able to effectively use its skills to adopt and adapt new work processes is a key ingredient.

Placing debates about skills in the context of improving innovation and productivity was
widely supported in Skills Australia’s consultations.

Lifting the skill levels of Australia’s workforce will undoubtedly contribute to
productivity growth but we must optimise the learning process by using it as a
proactive means of diffusing new knowledge ... This notion goes ... to the very
heart of building a sustainable model for innovation within industry and starts to
lay the formative linkages between innovation, skills and productivity. (Chairs of
Industry Skills Councils submission)

92 The Household, Income and Labour Dynamics in Australia (HILDA) survey which has been underway since the early 2000s asks individual
employees about use of their skills at their workplace. Analysis by Mavromaras et al found that that ‘over 11 per cent of employees were
found to be severely over-skilled, a further 30 per cent were found to be moderately over-skilled and the rest well-matched’ in the period
2001 to 2006. For more discussion, see Background Paper Two, Powering the workplace pp 10-11 at www.skillsaustralia.gov.au.

93 Society for Knowledge and Economics (2009), Workplaces of the future forum, Background Paper, July 27, 2009, p.4

94 Davis, Graeme and Rahman, Jyoti (2006), ‘Perspectives on Australia’s productivity prospects’, Treasury Working Paper 2006-4, p.11

95 Australian Bureau of Statistics (2008), /Innovation in Australian business 2006-7, Cat no. 8158.0, Table 1. Innovation is here used to refer to
the implementation of technologically new or improved goods or services, operational processes, organisational or managerial processes,
or marketing method, consistent with the ABS definition.

96 Toner, Phil (2007), Skills and innovation, putting ideas to work, NSW DET, pp.3-4
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It was also widely recognised that Australia needs to address not only skills supply (the
competence of the workforce) but skills demand (the effectiveness of the workplace in
harnessing skills) as shaped by employer practices. To create a more productive economy
requires employers to shift their business strategies to focus on differentiated or higher-
end markets, and adopt forms of work organisation that require more skill and offer more
opportunities for learning and development.

In addition to the direct benefits, high skill strategies are also often welcomed by employees
and can be an effective tool for increasing employee engagement.

Skills use, job satisfaction and employee engagement

In our consultations, stakeholders acknowledged the frustration many individuals faced in
not being able to find a suitably skilled job and the fact that skills can be lost through a lack
of use, especially in fast-changing and dynamic fields such as computer programming

or engineering.

VTA supports a coordinated approach to tapping into skills underutilised/not
utilised in the workforce. De-motivation and disenchantment are outcomes of
underutilisation of skills. (Victorian TAFE Association submission)

Indeed, skills under-use and over-qualification have been associated with low wage returns,
job dissatisfaction and high levels of job turnover. Green and Zhu in reviewing international
research note that people who are overqualified typically earn 10 to 25 per cent less than
what they should be earning based on their qualification level. Several recent studies reveal
overqualified workers to have ‘substantially lower job satisfaction and well-being at work’
as well as ‘'some evidence that over-qualification contributes to cognitive decline among
workers'.%’

Green and Zhu's analysis of British graduate data finds that when people experience
over-qualification and skills under-use there is ‘a substantial negative impact’ on job
satisfaction. In 2006, 22 per cent of people in this situation were dissatisfied with their job
compared with 7 per cent of matched graduates.®

McGuinness and Wooden explored the effects of over-skilling on Australian workers.®® They
found that over-skilled workers were more likely to say they intend to leave their job within

12 months of commencing it, and are indeed more job mobile, leaving jobs more frequently
than other workers. However, most of those who quit are not re-employed in jobs where their
skills are better used. Instead, most either re-enter jobs where their skills are not adequately
utilised or exit the workforce entirely.

More research is needed on the link between over-qualification and skills use and how this
affects job satisfaction. There is however a well-established positive relationship between
complex job tasks and job satisfaction. A recent study of workers in the UK and Canada
that examined both job and life satisfaction found that jobs with high skill demands result
not only in greater job satisfaction, but also that this ‘spills over’ into life satisfaction, with
attendant health benefits.'?°

Job complexity, in turn, appears to be correlated with feeling that one’s skills are well-used.
Perhaps unsurprisingly, Australian research finds a robust causal relationship between
reported high skill use and strong agreement with the statement: ‘My job is complex

and difficult’.

97 Green, Francis and Zhu, Yu (2008), ‘Over-qualification, job dissatisfaction and increasing dispersion in the returns to graduate education’,
University of Kent, Department of Economics Discussion Paper, p.10

98 Green and Zhu (2008), ibid, p.25

99 McGuinness, Sean and Wooden, Mark (2009), ‘Overskilling, job insecurity and career mobility’, Industrial Relations, Vol 8, no. 2, April 2009

100 Helliwell, John F, and Huang, Haifang (2010), ‘How'’s the job? Well-being and social capital in the workplace’, Industrial and Labour Relations
Review, Vol 63, Issue 2, p.220
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People who agree strongly that their job is ‘complex and difficult’” are more likely to report
high skill use than those who feel they have a high degree of job autonomy, although a
weaker relationship exists there as well.’

Watson’s analysis indicates that these two aspects of work (autonomy and complexity) are
quite separate and highlights the fact that some lower level workers (such as labourers and
some clerical workers) have jobs that are high on autonomy, but score poorly on complexity
and skill use.

These aspects of job design and work organisation are often the focus of models of ‘high
performance working’, which aim to raise both the productivity of the enterprise and worker
well-being. Increasingly, discussions of ‘high performance working” emphasise factors that
enhance people’s ability to contribute within an organisation and this is linked to improved
motivation, commitment to the organisation, and overall well-being—as well as directly

to productivity.'?

Job-skills match is a significant attraction tool among Australian public service employees,
according to the recent Australian Public Service Commission’s State of the Service
Report.® Employees identified that job-skill match was the second most important factor
(after job security) in attracting them to their current job. Around 55 per cent of public
service employees reported satisfaction with the match between their skills, experience
and interests and the requirements of their job or the business of their agency, and this
percentage increased with seniority.

4.2 Skill development and use in enterprises—a holistic approach

An effective workforce development approach recognises that there needs to be an
interaction between the following elements:

» improvements focused on people (communications, recruitment and selection, skill
development, rewards and recognition, team effectiveness)

» improvements focused on the organisation of work (work systems, processes, job
design, equipment, plant or technology, quality, and procedural redesign)

» improvements focused on customers and stakeholders (supply chain issues, customer
service, sales and marketing).

Education and industry service providers who work with businesses therefore need to
address the use of people’s capabilities and skills from the perspective of an enterprise’s
business strategy and performance imperatives while simultaneously considering the
learning needs and outcomes for individual workers. The fast track to improving skills
use is through ensuring learning and development is relevant to the needs of individual
enterprises.

Many of our stakeholders endorsed the value of this approach.

Employers are looking for anything that improves productivity and efficiency and
ultimately the bottom line. [This involves] review, analysis and advice which is
highly customised to context of the particular enterprise.

(TAFE NSW submission)

... often the [training] services provided are generic ... and result in people being
churned through a system that gives them a piece of paper but few skills.
What would be better?

Training programs that provide real benefit to the employers so that they support
the trainees with the time and resources to apply what they learn in their training.
(LEAN Rt submission)

101 Watson, lan (2008), Skills in use, labour market and workplace trends in skills usage in Australia, NSW DET

102 See, Guest, David (2006), Smarter ways of working, the benefits or and barriers to adoption of high performance working, Sector Skills
Development Agency, UK; and High performance working: a synthesis of the key literature, Evidence Report 4 UK Commission for
Employment and Skills (2009),

103 Australian Public Service Commission (2009), State of the service report 2008-09, p. 99 available at www.apsc.gov.au
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Skills Australia therefore recommends that stronger and more explicit connections be made
between skilling and reskilling initiatives and those designed to build business capability.
Strategic opportunities often emerge when organisations restructure, introduce new
technology, a product or process innovation, consider exporting their goods or changing
markets. This is particularly the case where they are seeking the assistance of specialists or
funds through government programs.

It is important to keep in mind that there is no single program response or ‘recipe’ for
successful workforce development. The many examples underway across states and
territories on a number of program fronts suggest successful actions occur through
coordinating and combining efforts—not necessarily replacing or substituting new efforts
for old. This represents a significant challenge for governments, that is, holding the reins of
public programs loosely, to allow for ‘fusion’ of activities, innovation and experimentation.

Our scan of current workforce development practice reveals some of the key features

that recur in descriptive and evaluative work on industry/education partnerships,
workplace improvement projects and organisational learning interventions. These include
the following:

» an identified enterprise innovation or development is underway and skill development
is integral to the change process

» the employer is engaged as a partner, not a ‘recipient’, in the skill solution

» workplace champions with carriage of the project are identifiable and have the support
of management

» the skill specifics of any training are customised to the business and there are ongoing
opportunities for workplace learning

» there is allocated time and support for on-the-job training

» workplace arrangements, such as the design of jobs and employment arrangements,
ensure new skills will be used

» knowledge-sharing takes place, and the workplace culture supports application of the
new skills acquired across the workforce

» the trainer is credible, an authoritative source of expertise and can integrate practical,
real examples from the workplace

» enterprise performance indicators, in addition to competency outputs for individuals,
are in place to measure achievements

» employee benefits are separately and clearly identified

» and, maximise the benefits from public funds, insights are shared with other
enterprises, via education and training providers and industry bodies.

Workforce development through Enterprise Connect

Skills Australia believes it is critical to break down the silos that place industry development
in one government agency and education and training in another. What is necessary is a
holistic approach based on recognition that changing the organisation of work to maximise
the use of employees’ skills is an essential aspect of industry development. We need new
and innovative approaches that encourage joint funding and management of specific
projects by government agencies which are responsible for both industry and training.'%*

There are opportunities for much a closer alignment between government programs such as
Enterprise Connect'® (and state and territory counterpart programs) that provide business
development assistance, as well as programs focused on upskilling workers, such as the
Productivity Places Program. Enterprise Connect currently offers a range of

follow-up services to businesses after a comprehensive business review. We propose that

104 Building the capacity of the education and training workforce to work in new ways is also critical, and is addressed in Section 5.
105 A Department of Innovation, Industry, Science and Research program that targets small and medium enterprises available at
www.enterpriseconnect.gov.au
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an additional specialist service offering workforce development advice be developed under
the Enterprise Connect umbrella. This service offering should also provide enterprises with
direct access to current public training funds, where appropriate, on a shared cost basis.

Currently funded in the amount of $50 million a year, the Enterprise Connect program

is relatively small in scale and is capable of servicing some 1 500 businesses a year
nationwide. Its current main focus is on manufacturing, with a smaller role in supporting
four other industries. As shown in the disability services workforce development case
study (Appendix 6) there is also scope for innovation, productivity gains, stronger staff
engagement and the use of staff skills in more complex and satisfying work in the service
industries that employ the majority of Australians.

An extension of this program to selected service industries is therefore well overdue, and
should be pursued, in addition to a new workforce development advisory service that
provides consistent specialist support on workforce and skill issues. This is taken further in
the recommendations below.

4.3 Developing the capability of enterprises

Management capability

Management capability is key to national economic prosperity and sustained innovation.
Despite this, the performance of Australian management ranks only as average when
measured internationally.’® Recent research confirms that enterprises and countries which
perform highly in terms of management capability achieve higher productivity growth:

the association between management practices and firm productivity
performance is economically significant ... This finding suggests that investing
in management practices may be a cost-effective way for firms to boost
productivity, relative to hiring additional employees or direct investment in
fixed capital.’””

While comparatively strong in operational management, Australian organisations lag
significantly behind the best performing countries in the areas of people management and
the deployment of skills.

Australia ranks low in almost all the people management dimensions ...
Australian businesses must improve their human resource-related practices with
a target of attracting, retaining and promoting best talent and more importantly
addressing poor performance.’’®

During our consultations, many stakeholders advocated the development of strategies to
improve management expertise—including support for enterprises to acquire these skills—as
a necessary condition for implementing successful workforce development initiatives.

Skills Australia supports current Australian government initiatives being undertaken with
industry and other leaders following the ‘Workplaces of the Future Forum’® that aim to
build Australia’s workplace leadership, culture and management capabilities. Our proposal
for a Workforce Development Observatory (see Recommendation Twelve in Section 6) will
synthesise research and information on national and international developments in this
emerging field.

106 Green, Roy et al (2009), ‘Management matters in Australia, just how productive are we?' Report to the Department of Innovation, Industry,
Science and Research

107 Ibid, pp.13-14

108 Ibid, p.18

109 The Hon Julia Gillard MP (2009), Speech, 15™" World Congress of the International Industrial Relations Association, 25 August 2009
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Small enterprises—a particular focus

Small businesses employ collectively around half the Australian workforce. Ninety per cent
of employing businesses in 2007 had less than 20 employees, and over two-thirds of these
were micro-businesses, with less than five people."® Australia has a smaller average firm size
than many OECD countries.

... many employers, particularly small and medium sized enterprises, still find
the VET system opaque, mysterious and inflexible. (Construction and Property
Services Industry Skills Council)

Methods of engaging small and micro-businesses are essential—they do not
have [Human Resource Management| departments to help them navigate this
area. A program to assist them will be important—this will need to allow for the
full range of variables that can impact on SMEs, that is, not be narrow in concept.
(Queensland consultation session)

Our consultations provided useful observations about the likely difficulties and impediments
in engaging small businesses. Industry representatives emphasised that the successful
application of workforce skills requires effective management and human resources
capability which may be lacking in smaller enterprises. Many agreed that devoting attention
to issues such as job design and performance management were critical to improve the
development and application of skills among existing workers, and it was noted that many
small to medium enterprises would need support to do this well.

Micro-enterprises and smaller firms use different knowledge and learning strategies in
comparison to larger firms. They are also typically less likely to innovate or invest in training,
although some micro-enterprises are highly innovative." They recruit fewer apprentices and
spend less on training per employee. In 2009, the NCVER reported that only 20 per cent of
small firms (under 10 employees) provided nationally accredited training for their employees
in the previous 12 months, compared to 78 per cent of large firms (more than 100 employees)
and 40 per cent of medium firms (10 to 100 employees). Small firms were also less likely to
offer nonaccredited training, although 45 per cent did."?

Often small firms do not see the need for training, and lack the financial resources, time

and expertise to organise it. They dislike the bureaucracy it entails, and Australian research
suggests many small businesses do not feel that training relevant to their business is actually
available.® In a UK study, small firms reported that the most common routes to employee
development were from ‘learning by doing’ and through ‘discussions with their manager’."

Small firms tend not to employ functionally separate human resources staff, and the role
is often undertaken, if at all, by the owner or manager. As a result, their capacity for the
sourcing, planning and management of training is limited.

However, small firms are likely to undertake a range of internal and external informal
competence-building initiatives for their firms, such as visits to expos and trade fairs,
courses and seminars by external providers, liaison with clients, suppliers and customers,
and drawing from professional literature.

110 Australian Bureau of Statistics (2007), Counts of Australian businesses, including entries and exits, Cat no. 8165

111 Toner notes that in Australia between 2001 and 2003, 30 per cent of firms with less than 20 employees innovated compared to 61 per cent of
firms with over 100 employees. The latter accounted for 7 per cent of total employees but 56 per cent of all innovation expenditures, Toner
(2009) Workforce skills and innovation: an overview of the major themes in the literature, OECD Committee for Scientific and Technological
Policy, p.26

112 NCVER (2009), Employers’ use and views of the VET system

113 See, Townsend, Ray, Waterhouse Peter and Malloch, Marg (2005), Getting the job done: How employers use and value accredited training
leading to a qualification, NCVER.

114 CFE/LEED (2008) Leveraging training and skills development in SMEs, OECD Centre for Entrepreneurship, SMEs and local development,
p.23
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Indeed, Australian survey evidence suggests that innovative small firms use informal
learning sources more than large firms and perform more knowledge-intensive service
activities through linkages with supply-chains and other organisations in their network.

While firms value informal competence-building strategies, it tends to be for the more
qualified and skilled employees and those in higher-level positions. Also they usually do not
result in transferable qualifications that are of most benefit to workers, especially those with
no post-school qualifications.

The ways that small firms provide learning for their employees can provide valuable
insights into the flexible arrangements for formal training that may be the most suitable and
appropriate.

The high proportion [of small firms engaging in informal learning] ... could in
fact indicate self-regulation by SMEs of the way they overcome obstacles to
traditional training models and how they use ... knowledge that is more relevant
to their business needs and resources.””

We recommend that the Australian Government, through the departments responsible

for innovation and education, develops a focused program for small firms that combines
organisational learning and workforce upskilling, and targets those firms with fewer than 10
employees which are not generally eligible for Enterprise Connect services.

4.4 Using public training funds as leverage

As noted above, Skills Australia believes that much can be achieved by creating stronger
links between government business advisory programs and workforce development and skill
development measures. This would however be relatively small-scale, compared to what is
possible through leveraging public training funds to encourage workforce development.

Driving change through the larger publicly funded training programs provides many more
opportunities to encourage workforce development outcomes and help organisations tackle
job design, work organisation, innovation and the effective engagement of workers.

A key question for governments is how can the substantial public investment in skills and
education be used to encourage more businesses to become places where employees can
extend their learning and development, consistent with business performance goals

and strategies?

As discussed further in Section 5, current government investment in education and training
is significant. The Australian Government and state and territory governments currently
spend nearly $5.16 billion on the provision of vocational education and training in Australia.
This is being supplemented in the period 2009-13 by an additional $0.4 to $0.65 billion a year
to be spent on training through the Productivity Places Program. In addition, the Australian
Government spends about $1.2 billion on employer incentives and support programs for
entry-level learners and state and territory governments provide cash incentives or tax and
fee exemptions to employers.

Employers also resource regular and extensive accredited and unaccredited formal training
that is not well captured by current reporting systems. In the five years from 2003 to 2007,
an average of 42 per cent of employees each year aged over 25 years reported having
attended structured education or training as part of their work in the previous 12 months."®
NCVER data indicates that the majority of this is likely to be non-accredited; in 2009 around
26 per cent provided nationally recognised training, compared to 53 per cent who provided

115 lbid, p.34

116 This analysis comes from unit record data from the Household, Income and Labour Dynamics in Australia (HILDA) Survey. The HILDA
project was initiated and is funded by the Australian Government Department of Families, Housing, Community Services and Indigenous
Affairs (FaHCSIA) and is managed by the Melbourne Institute of Applied Economic and Social Research (MIAESR). The findings and views
reported in this paper, however, are those of the author and should not be attributed to either FaHCSIA or the MIAESR.
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unaccredited but structured training."” Since then, NCVER, ABS and longitudinal research
suggest that there may be a decline in the duration and incidence of employer-provided
structured training but there is limited reliable data to confirm this."®

Although current total employer expenditure on structured training is unknown, in 2001-
2002 the ABS estimated that it was of a similar scale to public expenditure."”® However, the
unequal access of casual workers, typically women, to work-related training is marked.

The consultations endorsed the need to develop improved ways of linking public training
funding to broader workforce development outcomes.

For innovative workforce development approaches to gain traction and become mainstream
activities, funding should not only focus training on qualification outputs but should instead
assist the development of a multi-stranded relationship between tertiary education providers
and enterprises.

Where enterprise-based skill development is involved, VET funding arrangements, and in
particular performance measures, need to be recalibrated. The continuing narrow focus on
training outputs is limiting the relevance of the Australian training system in offering skill
solutions to existing workers.

Stakeholders also emphasised the importance of funding and supporting partially
completed qualifications.

The skilling needs of existing workers are more likely to be for skill sets than for full
qualifications, yet funding arrangements (and COAG targets) are biased towards
the attainment of full qualifications ... (South Australia DFEEST submission)

In some cases, upskilling will involve enriching existing qualifications rather than providing
new ones.

Many of those who participated in our consultations gave examples of innovative education/
industry partnerships, and initiatives that assisted employers by improving their capacity

to link learning and development to business needs. As demonstrated in the following case
study, these can generate significant successes for individual firms or an industry group,
where employer collaboration is involved.

Workforce development in a dairy food manufacturing plant

An industry-led, enterprise-based project explored opportunities to improve productivity
at Fonterra Australia’s Darnum Gippsland plant, a large regional employer that produces
dairy products for the domestic and international market.

Process upgrades were underway through a $17 million plant and equipment upgrade.
To realise the benefits of the investment, employee skills were targeted using an industry
partnership model. The four-stage approach involved locating technical expertise,
establishing key performance indicators, realising the potential of skills measures and
facilitating training delivery.

The company achieved estimated savings of $650 000 over 10 months. Other outcomes
of the project included increased product variety and improved technical knowledge

of the operators. Operators noted an increase in recognition for their expertise, being
challenged by and engaged in their work which required greater technical complexity,
enjoying ongoing opportunities to learn from experts, and experiencing pride and
passion for the work

117 NCVER (2009), Employers’ use and views of the VET system, Table 1

118 For a discussion of these data see Skills Australia (2009), Background Paper One, What does the future hold? pp.43-48 at
www.skillsaustralia.gov.au

119 Australian Bureau of Statistics (2002), Employer training expenditure and practices, Australia, 2001-2 Cat no. 6362.0
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they did. Employees also appreciated working in a company prepared to invest in plant,
equipment and systems that delivered improved performance.

The project demonstrated workforce development good practice in making connections
between a range of productivity improvement levers: the physical plant, industrial
relations, workplace culture, job redesign and skills and knowledge.

It was pointed out, however, that initiatives were often funded for too short a period and were
not properly evaluated or scaled-up. There was also a cautionary warning about ensuring
that in designing training programs, government funding doesn’t create perverse incentives,
including substituting public in place of existing private efforts, and funding learning and
development activities that employers were already undertaking in a different form.

4.5 Supporting industry workforce development needs

Industry must take responsibility for developing skills bases when individual
[businesses] are reluctant to do so, but needs the support of government to do
this effectively. (Australian Capital Territory consultation session)

Coordination across regions, industries, etc. will be an ongoing problem ...
solutions that work best are local. (South Australian consultation session)

Success [in collaborative work] depends on highly organised peak bodies, plus
the engagement of training providers backed by the state authority; collaboration
is important but such approaches are highly resource intensive to tackle.
(Tasmanian consultation session)

The broader context in which enterprises operate, including the dynamics of their
industry sub-sector, has an important influence on business and workforce planning and
development.

Many of the contextual issues enterprises need to consider in business and workforce
planning and development are relevant to the industry as a whole. Whether it is government
funding priorities, the exchange rate, technological developments, climate change, the
impact of drought, government regulations, or the nature of global competition, enterprises
competing in an industry sub-sector often share common concerns and, in some cases, can
benefit from pursuing common responses.

Industry policies by governments around the world are increasingly recognising the
importance of supporting industry sectors, supply networks—or clusters—through
formalised groups of competing, collaborating and interdependent businesses working in the
same or related industry, and concentrated in a geographic region. Supporting collaborative
industry action is one of the keys to helping to develop a new product or service, and
supporting innovative business practice, and as a result increased productivity.

To date, however, government-supported training and workforce development effort has
mainly been directed towards individual enterprises.'?® While this is important, there is a risk
that individual enterprise solutions will fail to address wider institutional or industry needs
and lead to the same issue emerging in other contexts. In other words, there appears to be a
gap in industry-level initiatives that tackle institutional and systemic workforce development
issues or can encourage collective industry initiatives or regional action.

120 Notable exceptions include Queensland’s Skill Formation Strategies Program and more recently, national health workforce initiatives.
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Skill ecosystem or cluster-based styles of workforce development activity achieve buy in
from a broad range of stakeholders, including key employers and trade unions, business and
skill development experts, researchers and regulators. These activities also seek to build

the capacity of key industry bodies to identify and manage skills issues for the industry,
independently of government.

The term ‘ecosystem’ captures the notion of an intersecting and mutually reinforcing
equilibrium between skills supplied by the training system and skills demanded and applied
in workplaces. While this equilibrium can be understood at the enterprise level, an industry
approach goes beyond finding solutions to specific problems to promote broader industry
capability to plan and manage skill development.'?' This approach offers the potential to
engage, influence and share learning among large numbers of enterprises. It also positions
industry to develop a critical mass of workforce development activity that is mutually
reinforcing and sustainable.

The need for industry-based strategies came up during many consultations. The importance
of industry, regional and local variation was noted, and there was frequent reference to
successful industry examples of cooperative and collaborative action. Ongoing work by
National Disability Services provides an example of a sectoral strategy to develop and
industry workforce that has been ‘built from the ground up’.

Sectoral workforce development: the disability services national project

The National Disability Services workforce project was designed to assist non-
government disability services employers to make positive changes to deal with
persistent challenges. These included constant staff turnover, recruiting trained
staff, remuneration, the changing context of disability work, occupational image and
engagement with the VET system.

In a nationally coordinated project, participating services were guided to undertake

an organisational diagnosis and then develop and evaluate their own strategies.
Organisations focused on a variety of outcomes including: job redesign; implementation
of full-time positions and increased remuneration; improved recruitment and
management capability strategies; a new awareness amongst management of issues

in the attraction and retention of staff; improved quality of service; reduced long-

term vacancies and reliance on casual staff; recognition that ‘job-sharing was doable’;
strategies to encourage trainees; modified courses to provide more work-based delivery;
implementation of a training bonus; introduction of an e-learning training program; and
mentoring and buddy schemes.

Aspects of the project that were seen as important in achieving success include the
adoption of a multi-stranded approach to workforce challenges; understanding how
skills will be used before a training response was commenced; the importance of the
engagement of staff in developing strategies at the ideas generation stage; and allowing
sufficient time for the completion and evaluation of strategies.

4.6 Government procurement to encourage workforce development

Government procurement policy is recognised as an effective tool for stimulating industrial,
employment and training practices that are in the public interest. In Australia they have been
used by the Australian Government and state and territory governments, and in construction
procurement to set targets for apprentice training ratios, training management policies

and systems, or training rates more generally. At its July 2009 meeting, the COAG agreed
that when contracting for government stimulus and infrastructure projects, the states and
territories will aim to secure at least 10 per cent of the total contract labour hours to be

121 See www.skillecosystem.net for information about the skill ecosystem pilot program
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undertaken by apprentices and trainees and those seeking to upskill, where this does not
result in unreasonable costs to business.'?

Overseas, accreditations whose primary purpose is improving business performance, such
as the Investors In People (lIP) Standard, are similarly required for procurement by local and
national governments. This has contributed to the spread of such standards. In the case of
IIP UK, it is estimated that some 40 per cent of the British workforce is working in or—has
worked in—organisations recognised by or working towards the standard.'?®

Like awards for excellence, these forms of accreditation are also used to provide positioning
in competitive marketplaces, including where a company is recruiting staff or tendering

for contracts. The Equal Opportunity in the Workplace Agency in Australia offers a citation
known as the EOWA Employer of Choice for Women citation which operates in this way and
is now held by 111 Australian organisations across a range of industries.

Consultations indicated that stakeholders wanted Skills Australia to pursue ways of
encouraging workforce development through the powerful tool of government purchasing.
ACTU policy seeks the adoption of the following requirements in large contracts of national
significance, where local provision of goods and services is occurring:

» local skill development including investment in training for higher level broad-based
qualifications and retraining of existing workers

» effective labour market planning and forecasting

» the use of skilled migration only where a genuine skills shortage has been
demonstrated.'®

The framework adopted could involve contract requirements and a recognition-based
system, and could draw on the metrics developed in other relevant schemes, including those
used by the Australian Human Resources Institute for its annual excellence awards.

4.7 Recommended actions

Increase productivity, employee engagement and job satisfaction by making
better use of skills in the workplace

Recommendation 7: Australian Government and state and territory government to use public
funding to leverage workforce development at industry and enterprise level, with a special
focus on small business. Strategies to include the following:

7.1 Establish a national program of industry clusters and/or networks to address the
collective skills and workforce challenges faced by enterprises in an industry sub-sector or
region.

Industries identified initially to participate could include those of key social and economic
importance, and those which are restructuring in the face of global competition.

The readiness of industry participants to collaborate on common issues and to participate in
a ‘root cause’ diagnostic process is critical.

Funding: $15 million a year

7.2 Expand by 50 per cent the Enterprise Connect program to better link the development and
use of skills directly with business performance and innovation.

122 Council of Australian Governments’ Meeting Communiqué (2 July 2009), available at www.coag.gov.au
123 Investors in People (2009), Company Annual Report, 2008-09 available at www.investorsinpeople.co.uk, www.investorsinpeople.co.uk
124 ACTU Congress (2009), Government procurement policy available at www.actu.asn.au

54 » Australian Workforce Futures Skills Australia

V<



Initiatives need to be developed and costed by the Department of Industry, Innovation,
Science and Research (DIISR) in collaboration with DEEWR, but could include:

» aworkforce development hub within Enterprise Connect that offers specialist
expertise to firms to enable improved skills development and use in the context of
boosting innovation and firm performance

» an extension of Enterprise Connect to selected service industries, including as a
priority community services, transport, wholesale, tourism and construction

» new funding for a small and micro-business strategy, run by DIISR together with small
business associations, and focusing on developing successful models for combined
firm and employee learning

» increasing field officer roles working between research institutes and education
providers, based on the agricultural extension model, to assist small businesses to
adopt continuous improvement practices and maximise use and development of
workforce skills.

Funding: $25 million a year

7.3 Industry Skills Councils and other intermediaries to use programs like the Productivity
Places Program to promote better use of skills in the workplace through a focus on workforce
development.

This recommendation entails:

» skills being integrated with enterprise development and workplace change objectives
as defined by enterprises with upskilling or reskilling related to those KPls

» enterprises demonstrating a commitment to supporting workplace learning and
development, including for people employed under non-standard employment
conditions such as casual and part-time workers, if applicable

» the allocation of funds, monitoring and evaluation of outcomes being undertaken
according to agreed workforce development standards, by intermediaries such as
Group Training Organisations, Industry Skills Councils and peak industry bodies

» collaborative and experimental approaches across intermediary bodies would be
encouraged to devise individualised and tailored responses to meet specific
enterprise contexts.

Training funds available to firms within this stream of funding should be offered
flexibly, including:

» part-qualifications for existing workers who already have a Certificate Il qualification
or above

» the availability of staged delivery leading to a qualification

» ‘bundling’ of competencies across certificate levels (including at levels | and Il) and
across several training packages

» development of supervisor skills (for example, a customised Frontline Manager
qualification) as a combined package with worker skill development

» connecting the use of these funds with a parallel business intervention, following
a whole-of-business diagnostic about skills gaps and skill use linked to enterprise
development

» networking across small and medium enterprises
» mentoring and coaching.

These activities would be part publicly funded, with an employer contribution component to
be determined subject to eligibility arrangements.

Funding: Reallocation within current resources

7.4 The Australian Government to introduce requirements in its supply contracts for medium
and large firms to meet criteria related to workforce development.
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Criteria could be developed from, for example, the internationally recognised Investors in
People Standard, Australian standards for workforce planning and management, and best
practice indicators used in national training and human resource development awards.

Funding: Within current resources

Recommendation 8: Australian governments to encourage greater flexibility in resources and
VET provider accountabilities to encourage tertiary education sector/industry partnerships
that align training with business strategy.

Resource flexibility to undertake workforce development activities could involve:

>

identifying and using a proportion of funding for traditional training to cover
non-formal activities in workplaces, such as brokering, mentoring, coaching or advice
on skill planning at a whole of business level

using employer training incentives to support training for existing workers who are not
apprentices or trainees

joining up funds across portfolios for innovation, incentive payments or joint project-
based grants.

Elements to build on include:

>

56

Enterprise Connect services and similar state and territory programs such as My
Business, My People, and Skills for Growth in Victoria

the DEEWR Productivity Places and Workplace Innovation Programs

intermediary organisations and services that broker business and skills development,
including Industry Skills Councils, Group Training Organisations and certain training
organisations

Cooperative Research Centres, especially those in primary production, that have
effective cross-sectoral education and extension programs

National Skill Ecosystem Program
Queensland Skill Formation Strategy program
Australian Human Resources Institute people management metrics.
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The tertiary education sector needs to expand its capability to achieve the key
objectives we have outlined, including a strong focus on increasing qualifications
levels, improving core skills and addressing the needs of the less advantaged
and at risk groups. At the same time a strong focus on quality needs to be
maintained. The sector will require additional resourcing and the development
of new strategies to encourage greater participation in education and training.

We also propose a major change initiative in workforce development for the
tertiary education sector to ensure it has the capacity to deal with these
new challenges.

Australia needs significantly more qualified people whether we experience the low, medium
or high growth scenarios discussed in Section 1. The question then arises as to the scale
and nature of the investment required to meet future needs and the capacity of the tertiary
education sector to meet increased student demand.

In this context it is important to note that while domestic student numbers in universities
have increased on average by over 1 per cent a year and overseas student numbers have
grown over 7 per cent a year in recent years, enrolments in vocational education and training
have changed little.'?

While COAG agreements should ensure an expansion of VET places in the future it is not
clear that the funding provision will be forthcoming. The considerable fall in recent years in
public funds per hour of VET training indicates this could be a continuing concern.'?¢

5.1 Implications of the Open Doors scenario

We consider it prudent to plan for the Open Doors scenario not only because it is most
consistent with current government settings, but most importantly because of the
advantages deriving from the increased workforce participation levels that would be made
possible by a more highly qualified workforce (see Section 2).

Modelling of the Open Doors scenario indicates that the number of people to hold
non-school qualifications (at any level) by some 5.5 million between 2008 and 2025.'%’
By 2025 over three-quarters of employed people (76 per cent) would have non-school
qualifications as follows:

125 Skills Australia (2009), Background Paper One, What does the future hold? p.33 at www.skillsaustralia.gov.au

126 The Annual National Report of the Australian Vocational Education and Training System (2008) indicates that Government recurrent
expenditure of publicly funded VET training fell 11.5 per cent per hour of training (2008 prices) between 2004 and 2008.

127 Access Economics (2009), Economic modelling of skills in demand, Table 8.1, p.53 and related intermediate year data
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Table 8: Open doors modelling of the demand for people with non-school qualifications

No. of employed % of employed persons with

Year . ipe . o pe .
people with qualifications (million) qualifications
2008 6.1 60%
2015 8.6 68%
2020 10.1 72%
2025 11.6 76%

Funding for more enrolments

To accommodate the growth and projected increased demand for employed people with
qualifications under Open Doors, an increase in funding for additional tertiary education
enrolments will be required. However, even at the higher levels of qualifications projected
under Open Doors and shown above employers’ demand for qualifications may not quite
reach the COAG target of halving the proportion of 20 to 64 year olds without qualifications
at Certificate lll level and above.

The estimates in Table 9 for the Open Doors scenario show projected student enrolments
and completions, and average growth rates, over the period to 2025. They indicate the
average annual growth rate of completions (or supply of qualifications) will be just over 2
per cent, up to 2.4 per cent in 2025. To achieve this supply, Access Economics projects a
similar rate of growth in enrolments.

Table 9: Open Doors scenario projected student completions and enrolments
(2008 to 2025)

2008 2015 2020 2025
Actual
Projected completed qualifications per 500 000 530 000 589 000 660 000
year* (2007)
Average annual growth % 21 21 24
Projected enrolments per year* 1978000 2275000 2513000 2815000
Average annual growth % 2.0 2.0 2.6

*b year average

Source: Access Economics (2009) Economic modelling of skills in demand various tables. Enrolments include all domestic higher education
students and VET students in courses leading to an AQF qualification excluding full-fee students with private providers. Most higher
education and some VET courses span several years.

However, as outlined in Section 1, Table 2 on the Open Doors growth rates, a shortfall of
qualifications is projected of 240 000 a year in 2015, falling to 170 000 a year by 2025. Some
of this balance will be met by skilled net migration, but Skills Australia proposes increasing
the annual average growth rate of enrolments from 2 to 3 per cent a year to 2020, moderating
over the period to 2025, to eliminate the shortfall more securely.

This is a much faster expansion in domestic enrolments than occurred in the last decade.
The recommended expansion will also increase the prospect of achieving the COAG targets,
which are higher than those projected in Open Doors. Better completion rates are also a key
factor in bringing us closer to both the Open Door projections and COAG targets.

The likelihood of meeting employer requirements and also of achieving the COAG targets
will be enhanced if completion rates can be lifted. This will be addressed particularly in the
work that Skills Australia is currently undertaking on the VET sector.

In 2008 total spending on tertiary education delivery and related support for domestic
students was over $22 billion a year, with over 70 per cent provided by governments.'?®

128 NCVER (2008), Financial information and DEEWR Finance 2008, Skills Australia analysis. Research funding, consultancy revenue and
overseas student fees are not included.
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Assuming funding per student is maintained in real terms, then to provide for the projected
expansion in enrolments, a cumulating addition to funding of about $660 million' in

2010-11 and $1320 million in 2011-2012 is required, with larger sums in the following years.
For the period up to 2012-13, this additional enrolment component will be achieved without
new Australian Government expenditure as a result of recent initiatives and the funding that
accompanies them. After that time, Skills Australia argues that additional expenditure should
be built into base tertiary education funding. By 2025 total tertiary education spending would
rise to $32 billion in constant prices.

Concurrent with this expansion in enrolments, it is critical that a focus on quality provision
be maintained in both the VET and higher education sectors. Recent moves towards better
regulation are important but these need to go hand in hand with a strong and continuing
commitment to improving the performance of all education and training providers. Skills
Australia considers this an area that requires greater attention.

Ensuring a solid base

As stated above, recent Australian Government initiatives including the Productivity Places
Program, the post-Bradley Review programs in higher education (including the uncapped
entitlements), large infrastructure programs, such as the Better TAFE facilities and Better
Universities Renewal Funding and improved student assistance mean that this rate of
funding expansion is being exceeded in the short term, particularly in higher education.
However, Skills Australia believes these additional programs need to be built into longer-
term base funding to meet the cost of supplying additional qualifications in line with Skills
Australia’s preferred rate of expansion.

This will require funding commitments from states and territories as well as the Australian
Government. Under the COAG targets the states and territories have already agreed to the
provision of places at a faster rate than indicated in the highest scenario. However, provision
of the required funding in the VET sector to ensure the higher participation rates and quality
provision has yet to be assured.

5.2 Supporting a diverse student body

The calculation above assumes current funding levels. However, simply maintaining

the current level of funding per student will not be sufficient to provide for the changing
composition of students. This is already acknowledged in the provision in higher education
(following the Bradley Report) for additional funds to support an increase in participation
especially by students of low socio-economic status.'

The lift in workforce participation implied in the Open Doors scenario has significant
implications for VET, as well as adult and community education. It would be expected that
this sector will take on the major proportion of provision for adults who have low skills in
language, literacy and numeracy programs and for the provision of vocational courses to low
SES students who are unemployed, not in the labour force or marginally attached to it. The
higher cost of addressing the skills needs of these cohorts also needs to be factored into the
sector’s capacity to respond effectively. Actions and funding in these areas are outlined in
recommendations four and six earlier in this report.

The size of any employer and individual contribution to the expanded funding needs further
consideration, but we consider majority public funding appropriate especially for the more
vulnerable and marginalised.

129 $660 million is 3 per cent of $22 billion. Note that these figures refer to public and private spending. A proportion of the additional funding
could be provided by employers and individuals, but a major government contribution will be important as disadvantaged students are
involved.

130 Commonwealth of Australia (2009), Transforming Australia’s higher education system. Following Government acceptance of the Bradley
report, funding for low SES students is estimated to grow to $176 million a year by 2012-13
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5.3 Getting more Australians into education and training

Achieving higher enrolments in the short term, when school leaver numbers have flattened,
means we need to increase the proportion of school leavers who progress to tertiary
education beyond that assumed in the projections. We also need to further increase the
proportion of adults participating in education and training.

Specific strategies will therefore be needed to focus on key target groups, including young
people at risk of disengaging from education and training, existing workers, and mature aged
people, including those who are unemployed or at risk of unemployment.

More innovative and flexible ways of engaging with these cohorts will be essential,
acknowledging that, for many, formal training in an institution may not be an
attractive prospect.

Learning from others

Models of successful programs to engage marginalised people and at risk groups need to
be studied, adapted and applied as appropriate. The examples that follow demonstrate how
flexibility, partnerships and community involvement can make a difference.

The Men’s Shed: A highly successful, flexible outreach program that helps marginalized
people to participate in the community and workforce has been established in the
Nambucca Shire.

The shire is characterised by high levels of unskilled workers, long-term unemployed, court
convictions, psychiatric hospital admissions, low levels of income and education and also
has a significant indigenous population.™

To address some of these issues the Nambucca Community Services Council developed
The Men’s Shed project. It is an effective, regionally based, socially inclusive community
program for men. The Men’s Shed is a place where skilled and unskilled men of all ages
can exchange experiences and work together on personal or community based projects.
The Men’s Shed aims to maintain and expand men’s social networks, providing healthcare
information, education and work related skills. It encourages men to participate in projects
that can benefit the whole community.

The project design facilitates learning through skill development and seeks to use the skills,
knowledge and experience of participants in mentoring other members of the community.'32
All mentors are volunteers and are supported with TAFE training in mentoring.

Activities at The Men’s Shed may include repairing toys, furniture, boats, trailers and
caravans. Courses include a variety of practical and health related subjects like welding,
small engine maintenance, cooking classes, fathering courses, training small groups,
Occupational Health and Safety and yoga.

The Men’s Shed engages marginalised men in a relaxed, non-threatening environment where
skills can be learnt, taught, shared, developed and valued.

Women 4 Work: A program that focuses on re-engaging with the workforce.

The Victorian Women 4 Work employment program is run by Melbourne’s Citymission
Justice Program. It operates in metropolitan Melbourne and the Shepparton area and
assists women who are leaving prison or who are on a community correctional order to find
meaningful employment.

131 Commonwealth Grants Commission Indigenous Funding Commission Submission Nambucca Shire (2000)
http://www.cgc.gov.au/__data/assets/pdf_file/0012/4224/IFI-SUB-0040.pdf
132 Nambucca Community Services Council, http://www.nvcsc.org/Mens_Shed.htm
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This program provides:
» comprehensive job search training
» individualised job search planning and one-on-one help to find a job
» up-to-date information on labour market trends and skill shortages
» access to vocational training
» support to maintain employment

The program supports these women by building their skill base, their confidence, and self
esteem so they can make a successful transition to civic life when they leave prison, and find
and keep employment.’s?

A national initiative: employer broker service

At the national level, the Australian Government launched a new, specialised employer
broker service in July 2009 to build better links between job seekers and employers, with a
focus on sustainable employment and the skills based needs of local employers.

Round one successful broker proposals include:
Real Corporate Partners’ Connecting Displaced Workers with Jobs in the Logistics Industry:

Training, and onsite work experience and industry education will be provided to attract
displaced workers to logistic and warehousing positions in the Orange region of NSW.

Queensland Rural Industry Training Council’s Moving Farmhands into Moving Machinery:

Training for the long-term unemployed, youth and Indigenous Australians to address the
acute shortage of skilled farmhands in Queensland. Job seekers will undertake training to
allow them to obtain an operator’s ticket in at least three types of farm machinery. Tailored
pre-employment training, including language, literacy and numeracy, will also be provided.

The role of the Adult Community Education sector

The Adult Community Education (ACE) sector also plays an important role in supporting
vulnerable learners, with its strong community base, commitment to lifelong learning, less
formal structures and accessibility. Community colleges are well positioned to support
less confident learners and to provide foundation and core employability skills as well as
pathways to other learning.

In summary, additional revenue per student will be required above current levels to meet
the challenges of changing services. While COAG agreements target a much higher level of
qualification outcomes, the funding to support this expansion at the rate required is yet to be
assured. The considerable fall in recent years in public funds per hour of training in VET is an
indicator that this is an issue requiring immediate attention.*

5.4 The tertiary education workforce currently faces a number
of challenges

As indicated earlier the tertiary education sector has an ageing workforce with potentially
large workforce replacement issues. Additionally, to meet the needs of both industry and of
individual learners, the tertiary education workforce must be increasingly flexible, innovative
and responsive. It also needs to explore new ways of working with industry. This includes
developing the capability of the higher education and VET workforce to play a broader role in
workforce development.

133 See Women 4 Work State Government Victoria at
http://www.justice.vic.gov.au/wps/wcm/connect/DOJ+Internet/resources/file/eb81c10fffc73a7/program_information_final_web.pdf
134 See footnote 126 on page 57
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The demographics

The OECD review of Australian VET points out the urgent issue of an ageing VET/academic
workforce, raising concerns over familiarity with the workplace in a rapidly changing
technological environment.’”®® The latest figures for the VET workforce indicate that

38 per cent of VET practitioners were aged 45 to 64 years in 2005, compared to 30 per cent in
1997.% In TAFE, the ageing workforce is an even more pressing issue, with 48 per cent of its
workforce aged over 50 years in 2008.'%

The ageing VET workforce was also a concern highlighted in our consultations.

There is little evidence of planning to address this issue and more needs to be done to
consider how to attract, develop and retain the academics, teachers and trainers of
the future.

The ageing of the higher education workforce is also clearly delineated in recent research,
which demonstrates that over the next decade the universities will face their largest
recruitment task for three decades.’®

The need for creative pedagogy

Given the diversity and wide range of learning needs of tertiary students, it is critical that
the tertiary workforce has the required skills and support to deal with challenging learners
and to devise innovative teaching and learning strategies in both institutional and workplace
environments.

There are many excellent examples of flexible and online learning initiatives, of workplace
delivery and innovative practice, but these need to be expanded and ‘mainstreamed’.

It also needs to be recognised that VET practitioners in particular, work in a dynamic
environment and are facing new challenges. They need to continually develop their skills
in teaching, learning and assessment in an environment that is characterised by increasing
diversity. They need to address individual learning styles and preferences, including those
of online learners, and provide support to disadvantaged learners and at risk groups. They
also need to work with industry and individual enterprises and maintain their

industry knowledge.

Reflecting these new challenges, Mitchell et al found:'®

Our research suggests that, as the context in which vocational education and
training operates changes, a notional ‘new practitioner’ is emerging whose

role is to meet the increasing expectations of industry clients and individual
students. The new VET practitioner doesn’t rely on the old certainties such as
pre-set curriculum and classroom instruction, but develops attributes, attitudes,
ideas and techniques to meet the needs of clients. The new practitioner looks
outwards at market needs and seeks to meet those needs. The attributes of the
new VET practitioner reflect a new hybrid mix of sound educational practice on
the one hand, and contemporary business strategies on the other. This mix is
understandable, given that VET practitioners are being encouraged to work more
closely with industry and enterprises.

135 Hoeckel et al (2008), Learning for jobs: OECD reviews of vocational education and training, Australia
136 Australian Bureau of Statistics (2005), Survey of education and training, 1997
137 Mlotkowski, Peter and Guthrie, Hugh, Getting the measure of the VET professional: an update, commissioned report for DEEWR,
NCVER, forthcoming
138 Hugo, Graeme (2008), The demographic outlook for Australian universities academic staff, Council for Humanities, Arts and Social Sciences
139 Mitchell, John et al (2006), Quality is the key: critical issues in teaching, learning and assessment in vocational education and training,
NCVER
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In working more closely with business and enterprises, it also needs to be acknowledged
that most education and training is not taking place in the workplace. Knight and Mlotkowski
explain that only 6.8 per cent of recognised delivery in the public VET system in 2006 took
place in the workplace, while 75.2 per cent was campus based, 5.3 per cent was in online or
other off campus modes and the remaining 12.7 per cent took place in other modes.'?

There is a need to reinvigorate and review institutional teaching and learning styles to

reflect this reality and to consider new ways of building in workplace relevance. This will
require an expansion of initiatives to improve the familiarity of service providers with the
latest workplace environments and technology. As well as the significant benefits already
achieved by the practice of employing VET teachers who work part-time in VET and part-time
in industry, other strategies such as sabbaticals in industry and other ways of inter-changing
staff need to be applied more widely.

5.5 Developing service provider capability

The Australian tertiary education sector itself needs a new and different repertoire of
responses to help create a step change in workforce development at the enterprise level.
Education and training providers need to redesign their business models away from the
traditional institutional provision of standardised courses, ‘teacher-centred’ and classroom-
based face-to-face delivery of education and training.

Industry also expects both the higher education and VET sectors to expand work-integrated
learning to increase the relevance of the learning experience. While this is the standard
model for apprenticeships and traineeships, it is inconsistently found elsewhere in the

VET sector and in higher education. The motivation to increase the work-readiness of
graduates similarly inspires the demands being made on universities to increase the
‘employability skills’ content of degrees, alongside technical learning in professional
university courses such as engineering.

Education providers will need the staff, or will need to collaborate with other experts
who can work effectively with industry on a number of levels. This will include guiding
enterprises through a diagnosis of workforce performance as a whole, rather than
simply offering an existing training product or course. The key questions from a firm's
perspective are often not ‘what is the right training program for my employees?’ but ‘has
the performance challenge been identified correctly and will training help me achieve my
business goals?’ This message was reiterated strongly during consultation sessions.

With a few notable exceptions, most providers do not have the skills or the
products to engage usefully with enterprises in the area of business focused
workforce development. Close examination and exposure to the models used in
enterprise training organisations would be of value to all providers. (Enterprise
RTO Association submission)

Reorienting education providers to industry outcomes, rather than training outputs, will
require major cultural and professional change for many staff.

The significance of this transformation must not be under-estimated.

It means a fundamental change in mission, staff skills, funding models.
(TAFE provider)

Funding models will need to address the lead time needed to facilitate productivity
impacts at enterprise levels and the respective contributions of government, employers
and individuals.

140 Knight, Brian and Mlotkowski, Peter (2009), An overview of vocational education and training in Australia and its links to the labour market,
Adelaide NCVER, p.34
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In regard to future vocational education and training funding, a wide range of stakeholders
identified the need to ‘re-engineer’ VET funding arrangements.

... to meet productivity outcomes—skills utilisation rather than just acquisition.
(Western Australian consultation)

Many have already started down this track and there are multiple examples of successful
partnerships between tertiary providers, particularly those between enterprises and industry
in the TAFE system. Well-documented examples are found in TAFE NSW (2008) Improving
the bottom line and Skills Victoria (2008) Building Skills, Growing Business.

The capacity for education and training providers to be agents of knowledge diffusion is
given more prominence within a workforce development model. This can involve sharing
the latest production or service capabilities in use in one enterprise with other firms through
training or feeding them into training packages through the continuous improvement
process (see also Appendix 6).

It can also take the form of stronger links between applied research and development
institutions, such as Cooperative Research Centres (CRCs), education and training providers
(both VET and university) and enterprises. In the primary industries—where there has been
a tradition of such relationships—it means that teaching becomes a vehicle for innovation
and new technology diffusion. Examples include the partnerships between industry and
education providers through the Weeds, Cotton, Sheep and Viticulture CRCs. This is often
supported by equipment donations to education and training providers from leading edge
firms and return-to-industry programs for teachers and trainers.

This model brings the educationalist role closer to that of field officer or extension worker,
helping diffuse innovations across an industry and facilitating peer learning. Equally,
education and training providers are well-placed to enhance the broader educational
dimension of skills upgrading in workplaces by helping employees articulate their own
learning needs which may be longer-term or support more in-depth learning.

The debate around workforce development needs to focus on the broader public
interest ... training must be focused on what will sustain people for their working
lives—not what an employer needs now. (Australian Council of Trade Unions
submission)

5.6 Return on investment

The investment outlined in this section to increase the levels of enrolments and the capability
of the tertiary education workforce, involve a total additional expenditure each year of

$660 million, cumulating, in constant prices. Other actions outlined elsewhere in this
Strategy to increase participation, improve productivity and make better use of skills in the
workplace, amount to a further $175 million additional spending in the first year with varying
amounts after that. The total required is an estimated $835 million in funding, much of
which, as noted above, is already being allocated through Australian Government initiatives
(see details at Appendix 1). The additional amount required each year could reduce
somewhat after 2020.

Apart from the social and community benefits of these proposals, in purely fiscal terms the
investment we recommend in this strategy will more than pay for itself.
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Indeed, the Productivity Commission estimated, on the basis of 2005 figures, that if Australia
were to close the participation gap relative to the highest performing comparable OECD
country for each of the labour force groups identified in Section 2, then Australia’s aggregate
participation rate would be boosted by close to five percentage points, to around 69 per cent
by 2030. The Open Doors scenario conforms to this aspiration, although as the aggregate
participation rate has risen a little since 2005, the projected increase is now less than five
percentage points, and should be achievable by 2025.

Approximate estimates of the income and fiscal benefits of participation increases have
been derived based on the methodology of the Productivity Commission.*" National output
is estimated to be progressively raised by around an additional 6 per cent as the projected
participation levels are realised over the period to 2025."? Based on the Productivity
Commission’s estimates, this six per cent increase in output would translate into an annual
improvement in the operating balance of governments of around $24 billion (2005-06
dollars).

As stated the cost to governments of the various proposals in this report to improve
participation and productivity is estimated at up to $835 million each year when

they are fully taken up. This additional funding could therefore be running at around

$12 billion extra (in constant prices) by 2025. There will also be some lag between spending
on the initiatives and reaping the benefits, but this should not be long given the nature of the
proposals. The most critical uncertainty is the degree of success in terms of job outcomes
and improved productivity that can be expected from these proposals.

However, even heavily discounting for very considerable margins of error, clearly the
presently estimated additional costs are enormously outweighed by the projected fiscal
benefits which are estimated to reach around $24 billion in 2025, or double the extra funding
in that year. Clearly this represents a very good return to governments on their share of the
extra funding, and an even better rate of return to the economy as a whole.

5.7 Recommended actions

Position the tertiary education sector to ensure it has the resourcing and workforce
capacity to deliver skills for the new economy

Recommendation 9: Enhance tertiary education and training provider capacity to meet future
skill needs.

We recommend an investment of an additional $660 million cumulating each year to 2025
compared to the 2008 base to provide for a 3 per cent a year growth in enrolments in higher
education and VET.

For the period up to 2012, this additional enrolment component will principally be achieved
through recent Australian Government initiatives and the funding that accompanies them.

Recommendation 10: Develop and implement a workforce development strategy for the
tertiary education workforce.

We recommend an investment of $40 million a year over the next six years to develop and
implement a workforce development strategy for the tertiary education sector.

141 Productivity Commission (2006), ‘Potential benefits of the National Reform Agenda’, Report to COAG

142 The projected increase in the workforce participation rate to 69 per cent in 2025 compares with rate of 64 per cent in that year, as projected
by Treasury on the basis of a continuation of present trends and policies. The increase of five percentage points is equivalent to an 8 per
centincrease in participation. The Productivity Commission assumes that an 8 per cent increase in participation translates into a 6 per cent
increase in output, because it conservatively assumes that the extra workers have less than average productivity. While we have retained
this conservative assumption, it is debateable if those additional workers are replacing other lower skilled workers who are moving up
the skills ladder as is projected in the Open Doors scenario through a significant increase in skills deepening. An alternative interpretation
would be that the extra education and training and workforce development initiatives proposed will lead to an increase in productivity that
at least equals any loss of productivity through engaging more people who are relatively less skilled.
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The strategy should explore and support ways to expand the engagement of industry with
the education and training workforce. These might include industry and provider staff

exchanges, joint industry/provider staff appointments and industry sabbaticals, and return to
industry placements for teaching staff.

Research, development and diffusion of distinctive VET and higher education pedagogies
should also be a priority.
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National reforms to implement workforce development should be brought
together in an Australian agreement to work collaboratively on a shared
Workforce Futures agenda. Government should lead the reforms but this
should be shared with industry partners who are responsible for realising the
productivity gains that will result.

A Workforce Development Observatory, or centre of excellence, is proposed
as the key vehicle for sharing expertise nationally and driving innovation in
workforce development.

Underpinning all of Skills Australia’s recommendations is a unifying theme. This theme
is the need for a new partnership approach and a shared agenda between the key parties
responsible for workforce development.

To provide a common starting point, Skills Australia has drawn on descriptions in use in
Australia and internationally to define workforce development as follows:

Those policies and practices which support people to participate effectively in
the workforce and to develop and apply skills in a workplace context, where
learning translates into positive outcomes for enterprises, the wider community
and for individuals throughout their working lives.

We believe that in a dynamic global environment, adaptive capacity—that is the ability

to respond to new and emerging opportunities and challenges—is the most valuable
characteristic the Australian workforce needs. Skills Australia is convinced that the
recommendations outlined in Workforce Futures will, if fully implemented, go far in building
this capacity and with it, our resilience as a nation.

6.1 Fragmented effort

There seems to be a lot happening, but it tends to be uneven, because there is no
overall direction. (Victorian consultation session)

Governments alone cannot unlock skill potential at the individual or the workplace level.
The establishment of new initiatives to encourage and support workforce development
requires the engagement of many parties and cooperation across government agencies.
Governments can however provide a coordinating role.

The Workforce Futures consultation process has tapped an enthusiasm and growing
consensus for urgent change to progress workforce development across Australia. A holistic
vision needs to be communicated, a common purpose on actions to support reforms
established, resources allocated or re-directed, relationships forged across current silos and
responsibilities and outcomes clearly articulated.

Australian public policy on workforce development as defined in Workforce Futures is
multifaceted, encompassing productivity goals as well as education, social inclusion and
employment dimensions. Relevant policy areas include education and skills programs as
well as industry innovation, workplace relations, employment services, infrastructure, social
inclusion and regional development. All these areas have a contributing and reinforcing role.
The need for connected actions between government agencies, particularly across business
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capability and skill-focused programs, is the key to achieving effective and lasting change in
skills development and skill use in the workplace.

Workforce development policy can provide the national focus and integrative framework that
will overcome the current fragmentation of effort in many of these areas.

6.2 Roles and responsibilities

Consultations clearly supported the need to have everyone involved.

All of the players need to be part of the discussion/solution. A totally industry-
led approach will not lead us to a future-focused approach, governments and
education providers must have a voice as well so that Australia’s overall well-
being and capability is considered. (Tasmanian consultation session)

Participants saw value being achieved through interconnections and ‘cross fertilisation’
across partners. They identified the need for a sophisticated and coherent focus with clear,
but not necessarily exclusive roles and responsibilities.

Whilst there is a role for industry/industry associations there is also a public
good element which cannot be ignored ... this necessitates a commitment from
governments for appropriate resources to achieve desired outcomes. Industry
can provide ‘expert’ input but the solution requires all stakeholders to take
appropriate roles. (ACT consultation session)

From a consideration of current roles and responsibilities, along with the suggestions made
during the consultation process, we recommend the following allocation of roles
and responsibilities.

Australian Government

[Government should] provide leadership on this new focus, and demonstrate
value. Publicise good examples, lessons learnt and build momentum. (South
Australian consultation session)

There are two broad roles for the Australian Government. First, stakeholders called on

the Australian Government to play a leadership role in driving a new, cross-government
workforce development agenda and bringing the key stakeholders together.

By communicating a strong message and insisting on a collaborative approach, efforts can
be coordinated and expertise shared.

Stakeholders also saw a clear leadership role for Skills Australia, including:

» articulating the benefits of such an approach to industry

» fostering the adoption of broader strategies to workforce issues, explicitly including
the benefits of workforce participation approaches

» fostering partnerships between agencies across portfolios and from all levels to
develop and implement more comprehensive and effective solutions

» articulating clearly the national and international factors influencing the broad
direction and effort needed by all parties to ensure Australia has an effective and
competitive workforce.

Second, the Australian Government, through Skills Australia and DEEWR, should be
directly involved in skills planning at the national level, with a continuing responsibility

for the provision of high quality information and a more refined and thorough focus on
specialised occupations and interventions. In higher education, where it is the major funder,
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the Australian Government needs to negotiate performance and funding agreements
with individual institutions that are consistent with Australia’s overall skills and workforce
planning objectives. Such agreements would need to avoid compromising the
entitlement-based approach introduced in response to the Bradley Review.

States and territories

Given that jurisdictions already have their own planning systems in place, it is
necessary for states to be involved in any developments in this area.
(South Australian DFEEST submission)

States and territories have a core and ongoing planning and policy role in education and
training and regional economic development. States contribute the majority of funding
for vocational education and training, and different models of planning and funding have
emerged in response to issues of demography, geography and industry.

In a partnership approach, states and territories would have significant responsibilities in all
of the Workforce Futures action areas. They would play an important role in identifying and
responding to national initiatives for specialised occupations at risk of over or under supply.
They would be partners and joint leaders of national workforce development reforms, such
as those around lifting workforce participation rates, improving language, literacy and
numeracy skills and building the capacity of the tertiary education workforce to connect
more strongly with industry. Finally, where this is not currently happening, they would need
to mirror the initiatives proposed for existing workers in Section 4 through recasting their
own business assistance and regional development programs.

We propose that these government roles and responsibilities be formalised in a national
workforce development agreement containing cross-jurisdictional implementation of
agreed targets.

Industry and industry-linked intermediaries

Government needs to let industry lead and inform systems, processes and
funding. (NSW consultation session)

Australia’s vocational education and training system is formally industry-led and there

is also industry input into higher education teaching and research, varying as a function

of institute and discipline. Yet many feel industry’s role is, at times, token. The reforms
envisaged in Workforce Futures give employers and industry sub-sectoral bodies more
direct responsibility for anticipating and solving workforce issues, and leading action in the
industry where employers have common interests at stake.

Skills Australia will continue to provide a key access point for industry through its triennial
work program of scenario development and skills forecasting, described in Section 1.
Industry Skills Councils, Group Training Organisations and other industry bodies will

be participants of consortia responsible for conducting in-depth analyses of specialised
occupations to advise whether skill supply is adequate and where other incentives to
stimulate the supply and demand for, or use of skill, may be required. Leadership of
industry workforce development projects and devising and promoting industry strategies to
underpin workforce initiatives will be another way in which industry leadership of workforce
development in Australia will take place, as described in Section 4.

Professional bodies would similarly be responsible for devising and promoting industry
strategies to underpin workforce initiatives.

Skills Australia proposes to recognise the central role of industry by obtaining industry peak
body endorsement for the National Workforce Development Reform Agreement (see below).
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The tertiary education sector

Tertiary education providers have an essential role in partnering with enterprises in
workforce development. This means being more than simply providers of educational
services to individuals. Many institutions already offer holistic services linked to enterprise
organisational developments, but these activities need to be encouraged and facilitated so
they become common practice.

States and territories also have the potential to leverage the scale and reach of their TAFE
systems, as agents that have already demonstrated the capability of working closely with
enterprises at the local level.

One way of better linking business development, innovation and the education and training
required to support these, is to identify an agreed set of measures, principles and activities
related to workforce development and enterprise partnerships that are conducted by tertiary
institutions. These should then be built into tertiary education sector accountabilities and
funding (see also Section 4). For too long such work has not been acknowledged as a core
business of the sector.™?

Strong local linkages across programs

As noted above, the workforce development agenda is complex, crossing jurisdictional and
portfolio boundaries. As a result, workforce development activity pulls in a range of industry
stakeholders, including key employers and unions, business and skill development experts,
researchers, and regulators. Localised or place-based approaches are widely recognised as
playing a key role in a range of social inclusion initiatives and they are similarly important for
specific workforce development ones.

Australia is fortunate in that its VET providers are widely dispersed across the continent,
with a highly localised but inter-connected network of adult and community education
providers that offer flexible and customised services in metropolitan, regional and remote
areas. Our tertiary education sector is recognised as world class with valuable international
and national teaching and research partnerships.

The services provided to job-seekers at some 2000 locations as part of Job Services
Australia offer another crucial network that plays an important role in any workforce
participation initiative, and is usefully complemented by the Local Employment Coordinators
now working in some 20 Priority Employment Areas across Australia. Consultation feedback
suggests that effective work on this issue is best devolved and managed close to the
operations of the industry, enterprises and communities concerned.

Consultation feedback also suggests that effective work on this issue is best devolved and
managed close to the operations of the industry, enterprises and communities concerned.

Flexibility has been a key feature of recent approaches to workforce planning
and industry development activities in South Australia. This has been achieved
through greater devolution of decision-making to those closest to the industry
or sector concerned and relies on a collaborative approach to problem definition
and resolution that removes unnecessary bureaucratic processes. (South
Australia DFEEST submission)

6.3 What national reforms would achieve

Shared language, objectives and outcomes

Workforce development, as an emerging field of practice, has benefited from a period

of creativity and innovation to generate and trial new approaches. Australia is building a
presence as a leader in the field of workforce development. The OECD currently recognises

143 Ideally training providers that partner with enterprises to improve workforce development should be paid by those enterprises for the
services provided. In some cases this has led to individual TAFE institutes being set revenue targets for these partnerships with the
Institutes then retaining the funds obtained.
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Australia as an innovator in workforce development and skills utilisation and observes the
sophistication of the industry discussions here, commenting that in Australia:

industry networks ... increasingly understand the limitation of taking short-term
approaches to filling labour shortages ..."*

However, the diversity of views and understandings can also hamper efforts to build on
successful experiences and learn from one another. It is time to step-up actions to take
forward these individual experiences and integrate them into mainstream practice.

We propose a national reform agreement setting out a common language, objectives,
outcomes and agreed success indicators as the vehicle for realising this vision.

The reform agreement should have intergovernmental support though COAG, with industry
endorsement through peak industry associations. The principles it contains are particularly
important for the allocation of government funds.

This agreement would:

» setout a shared vision, objectives and outcomes to guide a whole-of-government and
industry-wide approach to workforce development

» progress priority actions and establish new approaches and initiatives to address
future skill needs; promote demand for, use and development of skills in workplaces
and industry

» maximise the application and development of the skills of the workforce through
publicly funded programs for enterprise, industry or regional development by
leveraging existing education and training programs and industry/enterprise funding

» introduce a communication and engagement campaign on the Australian vision for
workforce development explaining ways for enterprises, communities and individuals
to take up workforce development reforms and opportunities.

Fostering adaptive capacity through a Workforce Development Observatory

Sharing knowledge, practices and experiences in a structured and efficient way, together
with the development of indicators of success and evaluation will lay the groundwork for
building excellence in workforce development initiatives.

Australia is already recognised as a leader in trialling innovative approaches in the emerging
field of workforce development. There is an opportunity to build on this position by
establishing a centre of excellence, or ‘observatory’ to disseminate advice on excellence in
this field. Consistent with the objectives of promoting industry leadership and engagement,
a clearinghouse should be independent of government agencies, and engage in strategic
partnerships with industry and professional groups.

The task of an observatory would be to build a network of expertise to explore, promote
and resource new knowledge and disseminate information on how best to harness
workforce development to drive sustainable productivity growth. Successful examples

of clearinghouses, cooperative research ventures and centres of excellence exist within
Australia and overseas and these should be drawn on to define the observatory’s structure
and role."® For now, Skills Australia proposes the following core functions for

the observatory:

» consolidate national expertise and be a first point of reference for innovation in
workforce development

144 Giguére, Sylvain (ed) (2008), More than just jobs. Workforce development in a skills-based economy, OECD, p.11.

145 These include the Cooperative Research Centres, the Communities and Families Clearinghouse, the Australian Clearinghouse for Youth
Studies, the Australian Domestic and Family Violence Clearinghouse, the Homelessness Clearinghouse and the soon to be established
Closing the Gap Clearinghouse.

Creating a shared agenda on workforce futures Skills Australia » 71

A £



» engage with international experts and overseas practice to provide Australians with
leading edge advice on what works

» provide a national online clearinghouse and plain English publications to disseminate
practice, tools and resources

» facilitate dialogue among practitioners through conferences, events and seminars and
on-line networking tools

» contribute to the tertiary education workforce development strategy to build the
capacity of education and training professionals in this field (see Section 5)

» facilitate and fund research where there are gaps in national data collections or in what
is known about the application of workforce development strategies

» develop and advise on performance indicators and measures and conduct evaluations
to support continuous improvement and learning.

Government funding of the work of the observatory is crucial in the short term, with a
longer-term prospect of industry contributions and self-funding arrangements. There would
be the opportunity to link the work of Skills Australia to other national, regional and industry
initiatives that focus on industry, workforce and economic development.

6.4 Recommended actions

Lead a new partnership approach to workforce development at government, industry and
enterprise level

Recommendation 11: COAG and Ministerial Councils for tertiary education, industry,
workplace relations and regional development, together with industry peak bodies endorse a
National Workforce Development Reform Agreement and commit to cross-jurisdictional and
industry-wide implementation.

Funding: Within current resources.

Recommendation 12: The Australian Government to lead a collaborative approach between
government and industry to build adaptive capacity in the workforce, including the
establishment of a ‘Workforce Development Observatory’.

Funding: $3.5 million each year to 2020, indexed but non-cumulating, subject to industry
contributions. This estimate assumes costs of some $980 000 a year for seven staff;
research, survey and database funds amounting to some $1.8 million with the remainder
providing for operating costs, including those required for establishment. Appendix 1:
Preliminary Costing of Recommendations
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The Workforce Futures papers

The consultation process on Workforce Futures was facilitated through the release of three
background papers in September 2009. These included an overview paper Towards an
Australian Workforce Development Strategy, Background Paper 1: What does the future hold?
Meeting Australia’s skills needs and Background Paper 2: Powering the workplace: Realising
Australia’s skill potential.

They were distributed to a wide range of peak industry bodies, education and training
authorities and representative organisations, Industry Skills Councils, economic and regional
development bodies. They can be read on the Skills Australia web-site at

www. skillsaustralia.gov.au.

The consultation process

The consultation process used to refine the proposals put forward in the background papers
and to develop the Workforce Futures Strategy involved:

» asteering committee involving educationalists, researchers and workplace specialists,
as well as government officers working in relevant areas

» consultation with key stakeholders around alternative scenarios for Australia to 2025

» input from state and territory governments, Industry Skills Councils and peak
organisations on workforce development initiatives being undertaken

» a nation-wide consultation process and written submissions

» strategic conversations with key agencies to develop recommendations.
The background papers formed the basis of discussion at the variety of stakeholder
consultation meetings and roundtables conducted in over 20 sessions around Australia.

The consultations were predominantly hosted by Philip Bullock, Chair of Skills Australia and
attended by Board members.

The public consultations took place in all states and territories over September to
November 2009 with involvement by key stakeholders from enterprises, industry, tertiary
education providers, professional associations and others. At each consultation session
there was the opportunity for table discussion, plenary sessions and for stakeholders to
provide written feedback.

In total over 400 stakeholders were consulted and included:

» government officials from education, training, industry, regional development and
local government agencies

education providers universities and public and private VET providers
professional associations

Industry Skills Councils and state-based industry training advisory bodies
peak industry association representatives

trade union officials

researchers and consultants

vV vy Vv Vv vVvYvyy

group training organisations
» career development specialists.

A full list of stakeholder organisations that were invited and attended to the consultations
can be found on the Skills Australia website.
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Presentations

Presentations were also made at conferences including the Melbourne Institute Economic
and Social Outlook Conference; the Centre for Employment, Education and Training (Monash
University) Conference; the Business Higher Education Roundtable; TAFE South Australia
Senior Managers’ Conference and the Community Services and Health Industry Skills
Council Conference (by Dr John Buchanan).

Additionally the following organisations hosted focused sessions for members, staff and
other interested parties:

Group Training Australia

Australian Industry Group

Australian Chamber of Commerce and Industry

The Australian Council of Trade Unions

The Business Higher Education Roundtable

vV vy Vv vVvVYvyy

Community Services and Health and the Service Skills Industry Skills Councils,
and Skills DMC.

Submissions

Over 40 written submissions were received complementing the written and verbal feedback
provided by participants at state and territory roundtable meetings. A list is available on the
Skills Australia website.
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The United States National Fund for Workforce Solutions (NFWS) is a public-private
collaboration formed to address regional workforce development challenges. The core
principle is to organise workforce development around industry sectors and to broker
connections between employers and workers. NFWS is focused on moving

low-wage workers into higher-paying jobs while providing employers with the skilled
employees they need.

This ‘dual customer’ (that is employer and employee), approach is focused on:
» employers having access to qualified employees
» regions becoming economically competitive
» people who work earning family-sustaining wages

NFWS services extend beyond ‘work first’ training or education programs into ways in which
improvements in systems and programs can be achieved. They work to engage employers
and workers in longer-term change.

NFWS is a joint investment by leading corporations including Microsoft, the US Department
of Labor, and private foundations including Ford, Rockefeller, and Wal-mart among others.
The National Fund for Workforce Solutions works on four principles, derived from a decade
of program experiences among member partners:

» establish regional funding collaboratives that convene leaders with resources
to identify, build support, and leverage resources for a shared strategic vision of
developing a highly skilled workforce and a competitive regional economy

» support workforce partnerships that implement ‘dual customer’ services focused on
the needs of both the employers and workers in industry sectors that are of economic
significance to their regional economies

» promote career advancement for all workers—especially low-wage workers and job
seekers—through career pathways education and training programs

» facilitate alignment across programs and systems in support of a comprehensive,
easily navigated workforce development system

In 2009 it agreed to combine funds and disburse $30 million for direct support of regional
funding collaboratives, technical assistance, research, evaluation, and policy advocacy.

It currently invests in 22 regional funding collaborations across the United States and
expects to increase that number to 25 by 2010.

It operates in 20 industry sectors, most commonly in health care, construction,
transportation, aviation and manufacturing. Interest in the model is gaining momentum with
regions across the country in the process of developing this approach.

Employed participants in Boston’s SkillWorks partnership, one of NFWS earliest grantees,
earn an average of almost $4 an hour more than pre-enrolment wages.
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Internationally, both market-driven and government-facilitated approaches to increasing
skills utilisation are evident. The spread of high involvement, high performance work
practices in some industries and corporations globally is seen as evidence of the former,
while dedicated programs in Finland, Norway and Ireland among others are examples of the
latter. Singapore and Malaysia offer examples where enterprises are encouraged to review
their work processes and job design according to blueprints of leading practice in their
sector, while also being supported with best practice technical and core skills training for
their workforce.

Finland — The Workplace Development Programme
» In operation since 1996. It is an enterprise assistance program with a twin focus on
productivity and quality of working life. Program evaluations suggest the two goals are
mutually reinforcing and also support sustainable employment by creating workplaces
in which people remain for longer through their life course.

Scotland - The Scottish Skills Strategy (2007)
» Aims to ‘encourage employer demand for skills” by ‘supporting employers to develop
ambitious market strategies that clearly articulate what skills they need to achieve their
business objectives and how they will use them’.

Ireland — The National Centre for Partnership and Performance’s Working to our Advantage, a
National Workplace Strategy (2005)
» Places primary importance on the workplace as the site of innovation processes.
Participatory management practices that motivate staff to develop new ideas are a key
element of the strategy.

New Zealand—The New Zealand Skills Strategy (2008)
» Emphasises skills utilisation and labour productivity growth. Four priority actions are
outlined: literacy, language and numeracy; capability of firms; supply and demand of
skills; and young people in work.

Literacy and numeracy

International examples suggest national adult workplace literacy policy should include

a partnership-based national leadership agenda, appropriate funding arrangements and
diverse delivery models, evidence-based development, consistent reporting and quality
assurance, and teaching developments that are up-to-date with changing workplace and
community contexts. Successful models from comparable countries include the following:

» New Zealand—More than Words: The New Zealand Adult Literacy Strategy (2001);
Tertiary Education Commission Literacy Language and Numeracy Action Plan
2008-2012—Raising the skills of the workforce

» Scotland—Adult Literacy and Numeracy in Scotland (2001); Scottish Adult Literacy and
Numeracy Strategy; the Big Plus Campaign; Skills for Scotland

» UK-—Skills for Life Strategy: Changing Lives (2009)
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Sectoral workforce development example: disability services
national project'*®

Context

National Disability Services (NDS) is an employer association covering services that provide
care and support to people with a disability who are living at home or in institutional care.
The NDS national workforce project was designed as a program of assistance to service
organisations to help them better understand and deal with their workforce issues.

The workforce development challenge

In 2007 NDS conducted a survey of 40 Queensland non-government disability services.
Average staff turnover was 21 per cent and 29 out of 40 organisations said they ‘often’ or
‘always’ had difficulty recruiting appropriately trained staff. Most turnover was voluntary.
This reinforced NDS’s view that its member organisations were facing significant workforce
challenges and managers were not well-equipped to address them.

The context of disability work was changing, with organisations needing to care for
people with more complex and multifaceted conditions (for example, mental as well as
physical disability and drug dependency) and more people remaining in their own homes.
Government funding arrangements were exacerbating workforce fragmentation by basing
payments on patient outcomes and services — which sometimes may be only one hour
long. This was leading to serial servicing, with a succession of workers visiting a
home-based patient for short periods over the course of a day and in turn was having a
negative impact on staff access to supervision, peer support, and incidental learning and
development opportunities.

The engagement of the disability services sector with the formal VET system was diaghosed
as being weak, and the sector also suffered from low wages and an unfavourable image.

Project design
The project aimed to:

» increase understanding of the workforce capacity challenges facing the disability
sector

» trial a range of strategies to attract and retain skilled staff

» strengthen the relationships between disability services, VET providers and other
stakeholders

» support disability organisations with information and the opportunity to share their
knowledge about what works.

Phase one of the project (in 2007 to 2008) involved data gathering, awareness raising and
presentations to services about workforce issues. A range of pilot sites were recruited

from the NDS membership. Phase two, undertaken in 2008 to 2009, involved strategy
development and implementation by 13 organisations around Australia. Workshops took
place where they shared experiences, and the development of tools and resources translated
learnings into guidance for the disability services sector as a whole.

148 The project was funded through a DEEWR Workforce Innovation Program grant. See all project documents at www.ndsqldprojects.net/
nwp/index.htm.
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Participating pilot organisations had to agree to consider:
» how to strengthen their relationships with other organisations
their attraction and recruitment strategies
job redesign
flexible working arrangements

vvyvVvyy

other retention strategies such as salary packaging and staff engagement
» skill development.

Services were encouraged to do their own diagnosis and strategy development within
certain parameters and with facilitator support from NDS and its state and territory
branches. They were also supported to develop key performance indicators and monitor
them to evaluate their results. Qualitative evaluation was also undertaken. Many established
new systems and processes during the project, which they subsequently saw as being as
important as any immediate staff outcomes.

Management capability became a key theme of the project, as in the following quote from
one pilot organisation, which decided to focus on their care coordinators:

The lack of clarity around the coordinator’s role affects supervision and
leadership of direct care staff, i.e. support workers and supervisors. It leads to
direct care staff feeling as though they are working in isolation and in turn leads
to higher turnover. Lower than desired levels of mentoring, supervising and
coaching...results in staff feeling unsupported and undervalued and can lead to
ongoing poor practice, a rise in challenging behaviours from clients and lowered
job satisfaction, which again contributes to turnover.

Outcomes

The following are examples of issues experienced by disability services and the workforce
development strategies they used.

Management development

A management development program and objective setting process was put in place in a
fast-growing service where managers’ behaviour was seen as the key to improving retention.
Performance development for managers was linked to progression.

Results from a staff feedback survey were positive and in 2009 over 80 per cent of staff rated
their induction and ‘level of support from managers’ as good or very good, compared to 60
per cent and 68 per cent in 2008. Manager participation in the learning strategy was strong
and their feedback positive.

A whole of workforce approach

A service organisation undertook negotiation of a collective workplace agreement to
redesign roles, implement full-time positions and increase rewards by using salary sacrifice
schemes. This was coupled with improved recruitment and management capability
strategies. There was a small improvement in overall retention and a ‘positive cultural shift
within the organisational environment’. Management gained new awareness of issues in the
attraction and retention of staff — in particular that they had to ‘create an environment where
the needs of staff are being met at higher pay and skill levels.’

Recruitment, retention and service quality

A group house-based service sought to improve the quality of their service, reduce
long-term vacancies and its reliance on casual staff. Jobs were redesigned around the
needs of the house and the visa restrictions faced by international students. This allowed
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the continuing employment of international nursing students, and recognition by the service
organisations that ‘job-sharing was doable’.

A new approach to training

Concern about the number of staff starting but not completing certificate courses led
an organisation to trial a structured learning support program and to negotiate with the
education provider about how the course was taught.

The university reduced fees to encourage the trainees, and modified the course to provide
more work-based delivery. Better results were obtained and the disability organisation
now has a continuing relationship with the university captured in a Memorandum of
Understanding.

Linking skill gaps to real workplace needs

An organisation concerned about skill gaps and recruitment difficulties implemented a
training bonus; an exclusive relationship with one training provider; an e-learning training
program; a new induction program linked to a buddy scheme; and a collective pre-
employment training program for new starters into the industry. A goal was to increase the
number of staff with tertiary qualifications.

During the pilot, the proportion of staff with a tertiary qualification remained at 50 per cent
despite very rapid growth in numbers. Seventy-two per cent of staff engaged in training
during the year and the organisation understood the need to have systems in place to
monitor and record client support needs and link these to skills gap training.

A whole of industry approach

As part of the national industry-wide work undertaken through the project, the NDS
developed a recruitment and retention tool kit encompassing many of the strategies that had
been trialled by the pilot sites, and in 2008 also conducted a direct support worker survey to
which there were some 1200 responses. The NDS is currently identifying ways to continue to
support workforce development across its membership.

Conclusions
The NDS identified some lessons from the project that were important to its success.’®

Recognising industry complexity — not just a skills issue

The multi-stranded approach to the sector’s workforce challenges was effective -
‘an approach that recognises complexity of the workforce sustainability issue, particularly
with regard to the importance of the stakeholders in the disability sector.”

‘Training plus’ strategies are needed

Creating new job roles that allowed people to specialise in advance practice, and be
recognised for this, were introduced across several services. ‘Workforce reform should start
with an examination of the job’. Skill utilisation needs should be understood before assuming
a training response.

Staff engagement

Service organisations found that it was important to engage staff at ‘the idea generation
stage of developing strategies’.

Evidence

Collecting evidence and making decisions on the basis of it became extremely
important during the project. This resulted in some assumptions being overturned.
Many service organisations introduced better systems for monitoring staff and
organisational performance.

149 Taken from the National Disability Workforce Project Team Report, July 2009.
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Time — a long term approach is needed

Sufficient time, rather than large amounts of funding, was critical to the completion and
evaluation of strategies that involved multiple stakeholders, different interests and a
range of strategies. One year was found to be insufficient for trialling strategies, but many
organisations will continue with implementation and evaluation into the future.

Enterprise workforce development example: dairy food manufacturing

Context

The project set out to explore opportunities to improve business capacity by addressing
operator skill needs associated with emerging products and processes in the dairy industry.

The business context was a large multinational company, Fonterra Australia. Its Darnum
plant produces a range of dairy products including whole and skim milk powders for
domestic and export markets. Job design at the plant promotes multi-skilling. Operators
regularly rotate through all activities on site including roles in both production and
warehousing. This is an unusual arrangement, reinforced by application of a common rate of
pay across all operators, including the more skilled dryer operator jobs which are the focus
of the project.

Within the local labour market the business is reputedly a good employer, sitting in the mid
to upper quartile of processing pay rates. The management style favours a consultative
approach and was described by one middle manager as ‘open but still old-school’.

Workforce development challenge

Like many other large milk powder producers, the Fonterra Gippsland plant is transitioning
from standard bulk commodity product lines to higher value products such as nutritional,
baby food and other specialty product ranges. These high-end products present a number
of production challenges, including blockages within the evaporation and drying equipment
that remove moisture from milk. Once blocked, it can take hours, days or sometimes weeks
to ‘dig out’ dryers and fires or explosions can occur.

Business commitment to pursue high value-add product opportunities was reflected in a
decision to invest $17 million in upgrading plant and equipment with the aim of maximising
plant output and reducing downtime. This investment occurred over the course of the project
and required a two month site shutdown.

During the upgrade, the challenge was to hone the skills of operators to manage increased
product throughput at the same time as adjusting the environmental variables and material
inputs affecting production. The company decided to pause staff rotation for 12 months

to allow for development and consolidation of dryer operator skills during the transition in
product range.

Project design

The first trial with Fonterra commenced in July 2008 in partnership with Dairy Australia
and the National Centre for Dairy Education Australia (a joint industry-TAFE education and
training facility). The project aimed to:

» establish the skill needs for high-end employees in the dairy industry
» engage employers in becoming partners in the training solution, not just recipients

» establish key performance indicators that measure outcomes for the individual student
as well as performance improvement for the business

» provide feedback to training providers on effective models for advanced skills training.
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Approach to developing workforce capability
A four-stage approach was adopted.
Locate technical expertise

The first step was to identify a trainer with the required specialist expertise. Industry
networks were used to locate a New Zealand-based international expert in dryer technology.
The National Centre for Dairy Education Australia (NCDEA) managed this process, facilitating
conversations between the consultant and the business to explore processing requirements,
operator role and related training needs and options to address these. NCDEA also engaged
a local training consultant retained by the company to assist with collecting production data
for performance monitoring and to develop supporting documentation.

Establish key performance indicators

The next step involved identifying useful performance measures and establishing baseline
data. NCDEA, the management team and project evaluator discussed and agreed that a
reduction in equipment blockages was as the main indicator given the relevance and ease

of data collection. In the six months prior to training there were seven dryer blockages of

an average duration of six hours, equating to some 231 tonnes of product lost over the
period. Both managers and staff saw the opportunity to improve dryer plant and equipment,
increase dryer operating skills and as a result, offer more satisfying jobs. They also arranged
for an evaluator to interview participants to confirm whether these results were achieved and
test for other outcomes.

Realise the potential of skills measures

The link between a range of workplace systems and procedures and skill development

was clearly articulated. Previously, the operators had relatively little access to real time
operating data. They relied on ‘gut feel’ and were understandably cautious in the way they
managed the process to avoid blocking the dryer. They maintained safe margins of error
which resulted in relatively poor yield and high wastage. While this was not necessarily
problematic when producing a bulk commodity product it becomes unviable when applied to
a high value product.

Consequently, the company decided to upgrade process control systems as well as installing
new plant to provide operators with more timely and detailed processing information. The
expert technical consultant tailored software he had developed to track the ‘stickiness’ of the
product range. The new systems provided operators with a range of real time data so they
could monitor and adjust the process within much more tightly controlled specifications. The
external training consultant supported the process of documenting new standard operating
procedures.

Facilitate training delivery

Training was conducted on-site, but off-the-job as two one-day sessions attended by
selected operators and managers including members of the process improvement team.
An NCDEA teacher attended to confirm that the style of delivery and content level were
appropriate to meet the project needs. Management expected to train around 50 per cent of
its operators, targeting those who were their ‘top’ performers. They also decided to include
some operators from related work areas that influence dryer performance. The training was
not accredited or formally recognised.
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Outcomes

From the enterprise perspective, tangible changes between December 2008 and October
2009 included:

» record length of operation with no blockages of the dryer. The company estimates
savings in the order of $650 000 over the 10 month period

» increase in the number of changeovers reflecting increased product variety

» achanged role for dryer operators who became more technically knowledgeable
around the varied nutritional product formulae, and who now oversee much higher
throughput rates allowing less scope for trial and error

» work in the related work areas of mixing and evaporation has intensified as the
number of product changeovers increases. The business subsequently committed to
upgrade the batch plant to maintain supply to the dryers.

A company manager noted:

From a business point of view it is always good to be able to provide a tangible
measure of the benefits derived from training. Too often, the question is asked as
to what value Fonterra has got from our investment in training, and the answers
are sometimes very hard to find. Therefore, to be able to....clearly [outline] the
benefits attained, is certainly refreshing.

In addition to upgrading operator skills and knowledge, two factors played a significant
role in delivering these outcomes. The first was the plant upgrade. The second was the
development of a culture that encourages operators to challenge and push operating
boundaries. Driving this type of change takes time and perseverance. The site manager and
project champion project reflected:

[this approach] ... needs company support — you need to provide a place where
people can achieve things ... it takes tolerance to see it through.

The overall response to training from dryer operators was positive although the increased
demands of dryer jobs did not suit everyone. After 10 months around 75 per cent of
operators nominated to stay on and deepen their dryer skills. The rest elected to move to
another area. Operators said that the following factors attracted them to the work and to
participating in training:
» being recognised and respected for their expertise both by managers and co-workers
(experienced operators were involved in commissioning the new dryer)
» being challenged and engaged by the work which required greater technical
complexity ‘I like to know how things work — | want to do more than just sit behind
a screen’.
» having ongoing opportunities to learn from experts and from other factories (some
operators had visited plants in New Zealand) ‘learning things that will allow you to do
a good job’
» feeling pride in a job well done well and passion for the work they do ‘we export
quality nutritional powder for babies all around the world’
» working in a company prepared to invest in plant, equipment and systems that can
deliver improved performance.

The company sees high end operating skills as primarily plant and process specific.

The operators mostly had a Certificate lll in Food Processing, but beyond this the company
handled skill development by engaging trainers who had a sound knowledge of their plant,
an understanding of their workplace culture/communication style, and an ability to provide
training directly tailored to their specific processes, products and equipment.
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Targeted training about a specific business problem is the best. There’s no point giving
[operators] a whole lot of information and leaving them to work it out for themselves.

Operators were also asked to comment on the type of training they found most useful.
The authority and credibility of the trainer was critical. A number commented on the value
of being able to draw on a breadth of practical, real examples: /t’s not a theory thing — he
doesn’t just get it out of a book.

Other aspects of training identified as important were a preference for face-to-face training
in work time. It was also seen as important that the training happens away from work so
people have time to learn.

Conclusions
From a business and trainee perspective this project achieved:

» improved productivity and growth for the company
» more complex and satisfying work for the workers

» for the education provider, access to a sophisticated technical expert that the NCDEA
has now used in ‘webinar’ sessions delivered by broadcast concurrently into multiple
business locations in real time. NCDEA is also developing a database of industry
expertise it can draw on to expand its capacity to respond to the demands of high-end
technical operator development.

The project also demonstrated workforce development good practice in making the
connections between all of the levers needed to lift productivity, from physical plant to
employee relations, workplace culture and job design, to skills and knowledge. It supported
the business to clearly articulate workforce development needs as well as establishing new
initiatives to bring about an improvement and to measure outcomes.

While the training ‘event’ itself was quite condensed, it was supported by new conceptions
of key occupations at the plant and how they fit with others around them to generate

better performance and plant sustainability. The training provider played a role in locating
and linking specialist technical expertise to address skill development needs of already
experienced and knowledgeable workers and was also able to extend access to this expertise
to assist other workers and companies.
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Preamble

This agreement outlines a change agenda for governments in directing reform and
linking efforts to improve Australian workforce development and the performance of
Australian businesses.

Raising education levels and expanding the stock of qualifications across the population

is a necessary but not sufficient response to national aspirations of lifting innovation,
productivity and economic growth or social participation. Consideration of the relationship
between skills and industry productivity, including factors such as job design and work
organisation, the nature of management and the extent to which workplace culture
encourages learning, innovation and autonomy is equally important. The ability to use skills
and knowledge, and to use them well, in the workplace and in communities, is what really
matters for productivity and participation — not just the acquisition of skills.

In agreeing to work together, partners to this agreement commit to:

» promote and communicate a national vision of high skills use across the community
and in workplaces

» establish and accelerate a reform agenda for Australian workforce development
» agree to work together and link expertise and resources to maximise efforts to drive
change in the development and application of skills of the Australian workforce.
Vision
Ensuring Australia has the workforce capability required for a productive, sustainable and

inclusive future. Australian enterprises have the capacity to develop and use the skills of their
workforce to maximum advantage for industry and community benefit.

Defining workforce development

Those policies and practices which support people to participate effectively in the workforce
and to develop and apply skills in a workplace context, where learning translates into
positive outcomes for enterprises, the wider community and for individuals throughout their
working lives.

Objectives

National objectives for Australian workforce development are:

» to sustain economic growth and raise productivity by increasing skills and avoiding
future skills shortages

» to lift the workforce participation rate to 69 per cent by 2025 to provide the required
workforce and improve social inclusion

» to lift the unacceptably low level of adult language, literacy and numeracy to enable
effective educational, labour market and social participation

» to improve productivity, employee engagement and job satisfaction, by making better
use of skills in the workplace

» to position the tertiary education sector to ensure it has the resourcing and workforce
capacity to deliver skills for the new economy
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to lead a new partnership approach to workforce development at government,
industry and enterprise level.

Roles and relationships

This agreement recognises the distinctive and specialised roles of the Australian, state and
territory governments, education providers, industry and other partners. It also commits
agencies to joining up initiatives aimed at business development and innovation, enterprise
management and leadership, productive and cooperative workplaces, workplace learning,
and business capability to manage the application and development of skills.

Partn
>

ers agree to:

strengthen linkages between skills, employment, workplace relations, business
capability and development and regional activities, programs and initiatives
establish performance objectives and indicators for workforce development with

clearer accountability in state, territory and federal government levels resource
agreements

support flexibility of resource allocation to promote innovation in workforce
development at the enterprise level

simplify connections between programs, across industries and regions so they are
easier for people to use and silos are overcome

expand and devolve workforce development actions to extend the impact at enterprise
and community levels.

Priorities for action

1.

o o 0NN

10.
11.

12.
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Deepen the level of workforce skills

Implement a collaborative workforce and skills planning framework

Address the skill needs of groups with relatively low participation rates

Address the skill needs of vulnerable learners

Develop and implement a national adult language, literacy and numeracy strategy

Significantly upscale successful approaches to adult language, literacy
and numeracy

Use government funding to leverage workforce development

Encourage tertiary education sector/industry partnerships

Enhance education and training provider capacity

Develop a workforce development strategy for the tertiary education workforce

Provide leadership as part of a coordinated national approach to
workforce development

Participate in the establishment of a Workforce Development Observatory to
foster change.
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Performance indicators

Indicators of national, regional and enterprise outcomes are needed in relation to deepening
Australia’s skill base, participation and making better use of skills at the workplace.
The following are provisional success indicators:

>

>
>
>

&

annual increase in tertiary education enrolments of 3 per cent to 2025
skill strategies are developed for specialised occupations
skill shortages or surpluses in specialised occupations diminish over time

workforce participation rate increases from 65 per cent towards the 2025 target of
69 per cent

increase in workforce participation rates for men aged 25 to 64, women aged 25 to 34

years and older Australians (55 to 64 years) increase
decrease in labour under-utilisation rates

substantial reduction in the proportion of adults with low language, literacy and
numeracy skills

national language, literacy and numeracy strategy in place by mid-2011
increased participation of employees in structured education and training

reduced performance gap between small and large firms and in terms of access to
structured education and training as part of employment

improved levels of skills and qualifications use in employment
increase in tertiary education sector partnerships

workforce development strategy for the tertiary education sector developed
and implemented.
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