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SUBMISSION FOCUS

This submission discusses the importance of a balanced workforce in the development of innovative,
productive economies and socially inclusive societies. This submission focuses on the importance of
the intermediate workforce. It argues that three education sectors (upper secondary, vocational and
higher education) play complementary roles in skill formation and development, whether in
supporting students to enter into further education and/or gain employment.

The education systems in OECD and EU countries understand the links between each of these
sectors and the fact that each sector makes an equal contribution to a productive and well-balanced
society.

In contrast, Australia’s educational arrangements are out of balance. We have failed to develop a
framework that is interconnected and ensures that graduates at all levels are adaptable and have
both enduring core skills and workplace competencies.

It is apparent that we cannot guarantee the availability of both applied and theoretically trained
graduates. Our VET system, which is so important to the development of graduates with applied
skills, has been truncated by artificial sector demarcations. Our failure or unwillingness to
understand the concept of complementariness has left us well behind the rest of the world in terms
of skill development and an integrated tertiary system.

The key propositions of this submission are that:

e without an industry policy — and an industry policy that is integrated with educational policy
— education can play only a minor role in developing a fit-for-purpose skills workforce.
Furthermore, an effective industry policy has to be underpinned by implementation plans.
Because Australia doesn’t have an industry policy, the focus on making higher education a
way to make the economy more productive has been a failure;

e throughout the OECD and the EU, successful economies have developed diversified
education systems with strong links between upper secondary education and tertiary
education. They have focused equally on the intermediate skilled workforce and the higher
education skilled workforce. These countries have understood the importance of an
integrated skills level in the workforce and have ensured that education supports this
framework;

e the curriculum used in vocational education is predicated on preparing people for specific
jobs, which is not suited to a dynamic and diverse economy. Internationally, vocational
education curriculum has at its core literacy, numeracy, and digital competence as well as
occupationally related skills. At a time when job security is uncertain and industry generally
is unsure of the impact of technological change, a broad-based curricular underpinned by
core skills that can be reasonably expected to endure should underpin all levels of VET
curriculum;
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e successful vocational education systems have strong and direct pathways into higher
education, which in turn should offer diverse routes into applied universities and research
universities. Yet diversity is not a feature of Australia’s university system. Moreover, applied
universities have courses that are directly linked to lower level VET qualifications. VET
cannot continue to be a residual provider and focus only on entry-level qualifications.
Economies that are focusing on high skills create VET systems that are relevant and offer
reliable pathways to higher education.

e internationally, the intermediate skills workforce consists of two levels: lower and upper.
Both are vital for initial career entry, continuing learning, career progression and a
productive economy;

e an upper intermediate level workforce is vital to innovation diffusion and the successful
adoption of new technologies by industry. VET has neglected this area and it is therefore in
decline;

e inthe OECD upper secondary education complements industry needs. This secondary
education has two tracks: an academic track that streams students into universities while
the professional/vocational track streams students into applied universities such as
university colleges or into employment at the lower intermediate level. Victoria needs to
consider restructuring its upper secondary level to make it internationally competitive;

e there is strong evidence to suggest that growth industries in Australia will require large
numbers of upper intermediate personnel in the near future. A key focus in the
redevelopment of Victoria’s VET system should start by reframing the paraprofessional
curriculum in partnership with universities, VET institutions, government and industry;

e adiversified university system with a focus on applied learning directly linked to vocational
qualifications is of great importance to the development of the workforce. Victoria should
give serious consideration to the creation of a hub and spoke model for higher education.
Creating two university colleges would complement existing university provision. An
alternative arrangement is suggested for rural institutions.

Skills for Victoria’s Growing Economy Part 1 4|Page



o
I Mackenzie
Research Institute
Links between productivity and tertiary education

A central issue raised in this discussion document relates to the contribution that post-secondary
education makes to productivity and occupational mobility, particularly regarding transitioning from
low skilled work to intermediate skills. Since 2000, upper secondary and tertiary education in
Australia has been planned around issues of productivity, transitioning from a manufacturing to a
service economy, and ensuring that the appropriate skill mix, in terms of effectiveness and
efficiency, were available to industry. Increasing year 12 completions and uncapping access to
university education underpinned our skills formation framework.

This paper raises issues based on evidence about the effectiveness of this framework and suggests
that:

e the heavy bias in public spending towards higher education at the expense of vocational
education for 18 to 24-year-olds has advantaged some individuals, but it has resulted in low
productivity and anaemic growth; and

e that weak government support for continuing education and training for adults over 25,
compared to initial education training for new entrants into the workforce, has hindered an
effective transformation of the Australian economy.

The evidence is that young people face much higher unemployment rates than older workers and
that their comparative earnings have worsened over recent years. The jobs available for young
people have tended to be of a lower quality. Despite many people leaving education more highly
qualified than ever, unemployment for young people is around 12.5 per cent (above the OECD
average, (OECD (2018)).

Australia’s tertiary education framework has evolved over three decades and was based on a set of
principles/beliefs including that:

e raising the school leaving age and maintaining an academic curriculum would lead to an
increase in year 12 completions and stronger demand for higher education, as well as
provide non-university entrants with the skills to enter satisfying careers.

In Australia, the purpose of education is broadly described in the so-called Melbourne
Declaration (Ministerial Council on Education, Employment, Training and Youth Affairs.
Melbourne Declaration on Educational Goals for Young Australians (2008)), which is an
agreed statement on the purpose of education. The Melbourne Declaration has two major
goals (Ministerial Council on Education, Employment, Training and Youth Affairs, at p6):

o

the promotion of equity and excellence; and

o

that all young Australians become successful learners, confident and creative individuals,
and active and informed citizens.
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Two characteristics of successful learners are that:

°  they have skills in literacy and numeracy and are digitally competent; and

°  they have access to pathways towards continued success in further education in training
or employment and can acquire the skills to make informal learning and employment
decisions throughout their lives.

e by uncapping undergraduate places at universities, Australia’s economic productivity would
increase;

e there was a strong unmet demand by Australian industry for graduates irrespective of
discipline;

e uncapping undergraduate places would enable disadvantaged groups to enter universities
and, on graduation, gain access to lucrative, prestigious and better paid employment. This,
in turn, would lead to a more inclusive Australia;

The Bradley Review argued that by implementing this policy Australia would not fall behind
the rest of the world in terms of the graduate supply deemed essential to the country’s
productivity, it would create a more diverse student group and it would provide a stepladder
of opportunity to students who had previously been denied access to higher education
(Bradley et al, 2008);

e the shift to a technology infused service economy required an adaptable, flexible and
innovative workforce, with graduates informed by cutting edge research who were capable
of coping with the disruption associated with a changing economy and unpredictable
workforce demands.

Bradley argued that the international consensus was that the reach, quality and
performance of a nation’s higher education system was a key determinant of its economic
and social progress. It further argued that as the world became more interconnected and
the global market for skills and innovation developed further, it would be crucial for
Australia to have enough highly skilled people who were able to adapt to the uncertainties
of a rapidly changing future (Bradley et al, 2008);

e vocational education was important as it would provide employees with initial employment
skills (competencies) that could be upgraded relatively easily on the job;

e VET graduates would be best served by being trained in competencies that made them work
ready.

Schubert states that training package qualifications and competencies have become, by
design, granular and narrowly defined in terms of tasks and job roles. (Schubert, 2018) The
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focus on narrow and very specific outcomes significantly limits workers’ ability to move
between occupations and to then upskill. Yet the evidence clearly points to an increasing
requirement for workers to be able to move between employers, and to take on diverse

roles within their working life;

e VET would become more responsive to the educational requirements of a service economy
if it were opened up to competition where nimble efficient private providers competed

against the public sector;

e private providers with a focus on a sustainable profit would be responsive to employer
demands while maintaining quality. The government was promoting a shift to a competitive
training market to increase the effectiveness, flexibility, quality and responsiveness of VET.

(Cairney, 2000)).

Upper secondary education outcomes

Year 12 completions are now at 89 per cent, with 55 per cent of completers in Victoria undertaking a
bachelor degree. (The numbers destined for university has not changed significantly since 2014). For
the remaining completers, VET has become less and less appealing. VET students are more likely to
gain employment in low-skilled work in industries that are primarily casualised. Meanwhile, non-
completers are employed in casual and low-skilled jobs in similar numbers.

Table 1 Destination patterns, Year 12 completers

Destination 2014 2015 2016 2017 2018
Bachelor degree 54.3% 53.2% 54.2% 53.8% 54.9%
Certificate/Diploma 16.1% 16.3% 14.6% 12.9% 12.1%
Apprenticeship/Traineeship 7.0% 7.5% 8.1% 8.1% 8.1%
Employed 9.1% 9.6% 9.6% 11.1% 11.3%
Looking for work 3.7% 3.6% 3.3% 3.4% 3.2%
Not in labour force, education or 0.4% 0.5% 0.5% 0.6% 0.4%
training

Source: On Track 2018: Destinations of Victorian School Leavers. Education and Training, Victoria State Government.

Note: To reflect diversity data applies to government schools only.
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Destination 2014 2015 2016 2017 2018
Bachelor degree 0.7% 0.9% 0.7% 0.8% 0.9%
Certificate/Diploma 28.1% 25.8% 23.6% 18.9% 19.5%
Apprenticeship/Traineeship 25.1% 28.2% 29.6% 31.6% 32.1%
Employed 23.9% 23.7% 24.0% 25.8% 27.5%
Looking for work 16.9% 15.6% 15.9% 16.7% 15.0%
Not in labour force, education 5.1% 5.5% 5.9% 5.8% 4.8%
or training

Source: On Track 2018: Destinations of Victorian School Leavers. Education and Training, Victoria State Government

Note: To reflect diversity data appl

ies to government schools only.

Table 3 Top 5 preferred employment destinations

Sales assistants and store
persons (20.2%)
Labourers, factory and
machine workers (12.3%)
Other (7.2%)

Building and construction
(6.6%)

2014 2018
Year 12 e Sales assistants and store Sales assistants and store
completers persons (36.5%) persons (29.9%)
e Food, hospitality and tourism Food, hospitality and tourism
(28.5%) (29.7%)
e Llabourers, factory and Labourers, factory and
machine workers (6.5%) machine workers (8.7%)
o Clerks, receptionists and Teaching, childcare and library
secretaries (4.1%) (4.4%)
e Health, fitness, hair and Clerks, receptionists and
beauty (3.8%) secretaries (4.3%)
Year 12 non- e Food, hospitality and tourism Food, hospitality and tourism
completers (30.3%) (28.7%)

Sales assistants and store
persons (21.6%)

Labourers, factory and
machine workers (14.4%)
Building and construction
(8.9%)

Gardening, farming and fishing
(6.1%)

Source: On Track 2018: Destinations of Victorian School Leavers. Education and Training, Victoria State Government.
Note: To reflect diversity data applies to government schools only.
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University outcomes

In Australia, 51 per cent of 25 to 34-year-olds have a tertiary degree (OECD average 44%), while 31
per cent of the adult cohort hold a bachelor degree (OECD average 24%).

ICT, engineering, manufacturing and construction are important sectors to foster innovation and
economic growth. In Australia 12 per cent of adults have a degree in engineering, manufacturing and
construction, but only eight per cent of tertiary students graduating in 2017 had studied in this field.
It is also widely accepted that some degrees have better employment outcomes than others.

Table 4 Employment Outcomes for Graduates by Study Field, 2018
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Data: QILT (2018), 4 months post-graduation for undergraduate degrees.

Source: The Future of Work for Australian Graduates: The Changing Landscape of University-Employment Transitions
in Australia October 2018

Graduates tend to be employed in the broad category of professions. It is anticipated that 107,000
new jobs will be required in the professional field to 2023.

There is increasing evidence that demand for graduates is softening and that many graduates are
over-educated and over-skilled for the jobs they are performing.

In 2018, 39 per cent of all undergraduates employed (full-time and part-time) and 27 per cent of
graduates in full-time work said their jobs did not allow them to fully use their skills or education.
Three out of five graduates in full-time work in 2018 took a job unrelated to their study. (QILT
2018).
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Data: Authors’ calculations from ABS Catalogue 6227.0. Includes bachelor’s degree, graduate

diploma and postgraduate qualifications.

Source: The Future of Work for Australian Graduates: The Changing Landscape of University-Employment

Transitions in Australia (October 2018).

There has been little to no change in the socio-economic backgrounds of students in Australian

universities. Providing access on the grounds of equity, in terms of disadvantaged students, has not

been a priority for universities.

Table 6 Low SES enrolment proportion by institutional groupings, 2012-2017

2012
Group of Eight 8.8%
Australian Technology 13.9%
Network of Universities
Innovative Research 19.3%
Universities
Regional Universities 27.6%
Network
Unaligned Group 16.7%

2013
9.1%

14.0%

19.8%

27.4%

16.9%

2014
8.9%

13.9%

19.8%

26.8%

17.0%

2015
8.9%

14.2%

20.2%

26.8%

17.0%

2016
10.0%

15.6%

21.8%

27.5%

17.5%

2017
9.8%

15.4%

21.9%

27.6%

17.6%

Source: Australian Government Department of Education and Training (2018). In Equity Student Participation in

Australian Higher Education (p.8), National Centre for Student Equity in Higher Education (NCSEHE), Curtin University.
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Productivity and employment outcomes

Australia’s productivity levels have fallen below the productivity levels of the 1980s.

Table 7 Real labour productivity growth, Australia

2000s

Data: Authors’ calculations from ABS Catalogue 5204.0. 2010s figure to 2018.

2.5%

2.0%
1.5%
1.0%
0.5%

1980s 1990s

Avg. Annual Growth GDP per Hour Worked (%)

:

2010s

Source: The Future of Work for Australian Graduates: The Changing Landscape of University-Employment Transitions
in Australia (October 2018).

Australia has the third highest level of underemployment in the OECD. Given OECD comments that
underemployment in countries that were minimally affected by the recession (Global Financial
Crisis) would suggest that this has been driven by persistent structural changes rather than
temporary fluctuations in the business cycle. Job precariousness, casualization, a hostile industrial
environment and a vague industry policy have contributed to reducing productivity.
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Table 8 Percentage share of dependent workers in under-employment, 2006-2017 (or
latest year)

% - 2017 * 2005
14 .

12

2 f -

0
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Note: The OECD average is the unweighted average of the countries depicted. Under-employed workers are in part-time employment (working
30 hours or less per week) who report either that they could not find a full-time job or that they would like to work more hours.

1. Data for 2017 refer to 2016 for Australia, Germany, and Japan, 2015 for Chile and Turkey, and 2011 for Israel. Data for 2006 refer to 2007
for Colombia and 2009 for Chile.

Source: European labour force survey (EU-LFS), German Socio-Economic Panel (GSOEP), United States Current Population Survey (CPS),
Canadian Labour Force Survey, Turkey Labour Force Survey, Japan Household Panel Survey (JHPS/KHPS), Colombian Gran encuesta
infegrada de hogares (GEIH), Chilean National Socio-Economic Charactenzation Survey (CASEN), Israel Labour Force Survey, Household,
Income and Labour Dynamics in Australia (HILDA) Survey.

StatLink &r=Pu hitp-/idx doi.org/10.1787/888933966369

The composition of Australia’s workforce — with exceptionally high levels of graduates, a large
concentration of unskilled workers, and a dearth of intermediate skilled workers — is out of balance.

Australia also has a high level of qualifications mismatch, with almost as many employees being
underqualified as overqualified (Attachment A).
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Table 9 Incidence of qualification mismatch in PIACC

¥ INAPP

PUBLIC POLICY INNOVATION

Underqualified W Overqualified Well-matched

Nuova Zelanda
Israele

Francia

Giappone
Inghilterra (UK)
Federazione Russa
Australia

Irlanda

Canada

Estonia

Lituania

Germania

Irlanda del Nord (LK)
Spagna

Media OCSE
Repubblica di Corea
Austria

Grecia

Repubblica Ceca
Norvegia

Stati Uniti

Svezia

Danimarca
Repubblica Slovacca
Finlandia

Polonia

Cile

Cipro

Fiandre (Belgio)
Singapore

Over-qualified: 14.0
> Under-qualified: 23.6
Well-matched: 62.4

Paesi Bassi

Italia

Slovenia

Turchia

Giacarta (Indonesia) e

40 60 80 100

(=]
[}
k=1

Source: B. Manuela and M. Simona, Social Integration dynamics for migrants: PIACC to measure skill and qualification
mismatch INAPP Public Policy Innovation, Torina, 30 June 20, 2017

Australia has one of the highest shares of employees working in short, part-time jobs among OECD
countries (13%). Moreover, 25 per cent of workers in Australia are casual employees. Young people
with medium and high-level qualifications work increasingly in low-paid employment. This increase
since 2006 was larger than the OECD average.

While there is high demand for both intermediate and high-skilled workers, there is no demand for
low-skilled workers in Australia. Demand for high-skilled workers is below the OECD average while
demand for intermediate skilled workers is above the average.
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The highest jobs growth in Australia is predicted to be in intermediate/higher related skills areas,
notably health, construction, education and training. Professional, scientific and technical services,
primarily in software and applications programmers, are predicted to continue to grow.

Table 11 Projected Highest Job Growth Industries to 2023

Percentage
Projected
Industry of total new jobs 5 Top hiring .
employment rs. to 2023 occupations
(Feb 2019) | Y™
. Aged & disabled
Hea_ﬂth care & social 13% 250,300 carers; registered
assistance .
nurses; child carers
Construction 9% 119,000 Construction
managers
Education aides;
Education & training 8% 113,000 primary school
teachers
Professional, scientific SSe5
e 9% 107,000 applications
& technical services
programmers

Data: Authors’ calculations from Department of Employment, Skills, Small and
Family Business (2018) employment projections from May 2018 to May 2023. * Top
hiring occupations are those projected to experience strongest growth within
highest employment growth industries.
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Vocational education outcomes

The impact of shifting to a service economy, combined with an inordinate focus on higher education,
disastrous ideological policy constructions, fraud and confused funding arrangements, has
undermined vocational education, both in terms of reputation and student demand.

We have already discussed that students exiting year 12 are turning away from VET as a preferred
destination.

Since 2015, enrolments across all levels have declined, with the largest decline in diplomas and
Certificate IV level. Similarly, completions at all levels have also declined.

Table 12 Enrolments in VET 2015 — 2018

Diploma and above Decreased by 34.4%
Certificate | Decreased by 22.7%
Certificate Il Increased by 5.99%
Certificate IV Decreased by 18.0%

Source: ncver.edu.au/research-and-statistics/publications/all-publications/total-vet-students-and-courses-2018

Certificates I-1ll, which the EU and New Zealand classify as upper secondary education, account for
63 per cent of enrolments and 64 per cent of completions (NCVER, 2018). (See attachment B.)
Strangely, although Victoria has destination outcomes for upper secondary academic students,
whether completers or non-completers, there is no such information available for vocational
students.

This lack of data is not surprising because the connection between VET and upper secondary is
unclear and tenuous. Many students complete year 12 and then undertake a Certificate Il in pre-
apprenticeship or an apprenticeship/traineeship at the Certificate Il level. This means students are
going backwards educationally.

Of equal concern is that significant numbers of students undertake pre-apprenticeships in the hope
of gaining an apprenticeship. (Again, no data is available on outcomes of pre-apprenticeships.) Pre-
apprenticeship courses are highly specific and narrowly focused and a pre-apprentice who is unable
to get an apprenticeship suffers significant educational disadvantage.

Despite a lack of support for VET and unstable policy in Australia, the OECD comments that young
adults with an upper secondary qualification in Australia have good labour market prospects, with
79 per cent of 25 to 34-year-old adults employed. For those with a vocational qualification at the
upper secondary level (Certificate Ill), the employment rate is 83 per cent (OECD average 80%).
There is little difference between employment outcomes for those with a vocational upper
secondary qualification or a post-secondary non-tertiary qualification.
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In addition, the fastest growing occupational areas in Australia are those that are primarily related to
vocational education (Table 11). As indicated earlier, there is as much demand for intermediate
workers as there is for graduates.

Despite these positive outcomes and potential opportunities, participation in the vocational
education system is declining significantly and suffers from a tarnished reputation (Table 12).

Post-secondary education, productivity and economic growth

It is apparent that post-secondary education, on its own, cannot boost productivity or economic
growth. The strategy that Australia has adopted is to focus on a university-led post-secondary
education system. This strategy was based upon a view that more graduates in the workforce would
increase productivity; that is, highly educated graduates would create good jobs as supply creates its
own demand.

Higher education graduates were needed because the Australian economy was transitioning to one
with a need for high skills accompanied by technological change that would replace workers.

The evidence to support this assumption is thin. Moreover, the weakness of this model is that there
is no clear industry strategy integrated with the education system. Australia’s university led post-
secondary education system is also unaccountable in terms of its links with industry.

In addition, the industrial strategy of a high skills, technology-driven economy and the need to
produce skills for the future has been supported by a series of vague statements rather than a
serious plan. Hope is not a good foundation upon which to determine skills formation. Neither
industry nor government has ensured the development of a high skills future.

Disappointingly, equity, which is an important component underpinning the uncapped university
system, has not translated into a more diverse student population. Universities are uniformly the
same in terms of courses offered and mix of students. Because the Group of Eight (Go8) has not
enhanced equity targets, this means that blue-chip jobs go predominantly to the well-off and
advantaged classes.

Indirectly, the status and standing of blue-chip universities and the absurd focus on research
underpinning undergraduate curriculum in all universities has led to uniformity. This is apparent not
only in student type but also in the curriculum on offer. Applied degrees, with a focus on industry
and on non-traditional students, especially disadvantaged and adult students, are simply not part of
Australia’s university landscape.

Universities in the main offer generalist degrees in a range of disciplines, hoping to become world-
class (like the Go8) not by teaching effort or impact on productivity or social mobility, but in regard
to their research rankings. Such rankings are a construct of universities. This focus on rankings, as
much as a lack of industry policy, has contributed to a shortfall in intermediate skills in the economy.

It is interesting to note that the highly productive and socially cohesive Nordic countries have no
universities in the world rankings. They also offer a diversified system - academically-oriented
universities and others that have a teaching and applied orientation.
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Transitioning Victoria’s skill base

So far this paper has identified that:

e there was as much demand for intermediate qualifications as there is for undergraduate
skills but there is no demand for qualifications that lead to low-skilled employment;

e young people generally face a less certain future than their predecessors and that
employment opportunities for low-skilled workers are increasingly marginal;

e there is significant growth in areas that are government funded and that have been primarily
the domain of vocational education training.

This discussion paper identifies that a key priority for Australia and Victoria must be to reduce the
numbers of low-skilled people. It can do this by facilitating a transition into intermediate
employment and minimising the proportion of new entrants into low-skilled jobs. It is a socially
responsible priority. A difficulty with this second point is that entry-level jobs are often low-skilled.
This can trap people forever at this stage because retraining opportunities are rarely offered to the
low-skilled or unemployed. In addition Australia has a significant under-employment issue.

What is less clear is the optimal split between intermediate and high skills. It is interesting to note
that Germany and the Nordic countries that have highly successful economic strategies have
weighted their skill mix towards the intermediate rather than the higher level. Equally, they also
have a small proportion of the population holding no qualifications.

Clearly, the level of skills and qualifications has to be relevant to business and the ability of
organisations to utilise them effectively. This in turn relies on an industry policy as well as the
underpinning strategies to support the policy.

The trends in the Australian economy are that there is strong growth in the health and caring
professions, which are primarily funded by government. This suggests that intermediate skills will
become essential, especially as industries mature and regulation increases.

Intermediate skills and the innovative productive economy

Much of the commentary on intermediate skills refers to the hollowing out of the workforce, also
described as the hourglass workforce, or the shrinking middle. These references relate to a decline in
middle-level occupations. A closer analysis suggests that the decline is primarily occurring in areas
such as manufacturing, where technology has affected supervisory jobs, and business
administration.

Changing business practices affect both high-skilled and intermediate skilled work. For example,
journalism: social media has seen a decline in full-time employment for the highly skilled journalist.

The intermediate workforce is a vital component in a country’s productive efforts, especially its
capacity to innovate. The intermediate workforce is complementary to the efforts of highly skilled
employees, such as professional engineers and scientists, who identify and acquire external
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knowledge that can improve production but then rely on intermediate skills to implement the
theory/knowledge. The literature refers to this as the ‘adaptive capacity of organisations’.

For example, technicians undertake many key support roles in product design and development
areas. One example was Holmesglen’s Furnishing Centre, which had invested heavily in high-end
production equipment. Final year furniture design graduates were offered support from an industry
panel comprising production technicians, who would advise on how to modify the design to make it
a commercially feasible product and then produce a prototype.

Cooperative Research Centres Grants incorporate not only highly skilled researchers in a wide range
of fields, but also include highly skilled technicians, especially in the building industry, to test the
practicalities of some of the research solutions.

Intermediate skilled workers are a key to enabling firms that are investing in technology to be able
to integrate, assimilate and exploit external knowledge. For example, in the fields of health
medicine, technicians in surgery play an important role in operating enabling technology.

In a range of service industries in the aged care, health and other related services, intermediate skills
are vital and will become increasingly so as standards are raised and supervision becomes
increasingly important. In health care, for example, the enrolled nurse supports the registered nurse
and is critical to the effective and efficient functioning of hospitals.

The intermediate skills workforce can consist of people with formal qualifications, but many will be
skilled, experienced workers who can bring a product to fruition simply as a result of experience and
innate knowledge. Many of these people have uncertified skills. (It is an area where, with
strengthened RPL processes and external assessment, it could be of great advantage to adults and
provide them with the capacity to broaden their employment opportunities.)

The literature suggests that innovative output of the workforce as a whole in the production of
goods and services depends on the skills, especially intermediate skills, in turning knowledge into
practice.

It has already been demonstrated that a focus on higher education as a panacea to a productive
Australia has not worked. Innovation, whether in a product or a service, relies a great deal on the
productive capacity of the workforce as a whole. The Commonwealth government’s innovation
strategy fails to understand how innovation relies on not only higher education, but on vocational
education and especially the intermediate skilled workforce. This omission is symptomatic of the
understanding of VET capability in bureaucracies as much as anything else.

Throughout the OECD, courses are heavily overlaid with information technology modules in the
development of technicians. These modules are designed so that intermediate skilled workers can
make incremental improvements to the production process.

Mason et al (2018) claim that there is evidence that where there is a workforce of higher
intermediate employees, this enables senior managers and professional staff to think strategically
and perform their job well, rather than having to engage in day-to-day firefighting activities, i.e.
dealing with problems that could have been avoided if the workplace as a whole had high levels of
skill and competence.
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In Germany, firms were found to benefit when senior managers were not required to provide
detailed supervision for craft trained workers in sectors as diverse as mechanical engineering and
hotels because high intermediate skilled workers were employed at the supervisory level.

A better-balanced workforce is essential if Australia is to become a more productive country. This in
turn requires a significant repositioning of the status and resources available to vocational
education.

Strengthening intermediate skills in the Victorian economy

In the OECD and the European Union, intermediate level skill positions are divided into two:

e |ower intermediate: this refers to completing upper secondary education that prepares
students for entry directly into working life and/or tertiary education; and

e upper intermediate: post-secondary non-tertiary studies that focus on practical, technical
and occupational skills for the labour market. These qualifications normally take a minimum
of two years full-time study at the tertiary level. They are sometimes called associate
professionals or paraprofessionals and are often, but not always, undertaken by older
students gaining intermediate studies on a part-time basis who gain credit for their work-
related experiences.

A feature of both lower intermediate and upper immediate education is that they have strong work-
based components in association with formal education.

Victoria has a partially formed upper intermediate sector, which offers diplomas and Certificate IV
courses. It does not have an equivalent lower intermediate sector in upper secondary education. As
such, with its vocational education organised at the upper secondary level on an ad hoc basis and
offering dubious quality, Australia underperforms most OECD countries.

It is recognised that upper secondary education is outside the terms of reference of this review.
However, | believe it is imperative to note the following comments from the introduction to the Firth
Review: “Victorian students need access to high quality vocational and applied learning options that
support them to successfully transition from school into post-secondary education and work.” (Firth,
2020)

Developing a lower intermediate track in Victoria

If the goal of vocational education is to create a system to minimise entry into low-skilled jobs for
young people, then a broad-based intermediate level option has to become part of a year 11 and 12
offering. By comparing what is available internationally, it is clear that the introduction of a
vocational track or professional programs for years 11 and 12 has potential.

Upper secondary education completers who do not go to university but choose VET often go
backwards educationally. Certificate Ill, which includes apprenticeships, is regarded internationally
as upper secondary. This is a clear example of why it is important to students to connect the sectors.
(See Attachment B.)
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Of equal concern is that there is no available information regarding outcomes for students who
undertake a pre-apprenticeship and other alternative courses in upper secondary education. Such
information is vital if better advice is going to be given to students regarding career choices and
related educational decisions. It might also give confidence to the wider community that taxpayers’
money is being expended on useful and productive programs.

Victoria’s current vocational education arrangements are based on the assumption that people are
preparing for specific jobs in primarily blue-collar jobs or low-level service jobs. VET is not seen as
providing opportunities for further learning. The VET curricular does not include core skills, such as
literacy, numeracy and basic digital competence, which are important not only for occupational
mobility, but also for further study. Moreover, higher education is not normally available to students
who undertake VET.

A vocational track in upper secondary education would focus on providing sufficiently broad and
academically demanding VET programs that would allow students to gain initial employment and/or
continue on to higher levels of education. A full-time, two-year vocational track, for example, would
be an alternative to the existing two-year academic program. Externally assessed, this track would
also incorporate significant managed work experiences, similar to that undertaken by enrolled
nurses.

A number of vocations or clusters would have to be identified and then developed according to the
occupation, with focused and contextually designed literacy, numeracy, communications and digital
competence skills as well as relevant competencies. The United Kingdom, for example, has made
significant efforts to reconceptualise upper secondary education through the development of ‘is T
Levels’. The creation of higher apprenticeships has further strengthened links to higher educational
and employers.

The OECD says that initial VET programs that have not been reformed provide weak links to
progression to higher education. They also become unattractive to students and employers.

Furthermore, Jorgensen (2017) argues that weak opportunities for transition from apprenticeships
to post-secondary education has been suggested as one cause of falling participation in youth
apprenticeships.

In one of the few studies of its type, Callendar and Mason (2018) provide results derived from a 2015
survey of year 12 students in England regarding their attitudes towards apprenticeships and work. It
is interesting in terms of how the opportunities for further study can influence student destinations
(Table 14). Some 56 per cent of respondents were very interested or quite interested in starting an
apprenticeship as long as it was likely to lead to higher education in the future. On the other hand,
some 73 per cent of respondents were not at all or not very interested in an apprenticeship if this
pathway were not possible.
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Table 13 School and FE college student responses in 2015 to question:
After completing your studies this year, how interested would you be in these
options, instead of going to university? (population-weighted)

Very Quite Not very Not at all Total
interested | interested | interested | interested
% of respondents (population-weighted) "=
Start in a job even if not much formal 5 22 43 30 100 1396
training will be provided
Start in a job as long as formal 17 44 26 13 100 1399
training will be provided
Start an apprenticeship 12 31 35 23 100 1391
Start an apprenticeship as long as it 18 38 29 16 100 1376
looks likely to provide an opportunity
to go on to higher education later

Source: Further analysis of 2015 Student Survey dataset described in Callander and Mason (2018).

Creating a vocational professional track in upper secondary education in Victoria is a significant
disruptor to current arrangements. Currently, however, students who do not go to university are
being steered either into narrowly focused and stable jobs or being sent backwards educationally.

Victoria has been at the forefront of experimenting with broadening year 11 and 12 curricular and
introducing vocational options. The outcomes appear to be less than optimal. As young people will
be hardest hit by any recession, they need to be given the greatest opportunity. A high-quality
vocational track has to be a better option than the current laissez-faire arrangement.

High quality vocational education has to be conducted in organisations that prioritise applied
learning, offer a scale and breadth in terms of courses and students, and have strong industry links.
The vocational track would be best offered in, and auspiced by, Victoria’s TAFE institutes.

Strengthening a higher intermediate track

In Victoria a type of higher intermediate track has been developed, which offers courses at the
Certificate IV level. The mix of students varies from year 12 completers and non-completers to adults
already in the workforce who are upgrading their skills due to shifts in their occupational
responsibility.

This intermediate track is a vital component of vocational education, both in terms of its
attractiveness to the workforce and to industry, and in providing a seamless pathway of learning
from lower intermediate to higher level studies.
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In recent years, the number of students enrolling in the higher intermediate track has declined
markedly, with diplomas recording the largest fall in VET offerings (Table 12). The reasons for the
decline include:

e distorted enrolment patterns caused by over enrolments related to the VET FEE-HELP
scandal;

e the impact of a demand-driven system available only to universities, which led to lower
entry-level requirements for undergraduate courses. Students who would normally have
gone into the VET system were encouraged into the university system. This was exacerbated
by a VET system that is very difficult to navigate;

e the terminal nature of diplomas, in particular in regard to the ease of access to higher
education with credit caused in part by university entrance requirements, and the
narrowness of a competency-based curriculum;

e anoversupply of graduates that led some to undertake employment in areas that would
have once been occupied by VET graduates, especially in the fields of business, health and
building and construction (site management);

e adecline of middle-level management jobs in the public sector and in manufacturing;

e an emphasis on entry-level employment, especially apprenticeships and traineeships at the
expense of lifelong and continuous learning;

e aninability on the part of industry and government to understand the complementary roles
of middle level personnel with higher skilled personnel, in regard to discovering innovation
and its successful adaption;

e theimpact of migration with 69,400 skilled and temporary skilled migrants entering Australia
in 2019. (ABS, 2019). To put this number in context, there are only 60,000 apprenticeship
commencements a year in Australia;

e an unanticipated slowdown in business investment and slower than expected technological
impacts in the Australian economy;

e the tarnished reputation of VET.

This decline can be broadly summarised as being caused by reputational issues, competition, shifting
priorities, curriculum design, underemployment, a stagnant economy and low demand.

However, the growth industries are primarily in those areas still covered by vocational education,
especially health care and construction. Given that many of the jobs will require higher technical
intermediate education, it is important that the VET system identifies this need, and works closely
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with industry and government - the principal employers in this field - to develop appropriate
intermediate level programs.

In addition, much of the growth in the professional scientific and technical services is in medical-
related industries, which are highly dependent on high intermediate skilled personnel working
alongside professionals.

If Victorians are to benefit from a transitioning economy, at a minimum, transitional programs for
vulnerable workers must be put in place. This needs to be as strong a focus as on initial vocational
programs.

Just as the lower intermediate suite of programs need to be revised, so too do the upper
intermediate courses need to be re-conceptualised away from a narrow, competency-based
curriculum. The re-conceptualisation must emphasise broad sets of generic skills, as well as
competencies in order to improve adaptability and informal continuous learning.

A broad-based curricular that develops a common core of knowledge and skills that can be
reasonably expected to endure should be a fundamental principle of curriculum design, especially at
a time when employment opportunities are limited, job security is uncertain and industry generally
is unsure of the impact of technological change.

To strengthen the connection with higher education and to incorporate broad-based skills, some of
the higher intermediate qualifications, especially those that are already two years in length, could be
rebadged as associate degrees.

Kuczera and Jeon (OECD 2019) emphasise that to attract high performing students and begin
repairing its status, at a time when modern economies are demanding higher-level stills, VET cannot
be seen as a residual education system. Being able to offer higher level qualifications is critical to
meeting the aspirational needs of young people and instilling the desire for life-long learning.

VET needs to have strong pathways into higher education and it needs to control those pathways. In
the current university framework, pathways from VET are unfortunately accorded the same low
status as that given to the idea of equity for students. Pathways have not and will not happen with
existing universities.

Kuczera and Jeon (OECD 2019) cite Australia as an example of where students with applied or
vocational backgrounds who enrolled in research universities reported a big culture shock. This
reflects not only the formal work requirements, but the different cultural codes and modes of study
found in higher education and vocational programs. Adult learning concepts involve very different
strategies from theory-based instruction.

It should be great cause for concern that Australia is cited internationally as an example of a country
whose higher education system is unable to meet the needs of a diverse student range. This
suggests that changes are urgently needed.

One solution would be to create university colleges from one or two existing TAFE institutions in the
metropolitan area that would act as a hub and spoke model for other public and private institutions.
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This would enable other institutions to offer their students seamless access not only to foundation
and initial intermediate vocational programs but also to higher education.

In the regions, a federated governance model could be created in which regional colleges combine,
while maintaining their own identity, to offer an expanded range of programs and services including
higher education.

A revitalised TAFE sector would not only cater for the needs of adults, but also of young people in a
range of areas including construction, finance, sales, information technology, tourism, healthcare,
agriculture, media design, engineering and manufacturing.

In the United Kingdom specialist institutions have been created in TAFE-like institutes to develop, in
conjunction with leading employers, specialisations to meet the upper intermediate technical skill
needs in STEM base subjects. Institutions have also been created with employers and government to
develop simulated hubs for high level skills training in strategically important growth areas. In the UK
these were identified as high speed rail, nuclear, digital, creative and cultural. This is a good example
of the integration of industry and education policy.

CONCLUSION

Education has the capacity to transform lives by enabling individuals to gain skills that can improve
their chances. Post-secondary education, combined with an industry policy that is more than
rhetoric, can supercharge an individual’s fortunes and benefit the wider community.

However, educational policy that is based upon arbitrary demarcations and has only a residual
connection to the needs of the wider economy and community only benefits the few and can be a
very costly and disappointing experience for many. On almost any measure, Australia’s education
system has fallen behind comparative countries in the OECD.

VET is the weakest link. Marooned and unconnected to secondary education and to higher
education, this arrangement is considered an anathema by all other countries in the OECD. These
countries ensure that students completing upper secondary study are well equipped to choose their
own destinations, whether that be into work or further study. VET students can progress without
facing institutional barriers to applied higher education. The higher education framework in the
OECD is diversified, offering applied universities and academically based universities. Australia does
not seem to be able to grasp these fundamental premises.

At a time when there is considerable job uncertainty and job precariousness, the development of a
broad-based curricular with a common core that could be expected to endure should be a
fundamental principle of curriculum. Yet the VET curriculum is locked into a narrow job-focused
design which hails from another age.

Educational policy, to be relevant to the wider community, needs to reflect the complementarity of
skills at all levels in the productive process. This means that a well-resourced and stable policy for
education will maximise student outcomes and meet community demands. It will ensure there are
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connections between upper secondary education and tertiary education and that those connections
can be easily accessed by continuing students and those already in the workforce. The connections
afford opportunity for those who learn best in applied settings as well as those who thrive in
academic orientations.

Victoria has been the most innovative of all states in relation to experimenting with different choices
for students in the upper secondary level. It should not be difficult for this innovative state to
reshape its upper secondary framework. It will take longer but we are better positioned than any
other state to diversify our university offerings. These changes will make Victoria at a minimum
structurally comparative with the rest of the world.

Bruce Mackenzie
Mackenzie Research Institute
May 2020
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Attachment B Correspondence between AQF levels and EQF levels

Examples of national qualification types
See Appendix 1 for more information on how the levels compare
(linked to the EQF via NQFs referenced to the EQF)

AQF

10 Doctoral Degree

9 Masters Degree

8 Bachelor Honours Degree
Graduate Certificate
Graduate Diploma

7 Bachelor Degree

6 Associate Degree
Advanced Diploma

5 Diploma

4 Certificate IV

3 Certificate IlI

2 Certificate Il

1 Certificate

EQF

Third cycle degrees (Doctorate)
Higher professional qualifications
EE: occ. qual. ‘chartered engineer’

Second cycle degrees (Master)
Higher professional qualifications
CZ: ‘Chemical engineer product ‘manager’

First cycle degrees (Bachelor)
IE: Honours Bachelor Degree

Higher professional qualifications
DE: ‘Master Craftsman (certified)’

SCHE qualifications
Higher professional qualifications

Upper secondary general education

certificates; VET qualifications

Secondary education certificates;
VET qualifications

Lower-secondary education
Basic VET qualifications

Primary education certificates
Basic VET qualifications

Source: Comparative analysis of the Australian Qualifications Framework and the European qualifications Framework for

Lifelong Learning: Joint Technical Report 2016, Australian Government.
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