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Introduction

Nowadays, most advanced countries face issues concerned with ageing societies. Advances in
science and technology have led to improved health and longevity and these, combined with low
fertility rates among the young population (also associated with increased female participation in
economic activities and the desire for smaller families), are accelerating population ageing. In most
developed countries this ageing of the overall population and the workforce is also occurring at a
very rapid pace and will eventually slow their economies. As a consequence, there will be a rise in
problems associated with the adequate supply of human resources and intergenerational conflicts
regarding support for the elderly.

Korea’s population is ageing at an unprecedented rate and Korea has recently recorded the world’s
lowest birth rate. Many are concerned that Korea is likely to experience a social and economic crisis
if it fails to respond wisely to the situation. The Korean Government has established the
Presidential Committee on the Aging Society and Population Policy and is also in the process of
developing measures that can be applied across all government ministries.

Population ageing has a significant impact on the Korean policy for national human resources
development (which aims to achieve efficient workforce development, distribution, and utilisation).
In a rapidly ageing society where the productive labour force is expected to decrease, it becomes
more and more important to establish a strong foundation for sustainable economic growth. A key
solution is to reform traditional ways of thinking about the development of vocational competency
(especially that of women and middle-aged and older populations) by encouraging individuals to
resume or continue to participate in work. This will help to maintain the sustainability and growth
of the labour market and the social safety nets. A new system of vocational competency
development can help early retirees and the middle-old or older unemployed to restart their
economic activities by making it easier for them to change their occupation or re-gain employment.
In so doing, the cost of social security will be reduced.

The purpose of this paper is to discuss how Korea is attempting to revitalise its competency
development system in an environment characterised by globalisation, rapid advances in
telecommunications and information technology, declining birth rates and accelerated population
ageing. The paper will first describe problems with Korea’s current system for vocational
competency development and discuss the types of policies that are required to revitalise it. It will
then suggest a new structure for vocational competency development in Korea and discuss
associated issues.
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The Korean system of vocational competency development

Structure

Figure 1 indicates that, as of 2004, the total amount of investment in vocational competency
development by government, business and workers is about 5.3 trillion won (about US $6 billion).
The number of training participants is about 4.8 million, and training for currently employed
workers accounts for 71% of the total. In addition to the public and private training institutes,
schools like vocational high schools and community colleges are also responsible for providing
vocational competency development and vocational training services. There are also some large
enterprises which operate their own vocational training institutes and small- and medium-sized
firms that carry out their education and training programs in conjunction with larger companies or
public training institutes.

Figure 1 Basic structure of the vocational competency development system (unit: Korean won,
persons, establishments)
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A recognition that vocational competency development can be realised throughout all stages of a
person’s life instead of being required only in particular stages is a concept that has driven the
Korean Government’s endeavours to build an effective lifelong vocational competency development
system. This concept is very much broader than previous understandings of vocational training
which referred to vocational training as ‘activities related to education and training given to
economically active workers or people who wished to become workers to improve their abilities
required for employment and work performance’. In this paper we conceive of lifelong vocational
competency development as ‘all kinds of education, training and related activities, provided by all
types of learning institutions, from schools and enterprises to TVET [technical and vocational
education and training]| institutions, that aim to develop and improve competency for people
preparing to enter the labour market, including workers in their prime working age, and middle- and
old-aged workers preparing for their second occupational life’. Figure 2 is the result, if we apply this
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definition to the relationships between school education, vocational training and lifelong vocational
competency development at different life stages.

Figure 2 Scheme of lifelong vocational competency development
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Vocational education in school plays a key role in equipping students with the various basic
capabilities necessary for economic activity. Primary and secondary schools focus on helping
students to form views on work and vocation and to understand the nature of different
occupations. Secondary education occurs in general high schools, which prepare students for higher
education, and vocational high schools, which prepare students for employment.

Tertiary education is provided by occupational education colleges (with programs lasting for two to
three years) and universities (with programs lasting for four to six years). The Korean Government
is promoting the New University for Regional Innovation (NURI) project aimed at enhancing
vocational competency development in tertiary educational institutes. This project promotes
stronger cooperation between higher education and business, on-site training for the unemployed
and re-education for workers in industry. It also encourages universities to provide employment
support services for students.

Employed workers and retirees can develop their competency through vocational education.
Training for employed workers is usually provided by large enterprises (training is normally
available for regular workers), and training for the unemployed is funded by the government.

In contrast, the underprivileged groups in the labour market (such as workers employed in small
and medium-sized firms, middle- and old-aged workers, women, non-regular workers and the
disabled) have relatively little opportunity to access vocational competency development services.
Although the Korean Government has attempted to implement different policies to expand
opportunities for these groups, these have as yet to be successful.

In addition, vocational development programs available for the middle- and old-aged working
population facing retirement and for middle- and old-aged retirees who wish to be re-employed are
still poorly designed. In the context of accelerated population ageing, there is a crucial need for a
policy that enables these groups to maintain and develop their vocational competency so that they
can stay in the labour market for longer periods.
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Funding and participation

Financial investment

By comparison with other Organisation for Economic Co-operation and Development (OECD)
countries, Korea has a high rate of education investment for school children. By contrast, it has one
of the lowest rates among OECD countries when it comes to investment in vocational competency
development for workers who have already entered the labour market. In 2004 investment in public
and private education accounted for 8.2% of gross domestic product (GDP). This exceeds the 2001
United States rate of 7.3%, and is way above the average of 6.2% for OECD members. Korean
expenditure for vocational training is only 0.06% of GDP, which falls short of the OECD average
of 0.21% of GDP.

Table1  Public expenditure for vocational training to GDP

Country Korea Holland Denmark Germany France UK us Japan
(2004) (2004) (2003) (2003) (2003) (2004) (2004) (2004)

% 0.06 0.60 0.52 0.40 0.31 0.14 0.05 0.04

Source: OECD (2005)

The rate of investment in education and training in relation to the labour cost of companies has
been declining since the economic crisis. The investment rate, which recorded 2.09% in 1996,
dropped to 1.47% in 2003, and has not recovered to pre-economic crisis levels (Korean Ministry of
Labor 2004). Along with this, labour productivity has also remained at a low level, especially when
compared with other advanced countries. Labour productivity per worker reaches only 40% of the
average of G7 nations (Korea Development Institute 2005).

The volume of investment also varies greatly with the size of the company. In 2003, investment
made in employee education and training by companies with fewer than 300 employees was 0.81%.
This was far lower than the 1.71% made by large companies with more than 1000 employees.

Table2 Education and training expense rate to total labor cost by company size (unit: thousand won)

Category 30-99 100-299 300-499 500-999 Over 1000
people people people people people

Total labor cost (A) 1925 2199 2613 2710 3573

Monthly expense on education 6 11 24 22 61

and training (B)

Proportion (B:A, %) .31 .50 .92 .81 1.71

Source:  Ministry of Labor (2004)

Participation in vocational competency development programs

Currently, the biggest problem being experienced by the Korean vocational competency
development system is low participation. As of 2004, only 14.3% of adult workers aged between 25
and 64 years were involved in occupation-related training. This number is far lower than the
OECD average of 37.1%. The Korean participation rate in lifelong learning services at 23.4% is
also the lowest (except for Ireland) among OECD countries (which have an average of 44.0%)
(refer to figure 3).
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Figure 3 International comparison of participation in vocational competency development programs
among adults (25-64)
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Moreover, low investment by companies in vocational competency development also restrains
workers’” opportunities to develop their capabilities. The number of companies implementing
vocational competency development programs has barely changed—from 65.7% in 1999 to 66.1%
in 2003 (Ministry of Labor 2004). In addition, workforce participation in vocational competency
development activities funded by companies only amounted to 26.4%. This is a much lower rate
than that in other developed countries. The average for OECD companies was 35% in 2005.

Gap in opportunities for vocational competency development

Under the current system, workers of small and medium-sized firms, non-regular workers, people
with low education, women, and people running small businesses are less exposed to vocational
competency development programs. First, a great gap exists in opportunities for vocational training
according to company size, with smaller companies displaying much lower rates than large
companies (refer to figure 4). The lower participation rates of smaller companies are due firstly to
employer difficulty in recruiting manpower, which in turn eventually leads to problems in
productivity, and second, to a shorter period of employment. This also explains why small business
employers are reluctant to invest in the competency development of their employees.

Second, a gap exists between the training participation rates of different types of employment
categories (Korea Labor Institute 2004). Temporary and daily workers have much lower training
participation rates than regular workers (10.7%, 2.6% and 36.2%, respectively). Companies do not
invest in training for these less ‘regular’ workers, which means that they have little access to
competency development. It triggers the vicious cycle of ‘low skill—low income—low opportunity
for training—low skill’, from which it is difficult to escape.

Training rates also vary according to gender and age. Women’s training participation rate of 8.2% is
half that of men’s (17.6%). The training participation rate of workers in their 20s and 30s is high,
whereas that of people over 50 is considerably lower.
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Figure 4 Vocational competency development participation by company size
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Source: Korea Labor Institute (2004), based on Social Statistic Investigation data and Economically Active Population
Census data.

Figure 5 Vocational training participation rate by gender and age
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Delivery system and infrastructure

Another problem for the vocational competency development system is its supplier-oriented
delivery system and weak infrastructure. Until now, this system has been organised and driven by
the government and has failed to adequately meet the demand for human resources.

Moreover, because the vocational competency development system has not taken future workforce
supply and demand issues into account, it has been unable to respond promptly to new demands
for manpower resulting from structural changes in industry, namely, the growth of knowledge-
based and social service industries. The system did not also fully consider how to meet the demands
of different regional labour markets and different industries. There are also issues with the adequacy
of the infrastructure, in term of its ability to support the demand for training. Information on
training institutes, trainers and available courses is not easily accessible and there is insufficient
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attention paid to quality assessment of training provided. There is also a lack of diversity between

consulting and training management services and training institutes (Chang 2005).

Innovation of the vocational competency

development system

The policy relating to the revitalisation of the vocational competency development system has three

major directions. First, it fosters the need for knowledge workers with a competitive edge; second,

it establishes the right for individuals to develop vocational competency as a common right; and

third, it provides for innovation in the delivery system and its infrastructure. Following are details

on these three major directions.

Figure 6 Directions of vocational competency system reform
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Youth: Improving vocational competency development function in and out

of the school

The vocational competency of students and unemployed youth who are preparing to enter the

labour market has usually been developed through school curriculum or training. At present, the

key aim is to address the discrepancy between school education and labour market demands, and to

make the school services required for the development of vocational competency more substantial.

Efforts must also be made to promote cooperation between colleges and business, to expand

learning programs to allow students and unemployed youth to experience workplaces, and to

encourage schools and businesses to promote active vocational education.

Employed workers: Attaining better capability for performance and equal

opportunity to all workers

The current system is biased towards providing greater access to vocational competency

development for employees in large-sized companies. This must be changed to a system that gives

all workers easy access to opportunities for competency development, as well as the training and

assistance they require to achieve the capability to perform their duties more efficiently. To this
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end, the innovative capacity of all employees of small and medium-sized companies must be
strengthened; it should also be developed in those with the potential to provide leadership and
promote change. More support needs also to be given to employees to engage in voluntary
competency development services. More specifically, there is a need to expand and strengthen
support networks for employees in small and medium enterprises who have been targetted for
vocational training. These enterprises must also be able to obtain assistance for training provision.
Reforms will also include: implementation of a ‘structured on-the-job training (OJT) model’
suitable for small and medium-sized firms; expansion of special education and training courses in
advanced technology; and development and implementation of specialised programs for education
and training in knowledge-based service areas. The new system will also increase financial assistance
for workers undertaking training programs and introduce the ‘Best HRD’ certification system for
organisations (including companies) with excellent human resources development (HRD) services.

Middle-aged and older population: Encouraging competency development to
stay economically active

In an ageing society, competency development in the middle-aged and older population is becoming
ever more important. Currently, a variety of efforts are being made to develop and support
competency development programs for this group of workers. These include: supporting programs
for productivity maintenance linked to the wage system; designing career counselling and
development programs for middle- and old-aged workers; and supporting outplacement services for
such workers who wish to change their jobs. Ways to provide subsidies to support and encourage
career changes for middle- and old-aged workers are currently under review.

The unemployed: Making training more effective and improving results

In order to provide effective vocational competency development for unemployed people, training
courses need to be provided in occupations and regions where there is a demand for workers.
Instead of longer training courses designed for mass consumption, programs need to be shorter
and more diverse and use a blended learning approach. Training institutes must also be diversified
and operate in welfare centres and non-government organisations. Public funding can be used to
select or establish training institutes, with project-based funding and support also being established.
In addition, there is a need to improve the quality of training consultancy services to raise the
efficiency of training provision. Job-seeking allowances available to individuals undertaking training
must also be raised.

Vocational competency development as the common right

Non-regular workers: Expanding competency development opportunities
through individual training account

A system of ‘workers’ training accounts’ will be implemented as a trial from October 2006. This will
ensure increased training opportunities for non-regular workers who traditionally have had almost no
access to training. The training delivery system and training courses themselves will also be revamped
to suit and appeal to non-regular workers. Universities, social welfare centres, local governments,
non-government organisations and regional and industrial labour and management associations must
reinforce and support training designed for non-regular workers in different regions.

Selt-employed workers in small businesses: Turning them into wage-earning
workers or creating more value-adding businesses for them
Self-employed workers of small businesses must also possess the basic right to take advantage of

opportunities for developing their competency. Vocational training, employment services, on-the-
job training and customised services must be available to self-employed workers of small business
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who wish to move into other forms of employment. In consideration of their current work
obligations, such training programs must be conducted during weekends and weeknights.
Competency development programs which aim to help these workers to add value to their
businesses must also be expanded. Providing them with a loan to assist them to support themselves
during their training period could also be considered.

Women: Facilitating re-entry of women into the labour market

Competency development for women must be focused on easier re-entry into the labour market.
Developing programs such as ‘home-to-work transition’ programs and making these more available
to women will help those with discontinued careers to develop their competency and get back into
the workforce. There should be more attempts to invigorate internships and short-term customised
training programs. Support for specialised competency development courses in social services
should also be increased. In addition, lifelong learning institutes in universities must develop and
provide courses to assist highly educated females to acquire specialised skills and the required
licensing to enable them to re-enter the workforce.

The disabled: Providing customised programs for the learners

The target-specific program is a core element in the development of vocational competency for the
disabled. Training must be targeted to the needs of each disabled person and adapted both to the
type of handicap and the desired occupation. The provision of e-learning services must be
maximised. It is also important to provide funding and support for disabled learners who would
like to start up a business. Enterprises must also expand training courses (including customised
training programs) which lead to employment for a specified number of disabled workers.

Delivery of vocational competency development service and
innovation of infrastructure

Building partnerships for vocational competency development

The importance of partnerships in vocational competency development is growing, along with the
trend in decentralisation, localisation and privatisation of government services. There is a need for
the central government to focus on the integration and coordination of relevant policies, the
provision of assistance for building required infrastructure, and collaboration between agencies
responsible for assessment. This requires the employment policy advisory committee to develop and
coordinate effective and efficient linkages between vocational competency development policies
and projects (with specified budgets) across different ministries.

Local governments need also to increase their capacity and strengthen their networks for workers’
competency development in regional areas. A system that links employment-support centres, the
Korean Employment Information Service, HRD Korea, colleges and Korean polytechnic colleges
and training institutes is essential. Local employment advisory committees (chaired by mayors or
governors) must be able to determine and coordinate policies for regional human resource
development. It is essential that local governments seek measures which promote local industry
participation.

Industry must also participate in the vocational competency development system. The
establishment of ‘sector councils’ is also planned to assist in this area. Sector councils will have a
number of roles. They will be required to manage the system of national technical qualifications,
analyse industry trends, make forecasts about workforce demand, and investigate client satisfaction
with university education. The assessment of training institutes and training specialists, the
development of industry partnerships through the creation of industrial innovation clusters must
also be vigorously promoted.
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Innovation of a supporting system in competency development services with
a focus on users

Colleges, companies and public and private training institutions must become learner-oriented.
Universities need to increase specialist education and short-term courses for competency
development and provide a suitable environment in which students can work and study. The major
task for industry is to promote training for workers in small and medium enterprises. Industry
associations may also need to provide support and resources for the development of on-site
learning programs. The introduction of an e-learning context will also improve the quality and
outcomes of training courses.

Expanding information infrastructure for vocational competency development

The HRD-Net website should be reorganised to provide a source of comprehensive information
on employment, training and qualifications. Information on courses in training institutes and
evaluation and assessment of trainee satisfaction should be available for consumer reference.
Special broadcasting for vocational training must be resumed, and the use of free subway tabloids
to publicise human resources development information should also be reviewed.

Conclusion

In dealing with issues brought about by increased globalisation, advances in information
technology, population ageing and decreasing birth rates, Korea requires a new paradigm of
innovative economic and social development. The traditional system of vocational competency
development has been focused on the development of skills required for an industrial workforce.
Today this is no longer appropriate and must be reformed. In its place we should implement a new
system of vocational competency development to be focused on the development of a more
flexible and innovative workforce.

Efforts must be applied to fostering the development of competitive knowledge workers able to
take their place in today’s knowledge-based economy. We must also ensure that equal opportunities
for competency development are available to all and that opportunity for competency development
is established as a common right. If we are to get the most out of our investment in vocational
competency development, then we must also reform and revitalise the system of delivery and build
appropriate infrastructure.

If all these tasks are completed as planned, Korea’s vocational competency development will hover
around the average of the OECD countries, both in terms of quality and quantity. An effective
vocational competency development system that covers a great variety of groups will be the driver
of an innovative economy and will provide a new stepping stone for Korea’s economy.

References

Chang, Hong-Geun 2005, The delivery and consumption of vocational training in Korea (in Korean), Korea Research
Institute for Vocational Education and Training, Seoul.

Korea Development Institute 2005, A comprebensive study on the industrial competitiveness in Korea, KDI, Seoul.

Korea Labor Institute 2004, A study on lifelong learning and labor market, K11, Seoul.

——2000, Korea labor panel survey, K1, Seoul.

Korean Ministry of Labor 2004, Investigation on labor cost of enterprises (in Korean), Korean Ministry of Labor,
Seoul.

OECD (Organisation for Economic Co-operation and Development) 2003, Employment outlook, OECD, Paris.

——2005, Employment outlook, OECD, Paris.

74 Technical and vocational education and training in an ageing society



Discussant’s comments

Josie Misko

National Centre for Vocational Education Research

Adelaide

In this paper Chang has given us a snapshot of what it means to develop and sustain required
vocational skills and knowledge in a country whose population is more rapidly ageing than many of
the countries represented here. The author has also highlighted the issues created by cultural norms
which support high levels of investment in academic education and very low levels of investment in
vocational education and training.

The author has introduced us to what he calls ‘vocational competency development’ and to the
period in which such development should best occur, that is, starting from the latter stages of
schooling, continuing through the ‘economically active’ stage, and beginning to ease off in the latter
stages of life. Although the author has not specifically informed us of the actual ages at which the
‘economically active stage’ begins or ends, he has highlighted the need to extend the formal working
and learning lives of Koreans so that they are not reaching their use-by dates on their 60th birthday.

Stretching the paid work lives of individuals in a rapidly ageing society also makes a lot of sense,
because it ensures that society, in the absence of sufficient numbers of young workers, can continue
to count on the skills and knowledge of older workers. In addition, it provides recognition to the
fact that there are individuals in their late 50s and 60s who are still willing and able to remain fully
attached to the labour force. In a country where the social safety net system is weak, this makes
financial sense for the state and for the individual.

Like many other Organisation for Economic Co-operation and Development (OECD) countties,
Korea is finding that larger companies are much more likely to invest in and provide training for
their existing workers than are smaller companies, and that workers in regular employment are far
more likely to receive training than those in casual and non-regular work. Because companies do not
invest in the training of these groups and other underprivileged groups (including women, people
with a disability, and people over the age of 50 years with low skills), Chang believes that it triggers
‘the vicious cycle of low skill, low income, low opportunity for training, low skill’. He is right.

We are also informed that a government-led vocational training system has not adequately
addressed the development of skills and knowledge required in a changed economic environment
where the focus is on increased needs for knowledge and service workers. There are also issues
with regional development.

Also highlighted is the importance for the system to be reformed so that there is an increased
focus on:

» workforce and industry demands

» quality assurance of training and assessment
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» adiversified training market
» career development processes

» access to uset-friendly information on courses and providers.

What is interesting about Chang’s solution to low participation in vocational training in general and
by underprivileged groups in particular, is the envisioning of ‘vocational competency development’

as a common right, and the introduction of ‘workers’ training accounts’. This is ostensibly to enable
Korean workers who are not in regular work to have access to training,.

Also of particular interest is the approach to ‘vocational competency development’ for women. The
last decade has seen a focus on effective school-to-work transition pathways for young people.
Chang has applied the transition pathway concept to the movement of housewives back into the
paid workforce. He does not, however, refer to any plans for addressing the special needs of
women with economic incentives (for example, special subsidies to help women pay for childcare
or for looking after ageing parents) to attract them to and maintain them in training.

Chang also concludes that an invigorated ‘vocational competency development system’ built on
partnerships among key government agencies, educational institutions and employee organisations
(unions) at local and regional level is required if Korea is to address the issues raised by rapid
population ageing.

The author has made a good start in conceptualising how to further the Korean approach to
education and training so that it meets the requirements of a rapidly ageing workforce in a society
where cultural norms support high investment of economic resources and time in academic
education.

However, the author would do well to extend this piece of work by investigating the plans for:

» making sure that eligible workers get to know about their rights to training, and are
encouraged to go back into training

> assisting workers who may not have the basic literacy and numeracy skills and attributes to
. . g . . } . . y y
participate effectively in re-training

» attracting women through incentives to make the transition from home to training and
then work

» extending the formal retirement age of Korean workers.
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Will we run out of young men?
Implications of the ageing

of the population for the
trades in Australia

Tom Karmel
Koon Ong

National Centre for Vocational Education Research
Australia

Introduction

Current skill shortages and the knowledge that our population is ageing have given rise to concerns
that we will face severe skill shortages in coming decades (see, for example, the Australian Council
of Trade Unions 2004). This paper looks at one area of particular interest, that of the trades.! The
reason we single out the trades is that they draw their new entrants from a narrow demographic
group, young men and therefore, prima facie, this labour market will be particularly vulnerable to
the ageing of the population.?2 This dependence on young men can be seen from figure 1, which
shows the age and gender distribution of those commencing an apprenticeship in the trades.?

The approach we take is quite straightforward. We build a workforce model that assumes a supply-
driven approach and compare the projections with those obtained from a demand-driven approach.
Any shortfall will be taken as evidence that we have a particular problem.

The structure of the paper is as follows. In the first section we build the supply workforce model.
Following this, we use the model to provide a set of projections. We then construct a set of
projections with a more demand flavour. The next section brings the two approaches together in
order to gain an understanding of the extent to which we will have shortages in the trades. We end
with some final comments.

1 By trades we mean the following occupations:
» Tradespersons and related workers—not further defined (ASCO 40)
» Mechanical and fabrication engineeting tradespersons (ASCO 41)
» Automotive tradespersons (ASCO 42)
> Electrical and electronics tradespersons (ASCO 43)
» Construction tradespetsons (ASCO 44)
» Food tradespersons (ASCO 45)
» Skilled agticulture and horticulture workers (ASCO 46)
» Other tradespersons and related workers (ASCO 49)
2 Men dominate the trades except for hairdressing and, to a lesser extent, the food trades. We concentrate on young men
because of their dominance and also to aid exposition.
3 By apprenticeship we actually mean a contract of training. In the Australian context this covers both apprenticeships
and traineeships.
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Figure 1 Commencements by age and sex, 2005
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The supply model

The basis of the model is that the number of people in a trade at a point in time is determined by
the number at the previous point in time, plus commencing apprentices, less withdrawals from
apprenticeships and those who leave the trade. While we have data on commencements and
withdrawals of apprentices, we do not have data on those persons in the trade who leave. So in
practice we model net attrition rather than actual attrition. More formally,

Xt:Xt—1+Ct_VVt_Dt ©)

Where X;is the number of persons in the trades at the end of year # C; is the number of apprentice
commencements during the year; I, is the number of apprentices who have their contract
cancelled during the year; and D;is the net attrition during the year. We reparameterise the model
by expressing C, W, and D as rates.

Define » as the withdrawal rate, thatis w = W/C
d as the net attrition rate, thatis, d = D/X

¢ as the commencing rate (proportion of the population), that is, ¢ = C/N where N is the
population size.

Then we have

Xt = Xt—l(l - dt )+ Ct(l - W )Nt—l @)
We use historical data to estimate the parameters of the model 4, ¢ and » and then project-forward

using demographic projections of N.

Now the model as in (1) and (2) is highly stylised and has no demographic dimension to it, apart
from the total population. In order to make the model more interesting, we introduce a
demographic dimension through the index 7 as follows:

X, = ZXi,I

and

Xi,z = Xi—l,t—l (1 - d[,t )+ ci,t(l - Wi,t yvi—l,t—l (3)
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So now the commencement, withdrawal and net attrition rates all depend on the demographic age
group. It is this dimension that is at the heart of the paper.

The supply projections

Before getting into the actual projections we present the ingredients: the commencement rates, the
cancellation rates and the net attrition rates.* We concentrate on males because of their dominance
in the trade occupations (although the model has an analogous set for females). One of the points
apparent from the construction of our model is that the parameters that drive employment in the
trades have changed during the last ten years. So rather than produce one set of projections we
produce three, corresponding to average, best and worst scenarios. The differences between these
scenarios are of some importance, as we will see later. In the Australian context, the labour market
for the trades has been very buoyant in recent years and we have seen increasing numbers of
apprenticeship commencements in the trades.

Figure 2 shows the commencement rates we use for the model. They have been derived from
historical data.> These represent the proportion of the age cohort who commenced an
apprenticeship or traineeship in the trades. There are a couple of points worth making about this
figure. First, as we already have seen from figure 1, the only age groups with sizable numbers
entering an apprenticeship or traineeship in the trades are young men, up to the age of 24. While
older men do undertake them, the numbers are small. The other point to note is how large these
commencement rates are: over 25% for men aged 15-19 and around 9% for men aged 20—24 years,
on average. If we add the rates over all age groups, we get an implied commencement rate of
around 40% (although this includes those who commence more than once). Thus trade
apprenticeships and traineeships are really important for men.

Figure 2 Apprenticeship and traineeship commencement rates for the trades (proportion of age cohort)
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However, the cancellation rates in our model (figure 3) are rather sobering. Again these are based
on historical data. They indicate that, for young men, around 50% of apprenticeships are not

4 More information on the technicalities of the calculations can be found in Karmel and Ong (forthcoming).
5 We have smoothed the historical rates in order to ensure that the model is well behaved.
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completed—a rather high level of wastage.® The cancellation rates for older males (over the age of
30 years) are lower. However, this is not very helpful because very few older males enter an
apprenticeship or traineeship in the trades.

Figure 3 Apprenticeship and traineeship cancellation rates for the trades (proportion of
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Finally, we present the net attrition rates (figure 4). While they are very important for our
projections, they are really the least satisfactory part of our model for reasons we will try to explain.
The net attrition rates are obtained by solving equation (3) shown earlier under the heading “The
supply model’, using historical data. The intuition is that they represent the attrition within cohorts
over a five-year period (the number of 30 to 34-year-olds in 2006 in the trades compares with the
number of 25 to 29-year-olds in 2001, for example), but taking account of actual commencements
and withdrawals in apprenticeships. The reasons that they are not overly satisfactory are two-fold.
First, the trades are not totally regulated; there are people who are employed in the trades who have
not formally completed an apprenticeship or traineeship.” Putting it another way, there are
substantial numbers of people working as tradespersons who do not have actual qualifications.
Second, our model has not explicitly taken account of immigration, which has been of some
importance for the trades. So our net attrition rates capture a number of flows, for which, ideally,
individual modelling would be preferable.

Before getting to the projections, we should comment on the negative attrition rate for males aged
20 to 24. The interpretation of this is that there are considerable numbers of young men who enter
a trade without undertaking an apprenticeship or traineeship.

¢ The commencement and cancellation rates refer to contracts of training. If we were to look at individuals and make
allowances for those who change trades, we would have lower commencement and cancellation rates. This would make
little difference to our projections because they offset one another.

7 It should be noted that our employment data come from the Australian Bureau of Statistics Labour Force Survey,
which relies on information from any responsible adult in the household. No doubt there is some noise in the response
to questions about occupation.
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Figure 4 Five-year net attrition rates for the trades (per cent of employment)
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Now the major point of the paper is to examine the effect of demographics on labour supply. Thus
for each of the scenarios we calculate a further variation in which the population is assumed to
grow at a constant rate within each demographic group according to the population rate from the
Australian Bureau of Statistics (ABS) projections over the period.® We think of this counterfactual
as a world in which population growth occurs as in the ABS demographic series, but where there is
no ageing. The difference between the projection based on the ABS demographic series and the
projection based on the ‘no ageing’ counterfactual shows the impact of the ageing of the population
on the supply over the next 40 years.

Figure 5 Impact of demographics on the supply of tradesmen
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8 We have used the ABS Series B population projections (ABS 2000).
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Figure 5 shows that the difference between the ageing and no-ageing scenarios grows from 12 000
in 2015 to 43 000 in 2020 and 320 000 in 2040. So the ageing of the population has a real kick in
terms of the impact on total labour supply for the trades. It appears that we should answer the
question posed in the title in the affirmative—perhaps we will run out of young men!

Up to this point we have concentrated on the impact of ageing on the overall numbers of
tradespersons. The ageing may have another impact; one could posit that it will alter the
distribution of demographic groups within the trades, and this would have an impact on workplace
dynamics and work organisation. Figure 6 plots the evolution of the age distribution of people in
the trades.

Figure 6 Age distribution of people in the trades, various years
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The projections put paid to our supposition; there is, in fact, little change to the age distribution.
The reason for this is that entry to the trades consists almost entirely of young people and thus the
age distribution depends on the rate of attrition rather than the demographics of the population.
This finding contrasts with what is expected in many other occupations. For example, Karmel and
Li (2002) project that the nursing workforce will age substantially.

Demand projections

The projections we have constructed to date have a supply focus because of the focus on new
entrants and attrition rates, and we need to compare those with demand projections. The essential
difference is that the supply projections concentrate on demographics and historical flow rates,
while the demand projections are based on a view of the economy in which employment is
constrained and product markets and labour markets adjust to a set of economic forces. This is a
world in which economic activity adjusts, not a world in which fixed proportions are assumed to
continue. The demand for labour in a particular occupation will depend on how fast the economy
grows (and this will be constrained by the size of labour supply), how labour productivity changes
in that occupation and others, and how product markets adjust.
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It is beyond our competence to build a model of the economy in which all these forces interact.”?
The approach we take is to simply project changes in employment shares and then apply them to
an assumed overall level of employment. The intuition is that the changes in employment shares
we have observed over the last ten years reflect some fundamental changes in the economy
(technology changes, overseas trade, capital flows, changes in consumers tastes and so on), and
that these trends will continue. This is pretty naive but has more face validity than a fixed
coefficients view of the world, in which occupational shares remain constant (although we include
this as a benchmark).

More formally, let E;; be employment in occupation 7 and time #

. ti
Then we can write E, , =

E, =5, ,E, where 5 denotes the share.
‘ ~
Then our unadjusted projection is E, , = §, .E, and our adjusted projection is

A

t,i ZEU- t

We obtain the projected shares by annualising observed changes and then projecting forward. That
is 5‘,’1. =Sy, (1 +7, ), where t is the number of years after the base period.

This is a fancy way of saying that the share of total employment in the trades has dropped over the
past and we expect it to drop in the future. For our projection we also need total employment.
Here, the key assumption is that the total employment will be constrained by the projected
population, with the age-specific employment-to-population ratios a little higher than they are now
for the 15 to 64-year-old population. The reason for this is that age-specific employment-to-
population rates will increase because of higher educational levels (better qualified people tend to
have high employment rates), as argued by Karmel and Woods (2004).

The trades employment projection (which we label as the base scenario) and the benchmark
projection (assuming no decline in the share of employment held by the trades, and labelled as
maintain share scenario) are shown in figure 7. The base scenario assumes that the trades share of
employment declines from 12.7% of total employment in 2005-06 to 9.3% in 2040 (a projection of
the trend between 1996-97 and 2005-00).

As can be seen, the projections are quite sensitive to employment shares. If the share of
employment in the trades were maintained, then in 2040 we would be looking at around half a
million additional jobs compared with the base scenatrio. However, our base scenario is pretty much
in line with scenarios developed by other modellers. For example, Access Economics (2006)
projects very modest growth in the trades up to 2020.10

9 A potential model is the MONASH model, a general equilibrium model of the Australian economy (Dixon & Rimmer 2002).
10 The Access Economics model does not align exactly with ours in terms of coverage. However, if we aggregate their
categorties, mechanical engineering & antomotive; fabrication engineering; electrical, plumbing & construction; food;, printing, wood,
bairdressers; and textile & miscellaneons, then the aggregate can be directly compared with our projections for total trades
(acknowledging that the Access Economics model does not cover horticultural workers). If we do this, the Access
Economics projected average growth of 1.9% per annum is slightly higher than our rather simplistic demand projection
for all of trades (0.5%). However, there is some variation within the Access Economics projections: from -0.1% for
mechanical and automotive to 1.2% for food tradespersons.
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Figure 7 Projections of employment in the trades

Maintain share Base

1 800 000 / /
1 700 000 /
1 600 000

1900 000

2]
e}
=}
S /
oy
e}
€ 1500000
=)
3 /

1 400 000

7
1 300 000
1200 000 J ' * ‘
2010 2020 2030 2040

Year

Comparison of demand and supply

We now compare the supply and demand projections. We have a bewildering array of projections.
We therefore start with what we consider to be the most middle of the road projections: the average
scenario for the supply model and the base scenario for the demand projections (figure 8).

Figure 8 Comparison of the average supply scenario and the base demand scenario
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The point that jumps out from this figure is that, according to these projections, there is a potential
oversupply of tradespersons. We would therefore answer the hypothetical question embedded in
the title with a resounding ‘no’. However, perhaps this is a little hasty. Recall that commencement
rates have been high in recent years and attrition rates have been lower than in earlier times,
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reflecting a very strong labour market. If we look at a second scenario (the worst scenario), then the
picture is very different, as can be seen in figure 9.

Figure 9 Comparison of the worst supply scenario and the base demand scenario
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In this case, we would be looking at a decline in the trades workforce and very serious labour
shortfalls. That is, if commencement, cancellation and attrition rates were at the poorer end of
historical experience, there could well be very serious shortages in the trades.

To round off the presentation of the results, we also compare the supply and demand projections
under the other combinations of scenarios. These results are shown in table 1.

Table 1  Difference between demand and supply projections for the trades, 2040 (+ indicates potential
surplus, - potential shortage), 000 persons

Base demand scenario Maintain share demand scenario
Worst supply projection -400 -900
Average supply projection +200 -300
Best supply projection +1400 +900

Table 1 shows that the extent to which we project skill shortages or surpluses is quite sensitive to
the assumptions. The conclusion, on the assumption that our demand projections are not grossly
understated, is that there is no reason to be overly concerned about the supply of tradespersons 7
the trades can maintain their attractiveness relative to other occupations. That is, commencement rates must be
kept at reasonably high levels and attrition rates at reasonably low levels. Otherwise, skill shortages
are likely to emerge.!!

11 Implicitly the line of argument presupposes that, at the starting point, the labour market for the trades is more or less in
balance. The fact that the Department of Workplace Relations’ list, Migration occupations in demand, includes a number of
trades suggests that there are currently shortages. However, any current imbalance is relatively immaterial when
undertaking projections over a 35-year petiod.
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Another way of expressing these results is that the potential supply is more than sufficient to
underpin any reasonable projection of employment demand in the trades. There may well be
shortages in the future—but don’t blame the demographics.

Final comments

It is worth noting again that this conclusion is contingent on the demand projection and that our
assumption is that employment demand in the trades is primarily related to total employment.
Essentially, we are arguing that demand in the trades will be related to the overall level of economic
activity, which will be constrained by the labour force and not driven by the population size. This
approach is quite different from that employed in some manpower models, especially in service
industries. For example, planning in health and community services commonly assumes that
demand is related to population numbers, not employment numbers. However, the demand for the
trades primarily depends on the level of economic activity in industries such as construction and
manufacturing, and these industries are clearly driven by levels of economic activity.

To sum up:

» 'The trades workforce is going to be directly affected by the ageing of the population because of
its reliance on young men as entrants.

» 'The ageing of the population will make a very significant difference to the size of the trades
workforce—some 320 000 people by 2040.

» Despite this impact on the size of the workforce, moderate scenarios suggest that there will be
no overall imbalance between supply and demand over coming decades, because the slowing in
employment growth caused by the ageing of the population will dampen the demand for
tradespersons.

» 'This conclusion presupposes that the trades retain their attractiveness and we do not see
significant declines in commencement rates among young men or significant increases in
attrition. That is, the ageing of the population does not play a big role, rather any shortages are
more likely to be a result of the attractiveness of the trades relative to other occupations.

» Unless patterns of commencements and attrition change, the age distribution with the trades
will be largely unchanged; demographics do not play a big role here.

A last word of caution. This analysis has looked at trades as a whole. What applies at this aggregate
level may not apply within particular occupations, because the projections are sensitive to rates of
commencement, rates of cancellations and attrition rates, all of which we know vary significantly
across trades. However, the extension of our approach to the individual trades (Karmel & Ong
forthcoming) does not alter our conclusions, although there is considerable variation in the model
parameters and projections at the individual trade level.
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Discussant’s comments

Lynne Bennington
School of Management, RMIT University
Australia

In responding to Karmel and Ong’s paper, the easiest route to take is to agree with their
propositions and to extol the virtues of the paper because it is a reasonably accessible paper that
appears to make a great deal of sense. However, after summarising their arguments, I will provide a
brief critical and provocative approach and then ask whether the right question(s) has been asked.

Karmel and Ong’s paper commences by reporting that there have been numerous alarmist
commentaries predicting skills and labour shortages in the forthcoming decades. The purpose of
their paper is to question whether this will be the case in the trades occupied by men and whether
we will ‘run out of young men’. They conclude that ‘moderate scenarios suggest that there will be
no overall imbalance between supply and demand over coming decades’.

The authors begin by stating the obvious that most people do their training when they are young
and most apprentices are male (figure 1). Apart from indicating the dependence on young men,
they provide essentially no explanation or analysis of this situation. For example, there is no analysis
of why there is such a small number of female apprentices or how apprenticeships might be made
more acceptable to females. Figure 1 shows that commencements in apprenticeships (the ‘official’
path to the trades) rarely occur after 44 years of age; the majority commence before the age of 24
years. Maybe the reason for this is obvious to the reader? Perhaps it is due to the low wage afforded
to apprentices, making such programs unattractive to those who have family or other financial
responsibilities? Or, perhaps it is related to the pervasive degree of age discrimination in our society
(Bennington 2004), which might provide signals to older potential recruits to disregard the trades as
an employment option because they may have difficulty in securing an employer to sponsor their
apprenticeship or in obtaining employment once qualified? There may well be other reasons.

Notwithstanding the lack of explanation, the paper quickly moves to a supply-side model. Based on
historical data, the authors develop ‘best, average and worst’ scenarios and arrive at an implied 40%
commencement rate. This rate seems quite high, but they do include those who commence more
than once. Figure 3 shows the high dropout rates for younger men. The attrition for older men
tends to be much lower but, as the authors point out, there are few of them, so this is not a
significant variable in the overall analysis. It is possible that many of those who drop out of
apprenticeships continue to work in their ‘trade’, but there is no discussion about whether this
might be the case. The only suggestion is that there are considerable numbers who enter the trades
without undertaking an apprenticeship or traineeship.

According to the authors, the numbers entering apprenticeships in the trades have been ‘very
buoyant’ in recent years, but the underlying reasons are not explained. Given that data from the
resources and infrastructure field show that almost all of its growth in apprentices came from
existing workers in that industry (ANTA 2005), if this holds across industries, and if we are simply
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upskilling or providing credentials to those already working in the trades, then this will not address
the full extent of the issue.

Population growth and the impact of ageing are then considered by Karmel and Ong, and, if they
had not extended their analysis, they may have predicted a shortage of young men in the trades.
What would be enlightening in this section, although not essential given the conclusion of the
paper, is some explanation of why the attrition rate is so high and what might be done to address
the retention of young men in these programs.

Karmel and Ong acknowledge that the demand for skilled labour will depend upon the growth in
the economy and concede that the market has the ability to adjust to changing circumstances. In
conclusion, even with the ageing of the population, they do not foresee a shortage of young men as
creating a problem in the labour market.

Interestingly, a similar examination by McMullin, Cooke and Downie (2004) in Canada came to a
conclusion similar to that of Karmel and Ong. These authors addressed some of the ways in which
the labour market is likely to adjust through wage adjustments, and more attention to human capital
by employers and the like, but they also pointed out that there will always be specific areas in which
there will be acute skills shortages in specific industries, locations or occupations. These authors
also pointed out the role of ageism and bartiers to older workers remaining in the workplace as
contributors to skills shortages (as suggested above).

In summary, then, the analysis of Karmel and Ong has some support from the Canadian market; it
is sound but perhaps a little simplistic. Given that their analysis differs from many others, it is
incumbent upon us to question their conclusions. For those who have endeavoured to secure the
services of tradespeople over the last five years or so, the more important question might be
whether there is an existing shortage, at least in the domestic or household market for trades
services, and if so, will this continue? And, what policy measures might be implemented to alter this
course of history? Sheldon and Thornthwaite in their analysis of the Australian situation clearly
assert that there are critical skill shortages already and suggest that, despite the controversy amongst
researchers, there has been ‘a general stagnation in traditional apprenticeship numbers and
substantial declines in some areas’ (2005, p.408) and there is concern that many of those who are
skilled will retire in the near future.

Moreover, for a number of years now skills shortages have been the subject of much concern
(Australian Industry Group 20006). In 2003, the Senate inquiry Bridging the skills divide (Employment,
Workplace Relations and Education References Committee 2003) found that skilled tradespersons
had been in short supply for a number of years. Pastry cooks, chefs and motor vehicle mechanics,
according to industry, had been a problem continuously from 1994; toolmakers and upholsterers
since 1995; boilermakers, fitter and turners, metal machinists, pressure welders and sheet-metal
workers in all but one or two years since 1995; refrigeration and air-conditioning mechanics
continuously from 1998; and panel beaters, vehicle painters, and automotive electricians continuously
from the end of 1998 (Employment, Workplace Relations and Education References Committee
2003). The Chief Executive Officer of the Australian Industry Group has also asserted that there will
be a further shortfall of 100 000 tradespeople over the period 2004—09 (Riddout 2004).

Almost all skills are currently in demand (Department of Employment and Workplace Relations
20006). When examining the Migration occupations in demand list, the same shortages appear
(Department of Employment and Workplace Relations 2007). It would almost seem that Karmel
and Ong are considering a different labour market.

Although they came to a conclusion that suggested no further investigation was required, the
inquiring mind begins to ask other questions. For example, it would be interesting to consider the
effects of migration, which is a point acknowledged by the authors. To have done this, quality data
about the availability of skilled workers in other parts of the world and some indication of the
current (and future) attractiveness of Australia as a destination for these people would need to be

88 Technical and vocational education and training in an ageing society



known. Secondly, it would be useful to attempt to include the number of workers who work in the
trades without ‘a ticket’. Thirdly, some attempt to consider demand factors that might change over
the next 40 years would be useful. For example, it might be expected that, in this ‘disposable
society’, unless concepts of sustainability and reverse logistics are embraced with great vigour and
effect, there will be less need for many tradespeople, as replacement rather than remediation
becomes the name of the game. It is likely that there will be less need for some sophisticated trades
skills, for example, rather than replacing a rotten sash on a timber window frame, it is more likely
that the home owner will need to buy a full new frame, and in all probability it will be aluminium
and not timber anyway, so the need for tradespersons may be reduced.

The signals about the problems of trade shortages need to be carefully analysed, as workforce
planning and policy responses from government require considerable planning due to the sheer
complexity of the issue. More variables need to be considered, but the authors state that this is
beyond the scope of their paper. The key to answering the question posed by the title of the paper
very much relates to the assumptions made, but the authors conclude that, as long as
commencement rates are kept high and attrition rates low, there will be no skills shortages.

Even if one accepts their conclusion, what might change to alter the scenario developed by Karmel
and Ongp Will there be a reduction in the age that young people can commence apprenticeships? If
so, will this impact upon the availability of qualified tradespeople? Would this make apprenticeships
more attractive and also reduce the attrition rate? Will there be more concerted efforts to ensure
that those working in the trades are propetly ‘qualified’» Will the licensing requirements change?
Will apprentices become more attractive to employers? How might trade apprenticeships be made
more attractive to young women so the question is broadened out to be more inclusive? Would a
greater effort in the area of recognition of prior learning mean that older unemployed or ‘eatly
retirees’ would find apprenticeship training attractive? etc.

Each of these questions would constitute a separate paper, so will not be explored at this time.
Changes are already mooted with the Australian Government’s Skills for the Future Package
launched by the Prime Minister in 2006. This package is designed to stimulate demand for skills
training and provides, amongst other things, work skills vouchers of $3000 for individuals who are
25 years and over without Year 12 or other formal qualifications, and subsidies of up to $13 000
over two years for employers or apprentices to support those aged 30 years and over to undertake
apprenticeships.

In conclusion, a thorough examination of this topic would require a systems approach and be of a
dimension much grander than the authors planned. However, what they have provided is an
alternative method of approaching this issue and the suggestion that there is perhaps less need to be
concerned than the popular press would have us believe. However, we might still ask whether they
have asked the right question—if there are currently shortages, why will these not continue?

References

Australian Industry Group 2006, World class skills for world class industries: Employers’ perspectives on skilling in
Australia, A1G, Sydney.

ANTA (Australian National Training Authority) & Resources and Infrastructure Industry Skills Council 2005,
Industry skills report, ANTA, Brisbane.

Bennington, L. 2004, ‘Prime age recruitment: The challenges for age discrimination legislation’, E/der Law
Review, no.3, pp1-15.

Commonwealth Government 20006, Skills for the Future Package, AGPS, Canberra.

Department of Employment and Workplace Relations 2006, S&#ls in demand lists states and territories—2006,
DEWR, Canberra.

——2007, Migration occupations in demand, viewed 2 March 2007, <http://jobsearch.gov.au/joboutlook/
default.aspx?pageld=Shortages&WHCode=2>.

Employment, Workplace Relations and Education References Committee 2003, Bridging the skills divide,
Employment, Workplace Relations and Education References Committee, Canberra.

NCVER 89


<http://jobsearch.gov.au/joboutlook/

McMullin, JA, Cooke, M & Downie, R 2004, Labor force ageing and skill shortages in Canada and Ontario, Research
report W/24 Work Network, Canadian Policy Research Networks Inc., Ottawa, Ontatio.

Riddout, H 2004, ‘Big ideas’, Australia forums: The future of work, viewed 3 May 2004,
<http:/ /www.abc.net.au/rn/bigideas/stories /2004/1097588.htm>.

Sheldon, P & Thornthwaite, I. 2005, ‘Employability skills and vocational education and training policy in
Australia: An analysis of employer association agendas’, Asia Pacific Journal of Human Resonrces, vol.45, no.3,

pp-404-25.

90 Technical and vocational education and training in an ageing society


<http://www.abc.net.au/rn/bigideas/stories/2004/1097588.htm>

Ageing labour force and retraining
of workers 1n Korea

Jihee Chot

Korea Research Institute for Vocational
Education and Training (KRIVET)
Korea

Introduction

The ageing of the population of a country has many implications. Ageing raises the dependency
ratio, meaning there are fewer people available to undertake productive work and contribute
actively to the economy. In addition, population ageing raises the issue of labour productivity and
labour quality. Productivity may be reduced by lower rates of labour market participation among
older people, and the quality of labour may be reduced in jobs requiring hard physical labour.

Population ageing in Korea has been plagued by additional factors. First, Korea has been
experiencing ageing at an unprecedented high speed, thereby making social and individual
adjustment more difficult. Second, the social safety net for older people is not yet fully developed
and access to welfare benefits is limited. Third, Korean workers begin to experience age-related job
displacement as eatly as 45 years of age. Once displaced from their jobs, older people experience
particular difficulties in obtaining new jobs, due to labour market discrimination and also due to the
structure of the labour market, where job mobility in general is relatively low.

This study reviews key characteristics of ageing in Korea, identifies major issues associated with
ageing, and suggests how retraining for older workers in Korea needs to be restructured to meet the
challenges posed by a rapidly ageing society.

Characteristics of ageing in Korea

A rapidly ageing society
Pace of ageing in Korea

What is most characteristic of ageing in Korea is probably the rapid rate at which population ageing
proceeds. Table 1 shows the years that different countries reach critical stages in ageing—where the
proportion of those aged 65 years and over reaches 7%, 14%, and 20% in each country. The table
also shows, for each country, the number of years taken to move from 7% to 14%, and again from
14% to 20%. Among the countries listed in the table, France was the first country, in 1864, to reach
the first critical point where the proportion of the people aged 65 represented 7%. The United
States reached the same stage in 1942 and Japan in 1970. Among all the countries, Korea was the
last to reach this stage, in 2000. Korea was again the last country to reach the second critical point
where the proportion of those 65 years and over rises to 14%. However, when it comes to the third
critical point, where the proportion of the elderly people is 20%, Korea is projected to reach this
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stage in 2026, ahead of the United States, which is projected to reach the stage in 2028, and only six
years later than France, which is projected to reach the stage in 2020.

This can be explained by comparing the number of years it takes in the transition from one critical
point to another in these countries. It took France 115 years, over a century, to shift from the 7%
stage to the 14% stage, while the same transition took 71 years for the United States, 24 years for
Japan, and only 19 years for Korea. The progress of ageing in Korea is projected to be further
accelerated in the years coming. The number of years it will take for Korea to move from the 14%
point to the 20% point is expected to be only seven.

Table 1  Year reaching critical shares of the population aged over 65, selected countries

Year reaching at Number of years taken
7% 14% 20% 7%—14% 14%—20%

Korea 2000 2019 2026 19 7
Japan 1970 1994 2006 24 12
France 1864 1979 2020 115 41
Germany 1932 1972 2012 40 40
UK 1929 1976 2021 47 45
Italy 1927 1988 2007 61 19
USA 1942 2013 2028 71 15

Source:  Korea National Statistical Office (2001)

Shifts in age structure in Korea, 1960-2050

The rapid pace at which ageing proceeds in Korea is well demonstrated by the shifts in the age
structure of the Korean population from the past to the future, as shown in figure 1. The figure
shows and projects the changes occurring in the age structure of the population during the period,
1960—-2050. The shape of the structure has changed from a pyramid to a bell shape between 1960
and 2000, in only 40 years, as ‘the baby boom generation’ after the Korean civil war approaches the
retirement age. This shape is further projected to turn into almost an inverse pyramid by 2050.

Rising dependency ratio

Population ageing is anticipated to raise the dependency ratio of the population. The total
dependency ratio of the population was very high in 1970, recording 83.8%. This ratio continues to
decrease until the year 2000, being projected to hit the lowest point in the year 2010. After this
point, the ratio is projected to continue to rise to reach 86.1% in 2050, a higher ratio than back in
1970. To understand the drops and increases in the total dependency ratios during the projected
period, 1970-2050, changes in the total ratios need to be further broken down to the changes in the
youth dependency ratios and the changes in the elderly dependency ratios. The drops in the total
dependency ratio up to the year 2010 are explained by the fact that the drop in the youth
dependency ratio exceeds the increase in the elderly dependency ratio until 2010. However, in 2010,
the increase in the elderly dependency ratio begins to exceed the decrease in the youth dependency
ratio, thereby resulting in a constant rapid increase in the total dependency ratio after 2010. A high
total dependency ratio caused by a high proportion of the young population offers some hope in
that, as the young generation matures, it will lower the dependency ratio by increasing the base of
the ratio. However, a high dependency ratio caused by a high proportion of elderly people does not
provide much room for improvement unless some external active intervention takes place, such as
measures to increase the national fertility. Korea has been suffering from a low fertility rate as the
rapid drops in the youth dependency ratio in table 2 show.
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Figure 1 Changes in age structure of the Korean population, 1960-2050

Year 1960
Age (% Men ®women]

100

085 004 0®3 0.02 001 @00 0.01 0.2 0®3 004 (05

Year 2000
Age

093  0B2 0®2 001 0.01 000 .01 0.1 0.62 0@82 0%8

Year 2050
Age
0.02 0.02 0.01 0.01 0.00 0.01 0.01 0.02 0.02

Source: Korea National Statistical Office (2001)
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Table2 Changes in the dependency ratios and median ages, 1970-2050

Year 1970 1980 1990 2000 2010 2020 2030 2040 2050
Total dependency ratio (%) 83.8 60.7 443 39.5 37.3 39.4 54.7 72.6 86.1

Youth dependency ratio (%) 78.2 54.6 36.9 29.4 223 17.6 17.4 17.4 16.7
Elderly dependency ratio (%) 5.7 6.1 7.4 10.1 14.9 21.8 37.3 55.2 69.4

Median age of the aged population 18.5 21.8 27.2 31.8 375 42.8 47.7 50.9 53.8

Notes: 1 Total dependency ratio: (aged 0—14)+(aged over 65)/(aged 15-64)*100.
2 Youth dependency ratio: (aged 0-14)/(aged 15-64)*100.
3 Elderly dependency ratio: (aged over 65)/(aged 15-64)*100.

Source:  Korea National Statistical Office (2001)

Labour shortage issue

Ageing also raises the issue of productivity, because labour force participation is generally lower
among older people. Table 3 shows that labour force participation drops with age for those aged 50
years and over in Korea. In the year 2005, the rate of labour force participation among men drops
from 89.1% for the age group of 50-54 years, to 66.5% for the age group of 60—64 years, and to as
low as 41.2% for the age group of 65 years and over. The rate of drop is a little slower for women
than for men. In the same year, the rate of labour force participation among women drops from
58.3% for those aged 50—54 years, to 43.3% for those aged 60—64 years, then to 22.4% for those
aged 65 years and over. The gaps between men and women in the labour force participation rate
decrease with age among those aged 50 years and over.

As shown in this table, the rapid decrease in the labour force participation rate occurs as age
increases. If the current trends in the age structure of the population in Korea continue and the rate
of labour force participation by age group remains the same, this could soon lead to a labour
shortage problem in Korea.

Table 3  Trends in the labour force participation rates by age groups 55 years and older, by gender, (%)

Aged 50-54 Aged 55-59 Aged 60-64 Aged 65 and over Total
Male Female Male Female Male Female Male Female

1980 90.5 53.9 80.0 46.2 59.0
1985 88.1 52.4 77.3 47.2 56.6
1990 90.6 60.0 83.6 54.4 67.2 43.6 39.3 18.4 60.0
1995 91.3 58.8 83.9 54.1 73.7 46.0 40.8 20.2 61.9
2000 89.1 55.2 7.7 51.1 63.4 459 40.6 22.8 61.0
2001 88.0 56.5 77.8 50.6 65.0 45.6 41.2 22.9 61.3
2002 88.3 58.0 80.1 49.6 66.5 46.4 427 23.0 61.9
2003 89.7 55.5 80.3 49 63.7 427 39.8 21.5 61.4
2004 89.4 56.1 80.7 49.4 64.8 43.4 41.3 22.2 62.0
2005 89.1 58.3 80.6 49.0 66.5 43.3 41.2 22.4 61.9

Source: Korea National Statistical Office (1980-2005)

A couple of important suggestions have been made to boost labour force participation and at the
same time solve the future labour shortage problem in Korea. The first solution is to utilise the
female labour force in Korea. The labour force participation of females in Korea is one of the
lowest in Organisation for Economic Co-operation and Development (OECD) countries. During
the prime working ages of 35-55 years, the differences in the participation rate between men and
women can be as high as 30%.

Also, there is an argument that the retirement ages in Korea need to be readjusted if the population
ageing continues at the current speed. If this measure is taken, it will raise the labour force
participation rates of the age groups affected. However, this is not yet considered to be a realistic
measure, considering that in Korea a great proportion of workers aged 45 years and over retire
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from work before they reach their official full retirement—between 55 and 60, and many of these
do not obtain re-employment.

Decline of skills among older people

Along with the labour shortage issue, ageing population also raises concerns about the decreasing
quality of labour, as physical ability declines with age. There is a debate about how much ageing
affects a worker’s ability to perform the task required at work. While it is widely understood that
the overall skills of an individual decrease with age, the decline in the worker’s ability is known to
be affected by several factors such as the skill level of the worker.

Table 4 shows how the basic skill levels decline with age. When the skill levels of those in their 60s
are compared with those in their 20s, prose literacy declines by 40 points, document literacy by 40
points, and the problem-solving ability by over 30 points. Numerical literacy shows the largest
decline for those in their 60s, with a 57-point decline compared with those in their 20s. These
declines for older people in the crucial basic skills are likely to affect not only their work but also
their everyday life. Also, declines in these basic skills for older people imply that older people have
low trainability.

Table 4 also shows that basic skill levels increase with educational attainment. This implies that, given
the lower educational attainment among the older generations in Korea, low basic skill levels of older
people could be attributed to the lower level of schooling of the older generation, and not only to the
age factor. It is not clear yet how much schooling slows down a decrease in skills associated with
ageing. However, while the younger generation in Korea continues to obtain more schooling
compared with the older generation, the gap between the young and old will continue to exist.

Table 4 Differences in the level of basic skills by age, gender, educational attainment

Prose Document Numerical Problem-solving

literacy literacy literacy ability
N Mean SD N Mean SD N Mean SD N Mean SD
Sex Male 2120 499 48 2125 500 49 981 502 48 958 500 49
Female 2109 500 51 2107 499 50 967 496 51 938 499 50
Total 4229 500 50 4232 500 50 1948 499 49 1896 500 50
Age 10-19 408 501 40 410 502 40 214 503 43 188 502 44
20-29 1044 511 4 1045 511 46 474 514 41 468 510 48
30-29 1167 506 47 1168 506 47 512 508 42 497 505 47
40-49 927 498 49 926 496 46 419 499 50 403 496 49
50-59 505 475 55 503 480 58 238 480 56 247 483 52
60-69 178 460 60 180 460 62 91 446 56 93 469 56
Total 4229 500 50 4232 500 50 1948 499 49 1896 500 50
Educ. Elem.educorlow 203 440 70 203 449 66 96 437 63 109 464 55
attain. - \jiggle school 528 476 47 530 477 50 247 471 53 239 482 49
Some high school 273 500 38 273 502 37 152 499 40 121 503 48
High school compl. 1793 501 45 1793 499 46 797 500 43 788 497 47
Associate degree 368 512 46 368 510 40 184 509 36 165 511 48
Some coll. educ. 270 515 44 271 510 39 123 521 42 143 513 40
Bachelor or higher 793 517 44 793 520 50 349 514 45 330 517 47
Total 4228 500 50 4231 500 50 1948 499 49 1895 500 49

Note: The means and standard deviances listed are standardised numbers with bases on the mean score 500 and the

standard deviance 50.
Source: Korea Research Institute for Vocational Education and Training (2005)
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Issues for older workers in Korea

Critical issues facing older workers in Korea

Population ageing poses critical issues for society as well as for the individual. These issues need to
be examined before discussing the training needs of older workers.

First, ageing itself could be a problem in any country. But, in Korea, it’s not ageing itself, but the
speed at which ageing of the population is occurring. The rapid ageing allows little time for both
society and the individual to prepare for the future. Responding to ageing by making adjustments in
social policies is not easy because it takes time to adopt policy reforms in such fields as employment
policies and social welfare.

As ageing reaches a more mature stage, the issue will be more focused on those aged over 65 years.
As people live longer, society should be able to find a way to enable them to work longer.
However, at the current stage of ageing in Korea, the issue is more urgent. While the full retirement
ages in Korea range between 55 and 60, depending on the sector of employment, most workers in
Korea are forced from their workplaces far earlier. High unemployment of people aged between 45
and 65 is a serious social problem, along with the high youth unemployment.

Discriminatory labour market practices play a negative role in displaced older workers obtaining
new jobs at a comparable level. Also, the traditional paternalistic values and work attitudes of older
people work against older people obtaining a low-level job. Currently the most urgent issue for
older people in Korea is for them to able to continue to work until they reach the official
retirement age.

Table 5 illustrates the distribution of labour market status of the older workers aged 55 years and
over in Korea. As they get older, the proportion of the self-employed, including employers, increases.
For men aged 55—64 years, the share of the self-employed reaches 53.2%. For men aged 65 and over,
the share increases to 72.2%, and to 77%, when unpaid family workers are included.

Table 5 Labour market status of the older people in Korea, 2000 (%)

Male Female Male Female
Ages 55-64 Ages 55-64 Ages 65 and over  Ages 65 and over
Salary workers: permanent 21.6 3.9 6.6 1.0
Salary workers: temporary 13.6 19.4 10.7 8.4
Salary workers: daily basis 10.7 16.7 5.8 14.8
Employers 8.7 2.9 4.8 0.6
Self-employed 445 26.2 67.4 42.2
Unpaid family workers 1.2 30.8 4.8 33.0

Source:  Korea National Statistical Office (various dates [2001])

The high proportion of self-employed workers among those aged 55 years and over in Korea
explains the gap between the effective retitement age and the official retirement age, as shown in a
recent OECD report (OECD 2000). The effective retirement age is reported to be far higher than
the official retirement age in Korea. Those who are forced from their workplace against their will
continue to work as self-employed people. The high proportion of self-employed among the older
workers in Korea explains the high actual age of retirement of about 70, since in general the
retirement age is much higher for the self-employed than for salaried workers.

Finally, the lack of a social safety net for the elderly is a significant problem in Korea. While many
may have to leave the labour market before they reach the official age of retirement, they have
accumulated sufficient wealth for life after retirement. There is no social welfare available for
these people.

96 Technical and vocational education and training in an ageing society



Policy reform needs in an ageing society

Korea faces the need for an urgent social policy reform in key sectors to solve issues associated
with ageing,.

First, reform of the social welfare system is needed to better support older people in Korea.
Currently, social welfare for the elderly is not fully developed in Korea since supporting the elderly
has been the responsibility of the direct family until not so long ago. Due to changes in the values
of young people and also due to rapidly rising longevity, this situation is changing. These days,
parents live until their children grow old. So, public intervention is needed to support old people.
Although the social welfare system in Korea has recently begun to respond to this need of older
people for social welfare, the process is very slow.

Second, population ageing has financial implications for the society. An increasing proportion of
older people places a burden on national finance systems, such as the social security and health
budgets. Supporting old people incurs high social costs. This could lead to running national deficits
unless some measures to increase tax income are introduced. Also, increases in the aged population
create the need to adjust the national pension system to better meet the needs of older people. In
Korea, the national pension system is facing major reform since it can not maintain the current
level of payment due to the rapidly increasing older population.

Third, a labour market adjustment is needed which allows older workers to stay and work longer in
the labour force. This can be done in two ways. First, measures need to be taken to allow workers
to stay until they reach official retirement age. Second, the current retirement age, which is set to
between 55 and 60, needs to be pushed forward to allow workers to work longer. To make this
adjustment, a social agreement between the workers and the firms needs to be established. Recent
debates in Korea have focused on adopting wage adjustment practices such as a wage peak system
in labour markets.

On the whole, social safety nets for older people need to be strengthened to meet the requirements
of an ageing society.

Retraining older workers in Korea

Low participation of older people in training

Participation by Korean people in continuous education and training is very low by comparison
with other OECD countries. Furthermore, most of the continuous education and training takes
place among the employed and while they are employed.

In the workplace, the chances of the worker obtaining vocational education and training are
determined by the size of the firm and the age and the educational attainment of the worker.
Employees in large firms have a greater likelithood of receiving training compared with workers in
small- and medium-sized enterprises (SMEs). Those with more years of schooling have a greater
likelihood of receiving training than those with fewer years of schooling. When other factors are
held constant, younger workers have a greater likelihood of receiving training than older workers,
while those at middle-level jobs are more likely to than those at high-level jobs.

Table 6 shows the pattern of participation in continuous education and training by age, gender and
educational attainment. Focusing on the age groups, it can be observed that participation in
continuous education and training sharply drops with age. For the age group of 10-19 years, the
total participation rate is 61.5%. But, it sharply drops with age after that. When the total
participation rates are compared between those in their 40s and those in their 50s, the decrease is
very large. Also, the participation of older people aged 50 and over is very low. The rate is only 4%
for the age group of 50-59 and 2.5% for the age group of 60—69. The total participation rate in
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continuous education and training includes participation in formal training as well as participation
in informal training. In table 6, rates of participation in both are shown. In both formal and
informal participation, the rates drop sharply with age.

This shows that there needs to be strong policy support to increase the opportunities for older
people to obtain education and training.

Table 6 Participation in continuous education and training, by age, gender, educational attainment

Total CET Formal CET Informal CET
N Rate of N Rate of N Rate of
part. (%) part. (%) part. (%)
Sex Male 250 10.7 155 6.7 103 4.4
Female 281 11.5 157 6.4 131 5.3
Age 10-19 48 61.5 11 141 45 57.7
20-29 203 19.4 87 8.3 128 12.3
30-39 142 9.9 109 7.6 31 22
40-49 101 8.5 75 6.3 21 1.8
50-59 29 4 23 3.2 9 1.3
60-69 8 25 7 22 0
Educational  Elementary school 7 2 5 1.4 3 0.9
attainment . 4die school dip. 32 44 19 26 16 2.2
High school dip. 250 111 132 5.9 138 6.1
Associate degree 69 14.8 40 8.6 25 5.4
Bachelor or higher 173 32.6 116 37.2 52 22.2
Total 531 1.1 312 6.5 234 4.9
Note: CET = continuous education and training.

Source: Korea Research Institute for Vocational education and Training (2005)

Major considerations in structuring retraining of older workers

In structuring retraining of older workers in Korea, the following factors need to be considered.

First, a high proportion of old workers are self-employed. The rate of self-employment is relatively
high in Korea compared with other countries. A high proportion of older salaried workers
displaced from their jobs turns to self-employment. Supporting self-employed older workers with
the kind of training they need is important.

Second, participation in continuous training to further develop skills is very low compared with
other countries. In addition to this, older workers are a low priority group for receiving training in
companies. The number of older people is increasing in Korea. Thus, older people are no more a
minority group in terms of numbers, but they are still treated so socially and in relation to the
establishment of public policies. Retraining of socially disadvantaged groups in Korea is still a low-
priority issue. Insufficient investment is being made in retraining older workers to enable them to
find re-employment after retirement. Policy reforms with respect to the retraining of older workers
should be based on an understanding of this situation.

Third, the training needs of different groups among older people vary, given background factors such
as their diversity in gender, age, employment status and socioeconomic status. Older people in Korea
are a very heterogeneous group. Their training needs differ and depend on their characteristics.

Schemes to retrain older workers in Korea

Considering the situation of older workers, their retraining should be structured to focus on
preparing them for the future world of work. Retraining of workers should also be structured to
help them plan for a career after retirement. Depending on the type of work in which the older
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worker is currently engaged, preparation for a future career could be diversified into a different
career path. However, what is more important in structuring training for older workers is that the
training programs should be able to help older workers to clearly plan and prepare for the world of
work they face in the future, while providing them with critical information on the kinds of jobs
they can take when they retire.

Ra (2004) divides workers aged between 45 and 65 into four distinct groups. The first group
consists of salaried workers who did not change their employer during their lifetime; this
constitutes 30% of the workers. The second group consists of salaried workers who changed their
employer more than once, which accounts for 25% of the workers. The third group consists of
self-employed workers who never changed their job; this is 25.8% of the workers. The fourth
consists of self-employed workers who have changed their job more than once, which explains
19.3% of the population.

What these groups have in common is that they all need career development programs to be able to
work longer. Some of older workers need to change their careers completely, while others need to
seck a new career in a field relatively close to their current job. Retraining needs for different
groups are different.

First, the group of older workers whose careers have been stable tends to maintain job security until
they reach 55, which is the mandatory retirement age in most companies. However, at 55, they
retire from work and become re-employed at entry level or they work as a temporary worker. For
this group of people, training programs are needed to prepare them for a stepped retirement from
work, such as obtaining re-employment at the same firm after official retirement.

The group of stable self-employed workers is typically working in a traditional sector such as
farming. Thus, for this group, training programs are needed to help them to update their skills and
to teach them how to run their businesses more successfully.

While older workers still have difficulty in finding jobs in Korea, they have a high degree of
motivation towards working and employment. This implies that, when associated with higher
chances of employment, retraining needs of older workers are very high in Korea.
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Discussant’s comments

Phil Loveder

National Centre for Vocational Education Research

Libby Hicks-Maitland

Department of Further Education, Employment, Science and Technology
Australia

Dr Chot’s paper quite graphically illustrates the extent to which Korean society has aged, and will
continue to age. This trend is expected to occur at a rate far greater than for many other
Organisation for Economic Co-operation and Development (OECD) comparator countries. These
shifts in the age structure in Korean society will impact considerably on the available pool of skilled
labour in the future and affect the dependency ratio in terms of those reliant on other family or
society members for a living. This is all occurring at a time where labour force participation by
older people is generally quite low and declines rapidly after 50 years of age.

On top of this, the paper outlines concerns around the decline in the skills base of older workers in
Korea, many of whom, relative to the younger population, have low basic skill levels and low
labour market mobility. Of particular concern, according to Dr Choi, is the trend in Korea towards
early retirement, often mandatory (as early as 45 years of age), and in many cases these people
experience either permanent displacement from the labour market or significant difficulty in
making the transition to life after work. I think we would all agree that this is a pretty universal
trend amongst many countries where, despite the rhetoric, older workers face significant challenges
in maintaining successful careers beyond a certain age.

Dr Chot suggests that policy reforms in Korea need to include a mix of social policy and employment
reforms, especially in the welfare system, and particular reforms to the education and training system,
including greater participation of older people in training, the re-training of existing workers and
assisting older people to plan more effectively for career change or life after retirement.

In terms of retraining older workers, Dr Choi believes the training system has a role to play in
ensuring that older workers receive the skills needed for the present and future world of work. We
need to remember that many of these people started their working lives before many of the
present-day technological advances and modern ways of working and would need skills upgrading
to continue participating successfully in work.

Dr Chot believes retraining needs to be focused for the various types of worker in Korean society,
including people who have only worked in a single industry and a single employer, the self-
employed and those who have made several career or job moves in their lifetime.

As Dr Choi states, the changing demographics of the workplace create opportunities to review
ageing employment policies in Korea, as it does of course in many other countries.
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The changes create an opportunity to examine the issue, from a wider social perspective, and to
ensure an integrated approach, which is strategic and long-term.

An active ageing approach as set out by the OECD necessitates a range of approaches including:

» an emphasis on prevention and eatly intervention, in terms of job loss and encouraging job
retention

» an opportunity to ensute that interventions are coherent, not fragmented, and that attention
is given to transition points in life stages in working lives

» Dbetter balance and a more inclusive cost—benefit analysis of a social security system—a longet-
term perspective.

» an emphasis on building a whole-of-life approach to the workforce development needs of
the Korean worker and also influencing the vocational education sector and other significant
partners to ensure the ongoing participation of the older worker as part of the skill pool
solution.

Such an approach would create an opportunity to build strategic partnerships which work to break
down the barriers for the older worker and embrace the opportunities that older workers bring to
the labour force, the community and to the economy.
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Technical entrepreneurship
development for the aged
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Manila, Philippines

Allow me to be good to you.
If not me, who else?
If not now, when?
And if I won’t be good to you,
what will happen to us?
(Elisabeth Lukas)

Introduction

We are living in an ageing world. While this has been recognised for some time in developed
countries, it is only recently that the ramifications of this changing social structure are being fully
acknowledged. The developing countries have yet to even fully recognise this phenomenon. We can
say that, while global communication is ‘shrinking’ the world, global ageing is ‘maturing’ it. The
increasing percentage of aged in the world is making people of all ages more aware that we live in a
diverse and multigenerational society. This ageing of the population impacts on all social, economic
and cultural spheres. However, there is a need to view ageing as a lifelong and society-wide
phenomenon. Older people should not be perceived as people merely to be protected, but as
valuable human resources who can contribute effectively to society.

Another irony of today’s societies is that, although people are living longer, they tend to retire carlier.
The number of years that workers can expect to spend in retirement has risen considerably—for
men, from fewer than 11 years on average across the Organisation for Economic Co-operation and
Development (OECD) countries in 1970 to just under 18 years in 2004; and, for women, from fewer
than 14 years to just under 23 years. This has repercussions from both economic and social points
of view. Therefore, expanding employment options, as well as self-employment and entrepreneurial
opportunities for these aged people, has become increasingly important.

In OECD countries in 2004, on average, less than 60% of the population aged 50—64 years had a
job. There are numerous work disincentives and employment barriers facing older workers which
often result in early exit from the labour market. This is primarily due to negative perceptions about
the capacities of aged workers to adapt to technological and organisational change and a perceived
reduction in their productivity. The bottom line is that population ageing is both a challenge and an
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opportunity. While it puts upward pressure on public expenditures and presumably drags down
economic growth, it also offers a tremendous opportunity by way of taking the benefit of
experience and maturity of these aged people by utilising them productively. It also helps these
people as they can spend more rewarding years at work even after retirement. However, this calls
for the provision of alternative employment opportunities for this category of people. Age is not an
accurate representation of an individual’s energy or ability to succeed. A recent study conducted by
the National Council on the Aging found one-third of Americans in their 70s considers themselves
only middle-aged.

In the United States ‘baby boomers’ are beginning businesses after so-called ‘retiring’ age. A 2004
Rand Corporation study found that self-employment rates rise at older ages. The report noted
that, in 2002, the rate of self-employment for the workforce was 10.2%, but the rate for those
aged 50 was 16.4%. While the 50-plus people made up 25% of the workforce, they composed
40% of self-employed.

Howard Stone, a life coach and co-author with his wife of Too young to retire, claimed that more
people of retirement age are deciding to redefine the third and fourth quarters of life away from the
concept of just taking it easy. In this book they comment that the prospect of living longer is also
motivating more seniors to start businesses after retirement. ‘When you have a job, even if it’s a few
hours a week, your mind and body want to stay in the game longer.’

Yahoo’s second annual survey of entreprenecurial aspirations finds that two-thirds of American
adults (66%) claim that they’ve considered starting their own businesses. (The survey was
commissioned by Yahoo Small Business and conducted by Harris Interactive.) Baby boomer-aged
survey respondents indicated a significant increase in entrepreneurial aspirations. For example,
when asked, ‘At what age do you think it would be too late to start your own business?’, 70% of
respondents who were aged 45 to 54 years and 72% of those 55 years and older answered, ‘T will
never be too old to start my own business’. Fifty-five per cent of respondents chose ‘own my own
business’ as the kind of work they would prefer to undertake late in life.

In the United Kingdom 18% of the working population aged 16 to 65 years are self-employed.
Indeed, 23% of entrepreneurs are aged between 45 and 54 years. According to research by Barclays
Bank, new businesses run by the over-50s are growing in number; this situation seems set to
continue in line with the United Kingdom’s ageing population.

There is a need to utilise the capabilities of aged people in the developing countries productively,
and especially those in the Asia and the Pacific Region. In view of the decreasing wage employment
opportunities because of employers’ preferences for hiring young people, the entrepreneurial
option seems to be the best alternative career. There is, thus, a need to provide them with the
necessary technical training to turn them into ‘techno-preneurs’, which will go a long way in
utilising their time, talent and experience productively. It will result in employment for others also,
thereby further contributing towards the socioeconomic betterment of a country.

Magnitude of the aged population

Over the past few years, the world’s population has continued on its remarkable transition path
from a state of high birth and high death rates to one characterised by low birth and low death
rates. The result of that transition has been the growth in the number and proportion of older
people. Such a rapid, large and ubiquitous growth has never before been seen in the history of
civilisation. The current demographic revolution is predicted to continue well into the coming
century. Its major features include the following.

» 'The number of people aged 60 years or older was estimated to be 629 million in 2002 and is
projected to grow to almost two billion by 2050, at which time the population of older people
will be larger than the population of children (0—14 years) for the first time in human history.
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The majority of the world’s older people resides in Asia (54%), while Europe has the next
largest share (24%).

» One of every ten people is now aged 60 years or older. By 2050, the United Nations projects
that one person of every five and, by 2150, one of every three will be aged 60 years or older.
The percentage is currently much higher in the more developed than in the less developed
regions, but the pace of ageing in developing countries is more rapid, and their transition from a
young to an old age structure will be more compressed in time.

» 'The wotld has expetienced dramatic improvements in longevity. Life expectancy at birth has
climbed about 20 years since 1950 to its current level of 66 years. Of those surviving to age 60,
men can expect to live another 17 years and women an additional 20 years.

» 'The majority of older people are women (55%). Because female life expectancy is greater than
male life expectancy, in 2002, among older people, there were 81 men per 100 women.

» Countries with high per capita incomes tend to have lower participation rates of older workers.
In more developed regions, 21% of men aged 60 years or older are economically active,
compared with 50% of men in less developed regions. In more developed regions, 10% of older
women are economically active, compared with 19% in less developed regions. Older people
participate to a greater extent in labour markets in less developed regions, largely owing to the
limited coverage of retirement schemes and the relatively small incomes, when provided.

The report, World population ageing: 1950—2050 by the United Nations (2002) prepared as a
contribution to the 2002 World Assembly on Ageing and its follow-up notes that:

... population ageing is pervasive, a global phenomenon affecting every man, woman and
child—but counttries are at very different stages of the process, and the pace of change differs
greatly. Countries that started the process later will have less time to adjust and population
ageing is enduring. It also says that population ageing has profound implications for many

facets of human life.

The following are the major features of the socioeconomic characteristics of the aged population.

Labour force participation of the older population has declined worldwide
over the last decades

Older people today are significantly less likely to participate in the labour force than they were in
the past. Over the past 50 years, labour force participation of people aged 65 or over declined by
more than 40% at the global level. In 1950, about one in every three people aged 65 or over was in
the labour force. In 2000, this ratio decreased to just less than one in five. Among men, the
reduction in labour force participation was from 55% in the labour force in 1950 to 30% in 2000.
By 2010, the total participation rate is projected to decrease slightly to 18%, owing to the drop in
the male rate to 28%.

The female share of the older work force is increasing

Traditionally, the proportion of older men who are economically active has been notably higher
than the proportion of older women. However, as participation in the labour force at older ages has
dropped faster among men than among women, the female share of the older labour force has
steadily increased over the last decades, especially in the more developed regions. In 1950, 26% of
the workers aged 65 or over were women in both the more and less developed regions. By 2000,
this proportion had increased to 29% in the less developed regions and to 41% in the more
developed regions. At the global level, the percentage of older workers who were women increased
from 26 in 1980 to 31 in 2000.
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Participation rates of older persons are higher in the less developed regions

Old-age support systems in the form of pension and retirement programs are much less prevalent
in the less developed regions than in the more developed regions. It is not surprising, therefore, to
find higher proportions of older people in the labour force in the less developed regions. In 1950,
the labour force participation rate among people 65 or older was about 40% in the less developed
regions and 23% in the more developed regions. Over the following 50 years, the participation rate
decreased considerably faster in the more developed regions.

The employment rate is lowest in Europe and highest in Africa

Among the world’s major areas, Africa has by far the highest proportion of economically active
people among those 65 years or older, while Europe has the lowest. Between these two extremes,
labour force participation rates among the older population are lower in Oceania and Northern
America and higher in Asia, Latin America and the Caribbean.

Literacy among the older population is neatly universal in the more
developed regions

The widespread attainment of at least primary education has been long established in the more
developed regions. As a result, literacy in these regions is assumed to be neatly universal, even
among the older population.

Illiteracy remains high among older people, especially women, in the less
developed regions

Although illiteracy among older people has consistently declined in most of the less developed
regions over the last two decades, it still remains generally high. In one of the surveys the United
Nations conducted in 105 less developed countries, 56% of people aged 60 or over were illiterate in
2000. Over the decade 200010, the illiteracy rate among older people is projected to continue
decreasing in virtually all countries. By 2010, the aggregate rate for the 105 less developed countries
is expected to decrease to 43%. The reduction in illiteracy rates among older people in the less
developed regions was greater among males than females. As a result, the gender gap in literacy has
increased over the few years. Since education levels have improved for each generation over the last
century, it is common to find important differences in the educational attainment of younger and
older segments of the older population. Therefore, illiteracy among older people in the less
developed regions is particularly high among those in the most advanced age groups.

Table 1 shows the population 60 years and above (in percentages), dependency ratio and labour
force participation rate for Asia and the Pacific countries in the year 2005.

We can see from this table that, in terms of the percentage of their total population, the population
of the people aged 60 years or above is highest in South Korea (13.7%) followed by Singapore,
China, Sri Lanka and Thailand in that order. It clearly shows that these countries have ageing
societies who need to be cared for. The countries with a low ageing population are Brunei (4.7%)
and Afghanistan (4.4%). Considering that we are taking age 50 as defining the aged entrepreneurs,
this percentage would be much higher in all of the countries if we used a higher age as the defining
criterion. In terms of the dependency ratio, Afghanistan (97%) leads the table followed by Laos
(80%) and Maldives (79%). But in general the dependency ratio is quite high and well above the
40% mark except for the Republic of Korea and Singapore (39% each). The old-age dependency
ratio indicates a situation in which an increasing number of potential beneficiaries of health and
pension funds are supported by a relatively smaller number of potential contributors (those in the
economically active age.) In relation to the male labour force participation rate between the age of
15 and 64, Nepal leads the table closely followed by Bhutan and Laos, while for the female labour
force participation rate, Nepal is followed by China and Vietnam.
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Table1  Aged population in Asia and the Pacific countries, 2005

Country Population Dependency Labour force participation rate,
60 years and ratio (%) age 15-64 (%)
above (%)
Male Female

Afghanistan 4.4 97 87.7 48.9
Bangladesh 5.7 64 89.8 57.2
Bhutan 7.0 75 91.2 59.6
Brunei 4.7 49 84.2 494
Cambodia 5.6 68 82.3 76.2
China 10.9 41 90.1 80.3
Fiji 6.4 55 84.5 32.8
India 7.9 60 87.6 435
Indonesia 8.4 51 86.3 53.2
Iran 6.4 50 76.4 11.2
Republic of Korea 13.7 39 77.9 52.8
Laos 53 80 91.1 74.4
Malaysia 7.0 59 35.7 394
Maldives 5.1 79 75.7 28.6
Mongolia 5.7 52 61.2 56.1
Myanmar 7.5 52 89.7 68.3
Nepal 5.8 74 92.1 85
Pakistan 5.8 73 84.6 15.4
Papua New Guinea 3.9 74 88.7 68.7
Philippines 6.1 64 84.3 54.8
Singapore 12.2 39 82.7 56.3
Sri Lanka 10.7 46 76.8 35.6
Thailand 10.5 45 81.1 65
Vietnam 75 54 86.0 79.4

Problems of aged people

The problems of aged people can be broadly divided into three categories.

Physical

> disabilities and diseases
» movement disorders
> incontinence
>

malignancies

Emotional

loneliness

generation gap

rejection from family
depression or hyper-excitement

sleeplessness, dementia

YV V V V V V

confusion
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Social
» loss of social status
> inactive life because of retirement

» addictions

While the remedy for the physical problems lies in medical treatment, the remedies for emotional
and social problems could be:

» counselling
» suppott from society, neighbors, and family

» integration into useful and constructive work which will give self-satisfaction.

In most of the Asian and Pacific countries there are no social security systems. In addition, in
eatlier times most of these countries had joint family systems and aged people were taken care of.
But with the breaking-up of the joint family system and the onset of the nuclear family system, the
need for income generation amongst these older people is much greater.

It is truly said that a busy and productive mind and body can halt the progress of disease.
Therefore, there is a need to utilise the productive capacities of these aged people; this will not only
give them a sense of fulfillment but will also prevent the diseases of old age. There is no better way
of utilising the potential of these people than initiating them into an entreprencurial career.

Case studies of countries

Republic of Korea

The Republic of Korea is an ageing society. In the year 2005, the people above 60 years of age
accounted for 13.7% of the national population. The population above 50 years that we are taking
as our benchmark for the aged entrepreneurs will be much higher. The speed of population ageing
in Korea will be much faster than in the developed countries. The government has been developing
and implementing a number of policies for older people, designed to enhance the quality of life for
people in general, while at the same time promoting sustainable socioeconomic development. The
basic direction has been to provide for healthy and economically stable lives for older people
through the strengthening of the necessary social infrastructure to support the care-giving role of
the family.

In 1981, the Older Persons Welfare Act was enacted. In 1991, to mark the International Year of Older
Persons, a long-term plan was established in preparation for the twenty-first century ageing society.
The government office in charge of elderly welfare and health was established and expanded, and
the budget allocated to older persons has steadily increased. Medical assistance to older people is
incorporated into the nationwide health insurance system. From 1991, for older people who were
excluded from the pension system, the government has made monetary allowances. The
government has steadily expanded public facilities to enable older people to enjoy their leisure time,
such as community centers for senior citizens.

Furthermore, at this critical juncture where the curtain unfolds an age of modern technology and a
new Cultural Revolution, the Korean Government has duly expanded the existing cultural program
for older people to include access to the internet, traditional sources of information, and to various
other facilities. Such programs are preparing older people to meet the challenges of the twenty-first
century but they also encourage active social participation. It is hoped that these advances will also
result in enhanced entrepreneurship amongst this aged population.
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Australia

Older Australians must be encouraged to work longer, according to a new OECD report. The
OECD’s report acknowledges that, compared with many other OECD countries, Australia has been
far from complacent in addressing the barriers to employment faced by older workers. Opportunities
for training for older people have been improved through the expansion of the technical and further
(TAFE) system, as well as through several training initiatives for older job seckers.

Despite these measures and the sustained strong performance of the Australian economy, there is
still considerable scope to improve employment opportunities for older people. The proportion of
people aged between 50 and 64 years participating in the labour market is much lower in Australia
than in a number of other OECD countries, such as Japan, New Zealand, Sweden and the United
States. The OECD points out that many older Australians withdraw from the labour market well
before reaching the official retirement age.

To remove the barriers that many older workers face to carrying on working, there is a need to
adopt a coordinated and comprehensive package of measures, including improving their
employability. Training opportunities for aged low-skilled and non-regular workers need to be
improved. However, for this to be effective, it is important to address the lack of motivation among
these groups for participation in training. It is distressing to note that, while all of these OECD and
other reports talk of providing employment to older people, they are woefully silent on the
promotion of entrepreneurship, through the provision of self-employment opportunities, amongst
this category of people.

It should be noted that there is a growing realisation about the potential contribution of small and
medium enterprises (SMEs) both in developed and developing countries. A healthy small and
medium business sector is rightly considered to be the backbone of any developed economy.
Entrepreneurship training in most countries of the world is being increasingly used to promote
local entrepreneurship and to accelerate the pace of enterprise development. Research studies
conducted in the United States suggest a positive link between economic development and
entrepreneurship. Similar systematically conducted research studies are rarely available in
developing and underdeveloped countries. But the absence of such studies does not suggest that
such a positive relationship does not exist. Developing economies like India, China, Pakistan, Sri
Lanka, Malaysia and many other South Asian countries have always considered the small business
sector as an important sector of the economy. Some of the developed countries can follow the
examples of a number of the developing countries in relation to entrepreneurship promotion.

Defining the aged entrepreneur

This population has been variously referred to as ‘senior entreprenecurs’, ‘third age entrepreneurs’,
‘elder entreprencurs’, ‘second-career entreprencurs’, ‘older entreprencurs’ and ‘silver entrepreneurs’.
Although there is no standard of what age constitutes an aged entrepreneur, using 50 or older to
define this group is a plausible approach. According to de Bruin and Firkin (2001), ‘many of the
issues that confront the older worker ... apply to people in their fifties’, and, ‘increasingly the age of
fifty is being used [by] ... insurance and retirement service providers as a benchmark age for
categorising those in the older group’.

People who start their business after 50 years of age have presumably never faced the trials of
entrepreneurship before and are therefore in a more challenging and unique position. There is a
greater need to pay more attention to those businesses which are started by entrepreneurs.

The reasons given by aged entrepreneurs for starting businesses are often unique. Some say they
were restless in retirement, others have the desire to pass something on to their descendants, and
still others want to pursue their dreams or ideas after long careers as employees. Compared with
entrepreneurs under 50 years of age, older entrepreneurs are less likely to cite increased freedom as
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a reason for starting up (Barclays Bank 2001). Others may want to supplement social security or
retirement benefits. Bruce, Holtz-Eakin and Quinn (2000) state that, in response to the possibility
of ‘reduction or delay in future social security benefits ... and ... the increasing health and longevity
of older Americans’, people in this group may stay employed longer, possibly seeking out self-
employment at a higher rate.

Yahoo’s second annual survey of entreprenecurial aspirations found that nearly one-third (31%) of
those polled said that doing work they really love was the main reason for launching a business. The
second most popular reason, selected by 22% of respondents, was ‘to be my own boss’. Less than
one-fifth (17%) said they decided to start a business ‘to make more money’.

Aged entrepreneurs are set apart by many other unique characteristics—they tend to work fewer
hours, tend to take more vacations and tend not to have any employees (Barclays Bank 2001)—all
of which indicate that self-employment can offer older people a great deal of flexibility and
freedom (all the while supplementing savings or other income, of course) that may help enhance
their later years.

Technical and vocational education and training and the aged

Absence of an organised effort in the provision of entreprencurship education and training to aged
people is resulting in a restricted supply of these matured and experienced people in the business
and economic arena. A low level of entrepreneurship in any country is characteristically linked to
slow economic growth. The technical and vocational education and training (TVET) sector is
specifically responsible for providing technical and skilled manpower to large, medium and small-
scale enterprises and industries, both in terms of wage employment and entrepreneurial careers. In
this context, imparting technical training, along with entrepreneurship education, to aged people is
of paramount importance for sustainable development through the establishment of small and
medium enterprises.

Small and medium enterprises offer a blend of employment and income-generation potential, which,
coupled with the labour-intensive nature of the technologies used and the low cost, presents a very
desirable direction in industrial growth. Entrepreneurship is a significant factor in the development
of this sector, as is the infrastructural set-up needed to facilitate entreprencurial ventures. Because
of their unique economic and organisational characteristics, small and medium enterprises play
important economic, social and political roles in employment creation, resource utilisation and
income generation, and in helping to promote change in a gradual and peaceful manner.

‘How small is small’ is the question which generally baffles people. Indeed, small-scale enterprises
comprise a wide variety of undertakings. They can be categorised in diverse ways, depending on a
country’s pattern and stage of development, policy aims and administrative set-up. One study found
at least 50 different definitions used in 75 countries. Definitions may relate to the capital invested
(with maxima ranging from about $25 000 to $2 million) or employment (maxima from 15 to 500)
ot both, or to other criteria.

By offering various facilities and incentives, many countries with a view to promoting the
establishment of such enterprises have set up organisations which are working at national, state/
provincial and state levels. There are many schemes under which the potential entrepreneurs can
get loans and can set up their own enterprises. In some countries there are special schemes for
technical people in which they are given assistance through more attractive lending terms. For
example, in Australia there is the New Enterprise Incentive Scheme which aims to help eligible
unemployed start their own businesses. It is extremely successful, helping to generate around 7000
new (Australian) businesses each year (New Enterprise Incentive Scheme 2006). Similar schemes
are offered by entrepreneurial support organisations in many countries.
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Older entrepreneurs, like other entrepreneurs, face many challenges in their entrepreneurial careers.
However, some of these challenges are unique. These can be enumerated as below.

» It has been conclusively proved that in any business the initial 1000 days (roughly three yeats)
are very crucial. If the entrepreneur can survive this period, then the chances of success in the
business increase substantially. Of course, this also applies to older entrepreneurs. But since
these people initiate their businesses later in their life, waiting for almost three years to ensure
the sustainability of their enterprises is a little hard. In addition, the rigours of the starting years
may also be a deterrent for many older people entering the entrepreneurial world.

» Raising money is often identified as the number one problem for those starting up in business,
and some suggest that this problem might be exacerbated for older entrepreneurs. The health of
the borrower is one of the factors banks consider, and a bank might not make a large loan to an
older person if it had a repayment term of ten years or more (Wadley 2001). Other
commentators claim that seniors are in a better financial position than younger entrepreneurs to
start up, and that their greater financial cushion—often due to retirement packages and owning
their own home—may actually encourage them to try working for themselves. The Business
Banking division of the United Kingdom firm Barclays found that older entrepreneurs ‘use
more of their own resources to fund their start up[s]” (Barclays Bank 2001) and, conversely, have
more savings to fall back on, should their ventures not take off. But sometimes it has been seen
that these people hesitate to put their hard-earned money, which they consider as their insurance
for a carefree life, at risk.

» On the positive side research indicates that this group is widely respected. Batclays found that
both 50+ individuals and those under age 50 consider older entrepreneurs to be ‘wiser and more
practical” (Barclays Bank 2001). This view bodes well for success as an older entreprencur, as
experience and wisdom are highly valued assets in the business world. Moreover, older
entrepreneurs are more likely to call upon an invaluable network of contacts, credibility, and
investment acumen (Goldberg 2000) in dealings with clients and partners, as well as in the eatly
start-up stages.

However, despite these challenges, the trend towards rising numbers of older entrepreneurs is
unlikely to reverse, as people are increasingly living longer and needing to support themselves. The
research on 50+ entrepreneurs indicates that entreprencurship has many innate factors that make it
more attractive, more beneficial and more suited to older people than conventional employment or
complete retirement. The TVET sector has to play a more important role by equipping these people
with the right kind of technical training and entrepreneurial awareness for becoming successful.

Models for promoting technical entrepreneurship amongst

the aged

Given below are different models which can be implemented by TVET institutions for promoting
entrepreneurship amongst older people.

Technology-based entrepreneurship development programs

A ‘technology-based entrepreneurship development program’ will focus on training and developing
potential entreprencurs in a specific technology area (for example, electronics and communication,
instrumentation, computer hardware, leather, plastic, food processing, biomedical equipment, glass
and ceramics, jute products, biotechnology, sustainable building materials etc.). The participants are
provided with hands-on training in technologies. These technologies could also be those developed
by the country’s research and development institutions and are available for commercial exploitation.

In each technology-based entrepreneurship development program 20-25 people, preferably having
a degree/diploma in science and technology will be trained through a structured training program
of about eight weeks full-time duration. However, this time span is flexible and can be adjusted,
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depending upon participants’ time availability. In the case of a part-time technology-based
entrepreneurship development program the duration is likely to be increased to 14—16 weeks.
Similatly, participants should be provided with additional training in technical areas until such time
as they are proficient in the technology they are going to adopt in their enterprises. TVET institutes
are in the best position to provide this technology training. The technology-based entrepreneurship
development program will provide classroom training on all aspects of enterprise set-up and its
management, including industrial legislation, taxation procedures and other formalities, as well as
motivational aspects, including interpersonal, communication, leadership and other such skills
required by an entrepreneur. A strong component of the training will be the actual hands-on
training conducted by technology providers in the specific technology areas.

The following are features of a technology-based entrepreneurship development program.

» 'The entrepreneurs ate exposed to technical knowledge about the products and technologies and
are assisted to develop their skills in the laboratory and workshops of TVET institutes. If
necessary, participants can also be sent for higher-level technical training in relevant institutes or
industries, ot both.

» Research and development labs with commercially viable technologies can attract potential
entrepreneurs as ‘takers’. There could be a tie-up between TVET institutes and the research and
development labs for this purpose.

» 'TVET institutes devote concerted effort in specific disciplines of product technology and thus
can have better control over the course of the program and its success.

» During training the participants will also get to know the intricacies of how to start and manage
an enterprise. At the end they are assisted in preparing a report that can be used to seek venture
capital or establishment funds.

As a result of this training the potential entrepreneurs are expected to establish larger projects
which could be in manufacturing or servicing areas. The entrepreneurs can also set up trading
ventures in their chosen area.

Skill development training through science and technology

Changes taking place in the economies of Asia and the Pacific by virtue of an accelerated rate of
industrial growth imply a larger demand for vocational skills. In addition, the rapid migration of
rural populations to urban areas has also created a demand for trained people to meet the needs of
urban services. Further, a variety of new services have emerged, such as in the areas of financial,
health, media, advertisement, urban utilities, entertainment, and telecommunications. There has
been a shatp growth in the introduction of new products/setvices in many industties, for both
internal use and for exports, requiring special skills. ‘Skill development training through science and
technology’ aims to develop skills through training for which special curricula and models for
offbeat and innovative skill areas have been developed.

This can be done by utilising the expertise developed in TVET institutions for upgrading the skills of
older people. With the development of new and better technologies, it becomes essential to upgrade
the skills of those sections of the workforce using enhanced versions of equipment and tools.

More specifically, the objectives of skill development training through science and technology
programs would be:

» developing/upgrading skills of older people through the application of science and technology
» harnessing the resources of TVET institutes of the country for skill development training

» enhancing the quality of services/products, thereby enhancing income-generation among
aged people.
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Each skill development training through science and technology program will vary, depending upon
the type of trade. However, an attempt should be made to keep the duration less than six months
and preferably between two and three months.

Trades would be selected by TVET institutes, depending upon the entrepreneurial opportunities
available at the location of training. However, trades with distinct science and technology inputs
should be given preference. The idea is to take up trades that are location-specific, needs-based and
have high potential for self-employment.

To accomplish these objectives, the various tasks to be undertaken by implementing TVET
institutions should include the following:

» sutrvey of opportunities in specific trades for skill development training

> identification of trainers, experts and master craftsmen, in addition to the human resoutces
available in TVET institutions, and providing them with suitable orientation training

preparation of lecture and training material
selection of trainees through appropriate aptitude tests for specific trades
actual conduct of training

requited tool-kits/matetials to be provided to trainees

YV V V V V

post-training follow-up.

It has generally been observed that lack of information, whether in relation to technology, raw
materials or the market, is a stumbling block to the success of budding entrepreneurs. This is
especially true in the case of Asian and Pacific countries. While the bigger players in the field
employ market research agencies, the small entrepreneurs don’t have resources enough to take
advantage of these services. There is also a need to equip these small entrepreneurs with
information that will assist them to remain competitive.

Knowledge-based technical entrepreneurship through a science and
technology entrepreneurs’ park

TVET institutions can assist the generation of older entrepreneurs with the help of local industries
by establishing a ‘science and technology entrepreneurs’ park’. A science park is defined as an
industrial complex close to a place of higher learning that provides a high-quality environment and
accommodation to the tenant companies on a rental basis. A technology park is usually a
development to accommodate companies engaged in commercial applications of high technology
with very little or no institute linkage. Worldwide, and including some of the Asian countries,
initiatives such as science parks and related structures have proved to be quite successful. Science
and technology entrepreneurs’ parks will be useful to the older entrepreneurs, in that the rigours of
the initial start-up of a business are likely to be less since, in the initial years of their business, they
are able to use the space available in the science and technology park for starting their business.
After becoming successful, they can move out to bigger and better locations. In a nutshell, these
parks signify a systems approach to creativity, innovation and entrepreneurship.

Science and technology entrepreneurs’ parks can therefore be established in and around TVET
institutions. Successful examples of science parks and related mechanisms have shown that there is
no single model to be replicated; they have to be modified to suit local conditions. Science and
technology entrepreneurs’ parks need to work in close liaison with the TVET institution to ensure
maximum advantage of the facilities and expertise available there. Only those facilities which are
not available in the institute are created in the science and technology entrepreneurs’ park. It would
be a good idea to encourage participation of older potential entrepreneurs in these facilities and to
actively reserve places for them.
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Services and facilities offered and functions to be performed are depicted in figures 1 and 2,

respectively.

Figure 1
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Technology information service

With the wide uptake of the internet the information delivery scenario has undergone a dramatic
change. Information on any topic in any form (text/audio/video) is available freely on the net.
Whether it is the source of a raw material or a query from a prospective client abroad wanting to
know about the product and services, the internet offers a perfect delivery medium for an
entrepreneur. In fact, with the introduction of e-commerce and e-cash, the methodology of
conducting business is undergoing change globally.

Therefore, one such service which will provide a knowledge base for budding older techno-
preneurs and will help them to retrieve information and offer guidance and assistance in setting up
their units from a single source can be established on the internet by the centralised agencies
controlling the TVET institutions of a country. Since the internet-based database and website
services are time- and distance-independent, potential entrepreneurs would find such a service
extremely convenient to use.

In India such a service is being provided by the National Science and Technology Entrepreneurship
Development Board under the name, Technology Innovation Management Entreprenceurship and
Information Services, but this service is intended for entrepreneurs of all ages. There is a need to
provide such a service exclusively for the aged, as they often have particular requirements and
problems.

Such a service will ensure information on financial, managerial and technology inputs is within easy
reach of these older entrepreneurs and will keep them updated about the ever-changing business
scenario. Not only will the entrepreneurs be given the capacity to survive, but they will also remain
competitive in the face of stiff competition from bigger corporate multinational companies.

Some of the key activities of this service could be:

> to assist aged entrepreneurs in locating available technologies from vatious laboratories and
companies

» to keep these entrepreneurs informed about salient technology in different sectors

» to assist research and development institutions in both public and private sectors to publicise
adequate information about the technologies available, with status and cost details

» to make information about the policy and legal framework applicable to small and medium
enterprises available

» to provide information on appraisal methodologies adopted by vatious financial institutions.

Social entrepreneurship

We can even consider diverting the older entrepreneurs towards ‘social entrepreneurship’. Some of
these people have a tendency to move away from a focus on themselves and instead concentrate on
giving back to the community. They want to feel as if they are making a difference. They may feel
guilty, having spent a lifetime focusing on their own goals, and now want to focus on others.

Social entrepreneurship can range from starting a non-profit business to simply supporting social
causes in the context of a for-profit business. Either way, we have to help support their desire to
give back. A technology-based enterprise can help them employ a number of people, which will
give them the satisfaction of doing something for society apart from contributing to its
socioeconomic development.

Cyberpreneurship (entrepreneurship on the internet)

One recent form of technical entrepreneurship uses the improvements in computer technology,
especially the internet, to conduct business, promote business or perform the process called
entrepreneurship. This whole field has become known as cyberpreneurship and varies from an
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organisation which merely promotes itself by using an electronic brochure called a home page on
the internet, to companies and organisations which sell their products and services through the use
of electronic mail on the internet. The ongoing globalisation movement is helping to diminish trade
barriers and to bring world economies closer to one another. Advances in information technology,
communications, and multimedia are slowly converting the world into a global village.

Seventy-five per cent of adults in the United States who go online said that the internet had made it
easier to start a small business. Ninety-two per cent said it was important for a new small business
to have an internet presence. “The vast majority of people, regardless of age, have entreprencurial
aspirations, and they recognise the power of the Internet in making it easier for them to act on
those aspirations and launch small businesses,” said Rich Riley, vice president of small business
services at Yahoo, in a statement.

Cyberpreneurship is also easy to conduct and will therefore suit older people who will not have to
face the difficulties of running around and can safely operate from the confines of their homes or
workplaces. They can set up new businesses or even go for franchising. Sara Wilson in August 2004
issue of Entreprenenr magazine says that ‘Americans are hitting 50 and finding they’re anything but
over the hill. These entrepreneurs prove it’s never too late to buy a franchise.’

Many British people over 50 have already set up successful businesses. Research has shown that
rates for business start-ups with owner—managers over 55 are far higher than the national average—
70% and 19%, respectively. Embracing technology, above all as a medium of communication with
the widest possible customer base, goes hand in hand with this success.

Policy formulations for promoting technical
entrepreneurship amongst the aged

Previous policies were designed with a youthful society in mind. However, from now on policies
for older people, for younger people and for those in between must be designed with an ageing
society in mind, a society where soon every third individual will be over the age of 60. International,
national and local communities must begin now to adjust and design their infrastructures, policies,
plans and resources.

Policy interventions that include social and human as well as economic investments can prevent
these older people from becoming unnecessarily dependent. If judicious investments are made in
advance, ageing can be changed from a drain on resources to a build-up of social, economic and
environmental capital. Today’s older people are those who have dedicated their lives to the
development of their societies and countries. Theirs was a generation of great sacrifice to causes far
beyond their own personal welfare. We owe them effective policies that will assist them to lead
independent lives, to find fulfillment and to continue active participation in society, and to maintain
their human dignity. For those who need help, for economic, health and other reasons, adequate
protection should be provided.

There is a need, in promoting technical entrepreneurship, to encourage TVET institutes to provide
the necessary entreprencurship education and training to enable the ‘silver’ people of our societies
to be productive. Creating financial schemes to provide credit at lesser rate of interest and without
any procedural delays, as well as helping them in the marketing of their products, is important.
Guidance and counselling services should also be provided to them when they choose
entrepreneurship as their second career after retirement from their previous jobs.

Group training followed by group entrepreneurship for older people who wish to become
entrepreneurs should also be promoted. This is particularly beneficial for those who are reluctant to
venture alone. There are many success stories of group (or cooperative) entreprencurship, such as
the Self Employed Women’s Association (SEWA) in Gujarat state of India. The entreprencurial
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training organisations should begin offering group training programs for aged people. They will be
all the more beneficial if such programs are supplemented by credit delivery mechanisms from the
commercial banks and other financial corporations.

Special policies need to be framed to ensure that the ageing population of women is offered the
opportunity to be productive, as they are more likely to live longer than their male counterparts.

Speaking at the meeting on the ‘Issues of Aging’ organised by the Geriatric Care Foundation, Chief
of the United Nations Aging Program Dr Nizamuddin said that the United Nations had given a
slogan—Iet us build a society for all ages—to protect old people from discrimination, and now was
the right time to make policies to solve the issues being faced by the elderly.

Conclusion

Global population ageing is a by-product of the demographic transition in which both mortality
and fertility decline from higher to lower levels. An increase in the old-age dependency ratio
indicates a situation in which an increasing number of potential beneficiaries of health and pension
funds are supported by a relatively smaller number of potential contributors (those in the
economically active age). This trend tends to impose heavier demands on the working-age
population (in the form of higher taxes and other contributions) in order to maintain a stable flow
of benefits to the older groups.

The world is changing as it ages, and just as aged people have been agents of that change, they must
also be its beneficiaries. Ageing is not an issue separate from social integration, gender
advancement, economic stability or issues of poverty. It has developed a connection with many
global agendas and will increasingly play a prominent role in the way society interacts with
economic and social welfare institutions, family and community life. We are all constituents of an
ageing society, rural and city dwellers, public and private sector identities, families and individuals,
old and young alike. It is crucial that societies adjust to this human paradigm.

Recognition of the uniqueness that unfolds throughout life is core to igniting society’s embrace of
the contributions of its older citizens. The ‘package’ of knowledge, wisdom and experience that so
often comes with age is part of an inner awareness that cannot be traded, sold or stolen. It should,
however, be activated, amplified and utilised in all the crossroads, fields and storefronts of society,
and in the windows of our creative imaginations. There is a need to divert these knowledgeable,
wise and experienced people towards entrepreneurship.

OId age is a period of life that has its own specifics, but it doesn’t have any less importance
and meaning as any other period of life. For experiencing old age it is important that the
person accepts his/her own age, maintains or forms a good interpetrsonal relationship and

that she is personally connected with people from young and middle generations.

If all three generations are closely related, the youth is safely—beautiful, the middle age years

are silently

fruitful, and serene old age—rich.
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Discussant’s comments

Alan Montague
Royal Melbourne Institute of Technology University
Australia

Introduction

Ageing is a significant issue in developed, developing countries and those considered to be in
transition. Ageing is an area of interest in two roles at the university I work for in Melbourne, which
is both a technical college and university. I am extensively involved in managing apprenticeship and
traineeship training, which covers traditional areas of technical training in electro-technology,
plumbing, printing and graphic design, furniture making, and air conditioning and refrigeration, to
name a few of the areas. Traineeships resemble an apprenticeship in Australia but reside in other
work areas, such as health and aged care, retail, office environments, information technology and
many other areas. I am also involved in developing programs that suit older workers and have been
engaged in a program specifically assisting older workers in transition or trying to link to the labour
market. Added to this, I am a part-time lecturer in postgraduate programs that include social policy
and the contexts of adult learning.

I have met and spoken with large numbers of older workers about vocational and education
options and concluded that, in Australian society, knowledge of vocational education options are
not well signposted nor well understood by older people (nor younger, even though this is not the
focus of this brief synopsis).

As my academic interest intersects with skill shortages, particularly in technical fields, and the added
problems associated with an ageing Australian society, not to mention the world at large, it is a
privilege to review an interesting paper of this calibre.

Synopsis of the paper

This paper is well structured, clear and succinct. The introduction concisely demonstrates the
increasing complexities many countries face due to ageing. It would indeed be unfair to refer to
ageing as a problem. Problems associated with ageing can often be a result of those who indeed are
ageist in outlook, whereas this study takes a realistic and positive view of the possibilities with
regard to ‘technical entrepreneurship development for the aged’.

Opverall, the statistics cited in the paper provide a compelling view of the ramifications that
developing countries face, and the paper successfully draws on the experiences confronted by
developed countries to place the issues it raises in broadened contexts.
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Cultural issues always need to be considered when evaluating possibilities within developing
countries. The Reserve Bank of Australia (2000) states that in Australia there are over one million
small businesses (those employing fewer than 20 staff [ABS 20006]), which account for 95% of

all businesses and a healthy 30% of productivity achieved within the private industry sector.

Fifty per cent consist of a single owner or owners, where a partnership is operative, with no
employees (Reserve Bank of Australia 2000). Across all Australian small businesses the average
number of employees is a mere three people.

The paper promotes the concept of ageing entrepreneurs and, using the Australian situation as a
basis of comparison, is intended to illustrate how dependent a developed country is on small
businesses, but particularly the huge numbers of owners who, it could be argued, are
entrepreneurial in outlook. The statistics in Australia may surprise many readers. However, the
point here is that the fourteenth largest economy in the world depends largely on entreprenecurs.
Within small business in developing countries, the notion that there are wide benefits for older
people in developing their own businesses supported by education has merit. However, it must
always be stated that, while developing countries can learn from developed countries, the reverse
situation applies. Many lessons need to be learnt by developed countries as well.

Entrepreneurship programs in areas such as science and technology developmental programs and
knowledge-based technical entrepreneurship programs incubated by a close association with a
science and technology entreprencurs’ park have considerable merit. Social entrepreneurship and
‘cyberpreneurship’ (the internet) are added areas of possible growth covered in the study, targeting
ageing members of the communities living in developing counttries.

Two areas that may be useful contributions include the Australian New Enterprise Incentive
Scheme (NEIS), which aims to help eligible unemployed start their own businesses. The following
quote is taken from the New Enterprise Incentive Scheme website: ‘It [NEIS] is extremely
successful, helping to generate around 7,000 new (Australian) businesses each year (2006)’.

The second area includes group training which is ‘an employment and training arrangement
whereby an organisation employs apprentices and trainees under an Apprenticeship/Traineeship
Training Contract and places them with host employers. The organisation undertakes the
employer responsibilities for the quality and continuity of the apprentices’ and trainees’
employment and training. The organisation also manages the additional care and support necessary
to achieve the successful completion of the Training Contract’ (Department of Education, Science
and Training 2000).

In both developed and developing countries there seems to be both a lack of technically qualified
people and a reluctance by many young people to undertake such occupations, as though it is a
retrograde step and university education is paramount. The bulk of skill shortages resides in
technical areas worldwide (OECD 20006) and the concept of group training to employ and hire out
people of all ages for training in technical areas may be useful to entrepreneurs starting and building
a small business, which may then exceed 20 employees, thus becoming a medium business. Group
training has the potential to assist older people to undergo additional training, or to assist them as
entrepreneurs in the development of their organisation.

The authors carefully and appropriately connect and align entrepreneurial activities alongside
education, particularly technical and vocational education and training (TVET) organisations.
However, my reading of this paper sees education more as a partner as needed and not a
dominating institution, rather the coach where needed—as education should be, as a linking
mechanism to vocational lives at one key level. Illiteracy is briefly touched on in the article and
needs some added consideration, given the greater problem in this area in developing counttries.
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Concluding comments

It is very easy to follow the arguments of this interesting paper. This is partly due to the way the
arguments are structured and the engaging introduction and overall formation of the paper.

The ideas in the brief paper are well articulated and have the potential to be a polemic that adds to
the literature in this complex area.

The data are carefully arranged to support the case for developing older entreprencurs and provide
a basis for this research to be expanded and policies to be developed, following added research to
identify the dimension of the problems societies face with ageing populations—unless well-planned
policies are developed by governments. The Australian statistics were used to establish how a
strong economy depends on small businesses and the ingenuity of the owners underpinning the
financial infrastructure. A strengthening economy in developing countries must expand
entrepreneurship for older people, particulatly to enhance the scaffolding needed in economic and
social terms.

My intention as a discussant has been to commend and in a minor way both compliment and
complement the authors, given that I view this paper as extremely important for developing
countries.
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The ageing TVET workforce in

Australia: Issues and challenges

Hugh Guthrie

Phil Loveder
National Centre for Vocational Education Research (NCVER)
Australia

Introduction

The ageing population of many countries and its impact on global economic performance has been
the subject of significant debate across the world. Many developed nations in particular have ageing
populations brought about by declining fertility rates and an increasing life span. An implication of
this has been a forecast reduction in the future supply of labour and possible diminished economic
performance. The extent of ‘the problem’ varies widely between industries and countries; however,
it appears to be particularly apparent in the education and training sector which, in turn, is a key
resource in helping to supply appropriately trained and skilled labour.

This paper will explore some of the issues and challenges relating to an ageing technical and
vocational education and training (TVET) professional workforce and will detail some of the ways
whereby Australia is responding (or not responding) in terms of changing conceptions of the nature
of their work, workforce development and professional development strategies and solutions.

The ‘demographic challenge” Ageing TVET workforces

Hugo (2005) cited the ‘academic sector’ as having one of the oldest workforces in contemporary
society. In both higher education (universities) and TVET institutions, there are a great many
academics and teachers who commenced their professional careers back in the 1970s and 1980s
during the dramatic growth phases of these sectors, and who are now approaching retirement. A
similar trend is apparent in New Zealand (Guerin 2006) and in Europe (de Rooij 2005).

McGrath (2004) also identifies the ageing profile of many technical education systems worldwide
as one of the largest challenges for skills development in the future. Technical education systems
in Burope, the Americas, parts of East Asia and Australasia are, due to retirement, increasingly
characterised by ageing workforces and high natural attrition of senior and experienced
practitioners and managers. This is true across the range of their activities, including for
professional practitioners—teachers. However, it may be particulatly serious in the area of skills
development. There may also be a gender bias in the ageing phenomenon, given the male
domination of many areas of traditional TVET activity.

According to McGrath, agencies faced with such an age profile need to try to ‘capture’ as much of
the knowledge of these departing staff as possible. Those that intend to retain a focus on skills
development need to engage in far more active recruitment policies. Better retention of those in
mid-career is also an issue.
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As with other countries, little is understood about the dynamics of the Australian TVET workforce
and the factors that contribute to the movement into, out of, and within, the sector by members of
the TVET workforce.

Dickie et al. (2004) reported that TVET is experiencing the same workforce trends as other
industries and faces many of the same challenges. For example, TVET is experiencing problems
with matching employees to required skills and in recruiting suitable new talent in light of greater
levels of retirement. In an era when the demand for professional and technical skills is at an
historical high, and where there are critical skill shortages in some key industrial sectors, TVET
employers need to compete now to attract a skilled workforce. Unfortunately, the wage levels they
are able to offer in some areas are well below those available externally. Similatly, in an era when
new entrants to the labour market don’t expect to stay in the same job or career for life, retaining
good staff becomes critical.

The ageing TVET workforce in Australia

The characteristics of the TVET workforce in Australia are generally poorly understood. This is
due to weaknesses in the available data, there being no single ‘accepted’ measure of employment
levels and no consistent definition of key workforce concepts, such as that of teacher, practitioner
and so on. Furthermore, there is no national TVET workforce data collection in Australia.
Although most states and territories do collect some data on the workforce characteristics of those
employed in the public TVET systems, this isn’t aggregated to build a national picture. There is no
plan to do this in the medium future. In addition, there is very little information about the
characteristics of staff employed in Australia’s private and enterprise-based providers, although
recent research by Harris, Simons and McCarthy (2000) investigated the nature of private TVET
providers using an extensive survey. This research showed that private providers are generally small;
however, it did not shed any light on the age profile and other staff characteristics in this key
workforce component of the Australian TVET sector.

In 2004, the National Centre for Vocational Education Research (NCVER) (Cully et al. 2004)
undertook an analysis, profiling the national TVET workforce to collect nationally consistent
baseline data for the first time. Using a variety of data sources, including Australian Bureau of
Statistics (ABS) labour force statistics, and accessing a limited spread of state and territory
demographic and workforce data, a profile of the public VET system was developed. This study
showed that there were large differences between the data sources in the estimates of staff numbers.

In Australia, the TVET workforce and, in particular, the public technical and further education
(TAFE) system is clearly ageing. While national data suggest that TVET professionals in general are
no older than the workforce at large, with 34% aged 45 years or older, TVET practitioners in the
TAFE sector are—on average—much older. In 2002, 61% of TAFE practitioners were over 45
years of age and a further 16% were aged over 55 years. A similar picture emerges for management
and executive staff too, with one Victorian study finding that over 60% of all executive staff in
TAFE were likely to retire over the next decade (Office of Public Employment 2002).

Figure 1 shows the age profiles of TAFE teachers by state and territory as a percentage. It shows
that there are very few teachers under the age of 40 in all states and territories (Victoria not
included in the analysis) and that, although there are some regional variations (for example,
Tasmania and Western Australia have a comparatively older workforce), the picture of an older
workforce profile is more or less consistent across the country.

This finding is consistent with other studies conducted in Australia, including a Victorian study of the
TAFE teacher workforce which found 63% of practitioners were aged between 41 and 60 years and
4% over the age of 61 years (Office of Public Employment 2002). The NCVER study also found, not
surprisingly, that the permanent workforce is, on average, older than the sessional, casual or contract
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and temporary workforce. The age data in this report also found that the non-teaching workforce is
younger than the teaching workforce, but still older than the Australian labour market as a whole
(Cully et al. 2004).

The age data have not been broken down by gender. Nevertheless, in those states where length of
service data in the TAFE sector were available, males in the permanent teaching workforce have
served longer than females, with significant numbers—between 24.1 and 43.7%—having served

20 years or more. In contrast, female permanent staff with 20 or more years service made up between
8.4 and 19.9% of the female workforce. Intuitively therefore (and because the numbers of male and
female staff are about equal), ageing may be more of an issue for male TVET staff than for females,
although the validity of this conclusion will be affected by work patterns of female staff; for example,
time out of the workforce for childbirth and rearing. More analytical work is needed.

On top of the issues relating to ageing, the TVET workforce in Australia has generally been downsized
and management structures have been flattened, with the core of full-time permanent staff reduced.
New models of employment have emerged in response to budget constraints and business needs,
including the greater use of contractors and casual staff. Contractors and casual workers are potential
sources of staff for the permanent positions that become available, but this also points to a need to
develop strategies for the development of career paths and for professional development for casual
staff (Rumsey and Associates 2002). This need has been reinforced in more recent work, with casual
staff identified as a professional development priority (Guthrie, Perkins & Nguyen 20006).

Figure 1 Age profiles of TAFE teachers in 2002
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Challenges for TVET institutions of ageing workplaces

There are a range of important challenges for technical education institutions arising from the

trends and issues reported in this paper. A variety of studies (for example, Rumsey and Associates
2002; Chappell et al. 2003; Dickie et al. 2004; Harris, Simons & Clayton 2005; Mitchell et al. 2005)
have examined and summarised the key influences from outside and within the TVET sector in

Australia. They include:

» the ageing of the population and an increased emphasis on people staying longer within the

workforce

changes in the way people work

an increasing customer sophistication

YV V V V V

and general community need

the growth of the knowledge economy and rapidly changing technologies

a more diverse society, reflecting a greater mix of cultural values, beliefs and expectations

an increasing focus on industry needs and a range of skills shortages in areas of critical industry

> the raising of the school leaving age in a range of Australian states and tertitoties
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» anational focus on increasing the participation of Indigenous Australians in work and work-
related training

» moves to get those at present in receipt of welfare benefits, but capable of work, into work or
training for work

» an increased proportion of people with disabilities participating in mainstream community life

» a national recognition of the need to build economic and social capital through education and
training.

Forces within the sector itself also continue to influence the TVET landscape. Critical to the future
of TVET providers and their staff alike are:

» addressing the increasing complexity of the provider role
» meeting quality assurance requirements and other formal accountability measures

» adopting more flexible approaches to delivery, including a greater focus on learning in the
workplace and more team-based approaches to delivery

increasing the focus on the use of partnerships and networks
having the skills to meet the needs of an increasingly diverse TVET client base

maintaining the currency of their vocational skill base

>
>
>
> shifting the role of the TVET practitioner from industry expert to learning facilitator.

Several commentators report that there need to be greater opportunities for managers of TVET
institutions to access training that advises on how to manage diverse workforces and workforce
planning. In particular, institutions are increasingly concerned about their ability to adapt their staff
and professional development practices to an increasingly ageing training environment and to meet
emerging business needs.

McGrath (2004) believes that staff development is essential to addressing the problems relating to
the composition of the TVET workforce, especially with ageing profiles. He recommends that
institutions need to address the needs of new practitioners—especially for basic orientation—and
balance this with the needs of existing staff. It is sometimes forgotten that staff development needs
arise equally for experienced practitioners, as a result of the changing nature of work and new
technologies, as they do for novices. Guthrie, Perkins and Nguyen’s work for the Western
Australian Department of Education and Training highlighted the need to continue to develop the
skills of its existing workforce, particularly those in mid- or later career, in order to renew and
upgrade their skills in teaching, learning and assessment approaches. Maintaining the currency of
their industry knowledge was also considered crucial.

Providing adequate opportunities for staff development for more experienced staff has been
proved to be an important factor in retaining good staff in technical education institutions,
especially when they have been recruited from industry (Strebler, Neathy & Tackey 2005).
Nevertheless, the sector is also under pressure to recruit and retain key staff in areas of skill
shortage where there is a high demand for their skills—accompanied by high wages—in industry
(Guthrie, Perkins & Nguyen 2000).

Managers of technical education institutions need to be aware of the medium-term career pathways
of their staff to ensure that appropriate opportunities for staff development are provided. These
also need to be balanced with the medium- and longer-term strategies and visions for the operation
of the institution. A consortium of researchers is currently investigating a range of issues related to
supporting TVET providers to build their capability for the future. One of the key initiatives is
investigating, for the first time, the career paths of Australian TVET staff to examine how they
move into, out of, and within, the sector. The activities of this consortium can be monitored on its
website at <www.consortiumresearchprogram.net.au>.

NCVER 125



In an era of cost-cutting and scarce resources, insufficient attention is sometimes paid to ‘capturing’
the knowledge of those practitioners leaving the system. Those consulted in recent national
research by Clayton et al. (2005) saw the imminent departure of a large cohort of experienced
practitioners as both a loss and an opportunity for organisational renewal.

Clayton, Fisher and Hughes (2005) examined the issue of sustaining the skills base of TVET
providers in the face of its ageing workforce, particularly that in TAFE. They found that TAFE
managers recognised knowledge loss in many forms and acknowledged that this ultimately affects
organisational efficiency and achievement, whether the loss is of teaching experience, qualifications,
course development knowledge, TVET know-how, organisational knowledge, or industry
connections and good will. Several approaches to addressing this problem were identified,
including: recruitment; retention of key staff, coupled with a knowledge transfer process; staff
re-training; knowledge sharing; and mentoring.

Providing opportunities for experienced practitioners to continue to play a role in the life of the
institution is essential. Providing incentives and options for practitioners to ease out of the
workforce, for example, as ‘phased retirement’, are popular strategies for maintaining the
workforce, according to Leslie and Janson (2005). Unfortunately, however, some of the pension
and retirement schemes in use in the public TVET sector do not allow progressive disengagement
from full-time work such that the experience and skills of staff can be retained and passed on.

Australian strategies and responses

Many of the strategies employed to overcome the demographic challenges in the Australian TVET
workforce relate to workforce planning and offering greater (different) professional development
opportunities. Other aspects, such as recruitment and retention strategies, rewards and
understanding what motivates teachers and non-teachers to either enter or remain in TVET, are
less well developed.

McNickle and Cameron (2003) surveyed TAFE managers, asking them what changes in human
resource practices they have initiated in order to meet the learning needs of their clients more
effectively. Managers reported that much of the focus has been on professional development in line
with national initiatives in the area. When asked where change is currently most needed, managers
nominated job design, workload management and workforce planning as key issues. This indicates
that these issues, even if they are not getting active attention at provider level, are at least on the
collective radar of managers.

Dickie et al. (2004) list a number of strategies that are being or could be used to address the skills
shortage caused by an ageing TVET workforce in Australia. These include:

» matching workforce capability to employment trends and skills needs (at national, organisational
and work team level)

» shaping recruitment, retention and retraining strategies and initiatives to meet strategic and
organisational objectives

» understanding the motivation of cutrent and prospective staff for entering, staying and leaving
the TVET workforce

» matching initial training and professional development strategies and implementation to broad
strategic objectives (at national, state and provider level)

» matching job design and employment agreements to the curtent and future work performed
by TVET practitioners and professionals, while balancing the needs of employees and
employer organisations

» providing a balance of tangible and intangible rewards to attract and retain staff, drawing on the
identified motivations and aspirations of the current and prospective workforce
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» employing recruitment and development strategies to address succession planning and retention
issues, to ensure the presence of a new generation of leaders and managers in TVET providers

» incorporating strategies for managing and disseminating knowledge and information, including
‘soft knowledge’, within providers and across training, client and partner organisations

» building in evaluation measures that cleatly demonstrate the return on investment from workforce
development and management activity, including impact on client and staff satisfaction.

There is evidence that some TVET institutes are beginning to develop proper workforce plans rather
than simply relying on short-term measures, such as use of sessional staff to meet current or immediate
rather than future needs. The supporting documents for Clayton, Fisher and Hughes (2005), which

are published on NCVER’s website at <http://www.ncvet.edu.au/publications/1591.html>, provide
examples of approaches that are in use overseas and in other workforce sectors with similar issues of
workforce ageing.

At the macro-level, some states and territories at the training authority (departmental) level are now
matching training and professional development strategies to broader strategic objectives.
Queensland, for example, has a professional development strategy that clearly identifies priority
needs and requires initiatives to respond to system-wide priorities. New South Wales has adopted a
professional development framework that keeps pace with the careers of their practitioners as they
progress from novice to expert teachers (Dickie et al. 2004, p.120). Such frameworks are in place,
or in active development, in a range of other states and territories, including Western Australia and
South Australia.

Deborah Wilson Consulting Services (2003) suggests that, with significant changes to the current
and future TVET workforce in Australia, professional development is needed to address a larger
range of practitioners, including:

» part-time workplace trainers, assessors and mentors
sessional and casual staff in registered training organisations

entry-level and inexperienced full-time trainers

coordinators of TVET

>
>
» expetienced TVET professionals
>
» managers of TVET.

Gaps in the way Australia is responding to the challenges of an ageing workforce include a lack of
understanding of what motivates professionals to enter or stay in the sector. Most states and
territories do not track retention and attrition in their publicly funded system (other than Victoria,
currently), unlike various other professions such as nursing. More information is also needed about:
the private TVET sector and how people move into, within, and out of, and between it; work in
industry; and the public TVET system.

An implication of the ageing workforce and the need to replace retiring practitioners might be the
need to consider adopting succession planning strategies. As noted earlier, these strategies could
include recruiting casual staff to permanent positions. However, since casual staff often do not have
the same educational knowledge as permanent staff, putting in place appropriate professional
development strategies and career pathways is essential (Clayton, Fisher & Hughes 2005; Rumsey
and Associates 2002; Malley et al. 2000).

In order to retain and cater for older teachers occupying permanent positions in areas of declining
demand, improved workforce planning is needed to ensure they have the right balance of current
skills and knowledge to move into new or higher-demand areas (Malley et al. 2000).
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Conclusions

It is clear that it is timely to acknowledge the importance of the TVET ‘industry’ in Australia as a
significant employer in its own right, as well as the contribution it makes both to supporting the
training needs of other industries and Australia’s export earnings through off- and on-shore
education. Better information about its workforce dynamics is therefore critical.

A search of the international literature and contact by the authors with a range of agencies in New
Zealand, Europe, the United States and Canada suggests that, while there is general
acknowledgement of the importance of good TVET workforce data, there is, apparently, a lack of
readily available, comprehensive and valid statistical information to help inform policy and practice.
This is ironic, given the preoccupation the TVET sector can have with workforce data in helping to
meet the needs of other ‘industries’. This is particularly so, given that the public TVET workforce
is, on the whole, substantially older than those it supports in industry more broadly.

Ageing of the TVET workforce is an issue in Australia—and anecdotally seems to be so
internationally as well. Both in Australia and internationally there is a paucity of research
information and data at the national, jurisdictional and provider levels. Because of this, it is hard for
the sector as a whole to develop staffing, recruitment and retention policies. It is also hard for
individual providers and the discipline areas within them to determine how they are ‘travelling’ in
relation to a range of key workforce issues—including ageing—with other similar organisations and
teaching units with whom they might benchmark. While workforce data are poor for public sector
providers in Australia, such data are non-existent in any consolidated form for the private TVET
sector. This issue needs to be addressed.

Better data would help us to understand more about the dynamics and local variation in workforce
make-up in order to identify the teaching areas where ageing is a real issue requiring effective
management and succession planning. In some providers older and more traditional vocational
areas may have large numbers of older, permanent staff—perhaps male-dominated. The staffing
profile, including their retirement, needs to be effectively managed in order to maintain quality and
continuity of service to clients. At the other extreme some teaching areas have high proportions of
casual staff supported by a small core of permanent staff. This makes them vulnerable when
permanent staff move on or retire, unless effective steps are taken to ensure that knowledge is able
to be developed and transferred to those remaining. As McNickle and Cameron (2003) have
pointed out, more attention is needed to the issues of job design, workload management and
workforce planning.

Apart from local knowledge that is not more widely captured and shared, we also know little

about workforce dynamics and turnover. Little is captured beyond the local level in relation to why
people leave. As we noted above, we need to understand more about what motivates people to enter
the sector, what is important to them in career development terms and what causes them to leave
their present TVET employer or the sector altogether. We need more information about the career
dynamics of those in the TVET sector and what encourages or discourages people from entering it.
Likewise, we have little or no information on the fill rates for vacant positions, nor the time and
effort required to find suitable staff when others leave. We know relatively little, except perhaps
anecdotally, about the discipline areas in which it is difficult to recruit new staff when required.

All of the change factors and issues for the TVET sector and its training organisations outlined in
this paper—and many more—impact on the ways the sector and its staff have to work now and in
the future. These also challenge the existing experience base and abilities of TVET staff and help to
identify the skill sets the TVET workforce will need to sustain its future. For some TVET staff
these changes and development opportunities are willingly embraced. Others find it hard to change
as they are set in their ways and comfortable with the status quo. In the end, what is really
important is for TVET staff to work in a culture which encourages critical examination of how
things are done, or what could be done better. This culture is not necessarily age-dependent. It
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depends on how new staff are welcomed and encouraged to contribute new ideas. It depends on
how willing those who are already there (and may have been for some considerable time) are open
to change.

The leaders and middle managers in training organisations have an important role in getting the
cultures and structures right in providing an atmosphere which promotes a learning culture—a
sharing of ideas, knowledge and experience—and a culture of excellence and continuous
improvement. This needs to be supported by appropriate professional development—perhaps by
older staff working with younger staff with more recent workplace experience—to assist the ‘old
hands’ to gain new skills needed to meet emerging client and business needs. For their part, older
staff can help to transfer knowledge, TVET sector ‘savvy’ and experience to younger staff through
a range of processes, such as mentoring. The knowledge transfer system is therefore by no means a
one-way street. More flexible arrangements are needed to keep key older staff available. This may
include processes which allow progressive disengagement from full-time permanent work without
loss of superannuation and other entitlements.

The TVET sector as a whole also needs to be seen as a better employment choice. It needs to be
seen, o build its reputation, as a worthy and highly regarded vocation (see de Rooij 2005). In
addition, individual training organisations need to work as hard as they can to become an ‘employer
of choice’. They are competing against other potential TVET employers as well as industry-based
employers who can often offer better salaries. The TVET sector therefore needs to be better aware
of where its competitive advantages as an employer lie and should seck to enhance these with more
flexible employment conditions, including salary packaging and job design, for example, and
multiple employment options in industry and in a teaching role. Such approaches are used in the
professions in universities, for example, with legal and medical academic teaching staff.

From anecdotal experience the authors are aware that new staff come to this sector for a range of
reasons, including lifestyle, to give back, or because they admired a teacher when they were trained.
Effective induction process are needed to support these new entrants, and older staff need to play
their part, as many do, to support and nurture new entrants. Guthrie, Perkins and Nguyen (2006)
noted, however, the role that organisational or systemic cultures, including excessive bureaucracy
and administrivia, can play in job satisfaction and, therefore, potentially, in the loss of key and
promising new staff.

Opverall, the TVET sector’s strategic human resource practices need to focus more upon developing
and supporting the achievement of business goals to improve organisational effectiveness (see Noe
et al. 2000). Central to this is the development and promotion of an organisational culture that
attracts and retains people with recognised capabilities and the knowledge and skills that will drive
the future performance of an organisation (Callan 2005). If issues in this broader context are not
adequately addressed alongside the issues of retaining or capturing the key skills of TVET’s ageing
workforce and providing appropriate professional development, the chances are that the skills and
knowledge that practitioners need will not be properly developed and sustained. This, in turn, will
adversely affect the ability of the TVET sector to deliver adequate services at a time when the
training it provides is critically needed.
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Discussant’s comments

Rupert Maclean
UNESCO-UNEVOC International Centre
Germany

In many countries throughout the world, the TVET workforce is displaying an increasingly aged
profile by comparison with the workforce as a whole. This trend has important implications for the
countries concerned, since it is likely to result in an increasing gap between demand and supply
regarding TVET skills, and to exacerbate existing problems associated with workforce planning.

The paper by Guthrie and Loveder is a thoughtful and useful contribution to the field and
examines this potential problem area as it particularly relates to one country—~Australia. The
authors point out that, in 2001, over 61% of practitioners in the TVET workforce in Australia were
aged 45 years or over, compared with 37% for the Australian workforce as a whole. They also note
that this profile is especially true of the TAFE system, compared with the TVET sector as a whole.

After reviewing some key literature on the demographic challenge concerning ageing TVET
workforces, the authors provide detailed information on the age profiles of TAFE teachers in
various parts of Australia.

As the authors point out, the matter of an ageing TVET workforce in Australia—and the
implications of this for labour force supply and demand—is a matter which is currently under-
researched, with more analytical work required. A matter of key interest is the comparison between
male and female TVET staff, and the need to ascertain whether (as is speculated to be the case)
ageing may be more of an issue for male than female TVET staff. It would also be interesting to
explore the extent and ways in which an ageing TVET labour force may have some benefits
(despite the disadvantages and problems identified in this paper), in view of the high levels of
experience of such employees.

The matter of the economic and social implications of an ageing workforce is also an under-
researched area within TVET. This is despite the fact that it is a key workforce variable which is
likely to impact greatly on the economic development profiles of the countries concerned. The
research available on ageing workforces mainly tends to examine the impact of an ageing workforce
on pension schemes, with many countries currently extending the retirement age in the hope of
making existing superannuation schemes financially viable.

The paper is particularly helpful and detailed when examining the challenges for TVET institutions
regarding ageing workplaces. It provides a succinct yet comprehensive summary of key influences
which impact on an ageing TVET workforce, both within and outside the TVET sector in
Australia. Of special interest is their examination of the forces within the TVET sector itself which
continue to change the TVET landscape.
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It is clear from the case argued in this paper that TVET institutions are increasingly concerned
about their ability to train staff and adapt professional development practices to meet the
demands of an increasingly ageing training environment and to meet emerging business-sector
needs and expectations.

In a section on Australian strategies and responses to address the challenges of an ageing TVET
workforce, the authors pay special attention to the importance of workforce planning and the
desirability of offering a wide range of professional development opportunities to employees
and employers alike. The importance of TVET institutions adopting long-term planning—
rather than simply relying on short-term, often stop-gap measures—is also stressed. NCVER’s
website provides a wide range of helpful examples which refer to the situation both in Australia
and overseas.

This informative and useful paper could be further developed and strengthened by:

» providing a more detailed analysis concerning the specific implications, and potential/actual
problems of an ageing TVET workforce in Australia

» exploring in greater detail the matter of gender, regarding the topic under examination

» making some comparisons between the situation in Australia and other similar countries, in
order to identify similarities and differences, since this is likely to be of considerable interest
to an international audience.
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