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RESPONSE TO ISSUES PAPER 
The National Centre for Vocational Education Research (NCVER) is an independent body responsible for undertaking, collecting, managing, analysing, evaluating and communicating research and statistics about tertiary education and training. 
This submission provides information from recent NCVER published research relevant to the inquiry into manufacturing workforce.
Manufacturing industry and vocational education and training (VET)
Research from 2007 (NCVER, 2008) shows that the proportion of employers providing training was on the rise and the vast majority of employers provided some form of training, most of it informal and on the job. Fifty-nine per cent of manufacturing employers engaged with the VET system, compared with 54.0% for all industries. Manufacturing employers spent 1.1% of gross wages and salaries on training. The industry spent about the same amount on training per employee as the average of all Australian industries. About a quarter of manufacturing employees have a certificate III or IV qualification, compared with 17.0% for all employees.
Skills and skill shortages

The manufacturing industry generally has a lower proportion of workers with formally recognised skills. Skill shortages are a multifaceted and complex labour market phenomenon. While 13% of all manufacturing firms report skill shortages (one of the highest percentages in the economy), industries such as agriculture, construction, and personal and other services are the industries more likely to report complex skill shortages (Healy, Mavromaras, and Sloane, 2012). 
Data clearly demonstrates that skill shortages in the engineering and automotive trades are linked to the economic cycle (Oliver, 2011). There is some evidence of persistent skill shortages in the electrotechnology trades and the food trades, but it is neither consistent nor overwhelming. If recent increases in the number of electrical apprenticeship completions can be sustained, it may be possible to avoid skills shortages in the electrical trades in the future, at least to the same degree. 
Very high job churn creates the perception of persistent skill shortages in the food trades, many food tradespersons may swap employers but remain in their occupation. Workers in the food trades are among the least likely to have a VET level qualification. Among males, food trades workers are more likely than those in engineering and automotive and electrical trades to have no post-school qualification.
In general, organisations report the causes of shortages are diverse, however a lack of specialist knowledge is the dominant factor. The uncertainty in forecasting long-term demand, slow recruitment processes and high prevailing market wages are also involved. Most firms respond to simple skill shortages by better utilisation of their existing workers, such as increasing their hours. More extreme options such as reducing output are only activated when there are multiple causes.

Pathways

In terms of pathways, analysis has shown great diversity in labour market trajectories across a number of vocational streams. In trades and engineering, the research highlights many engineering and construction trades as very stable segments of the labour market. However, these same trade occupations, particularly metal fitters, welders and carpenters, were often points of transition for movements to and from labourer jobs, characterised often by a return to low-skill manual jobs (Yu et al., 2012).
Research also shows, what in many cases may have been expected, that often, for example, electricians don’t go on to become engineers, despite efforts to streamline institutional arrangements to support such pathways. There are entrenched social and labour market settings which affect those working in low- to semi-skilled jobs. These settings have produced a commonality in experience, characterised by high job turnover and little opportunity for the accumulation of skill and access to career pathways. 

Workforce development
Research on the meat-processing industry (Evesson et al., 2009) specifically reveals that the issue of maintaining labour supply is critical to the future of the industry, and is a significant challenge, given the vagaries of seasonal change and customer demand. In the meat processing industry, the main challenges in workforce development are production volatility (mostly caused by seasonal factors), diverse customer preferences, and high labour turnover. 
The growing influence of intermediaries (for example, migration agents, employment brokers and trainers) is also an issue for workforce development. Turnover appears endemic in the industry. This in turn, impacts on employee receptiveness to train. The issue of high job turnover is one of the biggest obstacles to increasing productivity and developing labour within the processing sector.
Literacy and numeracy

In Australia in recent years there has been a renewed focus on the issue of literacy and numeracy in the workplace. This has been led, in part, by the 2006 Adult Literacy and Life Skills Survey, conducted by the Australian Bureau of Statistics (ABS), which indicated that around half of Australia’s adult population had literacy and numeracy skills at levels 1 and 2 (on a five-point scale), levels typically seen as insufficient to enable an individual to fully participate in the modern economy. 
Research has shown that improving literacy and numeracy as a means for improving productivity in manufacturing is not considered necessary by workers, trainers and managers in the industry (Black, Yasukawa & Brown, 2013). Their general view was that tasks were done proficiently and there was no evidence to support the view that the workers’ literacy was inadequate. This does not mean that improved literacy and numeracy would not be beneficial; for example, improved literacy may well help workers to better understand their workplace rights and provide greater opportunities for leadership roles and greater labour mobility.
NCVER Completed research

Descriptions of recent NCVER published work relevant to this inquiry are described below:

Investigating the 'crisis': production workers' literacy and numeracy practices

Authors: Stephen Black, Keiko Yasukawa, and Tony Brown (2013)
Results from the Adult Literacy and Life Skills Survey conducted by the Australian Bureau of Statistics have been used to suggest there is a crisis in the literacy and numeracy skills of Australian adults. This study challenges this current view by looking at the issue from a worker's perspective. Production workers, together with their managers and trainers, from three manufacturing companies were interviewed and observed. Little evidence of a direct link between increasing literacy and numeracy skills of workers and improved productivity was found.

http://www.ncver.edu.au/publications/2628.html
Skill shortages: prevalence, causes, remedies and consequences for Australian businesses

Authors: Josh Healy, Kostas Mavromaras, and Peter Sloane (2012)

Despite the attention paid to skill shortages, the evidence used to evaluate their incidence and the causes and responses by firms remains thin. This report aims to improve understanding of the causes of skill shortages, the way businesses respond and the short-term consequences of skill shortages. Responses from small- and medium-sized businesses reveal that skill shortages matter, but that their relationship to firm performance differs according to the nature of the skill shortage. The findings confirm that skill shortages are a complex labour market phenomenon and give rise to complex responses by firms.

http://www.ncver.edu.au/publications/2464.html
Understanding the nature of vocations today: exploring labour market pathways

Author: Serena Yu, Tanya Bretherton, Hanna Schutz, and John Buchanan (2012)
Focusing on four vocational streams - financial services, primary industry, healthcare/community services and trades/engineering - this paper is an initial exploration of pathways into the labour market and how people actually use these pathways. It uses Household, Income and Labour Dynamics in Australia [HILDA] data to explore common patterns of labour market activity and education engagement, as well as identifying the overarching career trajectories associated with these patterns. This work is part of the three-year research program, ‘Vocations: the link between post compulsory education and the labour market’.

http://www.ncver.edu.au/publications/2538.html
Skill shortages in the trades during economic downturns

Author: Damian Oliver (2011)
This paper looks at recent economic downturns and finds that there is little convincing evidence of persistent skill shortages in the trades. There is no evidence of persistent skill shortages across downturns in the construction, automotive and engineering trades. Declining numbers of apprenticeship completions led to persistent shortages in the electrical trades during the 1990s and 2000s but apprenticeship completions for this trade have now recovered to pre-1992 levels. Very high job churn creates the perception of persistent skill shortages in the food trades and in hairdressing. Many food tradespersons and hairdressers swap employers but remain in their occupation.

http://www.ncver.edu.au/publications/2333.html
Understanding vocational education and training, productivity and workforce participation: an issues paper

Authors: Justine Evesson, Tanya Bretherton, John Buchanan, Mike Rafferty, and Gillian Considine (2009)
This issues paper reports on the findings from the first year of a three-year program of research by the University of Sydney's Workplace Research Centre. The overarching aim of the research is to investigate how, if at all, vocational education and training (VET) can make a difference in improving productivity and workforce participation. The authors describe four domains of social and economic practice in which to frame the second and third year's research, and the key challenges for workforce development in two particular industries: meat processing, and early education and care.

http://www.ncver.edu.au/publications/2154.html
Industry & training 2007: manufacturing

Author: National Centre for Vocational Education Research (NCVER) (2008)
A snapshot of vocational education and training (VET) is presented for manufacturing employers, drawing on findings from the 2007 Survey of Employer Use and Views of the VET System and other sources. The information provided includes contextual information about the industry, a profile of training within the industry, and employers’ use of the VET system and their satisfaction with the training provided. There are individual publications for the other 16 industries featured in the overview.

http://www.voced.edu.au/content/ngv45202
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