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Executive Summary
Skills Victoria commissioned Deloitte Access Economics to provide an outlook for the Victorian labour market in 2011, including analysis of occupations in demand and experiencing critical skill shortages.  The purpose of this report is to assist Skills Victoria in the publication of industry intelligence to individuals and businesses, with the aim of stimulating training demand in skill shortage areas.  

This report incorporates Deloitte Access Economics’ views, along with a summary of industry intelligence gathered from the 16 Victorian Industry Training Advisory Bodies (ITABs).  Their advice was provided to Deloitte Access Economics during meetings and other correspondence in late 2010 and early 2011.  The industry advice presented in this report has also been informed by consultations held with representatives of various Victorian government agencies.  

ITABs were asked to identify the key issues that are expected to influence industry performance and the demand for skills over the coming year.  Deloitte Access Economics has broken these into supply side issues (developments which affect the structure of the industry or how it produces goods and services) and demand side issues (developments which affect the quantum or type of goods and services demanded from the sector).
Key supply side issues
Key supply side issues affecting a broad range of industries include the following:
· Regulatory changes and other government policies were cited as a key supply side issue.  These relate directly to the supply of training and skills – such as the specific programs and policies funding the Victorian VET sector – along with wider economic and social policies.  The latter includes, for example, the rollout of the National Broadband Network, health funding programs, the eventual introduction of a carbon pricing mechanism in Australia, and a range of various industry-specific policies.

· Technological changes, including the use of new materials and the introduction of enhanced business processes, is an emerging supply side issue across a number of industries, partially as a response to an increasingly competitive business environment.  The introduction of new technology increases demand for technical skills within the industry, but can also reduce the need for labour in some areas as production becomes more capital intensive.  That can mean the need for redeployment or retraining into other emerging areas.

· Environmental and sustainability issues remain on the agenda.  Across many industries, sustainability is becoming increasingly embedded within standard business practices, underpinning demand for workers to have a broad understanding of sustainable processes.  Lean manufacturing and other practices aimed at efficiency are an important component of improving sustainability across many firms.  A need for workers to have a solid understanding of sustainability within existing business operations is seen, in a number of industries, as a more practical short term outcome of growing environmental trends compared with the emergence of new sectors and technologies.

· The ageing of Australia’s population remains an issue for a number of industries.  In particular, concerns regarding the increased number of retirements over the coming years are centred on the loss of skills and experience in key occupations, and the resultant ‘skills gap’ which is expected to occur.

Key demand side issues

Key demand side issues having a general impact on Victorian industries include the following:
· Australia’s elevated exchange rate is adding to competitive pressure on industries which rely on exports or compete with imported products in the domestic market.  Industries such as automotive, food, forestry, manufacturing and services (through the tourism industry) are all feeling the impact of the higher $A.  The strength of the currency does also provide some important benefits in some areas, such as through cheaper inputs sourced from overseas.

· Demographics trends are influencing the volume and types of products being produced across a number of industries.  The ageing population is influencing demand for health services, and is also expected to alter consumption patterns more generally.  The rate of population growth is also expected to slow in 2011 as a result of less international migration.  That may have some impact on the demand for housing and household products.

· A change in consumer demands is also expected to influence production and skill needs.  A growing number of consumers are choosing to purchase sustainable and ethical products (which is of particular relevance for the food industry), while the corporate sector more generally is recognising the need to incorporate sustainability and social responsibility into business practices in order to meet consumer expectations.  There is also a growing trend toward online shopping and rising demand for digital interactive media to provide greater experience of products and services.

· More broadly, economic trends and conditions were also noted as an important demand side issue.  While the Victorian economy is growing solidly, the re-emergence of the mining boom in other States and weaker consumer spending growth are influencing industry output and skill needs.

The submission of written advice and the industry consultation process was completed by Deloitte Access Economics in December 2010.  As such, the advice reflected in this report does not explicitly incorporate the impact of the Victorian floods, which took place in mid- to late-January 2011.

Prospects for employment growth

The Victorian economy has produced strong employment growth over the past year.  More than 89,000 new jobs were created in Victoria through 2010, and total employment has risen by almost 200,000 since mid 2009.  Going forward, Deloitte Access Economics expects that strong performance to continue in 2011.  The Victorian economy has been one of Australia’s steadiest performers over the past decade, and the same is expected to be true over the next year.  Consumer spending is stronger in Victoria than the national average, and the pipeline of business investment is solid.  Although population growth will weaken, the remaining spare capacity in the Victorian labour market and pace of economic growth provide the potential for good job gains in 2011.

Deloitte Access Economics expects Victoria to record employment growth of 4.4% in 2011, with that growth projected to be led by industries such as utilities, health and education, finance and business services, and construction.
Deloitte Access Economics
31 March 2011
1 Introduction
Skills Victoria commissioned Deloitte Access Economics to provide an outlook for the Victorian labour market in 2011, including analysis of occupations in demand and experiencing critical skill shortages.  The purpose of this report is to assist Skills Victoria in the publication of industry intelligence to individuals and businesses, with the aim of stimulating training demand in skill shortage areas.  

As such, this report incorporates Deloitte Access Economics’ views, along with a summary of industry intelligence gathered from the 16 Victorian Industry Training Advisory Bodies (ITABs).  The ITAB advice was provided to Deloitte Access Economics during meetings and through other correspondence in late 2010 and early 2011.  The industry advice presented in this report has also been informed by consultations held with representatives of various Victorian government agencies.  

In defining the lists of occupations in demand and experiencing critical skill shortages, ITABs were required to apply criteria developed by Skills Victoria.  The criteria are based on definitions used by Skills Australia and the Commonwealth Department of Education, Employment and Workplace Relations.  The definition used to identify an occupation in demand is as follows:

An occupation is in demand when employers are unable to fill or have considerable difficulty filling vacancies for the occupation, or significant specialised skill needs within that occupation over an extended time period, at market rates of remuneration and standard conditions of employment, and in reasonably accessible locations.

Of those occupations listed as in demand, occupations were also considered to be experiencing a critical skill shortage if they met the following four criteria:

· Long lead time: Occupations that require skills which are highly specialised and require extended learning and preparation time over several years. 
· High use: Where there is a high incidence of those undertaking formal training for a qualification subsequently taking up employment in the corresponding occupation. 
· High risk: Occupations where the disruption caused by the skills being in short supply imposes a significant risk to the Australian economy and/or community. 
· High information: Where the quality of information about the occupation is adequate to the task of assessing future demand and evaluating the first three criteria.

In addition to the industry discussion and occupation lists, this report also includes forecasts of Victorian employment by industry.  These forecasts have been completed according to two industry structures:

· The Australian and New Zealand Standard Industry Classification (ANZSIC) published by the Australian Bureau of Statistics (ABS).  Deloitte Access Economics has included forecasts completed at the one-digit ANZSIC level.

· An industry structure which is representative of the industry coverage of each ITAB.

A concordance between the ANZSIC and ITAB industry structures which has been developed by Deloitte Access Economics is included at Appendix A.  Deloitte Access Economics cautions that this concordance will not always provide an accurate reflection of the employment base covered by each ITAB.  Some more information on the limitations of the concordance is provided in the following chapter.

In Deloitte Access Economics’ opinion the advice provided by the ITABs is generally sound.  Each ITAB appears to have consulted widely with industry participants in formulating their advice.  They each presented a balanced and informed view of expected industry developments in 2011 and the occupations which are likely to be in demand or experiencing critical skill shortages.

The submission of written advice and the industry consultation process was completed by Deloitte Access Economics in December 2010.  As such, the advice reflected in this report does not explicitly incorporate the impact of the Victorian floods, which took place in mid- to late-January 2011.  Similarly, any potential economic consequences of other recent natural disasters such as the Queensland floods and earthquakes in New Zealand and Japan are not captured within this report.

The following chapter provides Deloitte Access Economics’ industry employment forecasts.  Each subsequent chapter is dedicated to providing advice relevant to a particular industry.  Where data is available, these industry chapters include data on vacancies, drawn from Skilled Vacancy Index published by the Commonwealth Department of Education, Employment and Workplace Relations (DEEWR).  There are some shortcomings to using this data.  For example, the index is based on the number of advertised vacancies and is not a detailed measure of unmet demand.  In this report, the vacancy data is presented as an index, with the number of vacancies in 2000 set equal to 100.

Each industry chapter begins with a brief overview of the industry, as described in the box below.

Coverage:  The occupations covered by the industry.
Specific industry and business cycle drivers:  Specific factors of particular importance to the industry and relevant economic factors.
Recent relative employment performance rating:  A ranking of the industry’s employment growth performance over the three years to 2010.  The ranking – rated as Low, Below Average, Average, Above Average and High – is relative to the employment performance of the other industries examined in this report.
Expected relative employment performance rating:  A ranking of the industry’s expected employment growth performance over the three years from 2010.  
2 Industry employment forecasts
The following charts and tables provide a brief snapshot of the Victorian economy, along with key economic and employment forecasts derived by Deloitte Access Economics.  The employment forecasts are provided for the ITAB industry structure, along with the ANZSIC industry structure.

As noted above, there are some limitations of using the ANZSIC industry structure to assess employment prospects across ITAB industries.  For example, the rise of part-time farmers means that the Victorian primary industry often provides a secondary source of income for individuals.  The implication is that counts of those employed in primary industry may not fully capture the industry coverage in aggregate.  Imperfect alignment between the coverage of each ITAB industry and the ANZSIC industry categories may also give rise to some discrepancies in estimating the employment coverage of some ITABs.  Moreover, the activities covered by some ITABs (particularly across creative, leisure and ‘emerging’ industries) may not be adequately captured within the ANZSIC categories for the purpose of making an accurate comparison with the coverage of the relevant ITAB.

These definitional issues should be considered when examining the forecasts presented in this chapter.  A concordance between the ANZSIC and ITAB industry structures which has been developed by Deloitte Access Economics is included at Appendix A.

	Snapshot of the Victorian economy

· Gross State Product (real)

$293.3 billion
GSP per capita: $53,193 (2009-10 est.)

· Population

5.51 million (2009-10 est.)

· Labour force

3.03 million

Unemployment rate: 5.1% (January 2011)
· Key merchandise trade partners

China 18.4%, United States 10.6%, Japan 9.2%, New Zealand 5.9%, Germany 5.1% (2010)

Key forecasts

Annual % change except where noted *

History
Forecast
2008
2009
2010
2011
2012
Real gross state product

2.3%
0.6%
2.7%
2.8%
3.2%
Business investment

5.1%
-5.9%
0.3%
6.2%
3.5%
Private consumption

1.4%
1.0%
3.2%
3.4%
3.4%
Employment 

2.2%
1.0%
3.7%
4.4%
2.0%
Unemployment rate *

4.3%
5.8%
5.4%
4.4%
4.5%
Total population

2.1%
2.2%
1.8%
1.6%
1.5%
Consumer Price Index

4.2%
1.4%
3.0%
3.1%
2.9%
Source: Deloitte Access Economics, Australian Bureau of Statistics.  Note: Business investment excludes intangibles.  


Table 2.1 : Annual industry employment growth – Victoria (ITAB industry structure)

	
	
	History
	Forecast
	
	

	Employment level in 2009      
	2010
	2011
	2012
	2013

	Automotive
	140,952
	0.2%
	0.8%
	0.6%
	-0.6%

	Building and construction
	228,776
	9.9%
	5.0%
	2.7%
	3.4%

	Business services
	393,901
	5.1%
	6.5%
	3.0%
	2.2%

	Community services and health
	298,364
	5.1%
	6.2%
	3.9%
	2.9%

	Cultural and recreation
	61,831
	-12.9%
	3.7%
	1.6%
	3.2%

	Electro-technology and communication
	79,647
	0.2%
	5.7%
	1.4%
	-0.6%

	Food
	72,374
	-1.0%
	5.1%
	0.3%
	1.7%

	Forestry
	23,515
	-2.7%
	2.0%
	0.6%
	-3.0%

	Furniture
	12,729
	2.5%
	4.5%
	-3.4%
	-3.4%

	Manufacturing and engineering
	285,760
	0.6%
	0.2%
	-0.3%
	-1.3%

	Primary
	93,945
	-4.2%
	1.5%
	-1.1%
	0.7%

	Racing
	5,123
	2.4%
	1.9%
	1.6%
	4.7%

	Services
	623,590
	5.4%
	3.7%
	1.6%
	1.4%

	Textiles, clothing and footwear
	21,663
	-4.6%
	-2.7%
	-6.6%
	-4.4%

	Transport
	143,355
	-5.0%
	3.9%
	1.6%
	1.9%

	Water
	8,332
	19.5%
	2.5%
	1.4%
	-0.1%


Source: Deloitte Access Economics, Australian Bureau of Statistics
: Industry employment growth in Victoria – 2011 (ITAB structure)
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As shown in Table 2.2 below, Deloitte Access Economics expects the Victorian economy to record strong employment growth in 2011.  The expected gain of 4.4% would be the fastest pace of job growth since the mid-1990s, building on the State’s solid recovery since the slowdown of 2008-09.  That employment growth is expected to see the unemployment rate fall to 4.4%.

By industry, health and education are expected to record the strongest employment growth in 2011, with finance and construction also projected to see employment levels increase solidly.  In contrast, employment growth in accommodation and food services, arts and recreation, manufacturing and agriculture may be relatively weak.

Table 2.1, shown on the previous page, shows how these projections translate into employment forecasts at the ITAB level, with business services and community services leading the way, while textiles, clothing and footwear may record a fall in employment in 2011.

Table 2.2 : Annual industry employment growth – Victoria (ANZSIC industry structure)

	
	
	History
	Forecast
	
	

	Employment level in 2009      
	2010
	2011
	2012
	2013

	Agriculture, Forestry and Fishing
	86,813
	-4.8%
	1.4%
	-1.4%
	0.2%

	Mining
	11,596
	-4.5%
	2.6%
	3.2%
	0.3%

	Manufacturing
	309,520
	-1.3%
	2.1%
	-0.8%
	-1.5%

	   Food, Beverage and Tobacco
	72,374
	-1.0%
	5.1%
	0.3%
	1.7%

	   Textile, Leather, Clothing and Other
	39,837
	-2.2%
	-3.0%
	-4.6%
	-3.3%

	   Wood, Pulp and Paper
	20,774
	-1.1%
	6.9%
	-3.3%
	-3.6%

	   Printing and Recorded Media
	14,322
	29.7%
	4.6%
	2.5%
	-1.2%

	   Petroleum, Coal, Chemical and Polymers
	35,452
	-8.0%
	8.8%
	-1.1%
	-3.2%

	   Non-Metallic Minerals
	11,897
	-18.4%
	0.1%
	0.2%
	-0.2%

	   Primary and Fabricated Metals
	41,091
	-4.8%
	0.0%
	-0.5%
	-2.6%

	   Transport and machinery equipment
	73,774
	0.8%
	4.0%
	1.0%
	-1.7%

	Electricity, Gas, Water and Waste 
	31,510
	0.9%
	2.9%
	0.2%
	0.3%

	Construction
	228,776
	9.9%
	5.0%
	2.7%
	3.4%

	Wholesale Trade
	116,425
	0.8%
	4.6%
	1.3%
	0.6%

	Retail Trade
	295,745
	7.2%
	6.0%
	1.8%
	1.5%

	Accommodation and Food Services
	178,637
	5.3%
	1.2%
	2.3%
	1.3%

	Transport, Postal and Warehousing
	143,355
	-5.0%
	3.9%
	1.6%
	1.9%

	Info. Media and Telecommunications
	66,434
	-3.2%
	4.9%
	1.6%
	0.4%

	Financial and Insurance Services
	103,687
	9.3%
	5.7%
	3.8%
	1.7%

	Rental, Hiring and Real Estate Services
	38,066
	5.8%
	3.3%
	1.0%
	1.3%

	Professional, Scientific and Technical 
	209,546
	6.6%
	4.9%
	1.8%
	2.2%

	Administrative and Support Services
	93,846
	9.1%
	3.4%
	2.9%
	2.1%

	Public Administration and Safety
	122,841
	6.6%
	4.7%
	4.1%
	2.2%

	Education and Training
	210,233
	5.0%
	6.0%
	4.6%
	2.8%

	Health Care and Social Assistance
	298,364
	5.1%
	6.2%
	3.9%
	2.9%

	Arts and Recreation Services
	64,329
	-12.2%
	2.5%
	1.6%
	4.8%

	Other Services
	106,242
	4.4%
	3.8%
	-0.1%
	1.3%

	Victoria
	2,715,964
	3.7%
	4.4%
	2.1%
	1.7%


Source: Deloitte Access Economics, Australian Bureau of Statistics
3 Automotive

Coverage:  Automotive (passenger motor vehicles, light commercial, truck, bus, trailer, recreational vehicles) manufacturing, retail, service and repair, and allied industry (earthmoving and construction, outdoor power equipment, recreational boating, recreational vehicles, bicycles).

Specific industry and business cycle drivers:  Interest rates, tax provisions, the $A, tariff protection, Federal Government subsidies, petrol prices and the level of global capacity. 

Recent relative sectoral performance rating:  Low

Expected relative sectoral performance rating:  Below average

Summary of ITAB advice and consultation

The latest Automotive Training Victoria advice details the following key change drivers and developments that will shape the industry in 2011 and beyond:

· Automotive retail sales growth (demand side)

· Continual advances in vehicle technologies (demand side)

· Rationalisation of Australian automotive manufacturing (supply side)

· Reduced cost of imported truck components (supply side)

Through 2010 Australia has seen a significant pick-up in new car sales – up almost 100,000 units and exceeding 1 million sales
 – off the back of a difficult 2009 for many automotive retailers.  However, at the same time it is suggested that margins in automotive retailing have declined, with a need to discount prices in order to achieve sales in this cautious spending environment.  

Reduced margins have forced a slow recovery in the employment of sales staff, despite the strong volume growth.  That said, the increased volumes and decreased margins have increased the need for skilled automotive business development managers, to maximise the profitability of the business in these conditions. 

The recent turnaround in the volume of new car sales, as well as the increased pressure from consumers on new car margins, is compounding the need for business development managers.  Further, given the transferability of these skills and the tight labour market Victoria and Australia currently face, many businesses will be experiencing high turnover in these positions.  Most notably of all, the stock of light and heavy vehicles on Victorian roads continues to grow, and with the technologies employed in these vehicles rapidly changing, the service and repair task is increasing and becoming more complex.  As a result, automotive electricians, mechanics, panel beaters and vehicle painters with the skills to work on new vehicles are in critically high demand.  
Australian automobile production in 2010 was in the order of 239,000 – 16,000 up on 2009 though still 85,000 down on 2008
.  This result is reflective of the rationalisation of Australian automotive manufacturing in recent years, which accordingly has changed the nature of the skill need in this industry sector.  

As vehicle and component manufacturing stabilises, now with higher levels of capital intensity than ever before, the skill need is less manual labour and more supervision and team leader positions (production management).  Accordingly, employees with training in leadership and communication are now a priority for these businesses – in particular an employee who can continuously improve the productivity of a business is in high demand.  The threat of a continued high $A and further tariff reductions only adds to this need.  In response, manufacturing assembly processes are becoming increasingly focused on effective work teams.  That is made possible through the leadership of supervisors who not only have the technical capacity to oversee the assembly of complex units and components, but who also possess the requisite people skills, underpinning demand for appropriate manufacturing leaders and supervisors.

The historically high $A continues to favour local truck assembly operations, given the high share of imported components in the production process.  In the Melbourne metropolitan region, trailer assembly, truck body building and truck components are experiencing strong growth in light of this input cost advantage.  This growth is underpinning demand for heavy vehicle assembly workers, particularly vehicle body makers, and is adding to skill shortages.  This growth is also expected to compound in line with the growing freight task in Victoria and Australia.  

Continual advancement in vehicle technologies – and the subsequent increasing use of electronics in cars and development of new model platforms (including hybrid, diesel and LPG variants of existing models) – has had major implications for industry skill needs:  

· In retailing, consumer demands for understanding of the application of new automotive technologies have created the need for up to date technical knowledge among sales employees (to ensure sales).  This increasing need to sell cars based on facts and technical data also drives the need for greater understanding of trade practises law among employees, on top of the increasing focus on ‘good corporate citizenship’.

· In service and repair, the rapid rate of technological change is outpacing much of the skill acquisition (and in some cases the training content), which is leading to course completions where knowledge is sometimes already superseded.  In particular the technical knowledge base of those in small independent service and repair businesses is typically well behind those in the manufacturer-backed businesses.  

For many years motor vehicle technology moved quite slowly.  However the pace of new technology being incorporated into vehicles is now far more rapid.  Indeed, skills in diagnostics and vehicle electronics are increasingly important to all automotive businesses, in order to meet the needs of the new car owner.  Technological changes are adding to demand for qualified mechanics, spray painters, panel beaters and automotive electricians, along with other occupations related to automotive engine reconditioning and trimming which are small in numerical terms but have high skill requirements.  Changing vehicle technology also makes it difficult for training providers to maintain a sufficient stock of vehicles and components which reflect current technology.

As for the training implications of the above skills needs, a mix of industry and training provider responses is required to ensure their timely achievement.  In response to consumer purchasing trends – and the reluctance of manufacturers to provide information on these products to independent businesses – importation of Original Equipment Manufacturers’ product specifications and maintenance knowledge is occurring.  These independent businesses are buying-in this knowledge in capital and labour forms, and successfully overcoming the local barriers to providing these services.  The industry is also said to be slowly accepting the transition from a time served to competency-based apprentice wage progression model.  This, and the knowledge importation practises, demonstrates the ability of businesses to adjust to some of the skill challenges they have faced in recent times.

However, beyond what can be adjusted strictly within an automotive business, the automotive service and repair training package requires ongoing revision to keep pace with consumer demands and product developments.  A feedback loop between employers, the Automotive ITAB and training providers is being pursued, though is said to require:

· more support from employers – in terms of providing access to up-to-date information and equipment (for example through increased industry training placements); and 

· the VET system to focus more on teaching those skills it can best transfer – that is, the more theoretical.  

Flexible training delivery models in the workplace are another important element of the required transformation of public training provision.  Partnership arrangements between businesses and training providers – as part of a shift toward an in-house training model – are expected to optimise training in specific functions and technologies.  

Finally, automotive apprentices are seen as essential to the sustainability of the industry.  Automotive businesses continue to employ apprentices coming through the public training system, although also demand more up to date practical knowledge.  Apprentices leaving the industry for improved wages, conditions and career paths are among the greatest industry concerns at present, particularly given the tight labour market.  At a high level there is recognition that career progression is necessary to retain skilled workers in the industry, and that communication and marketing to secondary school students will be required to attract workers into the industry in the first place.  Career progression for many in the automotive sector – at least in retail and/or service and repair – is progression to business management roles or spinning-out to start a personal business.  To better enable these progressions, there is a need for greater access to basic business skills training among the mainstream automotive industry training pathways.

While the green technology skill need has not reached critical levels, industry awareness and preparation is gaining momentum.  At present, training in this field is being conducted in limited numbers at key Melbourne automotive training centres.  Preventing the greater uptake of this training offer is the perceived lack of relevance to current automotive business operations (in some cases).  Indeed recycling and energy conservation are at this point the most common green skills taught in the industry, and are taught for the purposes of business compliance with environmental regulations and reducing energy costs.  

Industry outlook

Strong economic growth and low unemployment are driving a recovery in motor vehicle sales in Australia.  New car sales in 2010 were 10.5% higher Australia wide (14.1% higher in Victoria) following the weakness of 2009
.  Deloitte Access Economics agrees with Automotive Training Victoria that this growth is underpinning demand for workers in key vehicle assembly and manufacturing occupations within the industry.

: Employment outlook – Victorian automotive industry
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Source: Deloitte Access Economics, Australian Bureau of Statistics
Indeed, there are also indications that domestic manufacturing activity is stronger – the Federal Chamber of Automotive Industries reports that more than 239,000 vehicles were manufactured in Australia in 2010, an increase of about 7% on 2009.  Accordingly the number of skilled vacancies available for automotive occupations appears to have firmed slightly in 2010 (see Chart 3.2).  

: Skilled Vacancy Index – Victorian automotive industry
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Despite this, the chart also shows that skilled vacancies across key automotive occupations remain well below 2000 levels.  These same occupations are also listed as experiencing critical skills shortages in the following section.  That inconsistency is a reflection of the difficulty in quantifying skill shortages.

Important risks remain for the sector.  Most significantly, the Australian dollar climbed rapidly in late 2010 to reach parity with the $US.  Since the start of 2009, the $A has risen by between 20% and 40% against the currencies of Australia’s four main sources of imported vehicles (the US, Japan, Europe and South Korea).  Deloitte Access Economics expects the $A to remain elevated through 2011.  That will continue to erode the competitiveness of the domestic industry, and is therefore expected to be one of the most significant issues affecting the outlook for the Victorian automotive industry in the short term.  
The automotive industry continues to compete for labour with other industries. High wages in mining and construction may entice some skilled labour to leave the automotive industry.
Overall it is likely that 2011 will again be a challenging year for Victorian automotive manufacturers.  Strong import competition from abroad, and difficult domestic conditions (including rising interest rates and an increasingly competitive labour market) may impose headwinds for the sector.  However, domestic demand is clearly strengthening as sales data from 2010 attests.  In all, Deloitte Access Economics expects employment in the Victorian automotive industry to grow moderately through 2011.
Occupations in demand

Supervisors and team leaders in automotive manufacturing are in demand, predominately in the metropolitan Melbourne and Geelong regions, as the push toward competitive manufacturing continues and new locally produced small car platforms come online.  There is pressure to increase the supply of workers in truck and trailer production at all levels, from materials handling to production supervision.  The occupations are primarily metropolitan Melbourne based and offer sound prospects for the short to medium term given the recent business establishments and ongoing growth in the Victorian freight task.

The table below summarises advice provided by Automotive Training Victoria on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand

	Automotive manufacturing leaders and supervisors* 

	Heavy vehicle assembly workers: Production process workers, assemblers, materials handlers, fabricators,  vehicle body makers and production supervisors

	Mechanics (light vehicle)*

	Mechanics (heavy vehicle)*

	Automotive electricians*

	Panel beaters* 

	Vehicle painters*

	Business development managers in automotive retail

	Occupations experiencing a critical skills shortage

	Production process and heavy vehicle assembly workers: vehicle body makers 

	Mechanics (light vehicle)*

	Mechanics (heavy vehicle)*

	Automotive electricians*

	Panel beaters* 

	Vehicle painters*


* Industry requires individuals with up-to-date training for these occupations.  Skill needs can therefore only be met through training suitable new entrants to the specific occupation rather than re-employment of previously trained workers with similar skills.  For example, the notion that a retrenched production vehicle spray painter can move easily into a retail automotive environment is incorrect. 
The table below outlines qualifications relating to occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Heavy vehicle assembly workers: Production process workers, assemblers, vehicle body makers 

	
	Certificate II – Production Assembly 

	
	Certificate III – Production Assembly 

	
	Certificate II – Materials Handling

	
	Certificate III – Materials Handling

	
	Certificate Diploma – Materials Handling

	
	Certificate III – Fabrications/Vehicle Body Making

	
	Certificate III – Supervisor/Team Leader

	
	Certificate IV– Supervisor/Team Leader

	
	Certificate Diploma – Supervisor/Team Leader

	Mechanics (light vehicle)
	

	
	Certificate III – Automotive Technology (Light Vehicle)

Certificate IV – Automotive Technology (Light Vehicle)

	Mechanics (heavy vehicle)

	
	Certificate III – Automotive Technology (Heavy Vehicle)
Certificate IV – Automotive Technology (Heavy Vehicle)

	Automotive electricians

	
	Certificate III – Automotive Electrical Technology
Certificate IV – Automotive Electrical Technology

	Panel beaters
	

	
	Certificate II – Automotive Vehicle Body Panel Beating

Certificate III – Automotive Vehicle Body Panel Beating

	
	Certificate IV – Automotive Vehicle Body Panel Beating

	Vehicle painters
	

	
	Certificate III – Automotive Vehicle Body Vehicle Painting
Certificate IV – Automotive Vehicle Body Vehicle Painting


4 Building and Construction

Coverage:  Civil Operations, General Construction, Plumbing Services, Shared – Building and Construction.
Specific industry and business cycle drivers:  Resource prices, demographics (particularly population growth among those aged 18-30), interest rates (particularly for housing construction), business investment.

Recent performance rating: Above average

Expected relative sectoral performance rating:  High

Summary of ITAB advice and consultation

The Building Industry Consultative Council Industry Advisory Body (BICCIAB) reported several change drivers and developments for 2011 that were identified during their consultations with industry stakeholders.  These are:

· Changing economic environment (demand side)

· High levels of unqualified workers (supply side)

· Changing technology (supply side)

· Regulatory change (supply side)

· Retirement of workers (supply side)

· Introduction of Competency Based Completions (CBC) (supply side)
· A critical need for up-skilling in civil construction (supply side)

According to BICCIAB, the number one issue affecting the skill needs of the building and construction industry is the high level of unqualified workers in unlicensed occupations.  This reframes the skills gap issue somewhat as the problem is not about attracting workers, but attracting ‘quality’ workers who have undertaken formal training.  BICCIAB reported that only 16% of people working as plasterers are qualified in that field and approximately 55% of all tradespeople have no related qualification.  This problem is particularly relevant during periods of strong external demand, and many of these workers leave the market as quickly as they enter.  This lack of training may be exacerbated further as government stimulus programs run their course and the residential construction sector stagnates, leading to a tightening of company budgets and associated negative implications for training funding.  

A constant supply of untrained workers is masking this problem as employers are able to continue to fill positions, but the lack of qualified workers is reaching a critical point for the industry.  One implication is that a low standard of work completed by untrained staff can require rectification work and call-backs, which is a cost to the industry.  Industry associations have taken several steps towards addressing this problem.  Some are establishing their own Registered Training Organisations (RTOs) in order to provide on-site training, which may be more attractive to both employers and employees than training off-site.  Others have advertised the Federal Government’s Apprentice Kickstart funding initiative which provides financial incentives to employers of apprentices.  However, it has been suggested that an industry-wide cultural change is required in order to produce a long term solution to this problem.

A related issue is the unwillingness of highly paid tradespeople to move into higher AQF level occupations that are not paid as well.  In particular, draftspeople and project managers and supervisors are in demand as there are not enough tradespeople willing to take on a job which requires more hours and responsibility.

Changes in technology, particularly as green technology becomes more prevalent, do not necessarily result in demand for new technical skills, but may require general skills among workers in order to better communicate with the public about alternative products.  Often, the actual technical skill required does not change with the technology.  For example, the installation of a solar hot water heater still requires traditional plumbing skills, but ideally plumbers will have higher level people management skills in order to better communicate with customers about sustainable options.  

As such, relevant training packages have incorporated ‘sustainability skills’ from a theoretical, rather than practical, perspective.  However, BICCIAB believes that the cost of acquiring and maintaining new equipment means that updating teaching units in relation to cutting edge products and technology is difficult to achieve.  Qualifications are slow to update and the long turnaround time in embedding changes to the training package is resulting in an ever widening skills gap.

Generally speaking new ‘green’ roles have not been created as a result of the trend towards sustainability.  Rather than seeing new jobs created for tradespeople, it is more likely there will simply be changes to the way existing roles are carried out.  For example, the use of new cranes from Europe, which are considered sustainable as they produce less pollution, requires a change in the way they are operated due to increased safety features.  Overall, no new jobs are created by the use of this new technology, but the way existing roles are carried out does change.

Bricklaying is an area where green skills are in demand.  Bricklaying environmental managers are required with skills such as recycling materials and reducing run off down gutters.  These skills are being taught to apprentices but typically not to the existing workforce. 
Changes to regulations and legislation are a significant driver of training demands in the building and construction industry.  For example, the requirements of the Building Energy Efficiency Disclosure Bill 2010, (also known as Mandatory Disclosure), which came into effect on 1 November 2010, is a driver of up-skilling as workers seek to gain the relevant accreditation (however the initial impact will likely reflect an increase in demand for assessors).  Mandatory Disclosure requires an energy efficiency assessment at the point of sale, lease or sub-lease of a disclosure-affected building, using the National Australian Built Environment Rating System.  Some larger companies are providing this training in-house in order to offer the assessment service to their clients.  

Where properties receive a low energy rating as a result of their energy efficiency assessment, there may also be flow on effects for skill needs, specifically in demand for maintenance and retrofitting skills to reduce energy and water wastage.  This would be particularly important for skills in heating, ventilating and air-conditioning maintenance plumbing.

Other important changes to regulation identified by BICCIAB include: 

· the introduction of a National Occupational Licensing System from mid 2012;

· an update to Section J of the Building Code of Australia; 

· the new Model Act and regulations for OH&S, to be introduced in 2012; 

· compulsory six-star energy ratings for new houses, to be introduced in May 2011; 

· a new Australian Standard for housing in designated bushfire areas; and 

· environmental regulations.   

Most of the training needs arising from these changes are being provided to workers via industry associations, rather than through RTOs.  However, in order to ensure that future workers are equipped with the skills to meet the requirements of new legislation, any practical training implications also need to be included in the relevant training packages.  This has already been done for occupational health and safety (OH&S) training, where increased technology safety features have been included in Certificates III and IV in OH&S.

Further policy changes may occur under the new Victorian government if, for example, there is a review of land releases and Melbourne’s green wedge policy.  The industry has been lobbying the government to increase the housing supply as new home building approvals have been in decline recently.  The National Housing Supply Council and Housing Industry Australia are already concerned about a shortage of tradespeople to meet the growth in housing demand, so any strong growth in the residential construction sector associated with a policy change may result in an acute skills shortage if not managed well.

As a result of the physical demands of a trades job in the building and construction industry, workers generally retire early.  There are concerns that the industry is not taking on a sufficient number of apprentices to offset the retirement of older workers.  This is currently influencing demand for building surveyors.  Retirements across the occupation have led to a shortage of building surveyors.  Local councils are now ‘sharing’ surveyors in some cases due to the lack of qualified workers.  More broadly, the impact of retirements on average worker age is not yet apparent, and this change driver may have a long lead time before its impacts are acutely felt, with severe shortfalls predicted for 2015.

The introduction of Competency Based Completions (CBC) has been rolled out over 2010 and the beginning of 2011 with the aim of increasing apprentice completion rates.  The exact impact of CBC is not yet clear, and some employers remain uncertain about how the new system will operate.  It is known that there will be four points of contact per year between an apprentice’s RTO and employer, and that apprentices will be able to accelerate their training by undertaking assessments in advance of the set timeline.  BICCIB will continue to promote a quality outcome for the apprenticeship system that provides industry with a valuable source of highly skilled tradespeople.

Skill shortages as a result of the improved economic environment and a re-emerging mining boom are apparent, but are not yet rife.  Sectors that are experiencing particular problems are civil construction workers and plumbers, due to projects like the Gorgon gas project in Western Australia and local regional projects such as the Wonthaggi desalination plant, the North-South Pipeline and the Mortlake gas-fired power station.  However, anecdotal evidence suggests that the appeal of the mining boom is not as strong this time around, with workers preferring stability over salary premiums following the employment implications of the recent global economic downturn.  
The civil construction sector is suffering from several of the problems outlined above, which is a concern for the industry at a time when investment activity in infrastructure is high.  The problem associated with unqualified workers is particularly acute in the civil construction sector, where training levels are very low, at approximately 8%.  Any training or up-skilling of the current workforce is also problematic due to poor foundation skills (such as literacy and numeracy) among some existing workers.  

This problem is compounded by high levels of retirement among workers and a greater need for higher level skills due to technological change.  Government subsidised training in foundation skills and up-skilling is available under the Victorian Training Guarantee.  BICCIAB has piloted a new Certificate II in Civil Construction which was very successful and it is now looking to roll it out across TAFEs.  This is a qualification delivered using a pre-apprenticeship type model which aims to instigate a gradual change in the skill level of the sector’s workforce as those prospective workers completing a Certificate II move into apprenticeships and then join the workforce as a qualified operator.  

Industry outlook

The outlook for the construction sector in Victoria looks strong, although there are a number of factors that threaten its continued medium-term strength. 

Population growth is a key driver of construction activity.  Victoria has seen strong population growth in recent years.  This is good news for housing construction, which has done a much better job of keeping pace with demand in Victoria than it has in other States, but which is still likely to benefit from recent population growth under the right conditions.  However, population growth is slowing in line with declining net overseas migration.  Much of this has to do with a fall in international student numbers – a recent development which has particularly affected Victoria, and so will place a dampener on near-term housing demand.

: Employment outlook – Victorian building and construction industry
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Source: Deloitte Access Economics, Australian Bureau of Statistics

Possible future interest rate increases may put pressure on households and dampen demand for housing purchases.  Further construction will also depend on the Victorian government’s policies for future land release.  This is currently a topic of public discussion in Victoria, both in relation to the urban growth boundary and associated release of new land for housing and infill development.  On balance, Victoria’s sound population growth means that housing construction is likely to remain solid in the near term. 

Non-residential building has been an important contributor to the Victorian construction sector in 2010, and helped to generate a very healthy rate of employment growth (as seen in the charts above).  Overwhelming, this has been led by the Building the Education Revolution program.  However the construction peak from that program has already occurred and its impact will fade in 2011.  

The building and construction sector will then become more reliant on other components of non-residential building, such as offices and retail, which have remained subdued since the GFC given weaker demand and tighter finance.  However, activity should lift in these sectors going forward.  In January 2011 Melbourne recorded the lowest CBD office vacancy rates of any Australian city (at 6.3%), suggesting room for growth for office construction.
: Skilled Vacancy Index – Victorian building and construction industry
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The pipeline for retail construction in Victoria is currently modest.  However, recent very strong jobs growth may help restore consumer confidence and spending, though for this to translate to growth in retail construction it must outweigh other prevailing economic conditions.  Tight credit for investment remains a barrier.
Engineering construction in Victoria is currently strong, and there continues to be a pipeline of significant infrastructure projects.  That said, Victoria is not as well placed as States to the north and west to take advantage of the re-emerging mining boom.  Victoria will, however, be subject to the potential negatives.  A Resources Boom Mark II is likely to lead to the re-emergence of skills shortages, which may well put pressure on wages and inflation, and therefore interest rates.  Higher wages and interest rates will result in higher project construction costs and may dampen construction activity in Victoria.  The pipeline for engineering construction in Victoria looks strong and this, combined with competition from the mining sector, may lead to local skills shortages over the coming few years.
Chart 4.2 shows that skilled vacancies for key occupations such as plumbers and carpenters ticked up solidly in 2010 after a sharp fall in the previous year.  Deloitte Access Economics expects the level of vacancies to rise further in 2011 as business investment strengthens.

Occupations in demand and critical skills shortages

The table below summarises advice provided by BICCIAB on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Draftspeople
	

	General plumbers
	

	Bricklaying environmental managers
	

	Project managers and supervisors (commercial and domestic)
	

	Gas appliance service technicians
	

	Building surveyors
	

	Occupations experiencing a critical skills shortage
	

	Project managers and supervisors (commercial and domestic)
	

	Gas appliance service technicians
	

	Building surveyors
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Project managers and supervisors (commercial and domestic)

	
	Certificate IV – Building and Construction (Building)

	
	Certificate IV – Building and Construction (Site Management)

	
	Certificate IV – Civil Construction Supervision

	
	Diploma – Building and Construction

	
	Diploma – Plumbing and Services 

	
	Advance Diploma – Building and Construction (Management)

	Gas appliance service technicians

	
	Certificate III – Plumbing 

	
	Certificate IV – Plumbing and Services (Operations Stream)

	Building surveyors

	
	Diploma – Building Surveying

	
	Advanced Diploma – Building Surveying


5 Business Services

Coverage: Accounting, Business Administration, Business Management, Cleaning and Waste Management, Finance, Human Resources, Insurance, Legal Administration, Marketing and Sales, Real Estate, Security, Shared – Business Services.

Specific industry and business cycle drivers: Credit growth, interest rates, corporate profits (this trio affects demand across the sector), housing and commercial construction cycles (which affects demand for real estate agents and architects).

Recent relative sectoral performance rating:  Average

Expected relative sectoral performance rating:  High

Summary of ITAB advice and consultation

The key change drivers identified by Business Skills Victoria which are expected to be relevant in 2011 included: 

· Globalisation (demand side)
· Environmental sustainability (demand side)

· Economically induced industry restructure (supply side)

These change drivers were noted by Business Skills Victoria in 2010, and are expected to remain relevant over the coming year.

The impact of globalisation on the international competitiveness of Victorian business services firms will be an issue in 2011.  Growth in demand for business services has suffered from trends towards outsourcing non-core business functions, particularly among the finance and insurance sector.  Lingering worries following the recent financial crisis is discouraging spending on non-essential services by banks, investment advisers and insurers.  The business services sector has struggled as corporate spending has been deferred.  
The business services sector tends not to benefit from many of the positives of globalisation, such as access to greater export markets.  Export levels in the business and property services sectors have been stagnant, increasing by only 0.1% per year in real terms.  Service industries tend to have little scope for exports, and Australia's high wage levels have acted as an added disincentive to companies looking to outsource to Australia.

These trends have implications for broad skill requirements such as project management, strategic planning and negotiation.  In particular, local managers and business operators need to be aware of the global environment that they operate in and keep informed of industry developments and regulations.  Additionally, large companies are increasingly conducting work in, and outsourcing consulting work to, Asia.  Training needs to focus on growing international markets, including foreign language skills and cultural awareness.

In property services, real estate agents are seeing an increasing number of international clients purchasing property in Melbourne.  As with business services, this has raised the need for sound communication skills, including in foreign languages, along with an ability to use technology to source emerging opportunities and deal with global customers.

Business Skills Victoria reports similar skill implications in the finance sector resulting from continued globalisation.  Finance sector workers require strong relationship management skills to compete and conduct business internationally with high-value customers (particularly in Asian markets).  The demand for risk management, corporate governance and compliance skills has increased measurably in the recent past, and will continue to increase as a response to the global financial crisis. An up-skilling of finance sector workers in areas such as financial planning and insurance is therefore required.  In general, training to improve communication skills and in understanding international accounting standards will be important as the sector increasingly operates on a global level. 

Continued industry restructure is also expected to be a change driver in the business services sector in 2011.  Growth in the number of business services firms over the past five years has indicated an increasing trend towards small enterprises, often sole traders and partnerships, encouraged by relatively low barriers to entry in the industry.

Components of the financial services sector will undergo substantial change over the coming years following regulatory changes relevant to the financial planning and investment advice industries.  These and other industry changes have generated demand for workers with a range of financial and interpersonal skills.  Skill requirements include training to adjust to new regulatory conditions and financial products, training in superannuation, financial planning skills and financial auditing, and training in corporate governance, business ethics and conflicts of interest for accountants and auditors.

Growth in high-density living has created more demand for property developers and facility managers with procedural, risk management and generalist communication skills in the property services sector.  These roles have a multifunctional aspect and require solid financial management skills and a high level of accountability.  Training qualifications also include ‘green’ building skills and retrofitting.  

Technological changes and an increasing recognition of sustainability practices are having an influence on the way businesses operate.  There is a greater need to incorporate triple-bottom-line thinking in all aspects of training to facilitate supply chain management and to promote sustainable practices.  Training delivery programs should also incorporate information technology and e-commerce training within the standard business qualification framework (rather than as an elective or additional service), while research training and knowledge management techniques are needed to cope with the increasing need for information across all facets of business.

As in other industries, green business practices and environmental sustainability are having a growing influence on skill needs in the business services sector.  Business Skills Victoria reports an increasing need for skills in sustainable development, corporate social responsibility and environmental social governance, with an emphasis on incorporating these skills with business performance.  The eventual introduction of a carbon pricing mechanism in Australia will also require an understanding of how the scheme can be incorporated into business practices.  

In the finance sector, the capacity to integrate sustainability with financial activity will be required going forward.  Analysts will need the skills to incorporate information such as carbon emissions and risk analysis into valuation models, while reporting mechanisms on sustainability will be extensive.  Training in treating sustainability as a mainstream business consideration is therefore required.
Workers in various property services roles, including waste management, pest management, facility and property management, and real estate will require various new skills in environmental practices and technical processes, energy efficiency and sustainability.

Industry outlook 
The business services industry has shown relatively fast growth over the past two decades to become one of Victoria's largest industries.  Although Australia had a modest economic downturn in 2009 relative to the rest of the developed world, the impact of the Global Financial Crisis was still felt in the domestic finance sector, which in turn had a flow on impact to business services.  Yet industry output and employment is recovering in 2010, and it is expected to continue to grow in line with stronger activity in the broader economy.

The aftermath of the crisis has seen governments consider the need to change financial regulation.  The global banking sector will be affected by regulatory changes stemming from new global banking regulations (known as Basel III), although Australia's banks may be less affected as they are already well-capitalised.  In addition, the Australian Government is intending to reform the provision of financial advice to retail investors, and the Cooper Review proposed default My Super products for individuals with the aim of lowering overall costs (which could be a negative for the superannuation industry).  The proposed changes could lead to large scale change in the finance sector, particularly in the superannuation industry, potentially affecting industry training demands.
: Employment outlook – Victorian business services industry
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Source: Deloitte Access Economics, Australian Bureau of Statistics
Finance and insurance is recovering because the wider Australian economy is recovering.  There are a couple of vital factors influencing the medium-term outlook for the sector in particular.  One such development is the Federal government’s decision to opt for an increase in the superannuation guarantee from 9% to 12% over the coming decade.  While that lift in the superannuation guarantee will be slow, many families may respond by cutting other savings.  

However the net impact will be a lift in household and national saving which should provide a lift for the sector across the longer term.  The other driver here is an expected slower average rate of credit growth over the next decade.  That result is inevitable, as credit growth has been well in excess of income growth over a long period.  Slower credit growth will prove to be a net negative for the sector.

The property services sector covers real estate agents, architects, surveyors and the like.  The outlook for residential property services remains positive.  Strong population growth has helped to create a persistent undersupply of housing, placing upward pressure on housing prices.  That is a clear positive for much of the property sector, and especially for real estate agents.  However, the commercial property sector has been struggling to recover from its downturn, with banks still somewhat wary of lending to developers.  However, the latter should only be a temporary roadblock as strong jobs growth should result in a pick-up in office and retail construction.  That suggests the wider property services sector looks set for a solid recovery over the next handful of years.
The business services sector covers lawyers, accountants, tax accountants, advertisers, marketers and IT.  The sector benefited from rising national prosperity and the impact of deregulation in the 1990s, but activity slipped through the GFC.  Domestic recovery following the recent economic downturn has already fuelled matching gains in output in business services, which is again growing solidly.  That will fuel gains in base workload for this sector.  However, it is worth noting that the Federal government is trying to streamline the tax return process for many Australian taxpayers which would affect demand for some accounting services.

Chart 5.2 shows trends in skilled vacancies for major business services occupations.  Although the chart shows that the vacancy index has generally been trending down over the past decade, pockets of skill shortages may still remain.  Indeed, Business Skills Victoria have noted that accounting occupations are expected to experience critical skill shortages in 2011.
: Skilled Vacancy Index – Victorian business services industry
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Occupations in demand and critical skills shortages

There are many pathways to employment in business and property services (especially management) and one qualification may lead to a variety of occupations.  Business, finance and property qualifications are highly valued by the industry.  

The table below summarises advice provided by Business Skills Victoria on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Accounting
	

	Bookkeeping
	

	Customer contact centre workers
	

	Managers
	

	Administration officers
	

	Legal administration officers
	

	Project managers
	

	Waste management drivers
	

	Waste management operators
	

	Sustainability assessors
	

	Property developers
	

	Facility managers
	

	Security crowd control
	

	
	

	Occupations experiencing a critical skills shortage
	

	Accounting
	

	Waste management drivers
	

	Waste management operators
	

	Sustainability assessors
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Accounting

	
	Certificate IV in Financial Services (Accounting)

	
	Diploma of Accounting

	
	Adv. Diploma of Accounting

	Waste management drivers
	

	
	Certificate III in Asset Maintenance (Waste Management)

	
	Certificate IV in Asset Maintenance (Waste Management)

	Waste management operators

	
	Certificate III in Asset Maintenance (Waste Management)

	
	Certificate IV in Asset Maintenance (Waste Management)

	Sustainability assessors

	
	Certificate III in Asset Maintenance (Waste Management)

	
	Certificate IV in Asset Maintenance (Waste Management)

	
	Certificate IV in Home Sustainability Assessment


6 Community Services and Health

Coverage:  Children’s Services, Community Health, Community Support, Health Sciences and Acute Care, Medical Practitioners, OH&S Professionals, Other Health Professionals, Psychologists, Residential Aged Care and Home and Community Care, Nursing Professionals.
Specific industry and business cycle drivers:  Government policy (including subsidies), ageing of the general population, the rate of retirement and/or shifts to different occupations among nurses (affects gross demand for new workers), increased consumer awareness and expectation, extent and nature of government subsidies to child care and measures to promote workforce participation among mothers (affects child care demand).

Recent relative sectoral performance rating:  High

Expected relative sectoral performance rating: High
Summary of ITAB advice and consultation

There are several broad drivers of change and development, affecting both the demand and supply side of the industry.  These are:

· Demographic trends (demand side)

· Government policy, legislation and regulation (supply side)

· Staff recruitment, training and retention issues (supply side)

· Evolving service delivery models (supply side)

· Changing technology (supply side)

Government policy, legislation and regulation are an important driver of change in the industry.  The election of a new Victorian government at the end of 2010 may affect the general outlook for change drivers and developments through any changes that affect the services supplied by Health and Community Service organisations.  However, existing important policies and initiatives mentioned were:

· HACC Active Service Model

· Victorian Mental Health Reform Strategy 2009-2019

· Amphetamine Type Substances Strategy

· Towards a New Blueprint for Drug Treatment Services 2009-2013

· ‘Shaping the Future’: The Victorian mental health workforce strategy

· National Primary Health Strategy

· Primary Care Partnership Strategy

· Integrated Chronic Disease Management Guidelines

· Service Coordination Framework

· Improving Care for Older People: A policy for Health Services

· Health Independence Program Guidelines

· Victoria’s Cancer Action Plan

· Strengthening Palliative Care

· Rural Directions: For a stronger healthier Victoria (2009)

· COAG National Partnership on Closing the Gap in Indigenous Disadvantage

· The National Health and Hospitals Reform Agenda

· Clinical Placement Networks

· Positive Pathways for Victoria’s Vulnerable Young People

· A Better Place: Victorian Homelessness 2020 Strategy

· Supporting Parents, Supporting Children: A Victorian early parenting strategy

· Koori Alcohol Action Plan 2010-2020

· Victorian Aboriginal Suicide Prevention and Response Action Plan 2010-2015

· Department of Human Services One

Many of these initiatives will result in a general need for skills development in the sector.  Advice from the Community Services and Health Industry Training Board (CS&H ITB) suggests that the delivery of skills development needs arising from these initiatives and other drivers may be limited by the Victorian Training Guarantee (VTG).  That said, the Vocational Graduate Certificate in Health has recently been recognised as a higher qualification than a Bachelor degree, enabling a greater number of those wishing to undertake the qualification to be eligible under the VTG.

Specific skills sets will also be required as a result of these policies and initiatives.  New national standards and regulations for early childhood education and child care services are resulting in demand for the Diploma and Certificate III in Children’s Services.  Under the National Health and Hospitals Reform, a transition to casemix funding models will likely result in a greater reliance on the development of a clinical coding support workforce.  A resultant demand for qualifications in Certificate IV Training and Assessment would be anticipated.  Furthermore, Victorian government initiatives under COAG’s Closing the Gap in Indigenous Health Outcomes Strategy include support by the Department of Health for Aboriginal workers to undertake training.  Specific training qualifications in demand may include the Certificate III and IV in Aboriginal Primary Health Care and Indigenous Women’s and Babies Health Management.  These initiatives will also create more general skill requirements, such as cultural awareness, leadership, student supervision and hospital liaison skills for non-indigenous health care workers.

Several sectors within the health and community services industry are experiencing recruitment and retention difficulties, notably nursing, disability, allied health professionals, aged care, mental health, children’s services, and alcohol and other drug treatment.  These difficulties are particularly acute in the children’s services and child protection sectors.  Workers in these sectors often encounter stressful and confronting situations, which contributes to employee turnover.  The CS&H ITB notes that this has contributed to a growing skills shortage in child protection and children’s services workers.

This is also a particular challenge for the nursing profession, where the average age of workers is 43 years.  There will be an increasing demand for people qualified in nursing as the industry replaces ‘baby boomer’ nurses as they retire.  In addition, the national move to the Diploma of Nursing as the minimum requirement to practice as a nurse is expected to increase demand for the qualification.

Population demographics, particularly a growing population that is also ageing, will create greater and more complex demands on health and community services.  The aged care sector will experience some of the greatest exigencies as a result of these demographic shifts.  The demands for, and on, the allied health workforce will continue to grow, particularly in the residential aged care setting, as will the demand for nurses in all aged care settings.  It is already difficult to attract nurses to work in aged care due to issues such as pay discrepancy and increased workload.    An up-skilling of nurses along with the provision of better support from an assistant workforce could be expected to improve retention rates. 

As patients live longer they are more likely to suffer from increasing levels of chronic disease and co-morbidities, resulting in a growing need for holistic treatment.  This requires greater skills in population health principles and multidisciplinary work as well as specific skills in chronic disease management, dementia care, oral health and in facilitating groups.  

A focus on population health principles also links into technological change drivers, as there is a greater role for e-health in a multidisciplinary approach.  Evolving technology continues to change the way work is carried out, the range and nature of services provided, and the structure of the health and community industry.  The effects are most dramatic in sectors with requirements for high technical competency.  At a more general level, technology will influence models of patient care, including initiatives such as tele-health and telephone-based health coaching.  This will result in a greater demand for IT skills in the industry.
New models of service delivery are being developed to meet the changing needs of patients and these will drive changes in the structure of the health and community services workforce.  This change in service delivery models will likely require health professionals to undertake a greater supervisory role of the assistant and support workforce.  Competencies in supervision and management to support health professionals with this increase in supervisory roles may need to be considered.  The CS&H ITB expects that this will result in a need for multi-skilled support level workers who can assist a wide range of higher educated specialists.  This will contribute further to the general demand for a higher order of skills in the industry and will also result in a greater demand for supervision and assessment skills.  

Recent changes to service delivery models in particular sectors are already seeing changes in their workforce skill requirements.  For example, the mental health sector is responding to government issues such as the Mental Health Workforce Development Institute, revisions to the State Mental Health Act and new national standards for mental health services.  As a result, new service delivery models will include a focus on prevention, early intervention, recovery, social inclusion and dual diagnosis.  This will create a need for skills in service coordination, mentoring and support, goal centred planning and peer workforce development and supervision.

The CS&H ITB advised that green skills will be embedded as part of the training packages over the next 18 months.  In relation to regional skills, they advised that the shortage of professionals and allied health staff in regional areas is well documented and noted that some regional areas are taking the initiative in addressing regional skills needs, including Barwon South-West, Wangaratta and Mildura.

Industry outlook

The health and community services sector provides an essential service, and is generally not affected by cycles in the broader economy.  While there was a modest downturn in the health services sector in late 2008 and early 2009, it was far less pronounced than in other sectors of the economy.  Indeed, this sector’s output has been steadily increasing over the past two decades, helping it to carve out a gradual increase in its share of the Victorian economy.  Employment growth in the sector has also been solid in recent years, supported by an expansion of the aged care and broader health sectors.
The ageing of Australia’s population is a key factor underlying increases in health spending in the recent past, with that trend projected for the future.  The Australian government’s inter‑generational report projects that almost a quarter of Australia’s population will be over the age of 65 by 2047, compared with 14% in 2010 and 8% in 1971.

People over 65 consume far more health services than those of working age due to higher frequency of service use and the increasing complexity of health conditions as people grow older.  The combination of a larger number of more expensive treatments equates to much higher health expenditure in general.  

Income growth is also an important factor underlying demand for health services.  It is, in turn, a proxy for technological change and consumer expectations that grow as incomes grow, and also drive health services growth.  As a result, one of the fastest growing components of consumer spending has been health.  As people’s incomes rise, they devote an increasingly higher proportion of their income to health care.  

: Employment outlook – Victorian community services and health industry
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In recognition of this, the inter-generational report noted that non-demographic growth, rather than population growth or changes in the age structure of the population, had been the key driver of real health spending over the past two decades. The inter-generational report also expects that non-demographic factors will continue to generate significant cost pressure into the future.

Health care cost inflation has also been faster than the increase in broader prices in Australia in recent decades.  Developments such as the listing of new medications on the Pharmaceutical Benefits Scheme and greater use of diagnostic procedures are likely to be a key driver of health spending pressures – contributing three-quarters of the projected increase in health spending over coming decades.  These new medications and new medical technologies are likely to be expensive, and the willingness of the population to pay for them will influence increases in health spending. 

The Australian government announced a reform of the health, hospital, and aged care system in April 2010, and then these arrangements were refined in February 2011.  In general, the new arrangements provide for a greater role for the Federal government in the funding the nation’s health system in return for a number of health system reforms.  Victoria has repeatedly led changes in national health policy, and the Home and Community Care Program is an example of how Victoria’s arrangements with the National Health Reforms differ from other States.
Through 2011 and over the longer term, the outlook for the health and community services sector is underpinned by the positive outlook for the underlying demand drivers for this sector, which results in projected solid employment growth.

: Skilled Vacancy Index – Victorian community services and health industry
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Chart 6.2 above shows an index of skilled vacancies over time.  The chart shows that vacancy levels have declined since 2008 for both medical and nursing professionals.  Deloitte Access Economics expects the level of vacancies for both these occupations to lift in 2011 on the back of strong employment demand.

Occupations in demand and critical skills shortages

The table below summarises advice provided by the CS&H ITB on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Aged care workers 
	

	Enrolled nurses
	

	Children’s services workers
	

	Child protection workers
	

	Disability services workers
	

	Community care workers
	

	
	

	Occupations experiencing a critical skills shortage
	

	Aged care workers 
	

	Enrolled nurses
	

	Children’s services workers
	

	Child protection workers
	

	Disability services workers
	

	Community care workers
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Aged care workers 

	
	Certificate III – Aged care 

	
	Certificate III – Home and Community Care

	
	Certificate IV – Home and Community Care

	
	Certificate IV – Nursing

	
	Certificate IV – Allied Health Assistance

	
	Diploma – Nursing for (a) new entrants and (b) existing workers 

	Enrolled nurses 
	

	
	Certificate IV – Nursing

	
	Certificate IV – Allied Health Assistance

	
	Diploma – Nursing for (a) new entrants and (b) existing workers 

	Children’s services workers

	
	Certificate III – Children’s Services

	
	Diploma – Children’s Services (Early Childhood Education and Care)

	
	Diploma – Children’s Services (Outside School Hours Care)

	Child protection workers

	
	Vocational Graduate Certificate – Community Services Practice 
(Statutory child protection)

Certificate IV – Child, Youth and Family Intervention (Residential and out of home care)

Certificate IV – Child, Youth and Family Intervention (Child protection)

	
	Certificate IV – Child, Youth and Family Intervention (Family support)

	Disability services workers

	
	Certificate IV –  Disability 
Diploma – Disability
Advanced Diploma – Disability

	Community care workers

	
	Certificate IV – Community Service (Alcohol and other drugs)

	
	Certificate IV – Community Service (Mental health)

	
	Diploma – Community Service (Alcohol and other drugs)

	
	Diploma – Community Service (Mental health)

	
	Diploma – Community Service (Alcohol, other drugs and mental health)

	
	Diploma – Community Service (Case management)

	
	Diploma – Community Services Coordination

	
	Advanced Diploma – Community Sector Management

	
	Vocational Graduate Diploma – Community Sector Management


	
	Vocational Graduate Certificate in Community Services Practice 
(Client assessment and case management)


7 Culture and Recreation

Coverage: Arts and Design, Entertainment, Recreation, Shared – Culture and Recreation 

Specific industry and business cycle drivers: $A exchange rate, interest rates. petrol prices, extent of competition among domestic airlines, government spending (affects extent of staging of cultural events), and consumer spending.
Recent relative sectoral performance rating:  Below average

Expected relative sectoral performance rating:  Above average
Summary of ITAB advice and consultation

The Victorian culture and recreation industry training body (SkillsHub) noted the following change drivers and developments for skill needs in 2011: 

· Change in consumer demand, with an increase in online shopping and demand for interactive digital media to provide greater experience of products and services.  Trend toward more sustainable products and services (demand side)

· The rise of digital technology and the National Broadband Network (supply side)

· Award modernisation (supply side)

· Global economic impacts (supply side)

· Introduction of the Victorian Training Guarantee (supply side)

· Government initiatives in preventative health policy (supply side)

SkillsHub noted several overarching issues relating to the definition and measurement of the culture and recreation industry, which may have impacts on the analysis of industry skill needs.  The size of the industry and extent of its skill needs are hard to define due to the nature of its workforce, which is made up of a large number of contractors, freelancers and volunteers.  These are very important for the industry and certainly form part of the skill needs equation, but they may not be accurately measured as contributing to the industry workforce due to identification problems in the Census.  Furthermore, the innovation industries do not tend to correspond with definitions used by the ABS, again adding to the difficulty of measurement.  
In terms of skill needs for the culture and recreation industry, the importance of digital technology has been on the rise and the rollout of the National Broadband Network (NBN) will mean that associated skill needs are likely to become even more important.  These changes are driving demand for workers and skills predominantly in sectors that have close interaction with digital broadcasting media and the internet.  They are also leading to the emergence of new marketing, retailing and entertainment practices with skill implications of their own.  Examples of affected sectors include television, film, game design and other creative sectors where artists might promote themselves online.  

The use of digital technology has facilitated a broader range of available channels on television and on the radio, which in turn has driven a greater demand for local content, as confirmed by Screen Australia and Film Victoria.  As media networks require a broader range of content to fill their expanded channel capacity, there is a resulting gap in creative, design and innovation skills and a specific demand for qualifications in screen media, games, writing and publishing.  New technologies are also being used in the sports and recreation sector for the sale of memberships and to monitor the performance of clients.  As such, staff in this sector require greater skills in retailing, copyright and social marketing.  There is also an ongoing demand for camera technicians to work on live sports coverage.

The increased use of digital technology for broadcasting also naturally implies a requirement for more technical skills, including in digital production and post-production, digital recording and digital distribution, archiving and content management and in understanding copyright law.  One of the results of this trend has been an increase in interest in short courses and professional development in the use of digital technologies and in intellectual property management.  Generally the VET qualification frameworks don’t keep up with technological changes and, as a result, the industry tends to prefer training delivered outside RTOs.  The Australian Performing Right Association Limited / Australasian Mechanical Copyright Owners Society Limited runs a course in copyright and intellectual property, which is an example of non-accredited training that is popular with the industry.

Under new OH&S requirements, accredited safety officers are required at ‘high risk’ venues.  According to the industry however, current OH&S training is out of date and is not industry specific.  Due to the high cost to employers of providing this training to staff, there are still some unresolved issues in this area and the expected impact on the industry is not yet clear.  Moving forward, the industry is taking the lead on developing risk management systems (see screen industry and live production industry push for greater recognition of industry practice in Worksafe requirements) and integrating these into training, including work by the Victorian Outdoor Industry Taskforce to address risk in relation to training practices.  

As part of the award modernisation process, awards have been recently reviewed and fewer of these now exist.  Some sectors have reported concerns that the new awards may have adverse impacts.  For example, it is already difficult to attract and retain workers in the outdoor sector due to low pay rates and unclear prospects for career progression.  However, employers are reporting that they will be affected by the new awards as a result of higher staff costs.  In the long term, the industry could address these problems by providing HR and leadership skills, which will help employers to manage staff retention and will help provide a clearer career path for employees.  A new Sports and Recreation Training Package that addresses this need has been developed and is awaiting endorsement, for a possible release in February 2011.

Sectors that are heavily exposed to the global market through foreign exchange and investment, such as game design, publishing and the screen and entertainment sector, have been adversely affected as a result of the recent economic downturn or through increased international competition.  In general terms, economic pressures are creating a greater need for workers in the industry to have business skills such as production accounting, financial management, the ability to develop a business case, skills in concept development, project management and studio management.  Skills in online marketing tools, sales and customer service are also important as businesses turn to social marketing in order to engage with consumers.
Federal government tax offsets for television and film production have helped to dampen the effect of the economic slowdown on this sector, seeing the value of local production increase in 2009-10 to $731 million, up from $717 million in the previous financial year.  However, the games sector, which is largely export-focused, does not receive the same tax offset and is suffering due to adverse economic conditions abroad and a high Australian dollar.  The sector has responded by producing more entertainment products targeted at a local audience, though it is too early to say whether this strategy has been successful.

The publishing industry is affected as a result of increasing competition with online international companies.  At the moment there are no qualifications for the sector to help address this need, specifically those teaching skills in online sales and distribution, online marketing or events management.  A national Book Industry Strategy Group has been established by the Department of Innovation, Industry, Science and Research to address this problem.

The introduction of the Victorian Training Guarantee outlined new rules for eligibility to gain a government-subsidised training place, one of which is that only those applicants who are up‑skilling (undertaking a higher qualification than their highest completed qualification) are eligible.  This has had a mixed effect on the sectors within culture and recreation, with the cultural industries less able to benefit from recent reforms than the sport and recreation industry.  These reforms will continue to have impacts on the accumulation of skills in this industry throughout 2011.  

The up-skilling eligibility criteria for funded training under the VTG is particularly adverse for the cultural sector, where most of the workforce has higher education qualifications and so do not meet this requirement.  This has been particularly detrimental for writers and publishers who often have higher education qualifications but require additional VET qualifications to develop their technical skills.  The paid workforce in the sports and recreation sector has received some benefit from the VTG, as people generally enter this sector at a Certificate III or IV level, so there is greater scope to up-skill.  SkillsHub noted that many people working in both the culture and recreation sectors require adjunct skills in business, financial management, sales, customer service, leadership, governance, marketing and social marketing.  However, most in the culture sector and many in the recreation sector are not eligible to receive this training under the VTG.  

The VTG does little to address the need to fund training of volunteers across both sectors, which is a huge issue for the industry.  Volunteers make up 50% of the museum workforce and a large proportion of the workforce in the sports and recreation sector.  The training of volunteers could have a notable impact on productivity in the industry by embedding skills sets in the volunteer workforce.  However, there is no funding mechanism to train these volunteers. 

From 1 January 2011, apprenticeships and traineeships are available under the VTG and are exempt from up-skilling requirements.  Increasing the delivery of apprenticeships could help to ensure that technological skills are better developed among entrants to the cultural and creative sector.  At a federal level the Minister for the Arts has been advocating for apprenticeships and traineeships across the creative and cultural industries.  Traineeships and other accredited pathways are being considered as an alternative to the current standard pathway of volunteering to enter the industry.

The release of the Crawford Report into Australian Sport in 2009 has advanced the government’s Preventative Health Policy Agenda through its advocacy for reform targeting funding and greater participation in more mainstream and grassroots level sport.  The Australian Sports Commission also recently announced that funding for sport organisations would be contingent on their ability to attract participants.  In response to these developments, the creative and leisure sectors are attempting to forge partnerships with the health, education and government sectors to achieve the delivery of public health outcomes.  Tailored sports and recreation programs are also being developed to improve access for specific groups, such as diabetics and older Australians.

General business skills are required to meet these changing demands and include skills in preparing funding applications, business and program development, evaluation, customer service, marketing and social marketing, cross cultural awareness, community and cultural development, risk assessment and management, and OH&S.  There is an ongoing need for aqua instructors and fitness professionals who can work with people with medical conditions or special needs and there is a strong demand for people who can help deliver specialised programs such as early childhood and active ageing fitness programs.  The Diploma in Fitness provides a significant opportunity for the industry to better address the preventative health agenda.
SkillsHub has noted that changing consumer spending patterns are leading to increased competition for the discretionary spending of consumers across all creative and leisure sectors.   Social marketing is increasingly being used by fitness, sport and recreation providers to attract and retain members.  The industry has also created more opportunities for consumers to sample products before, or instead of, entering into lengthy memberships.  The emergence of Zumba fitness classes and their huge popularity is an example of how traditional forms of fitness, sport, art and entertainment are converging in response to consumer demands.  As a result of these trends, skills in marketing and communications, with a particular emphasis on social marketing, are required along with skills in distribution, contracts and sales across new web technologies and applications.
This issue of demand for sustainable products and services is an ongoing issue for the culture and recreation industry.  The demand for green skills starts with consumers, and is particularly driven by Generation Y.  Consumer demands are putting pressure on cultural and recreational facilities to have a sustainability policy in place.  Pressure is also coming from government, as organisations often need to address sustainability issues in order to receive government funding.  This has resulted in a demand for sustainability skills including business sustainability, risk assessment and risk management skills.  In response to these demands, new sustainability units have been incorporated into most training packages, but these skills should also be available as individual skills sets.

Industry outlook 
Growth in Australia’s recreational services sector has been driven by the broader structural trend of rising national income and high income elasticity of demand for recreational services.  Luxury spending, such as that on recreation, tends to rise with increases in income.  The strength of this driver is reflected through recreational services comprising an increasing share of Victorian output and employment over the past decade.

The industry was temporarily hit by the impact of the recent economic downturn on incomes and on the willingness to spend on luxuries.  That saw households and businesses pulling back on travelling and entertainment expenses.  The charts below show a notable drop-off in employment levels in 2010 as a result.  While this fall in the data may partly reflect statistical aberration, consumer and business spending has been weaker over the past couple of years and this has taken a toll.
The high level of the Australian dollar is also posing challenges for the sector, with overseas travellers giving Australia a wide berth and Australians more willing to holiday overseas.  This has been part of a longer term trend which is of concern.  Inbound travel to Australia has been flat for five years, while outbound continues to rise comfortably.  Indeed, the high level of the Australian dollar continues to hamper the sector’s recovery when domestic demand would otherwise see it performing more strongly.
The broader economy is recovering solidly with a very handsome rate of jobs growth over the past year, and that should translate into higher discretionary spending on recreational services over the medium term.  However, the consumer spending rebound may be more subdued than seen in times past.  
: Employment outlook – Victorian culture and recreation industry
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This view comes down to the impact of two important negatives.  First, interest rates are on the increase, and the outlook for business investment in the resources sector suggests they will rise further over the next year.  As the average family remains heavily indebted, that will restrain the usual rebound in consumer spending into the recovery.  Second, the longer term need to rebuild savings rates in Australia will also weigh on consumer spending growth going forward.

On the supply side, changes to the pathway to obtaining permanent residency in Australia may also prove a problem for recreational services.  Many employees in this sector are foreign students, so the current downturn in international student numbers may present a supply side problem.  New recreational facilities which are underway at present include the redevelopment of the Southbank Cultural Precinct, along with the upgrade to Melbourne Park.

After a fall in employment in 2010, the culture and recreation sector is expected to see a rebound in employment growth in 2011, followed by more modest growth in 2012 (see the charts above).
Occupations in demand and critical skills shortages

The table below summarises advice provided by SkillsHub on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Outdoor Adventure Instructors
	

	Aqua Instructors (Swimming Coaches or Instructors)
	

	Sport Umpire and Other Sports Officials
	

	Digital Broadcast Technicians
	

	Camera Operators (particularly Focus Pullers)
	

	Games Designers
	

	Digital Archivists and Content Managers
	

	Piano Tuners
	

	Private Teachers/Tutors (in art, drama, dance and music)
	

	
	

	Occupations experiencing a critical skills shortage
	

	Outdoor Adventure Instructors
	

	Digital Broadcast Technicians
	

	Games Designers
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Outdoor Adventure Instructors

	
	Certificate IV – Outdoor Recreation

	
	Diploma – Outdoor Recreation

	
	Graduate Vocational Certificate – Outdoor Leadership

	
	Graduate Diploma – Outdoor Leadership

	Digital Broadcast Technicians

	
	Certificate IV – Screen Media

	
	Diploma – Screen Media

	
	Advanced Diploma – Screen Media

	
	Certificate IV – Broadcast Technology

	
	Diploma – Interactive Digital Media

	Games Designers

	
	Advanced Diploma of Creative Product Development

	
	Diploma of Interactive Digital Media


8 Electro-technology and Communications

Coverage:  Communications, Electrical and Electronics, Information Technology, Printing, Gas – transmission, Rail Traction, Renewable Energy. 
Specific industry and business cycle drivers:  Pace of technological advance (may boost demand for the sector, but may also be labour saving), extent of offshoring, the $A.

Recent performance rating:  Average

Expected relative sectoral performance rating:  Average

Summary of ITAB advice and consultation

The Electrotechnology, Printing, Information Technology and Communications Industry Training Board (EPICITB) identified a number of key change drivers for the industry in 2011.  They include: 

· Renewable technology and green skills (demand side)

· National Broadband Network (demand side)

· Skill shortages (supply side)
· Ageing workforce (supply side)

These factors are expected to affect a range of sectors covered by EPICITB.

The impact of skill shortages is being felt most significantly in the rail sector, where a lack of engineers in signalling and infrastructure occupations, network controllers, technical workers, track workers and maintenance workers is becoming critical.  The causes of the skill shortages are varied, and include industry-specific growth, the structure and image of the industry, and issues of workforce ageing.  

The issue of skill shortages in the rail industry was the subject of a Victorian Parliamentary Inquiry in 2010.  The final report of that inquiry estimates that there is a potential requirement for an additional 72 engineers, 150 tradespeople and 140 operational staff in the Victorian rail industry each year over the next five years.  The VTG provides the mechanism for this training to be implemented.  EPICITB believes that it is crucial that the recommendations of this inquiry are now implemented, including through additional apprentice places and more trainers within the VET sector.  The Industry Experts as Teachers program already assists with placing experienced industry personnel as trainers within RTOs.  More also needs to be done to improve the image of the rail industry in order to attract more young people into rail occupations, particularly given the lead time of around 4 – 6 years from training to on-the-job competency for rail engineers.

Skill shortages are also an issue in other sectors such as electricity supply.  There is a shortage in certain occupations such as electrical lineworker.  EPICITB has implemented a program designed to shorten the lead time to gain qualified lineworkers by training electricians to become lineworkers.  The program had only modest take up in 2010 due to the relatively high wages to be paid to electricians undertaking training.  The program is being continued in 2011, however, with expectations of greater interest.

In the telecommunications industry, skill shortages have arisen due to workforce ageing, a loss of staff to other work areas and an industry image problem with young people not being attracted to telecommunications technical careers.  These issues are more prevalent regionally, with difficulties in attracting skilled staff to regional areas reported, partly due to generally superior salaries and conditions in metropolitan areas.  In addition, niche occupations such as armature winders and binder and finishers and also experiencing skill shortages.  A general lack of awareness of these roles and the perception of poor career opportunities is a contributing factor in relation to these occupations. 

Renewable technology and green skills continue to drive change across a number of sectors covered by EPICITB.  The roll out of smart metering for monitoring electricity use is continuing, supporting demand for basic metering training and qualifications.  

The electrotechnology sector is adapting to the growing requirements for green skills and the continued emergence of renewable technologies.  EPICITB advises that the industry has embraced the concept of a green electrician, with units of competency in green skills already developed for inclusion in relevant training packages.  The growing wind energy industry is requiring new skills, including for the installation of wind turbines.  Wind energy competencies have been developed for inclusion in the Electrotechnology Training Package for implementation in 2011.

Related issues are also expected to affect the printing sector.  The printing industry has been aiming to improve sustainability and reduce the impact of its operations on the environment.  That is underpinning demand for continued environmental sustainability training for businesses and employees.  The print sector is also trying to incorporate new technologies in order to improve the competitiveness of the industry relative to other news and entertainment mediums.  New and emerging print technologies were included in the enhancement of the Printing and Graphic Arts Training Package, and a strong take up of these and other digital qualifications within the package is expected.

The problems of an ageing workforce continue to contribute to skill shortages and other labour supply issues within a number of sectors, most notably the gas sector.  Industry has acknowledged the need to recruit new entrants into the Victorian gas sector, and new government investment in natural gas pipelines in Victoria will see this demand grow.  The difficulty faced in attracting young school-leavers into occupations within the gas sector is exacerbating the issue.  Other sectors with a history of prior public ownership, such as electricity supply, telecommunications and rail, are also suffering from similar ageing issues stemming from a period of low recruitment following privatisation.  

The National Broadband Network remains an important change driver in 2011.  The project, which will connect a fibre-to-the-premises broadband network to 90% of homes and businesses around Australia, will require a significant labour force.  Efforts are currently underway to quantify the required workers and identify the specific skills which will be needed.  EPICITB reports that industry recognises the need for recruitment and training to meet this demand, particularly given that the pool of existing workers is currently shrinking.

There are a number of critical skill requirements within the telecommunications sector, including in data and cabling communications, network planning for telecommunications carriers, computer and telephony integration and digital reception.  EPICITB reports that the skill shortages across the telecommunications sector would be evident even without the demand generated by the National Broadband Network.

Regionally, many of the skill shortage issues faced across these sectors are more acute.  Additional incentives are being provided in the telecommunications sector to support training for upgrade activities, while in electricity supply, line maintenance in regional areas is increasingly being carried out by personnel from Melbourne.

Industry outlook 
This industry encompasses the provision of a number of household services, including communications and utilities such as electricity and gas transmission.  Other sectors include IT, printing, rail traction (which covers Melbourne’s trams and electrified rail lines) and renewable energy.  Over the long term drivers of growth in this area include population growth, technological developments and, for renewable energy, climate change policy. 
Population growth in Victoria has been strong.  Although growth is forecast to remain solid over the short term, a declining level of net overseas migration (led by fewer international students) may serve to soften this trend.  Population growth is a key driver of demand for all services covered by this industry, with more households requiring connections for electricity, gas, phone and internet.  Higher population numbers also encourage greater investment in and greater use of Melbourne’s public transport infrastructure.
The rate of technological innovation can also drive demand in the sector, particularly for IT, communications and electronic printing of software, movies, video, music and broadcasting.  Continued innovation will ensure that these services become an increasingly important component of household and business spending on communication, entertainment and work‑related purposes.  This will result in the industry taking on an increasing share of the Victorian economy, though not necessarily an increasing share of overall Victorian employment.

: Employment outlook – Victorian electro-technology and communications industry
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The direction of climate change policy remains uncertain, especially under minority government.  Targets for the generation of renewable energy are driving some investment in the renewable energy sector, but energy from renewable sources currently makes up just 4% of Victoria’s energy consumption.  The finalisation of a policy on climate change and a carbon price may see an expansion of activity in this sector, although that will depend on how cost‑effective renewable energy can become relative to other forms of emissions abatement.

: Skilled Vacancy Index – Victorian electro-technology and communications industry
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Chart 8.2 shows that skilled vacancies for electrical and electronics tradespersons stabilised in 2010, as measured by DEEWR’s Skilled Vacancy Index.  The advice in this report suggests that skilled vacancies for these occupations will lift in 2011 as a result of strong employment demand.

In the short term, this industry is affected by changes in demand resulting from prevailing economic conditions which saw shrinking sales and employment during the recent downturn.  As both consumer and business confidence is restored, the industry should see a commensurate upswing in demand resulting in likely short term gains and a solid base for expansion over the next decade.  On top of that, the NBN would add to employment requirements.
Occupations in demand and critical skills shortages

The table below summarises advice provided by EPICITB on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Electrical lineworker
	

	Engineer (rail sector) / Network controllers / Track workers
	

	Telecommunications technical officers
	

	Binder and finisher
	

	Armature winding
	

	Teachers in electrotechnology, electricity supply and gas
	

	Air conditioning/refrigeration mechanic
	

	Cabler and telecommunications linesworker
	

	Instrumentation technician
	

	Electrical inspectors
	

	
	

	Occupations experiencing a critical skills shortage
	

	Electrical lineworker
	

	Electrical engineer (rail sector) / Network controllers / Track workers
	

	Telecommunications technical officers
	

	Binder and finisher
	

	Armature winding
	

	Teachers in electrotechnology, electricity supply and gas
	

	Air conditioning/refrigeration mechanic
	

	Cabler and telecommunications linesworker
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Electrical lineworker

	
	Certificate III in ESI – Distribution 

	Engineer (rail sector) / Network controllers / Track workers

	
	Certificate III in ESI – Rail traction

	
	Certificate IV in ESI – Substation

	
	Certificate IV in ESI – Power Systems

	
	Certificate IV in ESI – Network Infrastructure

	
	Diploma of ESI – Power Systems (System operations)

	
	Advanced Diploma of ESI – Power Systems

	Telecommunications technical officers

	
	Certificate III in Telecommunications

	
	Certificate III in Access and Associated Services

	
	Certificate III in Data and Voice Communications

	
	Certificate IV in Telecommunications

	Binder and finisher

	
	Certificate III in Printing and Graphic Arts (Print finishing)

	
	Certificate IV in Printing and Graphic Arts (Print finishing)

	Armature winding

	
	Certificate III in Electrical Machine Repair

	Teachers in electrotechnology, electricity supply and gas

	
	Certificate IV in Training and Assessment

	Air conditioning/refrigeration mechanic

	
	Certificate II in Air Conditioning Split Systems

	
	Certificate III in Refrigeration and Air Conditioning

	
	Certificate IV in Refrigeration and Air Conditioning

	Cabler and telecommunications linesworker

	
	Certificate III in Data and Voice Communications

	
	Certificate IV in Electrical – Data and Voice Communications


9 Food Processing

Coverage: Baking, Dairy, General, Meat, Milling and Confection, Wine and Other Beverages, Pharmaceuticals.  
Specific industry and business cycle drivers: The $A, competition from New Zealand producers (affects the degree of imports), FSANZ regulatory burden.  Trend towards more ready prepared meals/less preparation from fresh ingredients.  Economic developments in markets which buy live Australian animal exports.
Recent relative sectoral performance rating:  Below average
Expected relative sectoral performance rating:  Average
Summary of ITAB advice and consultation

The food processing industry has recently undertaken changes to the food processing training package (FDF), with the FDF10 training package endorsed in October 2010.  The new training package features greater flexibility, such as the inclusion of electives from competitive manufacturing and other training packages of relevance for the sector.  Further developments include new qualifications (Certificate IV and Diploma) in Food Science and Technology.  These qualifications will be based on existing Victorian programs and will be released later in 2011.  These sorts of industry specific skills may complement existing higher degree experience held by potential staff which companies are seeking as part of a changing industrial landscape.  As part of the general outlook, once changes to the FDF10 training package are complete, the Victorian Food Industry Training Board (VFITB) expects to see a higher take up of qualifications under the FDF10.

The VFITB has collaborated with industry to create two new specialist qualifications for the food processing sector.  In 2009 and 2010 the Vocational Graduate Certificate and Diploma of Food Industry Management qualifications were devised, with the Graduate Certificate currently being delivered in the dairy sector.  Previous research identified a lack of food processing education and training at the experienced middle and senior management level, including by those holding higher education qualifications and those with VET qualifications.  The accreditation of new General Foods units to match the current dairy and confectionery sector units is expected to assist a broader range of industries in supporting personnel to complete these studies.  Both qualifications are designed to be project based with significant support from employers.

The VFITB noted that a large proportion of training in the food processing industry occurs in house.  Companies use a range of government and private providers to train food processing workers on site and utilise the federal government traineeship incentive payments to offset the cost of taking staff off production lines to deliver training.  Some companies find their customers, particularly in the export sector, prefer to see training delivered and assessed by a third party, as opposed to in house training.  Many other companies, particularly large multinational companies that have detailed training products and resources, choose to not use the formal VET sector, and use in house training programs for process workers and supervisors.

The VFITB also identified several change drivers and developments, most of which will affect the supply outlook for the industry.  These are:

· A strong Australian dollar (demand side)

· Changing consumer preferences (demand side)

· New national meat inspection regulations (supply side)

· Rising retail industry quality standards (supply side)

· Increasingly ethnically diverse workforce (supply side)

· Changing technology (supply side)

The Australian Quarantine and Inspection Service (AQIS) is changing the protocols for the inspection of meat for export.  Under the new regulations, companies will be able to perform the compulsory meat inspections in-house, where it was previously done by external AQIS inspectors.  Roughly one quarter of the current AQIS inspectors will be required as AQIS’s focus shifts to a risk management role after the changes take effect.  As a result, companies in the meat export sector will need to employ staff with training in meat inspection.  As the in-house inspection role is not likely to receive as high a salary as the AQIS inspectors currently do, it is unlikely these AQIS staff will be picked up by the food processing industry.  Hence there is likely to be a strong demand for Certificates III and IV in Meat Safety in 2011.

There has been a recent reversal of the trend towards a separation of the meat butchering and packaging components of the meat retail trade.  As supermarkets take on a greater market share of the meat retail trade, their different approach to management of the supply chain had previously affected training of staff in the sector.  The removal of breaking up carcasses as a compulsory unit in the meat training package was an earlier reflection of this trend.  

However in Victoria there is evidence of a reversal and an emphasis on recruitment and training of apprentice butchers more recently.  Some major supermarket stores which had been converted to remove the butchers department are reverting back, reflecting changing consumer preferences and a desire to talk to butchers and see in to an open look meat department.  Woolworths and Coles continue to have a strong commitment to training and are completing the Certificate III Meat Retailing apprenticeship. 

There is, however, a shortage of retail butchers overall as local butchers have retired and the number of strip butchers shops has diminished (partly due to the competition of supermarkets).  The shortage is compounded by the lack of new apprentices via this traditional small business sector and retirements.

Customer quality, food safety and ethical standards in the food processing industry are rising, placing a higher emphasis on quality and food safety standards.  In order to meet these standards, firms must undertake formal processes to ensure proper food safety processes.  For example, issues such as the potential presence of nuts in the production line and ensuring the suitable labelling of products need to be considered.  Generally, high customer quality standards are a competitive advantage for Australian companies for both the domestic and export market.  An increasing emphasis on this aspect of food production is likely to result in an increase in demand for both formal and informal training.

The food processing industry is investing in new plant and equipment, with more advanced technology, in order to reduce production costs and remain competitive in the global market.  The need to up-skill existing staff with higher order operator skills may result in a shift towards formal training in this industry as workers take advantage of the Victorian Training Guarantee.  As an example, cold pasteurisation is a new technology that may have advantages over traditional pasteurisation as it is more efficient in terms of its use of other inputs (e.g. water and energy) and in terms of the product it delivers (as it retains more flavour and nutrients).  A company taking on this technology requires more highly trained staff to operate the new equipment.

The high Australian dollar has been putting pressure on firms in the industry, as it exacerbates existing difficulties for competitiveness with food processing abroad.  As a result of these pressures on company margins, competitive (or ‘lean’) manufacturing skills are in demand.  These are not a compulsory part of the FDF training package, but may be undertaken as a stand-alone course or as an elective.  The new training package encourages greater flexibility to select electives.

The VFITB reported that food processing companies are taking on a more ethnically and linguistically diverse workforce, which has implications for training.  Firms will need to bridge gaps in language and, in some cases, numeracy and literacy skills.  As such, training in foundation level skills is important, and is available through the VTG.  Adequate OH&S signage is an example of an issue that may need to be addressed as a result of a more linguistically diverse workforce.  OH&S signage in the workplace needs to be communicated with all staff, and where staff lack English language skills this must be addressed by providing signage in different languages, training staff to read signage in English or a combination of both.

Consumers are increasingly looking to purchase more sophisticated, healthy and sustainable products, placing demands on both staff and production equipment.  Not only are higher order Food Science and Technology qualifications required for product development to meet this demand, but higher order operator qualifications are also required for staff to operate more sophisticated equipment.  The new post-trade Certificate IV in Advanced Baking will be finalised for delivery in late 2011 or 2012 and will provide an opportunity for up-skilling in technical and environmental expertise and business productivity.

Retention is also a significant issue, particularly across bakery occupations.  The hours typically worked by bakery staff, including very early starts, weekend work, and low apprentice and trade award salaries make it difficult to retain young workers.  Indeed, VFITB notes that skill shortages present across bakery occupations is due to the lack of retention of young staff rather than attracting individuals to vacancies.

The food processing industry has incorporated green skills into the new FDF and meat training packages as part of the national requirement for all VET qualifications through the inclusion of training in sustainability.  Further action in this area is unlikely until a firm policy direction regarding carbon pricing is known, at which point there are likely to be significant developments.

The two biggest areas of difficulty for regional skills in the food processing industry are for Bakers and Abattoir Workers.  Between 40 and 45% of people employed in these sectors are located in regional Victoria.  However access to training is logistically difficult due to thin markets.  Online learning is not a popular solution to this problem, as training in this industry often needs to be customised to individual processing plants and operating procedures, and is therefore costly to write.  The unmet delivery of training to regional areas represents a significant skill need.  There are examples of companies in regional areas looking to deliver joint food safety training as a cost effective delivery method.

Given these issues in food processing workforce development the VFITB is initiating an informal network of training managers in this sector. This initiative was an outcome of the 2010 Up-skilling Food Operators project, funded by the VSC Manufacturing Taskforce. The degree of change and the breadth of issues affecting productivity and product quality have raised expectations on skills and workplace culture in the industry, and the role of training to improve them.  This network will provide industry professionals with an opportunity to share good practice and experiences.

Industry outlook

The general trend for the food processing industry is one of consolidation and increased competition from abroad, suggesting that, over the longer term, employment numbers are likely to fall.  Indeed, the level of employment in the sector has fallen over the past two years.  In the short term however, local weather conditions for farming and the value of the $A are perhaps the two most important factors in determining the outlook.
The east coast of Australia has seen a wet spring and summer this year.  While flooding has devastated some areas of Victoria’s agricultural production, the wetter conditions have been generally good news for farmers and also for the food processing industry, which tends to cycle with agriculture and the amount of domestic production available as inputs.  
The Murray Darling basin has seen much needed water inflows, and water storage is back at levels not seen since before the 2002-03 drought.  This will flow through to the food processing sectors that rely on inputs from the basin’s livestock, dairy, grain and horticulture production.  The latter two are more likely to see short-term gains for sectors such as baking and wine and other beverages (as inputs for products like bread, beer and juice) whereas the dairy and meat sectors won’t necessarily see gains immediately as livestock and dairy farmers may take the opportunity of better rains to build up herd numbers again.  This will flow through with benefits in the medium term but may limit gains in the short term.

The international market is also important for the food processing industry.  In some sectors, world prices for necessary inputs will have a substantial effect on production costs.  Sugar prices remain relatively high (pushed higher still in the aftermath of cyclone Yasi) and this will keep input costs for milling and confectionery relatively high.  In other cases, it is weak global prices that are the problem, such as for the export of Australian wine.  The tobacco manufacturing sector also continues to falter, as domestic tobacco sales steadily decline.  Recent government actions including a hike in the tax on cigarettes and the proposal for plain cigarette packaging will serve to solidify this decline.

: Employment outlook – Victorian food processing industry
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The high $A will also affect the food processing sector and is likely to stifle growth in the short term, making Australian exports less attractive abroad and providing imported food products with a competitive advantage domestically.
Overall, the outlook for the food processing industry is modest.  This is because the positive effects of recent rainfall are unlikely to remain strong, but competition from overseas is likely to do so (even though we expect the $A to subside in value after 2011).  Deloitte Access Economics forecasts that employment in the food processing sector will show modest growth over the next few years.

: Skilled Vacancy Index – Victorian food processing industry
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Occupations in demand and critical skills shortages
The table below summarises advice provided by the VFITB on occupations which it expects will be in high demand in 2011.  No occupations were considered to be critical skills shortages, according to the Skills Victoria definition.  However, the VFITB noted that, from a social capital perspective, Bakers and Pastry cooks are in critical shortage as a lack of people with these skills may be forcing the closure of bakeries in small regional towns.

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Bakers
	

	Pastry cooks
	

	Butchers – retail, slaughterers, boners/slicers
	

	Meat inspectors
	


10 Forestry

Coverage: Forest growing and management, harvesting and haulage, sawmilling and processing, timber product manufacturing, wood panel/board production, pulp and paper manufacturing, timber merchandising.

Specific industry and business cycle drivers: the Australian dollar, Free Trade Agreements, climatic conditions and natural disasters, sustainability policy, tax provisions, housing construction cycle.

Recent relative sectoral performance rating: Below average

Expected relative sectoral performance rating:  Below average
Summary of ITAB advice and consultation

Advice from ForestWorks is the following key change drivers and developments will shape the industry in 2011 and beyond:
· Competition from imported goods and services (demand side)
· Recommendations of the Victorian Bushfires Royal Commission (demand side)

· Importance of resource supply (demand side)

· Increased skill requirements in carbon accounting and forest carbon (demand side)

· Sustainable timber certifications (demand side/supply side)

· Bluegum harvest cycle in the Victorian Green Triangle Region (supply side)

· Victorian social housing initiatives (supply side)

· Continued restructuring of Victorian sawmills (supply side) 

Harvesting of Bluegum in Victoria’s South West is about to commence, and will be on-going for the next 7-10 years.  Demand for mechanical harvesting operators is high, with 1.2 million metric tonnes to be harvested each year once at full capacity.  

The complexity here is the nature of the skill set, which is not easily trained without access to the equipment that is used in the harvesting process.  The training implication is the need to breach the divide between training providers and business – who typically won’t make the investment in training or provide access to equipment – in order to ensure the volume of workers required are trained. 

Unmet demand for housing in Victoria – in particular social housing – is expected to translate to strong demand for Victorian timber and related products in 2011.  Solutions to a shortage of social housing are high on the political agenda at present – at local, state and Federal government levels – and are likely to result in support for new housing developments in the short to medium term.

In occupational terms, this will be felt from harvest and haulage right through to frame and truss estimators and detailers.  ForestWorks reports approximately 70% of Victorian softwood timber industry output is driven by new housing starts, with the remainder meeting the demand of renovators. 

The recognition of timber as a sustainable building product has a two-dimensional impact on industry skill need:  

· Consumer demands have created roles in the industry for persons who can certify the ‘Chain of Custody’ of timber products at various points in the supply chain.  These roles require basic record keeping skills through to detailed timber product knowledge and system design skills.  The precise definition of this skill set is a priority for ForestWorks in 2011 – it is likely an explicit ‘regulatory requirements’ unit would be included and would need to be rolled out more broadly to many existing qualification holders.

· Increased recognition of timber as a sustainable building product is likely to see its increased use in building projects that include sustainability measures in their procurement criteria.  For example, social housing policy in Victoria has recently recognised timber as a sustainable product.

Increased timber content in new buildings will also encourage an expansion in private plantations.  In order to establish and maintain these plantations, there will be demand for forest technicians, forest land managers, tree planters and silviculturists.  Low numbers of enrolments in the Diploma of Forest and Forest Products could be a barrier to this growth. 
The sector continues to faces strong competition from imported goods and services produced in developing countries – given the highly valued $A.  Price is a key factor in timber purchasing, and as such imported products continue to capture market share and add pressure to the viability of Victorian timber mills and timber product manufacturers.  Indeed in December Gunns Timber Mill in Alexandra confirmed it would cease operations and over 40 jobs would be lost – citing the increasing cost of sawlogs and the high $A as the primary reasons
.
Efficiency gains in the production process are required to maintain business and employment prospects.  However, this puts many businesses in an untenable position, where the capital investment payback period is too long (and therefore risky) to justify the investment, though without the investment the business is not competitive enough to survive.  ForestWorks argues that the dumping of timber products in Australia is also having a similar effect across the pulp and paper, timber flooring and truss and frame sectors.  

In a similar vein, continued poor returns from the Managed Investment Scheme model leads the forestry industry to believe around 40% of these plantations will not be replaced after their first harvest.  Harvesting of these plantations will peak over the next 3-4 years, implying the possibility of some short term skill shortages, though perhaps a long term reduction in the supply of these positions.

These circumstances are compounding the need for the ongoing restructure of Victorian sawmills, and imply a long term reduction in the supply of positions for workers in these areas.  However, there have been some new employment opportunities from these restructures, with Carter Holt Harvey committing to establish a new ‘world class’ mill for wood panel products at its existing Myrtleford site in early 2011
. 

The key training implication of the decline of regional sawmills and other forestry operations is the need for RTOs to access these individuals (in regional Victoria) and re-train them for an area of the industry that is in skill shortage – should they wish to remain in the industry.  The industry is typified by long churn periods between employment, given low levels of labour force mobility (relating to family, school and housing affordability issues in regional Victoria).  Labour force mobility is a key interrelated issue to skill shortages in the industry, beyond training arrangements.

Finally, a key recommendation of the Victorian Bushfires Royal Commission was that annual fuel reduction efforts increase to cover 5% of Victorian public land (from 1.7%).  This creates a huge impost on public land managers in Victoria, which will inevitably translate to the increased contracting of skilled planners, supervisors and machine operators for these works – the planning element will likely require forest technicians.  Ultimately, training in fire prevention and response must now be a critical element of training for the entire Victorian forest operations workforce.

ForestWorks note that sustainability skills are embedded into the Victorian forestry industry, in particular the industry is waiting for the introduction of a price on carbon.  In 2011 ForestWorks will be developing standards for these skills as they will apply to the forestry training package.

Identification of the skill needs for innovation and high value add activities across the industry are a priority for ForestWorks given:

· the views expressed in the Victorian Timber Industry Strategy 2009;

· innovation required to meet new timber products for new and emerging market places; and   

· the University of Ballarat’s efforts to expand their research into woody bio mass as an alternative energy source – they are aiming to produce a resource kit for companies considering venturing into this space.
Industry outlook

Australian forestry producers were heavily affected by the global economic downturn.  In Victoria, establishment of new forestry plantations were down 71% in 2009 relative to 2008, and total log harvest was down 4% in 2008-09 relative to 2007-08.  The production decline helps to explain the employment decline seen in recent years, and projected to continue over the short term.

Much of this fall in output stems from a downturn in Japanese demand for Australian woodchips, which alone account for almost 43% of Australian forestry export earnings.  Although in recent years a rising share of Australian woodchips have been shipped to China, the industry is still heavily dependent on the ailing Japanese market – in the last quarter of 2009, some 86% of hardwood chips and all softwood chips were shipped to Japan.  At the Victorian level, woodchips have historically accounted for between 70 and 80% of forestry exports.

After a difficult period, it appears that the Japanese paper industry is gradually emerging from the global economic downturn.  Imports of woodchips in the first half of 2010 were almost back to pre-crisis levels.  While State-level data is relatively limited, information from the Australian Bureau of Agricultural and Resource Economics does suggest a revival.  Victoria’s total woodchip exports in the December quarter of 2009 were still 36% lower than a year earlier, but were 89% higher than in the September quarter.
Plans for the expansion of woodchip export facilities at the Port of Portland, which are projected to increase the woodchip handling capacity by up to four times, also bode well for the near term outlook on forestry exports.  
: Employment outlook – Victorian forestry industry
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In addition, the Victorian Green Triangle Region consists almost entirely of plantation hardwood, which may give the region’s woodchip exports a competitive advantage over Tasmania.  
On the domestic front, Victorian dwelling approvals, a key leading indicator of the demand for sawn timber, have increased sharply since mid 2009, which bodes well for domestic timber demand in the near term.

The strength of the Australian dollar makes imports relatively cheaper right across the economy and forestry is no different.  However, it should be noted that for most forestry products, Australia is fairly self sufficient: domestic production of sawn wood accounts for about 95% of consumption, and for most wood based panel products Australia is a net exporter.  
Therefore, a rising Australian dollar, though it will certainly make imports cheaper, is unlikely to have a significant effect on most domestic producers.  Notable exceptions are the markets for plywood and printing and writing paper, where domestic production accounts for only 45% and 42% respectively of total consumption.  In these markets imports are more likely to make significant inroads as a result of the strong dollar, and the weak employment outlook presented here reflects those inroads.
All in all, the Victorian forestry sector is facing some challenges going forward, led by a strong $A and continued reliance on the Asian market, who are facing their own economic challenges (also including currency appreciation).  On the positive side, domestic demand for sawn timber is strong, and the latest import data from Japan appears positive.  Another potential positive, in the medium to longer term, is the eventual implementation of a carbon price.  While treatment of forestry in any future climate change policy is unclear at this stage, the ability to generate offsets from carbon sequestration could provide a further boost to the industry.

Occupations in demand and critical skills shortages

Approximately 20-30 frame and truss estimators and detailers at the Certificate IV to Diploma level are required immediately, to reduce the reliance on off-shore companies for this value‑add.  These qualifications are new and have recently been AQF endorsed – expectations are they will be well received by industry.

Critically: in order to meet the harvesting needs in Victoria’s Green Triangle Region; support the delivery of Victoria’s unmet housing need; meet the demands of the sustainable-resource conscious consumer; and ensure the adequate reduction of fire risk on Victorian public lands; forest land managers, forest technicians and mechanical harvesting operators are urgently required across many areas of the State, in particular Central, East Gippsland, North East and East West regions.

The Australian Government Skilled Occupations List references forester as the only forestry occupation in demand as at September 2010, while there are no references to any forestry occupations in the Victorian Skill Shortage List produced by DEEWR at June 2010.  The table below summarises advice provided by ForestWorks on occupations which it expects will be in high demand over the next year and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Forest land manager* 
	

	Forest technician*
	

	Tree planter
	

	Mechanical harvesting operator*
	

	Frame and truss estimators and detailer
	

	Saw doctor
	

	Wood machinist
	

	Occupations experiencing a critical skills shortage
	

	Forest land manager* 
	

	Forest technician* 
	

	Mechanical harvest operator*
	

	Frame and truss estimators and detailer
	


* Denotes with strong skills in minimising the impact of fire and drought
The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Land manager managers

	
	Certificate III to Diploma – Forest Growing & Management

	
	Certificate IV – Forest Growing & Management

	
	Diploma – Forest Growing & Management

	
	Diploma – Forest & Forest Products

	Mechanical harvest operators

	
	Certificate III – Harvest & Haulage

	
	Certificate IV – Forest Operations

	
	Diploma – Forest Operations

	Estimators and detailers:

	
	Certificate III – Production & Estimating

	
	Certificate IV – Timber Truss & Frame Design

	
	Diploma – Timber Truss & Frame Design

	Forest technicians:

	
	Diploma to Advanced Diploma – Forest Growing & Management 

	
	Advanced Diploma – Forest Growing & Management

	
	Diploma – Timber Processing 


11 Furnishing

Coverage: Cabinet and furniture making, furniture polishing, picture framing, glass and glazing, soft furnishings and upholstery, kitchen and bathroom manufacturing, floor covering and finishing, mattress manufacturing, toy and sporting goods manufacturing, laundry and dry cleaning.

Specific industry and business cycle drivers: the $A, sustainability policy, COAG reform agenda, housing construction cycle.

Recent relative sectoral performance rating:  Low

Expected relative sectoral performance rating:  Low
Summary of ITAB advice and consultation

Advice from Furnitac is the following key change drivers and developments will shape the industry in 2011 and beyond:

· Competition from imported goods (demand side)
· Implementation of trades licensing (demand side)

· Minimum energy rating in new residences (demand side)
· Environmental concerns (supply side/demand side)
· Ageing workforce and retention issues (supply side)

Macro factors are said to affect this industry far greater than micro issues.  The most notable of these factors is the exposure of local employment in furnishings to movements in the $A.
Australian furnishings typically compete on quality rather than price.  However, as the variation in price between locally produced and imported goods increases with the strong $A, consumers will typically be less willing to pay the difference.  As evidence of this, Australian price-point retailers are capturing greater market share at the same time as they increase import content in stores.   

In order to remain viable, Australian furnishing manufacturers will need to: 

· consider investing in new equipment to reduce production costs;

· lobby for mandatory minimum standards in product quality; 

· raise awareness among consumers of the impact of illegally logged and/or inferior products; and/or,

· consider off-shoring elements of the production process.

The degree to which the many small businesses that characterise the industry can affect these changes is unclear, which paints an uncertain future for employment in the sector.

Furthermore, reduced access to Tasmanian hardwood supplies – as part of the push to resolve the conflict over forests via the Tasmanian Forests Statement of Principles to Lead to an Agreement – is reducing the ability for these businesses to supply products that are ‘Australian made and owned’.  That is, their traditional point of differentiation is at risk, and with that, so is their viability.  

Although one of the principles states that the parties agree to provide for ongoing speciality timber supply (including eucalypt for high value furniture through a negotiated plan and timeline), it is not yet clear what that expected timeframe will be.  Hardwood plantation growth in Tasmania is currently not at an appropriate standard for use by the furnishing sector, and this agreement may result in an immediate decrease in locally grown timber supply to the furnishing industry.

In a similar light, certifying ‘chain of custody’ is becoming an important element of furnishings production and retailing.  Consumer demands – and the possible emergence of new regulation in this space – require knowledge of ethical and ecologically sustainable production practises.  Accordingly, demand for this training is on the rise among furnishing businesses.

The Council of Australian Governments (COAG) determination that cabinet makers and flooring technicians sit within broader building and related trades means that come 2012, those working in these occupations will require industry licensing and accreditation.  Many in the sector see this as a positive given the signal to consumers and the barrier for unqualified workers.  Accordingly, demand for recognition of prior learning (RPL) and mandatory qualifications (at Certificate III level) will be high throughout 2011 and 2012. 
Mandatory minimum six-star energy rating for new homes has created an immediate demand for skills in insulated energy efficient glass.  On top of this, an increased demand for safety glass in non-residential buildings is accumulating.  However, a lack of skills in glazing, cutting and installing energy efficient and safety glass is limiting the ability to provide these services.  
Indeed for stained glass and lead lighting, triple glazing is necessary to meet a six-star energy rating.  Also, given Victoria is believed to hold the highest number of heritage buildings with stained glass windows in the country, and that the 80-120 year replacement cycle is set to commence in 2012, it is anticipated the sector will further struggle to meet demand.

The sector is also being affected by issues of workforce ageing and retention.  Those difficulties are influencing demand for a range of occupations in the sector, including timber sanders and polishers, picture framers, upholsterers, curtain makers, blind makers, awning specialists, cabinet makers, furniture designers, fine furniture makers, and stained glass and lead light tradespersons.

Training implications for the industry are varied.  Apprentices are here, as in all trades-based sectors, critical to meeting future industry skill needs.  However, the industry is said to be gaining a reputation among young potential workers as lacking job security, with carpentry and joinery believed to offer better job prospects.  

In addition, industry apprentice training is said to be straying into areas that have traditionally been reserved for in-workplace training, and away from more fundamental knowledge.  Indeed technology in publicly provided training is not keeping pace with industry and accordingly this training lacks relevance to many operations.  
An alternative approach suggested by industry stakeholders is a split in the delivery of training – whereby TAFE delivers the theory off-site, while simulated machinery training is delivered by an appropriate provider on-site.  There are signs of this emerging, particularly in flooring technology and cabinet making, though public funding for this remains a key constraint.  A better understanding among public training providers of what constitutes a ‘work ready’ apprentice may also help to improve this situation.  
Furnitac reports skill shortages among existing workers are not being addressed in some instances due to the eligibility criteria of the VTG.  Low business confidence among these predominately small businesses – driven by a fear of the impact of free trade arrangements for example – is reducing the willingness to fund training privately.  Furthermore, given this predominance of small business in the industry, skills in management, finance, customer service, marketing and industry regulation are all important components of the trade training itself.  The industry believes these skills are most effectively transferred in technical trade qualifications at Certificate IV level and above. 

AQF qualifications in blinds and awnings (manufacturing and installation) are not available in Victoria despite strong growth in business activity in this sector.  In response, some businesses are forced to enrol employees in the non-sector related process manufacturing qualifications.  The training implication here is the need to make these qualifications available to the sector in time to support this growth – including attracting new employees and retaining existing employees.  This process can be aided by strong integration between industry and the RTO sector.  Describing a clear need encourages RTOs to offer training, with funding to be provided by the Victorian government under the VTG.

A similar situation applies to other soft furnishings sectors/businesses, where a lack of formal qualifications is making it difficult for businesses to compete on quality and compete for labour.  Again the implication is the need for the training to be developed and for a provider to deliver this.

Finally, in response to the circumstances for glass and glazing, RPL for workers moving between Certificate II in Glass & Glazing and Certificates in Stained Glass & Lead Lighting is required.  Units on triple glazing in Stained Glass & Lead Lighting, and the development of other standards relating to energy efficiency, are also required in the training package.

Opportunities for green skilled employees in the Victorian furnishings industry are predominately glass and glazing and potentially furniture design based.  Further demand for green skills is expected as the ‘green push’ from governments and consumers compounds.

Industry outlook

The pace of construction of new homes has shown solid growth in Victoria despite the recent economic downturn, which has helped to maintain the demand for furnishings.  Leading indicators of housing construction such as building approvals also remain solid, suggesting that the demand for furnishings will hold over the short term.  
However, housing construction in other states such as New South Wales and Queensland was slowed by the economic downturn and remains subdued.  That may dampen demand for Victorian furnishings from these States in the near term, though solid economic recovery will likely see the influence of the recent slowdown diminish going forward.

A number of factors may see the demand for furnishings moderate in the medium term.  An easing in the rate of population growth in Victoria and in other States, as well as the impact of further interest rate rises as the economic recovery continues to gather steam.  To some extent though, this will be overcome as the broader labour market makes further gains, boosting household earnings.

The rise of the Australian dollar, and the expectations for it to remain highly valued in the short term, are likely to mean further windfalls to importers of furniture and components, and more domestic producers off-shoring or under pressure to shut their doors.
As the charts below show, the past decade has been one of declining employment levels for the Victorian furnishings sector – employment data suggests a 28% employment loss in 2009.  This has been partly unwound in 2010, and we expect a further partial rebound over 2011 and 2012 as stronger domestic demand provides some short term support.
: Employment outlook – Victorian furnishings industry

	[image: image24.emf]0

5

10

15

20

25

30

1996 1999 2002 2005 2008 2011 2014

'000 persons

Forecast


	[image: image25.emf]-30%

-20%

-10%

0%

10%

20%

30%

1997 2001 2005 2009 2013

Victoria Furniture

Change on year earlier

Forecast




Source: Deloitte Access Economics, Australian Bureau of Statistics

: Skilled Vacancy Index – Victorian furnishing industry
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In terms of government policy, new sustainability measures (and technology to meet the associated needs) will create opportunities for business and skill growth in the sector.  The chart below shows trends in vacancies for key furnishings occupations – cabinetmakers, upholsterers and flat glass tradespersons.  Vacancies in these occupations have generally moved in line with broader Victorian vacancies over time, though the past few years have seen a spike in positions for flat glass tradespersons.
Occupations in demand

Expectations of an increase in new housing starts, in line with the growth in economic activity, will directly benefit those industry occupations most closely tied to construction – which includes cabinet makers, glass and glaziers and flooring technicians. However,  recent low enrolments in these courses, as well as updates in technologies and work practises, imply difficulties will be faced in meeting this level of demand.

Beyond these – as discretionary spending also increases – picture framers, kitchen and bathroom renovators and specialist furniture makers will also be in demand.  
The Australian Government Skilled Occupations List references glazier as the only furnishings occupation in demand as at September 2010, while glazier and floor finisher are referenced in the Victorian Skill Shortage List produced by DEEWR at June 2010.

The following table summarises advice from Furnitac regarding occupations that are expected to be in demand and experiencing critical skill shortages over the next year.

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Glass and glazing tradesperson
	

	Carpet layer
	

	Timber sander and polisher tradesperson
	

	Picture framer
	

	Upholsterer
	

	Curtin maker
	

	Blind maker and installer
	

	Awning specialist
	

	Cabinet maker / installer
	

	Kitchen and bathroom designer
	

	Furniture designer (and supervisor)
	

	Fine furniture maker (and supervisor)
	

	Stained glass and lead light tradesperson
	

	Occupations experiencing a critical skills shortage
	

	Cabinet maker / installer
	

	Glass and glazing tradesperson
	

	Flooring finisher
	

	Upholsterer
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Cabinet maker / installer

	
	Certificate III – Cabinet Making

	Glass and glazing tradesperson

	
	Certificate III – Glass & Glazing

	Flooring finisher

	
	Certificate III – Flooring Technology

	Upholsterer

	
	Certificate III – Upholstery


12 Manufacturing and Engineering

Coverage:  Aerospace, Engineering (Fabrication trades), Engineering (Mechanical trades), Engineering (Other), Mining, Shared – Metals and Engineering, Automotive components, Chemical, Hydrocarbon and Oils, Non-metallic Mineral Products, Plastics, Rubber and Cables.
Specific industry and business cycle drivers:  Carbon trading schemes in Australia and worldwide, the exchange rate, oil prices, raw material prices.

Recent relative sectoral performance rating:  Average

Expected relative sectoral performance rating:  Low

Summary of ITAB advice and consultation

The Manufacturing and Engineering Skills Advisory Board (MESAB) has advised that the key change drivers for its relevant industries in 2011 include:

· New investments and research and development expenditure (demand side)

· New technologies and materials (demand side)

· Enhanced communication technologies (demand side)

· High Australian dollar (demand side)

· Resurgent mining boom attracting workers away from Victoria (supply side)

In addition, MESAB expressed significant concern regarding labour supply issues in manufacturing and engineering industries.  Consultations between MESAB and industry operators revealed considerable anecdotal evidence among small businesses of a strong desire to take on young staff, particularly apprentices.  This latent demand has not translated into a corresponding increase in apprentice numbers for a variety of reasons.  MESAB cited the absence of engineering pre-apprenticeship programs running in the VET sector, resulting in a small number of suitable applicants available to employers.  Other aspects of the existing VET system were also cited as contributing to these supply side issues.  Specifically, a lack of numbers has resulted in some providers ceasing to offer relevant engineering qualifications, the way in which some providers are implementing competency based apprenticeship completions is undermining employer support for the system, and the unavailability of an at the job training service are all playing a role.

A range of other factors are also likely to be affecting the supply of young people into manufacturing and engineering industries, including competition from other more attractive industries and a poor perception of the nature of manufacturing work.

To try to address some of these issues MESAB has been operating the Careers in Manufacturing program across Victorian schools.  Between 2008 and 2010, the program delivered almost 600 career activities for over 12,000 secondary school students, including tours and presentations by Young Industry Ambassadors.  The program has built a resource of more than 100 ambassadors representing a wide variety of manufacturing occupations and stemming from both vocational and higher education pathways, and is supported by more than 70 employers.  The success of the program depends on the transition of students into pre-apprenticeships (and other pathways), and is therefore reliant on funding of pre-apprenticeship places in order to link relevant schools and regions with successful careers.
Regarding the key change drivers, MESAB has advised that new investments and research and development expenditure are progressively upgrading the level of technology used in the sector.  In turn, demand for workers with advanced skills such as in computer aided design and related functions have increased.  The automotive sector is an important driver of technological change, and is at the forefront of new tooling.  These technologies can often take around five years to flow through to small and medium enterprises.  

There is a need for training packages to keep up with industry practices and the outcomes of research and development in order to provide skills which are relevant to businesses operating in a modern environment.

A related change driver is the emergence of new technologies and materials.  Across many manufacturing and engineering sectors, the skill impact of these technologies and materials is one of up-skilling.  Some of the specific technical skills related to new technologies are relatively niche, and up-skilling can generally be provided through the supplier of equipment, but the VET system will need to be continually updated to reflect changing technologies in order to meet the industry’s future skills needs.

An important element of this change driver is the need to utilise new processes.  Lean manufacturing continues to emerge as a preferred method of business operation, particularly when it incorporates components of sustainability as well as efficiency.  Lean manufacturing also aids productivity and can assist domestic producers trying to complete in international markets.  There is a growing industry desire for employees with skills and knowledge in lean manufacturing to ensure lean innovations can emanate from all levels of the workforce.  However, these skills are not currently included in the training service offered by publicly funded VET providers.  More generally, there is a view that VET students studying trades and technical courses should also be exposed to more generalist business skills including project planning and monitoring, cost benefit analysis and basic financial management to enable employees to link lean initiatives with cost and income consequences.  

Enhanced communication technologies have enabled new and smaller firms to compete in manufacturing industries, including at the international level.  By facilitating the transfer of designs and data, enhanced communication technologies allow tasks such as digital prototyping to be performed by firms anywhere in the world.

MESAB also noted that the elevated Australian dollar is expected to be an important factor affecting Victorian manufacturing and engineering firms in 2011.  The exchange rate is eroding the competitive position of firms, and inducing businesses to invest in increasingly sophisticated technologies and production techniques as a means to stave off competition from abroad.  The use of lean manufacturing was cited as a means of adapting to the increased competition associated with the high Australian dollar.  The high dollar, rising gold price and uncertain financial market has also contributed to a growing attractiveness of gold (and jewellery) as an investment.  In turn this is adding to demand for jewellers.  

The resurgent mining boom in States such as Western Australia and Queensland is again attracting workers away from Victoria.  This problem is particularly acute across engineering-related occupations such as metal fitters and turners, fabrication tradespersons, metal machinists and sheetmetal trades workers.

Although tighter margins typically mean that funds for general training are cut by firms, the increased use of technology and more efficient production processes can also give rise to additional training requirements.  These training needs are increasingly being met through on the job training or training provided by equipment and technology suppliers.

The skill issues in the industry are generally being felt more acutely across regional areas.  However there has been a significant increase in the number of providers contracted by Skills Victoria to offer training in regional areas in recent years, which may assist to meet demand.  Other relevant skill issues include a lack of foundation skills such as language, literacy and numeracy across some sections of the industry.  Deficiency in these fundamental capabilities can exclude individuals from the VET system and prevent them from successfully engaging in relevant training programs.  Funding for training in foundation skills does exist under the VTG, which could potentially help to alleviate this barrier to wider training.
Many of the new technologies, methods and materials being used in this sector add to the sustainability of business practices and underpin a growing need for green skills.  For example, knowledge of lean manufacturing processes is required to improve the sustainability of business operations.  More specifically, areas including renewable energy (such as wind power) will underpin a green skill need.  That said, many of the required skills in these emerging areas align closely with existing technical skills possessed by workers in the industry.

Industry outlook

The medium term trend for the manufacturing and engineering industry points to contraction in many of its sectors.  Some possible exceptions include pharmaceuticals and biotechnology given the large investment in research and development relevant there.  The renewed resources boom will put pressure on interest rates and wages, driving up input prices.  The high value of the $A will also make conditions difficult for the industry as the export market becomes tougher and imports become more competitive.  This is compounded by a longer term trend of stronger competition from the manufacturing sectors of emerging economies.

: Employment outlook – Victorian manufacturing and engineering industry
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The mining sector is one important element of this industry that is likely to have an above average performance over the short term.  Deloitte Access Economics expects the volume of Australian resource exports to rise significantly over the medium term.  The mining industry in Victoria is small, especially in comparison to its counterparts in Western Australia and Queensland.  However it does provide opportunities in areas such as coal, oil and gas, and base metals and minerals.
Developments in the energy sector will be important for Victorian mining.  The waters between Victoria and Tasmania, including the Otway and Gippsland basins, contain 80% of eastern Australia’s gas reserves and, potentially, a significant amount of undiscovered reserves.  
Victoria will also benefit from the production of gas from Tasmanian administered waters through Victorian facilities.  Additionally, the Victorian government’s Energy for the Regions program will extend the natural gas network to East Gippsland, and Central and Northern Victoria.  As the demand for gas and the associated distribution network expands, the Victorian mining and engineering industry should also benefit.  
Victoria is also home to significant deposits of brown coal.  However, production of brown coal is riskier over the longer term as developments in future climate change policy are likely to lead to a higher carbon price making brown coal a less attractive source of energy.

: Skilled Vacancy Index – Victorian manufacturing and engineering industry
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The metal manufacturing sector, the upstream component to the Australian mining industry, likewise has healthy medium term prospects relative to other manufacturing and engineering sectors.  This sector tends to follow the global demand cycle and, as such, should see an upswing as domestic and global demand recovers in the short to medium term.  Victoria in particular, with its deposits of nickel and copper, among other base metals, will benefit from a healthy appetite in Asian economies for these resources as inputs to their own manufacturing industries.  As production returns to operational capacity with renewed demand, the sector is likely to see a commensurate recovery in employment numbers.

The outlook for the plastics and chemicals sector is not as strong.  The sector has been on the decline for several years now as it competes with a strong Asian sector and a legacy of underinvestment in Australian plants.  The added competitive pressures of a high $A over the short term will add to these difficulties.  Stronger agricultural production following a wet spring this year may also see an increase in demand for chemical fertilisers. 
Overall employment in the manufacturing and engineering industry is forecast to decline modestly over the next few years.  This is largely the result of increased competition from overseas markets and is compounded by the current strong $A.  However, some elements will be supported by the renewed resources boom and likely see increased employment numbers.

Chart 12.2 shows trends in skilled vacancies across three manufacturing and engineering occupations, along with Victoria as a whole.  The chart shows that in comparison to the mid-1980s and mid-1990s, there are relatively few skilled vacancies in the industry at present.  In part, that is a reflection of economic conditions, but it is also due to a consolidation of the industry over that time.  Indeed, there may have been fewer vacancies for toolmakers in 2010 compared to in 1987, but there are also likely to be fewer toolmakers working in Victoria overall.

Occupations in demand and critical skills shortages

The table below summarises advice provided by MESAB on occupations which it expects will be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Civil Engineering Draftsperson
	

	Electrical Engineering Draftsperson
	

	Electronic Engineering Draftsperson
	

	Metallurgical or Materials Technician
	

	Sheetmetal trades workers
	

	Aircraft Maintenance Engineers (licensed and unlicensed)
	

	Metal machinists
	

	Locksmith
	

	Air conditioning and refrigeration mechanic
	

	Jeweller
	

	Fabrication tradesperson
	

	Metal fitters and turners
	

	
	

	Occupations experiencing a critical skills shortage
	

	Sheetmetal trades workers
	

	Aircraft Maintenance Engineers (licensed and unlicensed)
	

	Metal machinists
	

	Locksmith
	

	Air conditioning and refrigeration mechanic
	

	Jeweller
	

	Fabrication tradesperson
	

	Metal fitters and turners
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Sheetmetal trades workers

	
	Certificate III – Engineering (Fabrication Trades)

	Aircraft Maintenance Engineers (licensed and unlicensed)

	
	Certificate. IV – Aeroskills (Avionics & Mechanical) for AME

	
	Diploma – Aeroskills (Avionics & Mechanical) for licensed AME

	Metal machinists

	
	Certificate III – Engineering (Mechanical Trades)

	Locksmith

	
	Certificate III – Locksmithing

	Air conditioning and refrigeration mechanic
	

	
	Certificate III – Refrigeration and Airconditioning

	Jeweller
	

	
	Certificate III – Jewellery Manufacture

	Fabrication tradesperson
	

	
	Certificate III – Engineering (Fabrication Trades)

	Metal fitters and turners
	

	
	Certificate III – Engineering (Mechanical Trades)


13 Primary Industries

Coverage: Agriculture, production horticulture, amenity horticulture, conservation and land management, animal care and management, seafood and aquaculture.

Specific industry and business cycle drivers: climate change, water security and pricing, environmental policy, the $A.

Recent relative sectoral performance rating: Average

Expected relative sectoral performance rating:  Below average
Summary of ITAB advice and consultation

The latest Primary Skills Victoria Industry Skill Needs Report details the following key change drivers and developments that will shape the industry in 2011 and beyond:

· Increased variability in climatic conditions (demand side)

· Biosecurity in food production (demand side)
· Animal welfare requirements (demand side)

· Business consolidation/diversification (supply side/demand side)
· Changing demographic profiles (supply side/demand side)
· Growing conservation task (demand side/supply side)

· Public perception of primary industries (supply side) 
Increased climate variability, and the impact this is having on the availability of water, the threat of fire and the prevalence of pests, disease and weed infestation, is directly affecting production and in turn industry skill needs.  The full economic impact of the extreme rain events over January and early February of 2011 are yet to be fully quantified, though early indications suggest that the future viability of some farms, particularly in the production horticulture sector, are at risk.  While prices for grain rose substantially in 2010, and have remained high in 2011, the downgrading of rain affected grain has affected farm returns.  However, increased subsoil moisture levels have buoyed confidence across the sector with a promising start for the 2011 crop.  Indeed these extreme weather events are influencing many of the key change drivers listed above.

In amenity horticulture, climactic conditions are driving an increase in businesses catering to the public’s water conservation needs and drought tolerant landscape demands.  More broadly, many primary businesses are seeking skills in water harvesting/capture, treatment/filtration and delivery/irrigation, to support their own or other’s water supplies. This issue raises the need for agronomists to provide advice and assist industry operators.

In Victoria’s abalone sector, changes in weather patterns have affected where abalone can be grown and found.  In fact disease outbreaks in ocean and farms stocks have threatened the viability of a number of businesses and reduced employment levels.  Bio-security and other fish health management efforts are now required on an on-going basis.  

In conservation and land management, increased condition variability has increased the fire protection task, reduced environmental flows, and compromised the health of other vegetated public areas.  Commitments from public agencies in response to these developments has in effect increased their mandate, with a corresponding need to increase their labour force.

Public servants and contractors are required to deliver the following conservation and land management services:

· construction and maintenance of parks facilities;

· fire prevention and emergency response;

· pest plant and animal control programs; 

· monitoring water way, river and floodplain health; and

· habitat preservation.

There are also commitments from Parks Victoria and Fishing Victoria for 7% and 5% of their respective workforces to be Indigenous Australians, ensuring Aboriginal culture and heritage is preserved as part of the above tasks.
Primary produce consumers worldwide are increasingly aware of bio-security threats.  In response, they demand higher standards of quality assurance in the food supply chain.  

For Victorian primary producers, the greatest challenges to ensuring this are the increased:

· importation of overseas produce, and the quarantine risks that accompany this; and

· variability in weather conditions and the impact this appears to be having on pest, disease and weed outbreaks.

The increased likelihood and/or severity of these events have heightened industry concern and are translating to a demand for skills in bio-security and other quality assurance procedures. 

Indeed the ability to identify, quarantine and report outbreaks in crops, animals and fish is now vital, particularly given produce is increasingly stored on farm and sold through private treaties.  However, training competencies in this area are yet to be developed – in particular at the Certificate IV and Diploma levels – and as such the risk to production remains.

Victoria’s positioning as an animal biotechnology hub has created a number of positions for animal technicians.  Greater numbers of students undertaking work placements has been identified as a possible way to fill the gap here.

Changes to animal welfare requirements, both regulatory and consumer imposed, are forcing primary producers to cease many traditional animal farming practises (for example in animal husbandry). In particular the release of the Livestock Management Act 2010 is anticipated to have far reaching implications for livestock farming. 
Accreditation requirements and codes of practice will need to be met under the new Act – with the pig and poultry sectors likely to feel the strongest effects.  Acquisition of skills in record keeping, quality assurance and other legislative interpretation and compliance, will support the increased accountability required.  

In response to increasing economic and climactic pressures and technical advancements, many primary businesses are consolidating traditional forms of agriculture and diversifying their operations.  Local governments in regional Australia have begun planning for a sustainable (and potentially drier) future, and as such are supporting/driving much of this change.

Consolidation of agricultural properties is seeing an increased demand for operator and contractor services – for example in the grains sector.  At the same time as owner-operator farming positions are diminishing, opportunities for specialisation are emerging, including in the adaption, implementation and operation of new technologies.  

The belief is this major change in property ownership in rural areas will continue over the next 10 years, dramatically changing the nature of employment arrangements and skill needs on Australian farms.  Indeed as the growth in average farm size snowballs, the viability of smaller properties is threatened, reinforcing the trend.

Properties will be larger and ownership will be increasingly foreign – as a result farm managers and contractors with a wide range of production skills will be in demand.  In addition, operators will require more advanced business skills, to meet the increasing levels of complexity and risk in operations (on-farm and in-market) and ensure compliance with increasing regulatory requirements. 

In production horticulture, growth in niche products is seeing an expansion into service sectors, in particular agri-tourism (e.g. berry-grazing and farm-stay operations).  Planning, promotion and customer service skills are required to complement production skills here.

Changing perceptions of primary industry are said to be deterring apprentices and other possible new entrants to the sector.  In particular, low wages and the lack of defined career pathways are the major concerns.

In response, at peak season, some businesses are forced to import labour from other Australian States – for example grain farmers from Western Australia.  It is believed greater levels of enrolment in agricultural apprenticeships will help address this shortfall, as will increasing regulation of some of the occupations/sectors themselves – e.g. arboriculture.  The latter is expected to lift demand for arborists, strengthening the need for formal training and qualifications in the field.  

The demographic shift as seen in outer metropolitan Melbourne and many of the larger regional towns is creating pressure on governments to provide the necessary services.  In the amenity horticulture sector the provision of recreational facilities such as sports turf and parkland is placing an increased demand on skilled labour and capital expenditure.  
Some mismatch exists between demand and supply in the delivery of primary industry training.

Skill sets in agriculture have traditionally been preferred to more generic qualifications for reasons of relevance and commitment.  The most recent industry developments have created demand for new skill sets to enable farmers to work in emerging forms of agriculture, and in light of new resource and compliance constraints.

However, concerns continue to be expressed in regard to the quality versus quantity of RTO training in particular areas, where the technical standards of some courses are too low.  Indeed it is the skills rather than the qualification that is most relevant to the agricultural industry, and as such a training model that is incentivised to produce volume rather than quality is not aligned with demand-side skill shortages.  

An over-emphasis on RPL and an under-emphasis on up-skilling are also thought to be reducing technical skills in the industry.  Those sectors of primary that are attempting to recruit for higher-level roles – in particular where employees are coming with existing non‑vocational qualifications though require industry prescribed vocational skill sets – believe this emerging trend will have a detrimental impact on the capacity of their workforce.  The industry suggests that a change in eligibility criteria for subsidised training under the Victorian government’s Securing Jobs for Your Future initiative can create a solution here.

The following green skills have been identified as being in demand or on the horizon in primary industries:
· Water harvesting and filtration systems / water cycle management

· Carbon auditing and assessment

· Irrigation technologies

· Aquaculture technology

· Vegetation assessment

· Sustainable fire management

· Rooftop garden / green wall design and construction

Industry outlook

The outlook for employment in the primary industry sector is underscored by long term trends that suggest flat to declining employment opportunities. These include an increase in the share of consumer expenditure that has gone to services, strong productivity growth in Australian agriculture, declining prices of some agricultural commodities relative to other products, moderation of government support and a reduction in trade protection.  
As is usually the case, the short-term outlook for the Victorian primary industries will be determined by weather conditions, commodity prices and the value of the $A.  
Poor harvests elsewhere around the world due to a dry autumn and summer in Europe and storms in Canada mean weaker world supply may temporarily boost prices received by Australian farmers, though Australia’s own floods have curtailed supply of some produce.  This boost to prices may not be long-lived, as it results from a passing constraint on supply rather than a permanent increase in demand, and in the medium term prices are likely to return to their longer term trends.  
Some of the revenue gain for farmers (resulting from good prices) will be diluted by the strong $A.  On the flip side, the high $A will also act to reduce the cost of imported inputs.

: Employment outlook – Victorian primary industry
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Prices received for livestock and livestock products have been steadily increasing since 2006‑07, and the Australian Bureau of Agricultural and Resource Economics is forecasting their continued increase in 2010-11.  This is the expected medium to longer term trend as increasing incomes in India and China generate greater demand for protein-rich foods.  
Prices received for grains – on the other hand – have come down markedly since their peak in 2007-08, although they remain above their 2004-05 levels.  The international conditions mentioned previously will likely see a lift in prices for grains over the next year or so, but perhaps not beyond that.  Employment across Victorian primary industries
 has been rising in recent years, and is estimated to have increased by more than 11,000 between 2005 and 2009 (though employment appears to have fallen back in 2010).  Deloitte Access Economics expects a modest boost to farm employment in Victoria in 2011, with a reasonably static profile thereafter.

Two important factors to consider for future employment numbers in the primary industry are the cuts proposed to irrigators in the Murray Darling Basin and the impact of recent floods throughout Victoria.  While it is too early to confirm, there may be a significant employment impact from these two factors.

In a similar vein, the implications of a CPRS for the primary sector are difficult to determine.  How farmers will need to modify practises to reduce carbon output, and how farming land is best allocated to enable carbon capture (for example soil sequestration and farm forestry), will require significant research and planning.  

Occupations in demand

Revival of the wool market – with prices returning to viable levels – is generating demand for wool handlers and shearers.  More broadly, farm operators are required with skills in crop establishment and maintenance – the industry is calling for non-apprenticeship training at Certificate IV to up-skill existing workers for these roles. 

Consumer demand is driving growth in the retail nursery and landscaping – including rooftop gardens and green wall constructions – however a critical lack of skilled workers and professionals may limit the sectors’ ability to realise this potential.  Further, as Garden Centres diversify into broader consumer experiences, higher level (Certificate IV to Diploma in Retail Nursery) skills in business management and marketing are also urgently required.  Research and development into the production of new turf grass varieties necessitates retraining of existing employees, and indeed the attraction of new employees.  

Increased completions of Certificate II to Diploma in Seafood Industry are required to manage fish health concerns in Victoria’s abalone sector.  More broadly, low levels of educational attainment and a lack of clear career pathways in aquaculture are limiting future employment prospects – though addressing these conditions is expected to drive new employment. 

Primary Skills Victoria has also noted a number of qualifications required across occupations, including the potential for training product development to improve skill acquisition across primary industries in general.  For example, conservation managers and land managers require qualifications in conservation and land management, structural landscaping, and sustainable water and catchment management.  There is also potential to improve skills through the creation of competencies in Aboriginal culture and heritage, vegetation assessment, and fire control, management and fighting.

Horticulturalists and landscapers require qualifications in turf management, landscape design, landscape construction, ornamental horticulture, arboriculture and nursery, while there is potential to build skills through the creation of competencies related to rooftop gardens and green walls, carbon auditing and assessment, bio-security protocols, and horticulture-related hospitality and tourism.

In aquaculture, skills obtained through seafood bio-security and fish health management, and food safety qualifications are needed, while new competencies in sampling, disease detection and stock monitoring, fisheries management and policy, and Aboriginal heritage and culture would assist to build necessary skills.

The Australian Government Skilled Occupations List references the following primary occupations as at September 2010:

· Land economist

· Agricultural consultant*

· Agricultural scientist*

* Indicates occupation is also referenced on the Victorian Skill Shortage List produced by DEEWR at June 2010

The table below summarises advice from Primary Skills Victoria regarding occupations that are expected to be in demand and experiencing critical skill shortages over the coming year.

Those occupations identified as experiencing a critical skills shortage are all are occupations which are highly specialised and have significant lead times.  Victoria’s commitment towards biotechnology will see an increased demand for skilled animal technicians, although ongoing problems with retention of skilled labour in this sector is of concern.  

All sectors throughout the industry are responding to the impact of climate change.  Advice provided by skilled agronomists who support the implementation of new technologies to better manage the risks associated with climate change is considered pivotal in increasing the agriculture sector’s capacity to adapt.  
Arboriculture is also considered an industry sector that will have an increasingly important role to play once the price and mechanism for recording carbon has been finalised.  Recruitment and retention of skilled labour is further exacerbated by the adequacy and accessibility of skilled training.      
Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Arborist / tree surgeon
	

	Vegetable grower 
	

	Vegetable farm worker 
	

	Nurseryperson 
	

	Gardener (General)
	

	Greenkeeper
	

	Animal technician
	

	Animal control officer
	

	Grain farmer
	

	Agriculture machinery operators
	

	Pig farmer
	

	Dairy farmer
	

	Mixed farmer
	

	Sheep farmer
	

	Aquaculture farmer
	

	Aquaculture worker
	

	Agricultural consultant / agronomist
	

	Biosecurity officer
	

	
	

	Occupations experiencing a critical skills shortage
	

	Animal technician
	

	Arborist / tree surgeon
	

	Agricultural consultant / agronomist
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Animal technician

	
	Certificate III – Animal Technology

	
	Certificate IV – Animal Technology

	
	Diploma – Animal Technology

	
	Certificate II – Animal Studies

	
	Certificate III – Animal Studies

	
	Certificate IV – Animal Control & Regulation

	
	Certificate IV – Animal Welfare

	
	Certificate III – Captive Animals

	Arborist / tree surgeon

	
	Certificate II – Arboriculture

	
	Certificate III – Arboriculture

	
	Diploma – Arboriculture

	Agricultural consultant / agronomist

	
	Diploma – Sustainable Agriculture

	
	Diploma – Agronomy

	
	Certificate IV – Agriculture

	
	Certificate III – Cropping, Livestock and Dairy

	
	Certificate IV – Cropping, Livestock and Dairy

	
	Diploma – Cropping, Livestock and Dairy

	
	Certificate IV – Cropping, Livestock and Dairy

	
	Diploma – Cropping, Livestock and Dairy

	
	Certificate II – Wool Handling, Shearing and Wool Classing

	
	Certificate III – Wool Handling, Shearing and Wool Classing

	
	Certificate IV – Wool Handling, Shearing and Wool Classing

	
	Certificate III – Agroforestry / Farm Forestry

	
	Certificate IV – Agroforestry / Farm Forestry

	
	Diploma – Agroforestry / Farm Forestry

	
	TJIL 307C – Applying Grain Protection Measures

	
	TLIJ 407C – Implementing Grain Monitoring Measures

	
	TLIJ 607 – Implementing Grain Protection Measures

	
	AQF Level 4 to Diploma – Carbon Auditing & Trading *

	
	Diploma – Carbon Auditing & Trading *

	
	AQF Level 3 – Specialist Machinery and Technologies (GPS/GIS) *

	
	AQF Level 4 – Specialist Machinery and Technologies (GPS/GIS) *

	
	AQF Level 2 – Tracking, Monitoring and Evaluating On-farm Produce *

	
	AQF Level 3 – Tracking, Monitoring and Evaluating On-farm Produce *

	
	AQF Level 4 – Tracking, Monitoring and Evaluating On-farm Produce *

	
	AQF Level 4 – Risk Management and Forward Contracts *

	
	AQF Diploma – Risk Management and Forward Contracts *

	
	AQF Level 4 – Biosecurity Protocols *

	
	AQF Diploma – Biosecurity Protocols *

	
	AQF Level 3 – Livestock Welfare Management *

	
	AQF Level 4 – Livestock Welfare Management *

	
	AQF Diploma – Livestock Welfare Management *


* Denotes new competencies identified by Primary Skills Victoria which can be developed to support existing courses

14 Racing

Coverage:  Racing – including harness and greyhound racing

Specific industry and business cycle drivers:  rate of baby boomer retirement (more people to spend more time at the track and increased opportunity to be involved in racing pursuits) and, over the longer term, differential demand by age (will non-punters become punters with age, or will their leisure time be spent differently?)

Recent relative sectoral performance rating:  High

Expected relative sectoral performance rating:  Above average
Summary of ITAB advice and consultation

Racing Victoria has identified the following key change drivers and developments that will shape the industry in 2011 and beyond:

· Equine welfare programs (demand side)

· Shortage of new entrants (demand side).
· Industry licensing and accreditation (demand side)
· Racecourse and Training Infrastructure Facilities Plan (demand side/supply side)
· Public perception of racing (supply side)
The public perception of racing in Victoria is a key determinant of the industry’s future, in terms of participation, patronage and regulation.  This has been particularly evident in discussions that have taken place with communities in Victoria around issues of equine welfare, culture, integrity and conditions of racing.  Mandatory training in occupational health and safety and horse welfare and handling is believed to be improving public perception here.  Indeed there has been a reinstatement of jumps racing in Victoria – improving economic and employment stability for the sector in regional Victoria.  In terms of integrity in the conduct of race meets, this is largely determined by stewards and race day officials.  Once again the industry licensing and accreditation process is thought to be addressing concerns here – that is, formally training professionalism.   

The five year Racecourse and Training Infrastructure Facilities Plan outlines the roll-out of environmentally sustainable turf and synthetic track surfaces.  This includes the installation of new synthetic tracks (see Geelong), as well as broader drought-proofing at Mornington, Bendigo, Geelong, Ballarat, Moe and Seymour.  Around 80 track maintenance staff will need to be up-skilled in sustainable track maintenance over the short-to-medium term to meet this need.

Another key dimension to the plan is the consolidation of Victorian regional racing to a less dispersed hub model.  A degree of mobility in the existing regional workforce is anticipated, which will support the continuation of specialised skills, though targeted recruitment is still expected. 

The latest developments in equine welfare have been the industry partnership with Cyberhorse in a racehorse re-homing program and the appointment of a fulltime Welfare Officer.  Cyberhorse is designed to transition non-performing racehorses to other off-track purposes – for example the police force and dressage.  Training temperament into these horses requires the development of new skill sets for the occupation of ‘outplacement consultant’.  The equine Welfare Officer will be responsible for liaising with industry stakeholders on equine welfare and the management of data on injuries, retirements and stable departures in developing further welfare programs.  
An ageing workforce combined with highly manual roles is generating concern as to the sustainability of the sector.  Accordingly, the sector is focused on the critical need to attract new participants – in particular stablehands and trackriders.  

There are currently parts of Victoria where owners and trainers are experiencing a shortage of trackriders.  These areas tend to be parts of the State with a relatively small population of riders generally.  Growing rates of horse ownership and the ratio of available trackriders to racehorses implies that the development and implementation of training programs for some horses could be affected.

Trackriders tend to have a mixed view about their role in the industry.  Some treat the occupation as only a part-time role and not as a career, while others see the position as a specialist career.  In many ways this is driven by the working conditions (hours and physical challenges), as such there is an onus on industry to improve the situation for trackriders to boost retainment. 

The same applies in the shortage of stablehands.  The industry believes stablehands are the most vulnerable occupation and will need a clear career progression path – for example to track riding – to promote new entries and retainment.  Also, given the tough working conditions, stablehands require passion as well as financial reward to be attracted to and retained in racing.  

Racing Victoria runs a number of programs and initiatives aimed at attracting people into the racing industry.  These include a careers website which includes profiles of specific occupations and industry opportunities such as talent identification camps, a schools program targeting primary and secondary students, introduction to racing days for careers teachers, and racing careers days.

Mandatory training for licensed and registered Victorian racing roles is effective from August 2011.  Some 1,500 of the 2,700 stablehands in the industry are still to go through this training.  The formalisation of industry skill is believed to be generating recruitment momentum – with a 10% increase in new stablehands this year compared to last – as well as reduced workforce turnover.

In terms of broader training implications in the short to medium term, in an industry where, for some occupations, skill sets have traditionally been considered more relevant than qualifications, a shift to a qualification platform will require significant promotion.  For example, horse trainers typically complete either the Diploma in Racing (Thoroughbred Trainer) or Certificate IV in Racing (Thoroughbred Trainer), while stablehands and assistant trainers complete skills sets.

In the past, industry engagement with the VET sector has traditionally been considered ‘necessary’.  A shift to training being perceived as critical to the productivity and sustainability of racing businesses will require a change in culture.  This challenge is compounded by many racing businesses being family owned and operated, potentially encompassing a number of legacy business practices and beliefs.  The process of up-skilling existing workers provides the opportunity for racing industry businesses to be exposed to training providers and the increased depth of knowledge that sits beyond mandatory skill set training.  Where the link can be made between increased skill acquisition and improved productivity of racing businesses (through higher levels of human capital and reduced turnover rates), greater support for a qualification model is likely.

In terms of green skills, the racing industry is seeing increased demand for employees with skills in sustainable track maintenance.  Sustainable track management skills are to be delivered as part of the Certificate III and IV in Racing Services (Track Maintenance).
Industry outlook

The outlook for the racing industry over the long term is dependent on the share of people’s spending devoted to entertainment and recreation and also to people’s preferences for racing as a form of entertainment in particular.  In the chart below the industry is seen to have recorded strong employment gains between 2004 and 2008, with consolidation of those higher employment levels since (and expected into the future).

The retirement of the baby boomer generation has the potential to act as a positive for the racing industry.  The baby boomers will be a generation of retirees never before seen in Australia, given their number and their expected wealth.  Overall, they will form a market of potential consumers who have significant resources of both money and leisure time.  

: Employment outlook – Victorian racing industry
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The expected path for income growth at the national and Victorian levels also has an influence over the amount of money devoted to racing.  Attending races, placing bets and even horse ownership could be expected to grow with higher levels of income.  These impacts may be seen over the next two years as economic conditions improve and consumer spending reaches a peak in its cycle.
As part of a wider restructure of Victoria’s gambling industry, the Victorian government announced back in 2008 changes in the wagering license and taxation rates that will commence in 2012.  This includes a new wagering licensing arrangement, which will separate the current arrangement of combined wagering and gaming licenses for the racing industry.  
In addition, the Victorian government recently announced that it would allow tax concessions to premium customers to attract larger numbers of high yield gamblers to Victoria.  If these policies achieve their goals, racing in Victoria should be strengthened. 
The development of online betting exchanges is generally considered to be a positive for the industry, as it increases accessibility to the market.  There is currently one major player in the Australian market offering a betting exchange product, which is an alternative to punters from the traditional TAB and on-course fixed odds betting.  The recent rise in the use of smart phones complements this development, offering interested consumers instant access to betting. 

Deloitte Access Economics expects a consolidation of employment in the Victorian racing industry in 2011 before stronger employment growth resumes in 2012, driven by expected stronger income growth and improved consumer confidence.

Occupations in demand
The Victorian racing industry is presently targeting the recruitment of 50 new track riders per year.  As part of this, traineeships are required to transition basic riding skills (say at club level) to more advanced riding skills, suitable to coaching horses and exercising horses in race conditions.  This occupational need is made more critical by the length of time it takes to build the skill of a confident trackrider.  

The industry is also aiming to recruit ten high quality jockeys per year to meet the on-going turnover in this occupation.  Given the physical requirements of elite athlete jockeys, there is a small group of jockeys whose career is typically five to seven years.  So while there is an attraction issue in terms of recruiting high quality jockeys there is also a retainment issue.  
Beyond the trackriders and jockeys, the demand for stablehands, track maintenance managers (and apprentices) as well as horse welfare specialists exists.  For the most part this is driven by the turnover in existing positions, though horse welfare is an emerging specialty, as are skills in sustainable track maintenance.

Neither the Australian Government Skilled Occupations List (September 2010) nor the Victorian Skill Shortage List produced by DEEWR at June 2010 reference any racing industry occupations.  However, advice from Racing Victoria is that some occupations will be in demand and will experience critical skills shortages in 2011, as shown in the table below.

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Trackriders
	

	Stablehands
	

	
	

	Occupations experiencing a critical skills shortage
	

	Trackriders
	

	
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Trackriders

	
	Certificate III – Racing (Trackrider)

	
	


15 Services 

Coverage:  Cookery, Hospitality, Holiday parks, Tourism, Hospitality and events,  Beauty Services, Floristry, Funeral, Hairdressing, Other Personal Services, Retail and Wholesale.

Specific industry and business cycle drivers:  Population growth, ageing population, overseas tourist arrivals, $A, petrol prices, interest rates, employment growth and consumer confidence. 

Recent relative sectoral performance rating:  Above average
Expected relative sectoral performance rating:  Average
Summary of ITAB advice and consultation

Service Skills Victoria (SSV) identified several drivers of change and development on the supply side for the industry, while drivers of change on the demand side were related either to economic conditions, demographic trends or changing consumer habits:

· Strong Australian dollar (demand side)
· Rising interest rates (demand side)
· Victorian population growth (demand side)
· An ageing population (demand side)

· Lifestyle changes (demand side)
· A growing awareness of ethical and sustainability issues among consumers (demand side)
· Issues with staff attraction and retention (supply side)
· Changes to hairdresser training requirements (supply side)
· Changes in technology (supply side)

A supply side issue for the services industry relates to its workforce as the industry finds it difficult to attract and retain staff.  SSV attributed this challenge to negative, and partly misinformed, public perceptions of career opportunities in the industry.  In general, these challenges for the industry could be addressed by the promotion of attractive potential careers and career pathways as well as through training in higher level qualifications that allow career progression through training in business or management skills.  The newly developed vocational graduate certificates, which are expected to become available this year, are examples of qualifications that will help to facilitate career progression in the industry.

In addition to higher level skills development, there is also a need for more structured training for entry-level staff in the industry.  It has been reported to SSV that staff qualified at Certificate II and III level are not adequately job-ready and lack critical customer service and presentation skills.  This gap in entry-level skills may be another factor contributing to the difficulty of retaining staff in the industry.  This problem is particularly acute for the hairdressing sector, where changes to hairdresser training requirements, have resulted in a lack of industry-ready entry-level trained staff.  This is reported as being due to fewer hours of required industry training as part of hairdresser training.  Further hours of industry training are required in order to address this skills gap.
Technological developments are affecting the way firms in the services industry conduct their business, with myriad implications for skill needs.  This is particularly the case for the retail and wholesale sectors.  Through an increased reliance on the online world, consumers are changing the way they approach their purchasing decisions.  Many people now rely on the internet as part of their shopping experience, either by directly purchasing goods online or by conducting online research before making a purchasing decision.  

As a result of this changing consumer behaviour, businesses need to understand multi‑channelling, online booking systems and other marketing strategies.  Equipped with these skills, retail and hospitality businesses will be better able to identify a strategy that will work best for them in targeting their customer base.  Retail florists were identified as being under particular stress in this regard, as they often have not been trained with the management skills required to remain competitive in a tight market.  The shift towards online transactions is also affecting the landscape for business to business transactions as online ordering becomes a more prominent feature of conducting business.   

The growing role of the internet in the services industry, and particularly in retail, is creating a greater need for training in marketing and management skills for staff in the industry, particularly in e-marketing, IT, e-communications and web management.  These skills can be delivered as marketing or IT electives as part of service industry qualifications.  

There are several broad demand-side trends affecting skills required in services industries in 2011.  The recent strong Australian dollar is putting pressure on the industry, particularly on sectors that benefit from inbound and domestic travel.  However, the positive effect of a strong exchange rate on outbound tourism has been a boon for travel agencies.  Contrary to the perception that the internet has encroached on the business of travel agencies, a demand for more niche ‘experiential’ travel means that people still require the services of travel agents for advice.  This is reflected in a recent increase in enquiries about the qualifications required to become a travel agent.

Rising interest rates are putting pressure on many sectors within the services industry as consumers cut back on their discretionary spending.  The retail sector is being squeezed and businesses are constantly in ‘sale mode’ as they try to attract a consumer who is seeking better value.  Businesses in the hospitality sector have been facing pressure on their margins, leading them to cut expenditure on areas seen to be expendable.  As a result, investment in training has suffered.  SSV suggests that promotion of the value of training is vital to ensure a skilled workforce is available when demand resurges.

The services industry also needs to respond to changing consumer demands as a result of lifestyle changes and a greater consumer awareness of ethical and sustainability issues.  Attitudes towards lifestyle are shifting from a focus on reaction to prevention, particularly among the ageing population.  This is driving demand for training in specialisations, especially within the spa sector.  The recent increased demand for the Diploma of Beauty Therapy is a reflection of this trend, as is the development of a Masters of Wellness by RMIT.  New occupational roles are also creating demand for staff with combined skills, as such flexibility in delivering training is required as specific skill sets, rather than entire qualifications, may be in demand.  

Businesses in the services industry increasingly need to respond to consumers’ concerns about ethical and sustainability issues and this is reflected in new product offerings such as eco‑tourism, locally sourced produce and fair trade goods.  As with the implications of technological development, this is creating demand for management skills and marketing skills as businesses seek to communicate with their customers.  Service Skills Australia is currently reviewing the relevant training packages in order to embed the requisite skills in qualifications for the services industry. 

In most industries, the ageing population is resulting in emerging adverse impacts on the workforce.  However it is having an unusual impact on the funeral services sector within the services industry, due to increased demand for funerals and related services.  Cemeteries and crematoria are having trouble finding RTOs who will deliver their training requirements in order to meet this increased demand.  SSV recommends that incentives are used for RTOs to add funeral qualifications to their scope.

Some training in the use of green technologies may also result from this trend.  In the funeral services sector a new technology called resomation has been developed.  The method, an alternative to cremation, uses pressure instead of heat and uses less water and energy, and has lower CO2 emissions.  As demand for this technology increases, training in its use will be required. 
The ageing population is also placing new demands on the skills sets required by pharmacy and dispensary assistants.  More health options are required at the frontline of service delivery in community pharmacies, such as blood pressure and blood glucose checks.  Bulk dispensation for retirement homes is also an expanding area of demand.  Health electives in community pharmacy qualifications would help to address these skill needs.

Overall, the services industry tends to expand in line with population growth.  Hence, as a result of the growing population in Victoria there is a need to deliver more training for the services industry.  This is felt more acutely in regional areas, where less access to RTOs and other infrastructure, such as access to transport, inhibit access to local training.  
Industry outlook 

The services industry represents a wide range of sectors
, and has recorded a relatively steady share of Victorian employment over the past two decades.

The retail sector is an important component of the Victorian services industry.  While retailers have been through a difficult phase in the post-GFC period (as the stimulus from cash handouts fades and as interest rates are on an upward path), the Victorian retail sector has weathered the storm better than in most other States.  That said, broad retail turnover growth has been soft in recent months, despite strong employment growth.

Retail sales growth still remains below longer term trends given interest rate rises and consumer caution.  However, the sheer pace of jobs growth seen in Victoria over the past year suggests retail sales growth may lift in 2011, and therefore spur demand for additional employment.
Looking further ahead, the retail environment in the next decade will be shaped by changes to the market structure, with new players entering the market and current participants perhaps changing their focus.  There is the potential for overseas supermarkets to provide greater domestic competition, while existing operators are increasingly looking to expand their product range.  That increase in competition and expansion of services may be a positive for retail employment overall.
: Employment outlook – Victorian services industry
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Turning to the Victorian tourism market, 2009 marked the first time Victoria welcomed one million international visitors to the State in a single year – a doubling in arrivals in just 15 years.  Arrivals have continued to rise across 2010, although the high $A is starting to sap those gains.  The medium term outlook sees a fall in line with the rest of the country across 2011 before a period of slower than national growth rates.  

Broader tourism measures such as room nights occupied have been weaker as the domestic market has seen trip lengths decline.  Thanks to the rises in international visitors to the State this year, room nights are projected to grow in 2010 before an $A‑related fall in 2011.  Growth is projected to return beyond 2012.

Indeed, the tourism industry is particularly vulnerable to the high exchange rate, particularly where international visitors are involved.  The strength of the Australian dollar makes other alternatives relatively cheaper by comparison and will increase international competition for the sector.

Further ahead, a number of important opportunities for the industry are emerging.  The growing middle classes in developing economies provide key demand for tourism, which Victoria is well positioned to absorb.  As discretionary spending increases, so too does demand for services such as tourism.  Additionally, demand for higher education services in Victoria will have flow on implications for tourism as students often travel while in Australia.

The retirement of the baby boomer generation will also present opportunities, and the market may expand for tourism targeted at this age cohort.  Services which cater to the demands of this generation and the experiences they seek may well see growth in the coming decade.

The charts above show that Deloitte Access Economics is expecting employment growth in the sector broadly in line with that in the wider Victorian economy.  That will see employment levels continue on an upward trend over the medium term.
Occupations in demand and critical skills shortages

The table below summarises advice provided by Service Skills Victoria on occupations which it expects will be in high demand over the next year and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Hairdressers
	

	Beauty therapists
	

	Chefs
	

	Pharmacy assistants
	

	Dispensary assistants
	

	Florists
	

	Spa therapists
	

	Waiters
	

	Cooks
	

	Housekeepers
	

	International travel consultants
	

	Retail store managers
	

	Restaurant managers
	

	
	

	Occupations experiencing a critical skills shortage
	

	Chefs
	

	Retail store managers
	

	Restaurant managers
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Chefs

	
	Certificate III – Hospitality (Commercial Cookery)

	
	Certificate IV – Hospitality (Commercial Cookery)

	
	Diploma – Hospitality (Commercial Cookery)

	
	Advance Diploma – Hospitality (Commercial Cookery)

	Regional retail store managers

	
	Certificate IV – Retail Management

	
	Diploma – Retail Management

	Restaurant managers

	
	Certificate II – Hospitality 

	
	Certificate III – Hospitality 

	
	Diploma – Hospitality 


16 Textiles, Clothing, Footwear and Leather

Coverage:  Clothing, Footwear, Leather, Shared – TCF&L, Textiles.

Specific industry and business cycle drivers:  Lowered tariff protection, import competition, $A, new trade agreements, interest rates, employment growth, wage growth, tax cuts.

Recent relative sectoral performance rating:  Low

Expected relative sectoral performance rating:  Low
Summary of ITAB consultation and advice

The Council of Textile & Fashion Industries of Australia (TFIA) and the Textile Clothing & Footwear Union of Australia (TCFUA) report that the major change drivers that are expected to affect firms in the textile, clothing, footwear and leather industries in 2011 are:

· Government policies and compliance (demand side)

· Globalisation and competition (supply side and demand side)

· Sustainable work practices (supply side)

· Technological changes (supply side)

· Ageing workforce (supply side)

· Skill shortages and gaps (supply side)

Government tenders underpin a significant proportion of work for the industry.  Compliance with government regulations, such as paying award wages, is becoming an increasingly necessary precondition for winning tenders.  

As such, Victorian enterprises applying for government tenders are now seeking accreditation with Ethical Clothing Australia – a joint business-union initiative which assists industry to ensure Australian workers are receiving wages and conditions consistent with the relevant award.  Ethical Clothing Australia requires firms to trace through their supply chain to confirm that all levels of workers (including subcontractors and outworkers) are receiving adequate pay and all required entitlements.

This trend toward compliance raises a need for training across a range of areas.  A greater understanding of appropriate and ethical business practices, knowledge of relevant awards, and improved business planning techniques will all help to educate employees of their entitlements and employers of their responsibilities.  

Although units of competency in the existing training package cover elements of these topics
, full qualifications are often not taken up by employees within the industry.  Similar training in these units of competency is being run directly by industry, and has seen an increased uptake.  Both TFIA and TCFUA note that it would be beneficial for this training to meet skills gaps in specific competencies to be provided through the VET system.  That is, the ability to undertake specific units of competency without necessarily completing a full qualification would suit a number of workers in the industry.

As sustainability and green production processes become embedded in general work practices, the textile, clothing, footwear and leather industry needs to be aware of the benefits these practices can have on their business and the growing necessity to focus on triple bottom line outcomes.

As an example, carpet manufacturers are becoming more aware of the need for textile floor coverings to be certified under the Environment Certification Scheme.  Certification can result in a contribution to a building’s star rating issued by the Green Building Council of Australia.  It can also increase an organisation’s chances of winning government tenders.

Skill implications for the industry include a need for skills which relate to sustainable production processes and knowledge of certification requirements, along with knowledge of procedures and processors necessary to demonstrate responsible product stewardship.  In the carpet sector there is currently high demand for specific training to address these skill implications, and training is being offered directly by industry.  More generally, TFIA and TCFUA report that there appears to be reasonable take up of qualifications such as the Diploma in Sustainability (21645VIC) which can be contextualised to meet the needs of specific enterprises within the textile, clothing, footwear and leather industry.

Training in competitive and lean manufacturing is also relevant for improving the sustainability of production processes.  Attempts by Manufacturing Skills Australia to implement workplace training in competitive manufacturing was generally unsuccessful in Victoria as participants required a prior qualification at Certificate II level in order to be eligible for training.  The programs run by TexSkill and the Institute for Lean Systems are important exceptions.  In general there is not a large adoption of formal qualifications across the industry.  A more successful approach has been employer led delivery of lean manufacturing training on a whole of workplace basis.  This allows for on site training delivered around shifts, minimising disruption to the business.

Globalisation and international competition continues to affect the industry.  Import tariffs on clothing were reduced from 17.5% to 10% on 1 January 2010, while tariffs on textiles and footwear fell from 10% to 5%.  TFIA and TCFUA report that many firms in the industry find it difficult to produce adequate business plans and prepare for changing environments.  Managers need the skills to develop a business plan and the flexibility to change the plan when external factors affect the business.  Some relevant qualifications include the Diploma and Advanced Diploma of Management.

In an effort to compete with overseas producers, a number of domestic firms continue to shift elements of their operation offshore.  This requires analytical skills and an understanding of issues such as import regulations, duties and freight.  As a result, there is currently a medium level of demand for the Diploma of Textile Technology and Production Management.  That said, this course is currently only being run at the Royal Melbourne Institute of Technology with approximately 30 students enrolled.  The industry is concerned about the possibility of losing the course as it is closely tied to innovation in fibres and recycling of textiles.  Related need for logistical skills is also generating high demand for the Certificate IV of Transport and Logistics.

Firms are increasingly looking for ways to improve efficiency, including through the implementation of lean manufacturing techniques and specialisation in the production of niche products.  Qualifications such as the Certificate IV, Diploma and Advanced Diploma of Competitive Manufacturing and the Certificate III in Clothing Production provide broad training in these skills.

Technology is also changing the way some firms in the industry operate.  Large businesses are typically able to invest in time and labour saving technologies such as CAD systems.  Smaller firms are also starting to access more affordable CAD systems.  While this underpins such demand for qualifications such as the Certificate IV in Applied Fashion Design and Technology, many equipment providers supply training directly to business.  Moreover, this technology generally reduces demand for labour within the firm.  Developments in technology are also changing the role of machine operators in the industry.  Machine operators now require computer skills and the ability to fully demonstrate the capability of the equipment and technology.  A number of firms have brought in employees with technical expertise from overseas to meet skills requirements.

As in other industries, the issues of an ageing workforce are expected to affect firms in the textile, clothing, footwear and leather industry.  TFIA and TCFUA report anecdotal evidence that over 72% of the industry workforce is aged over 35.  Large losses of the workforce to retirement would leave significant skill gaps, and there is a need to use experienced staff as mentors to new entrants before they leave the workforce.

TFIA and TCFUA also cite skill shortages and gaps in the industry as a key change driver for 2011.  These skill gaps cover a range of issues, including business research and planning
, people management, and social and regulatory compliance.  Qualifications in management and greater knowledge of the industry award and National Employment Standards would assist to meeting these skill gaps.

In the footwear sector there is a growing shortage of skills required to meet demand for custom made footwear, particularly medical grade footwear.  Population ageing is expected to underpin demand for pedorthic footwear, and qualifications such as the Certificate IV in Custom Made Footwear; Certificate IV, Diploma and Advanced Diploma in Supply and Fitting of Pre-manufactured Medical Footwear; and the Certificate IV in Small Business Management all provide skills to address the skill shortage.

The advice of TFIA and TCFUA is that employers generally find it easier to attract young people into the industry in regional areas.  Often that may be due to a family history of working in the industry, while employers will also put workers on traineeships, with local VET providers delivering the formal training elements.  While training is generally available, it may be limited in particular regions, with travel required to access training providers.  That said, some providers (most notably Royal Melbourne Institute of Technology) have a strong reputation for travelling out to regional workplaces to supply top up training, particularly in textile mechanics.

Industry outlook 
Manufacturing forms the traditional base of the Victorian economy.  However, output in the wider sector has been declining steadily as a share of the State economy over the past two decades, and the textile, clothing and footwear industry has followed this trend.  Measures of employment (while erratic) have also followed this declining trend over time.  That result has been driven by strong import competition, a lack of local investment, and (more recently) an elevated $A.

Competition in the textile, clothing and footwear industry has been particularly strong from developing countries in Asia, such as China.  With labour costs accounting for a significant proportion of textile, clothing and footwear manufacturing costs, the divergence in wage costs has placed Australian manufacturers at a significant competitive disadvantage.  In addition, improving productivity has made countries such as China increasingly competitive over time.  As a result, the Victorian textile, clothing and footwear industry has been undergoing structural change, with the production of labour intensive, standardised goods relocating to developing countries.  

The recent global economic downturn also took its toll on the sector, with large output and job losses in 2008.  While there has been a partial rebound in job numbers, the sector remains vulnerable to both the longer term structural challenges outlined above, as well as adverse movements in cyclical drivers.  The most relevant cyclical drivers are interest rates and the Australian dollar, with rising interest rates and a higher $A both expected to pose significant challenges to the sector through 2011.  The recent policy shift by Chinese authorities to allow a slow appreciation in the currency is good news for Victorian manufacturers if it occurs, as it signals a slow blunting of Chinese competitiveness in coming years.  

: Employment outlook – Victorian textile, clothing and footwear industry
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In light of the challenges facing the sector, the Australian Government is providing financial assistance to the textile, clothing and footwear sector in the form of a $400 million innovation package.  The package is designed to build capability in order to improve the capacity of firms to respond to challenges, and replaces two other funding packages – the Product Diversification Scheme and the Supply Chain Opportunities Program. 

There may be opportunities for expansion for firms operating in niche, high value-add segments of the industry.  Yet the challenges of strong global competition facing the sector overall are formidable, and the latest assistance package to the sector comes against the backdrop of a further reduction of tariff protection at the beginning of 2010.  The import tariff on clothing and finished textiles has been reduced from 17.5% to 10%, with a further decrease scheduled to 5% on 1 January 2015.  The tariff on other textiles and footwear has fallen to 5%, from rates varying between 10% and 15%.  The full impact of agreements such as the ASEAN-Australia-New Zealand free trade agreement is yet to be felt, and will put further pressure on domestic manufacturers.
There is good news for the sector from improved income growth in Australia over time.  Deloitte Access Economics expects that will translate into a higher rate of retail spending over the next two years, which should lift sales for all suppliers, including local ones.  That said, a higher proportion of online sales may add to pressure on domestic retailers and, in turn, distribution channels for local manufacturers.   Over the longer term the enormity of the challenges facing the industry means that output and employment are likely to continue trending down over time.

Occupations in demand and critical skills shortages

The table below summarises advice provided by TFIA and TCFUA on occupations which are expected to be in high demand in 2011 and those which will experience critical skill shortages.  

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Skilled apparel machinist
	

	Leather goods maker
	

	Textile, clothing and footwear mechanic
	

	Apparel cutter
	

	Apparel patternmaker / grader
	

	Dressmaker / tailor
	

	Canvas goods maker
	

	General footwear tradesperson
	

	
	

	Occupations experiencing a critical skills shortage
	

	Textile, clothing and footwear mechanic
	

	Apparel patternmaker / grader
	

	Dressmaker / tailor
	

	General footwear tradesperson
	


The table below outlines qualifications which are required for occupations experiencing a critical skills shortage.

Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Textile, clothing and footwear mechanic

	
	Certificate III – Engineering (Mechanical trade – TCF Mechanic)*

	Apparel patternmaker / grader
	

	
	Diploma – Applied Fashion Design and Technology**

	Dressmaker / tailor

	
	Certificate IV – Clothing Production †

	General footwear tradesperson

	
	Certificate III – Footwear Production ‡


* Training can be undertaken through 3 year apprenticeship.

** Training can be undertaken through 4 year apprenticeship.  On the job training is very beneficial.

† Training can be undertaken through 4 year apprenticeship.  On the job training with a tailor is preferable.

‡ Training can be undertaken through 3 year apprenticeship.

17 Transport and Storage

Coverage: Road, rail, aviation and marine (transport), and storage and distribution.

Specific industry and business cycle drivers: Trade (particularly retail, mining, agriculture, manufacturing), fuel prices, population growth, infrastructure policy/provision.

Recent relative sectoral performance rating: Above average

Expected relative sectoral performance rating:  Above average

Summary of ITAB advice and consultation

Advice from Transport and Distribution Training Victoria is the following key change drivers and developments will shape the industry in 2011 and beyond:
· Business systems capacities (demand side)

· Fatigue management regulation (demand side)

· Public transport capacity (demand side/supply side)

· Automation (supply side)

In response to the increasingly complex compliance and safety management requirements of transport businesses, as well as the gains to productivity that can be enabled – through reduced costs and/or increased outputs – business systems skills and specialisations are in demand.  Complementing this, demand for skills in sustainability are also growing, and once again largely driven by regulation and/or innovative businesses.  

In larger businesses, persons with specialised vocational qualifications in business systems and strategy are being employed into dedicated roles. Conversely, the need for individuals with a combination of these skills is high in small transport businesses who cannot afford to employ specialists though face the same regulatory and competitive environment as big business.

In baggage handling and warehousing, automation is alleviating the recent skill shortage and improving productivity.  That is, businesses are trading labour for capital, as a solution to the increased volumes of passenger and freight movements.  Feedback from industry is that capital-to-labour ratios in leading businesses are now close to optimal, with the capacity to absorb increased activity. 

Public transport capacity continues to affect growth in employment across road and rail.  In rail, driver shortages in freight and passenger services are an ongoing issue for metropolitan and regional Victoria.  In fact a recent inquiry into rail skills shortages in Victoria recommended a change to the current qualifications structure for train drivers, which will require an increase in Victoria’s train driver training capacity.  

Bus services in metropolitan Melbourne are growing, with demand for full-time route drivers and part-time school drivers building.  At the same time, some rationalisation of family-owned bus businesses has occurred, and as such the skill need is not yet critical.

In the taxi segment, the reduced volume of international students in Melbourne is limiting the pool of available drivers.  Similar to the case in heavy vehicles, there is a stock of licensed drivers that could potentially be absorbed by the sector to meet the demand – though not until employment conditions are sufficient.

Implementation of the fatigue management regulation for heavy vehicle drivers, including regulated maximum number of hours driving and minimum number of breaks, is said to be having a significantly impact on operators.  In fact for some drivers it is a disincentive to remain in the trade – given the earnings and administrative flow-on of compliance – exacerbating the skill shortage.

The key training implications for the transport and distribution industry relate to the need for a formal shift away from time served progression, in order to minimise skill shortages.  This need becomes more urgent as the volume of new industry entrants continues to decline.   As is occurring in some other Victorian industries, competency-based progression is slowly becoming an acceptable training model.  However, the shift away from a time served model has not been formalised, and younger workers are still largely limited in the tasks they can perform – for example heavy vehicle drivers under 25.  

In maritime in-shore/near-shore shipping; deck hands, deck operators and ships pilot remain in shortage.  Many of these workers have been lured away from the transport sector by the substantially higher salaries offered to service off-shore oil and gas operations.  The shortage is compounded by the time served model that continues to dominate.  In each case the skill shortage could be improved by a change in business mentality, in terms of both time served as well as flexible working arrangements.  This implies lowering employer expectations – allowing an uptake of the existing stock of unemployed or underemployed licensed/qualified persons.  On top of this, an improvement in the other aspects of employment conditions – such as pay – could attract workers from other sectors.  In general, however, there also needs to be a government response in instituting a competency based training system rather than a time served model in this situation.  

The Victorian transport sector continues to see disconnect between license/qualification acquisition and skill acquisition.  However, the industry view is that the shortfall is attributable more to a lack of experience than the content of the qualification itself.  The implication is the businesses themselves should consider ways to develop this experience among new industry entrants, as a qualification/training-based solution here is unlikely.     

Finally, in response to the recent ‘Inquiry into Skills Shortages in the Rail Industry’, there is a push for new qualifications in the rail sector.  In order to create this capacity, a rail training centre is proposed, which would provide training to both drivers and infrastructure maintenance personnel.  At present, training in the rail sector is largely offered in-house by the operators themselves.  The delivery of training is somewhat fractured, with separate training programs within each division of the rail network, and each sector offering their own training.  That situation has been exacerbated by the franchised operation of the rail sector.  Drivers were once trained across the entire metropolitan and regional network, but this is no longer occurring.
In larger and more innovative transport businesses, dedicated sustainability teams are being created to build green skills and meet current and future environmental targets and regulations – for example those detailed in the Victorian ‘Freight Futures’ report .  These teams typically compromise workers with training, systems implementation and strategic management abilities – which are all skills that are generally acquired outside the transport and logistics training package.

Industry outlook

The fortunes of the transport and storage industry are closely tied to the economic cycle, with economic activity and trade implying movement of goods.  This has held true over the last two decades, with the industry maintaining a stable share of Victoria's economy.

On the demand side, the transport and storage industry will benefit from the broader economic recovery underway.  The most cyclical component of the industry tends to be road transport, which will accordingly benefit most immediately from this recovery.  

The recovery in business services is good news for air transport, with business travel picking up.  The same is true of express freight, while regular freight remains somewhat subdued in line with conditions in the retail trade and wholesale trade industries.

All this is expected to result in employment growth in transport and storage in 2011.  Over the longer term, employment is expected to grow in line with broader economy activity.

: Employment outlook – Victorian transport and storage industry
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On the supply side, the Victorian Government is delivering the Victorian Transport Plan, aimed at expanding the capacity of Victoria's transport system.  The plan involves a number of major projects to meet the State's transport needs over the short, medium and longer term.  In the near term, these include the Peninsula Link connection, the Regional Rail Link, and the Truck Action Plan that is designed to improve freight access to the Port of Melbourne.  In addition, the M1 Monash-CityLink-West Gate Upgrade is approaching completion, and an upgrade to the international terminal of Tullamarine Airport is due to be complete in 2011.

A longer term issue that the industry may need to confront is the possibility of continued increases in the price of oil and other energy substitutes over time.  As supply dwindles relative to demand, and carbon pricing policies potentially take effect, the price of oil may well increase notably from its current level.  The implication of higher energy prices will be pressure to adjust transport industry business practices, in search of greater efficiencies. 

Despite the potential inhibitors to transport industry growth, Deloitte Access Economics predicts the industry will perform well against the wider Victorian economy – in terms of job growth – over the short to medium term.  This forecast is consistent with the increased demand for labour in the road, rail and maritime sectors, and with existing infrastructure expansion developments coming online.

Occupations in demand

Heavy vehicle drivers continue to be in short supply in the transport sector, inhibited by both the time served requirements of the current licensing system, as well as the greater capacity to pay for these skills in other industries (for example resources).  An agreeable ‘fast-track’ training model is urgently required to ease this supply constraint and minimise the loss of economic activity in the freight sector that will inevitably result.

In terms of business systems skill requirements, the qualification implication is that smaller businesses will get-by on the compliance and sustainability units now embedded in the transport and logistics training package.  On the other hand, larger business will employ those trained outside transport and logistics – with deeper/specialised skills at the Diploma/Advanced Diploma level.
In regional Victoria, the issues with recruitment and turnover in many of these transport occupations are heightened, placing even greater pressure on these businesses to respond or cease operating.  However, the industry is expecting a new focus on regional activity from the new Victorian Government, which may well bring these skill shortages into the spotlight.

Neither the Australian Government Skilled Occupations List (September 2010) nor the Victorian Skill Shortage List produced by DEEWR at June 2010 reference any transport occupations.  However, advice from Transport and Distribution Training Victoria is that the following occupations will be in demand over the coming year:

Occupations in demand and experiencing critical skill shortages

	Occupations in demand
	

	Stevedore
	

	Integrated rating
	

	Bus driver
	

	Heavy Combination and Multi Combination driver
	

	Taxi driver
	

	Logistics manager/business manager
	

	Train driver
	

	Track and signal worker
	

	
	

	Occupations experiencing a critical skills shortage
	

	Heavy Combination and Multi Combination driver
	

	Train driver
	


Qualifications required for occupations experiencing critical skill shortages

	Occupation
	Qualification

	Heavy Combination and Multi Combination driver

	
	Certificate III – Transport and Logistics (Logistics Operations)

	
	Certificate IV – Transport and Logistics (Logistics Operations)

	Train driver
	

	
	Certificate IV – Transport and Logistics (Rail Operations)


18 Water

Coverage:  Operation of water and wastewater facilities such as dams, pipelines, water treatment facilities, wastewater collection systems, wastewater treatment plants.
Specific industry and business cycle drivers:  Government regulation, population growth, drought, climate change, housing cycle.

Recent relative sectoral performance rating:  High

Expected relative sectoral performance rating:  Average
Summary of ITAB consultation and advice

Advice from the Victorian Water Industry Association is that the following change drivers and developments will be relevant in 2011:

· Climate change and weather (supply side and demand side)

· Government policies and regulatory changes (supply side)

· Re-emergence of mining boom conditions and increased competition for skills (supply side)

The Victorian Water Industry Association has advised that, in general, the industry is not experiencing significant skill shortages at present.  However there may be some pockets of shortage in specific occupations from time to time.  

Government Skills Australia has noted that the demographics of the water industry workforce suggest an impending retention and skill shortage issue for the industry, and imply a corresponding (current) training need.  However, the Victorian Water Industry Association has not been made aware of any industry desire for a short term lift in training and recruitment in preparation for vacancies induced by workforce ageing.

The outcome of the recent Victorian election has changed government policy toward two major water projects in the State – the North-South Pipeline and the Wonthaggi desalination plant.  The new State government has flagged plans to shut down the North-South Pipeline and to reduce funding to the desalination plant.  Those plans have the potential to reduce demand for skilled labour in the industry.

The recent release of best practice guidelines for water treatment by the Victorian Department of Health and the Victorian Water Industry Association has recommended minimum competencies required for water treatment operators.  The guidelines recommend high levels of competency for employees undertaking water treatment operations of greater complexity.  Although these guidelines are not mandatory, they are likely to result in some increased demand for training for a relatively small number of existing staff in specific areas of water treatment.  

This up-skilling is expected to be achieved through the completion of an entire qualification rather than a subset of skills, with the Certificates II, III and IV in Water Industry Operations (Water Treatment) most relevant.  

The recent high levels of rainfall and flood episodes in Victoria in 2010 and early 2011 have highlighted the impact of weather conditions on the industry.  Beyond 2011, the influence of climate change may make weather patterns more variable and increasingly unpredictable, underscoring the need for long term planning.  Although recent rains have reduced the short term relevance of infrastructure projects such as the Wonthaggi desalination plant, they remain important projects from a perspective of planning for future needs.

In 2007 and 2008, the Victorian water industry reported higher staff turnover and a greater difficulty in attracting quality applicants for available positions due to competition for skills from the mining sector.  The expected re-emergence of mining boom conditions may again have some implications for the Victorian water sector in 2011 and beyond.  That said, much of the competition for skills from the mining sector concerns construction-related occupations, which are relevant for the development of water infrastructure projects, but less important to water industry operations and the delivery of water services.

The Victorian Water Industry Association reports that industry operators are not expecting to have great difficulty filling vacancies in regional areas in 2011.  A job with a regional water authority is generally considered an opportunity for a stable and relatively well paying career.  Water authorities each have education officers to speak to school students and several have scholarships and work experience programs.  There is a broad effort to recruit local people as they are more likely to be retained.  There is relatively good coverage of registered training organisations providing water related qualifications in regional areas.  However there is a growing desire for training to be provided in the workplace to improve accessibility.

Most occupations across the water industry could be classified as utilising green skills of some nature.  In particular, the industry is likely to be increasingly be involved in the use of desalination, recycling and water sustainability practices in the future, and a range of up‑skilling of existing staff will be required to keep pace with technology and regulatory changes.

Industry outlook 

The provision of water is an essential service, and demand does not vary greatly during economic cycles.  Indeed, despite the recent economic downturn, water prices have continued to rise.  Key reasons for this are the increasing costs in ensuring water security across drought‑prone areas, including an increase in user charges.  

Investment in water supply is likely to increase going forward.  The focus of such investments remains one of providing water security for major population centres.  Ongoing drought and the risk of below average rainfalls have already forced a number of State and local governments to invest in desalination plants and water saving technologies, with that trend expected to continue into the future.  

Several major projects have just been (or will soon be) completed, including the Sugarloaf pipeline which was switched on in February 2010 as part of the Northern Victoria Irrigation Renewal Project, and the Wimmerra-Mallee Pipeline which converted 9000km of open channel to pipelines and was completed in April 2010.  A number of other projects are still underway, and should help to support employment growth over the medium term. 

The most significant project underway is the desalination plant in the Wonthaggi region in Gippsland, southeast of Melbourne.  The project is estimated to cost around $5.7 billion, and is expected to be completed by the end of 2011.  
Other projects include an upgrade of the Somers Treatment Plant, jointly funded by the Victorian government, South East Water and Bluescope Steel.  Melbourne Water is also upgrading the Eastern Treatment Plant in Carrum, with work expected to be completed in 2012 at a cost of $380 million. 

: Employment outlook – Victorian water industry
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The charts above show employment forecasts for the water supply, sewerage and drainage services component of the utilities industry in Victoria.  It shows that while employment estimates for the sector are somewhat erratic, employment is seen to have increased sharply from 2003 to 2008, with a sharp reduction then reported for 2009, followed by a rebound in 2010.  Employment is expected to remain relatively steady going forward, and is likely to remain elevated compared to historical averages.  Indeed, that expected consolidation follows a doubling of the workforce through the first half of the last decade.
Occupations in demand and critical skills shortages

The table below summarises advice provided by the Victorian Water Industry Association on occupations which it expects will be in high demand in 2011.  The Victorian Water Industry Association reported that it is not aware of any occupations in the industry which are expected to be experiencing critical skill shortages in 2011. 

Occupations in demand

	Occupations in demand
	

	Water distribution maintenance operators
	

	Water technicians 
	


Appendix A : Industry concordance

Table A.1 : Concordance between ITAB industry structure and ABS ANZSIC classification

	ITAB Industry
	ANZSIC Industry

	Automotive
	        Motor Vehicle and Motor Vehicle Part Manufacturing

	
	        Other Transport Equipment Manufacturing

	
	        Motor Vehicle and Motor Vehicle Parts Wholesaling

	
	        Motor Vehicle Retailing

	
	        Motor Vehicle Parts and Tyre Retailing

	
	        Automotive Repair and Maintenance

	Building and construction

	
	        Residential Building Construction

	
	        Non-Residential Building Construction

	
	        Heavy and Civil Engineering Construction

	
	        Land Development and Site Preparation Services

	
	        Building Structure Services

	
	        Building Installation Services

	
	        Building Completion Services

	
	        Other Construction Services

	Business services
	

	
	        Waste Collection Services

	
	        Waste Treatment, Disposal and Remediation Services

	
	        Central Banking

	
	        Depository Financial Intermediation

	
	        Non-Depository Financing

	
	        Financial Asset Investing

	
	        Life Insurance

	
	        Health and General Insurance

	
	        Superannuation Funds

	
	        Auxiliary Finance and Investment Services

	
	        Auxiliary Insurance Services

	
	        Motor Vehicle and Transport Equipment Rental and Hiring

	
	        Farm Animal and Bloodstock Leasing

	
	        Other Goods and Equipment Rental and Hiring

	
	        Non-Financial Intangible Assets (Except Copyrights) Leasing

	
	        Property Operators

	
	

	
	        Real Estate Services

	
	        Scientific Research Services

	
	        Legal and Accounting Services

	
	        Advertising Services

	
	        Market Research and Statistical Services

	
	        Management and Related Consulting Services

	
	        Other Professional, Scientific and Technical Services

	
	        Computer System Design and Related Services

	
	        Employment Services

	
	        Other Administrative Services

	
	        Building Cleaning, Pest Control and Gardening Services

	
	        Packaging Services

	Community services & health

	
	        Hospitals

	
	        Medical Services

	
	        Pathology and Diagnostic Imaging Services

	
	        Allied Health Services

	
	        Other Health Care Services

	
	        Residential Care Services

	
	        Child Care Services

	
	        Other Social Assistance Services

	Cultural & recreation

	
	        Motion Picture and Video Activities

	
	        Sound Recording and Music Publishing

	
	        Radio Broadcasting

	
	        Television Broadcasting

	
	        Libraries and Archives

	
	        Museum Operation

	
	        Creative and Performing Arts Activities

	
	        Sports and Physical Recreation Activities

	
	        Amusement and Other Recreation Activities

	Electro-technology & communication

	
	        Printing and Printing Support Services

	
	        Reproduction of Recorded Media

	
	        Electricity Generation

	
	        Electricity Transmission

	
	        Electricity Distribution

	
	        On Selling Electricity and Electricity Market Operation

	
	        Gas Supply

	
	        Newspaper, Periodical, Book and Directory Publishing

	
	        Software Publishing

	
	        Internet Publishing and Broadcasting

	
	        Telecommunications Services

	
	        Internet Service Providers and Web Search Portals

	
	        Data Processing, Web Hosting and Electronic Information Storage Services

	
	        Other Information Services

	Food

	
	        Food, Beverage and Tobacco Product Manufacturing



	Forestry

	
	        Forestry and Logging

	
	        Forestry Support Services

	
	        Log Sawmilling and Timber Dressing

	
	        Other Wood Product Manufacturing

	
	        Pulp, Paper and Paperboard Manufacturing

	
	        Converted Paper Product Manufacturing

	Furniture

	
	        Furniture Manufacturing



	Manufacturing and engineering

	
	        Mining

	
	        Other Manufacturing

	
	        Petroleum, Coal, Chemical, Polymer and Rubber Product Manufacturing

	
	        Non-Metallic Mineral Product Manufacturing

	
	        Primary Metal and Fabricated Metal Product Manufacturing

	
	        Professional and Scientific Equipment Manufacturing

	
	        Computer and Electronic Equipment Manufacturing

	
	        Electrical Equipment Manufacturing

	
	        Domestic Appliance Manufacturing

	
	        Pump, Compressor, Heating and Ventilation Equipment Manufacturing

	
	        Specialised Machinery and Equipment Manufacturing

	
	        Other Machinery and Equipment Manufacturing

	
	        Architectural, Engineering and Technical Services

	
	        Machinery and Equipment Repair and Maintenance

	Primary industry
	

	
	        Nursery and Floriculture Production

	
	        Mushroom and Vegetable Growing

	
	        Fruit and Tree Nut Growing

	
	        Sheep, Beef Cattle and Grain Farming

	
	        Other Crop Growing

	
	        Dairy Cattle Farming

	
	        Poultry Farming

	
	        Deer Farming

	
	        Other Livestock Farming

	
	        Aquaculture

	
	        Fishing

	
	        Hunting and Trapping

	
	        Agriculture and Fishing Support Services

	
	        Parks and Gardens Operations

	
	        Veterinary Services

	Racing
	

	
	        Horse and Dog Racing Activities



	Service Industries
	

	
	        Agricultural Product Wholesaling

	
	        Mineral, Metal and Chemical Wholesaling

	
	        Timber and Hardware Goods Wholesaling

	
	        Specialised Industrial Machinery and Equipment Wholesaling

	
	        Other Machinery and Equipment Wholesaling

	
	        Grocery, Liquor and Tobacco Product Wholesaling

	
	        Textile, Clothing and Footwear Wholesaling

	
	        Pharmaceutical and Toiletry Goods Wholesaling

	
	        Furniture, Floor Covering and Other Goods Wholesaling

	
	        Commission-Based Wholesaling

	
	        Motor Vehicle Parts and Tyre Retailing

	
	        Fuel Retailing

	
	        Supermarket and Grocery Stores

	
	        Specialised Food Retailing

	
	        Furniture, Floor Coverings, Houseware and Textile Goods Retailing

	
	        Electrical and Electronic Goods Retailing

	
	        Hardware, Building and Garden Supplies Retailing

	
	        Recreational Goods Retailing

	
	        Clothing, Footwear and Personal Accessory Retailing

	
	        Department Stores

	
	        Pharmaceutical and Other Store-Based Retailing

	
	        Non-Store Retailing

	
	        Retail Commission-Based Buying and/or Selling

	
	        Accommodation and Food Services

	
	        Travel Agency and Tour Arrangement Services

	
	        Gambling Activities

	
	        Personal Care Services

	
	        Funeral, Crematorium and Cemetery Services

	
	        Other Personal Services

	Textile, clothing & footwear

	
	        Textile Manufacturing

	
	        Leather Tanning, Fur Dressing and Leather Product Manufacturing

	
	        Textile Product Manufacturing

	
	        Knitted Product Manufacturing

	
	        Clothing and Footwear Manufacturing

	Transport and storage

	
	        Transport, Postal and Warehousing



	Water
	

	
	        Water Supply, Sewerage and Drainage Services




Appendix B : Industry consultation

This appendix has been provided to Skills Victoria in confidence.
Appendix C : Australian Apprenticeships – National Skills Needs List, January 2010

This regularly updated list includes trades which are experiencing persistent skills shortage on a national level, based on DEEWR labour market research.  The Federal Government offers incentives for employers to take on apprentices in these fields, as well as benefits for the apprentices themselves.  These include the Support for Adult Australian Apprentices payment, Tools For Your Trade payment, Rural and Regional Skills Shortage incentive and the Securing Australian Apprenticeships initiative.

The trades included on the January 2010 list are shown in the table below, grouped by each ITAB.

	ITAB
	Trades needed

	Automotive
	Automotive electrician, Panel beater, Motor mechanic, Vehicle body maker, Vehicle painter, Vehicle trimmer

	Building and construction
	Bricklayer, Carpenter, Carpenter and joiner, Drainer, Fibrous plasterer, Gasfitter, General plumber, Mechanical services and air-conditioning plumber, Painter and decorator, Roof plumber, Roof slater and tiler, Solid plasterer, Stonemason, Wall and floor tiler

	Business services
	n/a

	Community services and health
	n/a

	Culture and rec
	n/a

	Electro-tech and comms
	Binder and finisher, Communications Linesperson, Electrical powerline tradesperson, Electrician (Special class), Electronic equipment tradesperson, General Communications Tradesperson, Printing Machinist, Screen printer

	Food processing
	Baker, Butcher (including smallgoods producers), Pastry cook

	Forestry
	Wood machinist (A-grade)

	Furnishing
	Binder and finisher, Fitter, Floor finisher, Furniture finisher, Furniture upholsterer, Landscape Gardener, Painter and decorator, Picture framer

	Metals and engineering
	Aircraft maintenance engineer (Avionics), Aircraft maintenance engineer (Mechanical), Boat builder and repairer, Electronic equipment tradesperson, Fitter, Flat glass tradesperson, Locksmith, Metal fabricator, Optical mechanic, Pressure welder, Refrigeration and air-conditioning mechanic, Sheetmetal worker (First class), Toolmaker, Welder (First class)

	Primary
	Tree surgeon

	Racing
	n/a

	TCF
	n/a

	Water
	n/a

	Wholesale/retail/tourism/hosp
	Cook, Hairdresser


Source: www.australianapprenticeships.gov.au  
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� Federal Chamber of Automotive Industries, 2010, Vehicle Sales for December 2010


� Ibid


� Federal Chamber of Automotive Industries, 2010, Vehicle Sales for December 2010


� http://www.abc.net.au/news/stories/2010/12/08/3087899.htm


� http://www.neilsonpromotions.com/news-releases/862-chh-ramping-up-myrtleford-ply-mill


� For the purpose of employment forecasts, primary industries are defined across numerous ANZSIC categories, the largest of which is sheep, beef cattle and grain farming, followed by dairy cattle farming.  This classification does not include the forestry sector.  Note that concordance issues between ANZSIC industry classifications and ITAB industry coverage is particularly relevant in the Primary sector.  Imperfect alignment between the two industry classifications and a rising tendency for the primary sector to provide a secondary source of income for individuals means that a concordance from the ANZSIC industry employment data is likely to understate the number of persons employed in the sector.


� For the purpose of employment forecasts, the services industry is defined to comprise a range of ANZSIC categories, the largest of which are accommodation and food services, and supermarket and grocery stores.    Tourism activity, which is included in this ITAB, does not have its own ANZSIC category.  However, most tourism trade is captured through ANZSIC categories such as accommodation and travel agency services.  


� For example, LMTGN6004B – Negotiate and manage contracts to produce finished design products, and LMTGN6002A – Manage quality systems and procedures.


� The majority of business surveyed by TFIA and TCFUA are not using a business plan and do not appear to be familiar with the basics of business planning.
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