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Executive Summary

The availability of a highly skilled professional workforce is critical to Australia’s ability to meet its longer term economic, social an environmental objectives.
Australia is currently experiencing serious shortages of professionals across a range of occupations.  There is mounting evidence that these skill shortages are hampering Australia’s growth and export performance and governments’ capacity to meet community expectations in relation to health and education services and infrastructure provision in particular.

Professions Australia considers that, to better match the supply and demand for professional skills over the longer term, more comprehensive, robust and forward looking information on Australia’s future requirements for professional skills is essential.  Without this information governments and other stakeholders are not well positioned to make the most appropriate and cost effective decisions on the development of our professional skills base.
Professions Australia is recommending the early establishment of an ongoing capacity to map Australia’s longer term requirements for professional skills.  We consider this will provide invaluable guidance to professional workforce policy and planning and government and industry investment in education and training.  The objective of Skills Mapping should be to identify the professional resource issues, challenges and opportunities facing Australia over a 5-10 year timeframe.
It is clear that matching the flow of graduates to individual community needs is an increasingly important issue.  Globalisation, technological and demographic change and the desirability of maintaining positive economic growth will only increase the pressure on governments and other stakeholders to take appropriate action to support and implement initiatives to address occupational and skill imbalances.  Failure to anticipate and develop appropriate responses to these challenges risks adverse impacts on employment, income, income distribution and social cohesion over the longer term.
Skills shortages will not be readily addressed by expanding university places when it takes a considerable amount of time to obtain the necessary qualifications or where there may be other impediments to expanding the number of graduates in a particular profession.  Without the benefit of quality information on Australia’s likely future requirements for professional skills, government policy responses and initiatives by other stakeholders including professional associations, are at best,  likely to provide short-term or partial solutions or at worst, destined to fail.
While addressing these issues will require input from all stakeholders, including professional associations, the Committee is of the view that the Federal Government is best placed to provide leadership in this important area. 
Recommendations:
That the Federal Government take the lead in facilitating a more comprehensive and coordinated approach to professional workforce planning by:
1.
Providing the resources necessary to establish an ongoing capacity to map Australia’s future professional workforce supply and demand over a 5-10 year timeframe.

2.
Providing additional resources, in conjunction with other stakeholders, to develop a more comprehensive research capacity on professional workforce issues.

3.
Supporting the establishment of a clearing house for research on professional workforce issues. 
4.
Establishing a high level body, that includes representatives of key stakeholders, with responsibility for coordinating and managing the mapping of Australia’s longer term professional skills requirements.

Overview
An important determinant of Australia’s ability to achieve further improvements in its standard of living in an increasingly competitive and knowledge intensive global environment will be the availability of adequate numbers of highly skilled professionals.  

The challenge we are facing is to find the right mix of policies, programs and stakeholder actions to more effectively respond to the complexities of professional workforce demand and supply.  A critical first step in addressing this challenge is improving the quality of information available to government and other stakeholders to support effective decision making.  The most urgent need is for more comprehensive and robust workforce data, including projections of long term supply and demand for professional occupations.  

Mapping Australia’s longer term requirements for professional skills will provide the data and research necessary to better managing the supply and demand for professional skills.  It will also ensure we are maximising the outcomes from investment in professional skills accumulation, and facilitate a shift from the current ad hoc arrangements to a more coordinated national approach to professional workforce planning and policy development.      
The long lead times in developing professional skills means that failure to anticipate emerging trends in the supply and demand for professional skills is likely to result in skill shortages or oversupply in the future. 

Australia is already facing a major skills formation challenge across a number of professional occupations.  This situation is likely to deteriorate with demand for professionals increasing faster than for any other occupational group.  Concerns about skills shortages (at both the occupational and community level) are receiving increasing attention in the media and within industry and professional groups.  

The concern is not only about the numbers of professionals in any given occupation but also about whether the skills of graduate professionals are keeping pace with new technologies and the requirements of businesses operating in a competitive global market.  New technologies are impacting on the occupational composition of demand and changing skill requirements within occupations.  Ongoing structural change in industry will impact on the nature of skills required and the sources of new skills. The skill sets required in the workplace will continue to change and expand meaning current approaches to professional skills development may be inadequate.
Shortages of skilled professionals will become a more critical issue over the next decade as the number of new entrants into the workforce declines and the population ages.  
The pace of change underlines the challenge Australia is facing in better matching demand for and supply of professional skills to ensure we maximise the opportunities for future productivity growth and improving the quality and availability of infrastructure and essential services.  

Professions Australia has prepared this discussion paper because of growing concern among our member associations about the longer term consequences of professional skill shortages.  This does not diminish the need to address skills shortages in other equally important areas, for example, trades occupations. However there is a need for a more balanced and comprehensive approach to workforce planning at the national level which also gives priority to addressing skill imbalances across the range of professional occupations.  
The factors underpinning skill shortages highlight the need for coordinated action by all stakeholders including government, professional and industry associations, education providers and individual businesses.  Given the national nature of skills shortages, the Federal Government is best placed to provide leadership in this important area.  
Desired outcomes
Professions Australia is seeking a federal government commitment to provide the necessary resources to establish the capacity to map Australia’s longer term requirements for professional skills.
This will ensure all stakeholders have comprehensive and robust information on which to base effective strategies for the development of the professional skills capacity and capability to meet Australia’s future economic, social and environmental needs on a sustainable basis.

An effective well functioning market for professional skills that is responsive to a continually changing economic and social environment requires effective decision making by all key stakeholders, including governments, professional associations, higher education institutions and prospective students.  The key to effective decision making is access to accurate, timely and relevant labour market data and research.

An ongoing capacity to map Australia’s likely future skills requirements will ensure that:

· The availability of professional skills is more closely aligned with our longer term needs; 

· All stakeholders, including the tertiary education sector, are more responsive to emerging skills needs; and
· Governments and other key stakeholders maximise the cost effectiveness of resources devoted to the development of professional skills capacity and capability. 
Key Issues
What are professional associations doing to address future skills needs?

Professional associations recognise they have an important role to play in addressing current and emerging requirements for professional skills.  They are actively working with other stakeholders developing and implementing strategies to position their professions as an attractive career option and to ensure the future supply of professionals meets Australia’s longer term needs.  

Some of the initiatives that individual professional associations are currently pursuing include:

· Working to promote the profession as an attractive career option including through branding campaigns such as those being run by the accounting professional bodies;
· Conducting surveys of industry leaders about future professional skill requirements and holding roundtables to identify recruitment and retention strategies;
· Commissioning studies on the causes of skill shortages;
· Exploring possible solutions to existing skill shortages including the application of conversion courses for applicants from non-traditional disciplines or minimising the barriers to entry between different modes of education while maintaining professional standards;

· Working with state and territory governments on ways to attract and retain professionals in rural and regional areas;

· Developing and implementing strategies to encourage school-leavers to pursue careers in particular professions, for example, by working with career counsellors at the community level, participation in career expos and developing information resources for school leavers;

· Promoting the benefits of more flexible workplaces to provide a better work/life balance and encourage professionals to re-enter or remain in the workforce on a part-time basis; 

· Working with universities to ensure changing professional skill requirements are incorporated into curricula;
· Running courses for the retraining of older professionals; and
· Funding research to develop a better understanding of the skills issues for individual professional occupations.
Employers of professionals also have a responsibility to put in place strategies to attract and retain professional staff.  They need to provide the right incentives to recruit and retain staff such as devoting sufficient resources to professional development.  They must look to their organisational systems and structures and introduce work arrangements suited to the changing needs of professional staff, including increased flexibility and mobility.   This will often require more flexible approaches to hiring professionals; for example, many of the major consulting engineering firms are addressing the difficulties of accessing professionals locally through the global integration of their operations to access certain skills offshore – outsourcing non-core skills is one way of managing the peaks and troughs of project work.  Firms are increasingly offering work experience and professional cadetships to attract future graduates and address the need for these graduates to have a greater appreciation of business issues.
However the causes of skill shortages are usually complex and are unlikely to be readily addressed by individual actions.  The impact of initiatives by professional associations or individual firms will be limited if there are other serious impediments to addressing skill shortages, for example, the number of available university places is fixed.  For example, in response to the dire shortage of accountants, the local branch of CPA Australia has invested considerable time and resources in marketing accounting to young people considering university, with the objective of expanding the supply of accountants in the ACT.  In 2004 due to the pressure of other priorities, the University of Canberra did not make second round offers to prospective accounting students, as had been the case in previous years.  As a result, and despite the efforts of the professional body, the supply of accounting graduates may actually decline in three years time.  

It is also essential that the strategies being pursued by professional bodies and firms are developed on the basis of sound information and are focussed on addressing underlying causes rather than simply providing a quick fix. 
The Australasian Institute of Mining and Metallurgy – Rising to the Challenge
In early 2000 the Australian minerals industry recognised that it was facing some major challenges.  Its capacity to attract talented people was limited by community perceptions of the industry and other factors such as the remoteness of its operations.  Operational technical skills were strong although competitive pressures had denuded R&D effort and related skills across the industry.  Few companies had identified the non-technical competencies they needed for future success.  There was little contact with the tertiary education sector – the main supplier of skills.

The industry commissioned a study (with financial support from DEST) to answer the question “Are we confident that the minerals industry has the professional staff capability to appropriately position it to meet the demands of tomorrow?”   

The study was structured around four questions:

*Where are we now?

* Where do we want to be?

*What is needed to get there?

*How do we make this happen?

As a result of the principal findings of the study, industry stakeholders are pursuing a number of strategies including: 

▪
Working together to improve its image and build new employment options for the people it needs;

▪
Identifying possible research projects to better understand the industry’s workforce issues;

▪
Companies are looking to their organisational systems and structures to identify and attract the people they need, and better motivate, develop and utilise their professional staff; and

▪
AusIMM is implementing a process to maximise buy-in and develop cooperative industry approaches, including working with universities and other education providers to ensure they are well informed of industry challenges and needs.

Source: Rising to the Challenge report; report on Minerals Industry Workshop – attraction and retention of professional staff
What are skills shortages?

A skill is an ability to perform a productive task at a certain level of competence.  Professional skills are associated with a qualification acquired through formal education and training at the tertiary level.  An individual can also acquire additional skills through various forms of informal learning and on the job training and experience.  For many professions, participation in a clinical or industrial placement is an essential step in achieving professional accreditation.
A shortage occurs when the demand for a particular occupation is greater than the supply of qualified persons, who are available and willing to work under existing market conditions.  A shortage may only be evident in a particular specialisation in an occupation, not across the whole occupation.  

Skill shortages may also be restricted to particular geographic locations; for example, the availability of many health professionals including doctors, medical specialists, dentists and allied health professionals is a major concern for those living in parts of rural and regional Australia.  Veterinary science is a very popular career option and Australia leads the world in the number of graduates in relation to population.  Yet there are serious shortages of graduate veterinarians in rural Australia.
Shortages can be caused by an expansion in the numbers demanded or a contraction in the numbers available.  The shortages currently existing in some occupations are an outcome of a strong and growing economy.  Shortages can also emerge because the long lead times in educating and skilling professionals make it difficult to respond to an unexpected increase in demand.  Some skill shortages may be addressed over time as the market adjusts including through price and quality adjustments.  Shortages of skilled professionals in areas such as nursing have been long term and persistent and are the result of a complex combination of supply and demand side factors.
There are two kinds of skill shortages: quantitative and qualitative.  Quantitative shortages occur when there is a shortage of people who have the necessary skills described in the occupation.  The DEWR National Skills and Shortage Lists 2004, for example, provides a quantitative measure of the shortages currently occurring in a number of professions including Engineering, Accountancy, Nursing, Dentistry, Pharmacy, Physiotherapy and Podiatry. 
Qualitative shortages occur when there is a deficiency in the skill-set of the people who are working, or want to work, in a particular occupation.  Professionals in many occupations may be technically well qualified, but unable to demonstrate a broader range of competencies required by employers, for example, business understanding and skills, health safety and environmental consciousness, social skills and the ability to work in teams and multicultural environments.  For example, while there may be sufficient engineering graduates available across Australia with the necessary technical skills, there may be insufficient engineering graduates with the communication or management skills required to fill engineer graduate positions.  

What are the causes of skill shortages/oversupply? 
Anecdotal evidence from professional associations suggests that skills availability is influenced by a range of supply-side factors including structural issues (for example, an ageing workforce), numbers completing training and the availability of clinical or industrial placements essential to professional accreditation.  Insufficient funding for clinical placements is having a negative impact on supply for some allied health professions such as audiology and podiatry that are experiencing increasing demand as a result of demographic change.  There is a shortage of veterinary pathologists with smaller numbers being trained following the privatisation of government laboratories.
Changing attitudes to work/life balance (as for Generation X and Y), coupled with an increase in the numbers of women entering many professions is influencing the available supply of professional skills.  More professionals are choosing to change career, to work for multiple employers or are demanding a more flexible approach to work on a contract or part-time basis.  The increasing proportion of females in the dentistry profession, for example, has lead to a reduction in the number of hours worked.  
Supply can also be affected by perceptions about the attractiveness of work in a particular occupation or location, for example, one of the reasons the mining industry is experiencing difficulty in recruiting metallurgy and mining engineering professionals is the remoteness of likely worksites.  Poor management practices at the firm level can influence graduate retention rates.  Industries where cyclical or project based work makes up part of the work profile can find that the need for a particular skill fluctuates, and they cannot readily offer longer term job security when a  project comes to an end.  Shortages generally  appear earliest in those sectors and situations which tend to be less attractive locations for professional practice, that is, rural and remote areas, public practice and areas of lower socio-economic status in cities.
Consulting Engineers – Causes and Impacts of Skill Shortages
In February 2005, the Association of Consulting Engineers (ACEA) surveyed the largest consulting engineering firms in its membership, to determine the impact that skills shortages is having on commercial engineering firms.  The firms all reported that overall shortages of professional engineering staff are having an impact in the following areas:
▪ a reduction of the firms’ ability to tender for business and restricting business growth;
▪ a reduction in their ability to finish projects within deadlines; and
▪ an increase in pressure on existing staff to achieve delivery of projects.

The survey results found that the reasons for staff shortages are strongly influenced by the volume, type and location of engineering projects, with critical skills shortages most likely in highly specialist fields of engineering.  Salaries, opportunities for career progression, changes in personal circumstances, i.e. buying a home and starting a family and opportunities to work overseas, are also influential in determining whether staff will stay within firms, move to competitors or leave the industry altogether.  The pressures and lifestyle influences on mid level staff which drive or entice them to leave the engineering industry are compounding the effect of shortages of engineering graduates.  Being able to map the demand for engineering skills and gaining a better understanding of the ‘push / pull’ factors on engineers in the commercial sector will be an essential tool for the development of effective long term recruitment and retention strategies.  

ACEA is in the process of expanding this survey to include smaller to medium size consulting engineering firms.
The lack of opportunities for promotion or partnership now emerging because of the age structure in accountancy practices may impact on student choices in the future and exacerbate already acute skill shortages. 
Following the tech-wreck there is a perception that IT jobs no longer exist, as evidenced by declining enrolments in tertiary courses, even though there are critical skill shortages in some areas.   
The higher education sector can take time to recognise a shortage or they may have limited flexibility to respond to increases in demand for particular professional skills.   For example, a reduction in dental graduates in the early 1980’s and an increase in need and demand for dental services is contributing to an emerging shortage in Australia’s dental labour force.
  Course-mix decisions by universities may also accentuate skill imbalances.  The decisions by some universities to no longer offer some small enrolment courses like audiology, podiatry, orthotics and prosthetics and specialised engineering courses can be expected to lead to or exacerbate existing skill shortages in the future.  Or the decision by too many universities to respond to current shortages by creating new schools in particular disciplines may lead to oversupply in the future.
QUANTITY SURVEYORS: Facing Critical Shortages
The Australian Institute of Quantity Surveyors records show that the average age of the 4,000 quantity surveyors working in Australia is 42 and the number of graduates is less than 90 each year.  The average age of skilled migrants coming to Australia is also relatively high at 35 and less than 88 successfully migrate each year.  With increased work demands, natural wastage, retirement, limited skilled migration and significant outward transfers of quantity surveyors to overseas work stations, the quantity surveying profession is facing critical shortages of qualified professionals.

The skills shortage for some professions has also been influenced by demand-side factors.  For example, the accountancy profession is currently experiencing skill shortages across a range of disciplines for a number of reasons – strong business confidence, increasing demands following the reform of corporate compliance regulation, the introduction of international financial reporting standards (IFRS) and changes in public sector accounting requirements. The fact that Australia is one of the first countries to move to IFRS means that experienced local accountants will, in time, be highly sought after by overseas employers, exacerbating the already acute supply situation.  
The broader project management skills of engineers with double degrees are making them attractive to employers in other sectors increasing the competition for a limited pool of engineering graduates.  Growing global demand for resources is contributing to existing shortages of mining engineers and metallurgists in that sector.  Mining companies and contractors are struggling to find enough skilled workers to staff multi-million dollar expansions of coal, alumina, iron ore and gas projects to capitalise on high commodity process and soaring Chinese demand.

The pace of technical change in the information technology sector means that employers are seeking professional staff that are adaptable and flexible since the skills of IT professionals so rapidly become redundant.  The tech-wreck has heightened industry demand for professionals with a broader range of skills including good interpersonal skills and business acumen.

Professional associations also report that the complexity of operating businesses in an increasingly competitive, global market is creating new skill shortages.  More informed consumers, customer service demands, health, safety and environmental issues and regulatory compliance are all driving the demand for new skills (for example, the latter is driving demand for professionals with skills in risk management and sustainability issues).  And employers are looking for graduates who are not only technically qualified but have a number of employability skills including management and communication skills. 
Australia is also now competing for professional skills in a global market place.  This is particularly true of accountants and computing professionals who are by far the largest category of skilled movers in and out of Australia
.
Professional associations have less information about other issues influencing skills availability such as the factors shaping the demand and supply for particular skills, including the likely impacts of new technologies and social change, what influences student choice, why individuals may be leaving particular professions, or the professional skill requirements of individual firms and the specific issues they may be confronting in recruiting qualified professionals.  Few professional associations have access to comprehensive data and analysis on the capacity of the profession to respond to changes in longer term supply and demand.
Why are shortages of skilled professionals a cause for concern?
Australia, more than ever, has a services based economy.  Professionals account for 18.9% of Australia’s total labour force (2001)
 and represent the largest occupational grouping.  As in other developed economies, demand for professional and technical occupations is growing at a much faster rate than overall employment.  Failure to anticipate and make the appropriate investments to meet future demand for professional skills will have a number of negative economic, social and environmental consequences:

· Shortages of critical skills can make an economy less competitive in a rapidly changing global environment.  
If the increase in relative demand exceeds the increase in relative supply for certain skilled occupations there may be additional pressure on relative wages with consequent impact on prices.  Competition for skills when shortages occur also makes it more difficult to retain professional staff.  For example, intense competition for skilled professionals between major mining projects seeking to exploit growing demand for our mineral resources is putting pressure on wage costs and making it difficult to retain key staff.
Developed economies are competing for multinational investment more and more on the basis of the educational attainment and skills of their people and the availability of high quality infrastructure and service provision.  Shortages of critical skills, and the consequent impacts on the quality of infrastructure and service provision, will contribute to Australia being a less attractive destination for investment and more mobile highly skilled professionals.
· Under-investment in professional skills accumulation will limit the labour market’s potential contribution to future productivity growth.  

In many OECD countries, business services currently account for the bulk of labour productivity growth.  The services sector in Australia was a particularly important contributor to the acceleration in multi-factor productivity (MFP) over the 1990s. 
   All areas of business are reliant on the availability of professional services such as human resources, marketing, information technology, engineering and design and accountancy to meet their changing business needs and lift their productivity performance.  

As developed economies like Australia move into a period of “demographic drag”, maintaining economic growth will be increasingly dependent on the depth and innovative capacity of our professional workforce. 

Shortages of Railway Engineers – Impact on Future Rail Projects
Engineers Australia is concerned with growing shortages of graduates across Australia’s engineering, science and technology base.  The number of enrolments, particularly in the engineering fields is declining.   Commencing student numbers in engineering have not increased for five years.  In 1999, only 7.8% of degrees awarded in Australia were in essential areas of engineering and technology (converting ideas into products or services).

In some areas of engineering a skills shortage already exists or is predicted to occur.  Engineers Australia has identified shortages for mining engineers, railway engineers, electrical power engineers, road engineers and structural engineers.

The shortage of railway engineers is occurring in several specialisations.  The shortages are growing and unless addressed, completion dates and the profitability of future Australian rail projects will be affected.

The reasons why the shortage will become more pronounced include:

▪
Ageing of the workforce;

▪
Reduction in new graduate employment;

▪
Lack of opportunities for rail engineers to gain the necessary skills required to work with the new, rapidly changing rail technology; and

▪
Continual overseas demand for Australian railway engineers due to a world-wide shortage and the large number of rail construction projects in Asia.

The median age of rail engineers is increasing three times faster than that of the rest of the workforce.  Around 62% of railway engineers expect to leave the rail industry in the next ten years.

Despite the shortages being recognised by rail sector organisations, very few are taking substantial action to address it.
Source: Engineering for Rail Sector Growth: A Report on Engineering Rail Skills Shortages in Australia – Athol Yates, Engineers Australia.

· The increasing knowledge intensity of economic activity means that Australia’s international competitiveness is more dependent on the quality of the nation’s human capital, that is, the skills and knowledge of its workers.     

The opportunities and challenges presented by the rapid growth in international trade in commercial and other high value services, the emergence of major new competitors such as China and India, and negotiation of new trade agreements can only be met if Australians are continually upgrading their skills and capacity for innovation.  Shortages of professionals with skills ranging from engineering, project management, environmental science, planning and architecture are already threatening Australia’s capacity to take full advantage of export opportunities in the resources sector.  

A growing stock of professional skills underpins Australia’s innovative capacity and our ability to participate in the global knowledge economy – investing in our future managers and professionals is essential for new business creation and the generation of new employment and export opportunities.

Health professionals – in short supply

Australia’s health professionals provide the essential skills on which Australia’s health system is based.

There are significant shortages in the primary care health professional workforce right around Australia.  It is evident not just in rural and remote areas, where health professionals from many disciplines tend to be in short supply.  

Of the 14 non-ICT professions listed on the Department of Employment and Workplace Relations national skill shortage list, 12 are health professions.  The allied health professionals listed are:

▪
Physiotherapy;

▪
Pharmacy (hospital/retail);

▪
Occupational therapy;

▪
Speech pathology;

▪
Diagnostic radiology;

▪
Radiation therapy;

▪
Sonography; and

▪
Nuclear medicine technology.

The audiology profession is also facing shortages.  Employers are actively recruiting audiologists from overseas; but despite the demand, universities are unable to significantly increase their student intake numbers because of the difficulty in providing adequate and appropriate clinical placements.

There is an urgent need to understand the extent, causes and impact of health professional workforce shortages; and to project and plan for future needs, in light of the changing health services environment.

Source: Solving the Crisis in Clinical Education for Australia’s Health Professions: Health Professions Council of Australia (July 2004)

· A combination of increasing life expectancy and declining fertility rates is having a major impact on the age structure of the population, with consequent implications for labour force participation and labour supply.  Demographic change will develop into the challenge of replacing skilled older professionals from a much smaller pool of younger workers. 
This in turn will have implications for governments’ capacity to replace and upgrade the nation’s infrastructure and meet the community’s expectations for the provision of high quality services.  In the health sector, the ageing of the population is expected to affect demand by increasing the need for services and the nature of those services.  An inadequate supply of health professionals with particular knowledge and skills will be a substantial impediment to maintaining or improving health outcomes in Australia. 
What do we mean by “skills mapping”?

The objective of mapping Australia’s longer term requirements for professional skills should be to develop a comprehensive overview of the professional resource issues, challenges and opportunities facing Australia over the next 5-10 years.  This information would need to be regularly reviewed and updated.  It should also be supplemented by qualitative analysis of sector-specific and cross-sector professional workforce issues.

This resource will be more valuable if supported by a policy framework which provides guidance to national workforce policy and planning and government and industry investment in education and training.  It is in the national interest for state and federal governments and other stakeholders to develop a collaborative approach to workforce planning guided by an agreed framework.  The National Health Workforce Strategic framework
 provides a possible model.   Data collection and research should ideally occur within the context of such a framework. 
Professions Australia recognises there will be a number of challenges in developing this information resource.  The pace of change will present challenges particularly in forecasting future demand.  Statistics will need to come from a diverse range of sources which will raise issues in terms of quality and comparability.  Mechanisms may need to be put in place to improve the quality, comparability and relevance of data sources over time.
Skills mapping would, in broad terms, include the following elements:

· Map of Australia’s current professional skills base
An important early step would be to undertake a major study to map Australia’s current professional skills base.   The objective should be to develop a profile of the current professional workforce to provide a foundation on which to scope the gap between currently available skills and likely future skills requirements.  For some sectors the study could draw on work already done or about to commence.
· Survey of employer requirements

Interviews with representatives of employers, relevant employer groups, professional associations and educators would provide essential input on likely changes in the education and skill requirements for graduate professionals; skill or occupation gaps currently being experienced and anticipated skill or occupation gaps likely to emerge over the next 5/10 years.  

· Projections of future professional workforce supply and demand
It will also be necessary to develop projections on the likely future growth in Australia’s professional labour force and model the future capacity to supply labour market needs over the next 5/10 years.  Projections should be supported by an examination of the recruitment (or inflow) and attrition (or outflow) of professionals against the existing stock of professionals in individual occupational groups.

Forecasting will need to factor in the changing age structure of workforce and expected retirements by occupational group and industry.  It should have the capacity to predict future skill imbalances from a quantitative, qualitative and locational perspective.
Forecasts would need to take into account the major trends likely to impact on future demand and supply for professional occupations, including global, technological, demographic, regulatory, labour market, budgetary, community attitudes (for example, on environmental or health issues) and other developments which might influence future requirements for professional skills.  They need to consider the impact of major policy decisions (for example, major investments in biotechnology), commercial events such as the Chinese demand for resources or new free trade agreements or changes in the nature of demand for a range of health related services. 

Developing forecasts of future skills requirements is likely to require input from a range of disciplines including social, statistical, demographic and economic.

· Gap analysis

A gap analysis would identify those occupational groupings where there was likely to be a mismatch of supply and demand over the next five to ten years.
· Research capacity
There currently appears to be an inadequate supply of policy relevant research to assist in addressing what are increasingly complex issues (research into vocational education and training in contrast appears to be extensive and relatively well funded).  

The reasons for skill shortages are complex and vary between regional location and industry sector.  We need to better understand the causes of skills shortages, the factors influencing the flow of graduates to the labour market, what influences their career choices, when their decisions are made, employers’ satisfaction with the knowledge and skills and attitudes of graduates and why people may not be working in the occupation in which they are qualified.  

Professionals are now operating in a more global market and we need to better understand Australia’s position in the global marketplace for skilled workers and the influences on professional mobility.   What do new patterns of employment, new kinds of work organisation and new ideas about knowledge acquisition and learning mean for the attraction and retention of professionals in the future?  We are yet to fully understand the impact of the attitudes, motivations and aspirations of the younger generation particularly on professional skills formation.

In a fiscally constrained and more complex environment there is also a greater need to focus on identifying what works and the nature of the reforms which would allow the education system to be more responsive to emerging skills needs.  For example, is it possible to partially address the skill requirements of cyclical industries like mining by taking a different approach to the course content in undergraduate degrees which provides graduates with more flexible career options?  
There may also be opportunities to share lessons about solutions to professional skills imbalances by identifying opportunities to improve structures for recognising prior learning associated with vocational qualifications by the tertiary education sector or identifying opportunities for productivity growth by examining the respective roles of professionals and para-professionals.  Addressing these and other questions requires a strong base of forward looking research into issues which will inform policy development and program delivery.

Research into professional workforce supply and demand issues would provide governments and other stakeholders with additional information to support evidence-based policy development and workforce planning.  One option would be for the Federal Government to establish and fund a Research Centre which could serve as a focal point for the engagement of government, education researchers and professional associations in the funding of studies into labour market information relating to professional occupations. 

· Support for professional associations

Consideration should also be given to making some limited funding available to support individual professional associations undertake  research into workforce issues in their profession which would guide the development of strategies to address skills issues.  The limited financial resources of many professional bodies means most are not well positioned to independently meet their research and information needs.

· Research and information clearing house
To avoid duplication, to ensure better coordination of the research effort and support the sharing of knowledge gained, consideration should be given to the establishment of a research and information clearing house which would act as a central data base on research into professional skills formation.  The clearing house could provide a central data-base on government agencies’ in-house research, statistical collections and relevant program evaluations, educational research/researchers in the tertiary sector, research being undertaken by professional associations and relevant international research and statistics.

While some of the causes of skill imbalances in individual professions may vary there is also much commonality and the opportunity to learn by sharing learning and experience.

This proposal would be most effective if supported by mechanisms to establish research priorities and better coordination of resources, and the fostering of a closer engagement between researchers, policy makers, professional associations and other stakeholders.
· Leadership and coordination
Professions Australia considers that a high level body should be established with responsibility to oversight, coordinate and, where appropriate, manage the mapping of Australia’s longer term professional skills needs.  This body should include representation from key stakeholders.  Its purpose should not to duplicate or assume responsibility for related activities being undertaken elsewhere but provide a mechanism for ensuring a consistent and comprehensive approach to mapping Australia’s longer term professional skills requirements.
Adequacy of currently available information

Professions Australia is concerned that available data and information sources are not sufficiently comprehensive, robust or forward looking to provide a sound basis for national workforce planning and policy.  The problem is exacerbated by the fact that government agencies often change definitions or the way data is aggregated.
Data Sources

There are currently a number of sources of data on skills availability across the range of professional occupations:

· Each quarter the Australian Bureau of Statistics (ABS) publishes estimates of the total number of job vacancies in Australia. Estimates are also published for the private and public sectors, for each state and territory, and for the major industry groups. 
 

· The monthly ANZ Bank newspaper job advertisements series has been compiled from newspaper job advertisements placed in major metropolitan newspapers around Australia since 1975. The series is used by economic modellers and forecasters as an indicator of employment growth and of economic activity. 

· The Department of Employment and Workplace Relations the Skilled Vacancies Index, which has been available since 1981, is based on a count of advertisements for skilled workers (professional, associate professional and trades occupations) in the major metropolitan newspapers. 

· The Information and Communication Technology (ICT) Vacancy Index, which has been available only since January 2000, measures demand for people with information and communication technology skills, using information from a number of online recruiting sites. 

Job vacancies statistics provide an important indicator of current and future demand for labour.  Change in the number of job vacancies can provide an indication of short-term employment growth.   However, because the data only reflects the situation for one point in time it does not provide sufficient information to support the development of strategies that anticipate longer term education and training needs.  Analysis undertaken by the ABS suggests the strongest correlation between the job vacancies series in one quarter and the employment series is 3 quarters ahead,
 suggesting that the reliability of job vacancy series for projecting future demand for professional skills has its limitations due to the long lead times in developing professional skills. 

The bulk of Australia’s labour market survey activity is based on the Australian Standard Classification of Occupation System (ASCO), which provides a common framework and definitions used to gather occupational data consistently across the country and over time.  There is a strong sense among professional associations that the ASCO system is too slow in capturing and describing new occupations as well as encapsulating the skill changes in occupational titles that remain constant over time.  In some cases it is impossible to identify specialisations within professions.
The major deficiency with the ASCO data is the focus on skill sets rather than occupational title.   There are many different skills linked to employability, for example, management skills, problem solving, effective communication and ability to work as a member of a team.  Information collected needs to be geared to capturing information on both qualitative and quantitative skills shortages.  
DEST publishes data on course completions in the field of study.  DEST has recently replaced the Commonwealth Tertiary Education Commission (CTEC) classification with a new Australian Classification of Education (ASCED) published by the Australian Bureau of Statistics.  The new ACED classification has resulted in a considerable broadening of the scope of the field of education for some occupations, for example, the widening of the definition has involved the inclusion of so-called related technologies in the engineering field of education.  As a result it is no longer possible to undertake historical comparisons of new data with the statistics previously provided by DEST.  This will limit the usefulness of this data in analysing trends and what’s happening in some specialisations.

There are two other general sources of information on higher education outcomes.  Gradlink (Graduate Careers Council of Australia) produces information about employment prospects of graduates, their earnings, and their level of satisfaction with their university experience. These summaries are produced each year and are based on data gathered for graduates who completed their degrees in the previous year.  The Australian Vice Chancellors Committee Graduate destination surveys are updated on an annual basis.  While this information is of some value to prospective students and employees, its focus is short-term.
Longer term projections of population growth and demographic change alone do not provide sufficient information on which to estimate the future supply and demand for professional occupations.  Supply and demand for individual occupations are influenced by a complex array of non-demographic factors including technological change, government policy/regulation and consumer expectations.  It is therefore necessary to undertake more in depth analysis of the factors driving demand and supply for individual professional occupations.

Research capacity

The current approach to research and analysis of professional workforce issues is ad hoc and insufficient to support broader based priority setting at a national level.  Studies or reviews are undertaken in response to concerns about the current and projected imbalances in supply and demand in some professions, for example, the Federal government has recently completed national reviews of nurse and teacher education.  While these reviews are essential, many other professional occupations currently experiencing shortages can be overlooked.

Funding is available to fund research into workforce issues for some professional occupations on an ad hoc basis.  The Australian Institute of Health and Welfare, for example, has funded studies such as those on the dental labour force in Australia and the characteristics of the nursing workforce in Victoria. State governments also undertake studies from time to time.  There are also examples of useful collaborative initiatives between industry, government and educators such as the IT skills hub which provided a focal point for IT skills information, training and employment opportunities in the Australian Information Technology Industry when skills were in short-supply.  

The Federal Government’s announcement, prior to the last election, of a proposal to map Australia’s science, engineering and technology skills base is also a welcome development. 
Some professional associations also sponsor research into skill formation issues, however most professional associations have limited resources available for research of this type.

In summary, while some of the existing data resources and research will provide invaluable input into mapping Australia’s longer term requirements for professional skills, it does not provide a sufficiently comprehensive and robust information resource to determine priorities for investment in professional skills capacity.  To more accurately assess longer term needs and fully understand the complexity of the issues impacting on professional workforce supply and demand more comprehensive workforce data and research is urgently required.
What are the benefits of mapping Australia’s longer term requirements for professional skills?
Labour market information provides the foundation on which assessments can be made of the current and likely future labour market conditions across the economy and for specific sectors.  Monitoring labour markets to produce timely and accurate information is important as governments, higher education institutions, employers and prospective students make decisions, often with significant cost implications, based on perceptions about employment trends, job vacancies, pay rates and other factors.  Comprehensive and publicly available information is essential for the effective functioning of markets.

Devoting additional resources to developing comprehensive and robust workforce data across the professions, including projections of future supply and demand, will have a number of important benefits: 
Better match national higher education priorities with changing business and community needs
While it is complemented by immigration and internal mobility flows, the higher education system is the main source of professional skills.   A responsive and flexible higher education and training infrastructure is therefore fundamental to better matching the supply of professional graduates with changing demand. 
What studies reveal about longer term supply and demand for dentists

There are currently approximately 9,000 registered dental practitioners within Australia.

Approximately 85% of registered dental practitioners engage in general practice, with approximately 12% engaged as specialists. The remainder is involved in administration research/education.

Of those engaged in general practice: approximately 83% are involved in private practice, 16% in public sector practice with the remainder involved in industry and other activities.  Approximately one third of registered dental practitioners are aged 50 and above. 

Currently, it is estimated that there are approximately 28.8 million visits made by Australians to their dental practitioners each year.   Studies suggest that by the year 2010 this figure will increase conservatively to 33.2 million visits per year- a 15% increase.

There is no current program in place to produce additional dentists to cater for this increased demand. An ad hoc decision has been made by Griffith University on the Gold Coast in Queensland to start a dental course in 2004. This course will take in 30 students initially with anticipated graduation at the end of 2008.

Studies reveal that to cater for the changing oral health of the nation, population increase and the expected decrease in the number of dental practitioners through retirement etc, and to maintain an adequate dental labour force, the number of dental graduates from the present Australian Dental Schools will need to increase by 120 per year.   Existing dental graduates number approximately 220 per year from the five existing dental schools.   To satisfy the need for the required increase, these existing dental schools should increase graduate numbers by 24 graduates each per year.

University funding to dental schools has been insufficient and staffing levels have fallen.  The dental profession has assisted in overcoming this funding shortfall by providing voluntary unpaid tuition. For example, external examiners, some outside lecturers and clinical tutors have worked voluntarily for many years at most Australian Dental Schools.  Clinical training has reached a point where dental students at the Schools rely very heavily upon this donated teaching service.

A recent OECD study identified Australia as second last in the quality of its adult oral health.

Source: Projections of the Australian dental labour force – Australian research Centre for Oral Health 2003

Skills shortages will not be readily addressed by expanding university places when it takes a considerable amount of time to obtain the necessary qualifications or where there may be other impediments to expanding the number of graduates in a particular profession.  The comprehensive information that would be produced through mapping our future professional skills requirements will ensure governments are better placed to identify higher education priorities that closely reflect a balanced assessment of Australia’s longer term economic, social and environmental needs.  It will also better inform the development of policies and programs aimed at influencing the scale and shape of Australia’s tertiary education sector to be more responsive to changing needs.

The financial resources that governments have available to invest in higher education are also finite and it is important these resources are used as efficiently as possible.  Better information and research will support more cost effective decision-making by all stakeholders.

The Backing Australia’s Future package, announced in the context of the 2003/2004 Federal Budget, provided additional tertiary places prior to 2007, in the National Priority areas of nursing and teaching.  The Commonwealth also gave a commitment that in determining priorities for the allocation of additional places to be available from 2007 that it would consult with the States and Territories about their future workforce needs.   While these commitments are welcome, it is important that, in determining priorities, provision is made for a thorough and balanced assessment of national needs including:

· Important services provided by non-doctor/nurse health workforce professionals;

· Services essential to the business sector’s capacity to respond to changes in the business operating environment;

· Creation of the skills base to position Australia as a long-term competitor in the international knowledge based economy and underpin the growth of our export industries;

· Professional resources required to upgrade and maintain critical infrastructure and address environmental challenges; and
· Those vital professional disciplines or specialisations that are in danger of disappearing because of small student numbers.
Support a more coordinated and whole of government approach to national workforce planning and policy development
Professional skill shortages need to be considered in the overall context of the policies and programs which impact on the supply and demand for labour.  Labour force policy is largely decentralised, ad-hoc and uncoordinated (although the National Health Workforce Strategic Framework is a positive step in addressing this problem).  
Some policies influencing the availability of skilled professionals are administered at the state or territory level.  Other aspects of labour force planning, including higher education and immigration policies and recognition of overseas qualifications operate at a national level.  Both federal and state governments have responsibility for the provision of public infrastructure and health and education services where the professional workforce is a key input.  These arrangements, while reflecting the reality of jurisdictional responsibilities, don’t give sufficient recognition to the complexity of labour force planning.

The lack of coordination and integration of policies impacting on the demand and supply of professional skills can lead to inefficiencies in the allocation of scarce resources.  For example, a major issue for the audiology profession is the lack of coordination between government policies impacting on the supply and demand for audiologists.  Education policies are limiting supply while policies driving hearing services are expanding demand.  The move in some states to extend the duties of dental therapists to address the urgent need in aged care facilities for dental assistance is draining school dental services of much needed talent and undermining effective child dental services.
Comprehensive workforce data and information would play a valuable role in more effectively linking government policies impacting on the development of Australia’s professional skills stock and policies influencing the demand for these skills.
Facilitating cost effective decision making by all stakeholders
An investment by government in mapping Australia’s future requirements for professional skills will deliver benefits that will be widely shared across the community.  This information will better inform the decisions of all stakeholders including governments, higher education providers, professional and industry associations, employers of professionals and prospective students.  Because they will not fully capture the benefits, none of the other stakeholders are likely to make the appropriate investments in this information.

This information will be of benefit to universities in making decisions about course availability, curriculum development, faculty recruitment and investment in critical infrastructure.  Better quality information would also support the rationalisation of courses, particularly in nationally important disciplines that have low participation rates. 
Technological change means that professionals trained today will need to alter and upgrade their skills to meet new requirements throughout their professional careers.  Higher education institutions, employers and individual professionals need to be aware of emerging skill requirements so they can respond appropriately. Professional associations also need to know whether their assessment regimes are globally competitive.  

More forward looking labour market information will support students in making career decisions and in considering their education and training options.   It will also assist employers and their professional associations adopt a more strategic approach to human resource management issues including the recruitment, retention and training of professionals.
It also has the potential to change the nature of the debate around the issue of skill imbalances and focus attention on the desirability of all stakeholders working collaboratively to find solutions to Australia’s longer requirements for professional skills.  The alternative is second best outcomes as a result of cost shifting between levels of government and a less than optimal allocation of resources by all stakeholders.
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