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Objectives of this report
Australia’s labour market is currently experiencing two great
long-term shifts. The first is a pronounced change in the
supply of labour. The demographically over-represented
“baby-boom” generation is growing older. As this gener-
ation reaches retirement age, labour force growth will
slow – and as a proportion of the population, the labour
force will begin to shrink. Without other changes to the
economy, per-capita GDP growth will also fall.

The second shift is a change in the nature of demand
for labour. In the model that dominated the twentieth
century, most Australians spent a major part of their
careers applying expertise acquired in a relatively short
time before or at the start of their working lives. In the
model that has begun to emerge in recent years, a higher
proportion of working Australians will have stronger
incentives to learn new skills and enter new areas of
learning throughout their lives.

Australia can respond to both shifts by increasing the
labour force participation of mature-age people. But to
achieve this, it must ensure mature-age employees can
acquire updated and current skills. And Australians,
young and old, will benefit more than in the past from an
increased ability to learn those skills. So Australia faces a
great economic challenge: to enable workers to continue
learning through their lifetime – “lifelong learning”.

In this collection of essays we examine current policy
settings and practices, and identify the changes and
responses necessary within governments, the education
sector, businesses and individuals to ensure more effective
lifelong learning. In this publication we investigate how
lifelong learning can be accessed and delivered so that
individuals remain appropriately skilled to participate
effectively and productively in the workforce, thereby
raising levels of labour force participation and economic
growth, and individual work satisfaction.
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Introduction: Redefine our education model
Earlier work by CEDA and others on inter-generational
change has identified increased workforce participation
as a critical factor in raising productivity in order to
maintain economic growth as the population ages.
Effective lifelong learning will be a vital component 
of strategies to increase the workforce participation of
mature-age employees.

Professor Louise Rolland outlines how the age profile of
the workforce will change significantly as the population
ages. For example, in the late 1980s people aged under 45
years made up 76 per cent of the labour market. By 2000
this had fallen to 69 per cent. By 2016, projections say,
people under the age of 45 will make up just 58 per cent
of the labour market. This projected shift in labour supply
reflects the lack of growth in the supply of young entrants
to the labour market, with those aged between 15 and 24
years having declined from 27 per cent of the labour
market in the late 1980s to 19 per cent in 2000. Against
this background of changing demographics Rolland
argues that employers can no longer rely on young people
to replenish the skills and knowledge of their workforce.

Mature-age employees are currently under-represented
in Australia’s workforce, with workforce participation
rates dropping markedly over the age of 45, particularly
for males. Therefore, strategies to increase mature-age
workforce participation will be important in reducing
labour shortages and increasing productivity. While the
full impact of inter-generational change will take some
years to be felt, strategies to ensure that mature-age 
workforce participation increases need to be planned and
implemented now.

A critical challenge is the low level of formal training
provided to people aged over 45 years. If people do not
have the appropriate skills they will be much less likely to
participate productively and effectively in the workforce.
Rolland points to ABS 2001 census data that shows that
only 3.5 per cent of people aged 45–64 undertook
formal study or training, compared with 56 per cent of
people aged 15–24 years. Furthermore, analysis has
revealed that there is also a dramatic decline in employer
investment in training as employees age. People over 
45 years of age receive the lowest levels of employer-
supported training.

There are multiple reasons for this low investment in
education and training for mature-age people. These
include entrenched cultural views, the capacity of current

systems to identify, respond and track the development
needs of mature-age workers, and incentives for partici-
pation. Rolland argues that all partners – government,
business, the education sector and individuals – need to
play their part in ensuring that lifelong learning is prac-
tised more effectively. In particular, government and the
education sector need to establish new models to increase
the accessibility and effectiveness of lifelong learning. We
must start by establishing the right building blocks in
schools, and recognise that incremental learning and re-
skilling in VET and Higher Education institutions must
receive higher priority. We need a system that is designed
to support retraining and multiple careers for workers.

Many employers will also need to re-examine their atti-
tudes to the training, retraining and employment of
older workers. Learning models that have been effective
for younger employees may not be so effective for

mature-age employees. In particular, employers will need
to understand the motivators of older workers to get the
best results.

Individuals must also play a role, taking more respon-
sibility for their own lifelong learning. This will require
an understanding of the impediments individuals face
and incentives that may be necessary. Increased
economic literacy will help individuals understand the
value of investment in further learning, and the risks of
early retirement from the workforce. In particular, there
needs to be a cultural shift from the entrenched life-cycle
mindset that sees a one-way path from full-time educa-
tion to full-time work to full-time retirement.

Rolland calls for a fundamental shift that redefines the
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current model of our life stages, defined by education in
our youth, work in our “prime” age and leisure in our old
age, to better combine learning, work and leisure across
adult life.

Recent Australian vocational education and training
reforms fall short
In the last two decades there have been two major efforts
to reshape the training–work interface. First, during the
1980s the National Training Reform Agenda was estab-
lished with a national standards framework, national
recognition of training, and competency standards across
a range of qualifications and occupations. Subsequently,
during the 1990s the focus of policy moved to the devel-
opment of a more flexible and decentralised training
market. Dr John Buchanan argues that despite these
reforms, the reality of lifelong learning in contemporary
Australia is far from ideal. An overview of the lessons,
successes and failures from these major programs is
instructive when considering further change.

Buchanan examines the reforms to Australian voca-
tional education and training (VET). He outlines how,
since the mid-1980s, these have moved through two
distinct phases. The first phase moved away from a
system of “front-end” training, especially apprentices for
the trades, to a system based on competencies open to all
at any stage of their working life. Since the early 1990s
the second and very different phase has stressed the need

for a “training market” and establishment of a VET
system that is “employer-led”. Buchanan contends that
while the reforms have resulted in some improvements,
skill shortage problems continue to persist, and many
employers find the system overly complex.

Buchanan advocates that if lifelong learning is to
become more accessible and better delivered, policy needs
to grapple with the broader notion of “workforce develop-
ment” and take into account how skill ecosystems are
changing. In other words, this “workforce development”
implies not only the need to improve the access of workers
to the kinds of training that they want and that employers

say they need, but also the development of the jobs in which
workers work. This comprehensive concept of workforce
development can ensure that policy supports not just
training, but the facilitation of sustainable skill ecosystems.

Vocational education: Look beyond the entry level
The vocational educational system serves entry-level
employees, as well as the continuing training needs of
business and employees. However, the VET system still
focuses heavily on entry-level training. Different struc-
tures, delivery systems and training programs are
required for lifelong learning, and for the increased need
to re-skill mature-age employees.

Paul Byrne, acting CEO of ANTA, points out that
learning strategies for mature-age employees will vary
from those that are most effective for entry-level training.
Learning styles may differ, shorter modular programs are
preferred, and basic computer literacy may need to be
upgraded. Learning strategies must be tailored to meet
the needs of different learning segments – in 2000
ANTA identified eight. In particular, the needs of
employees already in work will differ from those that are
unemployed or in obsolescent industry sectors.

It is vital that education and training systems are
responsive to changing industry needs. A full under-
standing of industry’s changing skill requirements is
critical to enable training authorities and providers to
anticipate trends, and change policy or intervene ahead
of time, so as to minimise skill shortages in the future.
Approval processes must be responsive and timely.

Challenges will increase for the VET sector to provide
programs and qualifications that are relevant for both
current and emerging needs, particularly with the acceler-
ating pace of change. Increased workforce participation
by mature-age employees will require individuals to go
through a number of career changes, and in some cases
progress from employment to self-employment. The VET
sector needs to respond to these transitional training
needs, building on prior knowledge and addressing gaps.

Byrne argues that over the last decade, much has been
done to shape a VET system that has the capacity to
respond to the changing nature of work and an ageing
population. However, more still needs to be done to
achieve a streamlined system and to strike the right
balance in serving the needs of industry and learners. In
recognition of the need for more coordination and col-
laboration between government, industry and training
sectors, the path is being laid for further flexibility in the
VET system, while ensuring that all players are working
within a national framework. Byrne contends that these
changes should provide for greater access to multiple
learning pathways, greater recognition of experience and
skills already acquired, and a deeper appreciation of the
benefits of lifelong learning.
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Build a comprehensive national workforce development
strategy
If lifelong learning is to be effective in increasing the
workforce participation levels of mature-age employees,
and in upgrading skills and productivity, then new
resources need to be found. It is important that lifelong
learning strategies address not just the quantity of
learning, but also the quality.

Business is enthusiastic with the establishment of con-
temporary and publicly understood “world-class” standards
for higher education and VET qualifications. Also, there
needs to be further consideration given to the role that
business can play in assisting the higher education and
VET sectors to achieve the highest quality and standards.

Peter Noonan has put the view that there is a case for
increased public and private investment in VET, noting
that the combined expenditure by the Commonwealth
and state governments has been virtually static since 1997.

Currently, business under-invests in the training of
mature-age employees. In this respect, Noonan argues
that firms cannot be expected to bear the costs of work-
force retraining alone, and firms, as well as individuals,
need to be given incentives to participate in lifelong
learning initiatives.

However, in the absence of additional funding, prior-
ities need to be set and outcomes need to be more
effective. Noonan argues that without a focused and

coordinated strategy between the Commonwealth and
state governments, with the active involvement of
industry, opportunities for further learning are not
likely to be extended to those with the greatest learning
needs who tend to have the lowest levels of participa-
tion in formal and work-based learning. Tacit
knowledge forms an important component of lifelong
learning, but this can only be effectively acquired in
informal settings in the workplace, an avenue denied to
the unemployed.

From a policy perspective, Noonan makes the case that
a comprehensive, national workforce development
strategy must replace the current lifelong learning culture
that has characterised approaches in Australia over the
past decade. The strategy must set clear targets and incor-
porate key elements, such as increased and ongoing
work-based learning, increased community-based
learning, recognition of prior learning, and targeted
outcomes-based funding to those with the greatest
learning needs.

Equip workers to learn early
John Spierings contends that Australia still lacks an inte-
grated national policy to encourage, finance, provide and
reward learning across all the stages of life. Policy debate
in Australia has tended to focus on the mechanics of edu-
cational provision and “input” issues, rather than the
larger purposes of education and learning, and the value
of knowledge and skills to individual welfare, economic
prosperity and the social capital of communities.

OECD data lends support to the argument that indi-
viduals should be motivated to seek further education as
this leads to a payback in later increased earnings. In the
Australian context this data particularly demonstrates the
importance of Year 12 completion. However, Spierings
points out that this motivator is less persuasive for
mature-age employees who have less time to receive a
wage increase payback for their learning investment.

Adult literacy is a particularly important pre-condition
for the participation of older workers in further skill
development, retraining, and personal development
through formal learning. While Australia’s continuing
improvement in raising secondary school participation is
impressive, the proportion of 25–to–34-year-old
Australians with below senior secondary qualifications
fell from 43 per cent in 1991 to 27 per cent in 2002. In
this respect, Spierings argues that we still have some way
to go compared to other OECD countries. On this
measure, Australia has moved from 25th in 1991 to 23rd
of 30 countries in 2002. This demonstrates the relative
pace at which countries are raising the foundation level
of educational attainment of a significant demographic
section of their populations.

To be truly competitive in a globalised economy,
Australia needs to look beyond its rich lode of commodities
to further develop the depth and ingenuity of its human
skills, particularly by ensuring that a greater proportion of
young people achieve a threshold Year 12 or equivalent
qualification. Access Economics estimates that by moving
the current Year 12 or equivalent completion rate from
around 80 per cent of 15–24-year-olds to 90 per cent, this
would have a substantial impact on economic growth. It
would add about 1.1 per cent to GDP by 2040 by
improving productivity and having a positive effect on
labour-force participation. Access Economics says that to
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gain a comparable GDP impact, Australia would need to
increase its annual migration intake by an additional 5000
or 178,200 migrants over the period to 2040. Alternatively,
achieving the same GDP impact would require increasing
workforce participation of older workers by 6.6 per cent.

Changes required by the higher education sector
The higher education sector must establish contempo-
rary and publicly understood “world-class” standards for
qualifications, with delivery that is efficient and able to
compete effectively in the international arena. The sector
must ensure the relevance of course curriculum to
business, reflecting both current and emerging needs.

Professional and management qualifications achieved
early in a career will not guarantee that mature-age
employees have current and updated knowledge and
competencies throughout their working lives. The higher
education sector should play a role in providing the
lifelong learning needs of professionals and managers.

Pat McCarthy contends that while higher education in
Australia has a track record of meeting the articulated
needs of its young people and employer markets, it has
not been successful in cultivating broader community
acceptance that higher education should be a key con-
tributor of lifelong learning. The higher education sector
continues to respond to the needs of employers by mod-

ifying courses and programs, but it has failed to
successfully penetrate the mass market for lifelong
learning. McCarthy provides a range of explanations,
including the difficulties faced by industry in accurately
articulating their requirements, and also inflexibilities in
higher educational institutions. However, he identifies
the greatest problem as the lack of knowledge about the
resistance by individuals to higher education provided by
lifelong learning.

The higher education sector has begun to experiment
with different lifelong learning modes, such as modular-
based curriculum, integration of non-traditional
industry content with academic progress, new assessment
practices and e-learning. However, McCarthy argues that
a more holistic approach is necessary to effectively meet
lifelong learning needs.

The role of school education
The school system provides the vital building blocks to
ensure that the young are equipped for lifelong learning.
School retention rates are therefore of the highest

priority, as is the provision of essential generic capabili-
ties. While the focus on raising mature-age participation
in the workforce is important, encouraging participation
across the entire population compounds the benefits.
Completing Year 12, or its equivalent, is the best long-
term remedy against unemployment, and is the best
predictor for enabling individuals to successfully navigate
the many transitions they make during their life. These
include transitions from school to work, from job to job,
from career to career, from unemployment to employ-
ment, from single person to parent, and from full-time
work to semi-retirement.

Our schools must create the capacities for lifelong
learning, adaptability and innovation. Education systems
should develop a multitude of skills, including academic
(revolving around literacy, numeracy, language, mathe-
matics and so on), employability (revolving around
communications, problem-solving, personal management,
teamwork, computer, financial and economic literacy
skills, and so on) and occupation-specific skills, to prepare
people to participate fully and meaningfully in a rapidly
changing economy.

Education and training systems must distinguish
between cognitive, technical and behavioural capabilities,
with the former two capabilities mainly developed by the
education and VET system, and the latter through on the
job training.
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Adrian Beavis and Geoff Masters of ACER argue that
the Australian world of work now requires, on average,
higher levels of skill than it did ten or so years ago. From
a policy perspective, since this trend is likely to continue,
this reinforces the need for a lifelong learning orientation
for all new entrants to the world of work. It is the view
of the authors that the role of education in preparing for
lifelong learning, beyond the basics of providing literacy
and numeracy, is to provide students with the informa-
tion and learning opportunities that will lead them to
destinations in the world of work which best fit their
interests and abilities. They argue that if people fit their
jobs they are then more likely to be lifelong learners. The
available evidence suggests that schools are already pro-
viding this learning and information.

International comparisons
In a number of overseas countries, particularly in Western
Europe, the changes in the balance of supply and demand
for labour will impact sooner than in Australia, and they
will be more severe. Philip Taylor, of The University of
Cambridge, describes a number of innovative European
initiatives. Yet he concludes that European countries have
not met targets for the employment of older workers or
created a training system that responds to them. Instead,
these countries have continued to focus on the learning
and training needs of younger people. This resembles the
experience in Australia to date. Taylor calls for a sharper
focus on the learning needs of older people if govern-
ments are serious about extending the working lives of
older workers.

Special section: Economic and financial literacy
There are some generic skills, including economic and
financial literacy skills, that are essential for managing
the many work-related transitions, including employ-
ment, self-employment and retirement decisions. These

generic skills are becoming more important for our
ageing workforce, who face multiple decisions about the
work–life balance.

Many individuals prematurely leave the workforce due
to insufficient knowledge about their future economic
needs following retirement. Access to economic literacy
education is essential.

An ANZ study on financial literacy in 2003 estimated
that only 37 per cent of people had actually worked out
how much they needed to save for retirement. The study
calls for a number of measures to lift financial literacy in
Australia. A key measure is the establishment of good
basic economic and financial knowledge and skills in
children, achieved by incorporating financial literacy
into the existing school curriculum. This measure would
address findings that the lowest level of financial literacy
was most likely to be found in those aged between 16
and 20 years.

In its chapter, the Securities Institute of Australia
points out that most literacy studies have found a
positive correlation between financial planning and the
achievement of specific goals. In the Institute’s view,
responsibility in coming years will rest with both govern-
ment and financial industry practitioners to raise the
understanding of retirement income needs.

Many individuals prematurely leave

the workforce due to insufficient

knowledge about their future

economic needs following retirement.
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Introduction
Lifelong learning has been a focus of discussion among
policymakers, across government, industry, and the edu-
cation and training sector for over a decade. The drivers
of the lifelong learning debate are the changing business
and work environments and the shifting profile of labour
and skills. The recognition of increasing skills shortages
and the ageing of the population and workforce is 
escalating the need to more closely frame the relationship
between lifelong learning and the currency and relevance
of vocational skills across the life course.

Australia has an immediate need to address the struc-
tural imbalance between the skills of the existing and
broader potential labour force and the demands of
business. Facilitating the required change will require
active policy that spans public- and private-sector inter-
ests. At the core, policy must build awareness of the
drivers for change and the required shift in learning
behaviour and outcomes. This includes significantly
increasing the level of understanding among education
and training providers of the changing environment.
They must also be called upon to consider and build
their capacity to attract and service people across the full
spectrum of the working age population. Driving the
change necessary at this level will require policy that sets

directions, allocates the resources to build awareness, as
well as innovation in the design, targeting and delivery 
of education and training options that meet market 

requirements. Policy must also engage business in the
identification, facilitation and resourcing of a continuous
learning agenda within its industry sector and at the
organisational level.

The demographic imperative
Traditionally, the common belief was that employers
looked to young people for new technical skills and qual-
ifications, as well as the opportunity to “mould them to

FIGURE 1.1
THE AUSTRALIAN LABOUR MARKET BY AGE

Source: ABS (1999) Labour Force Projections, ABS CAT NO: 6260.0
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fit” the organisation, while older workers brought the skills
and experience accumulated across a lifetime of work.
There was an expectation that together the young and old
would draw on and complement each other’s strengths to
support an organisation to develop innovative and com-
petitive products and services.

Today, however, the ageing of the population is
resulting in a decreasing proportion of younger workers,
which may force employers to consider the optimum mix
of current technical skills and practical experience

required to sustain their businesses. This, in turn, may
lead to the increased need to develop ways to ensure that
as workers age they have the capacity and opportunity to
update their technical currency and to play a more active
role on this side of the equation. In short, employers may
find that they can no longer rely as heavily on young
people to replenish the skills and knowledge of their
workforce.

Australian Bureau of Statistics (ABS) labour force sta-
tistics show that the proportion of younger workers to
older workers is steadily reducing. In the late 1980s,
people under 45 years of age made up 76 per cent of the
labour market and 27 per cent of those were aged
between 15 and 24 years. By 2000, workers in the under
45 age group had had fallen to 69 per cent, with those
aged 15 to 24 years falling to 19 per cent. Projections
estimate that people in the under 45 age group will fall
by a further 11 per cent in just over a decade, so that by
2016 people under the age of 45 will make up 58 per
cent of the labour market.

The changing environment
The erosion of the “lifetime” employment contract or
“the career for life” as a result of the increasing pace of
change in the business environment means that people
are already and will be increasingly exposed to greater
career changes across their working life.

The growth of the new economy in Australia has seen
the rapid adoption of technology and other innovations,

resulting in an increasingly complex and changing com-
petitive business environment. At the same time, the
globalisation of markets has increased competitive pres-
sures and added to the complexity of the business
environment. These changes demand that people have
current skills competency, regardless of their age.1 Over
the last two decades technology has fundamentally
changed where and how people work. This makes tech-
nological literacy a must; it is a challenge when what we
learn today is likely to be superseded in a matter of years.

Traditional jobs are either disappearing or being
revamped with the implementation of new technologies.
This is evident in the manufacturing sector where a process
line today is likely to be heavily reliant on technology-based
manufacturing systems. While traditional jobs are increas-
ingly based on new technologies, the growth in the labour
market is concentrated in the services sector.2 The demand
for low-skilled, labour-intensive work is becoming less
frequent, with jobs in this category often casualised and
insecure. In the new economy, “knowledge formation and
knowledge distribution have become the most leveraged
forms of production.”3

Not only is the nature of work changing, but the struc-
ture of work has also undergone significant changes over
the past two decades with the move towards part-time and
casual work, outsourcing, self-employment, portfolio work
and the evolution of the role of intermediaries, such as

labour hire firms in employment arrangements. These
changes require new business management and negotiation
skills on the part of individuals if they are to effectively
compete in the labour market.

In the workplace, the skills and knowledge needed are
not just changing but diversifying. As businesses have
restructured and downsized over the last two decades
organisational structures have become flatter. As a result,
employers are increasingly looking for flexible workers
who bring a breadth of skills and the capacity to apply
them in a task-orientated and more self-directed manner.
Increased importance is placed on communication skills,
the ability to learn new processes and to approach
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problem-solving in a way that will lead to new and inno-
vative interpretations. Ongoing skills acquisition and
development is fundamental to securing ongoing
employment in this new labour market climate.

In this complex environment the value of past human
capital, in terms of accumulated industry and business
history and experience, is diminishing or becoming
obsolete. Current education and training qualifications,
however, can increase employability and job security.4

It is expected that as the demand for labour intensifies
towards the end of this decade, and an increasing propor-
tion of the workforce is concentrated in the 45 and over
age group, workers will remain in work longer. They will
take advantage of both the demand for their labour and
the opportunity to consolidate their retirement savings.

However, research undertaken by Business, Work and
Ageing at Swinburne University shows that skill acquisi-
tion through formal and informal training declines with
age. This is due to a number of subtle and interrelated
forces that must be addressed if people are to maintain
their skill currency with age so that optimum produc-
tivity levels can be achieved.

Against this backdrop, ensuring that skills are current
throughout a person’s working life will be essential to
maintaining active participation in the workforce. This

will require a commitment on behalf of the individual,
their organisation and governments to ensure access to,
and participation in, formal and informal learning that
will result in an ongoing regime of skill development.
The traditional formal period of study at the beginning
of a working life will no longer sustain the relevant skills
across a lifetime of work.

FIGURE 1.2
REASONS FOR NON-PARTICIPATTION IN EDUCATION BY PEOPLE AGED 45+

Source: ABS (2001) Survey of Education and Training, ABS CAT NO: 6278.0
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Age and learning
There is a lack of connection between the pace of change
that drives organisations, the associated requirement for
re-skilling and up-skilling, and the patterns of participa-
tion in learning and development among people at
various ages. This can be attributed to both a cultural
and structural lag in the take-up of vocationally oriented

lifelong learning and a history of oversupply of labour. In
this environment, organisations have had the ability to
transform the skill profile of their workforce through
renewal strategies that have included the continuing out-
placement of older workers.

Today the older we are the less likely we are to partici-
pate in formal or informal learning opportunities. If we
do undertake training it is more likely to be related to
immediate skills required in our job rather than career
development that will secure our continuing relevance
into the future.

A 2001 survey of education and training conducted by
the ABS highlights the diminishing role of learning and
development activities as we age. According to ABS 2001
census data, over one-quarter of the Australian population
participated in formal education in 2001 (28.4 per cent).
However, the level of participation in formal education
declined greatly with age. Fifty-six per cent of people aged
between 15 and 24 years participate in formal education,
compared to only 3.5 per cent of people aged 45 to 64
years.5

In a 2001 survey of training outcomes, over one-half of
the people aged 15 to 24 years (54 per cent), compared
with just over one-third of people aged 55 to 64 years,
gained employment as a result of training. People aged
20 to 34 years were more than twice as likely to gain a
promotion for undertaking training compared to
workers aged 45 to 64 years.

The level of employer support provided to employees
varies with age. People aged between 30 to 44 years of
age received the most support for external training.
People from the age of 45 years receive the lowest levels
of supported training.6

As workers age, a number of barriers to lifelong
learning and development arise. Barriers can relate to
workplace culture; the level of past involvement in
formal education and training; individual resources,
including time, as well as the availability of suitable
learning and development programs. An ABS survey also

provides an overview of the main reasons why people
aged 45 years and over do not participate in education,
despite a desire to do so.

The challenges that present in relation to engaging
people as they age in continuing up-skilling and re-
skilling include:

• entrenched cultural views of the role and appropriate-
ness of learning at various stages in our working life and
the ways in which they affect an individual’s motivation
to participate in development opportunities and the
allocation of training resources

• the resource implications of higher levels of training
participation across age groups

• the appropriateness and capacity of current systems to
identify, respond and track the development needs and
activities of people at various stages across their
working lives

• the relationship between the incentive for participation
in learning and development opportunities and
decreasing opportunities for promotion or job change
with age.

In developing lifelong learning approaches and options
the following must be considered:

• Industry participation and leadership in strategic
approaches to meeting skill development requirements.

• Informed vocational advice embedded in a detailed
understanding of the local labour market and broader
employment trends.

• Training programs that are flexible, responsive, work-
oriented and within the budget of people at different
life stages.

• Integrated approaches to local, state and federal
funding; regulations and structures that facilitate a
service environment that is collaborative and responsive
to the needs of learners.

• Assistance for individuals to develop clearly articulated
pathways that connect them to the full range of
resources available to support vocational transitions.

• Multiple-entry points to education and training
options that accommodate the diverse learning needs,
capabilities and interests of people.

GROWTH 56
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Conclusion
Innovating and investing in the continuing development
of skills across life is an agreed requirement to sustain
productivity in an era when the pace of change defines
social and business environments. This requirement is
amplified by the demographic shifts in the structure of
age in our population and workforce. At the same time,
the forces that are ageing us as a population are also
diminishing the growth in labour, with labour market
growth predicted to fall from 170,000 net in 2001 to
120,000 for the decade 2020.7

Increasing the participation of people aged 55 to 64 years
in the medium term has the potential to significantly boost
the labour supply. However, at present people over the age
of 45 have the lowest level of educational attainment and
current investment in their skill development. This must
change if people are to fully maximise their potential to
contribute to the economy through their participation in
work as they age.

Future cohorts will bring with them increased levels of
education attainment; however, the skills developed at the
outset of a working life will not be adequate to sustain rel-
evance across a lifetime. The current model of our life stages
is defined by education in our youth; work in our “prime”
age and leisure in our old age. We need to re-conceptualise
our view of the work–life course to one that combines
learning, work and leisure across adult life. Lifelong
learning is central to this new era of increasing longevity
and rapidly changing business and social environments.
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W H AT E V E R  H A P P E N E D  T O  L I F E L O N G  L E A R N I N G ?  

FROM RECENT AUSTRALIAN VOCATIONAL EDUCATION AND

lessons
training 

reforms

JOHN BUCHANAN AND OTHERS 1
Introduction: Vocational education and training – A key
dimension of lifelong learning
The reality of lifelong learning in contemporary
Australia is far from ideal. While the need for it may 
be widely recognised, its practice is at best under-
developed. The current situation prevails despite
considerable policy effort to rectify this problem. To
this day the idea of improving access to, and delivery
of, lifelong learning enjoys widespread support (Smith
et al. 2002). Closer examination of the concept
reveals, however, that the term means different things
to different people (Symon 2004). For many educators
it concerns deepening an understanding and skills of
interest to the individual; in short, allowing people to
reach their full potential. For some in business, and
many trainers keen to serve them, the term has a quite
different meaning. It is about the workforce changing
its skill profile in ways consistent with the immediate
needs of business as business defines it.
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In many ways the history of Australian education
explicitly concerned with middle range, work-related
skills is the history of this tension playing itself out. This
segment of the education system – which falls between
foundation and higher education – has been constantly
reconfigured. Over the centuries it has been described as
concerning “the mechanical arts”, “industrial training”
and “technical education”. Today it is generally described
as vocational education and training (VET). The history
of this element of the education system is far more
dynamic than is commonly appreciated. In many ways it
is a history of reforms being promoted by those motivated
by an expansive notion of lifelong learning and these 
initiatives eventually being overwhelmed by interests
committed to meeting immediate economic needs that
are narrowly defined (for example, Murray-Smith 1966;
Neal 1995).

Particularly good examples of this dynamic are provided
by public policy initiatives concerning this realm of edu-
cation in the last three decades. In the 1970s the Kangan
Reforms endeavoured to promoted an expansive view of

what was characterised as “technical and further educa-
tion”. After some initial successes, “economic
imperatives” displaced the influence of this broader
vision. The need to respond to growing unemployment
meant that one of the major areas of growth was short-
run training programs for those without work
(Marginson 1997; Morris 1999). A similar process
occurred in the 1980s and 1990s. An expansive program
directed at giving people a second chance in life through
the formation of better defined career paths supported by
integration training was ultimately swamped by the
demand for an approach (allegedly) more  in tune with the
need for greater labour market flexibility in the short run
(Buchanan, Briggs and Watson 2004; Hampson 2004).

Lifelong learning concerns more than vocational edu-
cation and training. Legacies of primary and secondary
education are clearly important. So too is the operation
of higher education. Any comprehensive analysis and
policy dealing with lifelong learning must cover these
sectors. This chapter, however, only deals with develop-

ments in vocational education and training. This is for
two reasons. First, it is the part of the education system
with which most people are engaged throughout their
working lives. In recent times only around 20 per cent of
working age people were involved in a formal course of
study, but over 80 per cent report that they had been
involved in some form of training provided on the job or
by the organisation they work for (ABS 2001). Second,
it is the area of policy that has explicitly endeavoured to
upgrade large numbers of mature workers’ levels of 
education and training.

This chapter addresses two questions:

1. How has policy concerning vocational educational
and training evolved in the last two decades?

2. Given the lessons from these changes, what are the key
challenges for improving access to, and delivery of,
lifelong learning in the future?

This chapter is structured as follows. In the first section
we examine the rhetoric and reality of the reforms to
Australian vocational education and training. Since the
mid-1980s these have moved through two distinct
phases. Initially, considerable efforts were made to move
away from a system of “front-end” training (especially
apprenticeships for the trades) to a system based on com-
petencies open to all at any stage of their working life.
Since the early 1990s the reform agenda has transmuted
into a drive to establish a “training market” and the
establishment of a vocational education and training
system that is “employer led”. While the reforms have
been associated with some improvements, “skill”
problems continue to multiply. This is because the new
system has not engaged with the new realities of work;
namely, changing life courses on the supply side and
changing networks of production on the demand side. 

In the second section we outline how current problems
can be overcome. There is a need to move beyond a pre-
occupation with education and training institutions and
instead devote greater attention to improving the
processes of workforce development within the labour
market – especially through better systems of training
within organisations and on the job. In the last section
we conclude by noting that unless such a change in direc-
tion occurs, Australia is likely to witness a repetition of
the failures of the past.

Lessons for lifelong learning: Rhetoric and reality in the
reform of Australian vocational education and training
In reflecting on recent reform experiences we first 
summarise what was attempted and then note what
outcomes were associated with these initiatives. A brief
explanation for why reality deviated so dramatically from
the rhetoric is then provided.
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Initiatives: Two phases of reform2

In making sense of how public policy concerning working
life and skill formation is changing in Australia today it is
necessary to understand the significance of the breakdown
in what has been described as the “federation settlement”
(for example, Macintyre 1985; ACIRRT 1999, chapter 2).
This was a mix of policies concerning industry develop-
ment (for example, tariffs), population growth (that is,
“White Australia” immigration laws) and labour market
regulation (that is, conciliation and arbitration). Closely
allied to this settlement was a conception of working life
shaped by an Australian variant on the traditional model
of breadwinning. This has been called the “Harvester
Man” model of employment and domestic relations
(Watson et al. 2003, chapter 2). This model was never
fixed and evolved dramatically over time (Nolan 2003).
The key precepts of this model are well known. Males were
assumed to work in full-time, full-year jobs and accrue a
wide range of entitlements associated with “standard”
employment. These were accrued against longstanding
employers at rates of pay that allowed a man and his family
to live a civilised life in “frugal comfort” (Higgins quoted
in Macintyre 1985). Women were assumed to be finan-
cially dependent on men and primarily responsible for
looking after the household. A key aspect to this model
was a notion of skill (Buchanan, Briggs and Watson 2004).
A basic wage was set for unskilled workers and additional
margins were paid for “skill”. Over most of the twentieth
century, around one male in four undertook an appren-
ticeship. The unions covering these people provided the
power base for the Australian labour movement.

From at least the 1960s onwards, however, the
“Harvester Man” model declined in significance as both
an account of labour market reality and aspiration for
many citizens. Critical developments included increasing
female participation in the workforce and occupational

restructuring that changed the nature and significance of
trades work. Since the 1980s another policy model has
steadily emerged. In the realm of economic and labour
market policy, neo-liberal precepts have become increas-
ingly influential (Pusey 1991, 2003; ACIRRT 1999,
chapter 2). In the realm of social policy, notions of
defining access to benefits on a modern idea of the
“deserving poor” have become increasingly influential. In
short, in place of the “Federation settlement” we have

witnessed the emergence of what could be described as a
neo-liberal social settlement (Wheen 2004; Frank 2000,
2004; Marr 1999; Marr and Wilkinson 2003).

In the realm of policies concerning vocational educa-
tion and training, the transition from “Harvester Man”
to the current situation has involved a two-stage process.
During the 1980s the union movement embarked on an
ambitious campaign to open up the system of skill for-
mation. The aim was to give people more choice across
their life course and to minimise the limitations that
often flowed from poor schooling or training experiences
earlier in their lives. Why should early school leavers, for
example, be condemned to low-skilled, low-paid work
for the rest of their working life? In this quest, the
primary focus was on breaking down restricted entry into
the trades, and the main mechanism for achieving this
was the push to establish systems of competency-based
training. The basic idea was that workers could acquire
skills from a variety of work experiences over their
working lives, and then get recognition for these skills
and thereby progress further in their careers. In short, the
objective was to shift from up-front training to lifelong
learning (Watson et al. 2003, p. 153).

These general ideas were formulated into a tightly
defined “National Training Reform Agenda”. Richard
Curtain (1994, p. 44) summarised the key elements of
this agenda as follows:

• The development of competency standards by industry
and associated curriculum development to reflect com-
petency outcomes.

• The development of an Australian Standards Framework
for vocational education and training credentials.

• The establishment of a National Training Board (NTB).

• The agreement on a National Framework for the
Recognition of Training (NFROT).

• A number of reports on issues related to the training
implications of industrial relations changes, young
people’s participation in post-compulsory education
and training, and the need for curricula to take into
account a number of general or core competencies.

• The establishment of the Australian Vocational Certificate
Training System (AVCTS) to provide a number of
pathways in the transition from school to work.

• The establishment of the Australian National Training
Authority (ANTA) to oversee the allocation of govern-
ment resources to the publicly funded Technical and
Further Education (TAFE) sector.

However, from the early 1990s onward, this agenda for
training “reform” was dramatically recast (The Allen
Consulting Group 1994; Buchanan et al. 2001, pp. 5–10;
Hampson 2004; Buchanan, Briggs and Watson 2004).
The weakening of established apprenticeship systems for
trades training was used by free market advocates to
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establish in its place a training market. Whereas the
1980s training agenda had been directed at opening up
skills to a broader range of people, the 1990s were more
concerned with introducing market principles into the
operation of skill formation. Particular attention was
directed to ensuring that industry – defined as peak
employer organisations – had more influence in directing
public moneys allocated for skill formation, or what was
known as VET (Watson et al. 2003, pp. 153–4). As a
result, the dominant concerns gradually became “user
choice” and “freeing up” allocation of public training
funds previously monopolised by the public systems of

TAFE. Since 1996 key initiatives associated with the
development of a national training market have included
the development of a new National Training Framework
based on industry training packages and the Australian
Recognition Framework for providers of education and
training services – public and private (Hampson 2004).
These arrangements have purportedly shifted power in
the allocation of public training funds away from public-
sector TAFE systems into the hands of those using
training services, especially employers.

Outcomes: Some achievements but growing problems3

These reforms have resulted in some achievements. They
include:

• increased flexibility and availability of structured
training, primarily supplied by generating a larger
range of providers in addition to TAFE, and freeing up
approaches to technical and further education within
the publicly funded training system

• greater numbers of individuals with portable, nation-
ally recognised qualifications

• greater responsiveness of the vocational education and
training providers to the requirements of employers
and industry bodies.

Nevertheless, serious challenges, if not problems,
remain. Indeed, there are growing reports of frustration
among employers, workers and students with the current
arrangements concerning work and skill formation. 

Typical indicators of this frustration include:

• despite the shift to a “demand”-driven system, com-
plaints of skill shortages persisted throughout the 1990s.4

Over the past year the problem has become so acute in
sectors such as mining, construction, engineering, health
and business services that the Reserve Bank has indi-
cated that wage pressures associated with these
shortages could increase inflationary pressures in the
economy (RBA 2005)

• growing numbers of young adults (those aged 20–24)
combining education and work: 25 per cent (1998)
compared to 16 per cent (1988). However, many of
them are not happy with their forms of employment.
Among part-time young adult men in particular, 40
per cent want to work more hours each week
(Buchanan and Bretherton 1999, pp. 55–68)

• falling levels of training provided by employers. Indeed,
the changes in VET policy appear to be part of a signifi-
cant cost-shifting exercise from employers to the state.
Some commentators have argued that far from delivering
a dynamic, demand-driven system, the reforms of the
1990s have merely delivered enhanced business welfare at
public expense. Levels of training expenditure by
employers as a percentage of payroll, for example, have
been stagnant since the late 1980s. They only rose slightly
during the period of the Training Guarantee Act and
slipped back to their previous level after this Act was first
“suspended” and then abolished (ABS 1989, 1993, 1997,
2003; Hall et al. 2002; Watson et al. 2003, chapter 10)

• despite being supposedly “industry” or “employer” led,
the system of vocational education and training still
appears to many in the workplace level to be “overly
complex, confusing and difficult to access” (The Allen
Consulting 1999, p. xiii). The influence of key officials
in leading peak employer associations may have
increased, but the input of most employers is marginal
at best and usually totally absent. The Allen Consulting
study (1999, p. 63) found “that over 80 per cent of
companies were either unsure or disagreed with the
proposition that more recent changes to the training
system had made the training easier to access.”

Causes: changing skill eco-systems and life courses5

In making sense of the disjunction between the rhetoric
and reality of vocational education and training reform,
our research has highlighted the importance of having
simple but appropriate concepts for both making sense
of the challenges and in formulating policy responses. A
key problem with much analysis and policy in this area is
that it is informed by outdated notions of individuals
and units of production; that is, the nature of the supply
of, and demand for, labour. Both are conceived of as
isolated units that interact in a training market (Hall et
al. 2000). Such assumptions do not accurately capture
current and emerging realities. With apologies to John
Donne: “no worker or workplace is an island.”
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On the demand side there is a growing literature on the
nature and significance of economic networks – especially
clusters of workplaces – as the key variable for making
sense of how production occurs today. Traditionally, the
demand for labour has been defined in terms of
“employers” or “firms”. But such categories fail to engage
with the emerging realities of network productions and
clusters of firms that have received recent increased
interest by the OECD:

Increasing complexity, costs and risks in innovation are
enhancing the value of inter-firm networking and collabo-
ration in order to reduce moral hazard and transaction costs,
spurring a multitude of partnerships between firms with
complementary assets, in addition to traditional market-
mediated relations (OECD 1999).6

Leading vocational education and training researchers
have built on this literature and developed the concept of
“skill eco-systems” (Crouch et al. 1999; Finegold 1999;
Briggs et al. 2000). This provides a powerful framework
for thinking through the evolution of the connections
between work and skills. These are defined as clusters of
high, intermediate and low-level skills in a particular
region or sector. The key elements of such eco-systems are:

• business settings (for example, type of product market,
competitive strategies pursued by organisations within
these, business organisation/network and financial
systems)

• institutional and policy frameworks (these concern
vocational education and training and other areas of
state intervention)

• modes of engaging labour (for example, the balance
between “standard” workers and casuals, contractors
and labour hire workers)

• structure of jobs (for example, job design and work
organisation)

• level and type of skill formation (for example, appren-
ticeships and informal on-the-job training).

Any policy on work and skills that does not engage
with the changing realities of different skill eco-systems
will be at best ineffectual and at worst counterproductive.
In recent years we have analysed in depth the changing
skill requirements of sectors as diverse as dairy farming
(Cole 2004a, b, c); most areas of manufacturing
(Buchanan, Briggs and Evesson, 2002 and Buchanan,
Briggs and TAFE Project Research Team 2004); and a
diverse range of service industries, including health, retail
and hospitality (Buchanan and Hall 2004). All these
analyses of changing skill requirements have revealed that
issues associated with the formal training system are of
second and third order of importance compared to other
dynamics at work in skill eco-systems. A particularly
challenging problem common to many of these eco-
systems is that the growing preoccupation with fully
deploying labour on the job is squeezing out time for the

coherent development of skill. Current trends are
severely compromising the sustainability of a number of
skill eco-systems dependent on middle range and higher
order skills – especially in manufacturing, health and
information technology.

On the supply side there has been growing interest in
moving beyond traditional human capital and life cycle
models of the individual (Fine 1998), with increasing
interest in the idea of understanding the reconfiguration
of life courses. We have found that the concept of transi-
tional labour markets provides a particularly useful
model for conceptualising contemporary labour market
flows that need to be considered if vocational education
and training is to play a more effective role in assisting
workers through key changes in their working lives
(Schmid 1995, 2002a and b). This framework acknow-
ledges that the traditional notions of full-time permanent
employment and linear career paths are no longer realistic
benchmarks and have limited explanatory power.
According to Schmid and his colleagues, the five key
labour market flows that should be considered in contem-
porary labour market and skills analysis include transitions
between:

• education/training and employment

• part-time and full-time dependent employment

• private or family-based activity (usually unpaid) and
paid work

• unemployment and employment

• work into retirement or between periodic incapacity for
work (due to illness or disability) and employment.

Changes in the key transitions within workers’ lives
pose substantial challenges to the economy. In a sector
such as retail, for example, changing life courses mean
that growing numbers of students working part-time are
filling positions which previously provided entry-level
employment for school leavers. This in turn reduces the
feeder pool for middle management positions in the
sector. Similarly, in health and community services,
changing life courses associated with increased career
options and the fertility choices of women are radically
changing the pools of labour supply traditionally relied
on for occupations such as nursing and personal care
attendant. Policies that are preoccupied with the institu-
tion of training provision do not grapple with key
realities such as these.

The focus on networks (that is, non-market and non-
hierarchical forms of social organisation) common to
both skill eco-systems and transitional labour markets
provides a powerful basis for deepening the under-
standing of issues associated with building capacity and
capability for making lifelong learning a reality. They are
especially helpful in thinking through what the key prior-
ities should be in developing a more effective approach to
lifelong learning in the future.

GROWTH 56
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Improving lifelong learning: From industry-led VET to
cooperative workforce development?7

One of the greatest paradoxes about the legacy of the
reforms in the 1990s is employer confusion with a system
that has been created by the leaders of this class. Our
research highlights that many of the problems can be
traced to the objectives of the reform process. In recent
times there has been a preoccupation with the formal
institutions of education and training. Coupled with this
has been an almost obsessive concern with having
“industry leadership” of this formal system. If lifelong
learning is to become more accessible and better deliv-
ered we feel that policy needs to grapple with the broader
notion of workforce development. Allied to this we think
the notion of “industry leadership” needs clarification. In
particular, we believe greater attention needs to be given
to devising institutional mechanisms that give voice to
different stakeholders and which capture the benefits of
coordination, as well as flexibility in the development
and delivery of learning relevant to work.

First, let’s deal with the issue of “workforce develop-
ment”. For too long policy on vocational education and
training has been preoccupied with the formal aspects of
learning as manifested in institutions such as TAFE.
While it is undeniable that these institutions are important,
they are by no means the only aspects of social reality that

should be of interest to those concerned with improving
lifelong learning. Indeed, our research into changing skill
requirements in agriculture, manufacturing and services
reveals that few employers have problems with formal
institutions of learning, and even when they do these are
of second-order significance compared with other issues
associated with how skill eco-systems are changing.

Kaye Schofield has argued that if policy concerning
work and learning is to move forward it is more useful to
think in terms of a notion of “workforce development”.
Drawing on work recently completed for and by the UK
Cabinet Office (UK Cabinet Office 2001, Coleman and
Keep 2001, see also LSC 2002 and LSDA 2002),
Schofield as reviewer for the South Australian Ministerial
Inquiry proposes the following definition:

Workforce development is defined as those activities which
increase the capacity of individuals to participate effectively
in the workforce throughout their whole working life 
and which increase the capacity of firms to adopt high-
performance work practices that support their employees to
develop the full range of their potential skills and value
(Government of South Australia 2003, pp. 7, 20).

Making “workforce development” the focal point for
policy on vocational education and training and lifelong
learning strikes a particularly strong chord with us. It res-

TABLE 2.1
MAKING SENSE OF WHAT AN INDUSTRY-LED TRAINING SYSTEM MEANS IN VET POLICY AND PRACTICE IN AUSTRALIA TODAY

ISSUE OF CONCERN THE ELEMENTS OF CONCERN POSSIBLE CONFIGURATION OF ELEMENTS IN A REGIME 
IN SYSTEM DESIGN OF SKILL FORMATION

Source: The middle column was derived directly from Schofield 2002. Columns 1 and 3 represent attempts to characterise this framework in a way compatible with, but not explicitly
referred to in her paper.

1. The agents involved; that is, the balance 
within society between the “industry” partners

2. The levels involved; that is, the balance 
between different levels of economic 
practice and which level controls definitions 
and funding for skill development

3. Role of the state; that is, the balance 
between state and economic agents in the
provision of skills

“Employers” + unions

Employers in general

Employers at sectoral level

Employers at enterprise level

Employers at workplace level

Government and “Industry”

Variant (a): Joint regulation/control

Variant (b): Consultation

Variant (c): Management/employer unilateralism

Variant (a): National level domination usually prevails by means of
an “enterprise”-based system

Variant (b): Sectoral-level system gives strong voice/representation
to concerns with occupation and workplace practices

Variant (a): The framework state – government provides the
framework for “industry” to “get on with training”.
Can take neo-liberal (for example, Hayek) or pluralist
(for example, Kahn–Freud) forms

Variant (b): Corporatist model – state + industry actively work
together to manage training

Variant (c): Business welfare model – government funds
employers to do the training
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onates so strongly with the notion of “skill eco-system”,
which helped make sense of our empirical findings. Our
conception, and that which accords best with the original
meaning of the term and its use by others such as Kaye
Schofield, includes not just the development of workers
through training, but also the development of the jobs in
which workers work. As Richard Hall and myself have
argued, the term seeks to emphasise the need to design,
develop and sustain jobs and working arrangements that:

• utilise higher order and more advanced technical and
cognitive skills

• provide workers with an opportunity to apply and
develop higher order skills

• facilitate meaningful and regular opportunities for on
the job training and skills transfer

• encourage the development of skills, competencies and
attributes that are of long-term value to the economy,
society, industry and region concerned – rather than
just of immediate interest to the employer (Buchanan
and Hall 2004, p. 43).

Only a comprehensive conception of workforce devel-
opment can ensure that policy supports not just training,
but the facilitation of sustainable skill eco-systems.

In addition to shifting the focus of policy from
“training” to workforce development we believe it is
important to rethink issues of power and control in the
operation of the system. In recent times there has been a
tacit policy consensus at the national level that the VET
system needs to be “industry led”. But what does this
mean? Again, Kaye Schofield has offered some important
pointers to the key issues that need to be addressed. As
she notes, the term is not as self-evident as is often
assumed. She argues that three issues in particular need
to be clarified. These issues are summarised in Table 2.1.

First, just who falls into the category “industry”; that
is, who are the agents involved in running the system? Is
it the owners of business and/or their representatives?
Does it extend to unions, the organisations that represent
the people who work in those businesses? Second, what
level of industry are we talking about: workplace, enter-
prise, sector or nation? Finally, what is the role of the
state vis-à-vis industry? Does it simply provide the frame-
work for agents at whatever level to operate in, or does it
provide funds directly? If it does provide funds, how are
these to be managed: jointly on a corporatist basis or on
the basis of delegation to private employers as business
welfare?

Currently, we appear to be witnessing the emergence of
a system in which “industry” primarily means peak
employer bodies only, operating primarily at national
level administering publicly provided funds on a business
welfare model of training delivery. Is this the ideal
administrative structure for nurturing a more effective
approach to lifelong learning? As Schofield’s framework
shows, even if we accept the idea of “industry leadership”,

a wide range of options exist. Given the problems with
current arrangements it is time to open up debate as to
whether there may be more effective ways of running
vocational education and training. A more cooperative
approach that gave a role for unions, as well as employers
at the workplace and sectoral level, would give a more
decentralised approach to nurturing workforce develop-
ment within particular skill eco-systems.

Conclusion: Can a farce be avoided?
Training and education reform appears to be driven by a
commitment to even greater “marketisation” in the
interest of short-run objectives narrowly defined by some
national employer organisations. These are precisely the
features of policy that have been associated with the key
skills problems noted earlier: increasing skill shortages in
key pockets of the labour market, employed students
frustrated with the work–life balance and confusion
among many employers on how to access “the system”.
Should this policy direction continue we can expect
more of the same. Market-based solutions by themselves
will not deliver what market economies need in terms of
skills for sustainable prosperity in the future.
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END NOTES

1 This chapter is based on insights gained from a large number of projects evaluating
reforms to, and the evolution of, Australian skill formation and working life. These were
undertaken by groups of researchers primarily based at ACIRRT, the University of
Sydney’s workplace research centre. At the beginning of the various sub-sections of the
chapter, details are provided of the reports on which they are based (and sometimes
reproduced in part). While citations of all the researchers involved in these projects are
provided in these footnotes, I wish to acknowledge the special contribution the following
have made to developing the analysis summarised in this chapter: Chris Briggs, Kaye
Schofield, Richard Hall, Ian Watson, Justine Evesson, Gillian Considine and Mark Cole.
Ron Callus has also contributed greatly to my understanding of these issues over the
last two decades.

2 This section draws heavily on ideas developed through major studies of the transfor-
mation of Australian working life in the 1980s and 1990s, and a large-scale project on
the changing links between work and skills in the future. Key publications arising from
these studies are ACIRRT 1999, Watson et al. 2003 and Buchanan et al. 2001.

3 The section draws heavily on Buchanan et al. 2001.

4 The problem of skill shortages became so acute in 1999 that the Federal Minister for
Education, David Kemp, met with the three largest national employer organisations to
discuss the topic and formed three working parties to examine the problem in engi-
neering, electrical contracting and the automotive trades (Allen Consulting Group 1999).
The number of government-sponsored “skills initiatives” groups increased rapidly in
subsequent years.

5 We first grappled with the idea of skill eco-systems in a study of skills and the future of
work. See Briggs et al. 2000. The concept has been refined in all our major skills studies
since then. We have been working with the idea of transitional labour markets since
1995 (see Buchanan and Bearfield 1995). Watson et al 2003 provides a consolidation
of our findings on this issue.

6 OECD 1999, Boosting Innovation: The Cluster Approach, Paris, p. 7.

7 Many of the ideas in this section draw on insights developed jointly with Richard Hall and
Kaye Schofield. For a more detailed elaboration of them see, for example, Buchanan and
Hall (2004) and Schofield (2002).
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Introduction
A shrinking workforce and growing skills shortages over
the next 15 to 20 years is shining a spotlight on older
workers. As employers struggle to recruit and retain staff,
they are becoming more aware of the value of mature-age
(45 years of age plus) workers. Employers are beginning
to notice this group’s many qualities – their accrued
knowledge and skills, their adaptability, loyalty and relia-
bility. However, the continuing employment and training
of mature-age workers is yet to be widely recognised as a
positive investment rather than an unnecessary cost.

Australia’s vocational education and training (VET)
sector is responding to the ageing population and its
implications for the nation’s productivity. This chapter
presents a snapshot of the mature-age learner in VET,
outlines what the sector is already doing to address the
needs of mature-age workers, and considers future policy
and implementation challenges for the VET sector in the
training and retraining of mature-age workers.

Why is training a necessary and integral part of the
mix? Learning makes a difference to people’s lives,
regardless of age. For the individual it can improve
employment prospects and assist the right career and life
choices. For employers, high-quality, well-targeted
training can increase productivity and profitability,
improve the prospects of attracting new employees, lift
morale and reduce absenteeism, as well as encourage
greater flexibility in the face of rapid change.
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Making the most of this currently under-used pool of
workers will demand a considerable mind shift across the
whole of Australian society. Employers must rethink their
preference for younger recruits; workers must believe 
that old dogs can learn new tricks; and training providers
must be able to offer the mature-age population relevant, 
effective and high-quality services that might require 
different approaches from the past.

Skilling mature-age people
Competence, not age, should be the key to thinking
about the workforce. That means focusing on how best
to engage people in continuous learning, considering
such factors as their motivations and preferred learning
styles.

In this regard, the mature-age cohort is not homoge-
nous. One approach to disaggregating the group and its
members’ needs and preferences is to examine their
current relationship to work and to develop training
strategies according to whether someone is already in
work, seeking work, at risk of losing a job and needing to
change occupation or industry, wanting a career change,
or hoping to rejoin the workforce.

Given that there are entrenched pockets of long-term
unemployment in the mature-age bracket, the focus of
attention in the public sector has tended to be on those
people who are out of work or only marginally attached
to the workforce.

However, mature-age workers already in the workforce
are also an important group from a policy and practical
perspective. Nearly 40 per cent of mature-age workers are
employed in high-level occupations – as managers and
professionals. Since this part of the labour market is
expected to increase over the remainder of the decade,
there is likely to be greater career choice for this group.
Employers will therefore need to acknowledge and
address their training needs. Many of these people are
passionate learners and require no persuasion about the
value of lifelong learning, but they may need assistance to
update and transfer their skills and knowledge.

The outlook is mixed for other mature-age workers,
with one-quarter working in areas that are expanding, and
another quarter having jobs where there is likely to be only
slow or moderate growth. That leaves almost 10 per cent
of people whose jobs are disappearing or contracting. The
people in this group are highly vulnerable and if they lose
their jobs and lack appropriate transferable skills, this may
make it hard for them to find new employment. Training
will be pivotal to their re-engagement. However, there are
potentially many within this group who are likely to be the
least motivated to learn and may also have to overcome
low self-esteem, health problems or a disability. This
presents serious challenges for the VET sector.

Another feature of the mature age workforce is its gender
segregation. Two-thirds of older women work as cleaners,
in clerical, sales and service occupations, or in the health
and education sectors. By contrast, trade occupations, plant

FIGURE 3.1
GROWTH IN THE AUSTRALIAN WORKING AGE POPULATION

Source: Access Economics ABS 2005
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and machine operators, and transport workers and
labourers are male-dominated. Knowing these differences
can be helpful in devising marketing and learning strategies
which suit these categories of workers.

The role of vocational education and training
The VET sector is a large but not always understood
component of the Australian education and training
scene. With over 4000 recognised training providers,
including technical and further education (TAFE) 
institutions, private and community providers, and an
increasing number of secondary schools registered to
provide VET training, the VET sector has a deep reach
into the community and industry. It also has a broad
brief to provide skills and knowledge for work, to
enhance employability, and to assist learning throughout
life. To do this, the system provides six levels of nation-
ally recognised qualifications.

The VET system is shaped by the needs of industry and
business. It is these that drive training policies, priorities
and delivery. While Australian, state and territory govern-
ments provide around half the funds for VET, the other
half comes from employers and learners themselves.

Like other areas of government and industry, the VET
sector has more recently given increasing priority to
maintaining and expanding the skills of older workers.
Across the country, policymakers and practitioners have
been looking at what mature-age learners need and how
they learn. This has resulted in a range of innovative
programs to engage the reluctant learner and to help
people back into work. It has also contributed greatly to
our knowledge of the diversity of mature-age learners.
This has set a good foundation on which to build a
coherent response to the various training needs of older
people within the workforce and beyond.

Australia’s VET system accommodates many delivery
mechanisms (including distance education, workplace
training and e-learning). These assist it to respond to the
challenges posed by our ageing population. The VET
system also allows training to be customised to suit the
needs of individual organisations and, increasingly, indi-
vidual learners.

Training packages
Over the past decade, the Australian VET system has fully
adopted a competency-based approach. Competency
requirements and associated qualifications are identified
in the form of industry-developed training packages.
These are reviewed every three years to reflect changes in
industry needs and to build in other improvements. In
conjunction with national qualifications and quality
assurance frameworks, training packages allow for consis-
tency of training and qualifications across the country. At
the same time, they provide a degree of flexibility in
meeting differing user needs.

A high-level review of training packages conducted in
2003–04 endorsed the industry-led system, while also
identifying a range of areas for improvement. One of these
areas related to the increasing demand from some user
groups, including mature-age learners, for recognition of
smaller chunks of learning, rather than full qualifications.
Work is under way to introduce new mechanisms by
which these can be assessed and accorded national recog-
nition. Achieving this will meet the demand among
mature-age workers for training that fills specific gaps in
their skills sets. Better pathways, greater portability and
quality assurance will also assist workers to gain the com-
petencies they need to stay engaged in the world of work.1

Barriers to mature-age participation in VET
One in eight working age Australians is engaged in some
kind of vocational education and training. While 7 per
cent of the VET student population comprises people
over 45 years, ABS data shows that in 2001 only 3 per
cent of people aged 45–64 undertook formal study.2 This
decline can be attributed to several factors, including a
reluctance on the part of employers to invest in training
for older workers, inadequate information about learning
options, insufficient tailoring of services to meet mature-
age people’s needs, and attitudinal barriers to returning
to formal study.

Those older workers who do study are usually the ones
who already have qualifications. The others – who certainly
also possess a wide range of skills and knowledge – may not

have been involved in structured training since their school
years. This absence of formal qualifications, along with the
prevailing age discrimination, may mean they are more
reluctant to return to structured learning.

Strategies
We know that mature-age workers and others in the
ageing population lack awareness of the opportunities
that exist for learning. We also know that opportunities
need to include multiple entry points and flexible
pathways, cater for the varying experience and learning
preferences of this group, and take into account time
pressures and other constraints on older students. These
factors are shaping the VET sector’s approach to better
engaging the mature-age workforce. A number of its
broad strategies are outlined below.

Marketing and guidance
We need to persuade older Australians to recognise the
value of further training and education as a key to
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remaining in or entering/re-entering the workforce. That
means tailoring messages about learning that will
resonate with particular audiences. We also need to
strengthen the recognition of the value of VET within
industry and the broader community. This includes
appreciating that VET now reaches beyond entry-level
training for young people to cover a wide range of other
client groups across almost all industries.

In 2000, the Australian National Training Authority
(ANTA) identified eight learning segments reflecting
varying attitudes to learning across the population. (See
Figure 3.2)

This segmentation can form a useful guide for those
seeking to communicate with different parts of the
mature-age market, and for addressing negative or ill
informed perceptions of the VET sector. For example, it
is not always easy to engage mature-age men, particularly
those with no post-school qualifications, who tend to
regard training as inaccessible and/or irrelevant. It has
been found, however, that showing them how their peers
are engaged in learning and reaping its benefits can be an
effective way of engaging this group. In contrast, mature-
age women wanting to re-enter the workforce are likely to
be more motivated, but need to know that there is support
to help them return to study in a formal institution. For
both groups, it is now understood that time spent in
building self-esteem, determining career directions and
improving study skills is likely to result in better training
outcomes and more sustainable employment.

This places additional demands on providing access to
appropriate information and guidance about learning
and career options for mature-age clients in the work-
place, within the welfare system and local communities,
as well as within the training system. Access to good
information and appropriate choices is, however, only
useful if clients can overcome other barriers to further
training, including age discrimination, financial cost,
competing demands of work and family, and health.
Addressing these problems will require strong cross-
sectoral cooperation and professional development for
those dealing with mature-age clients.

Employability skills
The VET sector is responding to industry’s call for
employability skills, such as communication, teamwork,
problem-solving, and planning and organising, to be an
integral part of the VET delivery and recognition
process. This should provide for more visible recognition
of the value of these skills, both in the teaching and
recognition processes. Work is also under way to explore
how to break down the silos in different industries’
approaches to skills development to ensure portability of
qualifications. For example, a Pathways Certificate I is
currently being designed that makes the employability
skills explicit and incorporates a common approach to
skill development, while also allowing for contextualisa-
tion according to industry, sector and workplace.

Recognition of prior learning
Recognition of prior learning (RPL) is the formal assess-
ment of an individual’s current skills and knowledge against
standards in training packages or accredited courses. By
identifying both skills and skill gaps, RPL can reduce the
amount of training experienced people have to undergo
and enable more careful targeting of the training dollar. It
also helps in the recognition of informally gained skills.

Mature-age people are generally looking for pathways
that are short and targeted. They want bite-size programs
and do not necessarily want to commit to a full qualifi-
cation. They also want services that are flexible and
user-friendly. Efficient RPL practices can cater to this
demand, as well as contributing more broadly to a fast
and streamlined response to industry’s skilling demands.
To do this, RPL processes need to become more flexible,
equitable and responsive to clients. Ways to eliminate the
obstacles to widespread use of RPL are being explored in
several projects around the country with a view to pro-
ducing a national, integrated approach.

Assisting disadvantaged older workers
The Australian, state and territory governments have
recognised that mature-age people may need particular
encouragement to move into areas of skill shortages, and
that disadvantaged older workers need help to equip
them with the skills to ensure their job security.

FIGURE 3.2
MATURE-AGE ATTITUDES TO LEARNING

Source: Marketing Strategy Client Needs, p. 42.
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Older job seekers
In 2004–05, the Australian government directed $20.5
million towards the creation of 7500 training places for
mature-age workers, parents returning to work and
people with a disability. Australians Working Together
funding has supported projects in the states and territories
that respond at a local level to helping older unemployed
people. The mature-age Employment and Workplace
Strategy, introduced in 2004, is aimed at improving
knowledge about the changing nature of the labour
market, supporting job seekers improve their job search
techniques and career decisions, and giving employers
guidance about how to devise mature-age employment
policies at their workplaces. Much of this effort involves
training initiatives. The Australian Department of
Education, Science and Training also provides an addi-
tional payment to disadvantaged mature-age apprentices.

Literacy
The Adult Literacy National Project has been in opera-
tion since 1997. Its objectives are to foster adult skilling
and improve VET opportunities and outcomes, including
through better linking of training and employment. In
addition to the Workplace English Language and Literacy
(WELL) Programme and the Language, Literacy and
Numeracy Programme, that caters to eligible job seekers,
the project also supports a migrant English program and
funds schemes to help older workers master technology.
While the fastest growth rate in people accessing the
Internet is among older Australians, it is still a fact that for
many of those wanting to return to the workforce, the
absence of basic information technology (IT) skills
remains an obstacle. Since 2002, the Australian govern-
ment has provided $23 million for the Basic IT Enabling
Skills (BITES) for Older Workers Programme, seeing
more than 17,000 Australians helped in gaining critical
information technology skills.

Professional development
The VET sector has recognised that if it is to provide
high-quality, accessible training to meet the needs of all
client groups, including the mature-age group, it must be
a leader in building the capability of its own people. It
therefore invests substantial resources into promoting
innovation in VET delivery, assessment and workforce
development. For instance, trainers from both the public
and private sector are being equipped to respond to
emerging industries and technologies, as well as to help
small/medium enterprises and the existing workforce to
create learning-conducive workplaces.

Work is already under way to inform training organi-
sations about how best to cater to older learners. This
material will also inform them on ways to work in part-
nership with employers to ensure that all employees,
regardless of age, are encouraged to participate in
training, learning and development opportunities for the
full course of their working lives. Included in such

guidance is information about RPL, suggestions for 
marketing strategies and ways to build the confidence of
learners.

Anticipating the future: A coordinated effort
This suite of strategies, together with a range of innova-
tive approaches being developed at the point of training
delivery, will go some way to addressing the needs of
those already in the mature-age group. But what of the
future mature-age cohort?

Around 70 per cent of the Australians who will form
the workforce in ten years’ time are already working.
However, some of the future jobs do not yet exist and
others will have changed beyond recognition.3 It is vital
that industry, government, trainers and individuals
combine their efforts, not only to meet the challenges of
today but to anticipate those of the future.

The trend away from vertical career paths towards a
portfolio of jobs is likely to accelerate. In the future it is
likely that organisations will need to be more agile and
less hierarchical. To ensure that they can respond to
constant change, they are likely to place greater emphasis
on informal learning rather than on formal award
courses. Individuals, too, will demand greater recogni-
tion of their informal learning, particularly if they are
being asked to bear the cost of filling any skills gaps they
may have. This poses the challenge of how such informal

learning is incorporated into the national training system
and how it is linked to wider human resource manage-
ment strategies that promote new approaches to job
design and work organisation.

There is no doubt that all those involved in shaping
the training system – including governments, industry
organisations and employers – are having to gear them-
selves more and more to cater for the changing demands
of industry and meet individual consumer preferences.

New pathways
Such a fluid system will require more pathways for
learning, recognising that education and training is no
longer a linear process, but one that demands coopera-
tion across sectors (for example, the VET and university
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systems and between industries); strong alliances
between the public, private and community sectors; and
clever use of new technologies.

The training system must also adapt further to the
demands of an ageing workforce and to the problem of
skills shortages. For example, while there are now over
50,000 mature-age apprentices and trainees taking part
in the New Apprenticeships scheme, few of these are in
the traditional trades. The next step is to further mould
the apprenticeship system to cater to contemporary con-
ditions. This will be facilitated by technology and by
increasing the flexibility of delivery mechanisms now
available to offer greater potential; for example, for
reducing the timeframe in which an apprenticeship is
completed.

Self-managed career paths
Throughout the OECD it is being recognised that career
guidance can play an important role in better allocation of
human resources in the changing world of work and in an
ageing society. Such guidance should be aimed at equip-
ping individuals to manage their own career and learning

pathways. They will need to be able to combine compe-
tencies to create their own work options, moving in and
out of economic activity as necessary and having different
work status at different times of their lives.4 These are all
elements that need to be considered by VET practitioners
when designing and delivering training for all age groups,
but more broadly by the system to ensure that the type of
training people choose fits their career aspirations and
personal circumstances, as well as their aptitudes.

The next generation
While the current focus is on people over 45, it is also
necessary to start thinking about the next generation of
mature-age workers. In the future, increased school
retention rates and post-school education and training
will produce people with greater IT literacy and also
increase the demand for career management. This will
require different emphases in training strategies.
However, in the shorter time frame, there is a significant
cohort of women between the ages of 30 and 44 who
have had a prolonged period out of the workforce and

who need retraining or updating of skills to help them
move back to full-time work. There are also significant
numbers of men in the 30 to 44 age category with
limited post-compulsory education, who will be at risk in
a dynamic economy unless they are encouraged to
upgrade skills or train for alternative employment.

Conclusion
Over the last decade much has been done to shape a VET
system that has the capacity to respond to the changing
nature of work and an ageing population. It has been
recognised that still more needs to be done to achieve a
streamlined system and to strike the right balance in
serving both the needs of industry and learners.

In recognition of the need for more coordination and
collaboration between government, industry and training
sectors, the path is being laid for further flexibility in the
VET system, while ensuring that all players are working
within a national framework. This promises a better service
for learners, including those in the mature-age workforce.
In particular, it should provide for greater access to multiple
learning pathways, greater recognition of experience and
skills already acquired, and a deeper appreciation of the
benefits of lifelong learning. Such measures will ensure that
the VET sector makes a major contribution towards
addressing the shrinking labour market and achieving the
best use of Australia’s human capital.

END NOTES

1 ANTA 2004, Moving On, Report of the High Level Review of Training Packages, ANTA.

2 ABS data, 2001.

3 OECD 2002, Review of Career Guidance Policies in Australia, Department of Education,
Science and Training, Canberra, p. 19.

4 OECD 2002. See also Standing, G. 1999, Global Labour Flexibility: Seeking Distributive
Justice, Palgrave Macmillan, USA.
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Introduction
In its recent report, “Working for Australia’s Future:
Increasing participation in the workforce”, the House of
Representatives Standing Committee on Employment,
Workplace Relations and Workforce Participation stated
that by “2030 Australia will have over 500,000 jobs with
no-one to fill them”.1 The committee cited a combination
of skills shortages, workforce ageing, falling fertility rates
and the need for continuing productivity improvements as
placing “even greater stress on Australia to lift its partici-
pation rate from its current 63.8 per cent” (Parliament of
the Commonwealth of Australia 2005, p. viii).

The committee report echoes similar conclusions
already reached in the Treasury’s Inter-Generational
Report, studies by the Productivity Commission and by
the Organisation for Economic Cooperation and
Development which, in its Economic Survey of Australia
2004, concluded that “international comparisons of
structural unemployment, overall employment ratios and
participation rates suggest that there is ample room for
raising labour inputs in Australia” (OECD 2004). The
OECD went on to conclude that:

Training and up-skilling persons already in work should be
given higher policy priority, and recent moves towards a
coordinated strategy to adult learning represent a welcome
step forward. Policy initiatives should be closely tailored to
the needs of adult workers so that lifelong learning outcomes
meet the underlying costs of tuition and production losses
from being out of work (OECD 2005).
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These conclusions are also consistent with the view of
the Governor of the Reserve Bank of Australia, who, in a
recent speech, suggested that a sound institutional frame-
work was essential for Australia’s future economic growth
and that a key part of this framework is:

… some degree of equal opportunity so that people can
invest in human capital formation. In this area, by far the
most important component is access to education and an
economic structure where positions of importance and
authority are open to all comers on the basis of merit
(Macpharlin 2004).

In the past decade and a half, Australia has done much
to strengthen its vocational education and training
system, building a national system of standards and qual-
ifications, developing a diverse set of training providers
regulated within a common national framework,
extending formal VET training into new industries and
occupations, expanding its apprenticeship and traineeship
system and significantly increasing participation in VET.

However, around 50 per cent of the adult workforce
still hold no post-school qualifications, and many adults
lack both the technical and general employability skills
required for many jobs in the modern workplace. These
workers – or potential workers – are least well placed to
access human capital development through formal
training or through informal learning in workplaces.

More highly skilled workers will also need continuous
access to new skills and knowledge through formal
training and work-based learning.

In this chapter we argue that the challenges posed by
population ageing, the need to increase workforce partic-
ipation levels and growing skill shortages requires a
national workforce development strategy, building on
but extending beyond the current national VET system.

Skills and workforce participation
Formal qualifications are strongly related to labour market
participation levels as Figure 4.1 from the Productivity
Commission highlights (Productivity Commission 2004,
p. 23).

The Productivity Commission (2004, p. 23) concludes
“that rising educational attainment rates are still likely to
exert a positive influence on participation rates” and makes
the following points about the relationship between edu-
cational attainment levels, workforce ageing and labour
market participation:

• As educational attainment levels of the current genera-
tion of the young are higher than the old average,
attainment levels across the workforce will increase as
current older workers retire.

• Older workers also continue to acquire additional
qualifications.

• There is evidence that, as educational attainment rates
increase, their effect on labour market participation
diminishes, so it is “unlikely that the associations repre-
sented in the figure above will be as strong for older
workers later this century”.

FIGURE 4.1
LABOUR FORCE PARTICIPATION BY AGE AND HIGHEST EDUCATIONAL ATTAINMENT

Source: ABS 2001 population Census data provided by the Australian Government Department of the Treasury
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The need for a comprehensive workforce development
strategy
The priority of adult workforce re-skilling in Australia
has been recognised in current national strategy for
Vocational Education and Training (VET) Shaping Our
Future: Australia's National Strategy for VET 2004–2010,
which contains an action strategy to “develop and imple-
ment a strategic plan to respond to emerging skill needs
of the mature-age workforce and our ageing population”
(ANTA 2004).

In 2002, the Ministerial Council on Employment
Education and Training released a Declaration on Adult
and Community Education. The Declaration said that:

… many adults did not acquire the learning essentials when
they were young, or they learned in languages other than
English. Now they may not value and even fear learning.
Over 50 per cent of the adult population do not hold post-
school qualifications. Thirty eight per cent of adults aged
45–54 and 49 per cent of adults aged 55–64 did not
complete the highest level of schooling. Women who did not
complete a full secondary education are far less likely to 
participate in the labour force than more highly educated
women and most men (MCEETYA 2002).

The Declaration went on to highlight the danger of a
growing knowledge gap between adult Australians with
high levels of skills and qualifications, and those without.
This includes “people who are poor, have disabilities, have
low levels of literacy and numeracy, are from non-English
speaking backgrounds, are geographically and socially
isolated, and Indigenous Australians” (MCEETYA 2002).

Despite this high level of recognition by the
Commonwealth and state ministers, there is currently no
explicit, nationally agreed and coordinated agenda to
address workforce development – one of the major
economic and social challenges facing Australia. The
OECD’s reference to the existence of a coordinated strategy
to adult learning in Australia is at best generous.

This is not to say that nothing is being done. On the
contrary, many of the reforms to vocational education and
training in Australia over the past decade – such as
increased work-based delivery; skills-based career paths;
recognition of prior learning; the expansion of the training
market to encompass private, community-based and
enterprise providers; and increased flexibility by TAFE
providers – have opened up and extended formal learning
opportunities to adults in new industries and occupations.

Australia also has one of the highest levels of adult 
participation in education and training among OECD
countries. This is because of the relative openness and
accessibility of TAFE and universities, the growing provi-
sion of nationally recognised VET by private enterprise
and community providers, and the flexible and modular
structure of VET programs.

However, without a focused and coordinated strategy
between the Commonwealth and state governments, with

the active involvement of industry, opportunities for
further learning are not likely to be extended to those
with greatest learning needs who tend to have the lowest
levels of participation in formal and work-based learning.
Most at risk are the long-term unemployed, older workers
who have left the workforce and many workers in casual
and part-time jobs (the groups where the greatest gains
must be made to increase workforce participation levels).

Skills and knowledge requirements
Formal qualifications are only one, and a limited
measure, of the skills and knowledge levels of the work-
force. The OECD has defined the knowledge required in
a modern economy as:

• know-what, which refers to knowledge about facts

• know-why, which refers to scientific knowledge of the
principles and laws of nature

• know-how, which refers to skills or the capability to do
something

• know-who, which involves information about who knows
what and who knows how to do what (OECD 1996).

Formal qualifications tend to encompass codified
knowledge; that is, knowledge that is captured and rep-
resented in standards and curriculum and which
primarily covers “know-what” and “know-why”. Tacit
knowledge, on the other hand, is built up through expe-
rience, through the application of skills, and from the
observation and interaction with others. Tacit knowledge
is more commonly represented in the “know-how” and
“know-who” categories.

Skills and knowledge can be acquired through formal
(structured and credentialled), non-formal (structured,
but not credentialled) and informal (non-structured and
non-credentialled) learning processes. Tacit knowledge is
primarily acquired through non-formal and informal
learning with many employment-related skills developed
in workplaces.

These distinctions are important because human capital
formation depends on access to both tacit and codified
knowledge. The OECD concludes that “tacit knowledge
in the form of skills needed to handle codified knowledge
is more important than ever in labour markets”. This is
not a new concept. The integration of theory and practice
has underpinned the apprenticeship model for hundreds
of years, and is also reflected in trade and professional cer-
tification, occupational licensing, cadetships, internships,
clerkships in the legal profession, work placement require-
ments in teaching and nursing, and the training of
doctors and specialists through medical colleges.

Recent research and policies in Australia and overseas
has highlighted the importance of employability skills to
workforce participation, productivity and to employers’
decisions to hire and retain workers.

GROWTH 56
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The Employability Skills Framework developed by the
Australian Chamber of Commerce and Industry and the
Business Council of Australia set out the following
framework for employability skills:2

• Communication skills that contribute to productive
and harmonious relations between employees and cus-
tomers.

• Teamwork skills that contribute to productive working
relationships and outcomes.

• Problem-solving skills that contribute to productive
outcomes.

• Initiative and enterprise skills that contribute to inno-
vative outcomes.

• Planning and organising skills that contribute to long-
term and short-term strategic planning.

• Self-management skills that contribute to employee
satisfaction and growth.

• Learning skills that contribute to ongoing improve-
ment and expansion.

• Company operations and outcomes.

• Technology skills that contribute to effective execution
of tasks.

The Employability Skills Framework also highlights the
following personal attributes that contribute to overall
employability:

• loyalty

• commitment

• honesty and integrity

• enthusiasm

• reliability

• personal presentation

• commonsense

• positive self-esteem

• a sense of humour

• a balanced attitude to work and home life

• the ability to deal with pressure

• motivation

• adaptability (ACCI 2004).

Building workforce skills and knowledge
Many of the skills, competencies and attributes outlined
above cannot be captured and taught through codified
knowledge and formal learning. By their nature, they are
often context specific, changeable and derive from expe-
rience and interaction with others, particularly in
workplace settings.

Those disengaged from the workforce or underem-
ployed are least likely to participate in formal learning
and their, at best, intermittent engagement in the work-
force deprives them of informal workplace learning from
which both specialised and employability skills are devel-
oped and refined. Less-skilled workers are also most
vulnerable to structural change in the economy and from
changing and intensifying skill requirements.

People with low levels of post-school qualifications are
therefore doubly disadvantaged by their inability to build
human capital through formal learning and through
work experience. These disadvantages are then perpetu-
ated across generations through family circumstances,
most particularly in families where there is little or no
experience of work and low levels of educational attain-
ment and participation. The OECD has concluded that:

Participation in adult education tends to follow closely the
patterns of success in initial education, with the alarming
result that inequalities among young people grow even
wider. The same holds true for participation in job-related
training. Employers devote on average significantly more
resources for training high-skilled, well-educated employees
than others, reinforcing skill differences. The International
Adult Literacy Survey also found after controlling for other
factors – hours worked, company size, professional grade –
that those making greatest use of their skills at work are six
to eight times more likely to receive company training than
the low-skilled (OECD 2001).

Despite significant improvements in unemployment
levels in Australia in recent years, the House of
Representatives Enquiry noted that, between 1998 and
2003 there was a 40 per cent increase in the number of
income support recipients who had been unemployed for
five years or more.

The committee also noted that, although there is
evidence that casual work is the preferred working
arrangement for certain sections of the workforce, an
ABS Forms of Employment survey in 2000 found that
26 per cent of casual employees would prefer to work
more hours. ABS data also suggests that casual and part-
time workers receive less employer support for training
than their full-time counterparts (Parliament of the
Commonwealth of Australia 2005, pp. 25–7).

The adult learning and workforce retraining challenge is
not just to boost workforce participation levels, but to
retrain and up-skill the current workforce to increase
retention rates and to boost productivity. Existing workers
at all levels will require ongoing access to formal retraining
and effective work-based learning to address skills short-
ages and changing skills requirements brought about by
new technology, new work processes, increased compli-
ance and quality assurance requirements, and so that they
can contribute to increased productivity and innovation.

However, firms and individuals cannot be expected to
meet these challenges alone. Governments must take the
lead in terms of strategic leadership, policy settings, and
the level and nature of public investment.
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Elements of a national workforce development strategy
A comprehensive, national workforce development
strategy, agreed to by both the Commonwealth and state
governments, must replace the current, woolly rhetoric
around lifelong learning, learning organisations and
training culture that has characterised approaches in
Australia over the past decade. The strategy must set clear
targets and span institution, workplace and community-
based learning. Highly innovative and flexible approaches
are then required to deliver outcomes. Key elements of
the strategy should include:

Increased work-based learning
More and more workplaces should be areas where less
formal learning can be negotiated and delivered, including
literacy and numeracy programs (building on the current
WELL program), and programs aimed at building employ-
ability skills. This will require a sustained commitment by
enterprises in all industries and of all sizes to the ongoing
development of their employees and a complementary
commitment from employees to their own career and
personal development. Partnerships between enterprises
and education and training providers will be essential.

Increased community-based learning
Many adults, particularly women, return to learning
through community-based providers and often through
non-formal learning approaches. Community-based
learning providers must be brought into the mainstream
of adult learning and workforce development strategies,
rather than being consigned to the margins of leisure and
hobby programs.

Increased recognition of prior learning
Recognition of prior learning or current competence
against an assessment of future skills needs should be the
starting principle that underpins adult learning and
workforce development programs.

Blended formal and informal learning
A flexible blend of formal and non-formal learning
strategies should be used to achieve the required
outcomes. Learning and workforce development strate-
gies must be built around the work and family
commitments of individuals, and the business processes
and imperatives of firms.

Flexible, targeted outcomes-based funding
Funding guidelines and eligibility must be made far more
flexible to support outcomes, rather than inputs such as
student contact hours, which drive programs towards a
classroom-based delivery model. Funding should also be
targeted to those with the greatest learning needs; an
untargeted approach will most likely widen gaps in par-
ticipation and attainment levels.

Support for enterprises and individuals
Enterprises and individuals will require advice and support
to develop and negotiate approaches and solutions that
meet their specific needs.

Better integration of human resource development,
innovation, and education and training strategies
Training and human resource development strategies
aimed at workforce recruitment, development and reten-
tion should be clearly aligned with medium and
long-term business planning, and firm and industry-level
innovation strategies. Closer links should be built
between human resource and education, and training
professionals and their networks.

The use of incentives
Individuals and firms will require incentives to participate
in these initiatives. Firms cannot be expected to bear the
costs of workforce retraining alone. There are substantial
externalities involved, including benefits accruing to 
individuals in terms of improved labour market prospects
and mobility. Individuals also face disincentives where
their direct investment in, or lost earnings through,
training are not compensated for by increased lifetime
earnings. Incentives can include free tuition and income
support to assist individuals acquire initial qualifications,
co-payment arrangements with firms and tax concessions.

Whole-of-government approaches
Whole-of-government approaches are required across
Commonwealth and state agencies, linking welfare to
work initiatives, community development strategies,
innovation and industry policy.

The UK Skills Strategy
The UK government’s Skills Strategy reflects some of the
approaches outlined above. For example, the National
Employer Training Programme (NETP) contains a
package of free training in the workplace in basic skills
and Level 2 qualifications, designed for employers and
delivered to suit their operational needs. The NETP is
linked to the full range of business support services,
including a national network of brokers.

The UK government also announced that:

Skills for adult learners will be promoted by a clear, attractive
ladder of progression which challenges and encourages people to
achieve at every level. It will stimulate people’s aspirations to
progress and fulfil their potential. From 2006/7 there will be
a national entitlement to free tuition for a first full Level 2
qualification and new extensive support for learning at Level
3. Adults will be helped to make decisions about their careers
and training needs by a new one-stop telephone and on-line
advice service (Department for Education and Skills).

It is significant that the UK government’s Skills Strategy
has the support and involvement of the Department of
Trade and Industry, as well as the Department for
Education and Skills.

GROWTH 56
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Resourcing the workforce development strategy
In the current resourcing outlook for VET (the sector with
primary responsibility for workforce skills development),
it is unlikely that there will be an additional investment of
the magnitude required to resource such a strategy.

However, much can be done within current funding
levels. Existing funding for formal VET programs could be
better targeted and directed to programs in areas of
greatest need, with increased contributions by those with
higher skill levels offset by the extension of the income
contingent, deferred payment arrangements under HECS.
The current VET fees and charges policies are becoming
increasingly inequitable and complex, with increasing fee
levels on the one hand and substantial revenue foregone
under current, and concessions and exemptions policies
(which measure disadvantage at a point in time and have
no regard to future income levels) on the other.

The Commonwealth also currently provides in the
order of $200 million in employer incentives for existing
workers through New Apprenticeships.3 The system has
worked as a surrogate workforce development program in
several industries and in many firms. However, the New
Apprenticeships are administered through a complex
system involving substantial regulation and administrative
compliance, which was designed to protect the interests of
new parties to a formal contract of training; in particular,
young people, but not existing workers.

Employer incentives are too often marketed as wage
subsidies, with poor completion rates, little targeting to
individuals and firms in areas of greatest need, and
complex eligibility criteria. While employees must be
signed up under a contract of training, there is no
requirement that the incentives are actually used for
training and skills development (as the incentive was
originally designed to compensate employers for the
costs of employing less-productive young people and the
time they spent off the job in training).

Funding associated with existing worker New
Apprenticeships would be far more effectively used and
could reach greater numbers if it was allocated to a national
workforce development initiative, based on the elements
outlined above. The funding could continue to be paid as
an incentive to employers (possibly on a co-payment basis)
and more targeted on the one hand, but with more flexible
eligibility and outcomes criteria on the other.

However, there is a compelling case for increased
public and private investment in VET, with combined
expenditure by the Commonwealth and state govern-
ments virtually static since 1997, despite substantial
growth in participation and the current and emerging
challenge to address skills shortages and to boost work-
force participation.

Conclusion
There has never been as much public debate and concern
in Australia about the impact of demographic change,
workforce participation and skills shortages. But policy
responses to date have been partial and too often at the
level of general rhetoric around the importance of
lifelong learning. More focused and determined
approaches are required.

A comprehensive, national workforce development
strategy should be developed and agreed to by the
Commonwealth and state governments. It should be
built on, but extend beyond the many successful reforms
flowing from the development of the national VET
system over the past decade. This is a strategy that
encompasses skills and knowledge in all of its forms, and
which adopts a flexible demand-driven approach to the
acquisition of skills and knowledge by individuals and
within workplaces.

END NOTES

1 Parliament of the Commonwealth of Australia 2005.

2 Other employability skills frameworks have also been developed.

3 These calculations are based on estimates prepared by the Office of Tertiary Education
and Training in Victoria, and by the author for a Review of Traineeships in NSW.
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Introduction
Education is the foundation upon which the life of an indi-
vidual is built. It is not an event or a series of events; it is
not simply the acquisition of knowledge, skills and under-
standing, although it embraces all of these. The time spent
at school is the time in which the individual is shaped or not
into a person of character and decency, with a strong set of
values and respect for truth and the value of others. It is a
progressive and irreversible process, which if successful 
establishes a basis for lifelong learning. An education is not
a service but an odyssey … Education is the foundation of
civil society …1

At the beginning of the twenty-first century, Australia:

• lacks an integrated national policy to encourage,
finance, provide and reward learning across all the
stages of life

• is still debating the merits of continued youth partici-
pation in education

• has still not resolved the division of responsibilities and
structures to provide skills training

• still regards the adult and community education sector
as the virtual Cinderella of education

• has not as yet reached an enduring national consensus
about either the right to or the ongoing value of 
education.
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Yet Australia has extremely efficient education systems
that have enabled it to achieve very high levels of 
performance measured against a number of OECD 
indicators. With only average levels of investment in 
education, Australia is one of the leaders in terms of the
reading, mathematical and scientific literacy of 
15-year-olds.2 Australia ranks tenth in the OECD for the
proportion of the 24–35-year-old population holding
tertiary qualifications.3 And we clearly have an appetite
for learning, with 1.7 million Australians engaged in
some form of vocational education and training.4

One consequence of this success, however, is that
policy debate tends to be focused principally on the
mechanics of educational provision, especially public/
private ownership and funding questions. The larger
purposes of education and learning, and the value of
knowledge and skills to individual welfare, economic
prosperity and the social capital of communities tend to
be secondary to issues about inputs.

The purpose of this chapter is to ask how adequately
Australia is creating the foundations for lifelong learning
through senior secondary education, and to look more
closely at some of the economic risks and opportunities
for individuals to take up formal learning. Detailed
attention is paid to the educational participation of
young people as schooling and Year 12 or equivalent
completion has a significant influence on labour force
participation and learning later in life. In essence, in this
chapter we ask whether Australia can do better in
creating strong foundations for, and continuing invest-
ment in, lifelong learning. We propose some directions
that might assist the development of national and better
integrated lifelong learning policy over the longer term.

Does lifelong learning have a purpose?
As many other contributors to this publication have
noted, lifelong learning has important implications for
Australia, especially at a time when we face long-term
demographic challenges to sustain the supply of skills,
knowledge and creativity critical to economic prosperity
and growth. This is not just a quantity challenge, but an
issue of the quality of the Australian workforce com-
peting in a globalised economy, and the fair and
equitable access of Australians to skills and knowledge
that drive economic opportunity and success.

“Lifelong learning” has an unfortunate tendency to be
reduced to a policy mantra, its meaning so vague and its
application so broad that it can be used as a convenient
response to numerous issues, including skills shortages, the
ageing of the population, and the relentless restructuring
of work. It can simultaneously be an enriching and liber-
ating concept enhancing individual potential and
happiness, and a regressive imposition that reduces collec-
tive responsibility for employability and wellbeing, a tool
to pass an increasing share of the risks and consequences
of failure on to individuals. It can evoke notions of restless

curiosity and enquiry, and at the same time conjure up
images of classrooms as inescapable salt-mines.

These tensions force us to ask the question: is the
purpose of lifelong learning simply for individuals to
better compete in the marketplace or is it to help citizens
make better judgements about society and provide the
ability to engage in shaping it?

The OECD suggests lifelong learning serves both
purposes:

For the individual lifelong learning emphasises creativity,
initiative and responsiveness – attributes which contribute
to self-fulfilment, higher earnings and employment, and to
innovation and productivity. The skills and competence of
the workforce are a major factor in economic performance
and success at the enterprise level. For the economy, there is
a positive relationship between educational attainment and
economic growth.5

How does Australia perform?
Accepting that lifelong learning plays both an instrumental
and affective role, it is still not easy to measure either as a
broad concept or as a private or social investment.

The OECD combines a number of indicators –
including participation in formal education or training
over an age span of 3 to 69 years, literacy standards of 
15-year-olds evidenced through PISA surveys, comple-
tion of Year 12 or equivalent qualifications, participation
in tertiary education, and levels of adult literacy – to
monitor member progress on lifelong learning. On
assessing these various indicators the OECD rated
Australia as neither the best nor the worst of its members
in terms of lifelong learning:

A stocktaking based on data available up to 1999 points to
four broad groups of OECD countries. The Nordic countries
stand out with good performance across multiple sectors. 
A second tier of countries – Canada, the Czech Republic,
Germany, the Netherlands, and New Zealand – also do
well, but have certain gaps or weaknesses in more areas. 
A third tier, including Australia, Switzerland, the United
Kingdom and the United States, is characterised by com-
paratively uneven performance on the available measures,
especially on measures of literacy. Finally, a fourth tier of
countries – Ireland, Hungary, Portugal, and Poland – do
poorly in comparison to other countries on most measures.6

While Australia does very well in terms of PISA literacy
results, tertiary qualifications and participation, it does
less well in terms of early childhood education, adult
literacy and completion of upper secondary education
(Year 12 or vocational equivalent).

Adult literacy is a particularly important pre-condition
for the participation of older workers in further skill devel-
opment, retraining and personal development through
formal learning. In the mid-1990s nearly 20 per cent of
adults in Australia were assessed in the International Adult
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Literacy Study to be at the lowest literacy, Level 1, and a
total of 45 per cent at the lowest two levels. Levels 1 and 2
are deemed inadequate for effective participation in
modern society. Older Australians with low levels of
literacy have relatively few avenues through which they
can acquire this skill; they typically receive very low levels
of further education or training, either in formal education
or in the workplace.7

One of the most robust cross-national educational
research findings is that the start people experience
during their school and college days across all countries
tends to exercise a powerful and enduring impact on
their subsequent educational careers.8

Completion of Year 12 or equivalent vocational quali-
fications (taken as a Certificate III level qualification,
which encompasses many of the traditional trade areas) is
vital in the context of lifelong learning. The attributes
now attached to Year 12 or equivalent completion – an
enhanced capacity to learn how to learn, literacy and
numeracy capacity across a range of disciplines and tasks,
more intense engagement with ideas and intellectual
logic – are increasingly valued by employers, and create a
substantive base for future learning. It is a “breakpoint”
in terms of further learning, and has effectively become a
new educational threshold for individuals, families,
employers and communities.

A substantial proportion of early school leavers in
Australia experience a troubled transition from school in
the short term – more than 40 per cent of the early
leavers in 2002 were either unemployed, not in the
labour force or working part-time, but not studying in
May 2003.9 The OECD reports that since 1991 the
employment prospects of secondary school completers
have improved relative to early school leavers in a
number of member countries including Australia.10

Participation of young adults in work and learning is
strongly correlated to educational attainment, with those
having higher levels of secondary schooling much more
likely to be fully engaged than those completing lower
levels of schooling.11

Internationally, senior secondary or equivalent qualifi-
cations are viewed as the foundation stone for the
continuing development of skills, knowledge and quali-
ties likely to enhance economic growth and innovation.
Longer term participation in learning is deeply affected
by parental attitudes and behaviour, experiences of
school, the influence of peers, and subsequent success or
failure in the labour market. Encouraging youth partici-
pation in schooling or vocational equivalents is also
crucial in limiting the potential skill obsolescence of the
future workforce. This, in turn, drives a linked focus for
policymakers on improving qualifications, and school
completion in particular, school-to-work transitions and
investments in education and training.
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TABLE 5.1
Educational attainment of the 25-to 34-year-old population,
1991 and 2002, percentage with below senior secondary
qualifications, by rank order in 2002*

COUNTRY 1991† 2002

Korea 27 5

New Zealand 26 5

Norway 12 5

Japan 7 6

Czech Republic 9 6

Slovak Republic 9 7

Sweden 16 9

United Kingdom 21 10

Poland 12 10

Switzerland 12 11

Finland 19 12

United States 14 13

Canada 20 15

Germany 11 15

Greece 36 15

Denmark 25 15

Austria 21 15

Hungary 23 18

Netherlands 33 24

France 34 21

Belgium 42 23

Ireland 46 23

Australia 43 27

Luxembourg 32 32

Iceland 36 32

Italy 57 38

Spain 60 41

Portugal 79 65

Mexico 84 79

Turkey 78 69

OECD country mean 33 22

* This does not include those with senior secondary qualifications, post-secondary qualifi-
cations or tertiary qualifications.

† 1995 data for the Czech Republic, Greece, Mexico, Poland, Slovak Republic; 
1998 data for Iceland, Japan; 1999 data for Luxembourg

Source: Education at a Glance. OECD Indicators 2004, Table A3.4B, OECD, Paris, 2004.
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Twenty-five years ago overall school retention to Year
12 in Australia was 35 per cent. The benchmark educa-
tional qualification was still Year 10, and 92 per cent of
students achieved it. School retention to Year 12 has
more than doubled over the past quarter of a century.12

However, while Australia’s continuing improvement in
raising secondary school participation is impressive – the
proportion of 25–34-year-olds with below senior 
secondary qualifications fell from 43 per cent in 1991 to
27 per cent in 2002 – we still have some way to go
compared to other OECD countries. On this measure

Australia moved from 25th in 1991 to 23rd of 30 countries
in 2002. Table 5.1 provides a snapshot of the relative pace
at which countries are raising the foundation level of 
educational attainment of a significant demographic
section of their populations.

Is further learning valuable?
While policymakers might be nervous about skill obso-
lescence, for many participants in learning their anxiety
is related to the cost–benefit dividend of the exercise – is

TABLE 5.2
RELATIVE EARNINGS OF THE POPULATION WITH INCOME FROM EMPLOYMENT 
BY EDUCATIONAL ATTAINMENT, PERSONS AGED 30 TO 44, 2002

BELOW UPPER UPPER SECONDARY TERTIARY TYPE B TERTIARY TYPE A & ALL TERTIARY
SECONDARY EDUCATION EDUCATION EDUCATION ADVANCED RESEARCH EDUCATION PROGRAMS

Portugal 58 100 146 202 187

United Kingdom 68 100 124 181 161

Czech Republic 70 100 151 182 181

United States 71 100 118 196 187

New Zealand 75 100 128 128

Australia 75 100 102 148 132

Italy 77 100 133 133

Canada 78 100 113 178 142

Hungary 78 100 144 203 202

Spain 80 100 95 133 122

Korea 80 100 113 142 134

Germany 80 100 115 154 139

Country mean 80 100 124 159 148

Switzerland 81 100 146 170 161

Ireland 83 100 130 152 143

Netherlands 84 100 131 139 138

France 84 100 129 165 150

Denmark 85 100 113 123 121

Sweden 87 100 105 148 133

Norway 91 100 152 135 136

Finland 92 100 115 171 141

Belgium 95 100 115 162 136

Tertiary Type A represents university degrees.

Tertiary Type B corresponds to Diplomas and Advanced Diplomas and includes Certificate IV and higher qualifications.

Many Australian VET qualifications are considered as equivalent to senior secondary education.

Note: The data are for persons aged 30 to 44 – in mid-career after completion of most initial qualifications.

Source: OECD, Education at a Glance 2004, Paris. Table A11.1A.
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it worthwhile continuing to attain knowledge and skills
through formal and recognised channels?

Some caution needs to be exercised in interpreting
Table 5.2. It shows an estimate of the earnings of 30–44-
year-olds in OECD countries, relative to the completion
of an upper secondary education, in 2002. Countries are
ranked in descending order by the earnings disadvantage
from not completing an upper secondary education of a
population cohort that is so central to productive
endeavour in OECD economies. Cautions attached to
Table 5.2 include the wide variety of wage- and salary-
fixing systems, strength of trade unions, and the
incidence of part-time employment in OECD countries.

Nevertheless, it appears that by this stage of life adults
who did not complete Year 12, or who did not subse-
quently return to complete Year 12, face a significant
earnings gap, one that appears to be greater in Australia
than in most OECD countries. Table 5.2 highlights the

breakpoint potential of senior secondary education, indi-
cating a wide earnings gulf between early school leavers,
school completers and tertiary graduates.

Applied Economics has worked with the most recent
ABS data (for the year 2000) and made conservative
forecasts of the present dollar value of the gap between
the anticipated lifetime earnings of Australians with Year
10 qualifications and those with Year 12 qualifications.
The estimated gap, using a 5 per cent discount rate,
averages at about $550,000 for males and $500,000 for
females.13 This represents a very significant opportunity
and future security gap, equivalent to the purchase of a
major lifetime asset. It indicates that attainment of Year
12 or an equivalent qualification should be a powerful
incentive for Australians, given the relative advantages in
employment, income and assets likely to accrue from this
threshold qualification.

Important as they are, rates of monetary return are
only one component in the range of things individuals
consider in making the time, family, social and financial
investment in education. People – as young, middle or
older aged adults – will weigh many factors as they
decide whether to commit to further learning.

However, there is little public information or evaluation
to assist individuals to make these decisions. The studies
that are available, while hardly exhaustive or definitive,
are generally positive about the rate of financial return to
be derived from further learning. Borland and Ryan, for
instance, indicate that considerable benefits are associated
with tertiary education and with participation in VET.14

Using 1997 ABS data, Ryan estimates that for both males
and females there is a substantial return for 35-year-olds
undertaking basic and skilled vocational qualifications,
studying part-time and working full-time.15

Some other estimates of the benefits of returning to study
in mid-life are not as positive. The OECD has constructed
scenarios that compare the rates of return for 40-year-old
Australian adults returning to study to complete Year 12 or
to gain a post-secondary non-tertiary qualification – and
the value to 40-year-olds with Year 12 returning to study to
obtain a tertiary-level degree. It estimates that those
returning to study full-time to complete Year 12 or an
equivalent qualification, whether they bear the tuition costs
or not, would experience a negative rate of return.16 “The
negative rates of return are due in large measure to the
effects of taxation, as post-tax earnings for those with an
upper secondary qualification are below post-tax earnings
for those with lower secondary education (although not for
all age groups).”17 By contrast, there are sizeable private
rates of return for young people who complete an upper
secondary qualification before entering the labour market.
In terms of tertiary study there are only small rates of return
for 40-year-old individuals to study full-time for a tertiary
qualification, and these are lower than if the individual had
immediately acquired this level of education from school.

Private rates of return are generally higher when the next
level of education is attained at an earlier age, regardless of
the level of qualification achieved. This is explained by the
longer horizon over which education-enhanced earnings
accrue, as well as the lower level of forgone earnings in
youth and early adulthood.18 A number of policy implica-
tions arise, including the question of tax incentives to
encourage mid-life participation in lifelong learning,
measures to improve the opportunities for part-time study
and work in mid-life, and steps to improve the educational
foundation for lifelong learning through young people
completing Year 12 or equivalent qualifications.

Building a strong foundation
Australia can and must do better in providing young
people with the foundation base from which lifelong
learning can be built. There needs to be a twin-track
policy response. One track focuses on continued learning,
making this as attractive as possible, whether through
continued participation in secondary education or a trade
apprenticeship, or another equivalent pathway. A second
track needs to focus on much better follow-up and
linking of school leavers, especially early leavers, to decent
full-time work, apprenticeship and other options.
Longitudinal tracking of young people in Australia 
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TABLE 5.3
SUMMARY OF SIGNIFICANT YOUTH TRANSITION POLICY CHANGES 1998 TO FEBRUARY 2005

1 Gallop government policy commitment, It Pays To Learn, during 2005 election.
2 VLESC figure, funding LLEN, MIPs, VCAL, On Track over three years.
3 Estimate  of 2004–05 funding for education and training reforms for the future: additional funding to be announced in 2005 state budget.
4 $55M estimate includes post-Eldridge funding for CATS. POEMS, ICYS over three years; Mentor Marketplace, additional funding for ECEF, including Youth Commitment pilots; DOTARS Sustainable

regions funding for Youth Commitments, and recent career education initiatives, some will also involve considerable state contributions, e.g. Australian Technical Colleges.
5 SBNA: School Based New Apprentices

6  POEMS: Pathway Outreach Education Model (in effect, alternative education sites and settings); VCAL: Victorian Certificate of Applied Learning.
7  ANICA: Australian Network of Industry Career Advisers; MIPs: Managed Individual Pathways; JPP: Job Pathways Programme; CATS: Career and Transition Support.
8  Innovative Community Action Networks.
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consistently shows that early leavers in full-time work for
the first year after leaving school are less likely to be
unemployed or to have dropped out of the labour force
during their mid-20s. A troubled transition from school
is likely to diminish the appetite for learning later in life.

For some years Australia has been in the grip of a quiet
revolution aimed at carving out these tracks, most par-
ticularly strengthening the provision of senior schooling
and vocational pathways. Some of the major steps are
summarised in Table 5.3 and include:

• Queensland, Tasmania, Western Australia and the
Australian Capital Territory committing to a learning
or training guarantee for young people up to the age of
17 years

• all governments recasting senior certificates or Year 12
qualifications

• introducing mentoring and customised support for
young people in transition

• making a priority of VET in schools

• paying attention to alternative and more inclusive
learning settings in the middle years

• providing new moneys to do many of these things.

It is fair to say that a significant transformation in the
social contract with young people about their learning
and educational foundations, and the level and depth of
support offered them during transition from school, is
taking place in Australia.

The rich diversity of initiatives also brings an emerging
risk of policy fragmentation and fractured effort. Few
initiatives are being enacted in concert between govern-
ments, and sometimes within government agencies.
National benchmarks of performance will be hard to

achieve and to measure. At the macro-level national lead-
ership, agreement on common objectives, and pooled
funding between governments, will be required to
maximise the dividend from these reforms.

At the local level, the provision of timely and accurate
local data, research and resources to enable schools to
assist “at-risk” students within school and once they are
beyond the school gate will be needed. A particularly

important step would be to provide all middle and senior
school students with comprehensive careers advice and
guidance, as well as access to case management and men-
toring for those “at risk” during the transition from
school. At the moment the provision of face-to-face and
online careers counselling and transition support tends
to be haphazard, with wide variations from school to
school and from state to state.

The recent ACER–Smith Family survey of more than
3000 financially disadvantaged students in Years 8 and 9
provides a timely wake-up call about the importance of
careers education advice and guidance. A particularly
important finding is that a third of students in the study
planned an education future that would be too low for
the occupation they would like at age 25, with the 
associated risk that this group will be unprepared for 
the learning challenges they face in future years. The
ACER–Smith Family conclusion that a sizeable proportion

of students, “do not properly understand routes into the
world of work – they do not know how to get to where they
want to go” is another reminder of the necessity to provide
deeper and richer vocational education in schools and
much improved transition support.19

Investing for further gains
To be truly competitive in a globalised economy,
Australia needs to look beyond its rich lode of com-
modities to further developing the depth and ingenuity
of its human skills. One critical way of doing this would
be to ensure a greater proportion of young people achieve
a threshold Year 12 or equivalent qualification.

To move the current Year 12 or equivalent completion
rate from roughly 80 per cent of 15–24-year-olds to 
90 per cent by 2010 would mean engaging approximately
50,000 additional young people to stay at school or take
an apprenticeship pathway. New modelling by Access
Economics estimates this approach would have a 
substantial impact on economic growth, adding about
1.1 per cent to GDP by 2040 by improving productivity
and having a positive effect on labour force participation.
The cost of providing the additional education and
training places required – about $420 million in today’s
prices – would be more than offset by a bottom line
improvement in the federal budget of about $1.8 billion
in today’s prices.20
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In terms of dealing with the economic crunch likely to
accompany the long-term demographic squeeze facing
Australia, this policy option must be among the suite of
responses that governments consider. Access Economics
says that to gain a comparable GDP impact, Australia
would need to increase its annual migration intake by

nearly 5000 additional migrants, or 178,200 migrants
over the period to 2040. Alternatively, achieving the same
GDP impact would require increasing the workforce par-
ticipation rate of older workers by 6.6 per cent from
nearly 53 per cent to 59.5 per cent. This is no mean feat.21

Conclusion
Beyond numbers, dollars and forecasting, if lifelong
learning is to be an odyssey rather than a Holy Grail, such
learning will rely on people – learners and teachers,
parents and employers, policymakers and their masters –
and their creativity. In a sometime rational world the
siren call of learning will have to make cents/sense. This
will be an important criterion for many people in
answering the call. For others it will be about personal
fulfilment, new trajectories and potential careers, life
changes and sea changes.

If learning is to become as important to Australians as
work, family and sport, we will need to be smarter about
the opportunities we create. An obvious example would
be to create a convertible entitlement to the hard-fought
for but now under-used provision of long service leave
that would enable individuals to engage in formal
learning as they accumulate years of employment service.

If lifelong learning is to become a truly progressive and
irreversible value in this country, it will become necessary
to widely enshrine rights to learning and to literacy: in
workplaces, communities and legislation. Cinderella
might yet be welcome at the ball. And guaranteeing
young people access to a foundation level of learning –
expressed even if awkwardly through a Year 12 or equiv-
alent qualification – would then have some meaning. 

END NOTES

1 Boston, K. 2001, quoted in Directions in Education, vol. 10, no. 1, p. 16, February.

2 OECD 2004a, Learning for Tomorrow’s World. First Results from PISA 2003, Paris (PISA:
Programme for International Student Assessment).

3 OECD 2004b, Education at a Glance, OECD Indicators 2004, Paris, Table A3.4b.

4 See Nelson, B. 2005, Underpinning Prosperity: Our Agenda in Education, Science and
Training, Sustaining Prosperity Conference, The University of Melbourne, 31 March.

5 OECD 2004c, Lifelong Learning, OECD Policy Brief, Paris, February, p. 2.

6 OECD 2004c, p. 4.

7 ALNARC (Adult Literacy and Numeracy Australian Research Consortium) 2001–02
Learning for Life: The Role of Adult Literacy and Numeracy in Lifelong Learning and
Socio-economic Well-being, National Research Program unpubl. mimeo..

8 OECD 2003, Schooling, Lifelong Learning, and the Future. Selected Insights from OECD
Analyses, Paris.

9 Dusseldorp Skills Forum 2004, How Young are Faring 2004, Sydney.

10 OECD 2004b, p. 151.

11 See ABS forthcoming, “Young People at Risk in the Transition from Education to Work”,
Australian Social Trends 2005, Canberra.

12 Ainley, J. 1998, “School Participation: Retention and Outcomes”, in Australia’s Youth:
Reality and Risk, DSF, Sydney, pp. 51–65.

13 Applied Economics 2002, Realising Australia’s Commitment to Young People. Scope,
Benefits, Cost, Evaluation and Implementation, DSF, Sydney, p. 45.

14 Borland, J. 2001, “New Estimates of the Private Rate of Return to University Education
in Australia”, The University of Melbourne; and Ryan, C. 2002, Individual Returns to
Vocational Education and Training: Their implications for Lifelong Learning, NCVER,
Adelaide. See also Burke et al. 2003, unpublished, “Human and Social Capital”, report
to Victorian Department of Education & Training, June.

15 Ryan 2002.

16 OECD 2004b, Table A11.4.

17 OECD 2004b, p. 170.

18 OECD 2004b, p. 169.

19 Beavis, A., Curtis, D. and Curtis, N. 2005, Student Perceptions of the World of Work,
Australian Council for Educational Research/The Smith Family, Melbourne.

20 Access Economics 2005, The Economic Benefit of Increased Participation in Education
and Training, Business Council of Australia & Dusseldorp Skills Forum, May.

210 Access Economics 2005.

If learning is to become as important

to Australians as work, family and

sport, we will need to be smarter

about the opportunities we create. 



changes 

42

Introduction
Higher education operates in two markets: education,
which is largely driven by an individual’s assessment of
financial and other costs of education compared with
projected benefits, and targeted training and develop-
ment, which is initiated and driven by employers.

While higher education in Australia has a track record of
meeting many of the articulated needs of its young people
and employer markets, it has not been successful in culti-
vating broad community acceptance that higher education
should be a key contributor to lifelong learning. This
chapter explores the nature of some of the complexities
behind this reality, which is not unique to Australia.
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Breakthroughs in respect to lifelong learning are
unlikely to come from changes in the offerings given by
higher education. There also needs to be changes to the
patterns of learning shown by individuals as they age and
in the complementary workplace changes that support
lifelong learning. It has been argued that there is signifi-
cant need for such learning through higher education,
but that there has been little progress.

The requirement for lifelong learning has been stated
forcefully since the 1970s, when educators and policy-
makers in many countries began to write about this
phenomenon (Candy, Crebert and O’Leary 1994). The
arguments include the need to respond to the develop-
ments in knowledge/information-based societies, rapid
changes in technologies and consequential changes to

work and careers. Such changes will be affected by
declining birthrates and population ageing with its
negative impact on future GDP. An increase in the
number of high-skilled jobs, resulting in a greater propor-
tion of individuals employed as professionals, managers
and para-professionals is also anticipated (Roussel 2000).

Despite such seemingly irrefutable arguments, little
progress is apparent in the promotion of continuous up-
skilling through higher education, either in Australia or
elsewhere.

As long ago as 1994 it was claimed that “Australia is not
alone in confronting the requirement for a more flexible
and adaptive education system … we must stop talking
about lifelong education and do something – preferably
something comprehensive and high profile – about it”
(Candy, Crebert and O’Leary 1994, p. 26).

More recently, an annotated bibliography of 224
separate reports and research papers (DEST/AG) con-
cluded that the meaning of lifelong learning is “mainly
assumed”; that the term has “rhetorical power” is some-

thing of a “motherhood statement”; and that the confused
term and concept have informed debate, policy and
human resource management. This is not a simple
problem to correct. On the one hand, it is desirable to
encourage multiple interventions by a diverse range of
people, while on the other hand, definitional clarity and a
national and strategic approach to establishing priorities
seems necessary for progress.

The individual and lifelong learning
Gail Sheehy’s best-seller Passages describes the natural
progression of people through life, whereby they acquire
knowledge and learn new skills from their experiences
during childhood, teenage, career and family develop-
ment, and other life-stage journeys. This learning takes
both informal and formal forms. Roussel (2000) points
out that this is illustrated by the 1997 ABS Household
Survey, which showed that most Australians undertake
some form of education and training each year, but it is
largely through informal methods such as asking ques-
tions or being shown how to do their job.

Knapper and Cropley (2000, p. 47) describe a lifelong
learner as an individual who is keenly aware of the link
between learning and life, and who is highly motivated
to engage in the process of learning. In doing so the indi-
vidual gains the necessary confidence and learning skills.
Knapper and Cropley’s discussion encompasses both
lifelong learning and life-wide learning, which empha-
sises the breadth of opportunities for learning. They list
the required skills for learners as including:

• planning and monitoring their learning

• engaging in self-evaluation and reflection

• assessment that focuses on feedback for change and
improvement

• active, not passive, learning

• learning in formal and informal settings

• learning with and from peers

• locating and evaluating information from a wide range
of sources

• integrating ideas from different fields

• using different learning strategies as needed and appro-
priate

• tackling real-world problems

• stressing process, as well as content.

The requirement for lifelong learning

has been stated forcefully since the

1970s, when educators and

policymakers in many countries

began to write about this

phenomenon.
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For most people in Australia, formal education peaks
at about the age of 24, with very little occurring beyond
that age. This is illustrated in Figure 6.1.

Although there is a good deal of evidence that confirms
a substantial improvement in Australia’s knowledge base
over the years, as measured by the ABS human capital
and innovation and entrepreneurship indicators,
measures are not age-specific. Either those aged 15 to 64
are grouped together, or age is not mentioned at all.
When this is considered after viewing Figure 6.1, it seems
likely that learning through formal education by people
over 25 years has not been a significant contributor to
improvements in Australia’s knowledge base.

The barriers to learning and development for people
over 45 have been reported by the ABS in broad terms
(see Figure 6.2). These include work and time pressures,
family, finance and course-related reasons.

Useful as these figures are, some additional information
is required to gain a full picture of the reasons for failure to
participate. For example, some reasons, although smaller
in percentage, may be more significant than those noted
above. Some of these are discussed below. They include
considerations such as perceived career plateaus and
declines, age-based discrimination in the workplace, and
the impact of perceived lack of control over their work.
These are possibly grouped under “Lack of employer
support” or “Other work-related reasons”, or may not be
included at all because respondents may not have identi-

fied or understood these issues as significant. The relation-
ship between “Financial reasons” and course-of-life events
that compete for an individual’s available funds begs many
questions. “Course-related reasons” may or may not
include feelings of not fitting into university, feelings of
alienation through a lack of prior exposure to it or insuffi-
cient personal confidence. More data and deeper analysis
is required before a sufficient understanding of the issues
exists to plan for improvements that minimise the risk of
interventions that are based on incorrect assumptions.

Decisions not to engage in further learning are often of
a very personal nature. According to Roussel (2000), an
individual’s own “cost–benefit analysis” is involved. An
analysis of non-participation through the eyes of people
who have chosen not to use higher education institutes as
their supplier of lifelong learning may provide new ways
of dealing with this problem. So far, an extensive litera-
ture search has failed to uncover qualitative research of
this nature.

A study undertaken within the Information
Technology Division of Australia Post (McCarthy 2001,
2002 and 2003) provides a practical example of life stage
issues and insight into personal cost–benefit analysis.
The Australia Post study found that technical people
with leading-edge IT skills had great difficulty main-
taining their skills at this level beyond age 30.
Participants in this study referred to the rate of change
occurring within the IT industry, the fact that they had
experienced the excitement of being at the cutting edge a
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FIGURE 6.1
PARTICIPATION IN FORMAL EDUCATION BY AGE AND GENDER

Source: ABS (2001) Education and Training Experience, ABS CAT NO: 6278.0
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few times, and they referred to the level of personal com-
mitment required for them to remain current. This
personal commitment to skill maintenance was impacted
by life stage issues, such as the desire to develop a rela-
tionship or family. In addition, general management and
associated leadership positions received higher levels of
remuneration. This, as a consequence, streamed people
away from technical roles.

The supply of appropriate IT professionals as the
workforce ages at a time of diminishing birth rates, is
worthy of deep thought and potentially represents a
major risk to employers who are IT dependent.

For example, it can be said that there are four broad
versions of “software” for a system. The first version is
highly creative, high-risk, adrenaline-driven through
budgets, time lines and specification changes, and typically
very suitable to the young with high-skill currency. The
second version refines the first, after the system becomes
operational. Over time, system requirements change more
substantially. Version three of the software seeks to address
this. Around this time the system begins its progression to
a legacy system requiring technical knowledge that is
dated. The obvious questions are: Who in the future will
supplement the diminishing pool of young people with
the cutting-edge skills required for developing versions one
and two software? Will older people possess the skill
currency and ambition required for the stressful and risky
creative work inherent in versions one and two software
development, particularly while remuneration systems

encourage different endeavours? Will the organisational
reward system encourage individuals to maintain technical
skill currency throughout an extended career? This techni-
cally skilled labour supply issue potentially extends beyond
the discipline of IT into other technical fields.

The nature of employer support is significant. Higher
education will not be a successful provider of lifelong
learning without supportive workplaces: from financial
support to the work environment, including the nature of
supervision and whether age-based discrimination, so
prevalent in society and business, applies to the individual’s
workplace (Human Rights and Equal Opportunity
Commission 2000). Age-based discrimination often mani-
fests in the lack of future career and development
opportunities. This is a powerful disincentive to learning in
higher education. Age-based discrimination by employers
is difficult to address, as studies have shown that employer
attitudes towards older workers are generally consistent
across countries, industries and type of employment
(Bitman, Flick and Rice 2001). Such discrimination
against older workers is a crippling disincentive to pursuing
formal learning through higher education.

Another disincentive may be the nature of the job
itself. A large survey of Italian workers indicated that 40
per cent of those interviewed described their jobs as
“passive” (Cesna 2004). This means they felt a lack of
control over their job. A large amount of research has led
researchers to assert that “lack of job control” is the cause
of individuals coping poorly with job stress and the

FIGURE 6.2
THE MAIN REASONS WHY PEOPLE OVER 45 DON’T PARTICIPATE IN EDUCATION, DESPITE WANTING TO

Source: ABS (2001) Survey of Education and Training, ABS CAT NO: 6278.0
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resultant health disorders. Schaubboeck and Merritt
(1997) contend that this leads to lack of motivation to
perform or develop in the job. 

Relevance is another consideration. A research project by
Eraut et al. (1998), reported in Gallacher and Reeve
(2000), studied the development of knowledge and skills in
employment by 120 people from a range of occupations
and levels. They found “that formal education and training
provided only a small part of what is learned and used at
work” (Eraut et al., reported in Gallacher and Reeve 2000).

Eraut et al.’s project also suggested that learning
depends “primarily on the learners’ confidence, motiva-
tion and capability. Which in turn depends on the nature
of the work itself (i.e. its degree of challenge) and the
‘microculture’ of the work environment, including how
they are managed” (Eraut et al., reported in Gallacher
and Reeve 2000).

A lack of career prospects is an important disincentive.
A study at Australia Post’s headquarters, involving 40 vol-
unteers over the age of 40, found that up to 70 per cent
described their careers as having either plateaued or
entered a phase of decline (McCarthy 2003). This was an
elite, mainly tertiary-educated group.

Another factor is that as people age they remain longer
in the same job. This possibly impacts upon their per-
ceptions about their need for lifelong learning, and also
what type of learning they might desire to undertake.

Figure 6.3 shows that job tenure expands from an
average of 1.4 years for 15–19-year-olds to 13.45 years
for employees at age 65+.

The job-related factors listed above are a powerful dis-
incentive that work against the maintenance of skill
currency and further skill development. They represent
significant challenges to any attempt to change current
learning behaviours. Fundamental changes in work
arrangements and employer support will be required and
individuals will need to believe that the attitudes of their
employers towards their work and career prospects are
not clouded by age-based discrimination.

Higher education’s response to lifelong learning needs?
Higher education in Australia is subject to extreme
competition. This partly influences direction and
possibly results in a sameness of offerings as fees are
driven down and clients compare the education options
offered by others. Australian and overseas universities
compete for market share with a range of private and
expert providers.

In recent times universities have developed strong
strategies to respond to market pressure. This means
involving employers in ways that include:

• mission statements which seek to focus the institution
on relevance to the needs of clients

• marketing departments which energetically present
offerings to them in response to their requests
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FIGURE 6.3: 
THE DURATION OF CURRENT JOBS ACCORDING TO AGE GROUP

Source: ABS Statistics, Labour Mobility, February 1998
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• programs which are reviewed in multi-disciplinary
ways with industry input on review committees

• program advisory committees which are populated by a
mix of academic and employer representatives

• adjunct staff from industry to support academics in
delivering programs

• short courses – customised and executive programs –
delivered in response to community and industry
needs. Many programs offer contextualised learning for
particular employers

• opportunities for part-time, long-distance and work-
place learning.

Despite these considerable initiatives that universities
use to make themselves employer-relevant, they still fail
to provide lifelong learning and re-skilling options to the
mass market.

Possible explanations include a mismatch between what
employers and employees say they want, and what uni-
versities appear willing to provide. For example, external
people who become involved with university committees
and endeavours are arguably supportive of universities to
the extent of approving such programs. Certainly, they are
not intimidated or alienated by universities. In such cir-
cumstances the risk is that employer representatives
become “rubber stamps” who endorse no change, while
appearing to provide an employer perspective.

The gatekeeper university committee systems, with
their emphasis on traditional offerings and consensus
decision-making, are a challenge to flexibility and rele-

vance. An important consideration is that people with
limited exposure to the university system may not feel
comfortable in approaching it for their lifelong learning
needs, particularly in light of prior learning. Marks
(2000) studied the lack of participation by working-class
adult males in Merseyside (UK). He believes a history of
distrust and anti-educational culture is “born as much
out of the structural failings of the education system on
working-class life in general as it is out of some cultural
rejection … education thus comes to be seen as not for
working-class children, not something the system is
capable of offering them” (p. 4). It is arguable that a
similar situation could apply in Australia and that similar
studies of this nature are required of Australians who do
not participate in higher education.

It is evident that as organisations define their needs for
lifelong learning in the information age with its complex
interdependencies and unpredictability, multiple per-
spectives, rapid changes in technologies – including
ever-emerging Internet-inspired possibilities – and new
problems, it is unlikely to take the form of traditional
academic programs. Various changes might be required.
For example, Schuetze and Slowey (2002) argue for new
methods of assessment and recognition of achievement,
changes to methods of instruction, and the time and
place of it. Their paper contains a comparison of tradi-
tional and lifelong learning education. (See Table 6.1.)

It is a serious challenge for universities to maintain the
best of traditions while at the same time becoming
increasingly flexible and relevant to the rapidly changing
needs of learners and industry.

TABLE 6.1
THE ORGANISATION OF HIGHER EDUCATION – FROM TRADITIONAL TO LIFELONG LEARNING MODES

TRADITIONAL MODE LIFELONG LEARNING MODE

Restricted access Open access

Admission only with academic credentials Assessment of prior learning

For the young only For the young and adults

Selection for excellence Learning opportunities for all

Undergraduate-centred Wide range of programs

Full-time studies Full-time and part-time learning

Campus/classroom-based, on-site studies Also off-campus/distance studies, self-learning 

Linear studies with final examinations Module-based curriculum, credit system

Discipline oriented, curriculum-centred organisation of studies Problem(-solving) and competence-oriented, student-centred organisation

Degree studies Degree and non-degree studies

Focus on initial higher education Includes higher education

Non-diversified system of higher education Diversified system of higher education

Question: What university did you attend? Question: What did you learn at your university?

Source: Adapted by Schuetze and Slowey from S. Yamamoto (2001)
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United Kingdom: Moving from an elite to a mass system
of higher education
Gallacher and Reeve (2000) provide a comprehensive
description of United Kingdom (UK) government policy
initiatives during the 1980s and early 1990s. These were
directed at bringing higher education closer to the needs
of the economy. The government sought to restructure
the economy in line with international competitiveness
and encourage changes to higher education to make it
more accessible to the wider community and more
relevant to employer needs. It “can be seen as part of the
move from an elite to a mass system of higher education”
(Gallacher and Reeve 2000, p. 1).

Work Based Learning Projects (WBLs) were under-
taken in 60 universities throughout the UK in the late
1980s and early 1990s with the objective of maximising
individual potential and providing industry with the
skills it needed. These projects were government-funded
initiatives directed at encouraging change in universities
towards greater work skill relevance. Significantly, there
appears from Gallacher’s and Reeves’ account, to have
been a funding bias towards post-1992 universities.

Gallacher and Reeve contend that these projects began
to show how workplace learning differed from traditional
academic programs. The projects placed:

• new emphasis on experiential learning

• emphasis on flexibility in mode of delivery: distance
learning and learning in the workplace

• emphasis on the idea of assessing and accrediting work
experience

• emphasis on “the idea of integrating non-traditional
industry content with academic programs” (Gallacher
and Reeve 2000).

Among other things, these initiatives diverged from
“traditional disciplinary knowledge” (Gallacher and
Reeve 2000) and sought to embrace workplace realities
that suggest more flexible, non-linear responses. In
today’s workplace, the environment is buffeted by
constant change, unpredictability and chaotic situations.
In these workplaces, knowledge is “multi-variant, unsys-
tematic and even anti-coherent” (Scott 1995, in
Gallacher and Reeve 2000).

Gallacher and Reeve assert that similar initiatives were
being pursued in many countries, but that the overall
impacts in the UK were limited at the time of writing. In
support of this view, they refer to a review by Brennan and
Little of 38 projects funded between 1990 and 1996 that
found very limited evidence of progress. Gallacher and
Reeve report the academic doubts concerning accrediting
experiential and work-based learning rather than discipli-
nary knowledge, and the doubts among discipline-based
academics about the appropriateness of developing 
curriculum around non-traditional subject matter.

In Australia there has been a similar response con-
cerning the experiences reported by Gallacher and Reeve,
which are directed at higher education becoming more
market driven, commercial, relevant and flexible. In
common with the UK, Australian institutions encounter
conflict when faced by the need to respond to changing
customer needs, while at the same time maintaining
integrity, through traditional approaches, which rein-
force historic academic and research standards.

Difficulties in industry specifying learning requirements
A significant challenge to universities is their ability to
define client needs and to avoid distraction in satisfying
poorly thought through employer–user requirements.
One issue is that training and development is rarely the
primary task of any organisation. It is expensive and its
benefits are often hard to measure.

The training and development specialist people within
the human resources function are, typically, responsible
for articulating an organisation’s learning needs. In
practice, however, most managers through the organisa-
tion have a view about training and development needs,
which they articulate, and which is often accepted, even
though this does not always coincide with the views of
training and development specialists. Often within the
organisation, political factors, financial considerations,
skill and time shortfalls impact the quality of thought
and outcome regarding training provision.

An organisation’s training and development needs are
always difficult to establish. The skill and thinking power
of the project team undertaking the needs analysis, polit-
ical agendas, group think, all play a role in making the
task difficult and can result in sub-optimal specifications.

Behavioural psychology has produced much evidence
to support the conclusion that there are severe limita-
tions on the thinking and reasoning power of the human
mind (Riddalls and Bennett 2003). This body of
research, known as bounded rationality, has been defined
by Nobel Prize winner Herbert Simon:

The capacity of the human mind for formulating and solving
complex problems is very small compared with the size of the
problems whose solution is required for objectively rational
behaviour in the real world or even for a reasonable approx-
imation to such objective rationality (Simon 1952, in
Riddalls and Bennett 2003, p. 414).

Put another way, people experience great difficulty in
envisaging much beyond what they know, and this is a
practical constraint on the ability of employers to specify
learning needs. This situation is exacerbated further
through confusion when there is debate within the com-
munity and media about the nature of necessary learning
or related change required. Opportunities for significant
change to established practice with regards to lifelong
learning would seem to be severely limited.
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When the issues of bounded rationality are combined
with the problems of diffusing change across universities
and society, the difficulties of enabling higher education
to be a significant and effective provider of lifelong
learning become even more formidable.

Conclusion
There are significant community and economic reasons to
promote lifelong learning through universities as a way of
managing and optimising the opportunities flowing from
the increased knowledge, complexity and new challenges
emanating from the information age. Nevertheless, despite
more than 30 years of research on lifelong learning, and
the role of higher education in it, universities in Australia
are not significant providers. Fundamental changes to
custom and practice are necessary at the university,
business and community levels if universities are to be 
significant providers of lifelong learning.

A community-wide behavioural change program of
this nature is highly complex. Success will require the
energetic involvement of powerful people from all stake-
holder groups combining to design a holistic but
prioritised and targeted change management and imple-
mentation strategy.

Additional insight, through the eyes of individuals who
do not use higher education for lifelong learning, is
needed to inform such a change strategy. We need a
greater understanding of the nature of the disincentives
that lead individuals to avoid higher education as a
vehicle for lifelong learning. This needs more in-depth
analysis than is currently available. Issues for further
study include:

• the significance of financial and other costs in decisions
made by individuals who decide not to utilise higher
education for lifelong learning

• the nature of employer support – specifically, disincentives
to lifelong learning through age-based discrimination
at work and the nature of work, focusing particularly
on “passive jobs” and the nature of supervision

• the potentially alienating consequences of university
prerequisites and the lack of recognition for work–life
learning

• the nature of higher education offerings – the research
indicates a need for more flexible, shorter duration
offerings that are relevant and accredited in new ways

• greater desegregation of statistical information to allow
a more precise understanding of the age at which people
undertake, or do not undertake, higher education.

Although the scope and complexity of change is
daunting, improvements to current learning practices will
ultimately occur because there is an essential need. New
ways will be found to leverage off current practice and

innovation. Who knows, perhaps employers will introduce
dual job titles as hospitals and the medical profession have.
Imagine a corporate position that holds the dual titles of
chief finance officer and professor of finance.
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Introduction
This chapter has been prepared in response to concerns
about the shift in the demographics of the Australian
workforce – as the population ages, fewer young people
will be available to replace retiring cohorts. One possible
solution is to encourage older people to stay in work.
This solution implies that there will be an increased need
for people to keep learning in order to stay abreast of
changes in work practices.

It is also clear that the Australian world of work now
requires, on average, higher levels of skill than it did ten or
so years ago (see Appendix 7.1 on p.58). From a policy

perspective, it seems prudent to assume that this trend is
likely to continue, reinforcing the need for a lifelong
learning orientation for all new entrants to the world of
work.

Educational institutions are seen as being an important
element, not only in the provision of learning and training,
but also in developing employability and occupation-
specific skills. To provide these, education institutions need
to know what leads to increases in employability and what
skills are needed if this employability is to involve ongoing
learning.

Numerous attempts have been made to identify the
competencies required for people to be employable,
lifelong learners. In Australia, one of these attempts led
to the development of the Key Competencies (The
Mayer Committee 1992); similar work can be found in
other countries (for example, the UK Department of
Employment 1995). More recently, the OECD has
produced three categories of competencies underpinning
personal, social and economic wellbeing (Rychen and
Salganik 2003).

These various attempts at defining competencies are
typically vague, couched in a set of assumptions about

work and its complexity, the nature of society and what
it ought to be like, and what – in broad outline – the
future will be. The proponents of these competencies
acknowledge this uncertainty. As the OECD notes:

… cultural, situational, and other contextual factors shape
the specific nature of the demands that must be met. The
specificities and relative importance attributed to key com-
petencies … may be influenced, for instance, by the state of
urbanization, cultural norms, technological access, social
and power relations, and public order (2003, p. 4).

Given these vagaries and complexities, any argument
about the possible role of schools in lifelong learning
necessarily must be cautious in its conclusions.

Allied to this uncertainty is the range of meanings
ascribed to the notion of “lifelong learning”. There is
considerable debate about what is meant by this term.
For example, Axford and Moyes (2003) identify three
views of lifelong learning: (1) learning as empowerment,
(2) learning and education and training structural
reform, and (3) learning and labour market reform.
According to Axford, this last view is driven by a per-
ceived need to adjust to changing demography and
global economic relations. We focus on lifelong learning
in terms of education and training links with employ-
ment destinations (Axford and Moyes 2003, p. iv).

Therefore, we do not dwell upon the ways in which
schools can provide a learning environment conducive to
the development of lifelong learning. It may be of
interest to note, however, that schools do have an impor-

tant role in establishing an orientation towards lifelong
learning. As Bryce and Withers (2003) have shown,
schools can provide a learning environment that is con-
ducive to the development of lifelong learners by
assisting students to develop (1) “metacognitive skills”,
(2) information literacy, (3) planning and organisational
skills, (4) curiosity, and (5) the capacity to work with
others.

It may be of interest to note, however,
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Overview
The argument we make here is based on the view that if
people are to have an orientation towards lifelong learning
in their work, they should work in jobs for which they are
best suited. A well-fitting job is one that is of interest to
the person and for which he or she has the appropriate
level of ability. If there is a good fit between the person
and the job, then the person will be more likely to be
engaged and predisposed towards learning (Jackling
2000), and will be more capable of this learning. There is
also evidence that a good fit between person and job leads
to superior work performance (Holland 1997, p. 155).

Schools (and other educational institutions) play a
central role in matching people to jobs. First, they cultivate
and support the development of vocational interests. There
are strong continuities between the school subjects young
people choose, their preferences for particular fields of

study in higher education, and the types of work for which
they aspire. These continuities occur because, in large part,
they are an expression of underlying traits – individual
interests. Second, schools help fit people to jobs by helping
students to understand the range of their abilities.

It is our view, therefore, that if the answer to skill
shortages is to be found in encouraging lifelong learning,
the most effective contribution schools can make –
beyond the provision of numeracy and literacy and
encouraging an orientation to lifelong learning at school
and beyond – is to:

• provide students with the opportunity to choose school
subjects or fields of study which most engage them, and
to support students in their engagement

• help students to identify the range of their abilities.

If schools do this, then they provide students with the
greatest opportunity to take up work which best matches
their interests and abilities. If young people fit their jobs
well, they will be more likely to be effective lifelong
learners.

The world of work
There are many ways to divide up the world of work.1

We describe the world of work in terms best suited to
understanding the nexus between education and work –
via the work of John Holland (1985; 1997). Holland is a
vocational psychologist interested in understanding how,
and why, individuals choose their careers. It is this
concern which also lies at the heart of our argument
about lifelong learning.

According to Holland (1997, p. 3), there are six basic
types of occupations or work environments. These six
types of occupation are collectively known by the
acronym “RIASEC”. They are as follows:

• “Realistic” or manual work – examples include car-
penter, plumber and plant operator (in 1996, 38.5 per
cent of employed Australians were engaged in realistic
work). These occupations involve activities such as
building, repairing and making objects. They provide
an environment that fosters technical competencies
and mechanical ability because of the frequent use of
machines and tools.

• “Investigative” or ideas-based work – examples include
mathematician, biologist and physicist (in 1996, 8 per
cent of employed Australians were engaged in inves-
tigative-type work). Investigative occupations involve
activities such as experimenting, analysing and
inquiring. They provide an environment that fosters
scientific competence and scholarship.

• “Artistic” work – examples include writer, actor,
sculptor and dancer (in 1996, 1.3 per cent of employed
Australians were engaged in artistic work). Artistic
occupations involve activities such as painting and
playing music. They provide an environment that
fosters artistic competencies and encourages people to
be expressive, original and intuitive.

• “Social” or work with people – examples include
teachers and nurses (in 1996, 25.5 per cent of
employed Australians were engaged in social work).
Social occupations involve activities directed towards
helping others. 

•  “Enterprising” or business and politically related work –
examples include managers, salespersons and politicians
(in 1996, 14.9 per cent of employed Australians were
engaged in enterprising work). Enterprising occupations
involve activities such as organising and selling. They
provide an environment that encourages people to see
the world in terms of power, status and responsibility.

• “Conventional” or routine work – examples include
clerks and accountants (in 1996, 11.7 per cent of
employed Australians were engaged in enterprising
work). Conventional occupations involve activities
such as record-keeping and filing.

GROWTH 56
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Holland (1997, pp. 2–3) has also contended that the
occupational interests of people can be classified using
the same RIASEC typology. In this way it becomes
possible to investigate the quality of the fit between an
individual’s interests and his or her occupational prefer-

ences and choices. There is a large body of overseas and
local research that supports the validity of Holland’s
typology of occupational interests.2

Holland’s work suggests that career choice involves a
search for an occupation that is congruent with an indi-
vidual’s interests. In other words, young people typically
search for occupations that are a good fit.

This idea has been extensively elaborated upon by
Gottfredson (1981; 1996; 2002). She argues that young
children have a largely undifferentiated view of the world
of work. As they mature, they learn to identify various
aspects of occupations. Once children can identify these
aspects, they use them to make judgements about the
perceived suitability of occupations. As a consequence of

making these judgements, the number of preferred 
occupations is progressively reduced. According to
Gottfredson, one of the first aspects of an occupation
that children learn to identify is its “sex type”, the next is
its social prestige, and among the last is its “type”. This
process of narrowing the range of preferred occupations
over a sequence of developmental phases was called 
“circumscription” by Gottfredson. Typically, the process
of circumscription is largely complete by the end of 
adolescence (Gottfredson 1981, p. 549) – and it is a
process that occurs largely during the years of schooling.

Using the dimensions described by Gottfredson – sex
type and social prestige – and Holland’s occupational
types, it is possible to depict the world of work graphically,
and visualise how career choice involves finding a location
in a social space defined along these dimensions. Figure
7.1 shows such a map using 1996 Census data (Naylor et
al. 1997). To assist reading this map, it is divided into
quadrants.

In this figure, each occupation is grouped according to
its type, and the median value for its sex type and socioe-
conomic status was calculated. The spread for sex type
for each field is marked by the horizontal lines in the
body of the graph. The vertical lines mark the spread for
socioeconomic status. These lines intersect at the median
values for sex type and socioeconomic status.

In Figure 7.1, the process of compromise can be seen as
having a preference for occupations located in progressively
smaller areas of this map. 

The importance of the map of Australian occupations is
that it depicts those dimensions that appear to most
strongly influence occupational aspirations. It is a world
that is seen to be divided along lines defined by gender,
socioeconomic status and according to occupational types.

When seeking to make linkages between education
and the world of work, especially in the context of
encouraging an orientation to lifelong learning, it is the
location on this map that describes the context in which
this learning will often take place.

FIGURE 7.1
MAP OF AUSTRALIAN OCCUPATIONS: 
Showing the socioeconomic status and the sex composition of
occupations (interquartile range bisecting at median) grouped
within RIASEC sectors, 1996
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Notice that, on both Holland’s and Gottfredson’s
theories, it is not the tasks that make up a job which
attract people to it, but rather, the characteristics of the
people who typically hold these jobs. As Holland (1997,
p. 9) notes:

Just as we judge people by their friends, dress, and actions, so
we judge them by their vocations. Our everyday experience
has generated a sometimes inaccurate but apparently useful
knowledge of what people in various occupations are like.
Thus we believe that carpenters are handy, lawyers aggres-
sive, actors self-centered, salespeople persuasive, accountants
precise, scientists unsociable, and the like.

The relationship of education to work
This section addresses the question: “How do schools
assist their students to make educational choices that will
provide them with the best chance of finding a job which
fits their interests and ability?”

Interests
There is good evidence that schools do provide students
with opportunities to develop their interests. For example,
there is continuity between educational choices and prefer-
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FIGURE 7.2
YEAR LEVEL AT WHICH IT IS PLANNED TO LEAVE SCHOOL BY SELF-PERCEIVED ABILITY AT SCHOOL
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TABLE 7.1
THE RELATIONSHIP BETWEEN THE RIASEC CLASSIFICATION OF
INTERESTS AND PREFERRED FIELDS OF STUDY

INTEREST TYPE PREFERRED FIELD OF STUDY

Realistic —

Investigative Building and design, engineering and
computing, and professional and applied
science (including medicine and dentistry)

Artistic Visual arts and music

Social Applied social science, childcare and
teaching, health studies (but not medicine or
dentistry), community service and sport and
recreation

Enterprising Humanities, social science, and
communications (e.g. journalism)

Conventional Business, commerce, law, hospitality,
business languages, and library and
information processing



FIGURE 7.3
PLANNED POST-SCHOOL EDUCATION FOR EACH LEVEL OF PERCEIVED SCHOOL ACHIEVEMENT (%)
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ences and occupational interests. Care and Naylor (1984),
using the RIASEC classification, showed that subject pref-
erences at school are associated with vocational interests.
Ainley et al. (1990, 1994), in two large studies of school
subject choice in Australia, also found associations with
vocational interests measured using the RIASEC classifica-

tion. For example, students with the strongest investigative
interests were three times more likely to enrol in “physical
science” subjects (physics and chemistry) than those
students with weak investigative interests. Students with
the strongest realistic interests were around ten times more
likely to enrol in technical studies than those with weak
realistic interests.

While at school, students also make applications to go
on to university. It has been demonstrated empirically
that fields of study at university can be identified from
patterns found in student application that map to the
Holland typology of interests (Elsworth, 1994; Elsworth,
Harvey-Beavis, Gilding and Briant 1986; Harvey-Beavis
and Elsworth 1998).

Table 7.1 shows which types of interest are associated
with various fields of study (Harvey-Beavis and Elsworth
1998). For example, students who have strong “social”
interests typically prefer a course from the applied social
science, childcare, teaching, health studies, community
service, sport or recreation fields when applying for a uni-
versity course at the end of Year 12. This suggests that
when students make the transition from school to univer-
sity, their preferences are being shaped by their interests.

From this it follows that schools and universities (there
is no evidence about TAFE and related tertiary educa-
tional institutions) are providing young people with the
opportunity to develop and nurture their interests and
that this should, therefore, help them to find a job which
is a good fit.

Ability
Students’ abilities and their perceptions of their abilities
appear to strongly shape their educational choices and
plans, as well as their vocational plans. On the map of
Australian occupations, ability or perceived ability
appears to affect location of a preferred job along the
socioeconomic status dimension. The higher the ability
of the student, the higher the socioeconomic status of the
occupation they plan to enter (Beavis et al. 2005).

Similarly, the perceived or actual ability of students
appears to strongly shape their educational plans. For
example, in a recent study of low socioeconomic status
school students, conducted for The Smith Family, it was
found that perceived ability influenced when Year 8 and
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Year 9 students planned to leave school. Students were
asked to assess how well they were doing at school
compared with their fellow students. They could indicate
“Not as well as most”, “About as well as most”, “A little
better than most” and “A lot better than most”. Figure
7.2 shows how those who perceived themselves as below
average were far less likely to plan to stay at school to the
end of Year 12 (Beavis et al. 2005, p. 18). As Figure 7.3
shows, perceived ability also strongly affects post-school
educational plans, with students whose perceived ability
is below average being far less likely to attend university
than other students (Beavis et al. 2005, p. 19). A similar

pattern can be seen with measured ability using data col-
lected form the OECD’s PISA study in 2000 (OECD
2001). Figure 7.4 shows this effect (Beavis et al. 2005, p.
19). The higher the average reading score, the higher the
planned level of education.

Importantly, perceived ability also influences the skill
level of the occupation students plan to enter. Figure 7.5
shows that students who perceive themselves to be below
average in their school subjects are less likely to plan a
professional or associate professional level occupation,
and to be more likely to plan a trade or intermediate level
clerical occupation (Beavis et al. 2005, p. 22). Students
appear to match their plans to their perceived ability to
learn different skills.

This evidence suggests that schools are helping
students to identify their ability level, and that students
are shaping their future plans by taking this information
into account.

Conclusion
The available evidence suggests that schools are developing
and nurturing students’ interests. Schools are also pro-
viding students with a wide range of information about
their ability. Further, students seem to shape their educa-
tional and occupational plans drawing upon these learning
experiences and this information about their ability.

This suggests that schools and universities are already
making an important contribution to their students

having an orientation towards lifelong learning by pro-
viding them with the opportunity to identify locations in
the world of work which fit them well. A number of
policy implications follow from this. These include:

• school retention rates need not be regarded as a concern
if students are leaving in order to move to a location in
the world of work suited to their interests and abilities.
If they find this location, they are likely to continue
learning and to continue to develop new skills

• a concern to further enhance employability of young
people by schools teaching generic competencies –
beyond literacy and numeracy – may be misplaced if
students already have a good understanding of the
location in the world of work they seek. For those
students who do not know what they want to do,
teaching generic competencies may be of some help;
however, the vagueness of these competencies may
limit their usefulness. It may be more efficient to
provide career counselling

FIGURE 7.4
MEAN PISA READING LITERACY SCORES AND HIGHEST
PLANNED LEVEL OF EDUCATION, SHOWING 95% CONFIDENCE
INTERVALS

ISCED 1 ISCED 2 ISCED 3B, 
C

EXPECTED EDUCATIONAL LEVEL OF STUDENT (ISCED)

ISCED 3A, 
ISCED 4

ISCED 5B ISCED 5A, 
6

350.0000

400.0000

450.0000

500.0000

550.0000

600.0000

95% CI PLAUSIBLE VALUE IN READING

Importantly from the point of view of

CEDA, perceived ability also

influences the skill level of the

occupation students plan to enter. 

The available evidence suggests that

schools are developing and nurturing

students’ interests. Schools are also

providing students with a wide range

of information about their ability. 



57LIFELONG LEARNING

FIGURE 7.5
SKILL LEVEL OF OCCUPATIONS MOST LIKED TO DO AT AGE 25 BY LEVELS OF SELF-PERCEIVED ABILITY
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FIGURE 7.6
PROPORTION OF THE AUSTRALIAN WORKFORCE AT EACH SKILL LEVEL IN 1991, 1996 AND 2001 

Source: Australian Bureau of Statistics
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• young people make their assessments about the world
of work based upon criteria that are typically unrelated
to the actual tasks involved with the job. Schools could
assist students to understand some of the implications
of their preferences by providing them with learning
that involves tasks related to the work they prefer. In
many schools this already happens for students interested
in the sciences, sport, technology, music and the arts, and
some aspects of business (for example, accounting).

It is, therefore, our view that the role of education in
preparing for lifelong learning – beyond the basics of
providing literacy and numeracy, and encouraging
lifelong learning at school or at university – is to provide

students with the information and learning opportuni-
ties that will lead them to destinations in the world of
work which they seek. Here young people will be most
likely to want to continue to learn and, what is more, to
have the ability to do so. The available evidence suggests
that schools, in particular, are already providing this
learning and information.

Appendix 7.1
Figure 7.6 shows the proportion of persons in six cate-
gories of skill level in the Australian workforce. The data
are taken from the census for the years 1991, 1996 and
2001. The skill levels, based upon the Australian
Standard Classification of Occupations (Australian
Bureau of Statistics 1996) are grouped into the top five
levels: administrators and managers, professionals, asso-
ciate professionals, trades persons and intermediate
clerical – with lower skill levels occupations grouped
together. It can be seen that in the ten years from 1991,
there has been a decline in the proportion of lower skilled
occupations in Australia (from 42.1 per cent of the work-
force, to 32 per cent).

Figure 7.7 shows this change in the proportion of dif-
ferent skill levels between 1991 and 2001 more clearly.
There has been a slight increase in the proportion of pro-
fessionals, associate professionals and trades. There has
been a decrease of just on 10 per cent in the proportion of
low-skilled occupations. In other words, there is some
evidence that the workforce in Australia is increasingly
becoming more highly skilled. Nevertheless, it is impor-
tant to recognise that in 2001 just on one-third of the
workforce were employed in jobs with relatively low levels
of skill. Many of these jobs were “Realistic” occupations.

FIGURE 7.7
CHANGE IN PROPORTION OF THE WORKFORCE AT DIFFERENT
LEVELS BETWEEN 1991 AND 2001 IN AUSTRALIA
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END NOTES

1 For example, the world of work may be conceived in terms of social classes (Wright and
Perrone 1977), occupations (Castles 1986; Stolzenberg 1975), core versus periphery
(Bibb and Form 1977), industry segments (Australian Bureau of Statistics 1998), or
levels of unionisation (Kalleberg, Wallace and Althauser 1981).

2 See, for example, Holland (1985; 1997), Lokan and Taylor (1986), Naylor (1993),
Gottfredson and Holland (1989; 1996), Spokane (1996), and Naylor, Elsworth, Care and
Harvey-Beavis (1997).
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Introduction
Earlier chapters have looked in detail at the acquisition of
work-related skills, including the more generic skills that
are important to work-readiness and are increasingly
being demanded by employers because of the rate of
workplace change.1 

A number of broader life skills are also important
influences on participation in the labour market, as well
as being important for how well people manage other
aspects of their lives. This chapter looks at one of these
areas, economic and financial literacy, and considers how
improved economic and financial skills, with a lifelong
learning perspective, could contribute to stronger labour
force participation of mature-age people.
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Economic and financial literacy defined
Economic and financial literacy can be defined broadly
as: “the ability to make informed judgements and to take
effective decisions regarding the use and management of
money”.2 At a more detailed level, this skill has several
dimensions. It involves:

• an understanding of basic economic and financial
concepts (such as interest rates, fees and charges)

• an understanding of the broad economic and financial
environment (including, for example, business cycles
mean that interest rates and loan repayments change
over time)

• an understanding of the range of financial service
providers, including the possible sources of informa-
tion and advice on economic and financial matters

• the ability to seek out useful information on economic
and financial matters, including products and services
that are available (such as loans on offer and the condi-
tions attached to them, superannuation and investment
options)

• the skill to compare the options available as a basis for
making informed decisions.

Of course, different circumstances require different
levels of economic and financial literacy, and not all the
aspects listed above will be needed by everyone to the
same degree. But even those with relatively simple finan-

cial affairs – nothing more complex than a loan for a car,
furniture or a house, or a credit card – will need basic
skills in all of the areas listed if they are to manage their
money to best effect for them and their families.

Acquiring these skills is not a straightforward task – the
concepts, products and options are complex. The diffi-
culties of becoming financially “literate” are compounded
by the fact that:3 

• financial products are not usually purchased frequently
and so we develop limited experience in selecting them

• the value of the purchase (such as an investment
product) is often not clear at the time of purchase

• it can be difficult to verify claims made by financial 
suppliers.

The role of economic and financial literacy in managing
transitions
Many aspects of life have an economic or financial
dimension. Decisions about major purchases, invest-
ments (including non-financial investments, in areas
such as education), work and retirement, risk-taking and
insurance, leisure activities, family relationships and

many more can all be influenced by economic and finan-
cial considerations and can be made easier where people
have good economic and financial skills to assist in the
decision-making process.

One of the most important sets of decisions affected by
financial considerations is that involved in an individual’s
working life. One of the reasons we work – although cer-
tainly not the only one – is for the financial rewards. So
economic and financial considerations will influence
people’s decisions about issues such as:

• whether and when to join, rejoin or leave the workforce

• what type of employment (employee, self-employed) to
take up

• how many hours to work

• whether to invest in training, retraining and general
skill development.

Economic and financial literacy skills are therefore
essential for managing the many work-related transitions
that most people experience. And these skills will become
increasingly important as the nature of work and
working lives continues to change, and in light of
broader economic developments.

Individuals are likely to experience many more “transi-
tions” in and around the labour market than they have in
the past: people are increasingly likely to have more than
one occupation during their working lives; there is
increasing desire for, and availability of, flexible working
arrangements such as part-time work; it is increasingly
likely that women who have children will remain
attached to the workforce, or become re-attached to it;
there is a growing demand for more highly skilled
employees; and the ageing of the population means that
there will be growing demand for people to extend their
working lives. Effective management of these transitions
will require solid economic and financial skills.
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decisions affected by financial

considerations is that involved in an

individual’s working life. 

Of course, different circumstances

require different levels of economic

and financial literacy, and not all the

aspects … will be needed by

everyone to the same degree. 



FIGURE 8.1 
FINANCIAL EVENTS IN THE LIFE CYCLE

Source: Consumer and Financial Literacy Taskforce 2004, Australian Consumers and
Money, Discussion Paper, http://cfltaskforce.treasury.gov.au/content/home.asp?NavID=1
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At the same time, broad demographic and economic
trends mean that individuals may be required to take on
more responsibility than they have in the past for their
own financial wellbeing and for meeting the cost of some
services traditionally provided by governments. The com-
bination of the ageing of the population and the rising
unit cost of providing services is projected to put govern-
ments’ budgetary positions under considerable pressure in

coming years. It is likely that the Commonwealth will be
looking for ways to reduce fiscal pressures, including by
redistributing some responsibility to individuals for
meeting some costs.

The impact of these changes, both in the nature of
work and working lives and in the broader environment,
means that people will need to make more decisions
about the range of employment and employment-
transition issues, and these decisions will become more
complex. Other financial issues are also likely to require
closer attention. The value of economic and financial
literacy will therefore grow in coming years.

A lifelong learning issue
Just as the financial circumstances and financial skill
requirements of different people will vary, the financial
situation of an individual will change over time. The need
for financial skills will be very different for a teenager with
modest savings in a bank account, a family with a
mortgage and a range of other financial commitments
and a person about to retire from the workforce. Figure
8.1 illustrates just some of the financial issues that an
individual may face at different stages of his or her life.

The economic and financial environment also changes
over time, sometimes dramatically. Large economic
shifts, such as the deregulation of lending rates, the move
to floating exchange rates, the transition to low consumer
price inflation and periods of asset price inflation, change
the “conventional wisdom” about financial matters, and
may mean that people need to re-examine what they
have learned in the past about how to handle their
finances. Less dramatic, but no less important, is the
ongoing growth and innovation in financial services and
products that constantly open up new opportunities (and
risks) for consumers.
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Economic and financial literacy is therefore a lifelong
learning issue. People’s changing needs and the changing
environment mean that their knowledge and skills need to
be updated regularly if they are to make well-informed
judgements about managing their finances (see Figure 8.1).

Economic and financial literacy in Australia surveyed
In 2003, ANZ released the results of a large-scale study
of the financial literacy of Australian adults (see Box 8.1).

The state of financial literacy in Australia
Several aspects of the survey results suggested that
though Australian adults have, on average, a good foun-
dation of basic skills, it is clear there are challenges. These
include an increasing understanding in the areas of
investment, superannuation and retirement planning,
and in assisting the most vulnerable sections of the com-
munity, many of whom are struggling with financial
skills (see Box 8.1 for some examples).

Variation across groups in the population
The study highlighted that there was considerable varia-
tion in responses across different groups in the population,
with some more likely to show lower levels of financial
literacy than others. Table 8.1 shows the level of financial
literacy of various demographic groups and how they

differ from the average of all respondents. For respondents
as a whole, 20 per cent fall into each level of skill (or
“quintile”). Those groups with lower than average literacy
have a substantially higher proportion in the lowest skill
quintiles. It is clear from the table that, on average:

• men have a higher level of financial literacy than women

• those with tertiary qualifications have a much higher level
of literacy than those with an education of below year 10

• those out of the labour force and those in unskilled
positions have a lower level of financial literacy than
those in white-collar positions and the self-employed

• the young and the old have lower levels of financial
literacy than those in middle-age groups. 

Particularly stark are the very low levels of financial
literacy of those with little education, those looking for
work and/or in unskilled positions. The study reports
that these groups had difficulty with most areas of finan-
cial literacy, but particularly with knowledge of payment
methods, basic arithmetic, financial terms, risk and
return, and problem redress options.4

Given the distribution of financial skills across demo-
graphic groups, it is not surprising that levels of financial
literacy are strongly correlated with income. Table 8.2
shows that those with the lowest levels of financial

BOX 8.1
FINANCIAL LITERACY – KEY FINDINGS OF THE ANZ STUDY

Source: Roy Morgan Research 2003, ANZ Survey of Adult Financial Literacy in Australia, Final Report, prepared for ANZ Banking Group, available at
www.anz.com/aus/aboutanz/Community/Programs/FinLitResearch.asp

• There is a high level of banking inclusion in Australia, as compared
with some other countries, with 97 per cent of adults having an
everyday banking account.

• All people knew how to use cash and around 90 per cent knew
how to use common payment methods such as ATMs, cheques,
EFTPOS and credit cards.

• Reasonable levels of mathematical ability, with 81–89 per cent of
people correctly performing basic addition, subtraction, division
and percentage calculations – although for multiplication this
dropped to 59 per cent.

• While investment fundamentals are understood, with 85 per cent
of people knowing that high returns equal high risk, investors 
were potentially susceptible to misleading claims with 47 per cent
indicating they would invest for “well above market rates and 
no risk”.

• Planning for retirement was low, with only 37 per cent of people
having worked out how much money they need to save for
retirement. Many also had unrealistic expectations, with 50 per
cent expecting to be living “at least as comfortable in retirement
as they are today”.

• Knowledge of fees and charges varied, with 88 per cent of credit
card users and 78 per cent of those with bank accounts knowing
their fees well. However, only 60 per cent of people with managed
investments and 44 per cent of those with superannuation knew
their fees well.

• Most people understand their bank account and credit card
statements, however, 21 per cent of people could not understand
their superannuation statements and further testing revealed that
only 40 per cent could identify key items on a superannuation
statement correctly.

• A strong association between socioeconomic status and financial
literacy – the 20 per cent of people with the lowest financial
literacy were over-represented by those with lower education
levels; those not employed; people with lower incomes and low
savings; and people at both extremes of the age profile: 18–24
year olds and those aged 70 years and over.
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literacy had lower incomes, lived in homes of lower
value, had less savings and lower levels of debt than those
with higher levels of financial skill. The importance of
this correlation is highlighted by the study’s finding that
the lower financial literacy levels of women are associated
with lower levels of income and education.5

Variation across types of financial literacy
The study also highlighted that levels of financial literacy
differed across different areas of skill. Not surprisingly,
people were more confident of their understanding of the
simpler concepts and products, although it is worth reit-
erating that assessments were made against the particular
individual’s needs and circumstances.

The strongest themes emerging from this part of the
study are that while many people have a good or reason-
able ability to handle relatively straightforward financial
matters:

• a sizeable minority have difficulty with even simple
aspects of financial management

• a large proportion have problems with more complex
aspects of money management, such as investment and
superannuation.

Retirement and superannuation
The problem area of planning for retirement and under-
standing of superannuation issues is worthy of closer
examination, given its importance to the decisions
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TABLE 8.1
FINANCIAL LITERACY OF DIFFERENT DEMOGRAPHIC GROUPS(A) – ANZ STUDY

QUNTILE 1 QUNTILE 2 QUNTILE 3 QUNTILE 4 QUNTILE 5 TOTAL
(LOWEST LITERACY) PER CENT PER CENT PER CENT (HIGHEST LITERACY) PER CENT

PER CENT PER CENT

By gender:

Female 24 22 21 18 15 100

Male 15 18 20 22 25 100

By education level:

Education less than year 10 42 19 20 11 8 100

Tertiary degree 8 16 20 24 32 100

By employment status/occupation:

Looking for work 32 18 21 18 12 100

Student 29 14 20 20 17 100

Home duties 25 24 20 19 12 100

Retired 27 20 18 16 19 100

Semi-skilled 28 26 21 16 8 100

Unskilled 40 21 21 12 7 100

Professional 5 14 15 24 41 100

Other white collar 14 20 19 23 25 100

Self-employed 13 14 19 25 28 100

By age:

Aged 18–24 31 20 22 16 10 100

Aged 45–59 13 19 20 22 27 100

Aged 70+ 31 23 19 13 14 100

All respondents 20 20 20 20 20 100

(A) Column may not add to 100 because of rounding.

Source: Roy Morgan Research 2003, ANZ Survey of Adult Financial Literacy in Australia, Final Report, prepared for ANZ Banking Group,
www.anz.com/aus/aboutanz/Community/Programs/FinLitResearch.asp, p. 17.
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people make about their participation in the labour force
in later life, including the timing of retirement, whether
to move from full-time to part-time work and so on.

While there is a strong awareness of some features of
the compulsory superannuation arrangements, it is of
considerable concern that only 37 per cent of respon-
dents had worked out how much they needed to save for
retirement. Even among those whose retirement date was
known well in advance, there was little forward planning
for retirement, other than in a very general sense.

And yet, despite this lack of planning, high propor-
tions of people appear to expect to be able to live
comfortably in retirement. In the ANZ study, 50 per
cent of those with superannuation believed that their
superannuation would have them living as comfortably
or more comfortably than they are living now. Evidence
suggests that some people are disappointed, misjudging
what their financial circumstances will be in retirement.

Table 8.3 shows Australian Bureau of Statistics data on
what people expect to be their main source of income in

TABLE 8.2
FINANCIAL LITERACY AND FINANCIAL CIRCUMSTANCES(a) – ANZ STUDY 

QUNTILE 1 QUNTILE 2 QUNTILE 3 QUNTILE 4 QUNTILE 5
(LOWEST LITERACY) $ $ $ (HIGHEST LITERACY)

$ $

Average gross annual personal income 25 140 34 270 36 550 42 010 56 100

Average gross annual household income 38 600 52 170 55 300 63 870 78 180

Average current value of home 252 790 277 820 285 670 319 390 375 740

Average savings (include super but excl value of home) 46 240 88 280 100 400 136 300 243 530

Average mortgage debt for mortgage holders 113 600 119 380 131 680 162 340 222 610

Average non-mortgage debt 12 460 16 980 14 100 15 200 26 290

(a) Column may not add to 100 because of rounding.

Source: Roy Morgan Research 2003, ANZ Survey of Adult Financial Literacy in Australia, Final Report, prepared for ANZ Banking Group,
www.anz.com/aus/aboutanz/Community/Programs/FinLitResearch.asp, p. 17

TABLE 8.3
MAIN SOURCE OF INCOME AT RETIREMENT, ACTUAL AND EXPECTED, 1997

EXPECTED BY THOSE WHO INTEND THOSE WHO HAVE  RETIRED
TO RETIRE IN THE NEXT 10 YEARS FROM  FULL-TIME WORK

(% of total) (% of total)

Pension/annuity purchased with superannuation payment 39.3 11.3

Pension/annuity purchased with money other than superannuation payment 1.7 1.8

Age, service, widow’s or war widow’s pension 16.9 21.7

Disability support, war disability or sickness allowance 0.4 11.4

Unemployment benefits 1.3 6.0

Wife’s, carer’s, special or other benefit 0.3 2.5

Business, property, investment 11.6 11.6

Savings, sale of assets 3.2 7.4

Part-time work 6.0 5.7

Someone else’s income 7.4 18.3

Accumulated leave/compensation 0.3 0.7

Other 1.0 0.6

Don’t know 10.6 1.0

Source: Australian Bureau of Statistics 1997, Retirement and Retirement Intentions, ABS cat. no. 6238.0, www.abs.gov.au
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retirement and what income sources are actually accessed
by those who have already retired. Although a strict com-
parison cannot be made because there may be changes
over time in the sources of retirees’ income (because of
compulsory superannuation, for example), the table
suggests that expectations and actual outcomes may differ
substantially. In particular, a pension or annuity pur-
chased with superannuation is much less likely to be the

main source of income in retirement than those who are
yet to retire expect; and government pensions, the income
of others, savings and the proceeds of sale of assets are
considerably more important sources of income than
those who are yet to retire anticipate will be the case.

Research summary
In summary, the results of recent research on economic
and financial literacy suggest that:

• the overall level of financial literacy in Australia is rea-
sonable

• but some people do not have a good enough under-
standing of economic and financial matters to make
informed judgements and decisions, not only about
how to manage their money, but about other life
events, such as investing in education and how long
and how much to work

• some groups are more likely than others to have low levels
of financial literacy – those with lower levels of education,
in unskilled jobs, or looking for work – and so they have
a poorer basis for decision-making than others

• while most people can manage the day-to-day aspects
of financial management reasonably well, many find
the more complex and longer term issues such as
investment and retirement difficult. A proportion over-
estimate how well their superannuation will provide for
a satisfactory standard of living in retirement.

It seems likely, then, that gaps in the community’s
financial literacy are contributing to some people making
poor decisions about employment-related issues; in par-
ticular, the decision about when to retire, but probably
also about the optimal level of investment in their own
education and training.

Raising the level of economic and financial literacy
Lifting financial literacy in Australia will require the
coordinated and sustained efforts of organisations in a
number of sectors:6

• financial services providers can simplify products and
fees and provide communication to customers that is
easy to understand, train staff to be able to identify and
deal with those customers with low financial literacy
levels, and work in partnership with others to develop
high-quality learning materials

• governments can support state-wide and national finan-
cial literacy initiatives, such as the financial literacy
institute proposed by the Australian Securities and
Investments Commission, fund regulators to develop
and disseminate financial education information, and
support teaching of financial literacy in schools and
through coordinated curriculum channels

• educators can ensure that young people are given the
right tools at an early age and that financial learning
continues on through primary, secondary and post-
school education; and they can embrace financial
literacy and include it in core curriculum subjects

• consumer groups can raise awareness of the importance
of financial literacy; develop and distribute financial
education materials, either on their own or in partner-
ship with other key stakeholders; be advocates and
ensure that financial literacy remains on the policy
agenda

• community groups can create partnerships with govern-
ments, the private sector and within the NGO sector to
develop and distribute financial education materials;
and be advocates for the community.

The ANZ and many other organisations, in a range of
sectors, are involved in efforts to improve financial
literacy. The Commonwealth government’s Consumer
and Financial Literacy Taskforce has identified over 100
organisations in Australia, delivering over 700 consumer
and financial literacy initiatives directed at a wide range of
audiences.7 The Taskforce concluded that many good ini-
tiatives exist, but that the spread of information is uneven
across different topics and target audiences. In a prelimi-
nary recommendation to the Commonwealth
government in August 2004, the Taskforce urged the
establishment of a national financial literacy body to facil-
itate improved cooperation and coordination across
provider organisations, improve efficiency and effective-
ness in delivery of financial literacy and conduct research.8

Priorities for action
Strategies need to be put in place now to raise the general
level of economic and financial skills in the community
over the medium to longer term. However, shorter term
pressures – notably the introduction of new arrangements
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for choice of superannuation funds – suggest the need for
strategies that will have an immediate impact, as well as
those that will build literacy over time.

In the short term, building the skills of those currently
employed is clearly an important priority. In the imme-
diate period, these are the people who are being offered a
choice of superannuation fund. More critically, they are
also the ones making decisions about how long and how
much to work – and it is their continued participation in
the workforce that will be crucial to national economic
wellbeing over the coming decades. This group will be

reached most easily through the workplace, with finan-
cial literacy skill development potentially provided
through vocational education programs and employer
information channels. In particular, employers should
routinely build financial literacy information and issues
into employee induction and development programs.

For the future, establishing good basic economic and
financial knowledge and skills in children, and updating it
and extending regularly, must be a high priority. School
education provides an effective way of reaching children
and teaching them these skills. Research for the Australian
Securities and Investments Commission found that some
schools are already teaching aspects of financial literacy,
but that not all students will be exposed to this training
and no course covers all aspects of financial literacy.

The Commonwealth government has committed to
working with state and territory governments to incor-
porate financial literacy skills into the school curricula.9

For all in the community, access to reliable and compre-
hensive information on financial matters is crucial. A clear
role exists for a coordinating body, such as that recom-
mended by the Taskforce on consumer and financial
literacy, to provide information in a range of ways suited to
different audiences. The Commonwealth government has
accepted the Taskforce’s recommendation and is currently
establishing a national consumer and financial literacy
foundation. The government has also committed to the
establishment of a centralised clearinghouse to provide a
central point of contact and source of information on
consumer and financial literacy, and a two-year national
information and education program on these matters.

Finally, special efforts need to be made to develop the
skills of those groups identified as having the lowest finan-
cial literacy levels, drawing on the skills, expertise, resources
and contacts of a range of different organisations. This is
an area where partnerships among business, government,
community and education groups are critical.

Conclusion
The level of economic and financial skill will be an
important influence on the decisions that individuals
make about issues relating to work, including how long
they work and how much they invest in education and
skill development. Australia’s economic and financial
literacy is reasonable. But too many people are not in a
position to make well-based decisions about critical
events in their lives, and some groups are particularly dis-
advantaged. Many groups are working to improve the
level of financial literacy. A strong national strategy is
needed to coordinate these efforts and encourage further
research and well-targeted initiatives so that Australians
are well-equipped for the economic and financial chal-
lenges of the twenty-first century.
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The financial literacy movement
Financial literacy has been widely endorsed to encourage
individuals to take responsibility for the looming short-
fall in public retirement funds. The United States (US)
has been a forerunner in this debate with the establish-
ment, for example, of the National Endowment for
Financial Education (NEFE). Founded in 1992, the
NEFE has worked with a number of other organisations
on projects including, the “Project for Financial
Independence” (a pro bono literacy effort aimed at needy
Americans, organised by leading financial service organi-
sations), “High School Financial Planning Program” (a
purpose-built modular education program available to
public and private schools nationwide) and “Advertising
council partnership” (public service advertisements, with
a $3 million budget motivating Americans to take
responsibility for their financial wellbeing, change
negative financial habits and improve their quality of life)
(Anthes 2004).

THE SECURITIES INSTITUTE OF AUSTRALIA, since its

establishment in 1966, has become Australia’s largest

education provider to professionals in the securities and

financial services sector. With more than 11,000 members

and 14,000 students, it attracts professionals worldwide who

seek respected, industry-recognised qualifications.

Its focus is fixed on raising industry standards by delivering

progressive and innovative programs relevant to the modern

marketplace. The institute’s students and members benefit

from an extensive local and international network –

connecting them to industry trends, practices and key players.
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In Australia, financial literacy has become a popular
notion in very recent times. In 2004, the Commonwealth
established the Consumer and Financial Literacy
Taskforce (CFLT). The Taskforce, chaired by Paul
Clitheroe, a fellow of the Securities Institute of Australia
(SIA), was established by the then Minister for Revenue
and Assistant Treasurer, Senator Helen Coonan, to
develop the first national strategy for consumer and
financial strategy. The SIA has advocated that “consumer
and financial literacy programs must be made available
for all sectors of the Australian population so that con-
sumers and investors can participate in the financial
services industry with confidence”. It is vital that
Australians seek to maximise their future income cash
flows by putting in place strategies that now go to
meeting their retirement circumstances and needs.
Competencies must be developed in areas such as cash
flows, savings, borrowings and investments (SIA 2004).

The CFLT released its preliminary recommendations
to government on 31 August 2004. The recommenda-
tions included proposals advocated by the SIA, including
the establishment of a national financial literacy body,

now known as the Consumer and Financial Literacy
Foundation. The SIA continues to support the establish-
ment of a central coordinating body to connect providers
with consumers via a consumer information centre and
we strongly advocate that government, industry and the
regulators work together to ensure optimal outcomes for
consumers.

Outside the governmental sphere, the Australian Stock
Exchange, among others, has been active in organising
seminars and workshops for consumers, on topics such as
shopping around for the right financial planner, under-
standing risk, the operation of investment markets and
the availability of products.

Financial industry participants have a responsibility to
identify gaps in their client’s financial literacy and take
reasonable steps to educate their clients and thereby
instilling a sense of confidence. However, in relation to
retirement incomes, financial literacy is also dependent
on individuals being able to make life choices based on
their assessment of future income levels. The availability

of flexible work arrangements, less workplace discrimina-
tion against mature workers, and financial incentives (in
relation to current superannuation structures) will enable
individuals to translate that awareness of their financial
needs into progressive outcomes.

Measuring literacy
The majority of financial literacy research has been con-
ducted in the US. There are, however, at least two
groundbreaking studies commissioned by the major
banks in Australia: the “ANZ Survey of Adult Financial
Literacy in Australia” (2003) and more recently, the
“Commonwealth Bank Foundation – Improving Financial
Literacy in Australia: Benefits for the Individual and the
Nation” (2004). In many respects, the profile disclosed in
these studies of people who had determined how much
was needed to save for retirement was predictable: higher
rates for full-time as opposed to casually employed,
higher for professionals and executives than those for
semi or unskilled, and higher for people with tertiary
degrees than for those without (ANZ 2003).

According to the SIA, responsibility in the coming
years will rest with both government and financial
industry practitioners to raise the understanding of
superannuation needs among these target groups.
Indeed, the establishment of a new Consumer Affairs
Taskforce at the SIA in 2005, comprised of consumer
advocate groups (that is, the National Information
Centre on Retirement Incomes and that Australian
Consumers Federation), banks and industry practi-
tioners, is aimed at addressing such needs.

An important part of the success of any education
campaign ultimately resides in the target audiences’
involvement. For small-to medium-income groups, com-
pulsory superannuation is not sufficiently different from
the aged-pension (in terms of the decision-making
involved). In fact, for many, it might be regarded as a
lump-sum “top-up”. Responsibility, under this view, 
still ultimately rests with government. Returning to the
notion of involvement, an education program only
becomes compelling when some essential need, threat or
weakness is identified – in this case, the demographic
reality, the withdrawal of government responsibility, and
the inescapable requirement to self-fund retirement. All
other aspects of financial literacy – investment concepts,
risk and return trade-offs, insurance, products versus
structured arrangements (that is, estate planning) – follow
from this basic premise: “In the absence of other state
arrangements, I must take responsibility for my own
finances”. As such, education campaigns need to be
tightly built around the theme of personal responsibility
for self-funding income (investments) through retirement.

Most financial literacy studies have found a positive
correlation between financial planning and the achieve-
ment of specific goals; however, the results of surveys
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clients and thereby instilling a sense
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measuring the acquisition of more general, more com-
prehensive financial literacy are less clear cut (Braunstein
and Welch 2002, p. 452). For example, some studies
have found that the long-term effects of financial cur-
ricula in high schools has improved asset accumulation
when participating students reach adulthood (Bernheim,
Garrett and Maki 1997). However, other studies have
concluded, “that specific and detailed knowledge of
financial affairs had little effect on behaviours and
outcomes, and that confidence and a broad under-

standing were more important predictors of successful
financial outcomes” (Braunstein et al 2002, p. 452).
Many of these studies have emphasised that consumers
respond more to practical and applied learning, rather
than teaching applied financial concepts. It is more effec-
tive to educate consumers about the choices they need to
make (why, how) and the information they need to do
this with confidence. Other studies have highlighted the
behavioural aspects of financial literacy attainment, con-
cluding that “specific and detailed knowledge of financial
affairs had little effect on behaviours and outcomes, and
that confidence and a broad understanding were more
important predictors of successful financial outcomes”
(Braunstein et al 2002, p. 453).

Most financial literacy research has tested levels of
financial knowledge – awareness of products, familiarity
with financial concepts and relations (that is, between
risk and return); however, fewer studies have measured
the behavioural dimension of financial decision-making.
Broadly speaking, increased information does not always
lead to better decision-making. The field of behavioural
finance is more familiar to investment managers: those
who predict movements in market prices based on
emotions and group behaviours. However, these aspects
are equally pertinent to ordinary people making long-
term decisions about savings and retirement.

A number of behavioural finance models might be
adapted to the financial literacy debate, including behav-
iours such as:

• overconfidence – investing in the complete absence of
information or, in this case, relying, despite advice on
current savings, for retirement

•  over-reaction – exaggerated response to new informa-
tion, or the inability to measure financial gain from a
long-term perspective

• selflessness – giving to charity despite one’s financial 
situation

• loss aversion – delayed entry into, or exit from, a finan-
cial situation inconsistent with one’s financial best
interest (Braunstein and Welch 2002).

Linking financial information to behaviours is a diffi-
cult research challenge and, given that most research has
been conducted in the US, there is scope for similar work
to be adapted to Australian market conditions.

Despite the breadth and sophistication of research into
financial literacy, there have been comparatively fewer
studies conducted into how consumers access the infor-
mation (in the market) they require when making
financial decisions. The ascendancy of the financial
planning profession in the last two decades has occurred
alongside the restructuring of other professional financial
advice sources; for example, accountants, lawyers, stock-
brokers and other advisers (now captured under the
financial services licensing regime). As mentioned, behav-

ioural models are very important when determining the
success of financial literacy initiatives. Consumer behav-
iour in respect of the “financial advice relationship” is an
under-researched aspect of this debate. From the per-
spective of its role in shaping professional conduct and
education, the SIA believes that finance professionals
have a responsibility to contribute towards improving the
financial literacy of their clients. From a behavioural per-
spective, when clients approach a financial adviser they
usually have a specific issue to resolve (for example,
“How much money do I need for retirement? How can I
restructure my investments to adjust to a certain income
level?”). In keeping with the spirit of financial services
reform, financial advisers need to be better prepared to
read behavioural traits in their clients, test levels of
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understanding, and tailor advice (and/or services) to
both the client’s requests and what the professional
understands the client may need.

The SIA has supported the broad financial literacy ini-
tiatives of large financial institutions, especially those of
banks, who have sought to inform (and protect) their
consumers. Equally, the government’s allocation of
funding towards establishing a Financial Literacy foun-
dation provides a solid basis for improving Australians’
awareness of personal responsibility in retirement
planning. The SIA believes the third pillar of financial
literacy rests with professionals. As mentioned, the SIA is
expanding its program of professional conduct education
in relation to financial literacy – initially spearheaded by
The Superannuation Legislation Amendment (Choice of
Superannuation Funds) Act 2004 (the Choice of Fund
Act) – and informing financial advisers on presenting
Super Choice options to clients.

Conclusion: Financial literacy in perspective
Financial literacy is a benefit for all Australians in the
landscape of an ageing population. The terms of the
debate thus far have focused on broad understandings of
financial concepts and not specifically on educating
Australians regarding retirement planning. The educa-
tional initiatives by both government and industry
(including the SIA) with respect to Super Choice bode
well for increasing awareness generally about the
adequacy of super, voluntary contributions and flexible
transitions from work to retirement. As emphasised in
this chapter, the behavioural dimensions of financial
decision-making are equally important when improving
financial literacy. To this end, the SIA endorses the view
that professionals must bear some responsibility for iden-
tifying gaps in client understanding and addressing those
gaps with education that is specific to the problem at
hand – investment, retirement, estate planning and so on.
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Introduction
In many countries, particularly those of Western Europe,
predicted shortfalls in labour will impact sooner and will
be more severe than will be the case in Australia.
Policymakers in these countries, after a long period when
the emphasis was on early retirement, are now turning
their attention to the development of active labour
market policies for older workers. Also, more broadly,
they are looking, under the “active ageing”2 banner, to
the wider participation of older people in society,
including access to learning. This chapter considers the
nature and impact of these developments.
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Analysing the International Adult Literacy Survey which
was carried out among 12 countries, with adults defined
as aged 25–64,3 O’Connell (1999) reports several impor-
tant findings:

• The employed are more likely to undertake continuing
education or training than the unemployed, and both
are more likely to undertake learning than the eco-
nomically inactive.

• Those with higher levels of education are more likely to
participate in learning and do so for longer.

• Younger workers are more likely to participate in
learning and for longer.

• When those in employment are considered separately,
there is less of a discrepancy in terms of participation
rates by age, particularly when job-related training only
is considered.

• Employees in larger firms are more likely to undertake
learning.

These findings, echoed in numerous other studies, point
to the scale of the challenges policymakers face if they are
to level the learning playing field for what is a particularly
disadvantaged group – economically inactive older
workers – while engaging smaller enterprises, where policy,
knowledge and understanding of issues related to ageing
are known to be under-developed. The following section
begins with a discussion of current debate and policy at the
European Union level, before going on to discuss recent
policy developments in the three largest European
economies: France, Germany and the United Kingdom.

Commentary on public policy
Recently, European policymakers have been very active in
terms of initiatives on ageing and work. Three European-
level agreements on older workers should be influencing
public policy at national levels. These are targets agreed to
at the Barcelona and Stockholm European Councils and
the European Equal Treatment Directive.

At the Lisbon European Council (European Council
2000), the European Union set itself a strategic goal for
the next decade of becoming the most competitive and
dynamic knowledge-based economy in the world, capable of
sustainable economic growth with more and better jobs and
greater social cohesion. The Lisbon European Council
viewed lifelong learning as a key part of the foundations
of such a transition (European Commission 2000).
Following on from this, the European Council of
Stockholm in 2001 agreed to a highly ambitious target
for the employment rate of older workers of 50 per cent
by the year 2010 (from 38.8 per cent in 2001) (European
Council 2001). Only a handful of countries have
achieved this so far and the European Commission
(2003) concludes that this remains a major challenge,
particularly in the new member states.

At the Barcelona European Council it was stated that
the burden represented by an ageing population will need
to be shared between the generations: “A progressive
increase of about 5 years in the effective average age at
which people stop working in the European Union
should be sought by 2010” (European Council 2002).
The average exit age from the labour force – regardless of
whether they are receiving a pension or not – for the EU
was 59.9 years in 2001. There are a few positive signs,
though progress remains modest overall. Progress towards
the Stockholm and Barcelona targets is discussed in detail
in a recent European Commission (2004) report.

In 2000 the European Union Council Directive
2000/78/EC established a general framework for equal
treatment in employment and occupation. The directive
aims to provide protection against age discrimination in
terms of access to employment, self-employment or occu-
pation, access to vocational guidance, vocational training
and retraining, employment and working conditions, and
membership of and involvement in any organisation of
workers or employers or a professional organisation. The
directive allows member states until the end of 2006 to
implement these provisions. A recent review concluded
that transposition of the directive has been uneven, with
little or no progress being made in some countries, while
others have complied technically, though more could be
done (Baker 2004).

Thus, European member states face immense chal-
lenges in the coming decades in tackling the issues
associated with the ageing of their labour forces, and some
have concluded that the aforementioned European targets
are now unattainable. A key component of the strategies
necessary to increase the participation of older workers
will be efforts to increase skill levels and encourage
lifelong learning, and it is apparent that policy rhetoric
around lifelong learning is being translated into concrete
actions in some countries. It is to such developments in
the largest European economies that I now turn.

Approaches to learning and training for older adults in
France, Germany and the United Kingdom

France
In France, an inter-sectoral agreement was agreed to
between the social partners in September 2003. Key
components of the agreement are as follows:

• Employees with 20 years of experience, and those over
the age of 45, regardless of experience, will be eligible
for a skills audit after being in their post for 12 months,
and will be given prioritised access to recognition of
their work experience (Validation des acquis de l’expéri-
ence, VAE).

• All employees with two years of service will be eligible
for a careers guidance interview carried out within their
company.
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• A “training passport” (passport formation) will be drawn
up and updated by the employee. This will set out the
skills and knowledge acquired.

• An individual 20-hour per year training entitlement
(droit individual à la formation, DIF) will be available
without age limit. All employees with more than 12
months of service will be accorded a 20-hour credit
year that can be rolled over for six years. Employees
who lose their jobs will be able to utilise the monetary
value of their unused credit to either fund a skills audit,
VAE or training program (OECD 2004 and
http://www.eurofound.eu.int/ewco/reports/FR0407T
R01/FR0407TR01_3.htm).

It is interesting to speculate on the likely impact of this
initiative. While the government has shown more gener-
ally a commitment to extending working lives, its
employment rate for older workers is one of the lowest in
the EU and for many years the policy objective in this
area was to exclude these workers from the labour
market. Despite recent reforms ostensibly aimed at main-
taining them in employment, a deep early exit culture
remains and against this backdrop, few firms, it seems,
have developed policies around the employment of older
workers, and there is not the widespread belief that pop-
ulation ageing will necessitate such a reorientation.
Moreover, policymaking is deeply contradictory, with
efforts to extend working life undermined by pressure to
tackle unemployment, often at the expense of older
workers. Companies, trade unions and employees have
colluded in the perpetuation of a system where 55 has
become “the normal age for definitively leaving the
labour market” (Guillemard 2004, p. 177). This has not
only had a negative effect on how older workers are
viewed by managers and supervisors, but moreover,
workers aged in their 40s are considered “nearly old” and
find their career prospects curtailed (Guillemard 2004).
This raises questions about France’s ability to promote a
lifelong learning culture.

Germany
Germany, like France, has experienced a marked decline
in labour force participation among older workers in
recent decades, so once again any discussion of new
public policies must be considered against this back-
ground. In 1999, the federal government established the
Alliance for Jobs, Training and Competitiveness initiative,
which included representatives from government and its
social partners. Its aim was to combat long-term unem-
ployment in particular and create new jobs by launching
joint endeavours within public labour market programs
and social partner initiatives.

In 2001, the partners agreed to a special program for
promoting the employment of older workers. In so
doing, a shift in the paradigm concerning public policies
for this group occurred from a primary emphasis on early
retirement to an explicit focus on preventing older
workers from becoming unemployed and promoting

their reintegration. Their joint declaration included the
following proposals (Gemeinsame Erklärung 2001):

• Create awareness among business and workers of the
benefits of lifelong learning.

• Promote vocational training for older workers, based
on both voluntary in-company actions, as well as on
collective bargaining.

• Implement financial incentives for the vocational
training of workers aged 50 and over in small and
medium-sized companies.

However, Frerichs and Taylor (forthcoming) note that
recent labour market reforms (Hartz I and II) have cur-
tailed the length and amount of funding for individual
programs of training. The maximum length for voca-
tional training has been reduced from three to two years.
Between 2000 and 2002, expenditure on training
measures totalled on average 6.8 billion euros and
involved about 550,000 workers. In 2003, the federal
employment service cut back funding of training
measures, whereby the budget was reduced to 5 billion
euros (Dobischat 2004).

This resulted in a substantial reduction of training
starts that disproportionately affected older workers
(Winkel 2003). In the first six months of 2002 there
were 260,000 new starts, but during this same period in
2003 the number fell to 122,000, a reduction of 53 per
cent. Moreover, starts among those aged 50 and over fell
by almost two-thirds, from 25,600 to 9000.

This is partly due to the fact that the only training
measures that are funded are those that are able to inte-
grate at least 70 per cent of participants into the labour
market. This results in discrimination against older
workers as high unemployment rates among this group

indicate a lack of job prospects. Another reason for the
low participation rate is that only a few training
programs are adapted to the particular needs of older
people in terms of learning style, tackling motivational
barriers and work experiences.
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Since 2002, official employment agencies have been
able to fund vocational training for workers aged 50 and
over if they are employed in a company with fewer than
100 employees and if the company pays their salary
during training. Additionally, wage subsidies are available
for participating workers who would otherwise be in
danger of dismissal. These measures terminate in
December 2005.

Thus far, adoption of these measures has been weak. In
2003, only a few hundred older workers were funded.
Reasons include the following:

• Small and medium-sized enterprises lack knowledge
about the measure.

• Official employment agencies are not active in providing
guidance to employers on how to use these measures.

• SMEs generally do not have training policies and sup-
portive cultures.

• SMEs may have difficulties in replacing workers in
training.

Regarding lifelong learning, in 2001 the Federal
Ministry for Education and Research launched an action
program called Lifelong Learning for All (BMBF 2001).
Its aims include:

• strengthening quality assurance for training

• developing standards

• promoting counselling for potential users of training
and encouraging the participation of disadvantaged
groups, including older people.

Two main initiatives have been implemented. The first
will establish or improve regional networks in all learning
areas and received funding of 118 million euros between
2001 and 2004.The second focuses on fostering the
development of continuous on-the-job learning, and will
receive funding of 100 million euros between 2001 and
2007. While thus far, no systematic evaluation is avail-
able, the impression given is that older workers and the
ageing of the labour force are not viewed as central issues.

Nevertheless, two further initiatives exist that do
consider older workers. One is an Expert Commission on
Financing Lifelong Learning, which has submitted an
interim report and data analysis describing resources and
structures for vocational training and analysing the lack
of participation of older workers (Expertenkommission
2002; Bellmann 2003). Second, the social security code
has provisions aimed at fostering learning over the life
course:

• job-rotation, which offers wage subsidies for up to one
year for recruitment of an unemployed person who
replaces an employee who is involved in training and
re-qualification initiatives

• training for unskilled workers.

United Kingdom
In its recent Skills White Paper (DfES 2005) and its
national strategy for an ageing society (HM Government
2005) the British government refers to older people’s skill
and learning needs. For instance, it proposes to develop
better web sites and guidance to older people making
decisions about careers and skills. It also states that its
primary initiative for supporting training in the work-
place – the National Employer Training Programme – will
cater for the needs of older people. In Employer Training
Pilots,4 older people appeared to benefit significantly.
Those aged 56 or over were 21 per cent more likely to
complete training and achieve target qualifications than
younger age groups (Hillage et al. 2004).

On the other hand, elsewhere the government
comments on the trials of its new Adult Learning Grant
(ALG) that is being piloted in 19 local areas, paying up
to £30 per week for full-time aged learners, though only
those aged between 19 and 30 are eligible. Meanwhile,
trials of apprenticeships for adults (over the age of 22) are
being carried out in three sectors – health and social care,
construction, and engineering – and are focused on
testing out the application of the principles of the gov-
ernment’s existing apprenticeships program to the
different needs of adults. The trials are due to last until
March 2006, and as yet there is no commitment to go
beyond this. It is also notable that the government’s
primary measures of success in its recently published
skills strategy document mainly appear to refer to young
people. Thus, on the one hand, some aspects of policy-
making appear to have a youth orientation, while
elsewhere, greater attention is being paid to issues of
lifelong learning.

Additionally, the British government announced in its
Skills White Paper that it is giving Sector Skills Councils
the remit of considering future labour supply issues,
including responding to demographic trends, noting, for
example, that some such as Skillsmart, operating in the
retail sector, are already working with employers who are
targeting older workers to meet staffing requirements.

Also, in the Skills White Paper it announced that the
existing infrastructure of careers information, advice and
guidance services for adults will be developed into a com-
prehensive service linking information on jobs,
qualifications and training. A cross-government review
will be undertaken and a business plan produced by
autumn 2005. In addition, a Skills Coaching service has
been announced. It is aimed at low-skill benefit
claimants and will provide intensive personal advice and
guidance. This will be part of the New Deal for Skills that
will roll out from April 2005 and trial a Learning Option
that will provide clients with an additional £10 on top of
their benefits if they take up a free entitlement to tuition.
Additionally, the University for Industry (Ufi) learndirect
call-centre service will be extended on a pilot basis to
offer the same kind of advice and guidance service.
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These announcements build upon existing initiatives.
For instance, the Union Learning Fund (ULF)
(http://www.unionlearningfund.org.uk/index.htm) was
launched in 1998 as a source of funding to help trade
unions promote and organise workplace learning oppor-
tunities. The fund has been allocated £39.6 million by
the Department for Education and Skills from
2003–2006 for its work. This includes:

• increasing the capacity of trade unions to promote
learning and be learning organisations

• helping unions to engage employers in staff develop-
ment and more widely in lifelong learning

• increasing learning opportunities, especially for those
who may be disadvantaged, including older workers

• providing advice, guidance and support for learners

• encouraging employers to adopt high-quality accred-
ited training.

Also, Work Based Learning for Adults (WBLA) is a vol-
untary program available locally through Learning and
Skills Councils in England and Wales, and Local
Enterprise Companies in Scotland. WBLA aims to help
long-term unemployed people:

• move into sustainable employment

• gain skills in areas where there are recognised skill
shortages

• make a transition to self-employment.

Basic Employability Training is available for people who
need extra help before they start job-related training. Those
aged 25 or over and have been out of work for six months
or more and claiming a qualifying benefit are eligible.

However, results for older workers have been mixed. A
study that aimed to investigate the use and experience of
WBLA by people aged over 50 and the factors associated
with participation, achievement and successful provision
(DfEE 2001) found that:

• people aged 50 and over were under-represented on
WBLA compared to their share of all long-term unem-
ployed people

• WBLA leavers aged 50 or over were almost as likely as
those aged 25–49 to achieve a qualification: 37 per cent
of the former compared to 38 per cent of the latter

• fewer older leavers found employment: 36 per cent
compared to 41 per cent.

Much of this difference may be explained by the higher
proportions of longer term unemployed and of Basic
Employability trainees among those aged 50 or over. Fewer
trainees of these types in both age groups get jobs. But
trainees aged 50 or over who had been unemployed for
three years or more and non-Basic Employability trainees
who had been unemployed for less than six months were
less likely to get jobs than their younger counterparts.

A more recent evaluation of WBLA (NCSR/PSI 2004)
found that a further component, Short Job-Focused
Training (SJFT), accelerated entry to employment.
Participation increased the chances of being employed
within about five months after enrolling. The effect size
was in the region of 5–7 percentage points. However, it
was short-lived and no impact was evident by the ten-
month mark. However, there did appear to be a sustained
effect for clients aged 50 years or over.

Finally, in 2001, the government launched Skills for
Life, a national strategy for improving adult literacy and
numeracy skills (DfES 2004). It set a target based on the
number of adults demonstrating improved skills and
achieving recognition of their efforts through national
qualifications of 750,000 by 2004, evidenced by the
achievement of a national qualification. A National Audit
Office report concluded that this had been achieved
(http://www.lifelonglearning.co.uk/ln04084.htm).
Actions have included:

• boosting demand for learning through promotion cam-
paigns, and by engaging parts of government and
employers in identifying and addressing the literacy
and numeracy needs of clients and employees

• coordinating planning and delivery to meet learners’
needs

• raising the standard and quality of literacy and
numeracy provision

• reducing barriers to learning.

Conclusion
It is apparent that these large European nations, which
have hitherto primarily focused on the learning and
training needs of younger people, are now taking steps,
sometimes faltering, towards a wider vision of learning
that takes account of demographic changes. There are
enormous challenges ahead. For policymakers, reactivating
the economically inactive will be a major hurdle, given
their low skill levels, and, as shown, low propensity to par-
ticipate in learning activities. Already, as noted above,
countries have run into difficulties in terms of realising
European targets for the employment of older workers.

As I have also noted, there is apparently sometimes a
preference still to focus efforts on front-loading learning,
while initiatives that purport to help older workers have
had mixed results so far. A sharper focus on the learning
needs of older people is almost certainly required if gov-
ernments are serious about providing them with what are
commonly regarded as two of the central tenets of the
active ageing approach – opportunity and choice – and if
working lives are to be extended significantly.
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END NOTES

1 Faculty of Social and Political Sciences, University of Cambridge and Business, Work and
Ageing Centre for Research, Swinburne University of Technology.

2 The World Health Organization in its Active Ageing Policy Framework (2002) defines
active ageing as “the process of optimizing opportunities for health, participation and
security in order to enhance quality of life as people age”.

3 A weakness the author acknowledges, when one is considering “lifelong” learning.

4 The Employer Training Pilots (ETP) were established in September 2002, to test the
effectiveness of an offer of free or subsided training to employees; wage compensation
(of various levels) to their employers for giving time off to train; and access to informa-
tion, advice and guidance.
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