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Abstract

This paper begins with an examination of the extent of a ‘skills
crisis’ in the Australian labour market and suggests that this is not
as severe as public perceptions suggest. Except for the mining in-
dustry, the proportion of employers experiencing a lot of difficulty
recruiting workers because of skills shortages is not large enough
to warrant the term ‘crisis’. On the other hand, a large proportion
of employers report that their employees have skills beyond what
is needed in their jobs. Assessments by employees of the use of
their skills also point to the existence of an ‘overskilled’ workforce.
In the main part of the paper, research is presented which investi-
gates a number of aspects of skills use in the workplace. Not only
do significant numbers of employees report not using their skills,
but many also experience a lack of opportunity to enhance their
skills in the workplace. While occupational and industry char-
acteristics explain much of the pattern in skills use, the extent of
casual and part-time employment is also important.

1 Introduction

In 2005 Australia discovered it was in the midst of a ‘skills crisis’. The
number of newspaper articles dealing with the ‘crisis’ leapt from 37 in
2004 to 162 in 2005. It then climbed to 197 in 2006 and reached 211 in
2007, an election year.1 Over the same period, however, The Common-
wealth Government’s index of skilled vacancies fell steadily (DEWR,
2008). Of course, a listing of vacancies without information on appli-
cants, or how long the vacancies remained unfilled, is no sure indicator
of skills demand. But this apparent mismatch does raise the question:
just how severe is the skills shortage in Australia?

In this paper I look at a range of survey data which throw some light
on this question. I also go beyond the focus on skills supply, which
dominates much of the debate, to look more closely at how employers
make use of the skills already at their disposal, namely their existing
workforce.

In summary, I find that about 15 per cent of employers report a lot
of difficulty in recruiting staff and attribute this to a shortage of skills
in their industry. On the other hand, from a ‘skills gap’ perspective,
between 37 and 40 per cent of employers report that their employees
have skill levels above what they require, while only 5 per cent report
that their employees have skill levels below that required. From the point
of view of employees, between 10 and 20 per cent of them are working in

1 Dow Jones Factiva counts for articles in ‘Australian key newspapers’ searching on the
terms ‘skills crisis’ or ‘skill crisis’. In 2003 the number of articles was just two.
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jobs where their skills are not utilised, while about 14 per cent lack the
opportunity to enhance their skills through their work. These figures
are much higher among lower skilled occupations and in low-wage ser-
vice industries. Finally, there are strong negative associations between
contingent work—that is, casual and part-time jobs—and skills use and
enhancement.

2 A skills crisis?

There can be little doubt that there are major skills shortages in some
sections of the labour market, but how severe is the problem? Reports
for employer associations have emphasised the shortages:

As part of an increasingly open world, Australia’s future eco-
nomic fortunes depend in part on our having access to, and
making use of, the skills that will help our industries to be
world class . . . Most employers are having difficulty finding
at least some of the skills they need, especially tradespeople,
technicians and paraprofessionals, and engineering profes-
sionals . . . (Allen Consulting Group, 2006, pp. vii & ix).

Before trying to quantify what ‘most employers’ might mean, it is
worth drawing the distinctions between recruitment difficulties, skill short-
ages and skill gaps. These can be summarised as follows:

• recruitment difficulties point to situations where employers have
difficulties in filling vacancies, something which may be due to
‘characteristics of the industry, occupation or employer, such as
relatively low remuneration, unsatisfactory working hours, loca-
tion hard to commute to’;

• skill shortages occur ‘when employers are unable to fill . . . vacancies
for an occupation . . . at current levels of remuneration . . . ’; and

• skill gaps reflect the situation ‘where existing employees do not
have the required qualifications, experience and/or specialised skills
to meet a firm’s skill needs’. (ABS, 1367.5, p. 15).

Some valuable insights into employer recruitment experiences can
be found in the NCVER’s Survey of Employer Use and Views of the VET
System (called SEUV for short). This was conducted (in a comparable
form) most recently in 2005 and 2007. In 2005, when asked about the
level of difficulty they faced in recruiting staff over the last 12 months,
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about 21 per cent of all employers reported ‘a lot’ of difficulty and an-
other 20 per cent reported ‘some’ difficulty. In 2007 the figures were 24
per cent and 20 per cent respectively.2

As noted above, there are a number of reasons why employers find
difficulty in recruiting staff. To focus more precisely on skill shortages,
rather than just recruitment difficulties or even labour shortages, it is
necessary to pinpoint those employers who gave, as their reason for dif-
ficulties with recruitment: ‘a shortage of skilled people in the industry’.
Moreover, if our concern is to examine the extent of a ‘crisis’, then a fur-
ther restriction is warranted: those employers who alluded to ‘a lot’ of
difficulty in recruiting. With these qualifications in mind, we can arrive
at an estimate for the proportion of all employers facing skills shortages.
In 2005 this was 14 per cent and in 2007 it was 15 per cent. A breakdown
across all industries is shown in Figure 1.

Figure 1: Employers reporting industry skill shortages 2005 and
2007, by industry
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Source: SEUV 2005, SEUV 2007.
Note that a single solid dot means figures for both 2005 and
2007 are the same, since the solid dot obscures the open dot.

The most striking aspect of these data in 2005 was the similarity of
this measure across industries, with the notable exception of mining. At 34
per cent, this industry was a clear anomaly. The remaining industries
ranged from a low of 9 per cent (property and business services) to a
high of about 20 per cent (personal and other services). By 2007 mining
had pulled further ahead—at 56 per cent—but most other industries had

2 When the sample is restricted to just those employers who tried to recruit staff, the
figures rise to 24 per cent and 23 per cent respectively in 2005, and 28 per cent and 23
per cent in 2007.
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remained at or below 20 per cent. Some industries had dropped (elec-
tricity, gas and water supply, education and cultural and recreational
services), while a number of other industries had risen (finance and in-
surance, property and business services, and government).

Even were we to focus on employer responses to recruitment which
included ‘some’ difficulty as well as ‘a lot’ of difficulty, it would be diffi-
cult to reconcile the survey evidence with the notion of a growing ‘crisis’.
The proportion of all employers who reported either ‘some’ or ‘a lot’ of
difficulty recruiting, and who attributed this to shortages of skilled peo-
ple in their industry, was about 28 per cent in 2005. By 2007 this figure
was 26 per cent. Indeed, with a few exceptions, the figure had fallen
slightly across most industries. In mining, one of the few industries
which witnessed a rise over this period, the increase was 11 per cent
(from 52 per cent to 63 per cent).

Employer survey data like these two SEUV datasets are not the only
data which cast doubt on the existence of a widespread ‘skills crisis’ in
Australia. Wage movements over the last few years, with the notable
exception of mining, have not been consistent with the growth of major
labour shortages, let alone a ‘skills crisis’. In 2004–2005 wages grew at an
annual rate of 3.8 per cent. This figure rose to 4.1 per cent in 2005–2006
and then fell back to 4.0 per cent in 2006-2007. Over this same period,
annual wages growth in mining rose from 4.0 per cent to 6.1 per cent
(ABS, 6345.0, March 2008). These are nominal rates, and do not take
account of inflation, which grew at 2.4 per cent over 2004-2005, at 3.2
per cent over 2005–2006 and at 2.9 per cent over 2006-2007.3

3 Skills and workforce development

Much of the debate around the ‘skills crisis’ has taken it for granted that
the education and training system simply needs to produce more skilled
workers. There has been little attention given to the extent to which the
existing skills of the workforce are currently utilised. This highlights
the third distinction noted earlier: skills gaps, and their counterpart,
over-qualified or ‘overskilled’ workers. The recognition of these lead us
from the labour market into the workplace, and the core issue of work-
force development, something which is central to the Skills Ecosystem

3 The DEWR Skills In Demand series (DEWR, 2006) does provide useful information
about which trade and professional occupations face skills shortages (and it makes
the important distinction between recruitment difficulties and actual skills shortages).
While this publication provides a good geographical perspective (such as whether the
shortage is state-wide, metropolitan or regional) there is no attempt to quantify such
shortages or provide a time series index. As a result, it is not feasible to gauge changes
over time, and to assess just how severe current skills shortages really are.
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approach (see Windsor and Alcorso, 2008). Looking at the issue more
broadly, it’s clear that for some time now the current international de-
bate on skills has moved beyond simply focusing on the supply of skills.
How existing skills are utilised within workplaces has come to be seen
as crucial in achieving good economic and social outcomes. As Keep
and Mayhew (1999, p. 12) argue with respect to VET policies in the UK:

. . . skills are often a third-order issue. Unless and until first-
order questions, such as choice of product market and com-
petitive strategy, and consequent second-order decisions about
work organization and job design, are confronted, the un-
derlying causes of [the] . . . skills problem will continue to
be ignored. The danger of policies . . . which concentrate on
boosting the supply of qualifications and formalized skills
and knowledge is that they appear to offer a relatively swift
and simple short cut to a wide-ranging set of desired out-
comes . . . without having to confront complex and difficult
choices about how businesses choose to compete.

Clearly, many of these of issues are beyond the scope of this paper.
But how skills are utilised in workplaces and how this links to aspects
of work organisation are canvassed in the remainder of this paper. But
before looking more closely at workplaces, another labour market di-
mension of the skills issue is examined: over-qualified workers.

3.1 Over-qualified workers: the conventional approach

Assessing whether workers are over-qualified or ‘over-educated’ has
been a common approach to assessing the utilisation of skills.4 For
example, Ingrid Linsley drew this connection when summarising her
findings: ‘In Australia close to 30 per cent of workers are overeducated
and are underutilising their skills’ (Linsley, 2005, p. 121). Linsley also
showed that about 21 per cent of workers with a degree were working
in jobs which did not require that level of education, while about 46 per
cent of workers with a vocational qualification were in jobs not requiring
that level of skill.5

In its series Education and Work, the Australian Bureau of Statistics
published data on the occupation and highest level of non-school qual-

4 Abrahamsson et al. (2004, p. 16) offers the following definition of overeducation: ‘The
concept of overeducation highlights the mismatch of employee’s education levels and
skill requirements within a certain segment of the labour market or the match at in-
dividual level within a specific work context.’

5 Some research in Britain puts the level of over-education in that country at about 20
per cent (Green et al., 1991). Other research puts the figure higher, at closer to 30 per
cent (see Mavromaras et al. (2007, p. 2)).
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ification of its respondents. Similar to Linsley, the ABS data for 2006
showed that about 20 per cent of tertiary graduates were working in
jobs which did not require that level of education. The proportion of
VET graduates (Certificate III/IV) working in jobs not requiring these
qualifications was about 35 per cent, a figure somewhat lower than Lins-
ley’s (ABS, 6227.0, Table 12).

In an important study by Cully et al. (2006) looking at VET gradu-
ates in NSW, the authors found that only one in four persons achieved
a match between the intended occupation (based on the training they
undertook) and the actual occupation in which they were subsequently
employed. But the report argued that mismatches should not be un-
expected, given the complexity and flexibility of the Australian labour
market: ‘the opportunities for job mobility are plentiful’ (2006, p. 7).
In an interesting variation on the traditional matching approach, Cully
et al. (2006, p. 34) contrasted the intended occupation of VET students
with their destination occupations and showed that about 15 per cent of
students were eventually employed at lower skill levels than intended
in terms of the training they undertook. Among some occupations, for
example associate professionals, the proportion was more than double
this. In making an overall assessment, Cully et al. (2006, p. 35) defined
outcomes as either ‘good’ or ‘poor’,6 and they judged that about 70 per
cent of VET graduates in 2005 experienced a good outcome and 29 per
cent experienced a poor outcome.

In an important insight, the authors argued that:

. . . completing a vocational education and training qualifica-
tion provides an initial fillip to many young people that facil-
itates their transition into employment, but over time it is the
skills and experience while in work that are much stronger
determinants of people’s employment status and skill level
in employment (Cully et al., 2006, p. 31).

This raises the important issue of what happens to workers in their
jobs, and the skills dimension of this. From a different perspective this
theme has been termed ‘overskilling’ and a recent study of Australia
and Britain argued that examining how workers utilise their skills is a
more useful measure of labour market mismatch than is the traditional
focus on over-education (Mavromaras et al., 2007, p. 27).

6 By good, they meant that the individual was employed after training in their intended
occupation; or, they were employed at the same, or at a higher skilled level; or, they
were enrolled in studying towards a higher level of qualification. On the other hand, a
poor outcome was one where, after training, the individual ended up at a lower skill
level than their intended occupation or was unemployed; or, was not undertaking
further study; or, was not studying for a higher level qualification.
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3.2 Skills use

In the remainder of this paper I draw on a number of national datasets,
based on both employer and employee surveys. The full details are
found in the appendix. In the case of employers, the main source is the
SEUV data from 2005 and 2007. These surveys asked employers to rate
the skill levels of their employees relative to their organisational needs.
They were asked whether these skills were above what was required,
adequate, or below what was required. The results, by industry, are
shown graphically in Figures 2 and 3. In 2005 about 58 per cent of em-
ployers rated the skill levels of their workforce as adequate. Only 5 per
cent of employers regarded the overall skill levels of their workforce as
below what was required, and this barely reached double figures (10 per
cent in construction). Finally, and most strikingly, some 37 per cent of
employers regarded their employees as having skill levels above what
was required. This figure was high in a number of quite diverse indus-
tries, reaching 47 per cent in education and 46 per cent in manufactur-
ing. By 2007 the proportion of employers who viewed their workforce’s
skill levels as adequate was 54 per cent. The proportion who regarded
these levels as below what was required was still 5 per cent. And the
proportion who regarded these skills levels as above requirements was
40 per cent. In several industries this proportion was in the 50 and 60
per cent range. Again, the proportion who regarded their workforce as
having inadequate skills barely reached double figures: 11 per cent in
manufacturing and in finance and insurance.

These SEUV results have provided an employer perspective on skills
gaps and ‘overskilling’. To gain an employee perspective we have access
to a number of other surveys. The NCVER’s Student Outcome Survey
(SOS 2005) and its Down the Track Survey (DTT 2004) asked respondents
to agree or disagree with these two statements:

1. “My job lets me use my skills and abilities”; and

2. “My job provides training and learning opportunities to improve
my skills and knowledge”.

The Household, Income and Labour Dynamics in Australia Survey
(HILDA) survey phrased its skills questions differently and respondents
were asked to offer agreement on a scale from 1 to 7. Nevertheless, they
were reasonably comparable to the NCVER questions. The advantage
of the HILDA dataset is that it represents the employed population as a
whole, not just VET graduates (nor just young people, as in the DTT).

According to the SOS, about 10 per cent of respondents disagreed
that they used their skills. Another 10 per cent were ‘fence sitters’ and
did not positively agree that they used their skills. The DTT put these
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Figure 2: Employers reporting employees had skill levels below that
required by the organisation

Per cent

Total
Personal and Other Services

Cultural and Recreational Services
Health and Community Services

Education
Government Administration and Defence

Property and Business Services
Finance and Insurance

Communication Services
Transport and Storage

Accommodation, Cafes and Restaurants
Retail Trade

Wholesale Trade
Construction

Electricity, Gas and Water Supply
Manufacturing

Mining
Agriculture, Forestry and Fishing

5 10 15 20

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

2005
2007

●
●

Figure 3: Employers reporting employees had skill levels above that
required by the organisation
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Source: SEUV 2005, SEUV 2007.
Note that a single solid dot means figures for both 2005 and
2007 are the same, since the solid dot obscures the open dot.
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figures at 14 per cent (disagreed) and 15 per cent (neither). The figure
from HILDA closely corresponded to this: about 14 per cent scored from
1 to 3 on the 7 point agreement scale, which constituted a very low re-
sponse (since the mean figure was 5.3 and the median was 6). When the
HILDA sample is restricted to those with VET qualifications, it provides
a population figure of 11 per cent which closely corresponds to the SOS
figure. It seems clear from these four different measures that the rate
of skills under-utilisation is somewhere near 15 per cent, though it is
probably closer to 20 per cent if one splits the ‘fence sitters’ in half.

When these data are disaggregated by industry and occupation, the
results are predictable. Among the two lowest skilled occupations—
elementary clerical, sales and service workers and labourers—the pro-
portions reporting that they did not use their skills varied from around
the 20 per cent to mid 35 per cent range. In two of the lowest skilled ser-
vice industries—retail trade and accommodation, cafes and restaurants—
the proportions varied from the low 20 per cent to the high 20 per cent
range.

3.3 Skills enhancement

As well as asking about skills use, these various surveys also asked re-
spondents about their opportunities to improve their skills. About 14
per cent of employees reported that they did not have the opportunity
to enhance their skills on the job.7 As one might expect, this situation
was very much influenced by occupation: the least skilled occupations
had the most limited opportunities. Over one fifth of all labourers and
elementary clerical, sales and service workers lacked the opportunity to
enhance their skills. By way of contrast, only about one tenth of asso-
ciate professionals and tradespersons were in this situation. From an in-
dustry perspective, a number of industries had high proportions of their
workforce with limited opportunities for skills enhancement: wholesale
and retail trade, accommodation, cafes and restaurants, manufacturing,
and transport and storage. Those industries where workers did have
greater opportunities to enhance their skills included mining, utilities,
construction, government, education and health and community ser-
vices. It is worth noting that this mix of industries includes those with
either high proportions of professional workers or high proportions of
tradespersons.

7 These figures come from the SOS (14 per cent) and the DTT (15 per cent). The Figures
from HILDA, for a similar question, were much higher: 28 per cent among all HILDA
respondents and 25 per cent among HILDA respondents with VET qualifications.
Across most occupations, the HILDA figures are generally about double what the
NCVER data sources indicate. Among the lower skill level occupations, the figures
in HILDA reached nearly half of the population (47 per cent), while among the DTT
the highest figures were just under 30 per cent.
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3.4 Skills and contingent work

Contingent work has been on the rise in the Australian labour market
over the last two decades (ACIRRT, 1999; Watson et al., 2003). In their
overview of workplace change over the last decade, Martin and Healy
(2008, p. 7) observe that a major component of organisational change for
many firms has been ‘a drive to reduce operating costs’. And ‘the prin-
cipal routes to this form of change have been downsizing and increasing
use of “non-standard” forms of employment such as casual and agency
staff.’ While such changes can lead to employees undertaking a more
diverse range of tasks and more on-the-job learning, they can also lead
to increased work intensification and high job turnover. Certainly, the
adverse impact of contingent work on workplace training is well doc-
umented (Hall et al., 1998, 2000). But what about skills utilisation? Is
contingent work adversely related to that dimension of skills develop-
ment? It is clear that low skilled occupations and industries have work-
ers whose skills are under-utilised. But do casual jobs involve less skills
use? And what about part-time jobs? Similar questions can be posed
when it comes to skills enhancement. As noted above, less skilled work-
ers get less opportunity to enhance their skills on the job. But if that job
is casual, or part-time, does that make a difference?

To explore these questions, two regression models are fitted to the
HILDA data. The implementation of this modeling is detailed in the ap-
pendix, but the overall approach entails transforming the HILDA indi-
vidual data into aggregate data, and then analysing the characteristics of
the jobs in this aggregate data. In what follows I do not model individual
skills use and how this relates to demographic, workplace and labour
market characteristics. Rather, I model the associations between ‘jobs’
and these various characteristics.8 A job is defined as an occupation in
an industry (for example, an automotive trades worker working in re-
tailing, or a cleaner working in accommodation). This has the advantage
of using the more finely disaggregated two digit occupational coding
(eg. cleaners or factory labourers, rather than labourers). Controlling
for broad occupational skill levels in the regressions,9 takes account of
the obvious link between the nature of the job (eg. cleaning or teaching)
and its pre-existing, generic skill level (5 and 1, respectively).

8 It is important to stress this distinction between individuals and jobs. The latter is
an aggregate unit of analysis, composed of the characteristics of many individuals.
As with the ecological inference problem one needs to be aware that results at this
aggregate level may not apply at the individual level. See Robinson (1950) and King
(1997).

9 Based on the five fold occupational classification of skill levels used by Cully (2003,
p. 13).
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In the first regression model, the questions posed to the data take
the form: are jobs with poor mean scores on skills use associated with
jobs with high concentrations of casuals, or jobs with low proportions of
VET graduates, and so on? In other words, the outcome variable in these
regressions is the mean score for skills use and the explanatory variables
are the proportions of workers with various demographic, workplace
and labour market characteristics in those jobs. In a few cases, these
are not proportions but mean values (eg. average number of years of
education, or average number of years of occupational tenure). All of
the explanatory variables, except for skill level, have been standardised
(see appendix for details).

The detailed results are found in the appendix and the key findings
are presented in graphical form (Figures 4 and 5). The panels in the
graphs show the strength and direction of the association between the
outcome variable, and the various explanatory variables which are in
the model. If the line slopes backwards, this indicates a negative as-
sociation. The steepness of the line indicates the strength of the effect.
The data behind these graphs are based on predicted values, with all
other variables set to their mean values. Essentially, this means that
each panel in the graphs shows the net effect of that variable (eg. occup-
ational tenure) on the outcome (eg. skills use), controlling for the influ-
ence of all other variables in the model.10

Figure 4 shows the results for skills use. There are positive asso-
ciations for occupational tenure, proportions of small business, youth
intensity, public sector employment and VET qualifications. A negative
association exists between skills use and the degree of casualisation. The
positive effect for occupational tenure is to be expected: occupational
tenure is a measure of career development, with longer years associ-
ated with greater seniority and more scope to use one’s skills and abil-
ities. The other positive effects are not only considerably weaker, but
are also less precise. At first glance, the positive effects for small busi-
ness and the public sector may appear contradictory. But on reflection
they do make sense. Small businesses typically require their workers
to be ‘jacks of all trades’, and opportunities to show initiative in such
workplaces are often available. The public sector, while bureaucratised
and sometimes prone to the stifling of initiative, nevertheless provides
structured opportunities for career development, as well as movement
between departments. As for the negative effect for casualised work,
this is one of the strongest effects in the model and shows that the links
between contingent work and skills use is not just a question of occupa-
tional differences.

10 The dashed lines indicate confidence intervals around the predictions and allow one
to assess how precise the predictions are at different levels of the explanatory vari-
able. Wherever feasible, the x-axis scales have been kept consistent, to facilitate direct
visual comparisons.
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Figure 4: Factors influencing the use of skills in jobs

Occ Tenure

U
se

S
ki

lls

−1.0 −0.5 0.0 0.5 1.0

4.
0

4.
5

5.
0

5.
5

Casual

U
se

S
ki

lls

−1.0 −0.5 0.0 0.5 1.0 1.5

4.
0

4.
5

5.
0

5.
5

Small Business

U
se

S
ki

lls

−1.0 −0.5 0.0 0.5 1.0 1.5

4.
0

4.
5

5.
0

5.
5

Youth

U
se

S
ki

lls

−1.0 −0.5 0.0 0.5 1.0 1.5

4.
0

4.
5

5.
0

5.
5

Public Sector

U
se

S
ki

lls

−0.5 0.0 0.5 1.0 1.5

4.
0

4.
5

5.
0

5.
5

VET

U
se

S
ki

lls

−1.0 −0.5 0.0 0.5 1.0 1.5

4.
0

4.
5

5.
0

5.
5

Skill Level

U
se

S
ki

lls

●

●

● ●

●

One  Two  Three Four Five 

4.
0

4.
5

5.
0

5.
5

−
−

− −

−

−
−

−
−

−

Source: Regression results from HILDA data. See appendix for more details.
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Figure 5: Factors influencing opportunities for skills enhancement
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Turning now to the issue of skills enhancement, a similar modelling
strategy is applied. Again, the detailed results are shown in the ap-
pendix, and the key findings are illustrated in Figure 5. There are pos-
itive associations for the youth intensity of jobs, public sector employ-
ment and holding VET qualifications. In other words, jobs which have
high proportions of these are also jobs where skills enhancement is more
likely. On the other hand, jobs with higher levels of part-time employ-
ment and under-employment are jobs where there are less opportunities
for skills enhancement.

While the pre-existing skill level is included in the model as a control,
to take account of occupational confounding, it is interesting to note
pre-existing skills only appear to matter among the highest skilled jobs.
There is little variation among the other four skills levels. This contrasts
with the skills use results, which showed an almost linear association
between skill levels and skills use (see the last panel in Figure 4).

In summary, the overall impression conveyed by Figure 5 is consis-
tent with the findings for skills use. Again, contingent work appears to
be deleterious for skills development. However, where casual employ-
ment was associated with a reduced likelihood of using skills in jobs,
it is part-time work and under-employment which are more strongly
associated with reduced opportunities to enhance skills.

4 Conclusion

The most recently published research has indicated that about 30 per
cent of workers are over-educated for the jobs that they are doing and
the figure for those with VET qualifications is even higher. Earlier fig-
ures from the ABS are consistent with these findings, though they place
the figures at a lower level. NCVER research looking at VET graduates
found that about 15 per cent of them were under-employed in terms
of skill. Indeed, the NCVER research suggested that nearly 30 per cent
of VET graduates had poor outcomes when it came to matching edu-
cation experiences with intended occupational outcomes. These prob-
lems with mismatches between the supply and demand for skills in the
labour market are, however, only one dimension of the skills issue. As
both the NCVER and HILDA data reported in this paper have shown,
there are also significant problems when it comes to the utilisation and
enhancement of skills within the workplace.

As noted above, when asked to rate the skill levels of their workforce,
relative to their organisational needs, between 37 and 40 per cent of em-
ployers indicated that their workers had skill levels above what was
required. Only 5 per cent of employers indicated that their employees’
skills were below what was required. From an employee perspective,
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their existing skills are often going to waste in the workplace. In some
occupations and industries as many as 30 per cent of the workforce lack
the opportunity to use their skills, or to enhance them.

While there is some variability around particular data items, the main
fault line is the division between public sector industries like govern-
ment and education and low-wage service industries like retail trade
and hospitality. Whether it be skills use or opportunities for skills en-
hancement, the former group of industries are invariably associated with
positive outcomes, the latter with negative ones. Clearly, these indus-
tries are highly occupationally specific: the former dominated by man-
agers and professionals, the latter by intermediate and elementary cler-
ical, sales and service workers (and, to a lesser extent, labourers). How-
ever, this does not mean that skills development is unnecessary in retail
trade or hospitality. Indeed these are industries highly reliant on well
developed social skills. All too often these skills are assumed to pre-
exist employment and are therefore not prioritised as an area for further
development. This is particularly so in the case of women returning to
the workforce, whose years of child rearing and domestic labour have
fostered a large range of ‘tacit’ skills which employers are quick to make
use of, even if they don’t formally acknowledge them (Norris et al., 2003,
p. 354).

As well as the key determinants of industry and occupation, con-
tingent work stands out. Those workers employed in this fashion do
poorly when it comes to skills development and this cuts across both
industry and occupation. One of the distinguishing features of the last
decade has been strong employment growth alongside an expansion in
contingent employment. While much of this expansion has been un-
derway for several decades, its persistence during a period of buoyant
economic growth has been startling. Thus, whereas the unemployment
rate reached an historic low of 4 per cent during this period, the under-
utlisation rate—which incorporates a measure of under-employment—
was still above 11 per cent in 2007.

Casual employment has not only grown strongly during the last two
decades, but it has steadily expanded into new areas and and made in-
roads into the full-time workforce. There has been strong growth in
‘traditional’ areas of casualisation, industries where fluctuating time-
periods of consumer demand or seasonal factors have pushed employ-
ers towards engaging staff in this way. However, there has also been
strong growth in industries which do not fit this pattern of fluctuation
or seasonality, industries like finance and insurance, where there has
been a tripling of casualisation rates over this period.

There has been considerable debate in Australia about this growth
in casualisation. While the detractors, such as Burgess and Campbell
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(1998b,a); ACIRRT (1999); Watson et al. (2003), have emphasised the pre-
carious nature of this kind of work, the defenders have argued that var-
ious non-standard forms of employment, such as casual and part-time
jobs, provide flexibility to both employers and employees (Wooden,
2000; Wooden and Warren, 2003). The latter are seen to benefit by gain-
ing greater choice in balancing work and non-work activities. From
within this perspective, casual jobs—particularly if they are part-time
jobs—can be seen as desirable jobs:

. . . the persons who are most content with their jobs are those
in part-time jobs, and it appears to matter little whether these
workers were hired on a permanent, casual or fixed-term ba-
sis (Wooden, 2001, p. 65).

However, to understand the links between skills and various forms
of contingent work, we need to focus on employer strategies rather than
just employee preferences. In this regard, it is useful to distinguish
between the engagement of labour, its deployment, and its develop-
ment. The first refers to the employment relationship, the second to the
labour process in the workplace, and the third refers to skills develop-
ment through working.11 At first glance, casual status is simply a mode
of engagement—a short-term contract of employment with additional
compensation paid in lieu of lost entitlements. Yet casual employment
can be more than just this: it can also be a strategy for the deployment of
labour: a way of maintaining a just-in-time workforce in order to min-
imise costs. In this context, contingent employment arrangements can
be seen as a strategy by some employers intent on driving down costs
to gain ‘access to labour without obligation’ (Gonos, 1997).

Consequently, once engaged, many casuals are deployed in a differ-
ent way in the workplace compared with permanents. Their reduced
entitlements reflect the reduced obligations owed to them. In monetary
terms, they are usually compensated with higher hourly rates of pay
and this often suits those employees—like students—whose long term
future lies elsewhere. But for those casuals intent on staying around
for the long haul, this second-class status has major implications for
their skill development. On a day-to-day basis, the skills content of
their work is not deepened. This may reflect the kind of work they are
doing—often the least skilled or most routine—but it may also reflect
their subordinate status in the workplace (the ‘temp’ who is just filling
in). A body of research has shown that casuals face only limited train-
ing and career opportunities in the workplace (Pocock et al., 2004; Hall
et al., 1998, 2000; Connell and Burgess, 2006), and their lack of access to
training is also evident in the HILDA data.12

11 For more on these distinctions, see Watson et al. (2003, ch. 10).
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In the case of part-time workers, the problem is compounded because
so much casual work is part-time. However, it is also clear that part-time
work, in itself, raises problems of access to training and skills develop-
ment. The NCVER data examined in the research for this paper indi-
cated that twice as many permanent part time workers, compared to
permanent full time workers, felt that they were not using their skills
and abilities at work. There is an important gender issue here, as the
literature shows that many women workers find that their presence in
the workplace is not taken seriously if they choose to work part-time.
Being given more challenging work, and the opportunity to learn new
skills, goes with the full-time jobs, not the part-time ones.

Part-time jobs are also characterised by lower pay than their full-
time equivalent jobs, and this appears to be worsening over time (see
Whitehouse (2002, p. 388) and Joshi et al. (1999, p. 561)). The notion that
‘part-time work equals low pay’ has led some writers to regard part-
time work as a ‘trap’ which marginalises women in the labour market.
Yet part-time jobs are obviously a desirable destination for many work-
ers who wish to balance paid work with other aspect of their lives. In
Sweden, for example, part-time work has ‘not marginalized women but,
on the contrary, has increased the continuity of their labor force attach-
ment, strengthened their position in the labor market, and reduced their
economic dependency’ (Sundström, 1991, p. 167). But Australia is not
Sweden and many of the advantages which part-timers encounter in the
Swedish labour market are absent here.13 What characterises Australia’s
female part-time workforce is its high incidence of casualisation: more
than 50 per cent of the part-time jobs held by adult workers are casual.

In summary, it seems clear that while ever these trends towards the
growth of contingent work continue, the under-utilisation of the skills
of the workforce will persist. It is somewhat ironic that employers are
among the loudest voices calling for more public investment in train-
ing, yet it is within their province to examine their employment prac-
tices and to make greater use of the skills already existing within their
workplaces.

12 The forthcoming report on which this paper is based also looked at workplace train-
ing using the HILDA data. It finds strong negative associations between access to
training and casual employment status.

13 Marianne Sundström notes the following: highly progressive tax rates, extensive
provision of childcare, generous parental leave and a ‘diminishing net-wage differen-
tial between full-time working men and part-time working women’ (1991, p. 172).
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5 Appendix

5.1 Data sources

This paper draws on four main surveys:

1. The NCVER’s 2005 Student Outcome Survey (SOS). This is a survey
of VET graduates, containing information on their training/study
and their employment situation both before and after training. The
sample is restricted to VET graduates, and is thus not fully repre-
sentative of the employed population. The workplace outcomes
measured by this survey are for May 2005, a period of about 6
months after students graduated. The dataset contains over 50,000
respondents.

2. The NCVER’s 2004 Down the Track Survey (DTT). This is also a sur-
vey of VET graduates (from 2002), but it tracks the students two
years after graduation (in 2004). Like the SOS, the DTT is restricted
to VET graduates, but is further restricted to young people (aged
15 to 24). Its sample size is also much smaller: about 2,500 respon-
dents.

3. The Australian Government/Melbourne Institute’s Household, In-
come and Labour Dynamics in Australia Survey (HILDA). This is an
ongoing longitudinal survey of Australian households which be-
gan in 2001 and which is representative of the Australian pop-
ulation. As with the DTT, HILDA provides useful insights into
changes over time. Its sample size varies (depending on the pop-
ulation) but is considerably larger than the DTT.

4. The NCVER’s 2005 and 2007 Survey of Employer Use and Views of
the VET System (SEUV). This is a survey of employers conducted
in 2005 and 2007 with a view to gaining information about em-
ployer skill needs, and their use of vocational education and train-
ing. In each year its sample size was in the mid 4000s and the
surveys were representative of all employers who had at least one
employee.

5.2 Regression results

The detailed model results for the regression analyses conducted for this
paper are shown below. As well as the conventional coefficients and
standard errors, a set of Bayesian posterior means are also shown. These
have been derived from Raftery et al. (2006). For a fuller account of
the Bayesian approach to model selection, see Raftery (1995). All of the
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analysis in this report was conducted using the R statistical language,
see R Development Core Team (2007).

The data for these regressions is taken from the first fives waves of
the HILDA data. These data are pooled, and a new observation repre-
senting a ‘job’ is created using aggregate statistics. The ‘job’ is defined
as the intersection of 2-digit ASCO categories and 1-digit ANZSIC cate-
gories, for example, an automotive trades worker working in retailing,
or a cleaner working in accommodation. Some of these combinations
will clearly have few, or no, individual person observations, so any com-
bination with less than 20 such observations is dropped from the anal-
ysis. This process leaves 100 aggregate ‘job’ observations in the dataset,
and the various variables used in the analysis are the mean values in
each of these ‘jobs’ for the items like part-time work, casual work, occu-
pational tenure, job tenure and so forth. In most cases, the mean values
represent the proportion of workers with that characteristic in the job
(eg. casual or youth). In some cases, the mean value is the actual aver-
age for that job (eg. years of occupational tenure). All of the continuous
explanatory variables (that is, all variables except the skill level variable)
have been standardised using the approach recommended by Gelman
and Hill (2007, pp. 56–57) which scales by two standard deviations. This
means that a one unit change in the explanatory variable corresponds to
a change from one standard deviation below the mean to one standard
deviation above. The advantage of this is that it makes interpretation
of continuous variables comparable to those for discrete variables (in
this case, the skill level variable). For the outcome variables—skills use
and skills enhancement—the mean values are averages of the scores for
these data items in the original questionnaire (that is, a scale from 1 to
7).
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Table 1: Regression results for skills use

Coefficient SE P value Bayesian
EV†

Intercept 5.522 0.087 0.000 5.657
Occupational tenure 0.328 0.089 0.000 0.332
Casual -0.467 0.112 0.000 -0.263
Small business 0.215 0.086 0.015 0.140
Youth 0.244 0.101 0.018 0.167
Public sector 0.269 0.073 0.000 0.238
VET 0.161 0.082 0.052 0.159
Skill (2 compared to 1) -0.164 0.117 0.163
Skill (3 compared to 1) -0.436 0.160 0.008
Skill (4 compared to 1) -0.486 0.104 0.000
Skill (5 compared to 1) -0.725 0.151 0.000

Adjusted R-Squared 0.73
Sigma 0.309
N 100

Outcome variable: Mean score on skills use in each job
Method : OSL
Notes: Data weighted for construction of aggregates, unweighted for modeling. Note that the skills use
score is the answer to the question: “My job lets me use my skills and abilities.” (scaled 1 to 7).
† posterior means for Bayesian model averaging.
Source: HILDA Wave E (Release 5.1).
Population: All employed persons 2001 to 2005.

Table 2: Regression results for skills enhancement

Coefficient SE P value Bayesian
EV†

Intercept 4.965 0.111 0.000 4.922
Part time -0.405 0.122 0.001 -0.405
Youth 0.541 0.111 0.000 0.460
Under employed -0.625 0.131 0.000 -0.393
Public sector 0.571 0.097 0.000 0.518
VET 0.350 0.112 0.002 0.068
Skill (2 compared to 1) -0.536 0.147 0.000
Skill (3 compared to 1) -0.664 0.192 0.001
Skill (4 compared to 1) -0.659 0.131 0.000
Skill (5 compared to 1) -0.616 0.194 0.002

Adjusted R-Squared 0.69
Sigma 0.395
N 100

Outcome variable: Mean score on learning new skills in each job
Method : OSL
Notes: Data weighted for construction of aggregates, unweighted for modeling. Note that skills enhancement
score is the answer to the question: “My job often requires me to learn new skills.” (scaled 1 to 7).
† posterior means for Bayesian model averaging.
Source: HILDA Wave E (Release 5.1).
Population: All employed persons 2001 to 2005.
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