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FOREWORD

The OECD’s Employment, Labour and Social Affairs Committee has decided to carry out a thematic review of policies to facilitate the transition from school to work and improve the career perspectives of youth. This review is a key part of the implementation of the Reassessed OECD Jobs Strategy.

Sixteen countries (Australia, Belgium, Canada, Denmark, France, Greece, Japan, Korea, the Netherlands, New Zealand, Norway, Poland, Slovak Republic, Spain, the United Kingdom and the United States) have decided to participate in this review, which began in 2006 and will be completed in 2009. Once all these countries have been reviewed, a synthesis report will be prepared highlighting the main issues and policy recommendations which will be discussed subsequently by OECD Employment and Labour Ministers.

In this thematic review, the term youth encompasses “teenagers” (i.e. youth aged 15/16-19), as well as “young adults” (aged 20-24 and 25-29).

This report on Australia was prepared by Vincent Vandenberghe, with statistical assistance provided by Sylvie Cimper and Thomas Manfredi. It is the 11 th such country report prepared in the context of this thematic review supervised by Stefano Scarpetta (Head of Division) and Anne Sonnet (Project Leader). A draft of this report was presented at a seminar organised in Melbourne on 27 October 2008 by the Department of Education, Employment and Workplace Relations (DEEWR). Discussants at the seminar included representatives of the public authorities and the social partners, as well as academics.




Household, Income and Labour Dynamics in Australia survey (HILDA)

This report uses unit record data from the Household, Income and Labour Dynamics in Australia (HILDA) Survey. The HILDA Project was initiated and is funded by the Australian Government Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA) and is managed by the Melbourne Institute of Applied Economic and Social Research (MIAESR). The findings and views exposed in this report, however, are those of the OECD and should not be attributed to either FaHCSIA or the MIAESR.

Longitudinal Survey of Australian Youth (LSAY)

This report uses unit record data from the Longitudinal Surveys of Australian Youth (LSAY). LSAY is managed and funded by the Australian Government Department of Education, Employment and Workplace Relations (DEEWR). On 1 July 2007, the National Centre for Vocational Education Research (NCVER) was contracted to provide analytical and reporting services for the Longitudinal Surveys of Australian Youth (LSAY) for the next three years. The findings and views presented in this report, however, are those of the OECD and should not be attributed to either DEEWR or the NCVER.
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LIST OF ACRONYMS





	ABS
	Australian Bureau of Statistics


	ACE
	Australian Certificate of Education


	ACER
	Australian Council for Educational Research


	AIRC
	Australian Industrial Relations Commission


	ALL
	Adult Literacy and Life Skills Survey


	ALMP
	Active Labour Market Programme


	AQF
	Australian Qualifications Framework


	AUD
	Australian dollar


	AWA
	Australian Workplace Agreement


	BHPS
	British Household Panel Survey


	CDEP
	Community Development Employment Projects


	COAG
	Council of Australian Governments


	DEEWR
	Department of Education, Employment and Workplace Relations


	ECEC
	Early Childhood Education and Care


	EPF
	Employment Pathway Fund


	EPL
	Employment Protection Legislation


	EPP
	Employment Pathway Plan


	EULFS
	European Union Labour Force Survey


	FaHCSIA
	Department of Family, Housing, Community Services and Indigenous Affairs


	GDP
	Gross Domestic Product


	HILDA
	Household, Income and Labour Dynamics in Australia survey


	IA
	Intensive Assistance


	IEDS
	Indigenous Economic Development Strategy


	IEP
	Indigenous Employment Programme


	ISCED
	International Standard Classification of Education


	IYLP
	Indigenous Youth Leadership Programme


	IYMP
	Indigenous Youth Mobility Programme


	JN
	Job Network


	JPET
	Job Placement, Employment and Training programme


	JSCI
	Job Seeker Classification Instrument


	JSKA
	Job Seeker Account


	JST
	Job Search Training


	LFS
	Labour Force Survey


	LSAY
	Longitudinal Survey of Australian Youth


	NLSY
	National Longitudinal Survey of Youth


	MIAESR
	Melbourne Institute of Applied Economic and Social Research


	MW
	Minimum Wage


	NCVER
	National Centre for Vocational Education Research


	NEET
	Neither in Education nor in Employment or Training


	NLSY
	National Longitudinal Survey of Youth


	NSA
	Newstart Allowance


	OECECC
	Office of Early Childhood Education and Child Care


	OLS
	Ordinary least squares


	PES
	Public Employment Service


	PISA
	Programme for International Student Assessment


	PSP
	Personal Support Programme


	SCRGSP
	Steering Committee for the Review of Government Service Provision


	SPP
	Specific Purpose Payment agreement


	STW
	School-to-Work transition


	TAFE
	Technical and Further Education institutions


	UES
	Universal Employment Services


	VET
	Vocational Education and Training


	YA
	Youth Allowance


	YOP
	Youth Unemployment Programme


	WELL
	Workplace English Language and Literacy


	WfD
	Work for the Dole






SUMMARY AND MAIN RECOMMENDATIONS

In the immediate future, rising youth unemployment will be a major concern for Australian policymakers. The world is currently facing a severe economic crisis that is affecting Australia and worsening the labour market prospects of many of its citizens. However, past experience suggests that in Australia, like in most other OECD countries, any deterioration in labour market conditions is disproportionally felt by the youth.

Across the OECD, a one percentage point deviation from the growth rate of potential GDP leads to a 0.65 percentage point change in the prime-age (25-54) unemployment rate. But the youth (15-24) unemployment rate – normally more than double the latter rate – usually changes by almost 1.4 percentage point. Similar estimates for Australia point at a higher responsiveness of unemployment rates to GDP shocks. A one percentage point deviation from potential GDP generally translates into an almost equivalent change in the prime-age unemployment rate, whereas the youth unemployment rate usually changes by 2 percentage points.

A reassuring element, however, is that the Australian labour market entered this downturn from a relatively favorable starting point. Until very recently – partially as a consequence of uninterrupted economic growth for 17 years – the overall unemployment rate was close to its historical low. Moreover, the youth (15-24) unemployment rate reached 8.7% in September 2008, the lowest level recorded since the late 1970s. And youth labour market problems at that time were principally concentrated on low-educated, disengaged or indigenous youth.1

The key priority for the coming months should be to avoid the build up of a large pool of youth at risk of becoming long-term unemployed. Australia has the advantage of entering the recession with a very low level of long-term youth unemployment. In 2007, only 10% of the unemployed youth experienced a long spell2 of joblessness in Australia, compared with an OECD average of 19.6%. What is more, over the past two decades the country has successfully developed labour market and welfare institutions that activate the unemployed. Hopefully, this means that most unemployed youth will rapidly get back into employment when the economy starts recovering from its current lows.

The economic downturn may also represent an opportunity to address one of the country’s long-run challenges: improving human capital attainment, particularly at the lower end of the educational distribution. Australia is indeed characterised by a relatively low retention rate in education beyond age 16, as compared with many other OECD countries. Hence, too many youths still lack the basic skills needed to embark on a successful long-term career in the labour market. But one side-effect of the current economic slowdown is that it will probably result in more young people being a priori inclined to stay longer in education or undertake advanced studies rather than look for work. In OECD countries, enrolment in education is indeed countercyclical. Policy initiatives should seek to capitalise on this trend.

Greater investment in education is also one of the main priorities of the Australian (i.e. federal) Government and the States and Territories. In particular, this involves: i) raising the average level of educational attainment, by increasing the share of a cohort that stays on beyond the age of 16; and ii) ensuring a better match between the supply and demand of skills. Many sound programmes were put in place in Australia recently to buttress educational attainment, develop vocational education and training (VET) within the school system, as well as to improve the school-to-work transition.

The government is also targeting adults3 with its Skilling Australia for the Future. It has provided funding for an additional 700 000 training places. The intent is that around 55% of these places will be allocated to existing workers and the rest will be earmarked for the unemployed. Finally, in December 2008, the Labour government committed to spend more money on tertiary education infrastructure as part of its Nation Building Package aimed at counteracting the current economic slowdown.

Policymakers are also aware of the need to keep improving the existing labour market and welfare institutions in order to maximise youth labour market opportunities and incentives to participate in the workforce. This could prove particularly beneficial when the economic starts to recover, as it should help intensify the flows out of unemployment and into jobs.

Low risk of unemployment, high employment rates, except for indigenous youth

Until recently in Australia, youth were facing low risks of unemployment that were also mirrored in high employment rates. In March 2008, more than 65% of youth had a job in Australia, the highest level recorded since 1978. High youth employment rates reflected the high proportion of young people working part-time while studying. It also partly reflected a relatively low propensity to stay in education beyond the age of 16, and finally the buoyant labour market with strong job creation.

On the negative side, as suggested above, indigenous youths face major problems in getting a foothold in the labour market. In 2006, their unemployment rate was at least 2.5 times higher than that of non-indigenous youths, a gap that has not changed significantly over the past decade. But the situation looks even more dramatic when considering their employment rate: in 2006, only 48% of indigenous school-leavers had a job compared with 80% for non-indigenous youths. And the employment rate of indigenous youths would be even lower if one excludes subsided employment under Community Development Employment Projects (CDEP).4


 Many youth tend to move swiftly into jobs

During the prolonged economic expansion, the transition from school to work was very quick for most Australian youth. Many entered the job market when they were still studying. The incidence of jobs among students aged 20 was close to 85% in 2006, the highest rate across OECD countries. And contrary to what seems to happen in some European countries (e.g. Norway, Denmark), combining school with work does not prevent Australian students from graduating at a relatively young age.

In 2006, the time it took for school-leavers to find their first job was short. Indicators gathered in the report suggest that Australia had a better performance than many other OECD countries in this respect. It is also worth stressing that the gap between youth with and without ISCED 3 (upper secondary degree, Year 12 certificate) in terms of the speed of the school-to-work transition was, in 2006, lower than in most of the other countries examined.

Entry jobs for youth are frequently “casual” or part-time, but serve as stepping stones to more stable jobs

Part-time and “casual”5 contracts loomed large among youth employment in Australia even during the period of strong economic growth. But in most cases these entry jobs are stepping stones to more stable jobs thereafter. Indeed, there is a strong positive correlation between holding a part-time job or a casual/fixed-term contract (as opposed to being unemployed or inactive) and the probability of holding a full-time/regular job at a later stage.


Education performance could be improved

Low pre-school attendance rates among children aged 3-5

Australia has a relatively low pre-school attendance rate (below the age of 5) as compared with many OECD countries. In 2005, 60% of children aged 3-5 attended pre-school programmes, well below the OECD average of 78%. This low enrolment in pre-school programmes is particularly acute among children from disadvantaged backgrounds, particularly children from indigenous families, for whom early exposure to education may matter the most. Indeed, international evidence suggests that quality pre-school education provides these children with a better start in life, a lower risk of dropping out, and better chances of accomplishing a successful school-to-work transition. Efforts to improve participation in education of disadvantaged groups, particularly indigenous children, before the age of 6, could well be more cost-effective than most training programmes that try to upgrade skills amongst teenagers and young adults.


 Good test scores at the age of 15 but a below-average stay-on rate

A bright spot of Australia’s educational system is the level of achievement of 15-year-olds, as assessed by PISA6 test scores. Another good point is that attainment at tertiary level (more than ISCED 3) is above the OECD average. But many young Australians do not achieve an intermediate level of education (ISCED 3), leading to a “U-shaped” distribution of educational attainment. Australia is indeed characterised by a relatively low retention rate in education beyond the age of 16, as compared with many other OECD countries. Although the retention rate rose in the 1980s and 1990s, it has stopped increasing since 2000, perhaps as a consequence of a rising opportunity cost of education in what was until very recently a very tight labour market.


 The indigenous scholastic gap

Scholastic achievement of indigenous youths is dire. Indigenous students are between 10 and 30% less likely to meet standards of literacy and numeracy attainment than their non-indigenous peers. It is noticeable that this scholastic gap tends to increase with age: it is much smaller at the age of 3 than later.




Educational reforms go in the right direction

The 2008 budget of the Australian (i.e. federal) Government contains programmes that should improve Australia’s pre-school performance. By 2013, all 4-year-old children should have access to early learning programmes in the year before formal schooling. And services should be delivered by better qualified teaching staff as the proposal includes financial incentives to entice (current) childcare workers to enhance their teaching skills. There is also money earmarked for the creation of additional university places for (future) pre-school teachers.

Over the past two decades, significant efforts have been made to enhance school enrolment beyond the age of 16, by diversifying learning pathways within senior/upper secondary schools. As part of its 2008-09 budget, for instance, the Australian Government has committed AUD 2.5 billion to enable all secondary schools to apply for funding to build Trade Training Centres. The aim is to improve access to trade/VET training in secondary schools and to increase retention rates.

Surveys show that a rising proportion of those who leave school with a (lower or upper) secondary education level declare that they possess a VET certificate. There is also evidence that VET pays off for individuals: ceteris paribus holding a VET certificate translates into an 8 percentage points weekly wage premium compared with someone with an equivalent non-VET certificate. However, in more aggregate terms, it remains to be seen if such a policy is likely to fundamentally affect the stay-on rate and improve the overall share of youth successfully completing upper secondary education (Year 12).

As to the performance of the overall school sector (kindergarten, primary, and secondary schools), better co-ordination across jurisdictions may be needed. Schools are predominantly under States and Territories jurisdiction in Australia. In spite of the work of the Council of Australian Governments (COAG) and its commitment to improve education and training in Australia, still in the mid 2000s, there remained significant cross-State differences in the basic structure of schooling, including in curricula and final diplomas or certificates awarded to students. This heterogeneity may impose a burden on (mobile) students in terms of complexity and transaction costs (credential recognition, etc.).

Presumably to cope with this problem, the Australian State and Territory Governments agreed in 2007 to implement, from 2011, a national curriculum from kindergarten to Year 12, starting with the key learning areas of English, mathematics, sciences and history. This should facilitate teacher and student mobility across Australia and prevent curriculum inconsistency from being a major disincentive to the 340 000 Australians (including 80 000 school-aged students) who move interstate each year.

As stressed above, one group that remains insufficiently educated is the indigenous youth. Although the absolute size of this cohort in comparison with the total youth population is small (about 3%), it represents a pool of under-utilised labour that, if adequately educated and mobilised, would help alleviate skill shortages and improve learning standards and welfare among the indigenous population.

From 2009 onwards, the new Universal Employment Services (UES) model will better support initiatives with human-capital content in remote areas where many indigenous youth live. Operators will be allowed to claim payments for helping indigenous jobseekers return to school and gain greater literacy and numeracy skills. The Australian Government is also drafting an encompassing economic strategy, the Indigenous Economic Development Strategy (IEDS), to be implemented from 1 July 2009. The latter will try to deal with the significant gap between employment rates in indigenous and non-indigenous populations that ineluctably compromises the educational attainment of their children.

An encouraging element, as noted above, is that studies find relatively smaller test score gaps between indigenous and non-indigenous young children, at least compared with the larger gaps recorded later in life. These observations corroborate findings from other OECD countries: cognitive and non-cognitive ability gaps that play an important role in determining adult labour market outcomes open up in the early years of life across socioeconomic groups. Hence, policies targeting the very early years could reduce the test score gap between indigenous and non-indigenous people, as well as many labour market outcome gaps in Australia. But early years interventions need to be sustained beyond the pre-school period in order to ensure that the early gains are not lost later.




More needs to be done to ensure that all young Australians leave education with recognised qualifications to set up a career

To ensure that youth have the basic skills needed to enter and progress on the labour market, the following measures could be envisaged



	
Capitalise on the propensity of youth to stay longer in education during economic slowdowns to raise educational attainment. The focus should be on retention until an ISCED 3 (Year 12) qualification is obtained rather than simply on staying in education until a given age. A change in this direction would require further diversification of learning pathways within secondary schools (i.e. more VET and apprenticeships), but also the investment of more resources in tertiary institutions offering short and flexible programmes. In parallel, it would be worth making the Youth Allowance7 conditional on having attained (or being willing to take the necessary steps to attain) the equivalent of an ISCED 3 degree. An example of such a reform could be provided by the Dutch Leerwerkplicht reform (i.e. the obligation to study or work), whereby all youth aged 18-27 who have not completed upper secondary education are required to resume schooling (or to work). Unless this condition is met, young people can be fined or denied (part of) their social benefits.8


	
Consideration would need to be given to the development of a national certification scheme at the upper secondary level which would complement the national curriculum. Such an output-based instrument is likely to be more effective at standardising the content and the outcomes of Australian secondary schools than the national curriculum alone. This could be considered as part of the work of the new National Education Authority, which was agreed to by COAG in October 2008. This new body will be responsible for managing curriculum, assessment and reporting at a national level and will be established in early 2009.

	
Put an even greater emphasis on early-age (i.e. before age 5) education of children from disadvantaged groups and ensure that the effort is sustained during primary education. The Australian Government, in close connection with the States and Territories, should proceed swiftly with the implementation of universal access policy for 4-year-olds. But, policymakers should also consider the extension of the measure to 3-year-olds as a high priority if i) the evaluation of the generalisation to 4-year-olds shows positive results, and ii) if public finances permit this.

	
Ensure that indigenous children aged less than 5 use more healthcare and pre-schooling services. Securing adequate supply and funding is a necessary but not sufficient condition to achieve the ambitious targets laid out in the Education Revolution programme.9 Policymakers should also try to boost demand. There may be a case for experimenting with financial incentives rewarding pre-school attendance but also regular health checks among indigenous families. Useful references in this respect could come from the Conditional Cash Transfers Programmes implemented with some success in a number of Latin American and other emerging economies. These programmes provide money to poor families conditional upon certain behaviour, usually investments in human capital such as sending children to school or taking them to health centres on a regular basis. An additional element which appears promising is to pay most or all of the money to mothers.






Few demand-side barriers to youth employment

Although education and training policies are central elements of any effective strategy for improving youth labour market prospects, a comprehensive policy framework has to pay attention to the existing labour market arrangements and institutions and their impact on the demand for young people, especially low-skilled youth.

Australia’s current labour market institutions are, a priori, conducive to good employment outcomes for youth. Relatively lax employment protection legislation (EPL) and the possibility of employing young people on a part-time basis or on casual contracts encourage risk-averse employers to recruit inexperienced and individuals with limited education.

Moderate-to-low entry wages also help youth job prospects. OECD data covering the early 2000s show that in Australia young workers (aged 16-24) without ISCED 3 earn slightly less than 40% of the average wage,10 a figure that is close to the OECD average. Teenagers aged 16-19 without ISCED 3 earned less than 30% of the overall average wage, a lower fraction than in most European countries. An analysis of the dynamics of career paths among young workers also conveys a reassuring message. Data confirm the existence of upward wage mobility: about 50% of those young workers who earned less than a given low-paid threshold in 2001 were above that threshold five years later.11 And the vast majority (72%) of those who were above the threshold initially remained in such a situation five years down the road.

Gradual decentralisation of wage-setting arrangements since the early 1990s, with the introduction of individual contracts (the Australian Workplace Agreements, AWAs), is likely to have increased the labour market competitiveness of low-skilled youth.

The Labour government has started removing some aspects of the WorkChoices legislation implemented by the former government. The new policy will include an enlarged safety net (reinstatement of dismissal rules for workers in firms with less than 100 employees and more minimum terms of employment and pay)...
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