























The importance of innovation to business strategy

Innovation is rated third in importance to overall business strategy...

Chart 5: Importance to overall business strategy
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Chart 6: Importance to overall business strategy by size
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Chart 7: Importance to overall business strategy by sector
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The survey asked CEOs to rank the strategic approaches
of: innovation; investment; growth; cost-cutting; and
competitiveness in regards to their importance to overall
business strategy.

Overall finding

Innovation strategy was rated third by firms in regard
to its importance to overall business strategy (19.7%),
behind competitiveness and growth strategies (both
32.0%).

Whilst firms reported a concentration on specific
competitiveness and growth strategies, innovative
strategies act to underpin both of these. The lower
emphasis placed on cost-cutting strategies (7.8%)
indicates a general attitude towards expansion.

A lower importance reported for investment strategy
within overall business strategy (6.5%) may indicate a
focus on business process and business model
innovations to drive growth and competitiveness, rather
than research and development.

Importance to overall business strategy by size

Small firms are more likely to rank innovation strategy
as important to overall business strategy (20.6%)
compared with medium firms (20.3%) and large firms
(13.4%).

Large firms regard competitiveness strategy as more
important to overall business strategy (40.2%), than
small firms (33.3%) and medium firms (30.4%).

Medium sized firms favour growth strategies (31.9%),
ahead of small firms (31%) and large firms (26.8%).

Importance to overall business strategy by sector

The manufacturing sector is most likely to see
innovation strategy as important to overall business
strategy (20.6%), followed by construction (19.2%) and
services (16.9%).

Within the manufacturing sector, machinery & transport
equipment manufacturing is more likely to see
innovation as an important strategy (27.9%). This
corresponds with the higher proportion of turnover
spent on innovation by this sub-sector.

Chemicals & allied products manufacturing
concentrated on competitive strategies (41.9%).

Cost-cutting was most highly rated by food processing
& manufacturers (14.0%) and chemicals & allied
products manufacturers (16.1%).
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Skills Shortages

In Australia
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Extent of skill shortages in Australia
More than two-thirds of companies reported impacts from skill shortages...

Chart 8: Percentage of firms with skill shortages The next part of this report looks at the current extent of
skill shortages in Australia. Later we will explore the links
&0 between skills and innovation.

70l Overall finding

60 B To assess the extent of skill shortages in Australia, the

survey asked firms whether skill shortages had

50 impacted on their business over the past 12 months.

40t

B More than two-thirds (68.1%) of respondents confirmed
that skill shortages had impacted on their business
over the past year.

30 +

Percentage of respondents

B Skill shortages are clearly being felt by a majority of
firms in the Australian economy. The degree to which
this is limiting their ability to be innovative is discussed

Yes No Don't know in the next section - The Links Between Skills &

Innovation.

Skills shortages by sector
Chart 9: Percentage of firms with skill shortages by sector

B The construction and services sectors reported the
highest proportion of respondents citing impacts from
skill shortages, 83.3% and 78.0% respectively.
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B Of the manufacturing sectors, machinery & transport
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past year, the lowest incidence across sectors.
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by skill shortages.
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B Nearly two-thirds of medium-sized companies reported
Chart 10: Percentage of firms with skill shortages by size impacts from skill shortages over the past 12 months.

B Despite recording the lowest incidence of impacts from
skill shortages, a majority of small firms (59.7%) still

Large cited impacts from a deficiency in skills.
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Increase in employment needed to meet skills requirements

Companies require an additional 180,000 to 240,000 full-time workers to meet current

skill needs...

Chart 11: Employment increase needed to meet skills needs
by sector
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Chart 12: Employment increase needed to meet skills needs
by size
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Overall finding

B To determine the possible size of Australia’s skills gap,
the study sought from CEOs an assessment of the
number of additional full-time employees required to
meet their current skill needs.

B Across all respondents, the number of additional full-
time employees required as a proportion of total full-
time employment, averaged 2.4%.

B While it is difficult to determine the precise number of
additional workers needed to meet national skills
needs, it is estimated to be somewhere in the range of
180,000 to 240,000 full-time employees.

Skills gap by sector

B In relative terms, the metal products manufacturing
sector is most severely affected by skill shortages, with
an additional 7.8% of additional full-time employees
required to meet the skills gap.

B There was also evidence of a high level of skill
shortages in the machinery & transport equipment
manufacturing and construction sectors. Additional
workers required to meet the skills gap (as a proportion
of total sector employment) in each of these sectors
stood at 6.4% and 5.1% respectively.

B The services sector requires only a 1.6% increase in
full-time employment to meet current skill needs. This
is despite the sector reporting a high incidence of
impacts from skill shortages.

Skills by size

B The average increase in full-time employment needed
to meet current skill needs is lowest amongst large
firms (1.7%). This is despite large firms reporting the
highest incidence of firms being impacted from skill
shortages.

B By contrast, small firms have indicated they need an
average increase in full-time employment of 11.7% to
meet current skill requirements.

B Medium-sized firms need to raise full-time employment
by an average of 6.7% to meet current skill needs.

B |t is apparent that while a greater proportion of large
firms are encountering skill shortages; small firms
require considerably larger increases in employment to
meet their skills deficits.
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Occupations experiencing skill shortages

Almost two-thirds of firms are suffering from shortages in technicians and trades workers

Chart 13: Occupations with skill shortages (% of
respondents)
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Chart 14: Occupations with skill shortages by sector
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Chart 15: Occupations with skill shortages by size
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Overall finding

B CEOs were asked to identify the major occupations
where they had experienced skill shortages.

B Across firms of all sizes and sectors, a large proportion
of companies cited difficulties securing the skills of
technicians & trades workers.

B In total, 62.2% of CEOs listed this as an occupational
category where they had been experiencing shortages.

B This is consistent with the findings in World Class
Skills for World Class Industries. The 2006 report
suggested that 64% of companies had experienced
difficulties in securing tradespeople and another 48%
cited shortages in technicians and paraprofessionals.

B Other occupations where a high proportion of firms are
experiencing skill shortages include labourers &
process workers (36.3%); engineers (22.2%); and
apprentices & trainees (18.9%).

B |n contrast, a relatively low proportion of firms cited
shortages in IT professionals (7.2%); clerical &
administrative staff (13.5%); and other professionals
(15.3%).

B The high incidence of shortages in the trade and
technical occupations partly reflects the strong
representation of manufacturing firms in the survey.

Occupations with skill shortages by sector

B Construction firms found it extremely difficult to secure
the skills of technicians & trades workers, with 80.4%
identifying it as an occupation category where they had
experienced shortages.

B Shortages in labourers & process workers (47.8%) and
engineers (34.8%) were also most pronounced in the
construction sector.

B Firms in the services sector reported the highest
incidence of shortages in other professionals (39.7%);
clerical & administrative workers (24.7%); managers
(21.9%); and IT professionals (19.2%).

B One in five manufacturers (20.9%) cited shortages in
apprentices & trainees.

Occupations with skill shortages by size

B Large firms reported the highest incidence of shortages
in engineers (45.6%); managers (36.8%); other
professionals (30.9%); apprentices & trainees (23.5%)
clerical & administrative staff (17.6%); and IT
professionals (11.8%).

B Medium-sized firms faced considerable shortages in
labourers & process workers, with 40.2% citing a
deficit, compared with 34.1% of small firms and 29.4%
of large firms.
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Methods to meet current skill needs

Firms find retraining existing staff the most effective way to meet skill needs...

Chart 16: Methods to meet current skill needs
(% of respondents)
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Chart 17: Methods to meet current skill needs by sector
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There are a number of actions firms can take to overcome
skill shortages. The survey asked CEOs to identify the
most effective of these in meeting their skill requirements.

Overall finding

B Across both firm size and sectors, the retraining of
existing staff is considered the most effective method
for meeting current skill needs. In fact, 61.2% of all
respondents identified the retraining of existing staff as
an effective method for overcoming skill shortages.

B This was also the most cited course of action in World
Class Skills for World Class Industries.

B The taking on and training of unskilled staff (30.4%)
and the retaining of mature-aged workers (29.0%) were
the next most widely used methods to meet skill
requirements.

B More than one-quarter of firms found recruiting
experienced employees (28.1%); reducing staff
turnover (27.1%); and investing in new plant &
equipment (25.7%) effective in overcoming skill
shortages.

B Employing additional apprentices & trainees was a
more popular course of action for meeting skill needs
than employing skilled migrants; shifting production off-
shore; and cutting back production.

B Only 3.9% of respondents indicated they had taken no
specific actions to better meet their skill needs.

Methods to meet current skill needs by sector

B Manufacturing firms are the strongest proponents of
retraining existing staff (83.2%); retaining mature-age
workers (42.6%); investing in new plant & equipment
(39.8%); and taking-on and training unskilled staff
(39.8%).

B Employing additional apprentices & trainees is a more
popular method for overcoming skill shortages in the
construction sector (32.1%) than in manufacturing
(28.9%) and services (26.6%).

Methods to meet current skill needs by size

B More than one-third of small firms (36.2%) find
retaining mature-age workers to be effective in helping
them meet skill requirements, compared with 27.6% of
medium-sized firms and 24.1% of large firms.

B By contrast, 38.6% of large firms believed recruiting
experienced employees was effective in overcoming
skill shortages, a larger proportion than for small
(21.3%) and medium-sized firms (26.9%).

B The results suggest that smaller firms are more likely to
look within their organisation for solutions to meet skill
shortages, namely through retraining. By contrast,
larger firms are more likely to look outside of their
business for the skills they require (recruitment).
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Barriers to upskilling

Aside from cost, the departure of staff following training is considered to be the major

barrier to upskilling...

Chart 18: Barriers to upskilling (% of respondents)
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Chart 19: Barriers to upskilling by sector
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There are a number of barriers that prevent firms from
increasing the skills of their workforce to required levels.
Given the importance of skills to innovation, these also
stand as barriers to innovation.

Findings

B More than one in every two CEOs (51.5%) was of the
view that cost was the major barrier faced in upskilling.

B While cost dominated responses across all sectors and
firm size, it is perceived to be a greater barrier for
services firms (67.0%) and large companies (61.5%).

B Aside from cost, the departure of staff following training
is considered by firms to be the major barrier to
upskilling, with 40.7% citing this as a problem. The
departure of staff following training appears to be less
of an issue in the manufacturing sector (37.8%) and for
small firms (39.0%).

B A high proportion of firms also found barriers to
upskilling in a lack of government incentives (36.2%);
uncertainty with respect to future needs (31.5%); a lack
of relevant training (29.9%); and employee resistance
(29.7%).

B Alack of government incentives was considered a
barrier to upskilling by a relatively high proportion of
construction firms (40.8%).

B Companies appear reasonably satisfied with the
training available for upskilling staff. Only 12.1% of
firms cited the poor quality of training as a barrier to
upskilling and only 19.3% identifying the inflexibility of
training.

B Around one-half of the large firms surveyed found the
departure of staff following training (52.3%); a lack of
employee understanding (50.8%); and a lack of
government incentives (49.2%) to be barriers to
upskilling, a higher proportion than for small and
medium-sized firms.

B The high proportion of manufacturing firms included in
the final analysis means the overall findings are
weighted towards this sector.
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The Links between

Skills and Innovation
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The impacts of skill shortages on innovation

Without the relevant skills, firms are constrained in pursuing global business
opportunities...

. . . . Skills shortages are regarded as one of the infrastructure
Chart 20: Skill shortages and impacts on innovation inhibitors of innovation in the Innovation and Business
Skills Council’s Blueprint for Action on Innovation 2007°.
100 B Possessing the relevant skills is core to firms
addressing specific demands from customers; staying
8 ahead of competitors; and expanding market share.

| Skills shortages impact on innovation by limiting the
ability of firms to source fresh ideas from employees.
Lacking skills in science, engineering and technology;
in other specialist business and management
capabilities; and in the soft skills areas all affects a
firm’s innovative capacity.
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B Management skills are vital in extracting value from
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- business models; and implementing knowledge
0 ‘ ‘ management strategies. Without this capability, firms
Restricting innovation Not restricting innovation Don't know are challenged in their drive to remain globally
competitive.
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Findings

B Earlier in this report, 68.2% of Australian firms were

hart 21: 1 t of skill short i ti tor :
Char mpact of skill shortages on innovation by secto identified as suffering from skill shortages.

B Chart 20 shows that of the firms citing impacts from skill
shortages, 60.2% found they were restricting
innovation.

Manufacturing

B By contrast, of the 30.6% of firms citing no impacts
from skill shortages, 87.2% claimed skill shortages
were not restricting the company’s ability to be
innovative.

Services

Construction B A significant proportion of CEOs overall reported that

skill shortages are restricting innovation (42.2%).

B A greater proportion of construction firms indicated
skills shortages are having an effect on innovation
(56.4%), with 45.7% of services firms and 38.9% of
manufacturing firms indicating their ability to innovate
was impeded.

All firms
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B Small firms were more likely to state that their
organisation’s ability to be innovative has been
Chart 22: Impact of skill shortages on innovation by size restricted by skills shortages (45.7%).

B There appears to be a clear link between skill
shortages and a lack of innovative ability in Australian
firms.
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Importance of generic skills for innovation

Firms recognise the need for a mix of generic skills for innovation...

Chart 23: Importance of generic skills for innovation
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Chart 24: Importance of generic skills by size
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Chart 25: Importance of generic skills by sector
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Skills for innovation are needed by all employees

Generic skills are increasingly recognised as central to
enabling innovative capabilities in all workers. This still
recognises that science, engineering and technology skills are
needed to contribute to R&D in companies, and other
specialist skills, such as business and financial management,
ICT and customer service skills are vital.

In addition to technical skills, the skill sets required for
innovation and industry competitiveness incorporate both:

B skills enabling all individuals to be creative and
problem-solve; and

B skills for managers to: develop innovative strategies
across a company; create the fundamentals for an
innovative culture; and motivate and manage others as
part of organisational innovation.

The first set of skills encompasses generic or ‘soft’ skills —
those that underpin the effective performance of all
workplace activities.

CEOs were asked to rank the soft skills: problem-solving;
team work; communications; and adapting to change, in
terms of their importance for innovation.

Findings

B A fairly even spread across the generic skills indicates
that respondents recognise the need for all of these
skills in individuals.

B Problem-solving is rated as most important (31.7%),
followed by communication (25.8%), adapting to
change (23.5%) and teamwork (18.9%).

B Large firms are more likely to regard problem-solving
skills as most important for innovation (40.2%), whilst
small firms rate communication as most important
(30%).

B Firms in the services sector see problem-solving skills
as more important to being innovative (38.0%) than
other sectors, whilst the construction sector regards
communication more highly (33.9%) than other sectors.
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Shortages of skills for innovation

Communication skills are considered to be the most lacking in organisations...

Chart 26: Shortages of skills for innovation
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Chart 27: Shortages of skills for innovation by size
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Chart 28: Shortages of skills for innovation by sector
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CEOs were then asked to identify the generic skills areas
in which their organisation was lacking.

Overall finding

B Whilst problem-solving skills are regarded as the most
important for innovation, communication skills are
considered to be the soft skills most lacking in
organisations (53.5% of firms).

B Nearly half of the firms surveyed (47.2%) indicated
they lacked skill in adapting to change.

B Just over 30% of respondents cited shortages in team-
work and problem-solving skills (33.3% and 31.5%
respectively).

Shortages of generic skills by size

B Firm size is significant with regard to experiencing a
lack of skills, for all generic skill areas.

B Large firms report the highest skills shortages across
communication (64.2%); adapting to change (57.0%);
problem-solving (51.9%); and teamwork (42.3%);
followed by medium-sized firms.

B Small firms are least likely to be experiencing
shortages across the soft skill areas.

Shortages of generic skills by sector

B The construction sector reported greater shortages
across all soft skill areas suggesting a greater
constraint on innovation in this sector.

B Construction firms are finding it significantly more
difficult to employ workers with appropriate problem-
solving skills. Nearly two-thirds (62.7%) of respondents
from the construction sector cited a shortage in
problem-solving skills, much higher than for the
manufacturing (38.8%) and services (38.6%) sectors.

B Manufacturing firms are least likely to be experiencing
a shortage of generic skills.

B These results are consistent with earlier findings which
show construction firms are experiencing greater
impacts on innovation from skill shortages than firms in
the manufacturing and services sectors.
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Innovative management capabilities

Managers have adopted a culture of information sharing to underpin innovation...

Management capability is critical in driving the new business
models, cultures and workforce needed to prosper.

B In The Significance of Knowledge Management in the
Business Sector 2004, the OECD reported that a clear
association could be observed between knowledge
management practices and innovation and productivity.

B These knowledge practices are: creating a knowledge
sharing culture; incentive policies to retain employees;
alliances for acquiring knowledge; and written knowledge
management policy.

B The importance of innovative management capabilities is
twofold: to motivate and support employees; and to develop
and implement organisational strategy which establishes an
innovative environment.

Chart 29: Percentage of firms adopting business practices

Culture of information
sharing

Incentive policies

Capture of employee
know ledge

Partnerships for acquiring
new know ledge

Mentoring

Other

0 10 20 30 40 50 60 70 80 90
Percentage of responses

Chart 30: Business practices by sector
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B Management impacts innovation through its influence
on the organisational enablers of innovation:
management systems; structures; processes; culture;
competencies; and networks.

Business practices for innovation

B CEOs surveyed were asked to consider a number of
business practices which are regarded as a means by
which businesses can effectively manage their
knowledge and use this as a lever for innovation.
Ideally all of these practices exist within organisations
seeking to be innovative.

B Chart 29 suggests that while a majority of firms have a
culture of information sharing, fewer collaborate to
foster innovation.

B A high proportion of firms consider their business has a
culture of information sharing (82.1%) and 57.7% claim
that incentives policies exist.

B Just over half the firms surveyed (54.4%) consider they
capture employee knowledge, whilst just under half
(47.8%) undertake in mentoring.

B Whilst developing external partnerships (or
collaborating) to acquire new knowledge is considered
to be an increasingly vital business strategy for
innovating firms, only 38.4% of firms in this survey
engage in this practice to foster innovation.

B A greater percentage of services sector firms have
implemented a culture of information sharing (91.2%);
incentive polices for retaining employees (68.5%);
mentoring programs (56.5%); and partnerships for
acquiring new knowledge (42.9%) than manufacturing
and construction firms.

B Firms in the construction sector are more active in
capturing employee knowledge than manufacturing
and services companies, with 56.9% implementing
such measures to a large or moderate extent.

B The pattern of adoption for the specified business
practices is relatively consistent across company size,
with a culture of information sharing the most widely
implemented in small, medium-sized and large firms.
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Increasing innovation through upskilling

Nearly two-thirds of firms use upskilling as a strategy to increase innovation...

Chart 31: Upskilling as a strategy to increase innovation
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Chart 32: Upskilling as a strategy to increase innovation by
sector
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Chart 33: Upskilling as a strategy to increase innovation
by size
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The previous section established a solid link between a
skilled workforce and innovative ability.

This section of the report explores the ways in which
businesses can increase the levels of skills within their
organisation and, in turn, their ability to innovate.

Overall finding

B CEOs were asked whether they use upskilling as a
strategy to increase innovation in their business. Nearly
two-thirds of all firms (65.9%) indicated they had used
upskilling as an innovation strategy.

Upskilling as a strategy by sector

B The use of upskilling as a strategy to increase
innovation was most prevalent in the services sector,
with 82.0% of respondents indicating they had taken
such an approach.

B This strategy is also relatively popular in the machinery
& transport equipment manufacturing (69.4%); food
processing (67.5%); and construction sectors (67.3%).

B Firms in the metal products manufacturing (54.2%) and
chemicals & allied products manufacturing (58.6%)
sectors reported the lowest adoption rate of upskilling
as a strategy for lifting innovation.

Upskilling as a strategy by size

B There appears to be a positive correlation between the
size of a company and their propensity to use upskilling
as a strategy to increase innovation.

B Large firms reported the highest usage of upskilling as
a strategy for increasing innovation, with 78.2%
confirming they had used such an approach.

B This might, to some degree, explain why a lower
proportion of large firms cited impacts on innovation
from skill shortages.

B Medium-sized firms were the next most likely to adopt
upskilling as a strategy to increase innovation, with
66.9% indicating they had done so. By contrast, only
60.4% of small firms stated they had used upskilling to
boost innovation levels in their business.

B The section on skill shortages found smaller firms more
likely than larger firms to retrain staff to meet skill
requirements. The results in this section suggest
there’s scope for smaller firms to redesign and tailor
this training to help boost innovative capacity.
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Upskilling expenditure as a percentage of turnover

Expenditure on upskilling is expected to lift moderately in 2008...

Chart 34: Upskilling expenditure (% of turnover) There appears to be clear links between the skill levels of
an organisation and its ability to be innovative. As such, it
1.0 is important that businesses look to raise their expenditure
on upskilling.

08 |- Overall finding

06 - B Expenditure on upskilling is expected to lift moderately
in 2008. Firms are planning to increase their
expenditure on upskilling, as a percentage of turnover,

04 - from an average 0.46% in 2007 to 0.54%.
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B Expenditure on upskilling existing staff is spending
which is additional to all other company training
expenditures such as the training of apprentices and
trainees, graduate training and increasing the skills of

2007 upskilling expenditure 2008 upskilling expenditure other newly employed staff, each of which are key

components of a firm’s overall training budget.

02 -

0.0

B Survey work conducted by Ai Group in March 2007
Chart 35: Upskilling expenditure by sector found that, on average, firms spent 1.8% of their

turnover on training (which incorporates upskilling
10 costs).

Planned changes in upskilling expenditure by sector
08

B Average expenditure on upskilling is expected to
increase in all sectors in 2008, excluding chemicals &
allied products manufacturing, where it is forecast to
drop from 0.26% of turnover to 0.25%.

0.6

04
0 Services sector firms anticipate spending 0.80% of

" their turnover on upskilling in 2008, the most of all
sectors, and this will assist them in their quest to boost
00 ‘ ‘ : : : : innovation through better skills.

Percentage of turnover
N

EERINSELS

Firms in the machinery & transport equipment sectors
plan to spend 0.66% of their turnover on upskilling in
2008, with upskilling expenditure forecast to remain
steady at 0.53% in other manufacturing firms.
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82007 upskilling expenditure 2008 upskilling expenditure
B Construction firms expect to spend an average of just
0.30% of turnover on upskilling in 2008, the second
lowest proportion behind chemicals & allied products
manufacturers.

hart 36: killi it i
Chart 36: Upskilling expenditure by size Planned changes in upskilling expenditure by size

10 B Despite a lower proportion of small firms using
upskilling as a strategy to increase in innovation, on
average they tend to spend more of their turnover on

0.8 ;
these expenses than their larger counterparts.

06 B This is not an unexpected outcome as small firms are
more likely to lack the surplus funds needed to cover

o4 the expenses of upskilling.

Percentage of turnover

® |n 2007, small firms spent an average of 0.53% of their
turnover on upskilling, compared with 0.45% for
medium-sized firms and 0.36% for large firms.

0.0

Small Medium Large B Medium-sized firms are planning for larger increases in
upskilling expenditure than both small and large firms.
W 2007 upskilling expenditure 2008 upskilling expenditure

B On average, medium-sized companies are expecting to
spend 0.58% of their turnover on upskilling their
workforce, the same as for small companies. Large
companies anticipate spending 0.39% of their turnover
on upskilling, on average.
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Occupations with the greatest priority for upskilling

Firms identified technicians and trades workers as the most in need of upskilling...

Chart 37: Occupations with greatest priority for upskilling
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Chart 38: Occupations with greatest priority for upskilling
by sector
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Chart 39: Occupations with greatest priority for upskilling
by size
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The ability to lift skills in the occupations with the greatest
priority will boost the effectiveness of upskilling as a
strategy to increase innovation.

B Occupations might be considered a priority for
upskilling if their current levels of skills are
insufficient. Alternatively, the importance of the
occupation to the overall success of the firm may
deem it a priority for upskilling.

Overall finding

B CEOs are strongly of the view that technicians &
trades workers are the greatest priority for upskilling
(27.0% of respondents). In the previous section,
technicians & tradespeople are also identified as
being the occupation suffering most from skill
shortages.

B New technologies coming on stream mean technical
skills need to be updated more often, fanned by
competitive pressures.

B Labourers & process workers are also considered to
be a high priority for upskilling, with more than one in
every five respondents (22.6%) citing workers in the
occupation as being the most in need of new skills.

B Apprentices & trainees (15.3%) and managers
(14.4%) are the other occupations considered to be a
priority for upskilling.

B The relatively high priority given to upskilling
managers suggests that while there might be less of
an overall shortage of managers than for other
occupations, the need to improve their skills is more
of a concern. It also accords with the need for greater
management capabilities for organisational
innovation, as acknowledged in the previous section.

Greatest priority for upskilling by sector

B Technicians & trades workers and labourers &
process workers are identified as the occupations
with the greatest priority for upskilling in the
manufacturing and construction sectors.

B Services sector firms believe the managers,
professionals, and engineers in their businesses are
more in need of upskilling than firms in the
manufacturing and construction sectors.

Greatest priority for upskilling by size

B Small companies are firmly of the view that
technicians & trades workers are the greatest priority
for upskilling (33.1%).

B By contrast, medium-sized firms identified labourers
& process workers as the most in need of upskilling,
with 29.3% citing the occupation as a priority.

B Managers (20.0%) and engineers (20.0%) are
considered by large firms to be the greatest priority.
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Methods for introducing new skills to existing employees

Informal in-house training is the most used method of upskilling...

Chart 40: Methods of upskilling (% of respondents) The quality of upskilling training available to firms will
influence the degree to which improved skills lead to
greater innovation.

Informal in-house training

Overall finding

B CEOs were asked which methods their business had
used to introduce new skills to existing employees.

External formal training

B More than three-quarters (76.7%) of respondents
confirmed using informal in-house training sessions to
introduce new skills to their existing workforces.

Formal in-house training

B Formal training, both external and in-house, is also
popular for upskilling. More than half of the
respondents indicated they use formal training to
introduce new skills (61.0% externally and 54.7% in-
house).

Mentoring

Vendor training

0 10 2 3 4 5 60 70 80 90 B Mentoring (44.8%) and vendor training (24.8%) are
Percentage of respondents less frequently used methods of UpSkI”Ing

o Methods for introducing new skills by sector
Chart 41: Methods of upskilling by sector

B Firms in the services sector are greater users of
external formal training; formal in-house training;
mentoring; and vendor training than manufacturing and
construction companies.

Informal in-house training

External formal training

B External formal training was the most used upskilling
method for services companies, with 81.5% of
respondents claiming to be users.

Formal in-house training

B Manufacturing firms were the biggest users of the
relatively less expensive informal in-house training
(77.3%). They were significantly less likely to use
external formal training (54.8%); formal in-house
training (50.2%); and vendor training (19.3%) than
services and construction companies.

Mentoring

Vendor training

0 10 20 %0 40 50 60 70 8090 Methods for introducing new skills by size

W Manufacturing  m Services Construction Percentage of respondents
B Despite spending a smaller percentage of their
turnover on upskilling, large firms were greater users of
Chart 42: Methods of upskilling by size external formal training (85.3%); formal in-house
training (77.3%); mentoring (56.0%); and vendor
training (48.0%) than their smaller-sized counterparts.

Informal in-house training

B Large firms exhibit a preference for the relatively more
expensive formal training options than small and
medium-sized firms.

External formal training

B Medium-sized firms (83.7%) and small firms (78.5%)
were more prolific users of informal in-house training,
than large companies.

Formal in-house training

Mentoring

Vendor training

0 10 20 30 40 50 60 70 80 90

Percentage of respondents
mSmall  m Medium Large
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Success of methods for introducing new skills to
existing employees

But formal in-house training is considered the most successful method...

Chart 43: Success of upskilling methods The methods most used by firms to upskill employees
are not the methods businesses consider to be the
most effective.

Formal-in house training

Overall finding

B While informal in-house training is the upskilling
method most used by Australian firms, formal in-
house training is the most highly regarded.

Mentoring

B Nearly 38.3% of all CEOs judge formal in-house
training to be ‘very successful’ in introducing new
skills to existing employees, despite it being the third
most adopted upskilling method.

Informal in-house training

External formal training

B This finding suggests that costs, as well as access to
and availability of formal in-house training, may be
factors restricting current upskilling efforts.

Vendor training

0 5 10 15 20 25 30 3 40 45 W Mentoring is also highly regarded as an upskilling
Percentage of responses method, with 35.9% indentifying it as ‘very
successful’. This is despite this upskilling method
being the fourth most adopted by firms.
Chart 44: Success of upskilling methods by sector

B Informal in-house training and external formal
training, the most used upskilling methods, are only
considered ‘very successful’ by 28.2% and 23.8% of
respondents respectively.

Formal in-house training

Mentorin,
° Success of upskilling methods by sector

B Manufacturers (39.9%) and construction firms
(35.7%) consider formal in-house training to be the
most successful way to upskill existing staff.

Informal in-house training

External formal training

B By contrast, firms in the services sector regard
mentoring as the most successful method to upskill
staff (40.0%).

Vendor training

0 5 10 15 20 25 30 35 40 45 B Services sector firms have a much lower regard for
Percentage of responses informal in-house training and vendor training than
EManufacturing = Services Construction their counterparts in the manufacturing and
construction sectors.

Chart 45: Success of upskilling methods by size
P 9 v Success of upskilling methods by size

B Formal in-house training is considered the most
successful upskilling method in firms of all sizes.

Formal-in house training

B Small firms have a higher regard for the upskilling
methods of external formal training and informal in-
house training than large and medium-sized firms.

Mentoring

Informal in-house training

B Vendor training was most highly regarded by
medium-sized firms; with 34.4% stating it was a ‘very
successful’ method to introduce new skills to existing
staff.

External formal training

B Large firms found mentoring arrangements more
successful as an upskilling method than their small
and medium-sized counterparts.

Vendor training

o] 5 10 15 20 25 30 35 40 45
Percentage of responses
M Small m Medium Large
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Skills for emerging technologies

Only one in five Australian CEOs are confident their staff possess the necessary skills to
take advantage of emerging technologies training...

Future levels of innovation will, in part, be dependent upon the
degree to which firms possess the skills required to take
advantage of emerging technologies.

Possession of skills to take advantage of emerging
technologies

B CEOs were asked to rate their readiness, in terms of skills, to
take advantage of emerging technologies.

B Only one in every five respondents (20.7%) cited a high
degree of confidence that their organisation possesses the
skills to take advantage of emerging technologies.

B An almost equal proportion of firms (20.5%) declared a low
level of confidence in regards to whether they possess the
skills for emerging technologies.

B An additional 2.1% of businesses stated they possessed
none of the skills required to take advantage of emerging
technologies.

Chart 46: Possession of skills to take advantage of
emerging technologies
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Chart 47: Response to emerging technologies
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Training for emerging technologies

CEOs were also asked whether they were training their
employees to meet the future requirements of
emerging technologies in their sector.

Almost one-half of all respondents (45.4%) indicated
they were training their employees in the use of
emerging technologies.

This suggests that more than half of the firms who
have undertaken training believe it still hasn’t provided
them with the skills they need to take advantage of
emerging technologies.

An additional 32.1% indicated they are planning to train
employees to take advantage of emerging
technologies.

Only 6.6% of firms suggested they were aware of the
training available, but were uninterested in using it,
while the remaining 7.7% were unaware of relevant
training available.

More than half of all services (56.5%) and construction
firms (54.9%) were training employees in the use of
emerging technologies, compared with only 40.7% of
firms in the manufacturing sector.

A larger proportion of manufacturing firms were aware
but uninterested (7.4%) and unaware (9.3%) of training
available in the use of emerging technologies, than
firms in the services and construction sectors.

Medium-sized firms were the greatest users of training
in emerging technologies (51.5%), with another 30.1%
planning to engage in appropriate training.

One in every 10 large firms indicated they were aware
of the training in emerging technologies available but
were uninterested in utilising it.

Deloitte
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Current pattern of apprentice employment
School-leavers constitute the largest number of apprentices employed...

Chart 48: Employment of apprentices by type Overall finding

B Another way to introduce new skills into a business is

or through the employment of apprentices.

60
B Of the firms surveyed, apprentices made up 2.5% of
50 - total employment.
401 B The survey asked firms for the number of school-
leaver, school-based and mature-age apprentices they

30
currently employ.

Percentage of apprentices

B Nearly two-thirds (64.2%) of all apprentices employed
were school-leavers. Mature-age apprentices
constituted 28.5% of the total number of apprentices

employed, with school-based apprentices making up
School-leavers School-based Mature-age the remaining 7.3%.

Employment of apprentices by sector
Chart 49: Type of apprentices by sector

80 ¢ B The popularity of the different types of apprentices
0l varied considerably across sector.

60 - B The machinery & transport equipment manufacturing
(70.9%); services (69.6%); and metal products
manufacturing (69.4%) sectors employed the largest

proportion of school-leaver apprentices.

50 -
40 -

30
B Mature-age apprentices were the preferred type in the
chemicals & allied products manufacturing sector,
representing 41.7% of the total number of apprentices
employed. The other manufacturing (39.8%) and food

processing & manufacturing (31.7%) sectors also

Percentage of apprentices
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m School-leavers = School-based Mature-age B The food processing & manufacturing sector employed
the greatest proportion of school-based apprentices
(30.8%), with the chemicals & allied products
manufacturing (20.8%) and construction (17.8%) the
Chart 50: Type of apprentices by size other major employers.
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Employment of apprentices by size
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B Larger firms are clearly more likely to employ school-
leaver apprentices (70.4%) than medium-sized (67.9%)
and small firms (37.4%).
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B |n fact, mature-age apprentices constituted the majority
of total apprentices employed by small firms (53.5%).

~n w
o o
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B School-based apprentices made-up the minority of total
apprentices employed by small (9.1%), medium (6.3%)
and large (8.7%) firms.

Percentage of apprentices
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Plans for additional apprentices in the coming 12 months

School-leavers expected to constitute the majority of new apprentices in 2008...

Chart 51: Additional apprentices by type Overall finding
B CEOs were also asked for the number of additional
70 school-leaver, school-based and mature-age
3 apprentices they plan to take-on in the coming 12
g 607 months.
8 B The increase in apprentices in 2008 is expected to
6 40 - occur in similar proportions to current employment, with
g school-leavers constituting nearly two-thirds (64.1%) of
830 all new apprentices.
f=
§ 20 L
& B |n contrast, mature-age apprentices are expected to
10 - make-up 24.0% of new apprentices in 2008 and
- school-based apprentices the remaining 11.9%.
0
School-leavers School-based Mature-age Additional apprentices by sector
B School-leavers are expected to constitute the majority
of new apprentices in all sectors in 2008.
Chart 52: Type of additional apprentices by sector B The machinery & transport equipment manufacturing
(73.0%); services (70.8%); and other manufacturing
80 ¢ (66.2%) sectors expect to take-on the largest
proportions of school-leaver apprentices in the
W or coming year.
g 60"
S oo B The chemicals & allied products manufacturing sector
g is expected to take-on the greatest proportion of
s 40 mature-age workers (34.7%), the sector’s second
© 30 preferred type behind school-leavers (64.3%).
g 20f B Food processing & manufacturing is expected to
& 10 engage the greatest proportion of school-based
0 apprentices (38.2%), matching their current
=g §22 2§ 3..5 3 % g employment of these apprentices. The construction
§ = g2z 2E =g g2 ge % g sector is expected to take-on the second largest
g3 gge  g2g £33 %:" g ’ 2 proportion of school-based apprentices (27.6%).
éa ’ ! Additional apprentices by size
m School-leavers m School-based Mature-age
B School-leavers are also expected to constitute the
majority of new apprentices across firms of all size.
Chart 53: Type of additional apprentices by size B Large firms are expected to engage the greatest
proportion of school-leavers as apprentices (66.1%),
70 - as well as the smallest proportion of mature-age

apprentices (19.1%).

60

B Conversely, small firms anticipate taking on the largest
proportion of mature-age apprentices (28.6%) and the
smallest proportion of school-leavers as apprentices

50 -

40 -

Percentage of apprentices

(61.2%).
30 -
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