Tasmania’s demographic
context in advancing
productivity and prosperity
through education and work




Overview

mmmel  Demographic context

e Population change in Tasmania

e  Tasmania’s workforce

* Workforce ageing
¢ New workforce entrants — population projections

PC Reform imperative - Building an adaptable workforce: education

* Improve schools’ capacity to lay the educational foundations for the future workforce
e Support a culture of lifelong learning for an agile workforce

e Increase tertiary education teaching quality to underpin a well-trained workforce

e Better and more flexible matching between students and work opportunities

PC Reform imperative - Building an adaptable workforce: migration

¢ A better targeted skilled migration system
¢ Interstate migration from a Tasmanian perspective

PC Reform imperative - Creating a more dynamic economy

¢ Skilled workforce retention
¢ Utilisation

Key Messages




Demographic context




Demography

“The study of life, death and everything we do in between”
— David Bloom, 2020

At its core — the drivers of population change —fertility,
mortality and migration and their interaction.

Plays a key role in our political systems, economies and
societies at the local, regional, state, national, and global level.

The fabric of a place - social, political and economic - is
fundamentally determined by its socio-economic
demographics.

Public policy both shapes and (should) responds to
demographic trends and directly, and indirectly, influences
population change.



Population change in Tasmania
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Population size
and growth rate
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Population change

A function of:
* population age structure

* migration

Driven by individual decisions:
* Whether or not to have a child, when and how many to have

* Where to live — opportunity, financial, personal factors
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See explainer here


https://lisadenny.substack.com/p/take-bernard-with-a-grain-of-salt

The future?

Prior to the pandemic, highest population growth rates this century

* Over 80% of the growth came from migration

Since the pandemic:

*Population growth rates are now the lowest since 2012

*Net Interstate Migration is negative for the first time in 7 years

*Natural increase (different between births and deaths) is lowest on record
The future is uncertain...

The population age structure will continue to change regardless of growth rate
or population size...

Population ageing is unavoidable....

This impacts the economy, workforce, job creation and productivity....
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Tasmania’s Workforce

THE TASMANIAN ECONOMY AND WORKFORCE IS IN THE BEST STATE IT HAS EVER BEEN...
BUT...THIS IS NOT SURPRISING...

POPULATION AGEING = AGEING WORKFORCE

POPULATION AGEING WILL ONLY BE A PROBLEM WHEN T
RATE IS HIGH AND INCREASING AND THE UNEMPLOYMEN

AS IS THE CASE IN TASMANIA CURRENTLY.

H
T RAT




65+

H male
60-64

IESMERIER
workforce by
age and sex

55-59 H female

Around 290,000 workers 40-44
52% are male 35-39
Over a third aged 50 or older (101,000 30-34
people)

25-29
Over the next 15 years these older
workers will exit the workforce due to 20-24
retirement....

15-19

They will need to be replaced....
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Source: ABS, Labour Force, Detailed, August 2023




Future workforce




Labour Market

Entrants to Exits
(15-24:55-64)

Shows the number of potential
workforce entrants aged 15 to 24
years of age to potential workforce
exits aged 55 to 64 years of age.

A ratio of more than 1 indicates more
labour market entrants to exits.

A ratio of less than 1 indicates more
labour market exits than potential
entrants.

In Tasmania, the LMEE ratio shifted to
less than 1 in 2010.

It is projected that there will be less
potential labour market entrants than
exits for the projection period.
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Potential new
workforce entrants
- projections by
age group

The number of secondary school
students aged 12 to 17 is projected to
start declining from 2025.

The number of labour force entrants
aged 18 to 24 is projected to starting
declining from 2030.

If Tasmania’s successful school
completion rate remains at around
60% (3 in 5 students) then the
potential supply of educated and
skilled workers is further diminished.

If Tasmania’s educational attainment
rate improved by 0.1PP each year, the
number of literate, numerate and
successful school leavers would
increase but the LMEE would still not
exceed 1.
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— |iterate, numerate and successful school leavers

——successful school leavers if attainment rate improves by 0.1PP pa

Source: Advanced Demographic Modelling, population projections, Tasmania (2022)
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Fducational outcomes




The economics of education

Human capital has become synonymous with
educational attainment

Assumptions:

- economic growth and productivity determines the
future economic and social well-being of a nation

- to measure the contribution of human capital to the
economy using the production function, education -
years of schooling or highest level of educational
attainment - is used as a proxy

But:
This is a quantity measure of education.
Measurement should focus on the outcomes achieved

through education (i.e. the quality of education) rather
than solely the quantity of education.

In the past, investing in education and training has
been a priority policy lever used by policy makers to
improve the stock of human capital and productivity.

BUT: Increases in the quantity of education, measured
by levels of educational attainment or years of
schooling, has not resulted in a corresponding increase
in productivity growth, as was expected.

Some have concluded that the contribution of
education to economic growth may be overestimated.

Others argue that the lack of correlation relates to the
measurement of human capital, rather than education
per se.

> human capital is a constructed means of production
and cannot be assumed to be homogenous.

Ilgnoring differences in the quality of education
significantly distorts the picture of how education and
economic outcomes are related.


http://www.lisadenny.com.au/uploads/1/5/6/8/15682790/primary_school_eficacy_low_res_compressed.pdf

Education — Quantity V Quality

= Measured by levels of educational attainment or years of schooling

=Incomplete and ineffective measures of the relevant knowledge
and skills in the economy

= This may be because relevant data is readily observable,
consistent, available and measurable.

= assumes that a year of schooling is homogenous and that it
delivers the same increase in knowledge and skills regardless of
the school, sector or system.

= does not differentiate between the type or quality of educational
outputs.

= assumes that formal schooling is the primary source of human
caPitaI and that variations in the quality of non-school factors
affecting learning and improving human capital have a negligible
effect on education outcomes

= neglects the qualitative differences in the knowledge and
cognitive skills acquired through the schooling experience and
other sources of learning. it distorts both the empirical analysis
and resulting policy development.

*Quality education is a measure of knowledge and
cognitive skills demonstrated through standardised tests
in literacy, numeracy and science.

*When the cognitive skills of the population are included in
the production function, a statistically and economically
significant positive effect of the quality of education on
economic growth is apparent.

*This effect is far larger than the association between the
guantity of education and economic growth.

*Models that include direct measures of cognitive skills can
account for about three times the variation in economic
growth than models that include only years of schooling.

*When cognitive capacity is included in the model, the
association between years of schooling and economic
growth turns insignificant and is reduced to close to zero.

The acquisition of quality education begins in primary
school.



Predictors of educational outcomes

Several studies using multivariate Empirical evidence:

analysis to DFEdiCt academic Year 9 academic results predict year 11 and 12 performance!
performance conclude that prior
achievement in primary school has

. ’ Year 9 NAPLAN writing results were the strongest predictor of
the most influence on young people 5 year 11 and year 12 performance, more so that reading,

Writing skills are correlated with year 11 and 12 performance?

overall educational outcomes spelling, grammar or numeracy?

Writing ability is predicted jointly by spelling, grammar and
and that punctuation, with spelling being the strongest predictor*
Successful Completion of year 12 S Proficiency in English is a strong predictor of mathematical
associated with prior achievement in ~ 2chievement’
litera Cy a nd numera cy th roughout At primary school, many children fail to achieve sufficient
the scho0ling eXperience, MOre SO sreesctomanhont o oo 4 academic

than parental education or socio-
economic background.
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Proportion of Tasmanian students who need support and intervention to achieve the expected level, NAPLAN, 2023
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Solution: improve primary school efficacy

Improving the quality of educational outcomes of the
population has a greater longer term impact on

improving productivity than increasing years of 35%
schooling and/or regulatory reform.

Change in multi-factor productivity, per cent

3.0%

A sustained improvement in PISA student test scores 25%
(cognitive skills) by 5.14% is estimated to increase MFP o
by between 3.4% and 4.1% in the long run (OECD).

Comparatively, an increase in mean years of schooling of
9.3% generates an increase in MFP of between 1.8% and

——Improvement in product market regulation

2.2% over the same period. — Improvement instudent sils

0 10 20 30 40 50 60 70 80 90 100

Another OECD study showed that a twenty-year reform
plan to improve educational outcomes would yield a 5%

Increase in G DP (COm pa rEd Wlth an eCOnomy Wlth no Source: Egert, B., de la Maisonneuve, C., and Turner, D. (2022), A new macroeconomic measure of human capital

increase in co gn |t|V€ Sk| | IS) . E);plilggg F(;I:é\Dand PIAAC: Linking education policies to productivity, OECD Economics Department Working Papers



Long term
thinking
required

Profound impact is possible.

Improving primary school efficacy has a long-run macro-
economic effect as productivity improvements will be
realised once the student cohorts are engaged in the
workforce.

To be reflected in the entire working age population, the

OECD estimates it would take almost five decades before

sustained improvements in student skills are fully realised
in productivity improvements.

The model found that over the long run, improvements in
student skills have a greater impact on improving
productivity performance than improvement in product
market regulation.






Components of
Population
Change
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Interstate

Migration —
arrivals and
departures

10 year average

Arrivals — 14,446 pa

(March 23 12,880)

Departures — 12,427 pa
(March 23 14,874)

Net gain — 764 pa
(March 23 -1,995)
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Overseas Migration
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Net Migration — by 5 year age group
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Dynamic economy



Workforce
polarisation

Direct result of:

- ongoing industrial revolutions and
the shift to services sectors

- economic development policy

- priority industry sectors

- socio-demographic profile

Due to our industry structure and
resulting job offering Tasmania has

a population retention problem

a utilisation problem
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45.2% of the jobs on offer in
Tasmania require no more than a
Certificate Il qualification (2/3" of

tourism workers )

35.0
28.9 |

Skill Level 1 Skill Level 2 Skill Level 3 Skill Level 4 Skill Level 5

Source: ABS, Education and Work, 2022 ™ Tasmania M Australia

Skill Level 1 is commensurate with a Bachelor degree or higher qualification
Skill Level 2 is commensurate with an Advanced Diploma or Diploma

Skill Level 3 is commensurate with a Certificate IV or Il (including at least 2 years on-the-job training)

Skill Level 4 is commensurate with a Certificate Il or Il
Skill Level 5 is commensurate with a Certificate | or secondary education
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http://www.lisadenny.com.au/uploads/1/5/6/8/15682790/youth_jobs_strategy_-_ld_submission_.pdf
http://www.lisadenny.com.au/uploads/1/5/6/8/15682790/youth_jobs_strategy_-_ld_submission_.pdf
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Utilisation
Problem —
case study |
20-64 years of age o 24.3
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https://lisadenny.substack.com/p/more-people-have-been-moving-to-tasmania
https://lisadenny.substack.com/p/more-people-have-been-moving-to-tasmania
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Utilisation Matrix —
iInward migration

Skill Level 1 is commensurate with a Bachelor degree
or higher qualification

Skill Level 2 is commensurate with an Advanced
Diploma or Diploma

Skill Level 3 is commensurate with a Certificate IV or IlI
(including at least 2 years on-the-job training)

Skill Level 4 is commensurate with a Certificate Il or Il|

Skill Level 5 is commensurate with a Certificate | or
secondary education

Skill Level 1
(%)

Postgraduate 320
Degree Level
Graduate
Diploma or
Graduate 50.5
Certificate
Level

Bachelor
Degree Level 365
Advanced
Diploma and
Diploma
Level

16.0

Certificate Il

& IV Level B

Secondary
Education -
Years 10 and
above

7.6

Skill Level 2 Skill Level 3

(%)

7.9

7.3

9.7

18.4

9.9

6.4

(%)

4.8

6.1

5.3

9.0

21.1

6.6

Skill Level 4
(%)

18.7

10.8

15.1

18.1

19.7

18.8

Skill Level 5
(%)

15.2

5.5

12.5

111

10.7

18.4

Not Working
(%)

20.3

18.9

20.0

26.3

28.5

41.0

Total
(No.)

11,625

1,607

15,051

4,739

6,033

8,134

Under-
utilised (%)

White = match, red = under-utilised, green = under-qualified, orange = over-qualified, yellow = not utilised






Key messages

Further reading:
www.lisadenny.com.au

Lisadenny.substack.com

Demographic context matters. Public policy
shapes, and should respond to, demographic
trends to influence population change as well
as economic and social outcomes.

Tasmania does not have a workforce demand
issue, it has a workforce supply issue which will
continue into the future.

There is, and will continue to be, increasing

competition for workers from a diminishing
supply of labour.

The quality of education matters. It predicts
educational attainment and the capability of

future workers.

Industry structure matters. It determines the
types of jobs on offer and the prosperity of a
place. It is the key to achieving and retaining a
productive workforce.



Dr Lisa Denny

Workforce Demographer
Adjunct Associate Professor, University of Tasmania

www.lisadenny.com.au
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