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	Overview
More people are participating in paid work than ever before. The labour force participation rate is near record highs. Employed people are, however, working fewer hours on average. 
As the population continues to age over the next 40 years, the overall participation rate is projected to decline gradually, from 66.6 per cent in 2022–‍23 to 63.8 per cent by 2062–63. This reflects a growing population share of older Australians who tend to participate less in the labour force. 
Among those working, average hours worked per week is expected to decline slightly from around 32 to 31 hours per week by 2062–63. Average hours worked per head of total population aged 15 years and over is also projected to decline slightly as the population ages, from around 20 hours to 19 hours per week by 2062–63. 
Further increasing employment opportunities for people from historically underrepresented groups, women, and older Australians who may wish to work more, may help offset the effects of ageing on labour force participation. 
Trends in labour force participation also reflect profound changes in the type of work Australians do. Population ageing, rising demand for care and support services, increased use of data and digital technology, and climate change and the net zero transformation will all influence the demand for various types of work. Responsive, effective education and training systems, forward‑looking skills‑based policy, and well‑targeted migration will mean Australia is well positioned for these future structural forces.




[bookmark: _Toc131010804]More Australians are participating in paid work
Labour force participation underpins people’s living standards and Australia’s economic prosperity. A paid job benefits people in many ways, including financial security, establishing and developing social connections, and contributing to a sense of purpose. A high rate of labour force participation is central to economic growth and sustaining revenues for government services.
The labour force participation rate has trended up over the past 40 years. Strong demand for labour over the past couple of years has seen the participation rate reach a record high (Chart 3.1). A strong labour market has also translated to a historically high employment rate and historically low unemployment rate.
The increase in labour force participation over the past 40 years has largely been driven by women. There has been a significant increase in women’s participation across the age distribution, and the total participation rate for women has also reached a record high. The participation rate of older Australians has also increased over time. These trends have more than outweighed declining participation among men aged under 55 years.[endnoteRef:2] [2: 	Black, D., Tseng, Y., & Wilkins R., ‘The Decline in Male Employment in Australia: A Cohort Analysis’, Australian Economic Papers, 49/3 (2010) 180–199.] 

At the same time, people are investing more time in their education when young, working fewer hours when they do have jobs, and spending more time in retirement owing to increased life expectancy. The net effect of these trends has been relative stability over the past 40 years in average hours worked per head of total population aged 15 years and over, at around 20 hours per week (Chart 3.2).
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	[bookmark: _Ref142469715]Average weekly hours worked per head of total population aged 15 years and over

	[image: This line chart shows the monthly labour force participation rate between 1983 and 2023 split by sex. In aggregate, the participation rate has climbed steadily over the past 40 years, peaking at 66.9 per cent in May 2023. The participation rate for females remains lower than the participation rate for males. However, the gap in participation rates between females and males has closed from over 32 percentage points in 1983 to around 9 percentage points in 2023.]
	[image: This line chart shows the average weekly hours worked per head of total population aged 15 years and over between 1983 and 2023, split by sex. In aggregate, hours worked have remained flat at around 20 hours per week. The chart shows that these trends differ for males and females. Hours worked per female has increased from around 11 to 17 hours per week from 1983 to 2023. For males, average hours worked declined from 26 to 24 hours per week.]

	Source: ABS Labour Force.
	Source: ABS Labour Force.
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The participation rate is projected to gradually decline
Australia’s participation rate is projected to decline over the next 40 years from 66.6 per cent in 2022–23 to 63.8 per cent in 2062–‍63 (Chart 3.3). This decline reflects a growing share of older Australians, who tend to participate less in the labour force, and is only partly offset by higher participation of younger and future generations.

[bookmark: _Ref130281456][bookmark: _Ref134450933]Projected participation rates across intergenerational reports
[image: This is a line chart showing actual and projected labour force participation rates from 1982-83 to 2062-63. Each set of IGR projections from 2002 to 2023 are shown with their own line. Projections have been revised up in successive IGRs since 2002 as the actual rate of labour force participation has been higher than past projections predicted.]
Source: ABS Labour Force and Treasury.

Similar to the 2021 Intergenerational Report, the projected decline in the participation rate is more moderate than in earlier reports. Recent strength in labour force participation reflects several long‑running trends. These include gains in participation among women and older Australians, and a younger migrant intake lowering the age structure and boosting participation rates over their working life. These factors have seen actual participation consistently outperform previous projections, with the participation rate revised up in each report since 2002.
Another important dimension in assessing equality of economic opportunity through work is the unemployment rate – the share of people who are actively looking for work and are available to work but have not found employment. The 2023–24 Budget projected the unemployment rate would rise modestly from its current lows to 4½ per cent in 2024–‍25 but remain low by historical standards. The unemployment rate settles at Treasury’s assumption for the non‑accelerating inflation rate of unemployment (NAIRU) by 2026–27 and remains there over the rest of the projection period. The NAIRU represents the level of the unemployment rate associated with stable growth in wages and prices.
Estimates of the level of the NAIRU are associated with significant uncertainty and can change over time as a result of policy or other factors. The NAIRU would be expected to decline as structural issues that cause unemployment are addressed, for example by improving employment services and education and training systems and increasing access to affordable childcare and housing. Consistent with the 2023–24 Budget, this report assumes the NAIRU to be 4¼ per cent, ½ a percentage point lower than the 4¾ per cent assumption in the 2021 Intergenerational Report.[endnoteRef:3] The decline in the NAIRU and the near record‑high participation rate indicate the capacity of the economy has increased and that more Australians are able to sustainably participate in work.  [3:  	Treasury (Commonwealth of Australia), October 2022–23 Budget Paper No. 1 Budget Strategy and Outlook (Canberra: 2022), 33.] 

Having an assumption about the NAIRU is a part of putting together long‑term economic projections and is an important input for policymakers when considering current economic circumstances. It should not be confused with longer‑term policy objectives.
The Employment White Paper, to be published in September, will discuss the Government’s full employment objective and strategy for lowering barriers to employment in further detail. 
An ageing population will place downward pressure on the participation rate
Over the course of a person’s life, labour force participation tends to start low while completing education, peak in middle age, then taper off towards retirement. With longer life expectancies translating into more years of full health (Chapter 2), it has been easier for older Australians to participate in the labour force if they want to, while also enjoying longer retirements.[endnoteRef:4] Indeed, older Australians have seen the largest increases in participation rates over the past 40 years, particularly women in their 50s and early 60s (Chart 3.4 and Chart 3.5). [4: 	OECD, ‘Pensions at a Glance,’ OECD Pensions Statistics (2023) https://doi.org/10.1787/data‑00625‑en, accessed 5 Aug. 2023. ] 
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	[image: This is a line chart that shows labour force participation rates for females by 5-year age groups, with lines for 1982–83, 2022–23 and 2062–63. For females in all age groups, participation rates have increased between 1982–83 and 2022–23. Further small increases in participation are projected for females in most age groups by 2062–63.]
	[image: This is a line chart that shows labour force participation rates for males by 5-year age groups, with lines for 1982–83, 2022–23 and 2062–63. While participation of older males has increased over the past 40 years, it has declined for younger and prime working age males. Over the next 40 years, participation rates are projected to decline further for younger males but increase for older males.]

	Source: ABS Labour Force and Treasury.
	Source: ABS Labour Force and Treasury.



Older Australians have more options to participate in paid work should they wish to do so thanks to a combination of improved health and greater availability of less physically demanding jobs. Changes to Age Pension eligibility are also likely to have affected the participation decisions of older Australians.[endnoteRef:5] In addition, the rise in older women’s participation reflects the changing mix of generations in the labour force, with younger generations of women more likely to participate and for longer. The continuation of these trends is expected to further increase the participation rates of older Australians over the next 40 years, although by a smaller amount than in the past. [5: 	Gustafsson, L., Australian Labour Force Participation: Historical Trends and Future Prospects, (Canberra: Treasury, Commonwealth of Australia, 2021), 18.] 

Increases in participation rates, including among older Australians, over the past 40 years have more than offset the effect of population ageing. Over the past 40 years, an older population has reduced the overall participation rate by around 5 percentage points, but this has been far outweighed by rising participation rates more generally, which have increased the overall participation rate by around 12 percentage points. This positive effect of higher participation rates within cohorts has translated to around 2½ million additional people in the labour force. 
Australia’s migration policies over recent decades have also helped to partly offset the effects of population ageing (Chapter 2). Over the past 20 years, these policies have targeted young, skilled migrants, which has resulted in a population that is younger than it would have otherwise been.[endnoteRef:6]  [6: 	Borland, J., ‘Labour market snapshot #92: How immigration keeps Australia young and the participation rate rising’, Jeff Borland @ University of Melbourne. (Sep. 2022), 1. https://sites.google.com/site/borlandjum/labour‑market‑snapshots, accessed 26 July 2023.] 

[bookmark: _Toc131010808]Looking forward, the share of the population aged 65 years and over is projected to increase from around 17 per cent in 2022–23 to 23 per cent in 2062–63, reflecting low fertility rates and increasing life expectancy (Chapter 2). As people aged 65 years and over have lower participation rates, a larger share of Australians in this age group will lower the overall participation rate, with the impact only partly moderated by further increases in participation rates within some age‑sex cohorts. Ageing is expected to have a sizeable effect on the participation rate until 2029–30 as the baby boomer generation transitions to retirement, before its effect on participation slows somewhat through to 2062–63.
The gender gap in participation is expected to narrow
The participation rate of women has increased by more than 17 percentage points over the past 40 years, while the participation rate of men has declined by around 6 percentage points (Chart 3.6). This has narrowed the gender gap in participation significantly from over 32 percentage points in 1982–83 to around 9 percentage points in 2022–23. While considerable progress has been made, gender inequality continues to hold women back in the labour market.

[bookmark: _Ref130281541][bookmark: _Ref134441072]Historic and projected participation rates by sex
[image: This line chart shows the labour force participation rate from 1982–83 to 2062–63 by sex, with data beyond 2022–23 being projections. The gap in participation between males and females has narrowed from over 32 percentage points in 1982–83 to around 9 percentage points in 2022–23. It is projected to narrow further to around 7 percentage points by 2062–63.]
Source: ABS Labour Force and Treasury.

The narrowing of the participation gap has been underpinned by a range of economic, demographic and social factors.[footnoteRef:2] The share of Australians with high levels of education has been rising, particularly for women.[endnoteRef:7] At the same time the economy has shifted to be more services‑oriented (Chapter 1) and employment arrangements have become more varied. Combined with changes in legislation and social attitudes, this has encouraged more women to enter skilled professions over the past 40 years.[footnoteRef:3] [endnoteRef:8] Women on average are also having fewer children and having them later in life (Chapter 2), which tends to be associated with higher labour force participation.[endnoteRef:9] [2: 	Many of these are discussed in the 2023–24 Women’s Budget Statement and 2021 Intergenerational Report.]  [7: 	Australian Bureau of Statistics (ABS), ‘Education and work’, ABS (10 Oct. 2022), https://www.abs.gov.au/statistics/people/education/education‑and‑work‑australia/
latest‑release, accessed 25 July 2023.]  [3: 	Despite these changes, industrial and occupational segregation has remained persistent in the Australian labour market and contributes to the gender pay gap. ]  [8: 	Treasury (Commonwealth of Australia), 2023–24 Women’s Budget Statement (Canberra, 2023), 28.]  [9:  	Goldin, C., ‘The quiet revolution that transformed women’s employment, education, and family’, American Economic Review, 96/2 (2006) 1–21.] 

Many women continue to face barriers to finding a job or working the hours they would prefer. A key barrier is unpaid work and caring responsibilities, particularly for women with young children (Box 3.1). Recent policy changes and reforms such as the significant investments in early childhood education and care, as well as expanded Australian Government‑funded and private sector Paid Parental Leave schemes, will give families more choice in how they balance work and care. Treasury estimates that the Government’s Child Care Subsidy changes will increase hours worked by women with young children by up to 1.4 million hours per week, equivalent to an extra 37,000 full‑time workers, in 2023–24.[endnoteRef:10]  [10: 	Treasury, October 2022–23 Budget Paper No. 1 Budget Strategy and Outlook, 62.] 

The continuation of long‑run economic, demographic and social trends is projected to see the participation gap between men and women narrow further to around 7 percentage points in 2062–63. Reducing barriers to women participating in the labour force will be crucial to further closing the gender participation gap and unlocking the full economic potential of women. 
In addition to caring responsibilities and unpaid work, women’s participation choices can be affected by a range of factors, including longstanding gender stereotypes in society, industrial and occupational segregation, and the prevalence of discrimination and harassment in some workplaces.[endnoteRef:11] [endnoteRef:12] Family and domestic violence also significantly reduces women’s economic participation and their lifetime earnings.[endnoteRef:13] Addressing these barriers will help ensure that workers’ skills are utilised to their full potential, and all people who want to work can choose the career that best suits them. [11: 	Hickson, J. & Marshan, J., ‘Land of the (Un)Fair Go? Peer gender norms and gender gaps in the Australian labour market.’ Tax and Transfers Institute Working Paper, 9/2023 (2023).]  [12: 	Treasury, 2023–24 Women’s Budget Statement, 29.]  [13:  	McFerran, L., ‘Safe at home, safe at work?’, National domestic violence and the workplace survey, (University of New South Wales, 2011).] 

	[bookmark: _Ref140521460]Caring roles impact women’s participation
The experiences of women in the labour market are varied, and many women continue to face barriers to finding jobs or working their preferred hours. One of the key barriers to women’s participation is the unequal division of caring and other unpaid work. In 2020–‍21, women on average spent around 40 per cent more time on unpaid work each day than men.[endnoteRef:14] The gap tends to be largest among parents of young children, but also exists in couples without children and where women are the higher earning partner.  [14: 	ABS, ‘How Australians Use Their Time’, ABS (7 Oct. 2022), https://www.abs.gov.au/statistics/people/people‑and‑communities/how‑australians‑use‑their‑time/latest‑release, accessed 25 July 2023. ] 

The gap in labour force participation rates and hours worked between women and men is largest around prime child‑rearing years (Chart 3.7 and Chart 3.8). A woman’s likelihood of being employed drops by around 45 per cent in the year of their first child’s arrival, with little recovery in the following five years, and hours in paid work are around 35 per cent lower on average in the first five years of parenthood.[endnoteRef:15] In contrast, men’s hours worked on average drop only in the first month of parenthood before returning to their previous levels.[endnoteRef:16]  [15: 	Bahar, E., et al., Children and the Gender Earnings Gap: Evidence for Australia (Canberra: Treasury, Commonwealth of Australia, 2023), 11. ]  [16: 	Treasury, October 2022–23 Budget Paper No. 1 Budget Strategy and Outlook, 60.] 


	[bookmark: _Ref134538380]Average weekly hours worked by sex and age
	[bookmark: _Ref134538402]Participation rates of parents with children under five years

	[image: This is a line chart that shows average hours worked per week by age for four cohorts: male parents, other males, female parents and other females. In 2021, females hours worked were lower than for males across the age distribution. The gap in hours worked between males and females was larger for parents around peak child-rearing years.]
	[image: The second chart is a bar chart that compares the participation rate of single mothers, partnered mothers and all fathers as at June 2005 and June 2022. The participation rate of fathers was above 92 per cent in both years. The participation rate of partnered mothers has risen from 53 per cent in 2005 to nearly 69 per cent in 2022. The participation rate of single mothers has also risen from 38 per cent in 2005 to 52 per cent in 2022, but remains lower than for other groups.]

	Note: Based on parents and children in the same family household on Census night.
Source: Treasury analysis of ABS Census, 2021.
	Source: Treasury analysis of ABS Labour Force Status of Families.

	






	Well‑designed paid parental leave and early childhood education and care policies can play an important role in encouraging parents to share unpaid care responsibilities and boost women’s labour force participation.[endnoteRef:17] Recent changes to the Government’s Paid Parental Leave scheme have been designed to further support women’s participation by encouraging greater use by fathers and partners. Evidence shows that when men are more active carers early in a child’s life, parents share caring responsibilities more equally over the longer term, supporting women’s participation in paid work.[endnoteRef:18] The Government has recognised through their commitment to the Cheaper Child Care package and the Productivity Commission Inquiry into Early Childhood Education and Care that access to quality, affordable early childhood education and care supports parents to balance work and care responsibilities. [17: 	Kalb, G., ‘Paid parental leave and female labour supply: A review.’ Economic Record, 94/304 (2018), 80–100.]  [18: 	Adema, W., Clarke, C., & Frey, V., ‘Paid Parental Leave: Lessons from OECD Countries and Selected U.S. States’, OECD Social, Employment and Migration Working Papers, 172 (2015), https://doi.org/10.1787/5jrqgvqqb4vb‑en, accessed 25 July 2023. ] 

The challenge of balancing the provision of significant and essential care for children with paid employment falls hardest on single parents, over 80 per cent of whom are women. In June 2022, the participation rate of single mothers with children under five years was 17 percentage points lower than partnered mothers and 40 percentage points lower than all fathers. A number of recent policy changes will provide additional support to single parents, including expanded access to Paid Parental Leave and extension to the Parenting Payment (Single) from when their youngest child is aged from 8 to under 14 years old.
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Average working hours are declining as work patterns change
Rising participation over the past 40 years has included a substantial increase in part‑time work (Chart 3.9). As a result, average hours worked among those with jobs has declined from around 34 hours per week in 1982–83 to less than 32 hours per week in 2022–23 (Chart 3.10).

	[bookmark: _Ref130281564][bookmark: _Ref134441141][bookmark: _Ref135136444]Part‑time employment share by sex and age
	[bookmark: _Ref142991802]Average weekly hours worked per employed person

	[image: The first chart is a line chart that shows the average weekly hours worked per employed person between 1983 and 2023, split by sex. In aggregate, average hours has declined from around 34 hours per week in 1983 to around 32 hours per week in 2023. This has been mostly driven by a decline in average hours worked by males, down from 37 hours per week in 1983 to 35 hours per week in 2023. The average weekly hours worked by females has stayed broadly flat at around 28 hours a week.]
	[image: The second chart is a line chart that shows the share of part-time employment for males and females by age group, comparing 1982–83 to 2022–23. Part-time employment has increased for males in all age groups, particularly among younger (15–29 years) and older workers (55+ years). The share of females aged 25–59 years old working part time has declined over the past 40 years.]

	Source: Treasury analysis of ABS Labour Force.
	Source: ABS Labour Force.



[bookmark: _Toc131010810]The share of employed people working part time has risen from around 17 per cent in 1982–83 to 30 per cent in 2022–23. Part‑time work has become more common across many advanced economies over recent decades, and Australia has comparatively high rates of part‑time work for women and men.[footnoteRef:4] [endnoteRef:19] [4: 	The Organisation for Economic Co‑operation and Development uses a more restrictive definition of part‑time employment (less than 30 hours per week in main job) than the ABS (less than 35 hours in all jobs).]  [19: 	OECD, ‘Part‑time employment rate’, OECD Employment (2023) https://doi.org/10.1787/f2ad596c‑en, accessed 5 Aug. 2023. ] 

Greater diversity in employment arrangements has provided some workers with more opportunities to balance employment with other responsibilities. Other part‑time workers report having fewer hours than they would like. The share of workers holding multiple jobs has also increased, from around 5.6 per cent in 1995 to 6.4 per cent in 2022, which can reflect the difficulty some people face in finding secure work with adequate hours.[endnoteRef:20] Women and younger workers more commonly hold multiple jobs. [20:  	ABS, ‘Multiple job holders’, ABS (2 Aug. 2023) https://www.abs.gov.au/statistics/labour/jobs/multiple‑job‑holders/latest‑release, accessed 4 August 2023.] 

Part‑time work has typically been more common among women, although the share of men working part time has increased across the age distribution over the past 40 years. The reasons why it is more common for women to work part time than men are complex. Many women cite caring for children as the main reason for working part time, which can reflect individual preferences or difficulties finding adequate care. Women are also more commonly underemployed, suggesting a larger share of women want and are available to work more hours.
Part‑time work has also become more common among younger and older people. The share of employed young people working part time has risen sharply over the past 40 years, reflecting greater participation in tertiary education. The share of employed older people working part time has also increased. This may reflect preferences for part‑time hours, and part‑time work can act as a transition to retirement.[endnoteRef:21] [21: 	Cassidy, N. & Parsons, S., ‘The rising share of part‑time employment’, Reserve Bank of Australia Bulletin (Sep. 2017), https://www.rba.gov.au/publications/bulletin/2017/sep/3.html, accessed 25 July 2023.] 

A larger share of women and older workers in employment, as well as greater take up of part‑time work among men, is projected to see the part‑time employment share increase further to around 33 per cent in 2062–63. As a result, average weekly hours per worker is projected to decrease slightly to 31 hours per week over this period. Taken together with the projected decline in the overall participation rate, average hours worked per head of total population aged 15 years and over is also projected to decline slightly, from around 20 hours per week in 2022–23 to 19 hours per week by 2062–63.
Participation of underrepresented and historically disadvantaged groups 
While the participation rate is near its historic high, some groups still face barriers to finding work and are underrepresented in the labour force. People from diverse backgrounds can also face compounding forms of disadvantage and barriers to participation. Reducing barriers to participation and lifting opportunities for these groups can increase overall participation, contribute to a more inclusive workforce that makes the most of diverse skills and experiences, and support more Australians to fulfil their potential. 
The share of Aboriginal and Torres Strait Islander people in employment remains lower than for other Australians. Census data suggest that the gap in employment rates has narrowed slightly from 25 percentage points in 1991 to 22 percentage points in 2021 (Chart 3.11). The employment rate of First Nations people is lower in more rural and remote areas. 
People with disability also have lower employment rates than people without disability. The latest data from the ABS Survey of Disability, Ageing and Carers suggest that the gap in employment rates between those with and without disability has widened from 27 percentage points in 1998 to 32 percentage points in 2018 (Chart 3.12). More recent data from the Census, which uses a narrower definition of disability, suggest this gap has persisted.[footnoteRef:5] [5:  	The Census defines disability as needing assistance with core activities. The ABS Survey of Disability, Ageing and Carers uses a broader definition, with new data for 2022 expected to be available in June 2024.] 
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	[image: This is a line chart that shows employment-to-population ratios for First Nations and other Australians between 1991 and 2021. The employment-to-population ratio for First Nations Australians has been lower than for other Australians, with the gap narrowing slightly from 25 percentage points in 1991 to 22 percentage points in 2021.]
	[image: This is a line chart that shows the employment-to-population ratio for Australians with disability and Australians without disability between 1998 and 2018. The employment-to-population ratio of those without disability has been persistently higher than those with disability. The gap in the employment-to-population ratio has widened from 27 percentage points in 1998 to 32 percentage points in 2018.]

	Note: Persons aged 25 to 64 years.
Source: ABS Census and Productivity Commission.
	Note: Persons aged 15 to 64 years and living in households.
Source: ABS Survey of Disability, Ageing and Carers.



Young people can also face challenges when starting out in their careers. The strength of the local labour market they enter can have a lasting effect on their later life earnings and employment outcomes.[endnoteRef:22] Rising housing costs have also posed additional challenges for many young Australians. Housing supply that is responsive to demand, and results in affordable housing where jobs are being created, is an important means of improving access to quality employment.  [22:  	Andrews, D., et al., The career effects of labour market conditions at entry (Canberra: Treasury, Commonwealth of Australia, 2020), 4.] 

Many communities face complex and entrenched disadvantage that can be compounded across generations. Notwithstanding the benefits of labour mobility, around 70 per cent of young adults born in Australia live in the same local labour market that they grew up in, so it is also important to ensure Australians have more equal access to quality employment wherever they live.[endnoteRef:23] This is a particular concern in regional areas, with many regions persistently reporting lower rates of labour force participation than their respective capital city.  [23:  	Deutscher, D. & Mazumder, B. ‘Intergenerational mobility across Australia and the stability of regional estimates’, Labour Economics, 66/1 (2020), https://doi.org/10.1016/j.labeco.2020.101861, accessed 5 Aug. 2023. ] 

Persistent disadvantage can also come from periods of long‑term unemployment. Long periods of unemployment can have significant economic and social consequences for people, including the loss of skills and networks, social stigma, and financial insecurity.[endnoteRef:24]  [24:  	McLachlan, R., Gilfillan, G., & Gordon, J. ‘Deep and Persistent Disadvantage in Australia’, Productivity Commission Working Paper (Canberra: Productivity Commission, 2013).] 

Employment provides an important pathway to break the cycle of entrenched disadvantage. Strong labour market conditions in recent years have been widespread and benefited many communities. In 2022–23, the unemployment rate was at or below 4 per cent in over three‑quarters of all regions, compared to around 10 per cent of regions in 2020–21. The long‑term unemployment rate is also around its lowest level in over a decade. 
A strong economy is important to provide opportunities for employment. Other policies that support full employment – such as education and training, job search, geographic mobility and inclusive workplaces can play an important role in boosting participation, making the most of people’s talents and providing more equal access to quality employment. 
[bookmark: _Toc131010811]The nature of work will continue to evolve
Trends in labour force participation over the next 40 years will also reflect changes in the type of work people do and how they do it. Technological change will require an increasingly skilled and adaptable workforce. These jobs have typically been in the services sector, which has grown significantly as a share of the economy over the past century and continues to grow (Chapter 1).[endnoteRef:25]  [25:  	Connolly, E. & Lewis, C. ‘Structural change in the Australian economy’, Reserve Bank of Australia Bulletin (Sep. 2010), https://www.rba.gov.au/publications/bulletin/2010/sep/1.html, accessed 25 July 2023.] 

Continued innovation, particularly the adoption of and adaptation to new data and digital technologies, will reshape many industries and occupations at a global level.[endnoteRef:26] These technologies have the potential to significantly improve productivity growth, but will also influence the types of occupations, skills and tasks demanded in the labour market as well as how people work (Chapter 4). The effects will not be isolated to the digital economy itself – the rapid uptake of QR codes, online sales and hybrid work arrangements over the COVID‑19 pandemic is a reminder of the potential wide and rapid reach of new innovations in how businesses operate.  [26:  	World Economic Forum, Future of Jobs Report 2023, (Geneva, 2023), 5.] 

These ongoing trends in the nature of work will influence the occupational composition of the labour force. The share of jobs that currently require a bachelor’s degree or above has grown from 20 per cent in 1966 to 34 per cent in 2021 (Chart 3.13). Some of these jobs have tertiary education requirements that were not required in the past.[endnoteRef:27] More broadly, the share of jobs requiring high levels of cognitive skills has increased from 40 per cent of employment in 1966 to 57 per cent in 2021 (Chart 3.14).  [27: 	Coelli, M. & Wilkins, R., ‘Credential changes and education earnings premia in Australia’, Economic Record, 85/270 (2009), 239–259.] 
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	[image: This is a line chart that shows the share of employment accounted for by each skill level from 1966 to 2021. The share of employment accounted for by the highest skill level has increased from 20 per cent in 1966 to 34 per cent in 2021. The share of employment accounted for by the lowest three skill levels has declined.]
	[image: This is a line chart that shows the share of employment in four different job categories between 1966 and 2021: routine manual, routine cognitive, non-routine manual and non-routine cognitive. The share of non-routine cognitive jobs has increased from 19 per cent in 1966 to 37 per cent in 2021. Over the same period, the share of non-routine manual jobs has increased more gradually, while the share of routine manual jobs has fallen. The share of routine cognitive jobs initially rose and reached a peak of around 25 per cent in 1986, before declining to 20 per cent in 2021.]

	Source: Treasury analysis of ABS Census.
	Note: Data and classifications from Australian and New Zealand Standard Classification of Occupations using Reserve Bank of Australia skills structure framework.
Source: Treasury analysis of ABS Census.



Employment projections from the former National Skills Commission (NSC) suggest these trends will continue, with most near‑term growth in employment concentrated in higher skill level jobs and in services industries, including those requiring vocational education qualifications.[footnoteRef:6] [endnoteRef:28] The NSC projections have four service industries – health care and social assistance, professional, scientific and technical services, education and training, and accommodation and food services – accounting for the majority of near‑term employment growth, with more than 9 out of 10 newly created jobs requiring post‑secondary qualifications.  [6:  	Projections were made from November 2021 to November 2026.]  [28:  	National Skills Commission, (Commonwealth of Australia) ‘Employment Outlook (five years to November 2026)’, (Canberra: 2022). ] 

The shift towards higher skilled service jobs will likely provide women and older Australians with more options to participate in paid work should they wish to, as it has done in the past (Chapter 1). For example, many higher skilled jobs tend to be less physically demanding.[endnoteRef:29] A growing care and support sector will also support labour force participation for people with caring responsibilities by providing more formal care options.[endnoteRef:30]  [29:  	Heath, A., ‘Skills, Technology and the Future of Work’, Speech to the Career Education Association of Victoria and Victorian Commercial Teachers Association Work Futures Conference (Mar. 2020), https://www.rba.gov.au/speeches/2020/sp‑so‑2020‑03‑16.html, accessed 3 Aug. 2023.]  [30:  	Treasury (Commonwealth of Australia), 2023–24 Budget Paper No. 1 Budget Strategy and Outlook, (Canberra: 2023) 142.] 

Alongside rising demand for skills, new technologies have made it possible to automate some of the more routine aspects of work. Automation allows workers to produce more with less, freeing up time for workers to focus on more complex tasks. In the decade leading up to the COVID‑19 pandemic, most of the changes in the tasks performed by Australian workers were driven by changes within each occupation category, rather than by the movement between occupations.[footnoteRef:7] For example, the continued automation of routine tasks has allowed workers to focus more on communication, interpersonal skills and problem solving. Automation also tends to be associated with safer and higher paid jobs, by replacing more dangerous, repetitive and lower value tasks.[endnoteRef:31]  [7:  	Based on analysis of O*NET and ABS Labour Force data.]  [31:  	AlphaBeta, The Automation Advantage (Sydney and Singapore, 2017), 21–24.] 

Despite these significant shifts in the composition of jobs and tasks in the economy, the total amount of work available has not decreased.[endnoteRef:32] Average hours worked per head of total population aged 15 years and over has also remained at around 20 hours per week over the past 40 years and is projected to decline only slightly over the next 40 years.  [32: 	Borland, J., & Coelli, M., ‘Are robots taking our jobs?’, Australian Economic Review, 50/4 (2017), 377–397.] 

Looking forward, the modern labour market will continue to demand skills that are complementary to existing and new technologies. Proficiency in digital skills is already required in many occupations and will grow in importance as new technologies evolve and become commonplace.[endnoteRef:33] References to a range of emerging technologies in Australian job advertisements almost doubled between 2012 and 2020.[endnoteRef:34] However, frontier technologies such as machine learning and artificial intelligence remain less prevalent than in the United States. Existing foundational skills, such as communication, problem solving and teamwork, are also increasingly valued in the labour market and needed by firms to capitalise on new technologies.[endnoteRef:35] [endnoteRef:36] More generally, skills that can be transferred between occupations will be particularly important to help workers navigate a changing industry mix (Chapter 1). As these changes take place, continued focus will be needed on ensuring the benefits are shared equally. [33:  	Department of the Prime Minister and Cabinet (Commonwealth of Australia), Digital Economy Strategy 2022 Update (Canberra: 2022), 20. ]  [34: 	Bahar, E. & Lane, O., ‘How dispersed are new technologies in the Australian job market?’ Treasury Round Up (7 Oct. 2022), 21–26. https://treasury.gov.au/publication/p2022‑325290, accessed 27 July 2023.]  [35: 	National Skills Commission, (Commonwealth of Australia) The state of Australia’s skills 2021: now and into the future (Canberra: 2021), 146–151.]  [36: 	Deming, D., ‘The growing importance of social skills in the labor market’, The Quarterly Journal of Economics, 132/4 (2017), 1593–1640.] 

Workforce needs will continue to change in profound ways. Structural forces including population ageing, rising demand for care and support services, technological and digital transformation, and climate change and the net zero transformation will shape labour force needs over the next 40 years.[endnoteRef:37] Policy will play an important role in helping people, businesses and communities adapt and prosper in the face of ongoing changes to the nature of work. This includes supporting adaptable and high‑functioning skills, training and education systems, including foundational skills and lifelong learning, promoting geographic mobility, and responsive and well‑targeted migration.  [37: 	Treasury, 2023–24 Budget Paper No. 1 Budget Strategy and Outlook, 133.] 
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