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Executive summary

When tertiary education and labour market systems are fragmented, vocational education and
training (VET), higher education and industry often appear to operate in silos. This disjointedness
can hamper productivity and limits individuals’ ability to upskill, reskill and transition between
occupations. As the economy evolves — driven by digital transformation, care sector growth and the
net-zero transition — workers increasingly need flexible lifelong learning pathways that span both
VET and higher education.

Australia’s fragmented tertiary system lifts the handbrake on job matching and productivity. A
harmonised approach needs a common skills language so providers can recognise prior learning
consistently and workers can navigate flexible, skills-based pathways.

Skill acts as the critical connectors in this system, but their inconsistent definition and recognition
exacerbates the disconnection. We know the economy is changing and the future of work is
evolving, but what we have seen is that bespoke solutions such as niche training has lag times and
removes agency from individuals.

Australia has addressed situational challenges with specific solutions. This presents an opportunity
to use skills as a central theme for connecting people, rather than prioritising individualised
agreements or arrangements.

A skills-first approach prioritises individuals’ capabilities over formal qualifications. This approach
aligns with global trends and offers a more inclusive, responsive model for workforce development.
It enables better job matching, supports underrepresented groups and enhances productivity by
recognising skills gained through diverse learning experiences.

Central to this transition is the development of a common skills language, underpinned by a new
national definition of 'skill'. Developed in collaboration with stakeholders and configured by the
Australian Council for Educational Research (ACER), the definition recognises skill as a dynamic,
purpose-driven human ability shaped by learning, experience and context. This inclusive definition
supports consistent recognition across systems and reflects contemporary workforce needs.

To operationalise this vision, Jobs and Skills Australia (through the National Skills Taxonomy) will
help users translate jobs, qualifications and experiences into skills, offering tools for workforce
planning, learning design and personal development. It will map skills to related occupations and
qualifications using linked data, enabling users to identify transferable skills and skill gaps, and be
interoperable with existing frameworks and datasets, acting as a central hub for skills intelligence.

By embracing a skills-first mindset, supported by a robust skill definition and a new skills taxonomy,
Australia will be positioned to build a more agile, inclusive and productive workforce ready to meet
both today's challenges and the challenges of the future.

This paper is structured around 6 key questions that underpin the design and implementation of a
national skills-first framework. Each section addresses one or more of these questions to guide
stakeholder input and discussion.
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A complex skills system

Key question:

1. What mechanisms can be put in place to balance the needs and perspectives of
different sectors and regions within a national framework?

The complex nature of Australia’s skills system has long been discussed as an area needing
considered policy thinking to reduce barriers to clear and simple skills progression. This need for
reform is highlighted in recent recommendations from the Universities Accord, which calls for a
more coherent and connected tertiary education system to meet Australia’s future skills needs.
Similarly, the Australian Government’s productivity growth agenda, particularly its focus on building
a skilled and adaptable workforce, emphasises the importance of streamlining recognition
processes and supporting smoother transitions across education and employment pathways for all
Australians.

Australia’s skills system is often characterised by overlapping qualifications, inconsistent recognition
processes, and varied interpretations of skills across sectors. These complexities create barriers to
mobility, hinder efficient skill utilisation, and complicate decision-making for learners, employers and
policymakers. Without intervention, policies and programs designed to support the modernisation of
Australia's labour market may remain disjointed and risks being contradictory, which can impede
people upskilling, reskilling and pursuing post-secondary education. These challenges are further
compounded by external factors such as emerging data methods, labour market shifts and broader
societal pressures.

Pressure has been building over the last decade to break down the barriers between VET and
higher education for the benefit of learners, the industries who employ them, and for society and the
economy more broadly. A key mandate of Jobs and Skills Australia (JSA) is to advise government
about the operation of both VET and higher education. Work on tertiary harmonisation is focused on
strategically aligning VET and higher education sectors to improve coordination and cooperation
between key system actors. A harmonised system makes it easier for learners to obtain the
combination of skills and knowledge they need, and the ability to apply them, to be successful in the
labour market.

This work is not about merging or integrating VET and higher education. Each sector has distinctive
missions and strengths that need to be nurtured, but they need to be able to work more effectively
together.

Most barriers to harmonisation are structural (Figure 1). They include:
¢ governmental, regulatory, reporting and funding systems
¢ institutional and organisational differences

e curriculum, pedagogy and qualification frameworks, including for apprenticeships, traineeships
and other work-based training.

Untangling the overlap will be a task for JSA as it continues to explore this work, which footprint
extends beyond the work discussed in this paper.
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Figure 1: Sources of misalignment between VET and higher education that act as barriers to tertiary
harmonisation
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In its interim report Building a skilled and adaptable workforce, the Productivity Commission (2025)
notes that despite reforms being underway to boost the quantity and quality of skills in Australia, the
adaptability of our workforce has received less attention.

Within a harmonised system, all tertiary education providers would use a standard method for
recognising existing capabilities when individuals apply for and complete further training, linked to
adaptable education pathways to identify suitable upskilling opportunities.

To enable tertiary harmonisation, we must first establish a common skills language for describing
the course outcomes, career pathways and their relationship to one another. The lack of a common
language was identified at JSA’s tertiary harmonisation roundtable consultations as a key cause of
disjointedness. Similarly, researchers have noted that the absence of a unified framework for
articulating and mapping skills impedes student mobility, qualification comparability and workforce
adaptability (Hodge and Knight 2021).

Real world examples of the disconnect include:
¢ inconsistent recognition of prior learning (RPL) provision

— A tradesperson moving between states finds that their qualifications are recognised
differently, requiring additional education or assessment.

— An immigrant with extensive work experience struggles to have their skills recognised due to
varying RPL processes across different educational institutions.

— A professional changing career discovers that similar skills are valued differently in different
industries, leading to inconsistent RPL outcomes.

e inconsistent credit arrangements.

— A student transferring between universities finds that similar courses are credited differently,
potentially extending their study time.

— An individual with a vocational qualification seeks to enter higher education but faces varying
credit recognition policies. They may not know how to seek credit transfer or are unable to
because their VET provider doesn't have an agreement with a university.

To resolve the complexities, skill needs a way to find common connection to reduce complexity
while empowering individuals to increase their participation and agency.
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The shift to skills-first

Key questions:

2. Compared to a unilaterally designed approach, how can a multilateral
approach to design accommodate future technological advancements and
changing labour market dynamics?

3. What measures can be taken to prevent a skills-first system from inadvertently
creating new batrriers or exclusions?

A skills-first approach — an emphasis on individuals’ skills rather than how they were
acquired — is poised play a crucial role in responding to labour market challenges (OECD
2025).

The World Economic Forum (WEF 2023) and the Organisation for Economic Co-operation
and Development (OECD 2024a) have recognised that a skills-first approach to talent
management can improve job matching and broaden individuals' access to employment
opportunities. By recognising skills gained through non-formal and informal pathways, a
skills-first approach can help remove barriers for underrepresented groups, mature age
workers and those with non-traditional learning experiences. The WEF (2025) further urges
organisations and governments to embrace a skills-first culture, policies and mindset to
adapt effectively to rapid technological advancements and evolving labour markets. Their
analysis outlines the benefits of this approach for businesses, governments and individuals,
and recommends a corresponding action framework.

In Australia, a skills-first approach offers significant advantages to an economy in search of
productivity gains, transitioning industry sectors shifting labour markets, and opportunity
gains from rapid advances in artificial intelligence (Al). Employers have traditionally used
formal qualifications and job titles to estimate a person's skills and proficiency levels.
However, in an era marked by large-scale disruptions — from rapid technological
advancements and digital transformation to the emergence of Al and automation — the skill
requirements in jobs can change very quickly. While still valuable, qualifications are no
longer linear. They may not evolve in the same way as the labour market or be accessible to
everyone, resulting in a growing importance to understand what skills are denoted by
qualifications and other experiences. People continue to acquire skills in more diverse ways,
such as on the job or through bespoke programs and non-accredited training.

Skills-first and the labour market

Skills mismatches and labour market inefficiencies are a key blocker of productivity which
has been slowing around the world since the mid-2000s. Australia’s productivity growth in
the decade to 2020 was the slowest in 60 years.

Several long-standing factors have contributed to the productivity slowdown, including
reduced dynamism and competitive pressures, and slower diffusion of technological
innovations. Australia also faces new and emerging opportunities and challenges from the
changing nature of our economy, including population ageing, rising demand for care and
support services, technological and digital transformation, climate change and the net zero
transformation, and geopolitical risk and fragmentation.
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Research by JSA (2024) shows that jobs of the future, in important emerging fields such as
care work, net zero and digital transformation, will need workers trained though both VET
and higher education. Workers will need to upskill or reskill throughout their lifetime to
ensure their skills remain relevant. The average Australian worker is expected to change
occupations 2.4 times by 2040 (AlphaBeta 2019).

In response to constrained labour markets, numerous employers globally have begun
prioritising candidates’ skills and experience over formal qualifications (Sigelman et al.
2024).

The rapid evolution of skills demands calls for upskilling approaches that are fast, targeted,
and accessible to everyone — not just those in formal education. Flexible learning pathways,
such as microcredentials, online courses, and workplace training, have scaled to reach
workers of all ages and backgrounds (Bahl and Dietzen 2019), particularly those in
vulnerable groups or at-risk industries (OECD 2024b).

Data from LinkedIn research demonstrates that in every OECD country, employers are
overwhelmingly undertaking searches filtering by skills over filtering by degree or filtering for
both skills and degree (Figure 2). This behaviour of recruiters is particularly true for Australia.

Figure 2: Recruiters’ search behaviour in OECD countries in 2023-24
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Source: LinkedIn 2024.

Note: LinkedIn Recruiter search activity in the last 2 years is considered, excluding searches where industry information
was null. The timeframe for this analysis was July 2023 to June 2024. This figure includes searches using education
filters, including skills or degrees. Other searches can also be filtered by other characteristics such as occupation,
geographical locations, etc.

The opportunity of skills-first

The move towards a skills-first approach offers a chance to untangle Australia's skills
system. By focusing on skills as the fundamental currency of learning and work, we can
create a more flexible, harmonised and responsive ecosystem which allows for better
alignment between education, training outside of the formal education system, and labour
market needs.
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A skills-first model affords many social and economic advantages, detailed in Figure 3.

Figure 3: Benefits of a skills-first model
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knowledge throughout their careers.

To make skills-first real, Australia needs a single, durable definition of ‘skill’ that is inclusive,
openly available and usable across sectors.
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Defining ‘skill’ to enable the shift to
skills-first in Australia

Key question:

4. In designing a tool to translate and categorise skills in a framework, what
additional elements should be considered?

A central goal of a skills-first approach is to enhance the transparency of skills information,
making it easier for employers to identify the competencies they seek and for workers to
showcase their skills, thereby improving labour market matching (Stephany and Teutloff
2024).

The definition

JSA engaged the Australian Council for Educational Research (ACER) to conduct a project
addressing the persistent inconsistencies in how skills are defined, recognised and applied.
The objective was to identify a definition that can foster coherent policy development,
facilitate improved mobility for learners and workers, and enhance alignment between
educational outcomes and workforce requirements.

ACER's review of historical perspectives, current practices and emerging trends in defining
'skill' highlighted the complexity involved in developing an integrated, inclusive and future-
oriented definition. Since the late 20th century, the definition of skill has evolved beyond
mere technical proficiency to include a broad range of human capabilities and cultural
viewpoints. Against the backdrop of evolving labour market needs and a renewed focus on
the cultural and human aspects of skill, there is growing recognition that traditional
frameworks may no longer suffice. We need to re-envision 'skill' to drive innovative policy
and systemic responses by emphasising the enduring value of uniquely human capabilities.
To support a skills-first transition, the definition should be occupation-agnostic and not place
boundaries on where or how skills are obtained.

As part of this work, JSA and ACER identified the core elements that distinguish ‘skill’ from
related concepts such as knowledge or personal attributes (Figure 4).
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Figure 4: The defining characteristics of skill
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Guided by those core elements and feedback from tripartite stakeholders, the final definition
(below) was developed:

Skill is a valued and purpose-driven human ability that is
acquired or refined through learning and practice. It is a
dynamic function of an individual’s knowledge, experience,
and personal attributes that is continuously influenced by
context, interaction with others, and the demands of the
environment in which it is exercised.

The definition reflects a holistic, inclusive and multidimensional understanding of skill,
aligning with stakeholder expectations and contemporary workforce needs. It addresses the
limitations of existing frameworks, which often reinforce outdated dichotomies and fail to
capture the relational and contextual nature of skill.

Intended to serve as a universal definition, the definition supports consistent language,
interoperability across systems and recognition of diverse human capabilities, enabling
transformative policy across the skills and education sector.

To ensure that the definition would be compatible with education and workforce applications,
JSA actively engaged with industry, unions, government, education providers and subject
matter experts to refine the definition. The engagement was led by ACER and included a
face-to-face workshop and interviews.
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The application

Establishing a common language for skills is a crucial first step to reducing complexity and
eliminating ambiguity. A universally accepted definition of 'skill' provides a foundation for
consistent recognition and valuation across sectors. This common understanding will
facilitate more effective communication between stakeholders and support policy coherence.

We need to untangle the skills system to resolve some of the factors that contribute to labour
market inefficiencies. However, for that to be productive, we must rewrite the fundamentals
of the system in a way that reduces ambiguity, and adapts and responds to our evolving
economy. The rewritten system must also be underpinned by a common language that
forms the foundation for skills into the future.

The language gap in the current skills system leaves some skill types invisible. Skills
typically associated with emotional intelligence, teamwork, ethical reasoning and task
coordination are consistently undervalued. Despite being discreet skills that are essential to
the workforce, they have not yet been consistently defined.

Historical examples of this occur in the care workforce and it is starting to emerge in digital
workforces. Commonly falling into the category of 'soft skills', workers receive limited
compensation and esteem for such skills, which disincentivises others from explicitly
teaching or building those skills. These skills are often gendered and can entrench both
gender imbalances and inequality, particularly in the care and professional services sectors,
which are female-dominated. It's not only invisible skills that are under-recognised and
therefore undervalued — the nature of the existing system that groups skills to the first order
can also obscure technical skills that are increasingly required for emerging industries.

To capture the diversity of skills required in the economy, all actors will need to work from
the same definition: a common language for how we articulate skills across sectors and
levels of education for an adaptive, efficient and productive labour market that prioritises
skills first.

Investments by individuals to gain relevant skills to better contribute to emerging labour
market needs cannot be realised unless they can effectively communicate their skill set and
employers can prioritise that information. Known as skills signalling, under a skills-first
model, individuals are in control of recognising their skills and how relevant they are to
employment opportunities.
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The NST’s role in enabling an inclusive
skills-first shift in Australia

Key questions:

5. How can potential conflicts or disagreements between stakeholders be
effectively managed in a multilaterally designed framework?

6. How can the adoption of skills-first be supported to ensure inclusivity for
traditionally underrepresented groups or non-traditional learning pathways?

The success and effectiveness of a skills-first approach depends on key implementation
factors, including clear skills frameworks, employer engagement, and the ability of
individuals to navigate the evolving skills landscape (OECD 2025).

Digital tools, standardised taxonomies and skill-focused résumés empower individuals to
showcase detailed information about their skills, improving clarity and accessibility for
employers.

With the introduction and growing popularity of new, more direct ways of signalling skills —
such as digital platforms and tools that provide more granular information about skills (e.g.
taxonomies) and that can be used to gauge individuals’ competences more accurately (e.g.
skills-based assessments) — matches between people and jobs can be improved. A skills-
first approach bridges the gap between workers and employers by aligning labour market
supply and demand by emphasising practical, job-relevant skills. When implemented
effectively, it also broadens opportunities for diverse talent pools, fosters inclusivity and
addresses skills shortages in rapidly evolving industries (OECD 2024a).

In Australia, a National Skills Taxonomy (NST) can serve as a unifying common language,
supporting a multilateral approach that brings order to the current complexity. A skills
taxonomy should provide a blueprint to identify all skills via a common language that
supports its transparency and applicability across sectors and users.
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The NST can be a tool that enables more accurate mapping of skills across qualifications,
jobs and industries. Aligning these to a common language allows inclusive multilateral
discussions to solve cross-sectoral problems like:

Developing national standards for RPL and credit recognition
across different education sectors.

Considering the best ways to develop specific skills through
university, vocational and occupational tools.

Creating a unified framework for assessing and recognising
skills acquired through various pathways.

Enhancing collaboration between industry, education
providers and government to ensure skills development aligns
with labour market needs.

Developing industry-agnostic analysis that shows skills
matching and reskilling opportunities.

©OO00006

A definition can only go so far. Iterative testing and validation are needed to ensure our
goals are met. In addition to a new common language, employers and jobseekers need to be
supported to translate their skills/skills needs and adopt the building blocks of skills-first.

A taxonomy will need the ability to iteratively test and validate to ensure alignment
throughout its development and keep on track. A taxonomy is not without its difficulties.
Perhaps entrenched in skills lore is the rigidity between domains: hard versus soft skills,
foundational versus specialist skills, and cognitive versus technical skills.

While taxonomies are easy to understand, they tend to oversimplify skills into fixed and
discrete entities. In practice, skills are so deeply interconnected, it is difficult to observe a
single skill in isolation. For example, cognitive skills and technical skills inform and depend
on each other. Complex capabilities like judgement, reflection and cultural awareness are
often used together and do not sit neatly within a single domain. All skills may be
categorised in different ways, depending on the context in which they are applied.

During the skill definition consultations led by ACER, stakeholders noted that assigning skills
into strict domains may reinforce gendered, racial and class-based assumptions about what
kinds of skills are ‘real’ or important. They were unanimous in supporting the exploration of
an alternative approach that would better reflect the nature of skill.
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Next steps

Addressing complexities in the skills system is not simply a matter of setting language or
making top-down policy decisions. Real, lasting change requires a more nuanced and
collaborative approach.

JSA will continue to engage stakeholders in the collaborative development of the skills
definition and skills taxonomy project. The next step will include a pilot project to explore the
implementation of the language in specific sectors or regions to test its effectiveness. The
pilot project will also be an opportunity to test the best structure for the output that aligns to
the use case. The implementation element will focus on enabling translation from existing
documentation as the starting point of validation. The validation will then test if users can
agree to a common language or if alternative titles and translation tools will be needed.

In parallel, JSA is developing strategies for widespread adoption, including integration with
existing systems and processes, and planning for ongoing refinement and updates of the
taxonomy to ensure its continued relevance.

The taxonomy project is currently in the design phase. The build phase is on track to
commence in June 2026.

Discussion questions

1. What mechanisms can be put in place to balance the needs and perspectives of different
sectors and regions within a national framework?

2. Compared to a unilaterally designed approach, how can a multilateral approach to
design accommodate future technological advancements and changing labour market
dynamics?

3. What measures can be taken to prevent a skills-first system from inadvertently creating
new barriers or exclusions?

4. In designing a tool to translate and categorise skills in a framework, what additional
elements should be considered?

5. How can potential conflicts or disagreements between stakeholders be effectively
managed in a multilaterally designed framework?

6. How can the adoption of skills-first be supported to ensure inclusivity for traditionally
underrepresented groups or non-traditional learning pathways?

JSA welcomes written submissions regarding the skills definition and taxonomy project via
our website by close of business 5 December 2025. Late submissions will be considered.
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