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Executive summary 

The Victorian Skills Plan identifies priorities and actions required to build a robust skills base for 

Victoria and fuel its economic recovery. These priorities and actions are informed by extensive 

evidence on the state of the Victorian economy and the challenges and opportunities that lay ahead.  

Victoria’s economy is rebounding and is expected to experience strong workforce demand to 2025, 

with over 370,000 additional workers forecast to be needed. Demand is anticipated across all 

industries with aged and disabled carers, registered nurses and software and applications 

programmers most in demand. Despite an optimistic economic outlook, workforce constraints are a 

major challenge, especially in regional areas. Further, the COVID-19 pandemic is compounding this 

challenge. 

Greater participation and higher productivity are required to address workforce constraints and secure 

Victoria’s future prosperity. 
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Key statistics 

The Victorian Economy is growing 

• The Victorian labour market comprises around 3.5 million people, an increase of nearly 700,000 

in the last decade. 

• An estimated 373,000 additional workers are forecast to be needed in the next three years to 

meet demand from new jobs and replace retiring workers by 2025, including 82,400 in regional 

Victoria. 

• Highest expected demand for additional workers is in services (90,000), health and community 

services (64,700), and professional, financial and information services (63,600).  

Workforce supply is constrained by multiple factors  

• Prior to COVID-19, Victoria averaged nearly 88,000 net arrivals from overseas per year. During 

2021, Victoria experienced net departures of approximately 56,000.  

• In 2021, 18,000 more people left Victoria than arrived from other states and territories, 

compared to net arrivals of 47,000 across the previous four years. Some areas in regional 

Victoria benefitted from internal migration. 

• In early 2022, employers reported that both now and throughout recent lockdown periods, 

between 10 and 20 per cent of their workforce were unable to work due to contracting the virus 

or needing to care for loved ones with COVID-19. 

• The number of workers who in the last three months to-date left their job for a better one or for 

change is 45 per cent above pre-COVID levels. 

• In 2021, the number of non-working age people relative to working aged people was 52.5 per 

100. Due to the ageing population this is expected to increase to 56.6 in 2050 and from 65.7 to 

73.6 in regional areas. 

Shortages are present and likely to become more acute 

• As of February 2022, there were more than 72,000 vacancies, a level not seen since 2008. 

Similarly, unemployment around 4 per cent is at levels not observed in more than 40 years. 

• A total of 143 different occupations were identified as in shortage, with most shortages occurring 

in construction (28), services (16) and health and community services (15).  

• Eight out of nine Victorian Regions had an unemployment rate below metropolitan Melbourne as 

of December 2021. 

Participation and productivity can drive future prosperity 

• Participation has lifted from 63.0 to around 67 per cent since 1992. Female participation has 

risen from 52.6 per cent to around 62 per cent and Male participation declined from 73.7 per 

cent to around 72 per cent. 

• In February 2022, there were an estimated 1.75 million people not in the labour force, with 

876,000 permanently not intending or unable to work. Of the remaining 899,000, an estimated 

195,600 wanted to work, are available within four weeks to take up work, but are not actively 

looking. 

• In February 2022, 222,600 people were underemployed, and these workers indicated a 

preference to work an additional 3,031,700 hours. This is equivalent to almost 7,000 full-time 

jobs.  

• Of employers surveyed recently, 83.8 per cent indicated they believe they have the skills they 

need in their workforce to function now while only 79.2 per cent believe they have the skills for 

the next 12 months.  

• Of the same employers surveyed, 60.6 per cent indicated they supported staff training in the 

past 12 months, either by paying for the training or providing staff with the time off to engage in 

the learning. 
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• National productivity performance has increased over the decades and Australia sits in the 

middle of OECD rankings1. Since 2013, Victoria’s Gross State Product (GSP) per capita has 

been below the Australian average. 

Data note*   

 

* Industries are based on the Australian and New Zealand Standard Industrial Classification (ANZSIC).  

Throughout this report, some industries have been amalgamated as follows: 

• Service sector includes: Accommodation and Food Services, Arts and Recreation, Retail, Other Services and Wholesale Trade. 

• Professional, financial and information services includes: Financial and Insurance Services, Information, Media and Telecommunications 

and Professional, Scientific and Technical Services. 

 

Note that data is correct and reported as of May 2022. Later releases of data will be incorporated into future updates of the Victorian Skills Plan. 
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The Victorian Economy is growing 

Victoria’s economy is growing and rebounding strongly from the COVID-19 pandemic, creating 

opportunities for skilled workers across all industries, regions and occupations. Demand is being 

driven by existing vacancies, new jobs and replacing retiring workers. Collectively, 373,000 new 

workers are forecast to be needed in Victoria by 2025. 

Victoria’s economy is large and diverse 

The Victorian labour market comprises around 3.5 million people — an increase of more than 700,000 

in the last decade. Over this period, unemployment has reduced from 5.5 per cent to rates around four 

per cent and participation has grown from 64.8 per cent to around 67 per cent. 

The largest sectors by employment are concentrated in industries that mostly serve local households 

and businesses. Construction, manufacturing, wholesale trade and public administration are also large 

sources of employment. Health and community services, professional services and retail are the 

largest industries by employment.  

Figure 1 | Share of total Victorian employment by sector2 

 

Regional communities make an important contribution to Victoria’s economy, accounting for over a 

fifth of the State’s total workforce. This workforce underpins the State’s performance in primary 

industries, providing the resources, food and fibre to sustain our populations, and contributing high-

value exports through manufacturing and transport hubs. Regional landmarks draw domestic and 

international visitors to Victoria, supported by a strong visitor economy workforce. A growing 

proportion of the regional workforce is focused on providing the services and infrastructure that are 

critical to serve our regional communities, which are primed for strong growth following COVID-19.  

373,000 new workers are needed in Victoria by 20253 

An estimated 373,000 additional workers are forecast to be needed by 2025 to meet demand from 

new jobs and replace retiring workers, with 382,400 needed to meet regional workforce demands 

(including replacing retirements and new jobs created). 

While all industries have sectors with forecast growth, those driven by changes in population such as 

health and community services face significant growth with an estimated 64,700 workers needed. 

Food and accommodation, retail, wholesale trade and arts and recreation services and other services 

forecast an additional 89,000 workers and education and training will see demand grow by 41,000 
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workers by 2025 (see3 Figure 2)3. Further information on employment growth is provided in Appendix 

1.  

Figure 2 | New worker demand across Victoria by industry to 20253 

 

Employment growth is forecast across regional Victoria with concentrations in certain select industries. 

Approximately 74 per cent of Victoria’s agriculture, forestry and fishing, 44 per cent of mining, 26 per 

cent of administrative and support services and 26 per cent of construction industry workforces are 

based in regional Victoria. Substantial employment occurs in all other industries, including 

manufacturing hubs in Wodonga, Kerang, Portland or Bendigo. Tourism along the Surf Coast and 

Great Ocean Road or Victorian High Country; energy generation and transmission across Gippsland, 

Mallee and Great South Coast; and regional health care and community services and education and 

training are priorities. Further information on employment growth expected in Victoria’s regions is 

available in Appendix 2. 

Occupations are in demand across all Victorian industries 

Employers in all industries are looking for workers in key occupations (see Figure 3 for a cross section 

of occupations from the Victorian economy). These ‘occupations in demand’ show the total number of 

new workers needed by 2025 accounting for anticipated growth in new jobs and those needed to 

replace retirees. 

In demand occupations are distributed across every industry. High growth industries are experiencing 

the largest demand, for example, in the services industry there are 151 occupations such as waiters, 

sales assistants and café and restaurant managers with demand for 100 or more new workers by 

2025. In professional, financial and information services there are 102 occupations with demand for 

100 or more new workers (e.g., software and applications programmers, solicitors, and accountants) 

and in health and community services there are 70 occupations (e.g., aged and disabled carers, 

registered nurses and nursing support and personal care workers).  

There are also occupations that are critical for the functioning of industries and regions but require 

fewer workers (such as saw technicians, metal casters and harbor pilots). While critical, the small 

numbers of workers in these occupations makes it challenging for training to be available or financially 

sustainable for providers to deliver. This can impact the viability of some industries and jobs in the 

local communities that rely on them. 
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Figure 3 | Cross section of occupations in demand across Victoria by 20253 
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Workforce supply is constrained by multiple factors  

The COVID-19 pandemic continues to affect workforce supply through its wide-ranging impacts, 

including on migration, workforce availability, labour mobility and work placements. Compounding the 

COVID-19 impacts is the lower proportion of people aged 15-64 who are available to meet the growing 

demand for workers. 

The closure of international borders has restricted new arrivals 

Prior to COVID-19, Victoria averaged nearly 88,000 net arrivals from overseas per year. During 2021 

Victoria experienced net departures of approximately 56,000.4  

Internal migration patterns are similar. In 2021, 18,000 more people left Victoria than arrived from 

other states and territories, compared to net arrivals of approximately 47,000 total across the previous 

four years.5  

These factors contributed to Victoria’s population falling for the first time in almost 30 years. There 

were 160,000 fewer working age people in Victoria in 2021 compared to pre-COVID forecasts – 

equivalent to around two years’ workforce growth under historical trends.6,7 

There are several regional Local Government Authorities, however, that had net internal migration 

growth over 2020-21, including Ballarat, Bass Coast, Baw Baw, Greater Bendigo, Greater Geelong, 

Mitchell and Surf Coast. 

The impact on industries has varied, with those most reliant on overseas migration such as 

Accommodation and Food Services and Agriculture (primarily the seasonal workforce) more affected 

(see Figure 4). All industry groups consulted for the Skills Plan identified migration as critical for 

meeting specialised skill needs. 

Figure 4 | Migration share of workforce by industry, Victoria, 2019 

 

COVID continues to disrupt workforce dynamics 

The COVID-19 pandemic presents a once in a generation challenge. As infections increased, many 

employers reported between 10 per cent to 20 per cent of their workforce were unable to work8,9 or 

needing to care for others who had contracted COVID-19.  

With the virus transitioning from pandemic to endemic10, absenteeism could remain a challenge for at 

least the next 12-18 months. 
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The rate of supply of new entrants to the workforce from students completing their studies has also 

been impacted and will continue to be by COVID-19 disruptions. Many students face barriers to 

securing work placements required to complete their qualification. Several health and community 

services qualifications require Mandatory Work Placements, yet lockdowns and other restrictions 

made it difficult for worksites that typically take students to do so. There is a risk that these students 

will chose not to complete their qualification and will be lost from the industry. 

Increasing movements of people within the labour market contribute to a dynamic economy, but can 

be unsettling for those employers who need to find replacements, especially on top of worker 

shortages. In 2021 there was record low job mobility11 with workers prioritising job security over risking 

a move to a new job, even though it may better suit their skills and education levels. Recent data 

shows mobility may be returning – the number of workers who left their job for a better job or change 

in the last three months to-date is 45 per cent above pre-COVID levels.12 In addition, the percentage 

of employed people who do not expect to be with their current employer or in business in the next 12 

months is at the highest level in 20 years13 and the number of people expecting to change jobs or 

seek other employment is 10 per cent above pre-COVID levels.5 

These factors will continue to impact employers’ ability to secure the workforce they need to meet 

immediate and expected demand. 

Demographic change presents structural challenges 

The temporary impacts of COVID-19 mask a deeper challenge for the Victorian economy – the share 

of working age Victorians is not keeping pace with the overall population. While population increases 

fuel growth and employment demand, a decreasing proportion of individuals aged between 15 and 64 

are available to meet this demand.  

In 2021, the number of non-working age people relative to working aged people was 52.5 to 100. This 

is expected to increase year-on-year to a high of 56.6 in 2050 (see Figure 5).14 In regional areas the 

gap is larger, with the number of non-working age people relative to working aged people growing 

substantially, from 65.7 to 100 in 2022 to 73.6 to 100 in 2050.  

These increasing dependency ratios indicate fewer individuals available to do the work required to 

meet employment demand triggered by the overall population. They also indicate that those outside of 

working age – either children and young people and retirees - typically need higher levels of support, 

either in education or health and aged care. 

Figure 5 | Victoria’s working age population relative to non-working age population14 
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Workforce challenges are likely to persist 

The growing demand for workers coupled with the current constraints on workforce availability is 

resulting in strong competition for workers, occupational shortages across many industries and other 

challenges for businesses and communities. These impacts are more acute in regional areas and 

industries that have historically relied heavily on migrants to meet demand. 

Workforce growth is required to meet demand 

In February 2022 industry had approximately 72,400 vacancies, triggered in part by the rebuilding of 

workforces following two years of work disruption.15 Vacancy rates are expected to ebb and flow as 

absenteeism plays out over the next 12-18 months. The shortfall on current forecasts to 2025 is still 

likely even accounting for natural population growth, having unemployed people who want to work into 

jobs and the resumption of migration, (see Figure 6). 

Figure 6 | Victoria's labour capacity and projected employment growth3,3,15,16 

 

The challenges for industry cannot be overstated. Competition for labour will persist and be 

particularly pervasive in industries that are predicted to have the highest employment growth – health 

care, education and training and arts and recreation services. Industries such as retail, hospitality and 

agriculture have also experienced ongoing difficulties sourcing workers in recent years, compounded 

by the COVID-19 pandemic. 

Occupational shortages are common across all industries 

A total of 143 unique occupations are in shortage across all Victorian industries†.17 Along with a 

widespread lack of potential workers, industry identified low training completion rates and challenges 

with attraction and retention of staff as contributing to increased difficulties meeting workforce 

demand. 

 

† A shortage exists when employers are unable to fill or have considerable difficulty filling vacancies for an occupation at current 
levels of remuneration and conditions of employment, and in reasonably accessible locations. 

60 72
125

250

375

106

49

0

50

100

150

200

250

300

350

400

Nov-23

P
e

o
p

le
 (

0
0

0
s
)

215

unemployed, 

seeking 

full-time work

Job Ads 

Feb 22

net natural 

increase 

2023-25 

Nov-25unemployed, 

seeking 

part-time 

work

Nov-24

60

166

Projected annual employment demand, Victoria, 

cumulative growth per year (NSC projections) 

Victoria's labour capacity 2023 

– 2025 (ex Migration)



                                                                             

  

12 

Victorian Skills Plan | State of the Victorian Labour Market | July 2022 

 

 

In Victoria, the construction industry is experiencing the highest number of shortages, which includes 

electricians, landscapers and plumbers, followed by the services industry, which is requiring, among 

others, more bar staff, hotel and motel managers, and retail attendants (see Figure 7). The health and 

community services industry is also facing widespread shortages, with aged and disabled carers, 

general practitioners (particularly in regional and remote areas), and social workers among 

approximately 15 unique occupations desperately needed to meet current demand. There are many 

other occupations that work across multiple industries that are in shortage, such as software and 

applications programmers.  

Figure 7 | Estimated number of occupations in shortage across Victoria by industry317 

 
Businesses experiencing workforce shortage also report a lack of candidates with the required skills or 

experience. This contributes to pockets of acute skills shortages, rather than across the labour market. 

Employers in these circumstances, and needing to change business models rapidly to respond to 

COVID-19, report it to be more cost effective to upskill existing staff who have valuable corporate 

knowledge and cultural capital than recruit new staff18. 

Employers highlighted the inability to secure staff is likely to affect ongoing business operations. 

Reduced operating hours will hurt business viability and their ability to project an attractive proposition 

to prospective workers.  

Workforce challenges are most acute in regional areas 

Workforce challenges are not new to regional areas. While unemployment rates have consistently 
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available workers. For many regions unemployment has now hit record lows.  

Shortages are identified across all industries, with vacancies now increasing for many as they are 

unable to fill existing positions. Specialist jobs are difficult to fill, and some workers need to work 

across several roles. 
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Figure 8 | Unemployment rate by region3,19 

 

Regional consultations highlighted the significance of anchor occupations in keeping industries going, 
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While several areas of regional Victoria have experienced population growth since the pandemic, 
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leave their community in pursuit of education and other employment opportunities, contributing to the 

ongoing trend of an ageing population and increasing dependency ratios. Government initiatives 

driving the growth of regional economies will need to consider housing, transport and connectivity, 

care and education as part of the mix in building thriving communities that attracts skilled workers and 

their families to relocate.  
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Participation and productivity can drive future prosperity  

Higher participation and productivity can help to address skill shortages, get more value out of 

employment, raise incomes and grow the Victorian economy.  

Barriers to participation persist for key groups and will take time to address. Changes to business 

models and practices are needed to lift productivity and address workforce constraints.  

Higher participation by key groups can help meet demand 

Labour force participation has steadily grown over the past 30 years in Victoria. Over this period the 

participation rate has lifted from around 62 per cent to around 67 per cent, a record high20. While 

workforce participation has increased, there is room for further growth.  

In March 2022 there were an estimated 1.75 million people not in the labour force, with only 876,000 

permanently not intending or unable to work.2 Of the remaining 899,000, an estimated 195,600 wanted 

to work, are available within four weeks but are not actively looking.21 

Further, in April 2022, 222,600 people were underemployed, and these workers indicated a preference 

to work an additional 3,031,700 hours - equivalent to almost 7,000 full-time jobs.22 

Lifting participation will not be easy. Structural barriers to learning and work prevent people from 

securing a job, with some communities more impacted than others. Analysis shows that Aboriginal 

Victorians, early school leavers, and people with a disability are more likely to be unemployed or stop 

looking for work (see Figure 9)23. When they do find work, it is often lower paid, precarious and 

casualised, with greater risk of losing their job.  

Figure 9 | Unemployment rate and labour market participation rate by demographic group, Victoria23 

 

At the regional level, participation rates in education and employment lag metropolitan Melbourne. 

Low education levels are one factor, but the availability of housing, transport and childcare create 

barriers to taking up education and work that are not easily overcome.  
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There is a particular challenge to ensure young people are supported to engage in the labour market. 

Successful completion of secondary school is a predictor of post-school outcomes, with learners who 

do not complete Year 12 four times more likely not to be in work, education or training.  

Female participation has risen from 52 per cent in 1992 to a record high of around 62 per cent in 2022, 

driving individual, familial, and societal economic prosperity. In that time male participation dropped 

from 74 per cent to around 72 per cent today, continuing a trend of decline24.  

A gap remains in the skills, occupation and labour market outcomes for women compared to men. 

Women typically occupy more casual and at-risk roles than men and earn less money. For example, 

the Australian Bureau of Statistics estimates for Victoria that on average men earn 42 per cent more 

than women.   

More diverse workforces can support industry productivity and innovation. It requires industry to 

harness the varied experiences and ideas of previously under-represented cohorts and include them 

in decision making systems and processes. In turn, it signals opportunity to people who may have 

previously thought they would not be afforded a decision-making role purely because of their identity25. 

Barriers to participation 

Many of the people who are currently outside the workforce face structural barriers to participating 

in training and work. Intergenerational poverty, trauma and discrimination, and low levels of 

education limit an individual’s ability to engage with, and stay in, training and work*. Health or 

mental health issues, family violence issues, and caring responsibilities add further barriers to 

participation. 

 

Consultation highlighted that many people face multiple, compounding barriers. For example, a 

person with a disability who has low levels of education will likely find it much harder to access and 

stay in training and work. People living in regional areas with poor access to transport and 

childcare, and low digital connectivity, are also more likely to have increased levels of 

disadvantage. 

 

These experiences often lead to low confidence and motivation that can be associated with long 

term unemployment or poor experiences in prior learning.  

 

COVID-19 has created and accelerated structural change. Some industries have more rapidly 

escalated their technological and digital development creating changed job roles and new job 

opportunities. Unfortunately, displaced workers from other industries do not always have the digital 

skills needed to take up these jobs. 

Productivity growth is essential to future success  

National productivity performance has increased over the decades and Australia sits in the middle of 

OECD rankings1. However, since 2013, Victoria’s Gross State Product (GSP) per capita has been 

below the Australian average (see Figure 10).7,26  While some factors may be structural, it is likely that 

opportunities exist to support businesses to adopt new business models, practices, and technology to 

increase productivity and ease demand for labour.  
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Figure 10 | GSP per capita by selected jurisdictions ($)7,26 

 

Businesses are rising to the challenge. Across Victoria, innovation is driving new business activity and 

requires different and higher-level skills – whether related to technology or new practices for 

businesses to remain competitive. Rapid technological change means most people will be regularly 

expected to develop new knowledge, conduct new tasks, solve more complex and interconnected 

problems, interact with digital tools and artificial intelligence, and engage with customers in new ways. 

Many specialised activities will also be required to comply with international standards operating in 

globally connected supply chains.  

The health and community services industry are at the forefront of thinking differently about their 

workforce to meet demand. Significant government reform in disability, aged care, mental health 

and family violence is re-positioning service delivery to be more person centred. Workers will be 

required to be increasingly multi-skilled into the future whilst also being required to work across 

different sub sectors as the people they serve present with intersectional care challenges27.  

Workers need new skills to remain relevant in their role and support business growth. They also need 

new skills to effectively take up emerging jobs. This occurs when new business practices generate 

new occupational needs that vary greatly from existing occupations, requiring a new set of skills 

entirely. This process is essential to attract investment and support sustained business growth. 

The past two decades have observed a growing demand for higher order skills.  Occupations 
classified at ANZSCO skill level 1,2 or 3 or those commensurate with higher level VET and higher 
education now account for around 60% of the workforce compared to 57% a decade 
ago28.  Occupations commensurate with a bachelor’s degree or higher qualification had the highest 
increase in share, with more jobs added in the last decade than the other four categories combined.‡  

However, this only provides part of the story. Industry is increasingly looking to higher order skills 

across all occupations.  Agriculture, manufacturing, and services are just some examples where 

higher order skills are required by businesses as they seek to automate repetitive work and focus on 

higher value add activities in order to compete at a local and international level.  

This shift is across all roles regardless of prior education or experience, impacting individuals at the 

start, middle and end of their career. A tight labour market will accelerate this shift as workers become 

harder to find and retain, driving further adoption of higher order skills. Victoria as a knowledge 

economy has long recognised the value of skills. Victorians on average are more likely to be enrolled 

in study29, more educated30, and employed in more highly qualified occupations than most 

 

‡ In ANZSCO, skill level is defined as a function of the range and complexity of the set of tasks performed in a particular 
occupation. The greater the range and complexity of the set of tasks, the greater the skill level of an occupation. ANZSCO has 
five skill levels, with Skill Level 1 defined as having a level of skill commensurate with a bachelor degree or higher qualification 
and Skill Level 5 having a level of skill commensurate to Australian Qualification Framework Certificate 1 or compulsory 
secondary education.  
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jurisdictions. Investing in the development of new skills has significant returns on investment. Every 

one percent improvement in productivity across Victoria is the equivalent to the work of approximately 

35,000 individuals.31 These benefits can be shared with investors, business owners, employees, and 

the broader community. 

Victoria as a knowledge economy has long recognised the value of skills. Victorians on average are 

more likely to be enrolled in study32, more educated33, and employed in more highly qualified 

occupations than most jurisdictions. Investing in the development of new skills has significant returns 

on investment. Every one percent improvement in productivity across Victoria is the equivalent to the 

work of approximately 35,000 individuals.34 These benefits can be shared with investors, business 

owners, employees, and the broader community. 

Continued productivity growth requires continuous learning. This is illustrated in a recent survey of 

businesses of which 83.8 per cent indicated they believed they had the skills they need to function 

today whereas only 79.2 per cent indicated they expect to have the skills they need to function in the 

next 12 months35. The changing nature of skills requires retraining yet only 60.6 per cent of employers 

indicated they supported staff training in the past 12 months, either by paying for the training or 

providing staff with the time off to engage in the learning.  

Ultimately, in a tight labour market, the quality of jobs is critical to individuals. ‘Better work’ looks like 

higher skill, pay, job satisfaction, security and long-term resilience. Higher productivity is the key to 

delivering this.  
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Appendix 1: Industry summaries 

Figure 11 | Employment and occupation demand for Victoria's industries 

 



  

Victorian Skills Plan | State of the Victorian Labour Market | May 2022 19 

Figure 12 | Potential labour supply for Victorian industries 
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Appendix 2: Regional summaries 

Figure 13 | Regional breakdown by employment demand 
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Figure 14 | Regional breakdown by potential labour supply 
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